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PERSONS PRESENT:

Jack Barron, 636 Van Ness Avenue, San Francisco,
94102, california, representing City and County of San
Francisco

Ed Barry, 9660 Ecology Lane, Sacramento, California
95827, representing WQD - Sacramento County

Robert D. Bottel, Drawer J, Stockton, California,
95201, representing Tillie Lewis Foods

C. W, Caron, 555 Capital Mall, Sacramento, Californ
98514, representing Peat, Marwick, Mitchell & Company.

Joseph Damas, Sr., P.O. Box 24055, Oakland,
California, 94623, reprementing EB Mud, SD 401

W.S. Hyde, 9660 Ecology Lane, Sacramento, Cali-
fornia, 95827, representing County of Sacramento, Department
of Public Works,

Christopher W. Jens, 450 N. Wiget Lane, Walnut
Creek, California, 94598, representing John Carollo Engineers

Jocelyn Kempe, 575 Market Street, San Francisco,
California 94105, representing Chevron Chemical Company.

Barry M. Landa, P.O. Box 8345, Stockton, California
95209, representing Del Monte Corporation

Joseph A. Maldari, One Post Street, San Francisco,

California 94104, representing Foremost-McKesson, Inc.
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L. J. Naua, 1 Post Street, San Francisco, Calif-
ornia, 94104, representing Foremost Foods Company

Norman A, Olson, 1950 Sixth Street, Berkeley,
California, 94710, representing National Food Processors
Association

Bob Parod, P.O. 3327, Modesto, California 95353,
representing Tri/valley Grocers

Nicholas S. Patemon, P.0. Box 4557, Haywood,
California 95440, representing Hunt-Wesson Foods,

Lloyd Sawchuk, 2130 Adeline St., Oakland, Califorsria,
94623, representing East Bay Mud

H.E. Stone, P.O. Box 3575, San Francisco, Calif-
ornia, 94119, representing Canners League Caiifornia

MR, COVINGTON: Let's get underway.

It is a few minutes after ten. I can say good
morning to all of vou.

I am Frank Covington. I am the Director of the
Region IX Water Programs Division. Our region out here is
responsible for the EPA activities throughout California
and Arizona and Nevada on the mainland. We also have responsi-
bilities out in Hawaii and Guam, American Samoa Trust
Territories.

I would like to welcome you here and to thank you
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for coming to participate with EPA in this meeting on our
Proposed Industrial Cost Recovery. EPA sincerely hopes that
today's public meeting combined with the numerous surveys
Which conducted earlier 'this vear will help to incorporate

Your concerns into the EPA final report to Congress in

December.

As the agenda shows, the first portion of the
meeting will be explanatory, and followed by the presenta-
tion of any formal statement and concluding then with
questions and answers.

On my immediate left is Mr. John Randolph, our
regional User Charge and Industrial Cost Recovery specialist
here in this office. He will briefly explain the purpose
of the ICR study and to moderate today's meeting.

Following him will be several representatives
from Coopers & Lybrand, the management consulting and account-
ing firm hired by EPA to assist in the study. Mr. Alan
Brown will describe the study'’'s scope and methodology, while
Mr. Ed Donahue will focus on the study's findings and conclu-
sions, as wellas possible recommendations which cquld result.

Additionally we have with us this morning Mr.

John Pai from EPA Washington Headquarters.

We were to have Mr, Don Rothenhanm from California

Water Resources Control Board--yes, he is sitting up front.
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During the discussion portion of the meeting
we will first hear those people with previously scheduled
testimony. Next those with written statements and then
conclude with a question and answer session. Since many
ICR queations have been raised previously, we will certainly
stay as long as necessary to conclude the discussion.

The court reporter is on hand today and a transcript of the
meeting will be appended to the final report to Congress.

Just one further note I happen to think about,
if you find the need for public telephones, the closest
location is on the first floor just to the right cf the& eleva-
tors.

So without further ado, I would like to turn the
meeting over to Mr. John Randolph.

John.

MR. RANDOLPH: I am John Randolph, and as Frank
stated, I have responsibility for reviewing and recommending
approval or further review of proposed ICR User Charge sys-
tems for Region IX.

Before getting into my spiel, there are a couple
points I would?Ilke to clarify. There was a bit of misinfor-
mation that was passed out. There were a series of three

meetings. I was led to believe that the meeting tomorrow
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would be different than the two being held today,

and thatis incorrect. All three of the meetings will be the
Same., So if anybody had planned to come tomorrow, thinking
there would be a separate series of meetings held, that

is incorrect. YA11 three of the meetings will consist of
basically the same information.

By way of background, ICR and User Charge, common~-
ly referred to as revenue programs, were established via
Public Law 92-500, consisted of basically two methods of
acquiring revenue, the first being User Charge which all
users are required to pay. The second, which we are
here to discuss today, is Industrial Cost Récovery or ICR.
The ICR portion or ICR cost, if you will, relates to
those costs which industry is required to pay, based on
their proportionate use capacity-wise for waste treatment
systems, Normally the pro rate share of capital cost is
determined based on flow as well as strength parameter.

Needless to say, ICR has been a very. controversial
subject, and as a result of this, there is a study mandated
by the Congress in December of last year. Coopers & Lybrand,
the public accounting firm, was commissioned to do the study
through EPA or working through EPA.

Several reasons that Coopers & Lybrand were

selected, the first being they do have a significant degree




STEPHEN B. MILLER & ASSOCIATES 74s TimD sTRECY. 5w — WASHINGTON, D.C. 20024 — (202) 554-9140

of experience and expertise in revenue programs within the

EPA.

Secondly, they did have adequate personnel to do
the job within the time constraints that were permitted by
the Congress, which is primarily an 18-month pericd.

The scope of the work for Coopers & Lybrand is
determined by the information contained in the Congressional
Record published December 15, 1977.

I would like to take a moment to highlight those
areas that will be addressed in the study.

The first concerns any potential discrimination
between and among any particular industries or plants within
a geographic region with respect to ICR.

Secondly, are there any differences between the
charges levied by grantees because of ICR User Charge

requirements? We found that this varies from region to
region.

Does ICR force industry to relocate?

Obviously ICR payments represent a cost of doing
business and in certain instances are significant costs.

Has ICR increased the cost of pollution abatement?

Obviously there may be possible duplication in terms

of procedures and technology that is employed in waste

treatment.
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Another area that is of obvious concern, especially
in California, what is the impact of ICR on conservation,
primarily water conservation. Again does ICR program encourade
cost effective solution tontrol alternatives?

Something that will be of interest to the pecple
in the meeting today, how is this ICR money spent, both
by the grantee and by the federal government?

Something that is praobably alsoc of a great deal
of interest, what is the administrative cost of the ICR pro-
gram and in and of itself, is the cost of the program effectiv}
in terms of the objectives?

The last subject we will be discussing which has
been considered part of the study, purported exemptions for
"small industries.” What constitutes a small industry and
how does an industry qo about obtaining an exemption?

Those are fairly technical subject, and without
any further ado, I would like to intrcduce Mr. Alan Brown
from Coopers & Lybrand who will present the contractor's
portion of the study.

Alan.

MR. BROWN: Good morning. May name is Alan Brown.
T was responsible for the data collection effort in the western

half of the country for the survey.
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When EPA first asked us to conduct the ICR study,
the first thing we did was to go back and read the 1972
legislative history related to User Charge and Industrial COﬁt
Recovery. Our purpose waa to find out exactly what ICR was
supposed to do and what it was supposed to accomplish.

Stated very briefly, there are two major ideas
contained in the legislative history.

The first idea concerned equity or an attempt to
equalize the assumed economic advantage for those industries
that use public sewer advantages as opposed to those indus-
tries treating their own waste.

The assumed economic advantage was one of less
expensive sewage cost, if you discharged to a POTW or Publicly
Owned Treatment Works.

The second idea contained in the legislative history
was that of capacityor the appropriate sizing of wastewater
treatment plants with adequate but not excess future
capacity.

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

After reading the legislative history, this back-

ground material together with the legislative history relativé
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to the 1977 Act and especially Congressman Roberts' guestions
Which John briefly summarized today, and Congresswoman
Heckler's statements on ICR, serves as a frame of reference
for the plan of study.

Now 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 in Boston and Ted Horn
from Region V in Chicago, and put together a shopping list
of every piece of data that we could think of that would
help us in answering specific questions already asked
about ICR, and scme of those questions related to User*Chargej.

We took this list of data that we developed and
converted it into two draft survey questionnaires, one
questionnaire for industry and one for grantees.

The draft industrial questionnaires were reviewed
with such organizations as the National Food Processors Associa-
tion, National Association of Manufacturers, and other public
and industrial associations.

After refining the questionnaires, we developed a
1ist of people to survey. With EPA assistance we compiled
a list of appreximately 100 cities which we plan to visit in
person. These cities ranged in size from Ravenna, Nebraska,
with a ‘population of approximately 560, to cities as largeas

New York and Chicago.
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We eventually visited approximately 120 cities,
8ome of them twice, if there was strong local interest in the
Study.

Our standard procedure was to meet with the agency
responsible for wastewater treatment in the morning, and
then with industrial groups or civic associations,if there
was sufficient interest,in the afternoon. We mailed survey
questionnaires out ahead of time to the people we were going
to meet with, so that they knew the kind of data we were
looking for and could attempt to prepare for our visit
We stressed thatparticipation in the survey was voluntary.

In many cases people mailed in the completed questionnaires
rather than meet with us in person.

After we compiled our list of 100 cities for
personal visits, we came up with a list of 200 édditional
cities for telephone surveys. The same questionnaires
were used in the telephone surveys and were mailed in advance
to the people that were to be surveyed.

A grouv of five, later exvpanded to six industries
was selected for detailed study. Although we were interested
in the impact 6f User Charge/Industrial Cost Recovery on
industry in general, we were particularly interested in

industries which met one or more of the following criteria.
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The industsy was labor-intensive, operated on a
low margin, high water users, were seaccnal industries,
or were particulzliy impactcd by the extent of the pre-
treatment regulations.

The industries eventually selected for detailed

study were meat packing industry, dairv products, paper and
allied products, secondary metal products, canned and frozen
fruits and vegctables and textiles.

A list of selected establishments in those industrics
located in the cities where we planned to visit or telephone
survey was prepared and survey forms mailed to those estab-
lishments. The entire data collection effort was accomplishe

in six weeks using ten teams of C&L consultants.

The second step in the study after data collection

e e e e e e e e Y i e

and just as important as the first step, was to develop
a mechanism for public participation in the study. We
wanted grass roots involvement and we wanted an open study.

We put together an ICR Advisory Group of approximately 40

individuals representing industry, environmental concerns,

civic and local governments, Congressional interests, and
relied upon them to keep their local chapters involved

in the study. Monthly meetings were held in Washington

and transcripts of the meetings were mailed to anyone wanting

them.
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Tha third step in the project was to summarize and
analyze the data that we have collected. We are currently
Ccapleting this task and have reached some preliminary con-
Clusions as to what the data means.

Several computerized statistical analyses were

developed and are currently being refined in our Washington

office. We have loo’ed at enough data to be able to formu-
late some- possible alternatives to ICR as it is presently ‘
constituted.
Now the purpose of the 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 draft final report should be written in
mid-November.

Then in December, after circulating the draft
report, we will begin to write our final report which will
be delivered to Congress in late December. The final repoert !
will contain recommendations to Congress.

We cannot of course guarantee that Congress will

act on our recommendations.

Mow since I am sure you are all interested in our

i
findings and conclusions, I will #urn the meeting over to j
1

Ed Donahue who will relate to you what we found, what we thirk
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it means, and what the possible alternatives could be suggest:

e

for ICR.

MR. DCi7oiugd: Good morning. I am Ed Donahue, and
I am the Project Manager for Coopers&Lybrand on the 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 soma
possible alternatives,

The data and statistics that 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 to only a few people, we have summariz
our data into a handout entitled "ICR Study Data," dated ‘
October 10, 1978. You should have received copies of this
handout earlier.

The final and much more detailed version of the data
analysis will be appended to and included in our final report.

Without further delay, let's look at the data.
Remember, though, the data is mostly average data, requires
careful thought before using it, because it can be very
misleading,

We eventually got data from 241 grantees. The best

data came from places we actually visit, The data obtained
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through telephone surveys was useful but not nearly as complete
or precise as data gathered through on-site visits. We also
obtained data from 397 industrial facilities, most of it
through the effort of trade associations. The industrial datJ
is at plant level rather than at company level.

Looking at the major issues before looking at specific
data, the first thin we want to address is the issue of equity
or assumed economic advantage; namely, less expensive sewage
treatment costs for industries using Publicly Owned Treatment
Works versus those industries treating and discharging their
own waste. We used a computerized tax model which we éeveloped
for industrial clients and modified it to reflect User Charge
and ICR situations. Basically the model incorporates equatiogs
which reflect the cost of doing business and enabling a company
to evaluate alternatives, in essence a "make or buy" decision|
Should a company use aPublicly Owned Treatment Works or should
it treat its own sewage?

what we found was for some medium or large industri%s,
having compatible waste, it is cheaper in the long run to
self-treat, even without including any ICR cost, just including
User Charges. This is a very significant finding., What it
means is that even without ICR or pretreatment cost added to

E

sewage treatment cost, large industries should from an economic
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viewpoint treat their own sewage. This is based on several
tax changes that were not really known to the Public Works
Committee at the time that Public Law 92-500 was passed,
because the tax changes were enacted after the passage of
Public Law 92-500 and were written by other committees in the
Congress,

Basically those tax changes are three.

The first is an accelerated depreciation over a
five-year period for pollution control equipment.

The second is investment tax credit for capital
eqguipment.

And the third is the use of tax-free Industrial
Development Bonds, IDBs, to finance self-treatment facilities

The proposed tax law changes now pending before
Congress, in addition to the ones recently enacted, wil},if
enacted, make it even more attractive for industries to self-
treat because of the increased investment tax credits which
are proposed.

What this finding says is that 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 can be
several reasons.

First, and probably the most common sense one, they
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are not geographically located on a river, stream or other
receiving body to which they can discharge and so must use
POTW.

Or they don't want the hassle of self-treatment.
They do not want to have to get a NPDES permit. They don!'t
want to have to bill a sewage treatment plant.

The third thing is probably the most influential,
that User Charge/Industrial Recovery requirements have not
been in effect 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 User
Charges, they could be the final straw that drives industry
out of POTWs, thus making it more expensive for the remaining
customers in the POTW to use the.public sewer system, in
partiéular, EPA's application of pretreatment standards is
likely to make many industries give serious consideration to
self-treatment.

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 design capacity. The usage ranges from a low
of 4 percent to a high of 120 percent. It appeaZXs that

Industrial Cost Recovery, as presently formulated, has not
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acted to put a cap on the construction of excess future
capacity in Publicly Owned Treatment Works.,

The third issue, that of water conservation, is not
as clear. Based on industries we surveyed, water consumption
has dropped an average of 29 percent, but the industries with
whom we talked attributed the water conservation to higher
water rates and to User Charges, not to Industrial Cost
Recovery, -because Industrial Cost Recovery as a percentage
of water bills and User Charges, is not that significant at
this time,

The economic impact of Industrial Cost Recovery to

date 1s not significant 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.
0f
The exception to the insignificancefcCR is those case

where there are seasonal users and/or AWT, Advanced 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/Industrial Cost
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Recovery can be very significant,

We can find only a few scattered instances of plant
closings due to sewage cost and none attributahle solely to
Industrial Cost Recovery,

The total jobs 1ost 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 decision

also,

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 national 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 a factor of about 50 percent average gallons in |

The incremental cost to grantees to maintain and

operate Industrial Cost Recovery systems, that is "eliminatable"

cost above and beyond the cost of maintaing and operating a




(202) 554-H148

745 THIRRD STREET, 5.W. —~ WASHINGTOUN, D.C. 20024 —

STEFHEN B. MILLER & ASSOCIATES

21
User Charge systen, is small vhen ccmwared with the total
cost of sewage treatment, averacing about $15,000 ger
crantee per year. Average ICR revenues per dgrantee 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 yoy
that is included in the handout, We would be pleased to
discuss specific data during the question and answer period
at the end of the meeting,

To summarize our findings and conclusions very
briefly:

ICR is not doing what it was supposed to do.

Relatively few cities have implemented ICR, and

those that have have pretty much suspended collections.

ICR to date has had no significant impact on employ+t

ment, on plant closings, on industrial growth, on import/export

balances, or on local tax bases,
ICR 1s not proving cost effective in producing i
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, Congress was attempting to avoid the appearance of

using public money to subsidize industries that discharged to
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grant funded POTV/s, While our studies have shown that many

of the economic objectives of the Act have not been met, the

consider a series of alternatives to Industrial Cost Recovery
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
should have been distributed already.

The document presents 16 alternatives to Industrial
Cost Recovery, pranging from leaving ICR as it now is, to
outright elimination of Industrial Cost Recovery. These
alternatives are not necessarily mutually exclusive, and they
are not ranked in any order of preference, Some of them could
be coﬁbined for concurrent use.

I would like to adjourn the meeting for about 15
to 20 minutes to allow everyone the opportunity to read this
document, come up with some initial comments on it, and give ¥
an opportunity to stretch your legs. If we can, we will come
back here in about 20 minutes, and while we stand adjourned,
if anybody has .any specific questions about things on that
list of alternatives, we will be glad to discuss them with you

We will come back at quarter of eleven.

(Brief recess)

ou
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MR, RANDOLPH: If we could, we would like to
reconvene the meeting at this time.

A couple of points to get out of the way. For
anyone who hasn't registéred today, there is a card at the
rear of the room we would like to have you fill out,
for two purposes: first of all, so we know who is here,
and secondly, for those of you who have prepared statements
which you.would like to read, we want to afford you an oppor-
tunity to do that., So if you haven't filled out a card,
please do so before the end of today's meeting. EPA is
soliciting comments regarding the meeting. The comments,
however, have to be forwarded or transmitted not later than
the 31st of October.

There are a couple of addresses to where you can
end that information; that is, your comments.

The first is Mr. John T. Pai, P-A-I, and beside
his name should go in parenthesis, WH-547, The next line,
Municipal Construction Division. WNext line, United States
Environmental Protection Agency. Address is 401 M Street,
Southwest, Washington, D.C, 20460,

Let me give you John's number in the event you want
to call him, Area Code 202, No. 426-8945.

As an alternative you can send your comments here

to EPA Region IX. In that event, they should be addressed
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tc myself, John Randolph, Water Division, EPA Region IX,
219 Freemont Street, San Francisco, 94105. Again that is
by the 31lst of October.

Ed.

MR, DONZAEUE+" what we would like to do now is dis-

cuss each one of the alternatives that we have prepared.
This list of alternatives are not all-inclusive.
They can be revised, expanded, modified or refined. They
are a list of alternatives that we were able to put together,
plus some alternatives that were developed by some people
in EPA and we were assisted by our Advisory Group of industrigl
environmental and civic people.
I am going to ask Alan to go through the 16 alterna-
tives, discuss each one of them. If you are able to suggest
other alternatives or refinements or variations on these
alternatives that is why we are here, The basic purpose
of this meeting is to get your reaction to what we found
and what our possible alternatives are, and see if we can
get some more alternatives and just see how you feel about
these alternatives.
EPA will have to make a decision to what it wants
to recommend to the Congress, Of course, as we said, we

can't guarantee Congress will act on it, but the more public
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participation there is in formulating recommendations, the

more substantive Congress will realize public support is

for the recommendations presented.

I would like Alan to go through the alternatives.

MR. BROWN: We have got 16 alternatives listed

here. Under each we have tried to list some advantages and

disadvantages for the alternatives. Now the advantages

and the disadvantages once again are not all-inclusive. They
are just included here to give us a basis for discussion.

We realize there are many more advantages and disadvantages

that probably could be listed for each alternative.

Before we go too far, I think you will notice under

many of the alternatives, one of the disadvantages listed

is that it would reduce revenues to the federal government,

and to state and local governments. I think that deserves

some comment. Based on one of the handouts that you have seen,
we project that total ICR collections over a 30-year period

are going to be between $1 billion and $2 billion :. Half of

that money would be returned to the federal government, Ten

percent would be used by grantees at their discretion, and

the other 40 percent would be used to expand or-upgrade the

treatment works,

When you take a look at that money over a 30-year

period, you are really not talking about any significant
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annual dollars. As Ed told you ecrlier, we estimate average
collections for ICR are going toc be about $88,000 a year, and
it is going to cost grantees on the average about $15,000 a
year just to maintain an ICR system.

So those are the kinds of dollars we are talking
about when we talk about reducing revenues.

Alternative No. 1 on your sheet is the one that
immediately comes to mind, is simply to abolich ICR,

Some of the advantages that we have seen with that

would be, number one, it is going to eliminate complaints from

and administer.

Another advantage would be to eliminate ccrmplaints

from industry that ICR is double taxation and adds an unfair

economic burden depending upon what part: of the country you
are in,

And the third advantage would be to eliminate
inconsistent ICR charges from grantee to grantee and 'to region
to region, |

Some of the disadvantages, if you will remember
earlier, one of the reasons for ICR was to attempt to put a
cap to design capacity of plants, and without some control
over design parameters allocated to industry, abolishing ICR
may encourage some grantees to plan and construct treatment

works that are larger than necessary,
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And ancther disadvantage is to reduce revenuszs,
Alternative No. 2 is to base grant fusding for
eligible project costs, including industtial capacity, on a

sliding scale, funding current needs at 75 percent and reducin

g
the federal share of total project costs as grantees plan treaL
ment works larger than current needs indicate. ICR would be

based on the current regulations, and there would be no change

from what there is today.

I think some discussion is necessary aon what current

needs means here, Current needs would be only the treatment ;
works the grantee needs to provide capacity for the people in g
the industry that are in the area today up to secondary treat—;
ment, If you design capacity for future use or if you design E
a treatment works that is in excess of secondary, those projec%
costs would not be grant eligible and would have to be borne
by the grantee.

One of the advantages of this Alternative would be
to encourage more front énd planning, and it would reduce the
amount of excess capacity and over design.

Ancother thing it would do is encourage industry to
participate early on in planning and identifying treatment
works needs. -

A disadvantage is that it may not be cost effective

w hen you are designing a treatment works in an area that is




(202) 554-9143

- WASHINGTON, D.C 20024 —

745 THIRD STREETY 5.W

TES

MILLER & AJSCCIA

STEPHEN B.

large and rapidly expanding.

Anotiher disadvantage would be to increase the total
allocable share of costs for grantees that build treatment
works for future capacity or that build treatment works with
treatment level in excess of secondary.

Alternative No. 3 is largely like No, 2, that is,

to base grant funding for eligible project costs on a sliding

scale, omce again, funding those particular needs only at 75 |
percent and reducing the federal share of the total project
costs as grantees plan treatment works larger than currently

necessary. This Alternative differs greatly from No. 2 in

that eligible project costs would not include a component for

industrial capacity. There would be no funding for industrial

!
capacity, and therefore there would be no ICR, because there ;
would be no grant allocable to industrial capacity.

Now, some of the advantages here would be, No. 1,
it would eliminate grantee complaints about ICR, because there
would be no ICR.

It would eliminate complaints from industry about
double taxation and on an unfair economic burden, because oncq

again there would be no ICR.

T would eliminate the costs associated with

implementing and monitoring ICR systems for both EPA and
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local grantees.

It would tend to encourage better facility planning,

The major disadvantage we can see here is that it
is going to increase the ‘'local share of project costs. These
added costs may be passed through to industrial users and
would esceed ICR costs, there is going to be no federal fundin
for industrial capacity.

Alternative No, 4 is to leave ICR as it is today,
however, change the basis which it is charged and charge ICR
only on treatment works, eliminating ICR charges for inter-
ceptor sewers,

We have heard from several grantees that it is
very difficult in a large area with a large number of seg-
mented projects to determine which industry actually
discharges to which interceptor. It is an administrative
burden and.it is difficult to handle.

The advantage of eliminating charges on interceptor/

sewers would be to reduce administrative work grantees often
have to perform and the disadvantage would be to reduce
revenues,

Alternative No, 5 would be to base industry's
share of the federal grant on incremental cost basis rather

than on a proportional cost basis as is done presently.

g
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that this would allow, this would allow industry
to receive the benefits of economies of scale in using an
incremental cost basis. For instance, if you design a 10
MGD plant, 8 of which are allocated to residential and
commercial users, then the cost of designing the additional
2 MGD would be based on an incremental cost basis rather than

proportionately dividing total cost of the project by 10.

The major disadvantage would be that it is going
to be very difficult to determine exactly what the incrementa
cost of building industry's capacity.is.

Alternative No. 6 would. be to allow the cost:.0f

" ——— e e ——

constructing industry's portion of the treatment works to be '
grant eligible as it is today, based on a grantee's option.
If the grantee elects to have industry's capacity grant

funded, then he also elects to choose ICR at the same time.

If the grantee uses alternative sources of funding to build

industry capacity, then there would be no ICR requirement

because there would be no federal grant for industrial capacity.

The major advantages here would be to allow
granteeé to make ICR a local option, depending upon the
community's decision and the availability of alternative
sources of funding for industrial capacity.

Another advantage would be to encourage industrial

participation early on in planning and constructing the

‘
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treatment works.

A disadvantage here would be that industry may still
complain of the double taxation and the 'unfair economic
burden of ICR, depending ‘upon whether the grantee elects
to use ICR or not,

Alternative No. 7 is to establish a uniform ICR
rate, and everything you see listed there in No. 7 are possib]
alternatives for developing a uniform rate. For instance,
the rate could be based nationally; everyone from Maine to
California would pay the same rate., The rate could be
established regionally, for instance. People in the NortheasJ
would pay one rate, people in the Southwest would pay
another rate. The rate might be developed on a state
basis or on an SMSA basis. The rate could be modified,
based upon uniform adjustments from area to area through
their treatment level, treatment type, or level of discharge
from the POTW.

One of the complaints we have heard and we have
een evidence of is that ICR rates are going to be higher for

people that discharge to an AWT plant;because ICR rates

would be possible to adjust the rates nationally or on a

regional basis to take that into account,
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The majcr c.vantage hzre would be to reduce incon-
sistenciesin ICR rates, depending upon the level of uniformity
that EPA decides to adopt,

The major disadvantage' is that it is going to be
extremely difficult to administer and develop these uniform

rates.

Alternative No. 8 is to establish what we call
a circuit -breaker CCR exemption. What you see listed
there are possible thresholds for that circuit breaker.
Now, a circuit breaker means that once conditions reach a ceri
tain threshold level, ICR payments would no longer be
collected, and once you drop below that threshold, then ICR
would once again be collected. An example of this is EPA's
current regulations concerning the 25,000 gallon per day
equivalent sanitary waste exemption for industry. An industry
below 25,000 gallons per day does not pay ICR; if you go
above 25,000 gallons per day, industry does. That is an
example of a circuit breaker.

Possible alternatives for establishing a circuit
Breaker would be, for instance, extraordinary circumstances
in the local comqunity; local economic conditions--for
instance ,if unemployment went above a certain level, ICR
would no longer be collected and if unemployment goes below

a certain level, you would collect ICR. The circuit breaker
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might be determined based upon the characteristics of

one particular industry group, on the geographic area, or
upon a dollar level of ICR payments, EPA currently has

a circuit breaker based upon a level of pollutant discharge.

Some of the advantages hwere would be to reduce
the number of industries required to pay ICR, and it will
allow flexibility which doesn't currently exist, based on
special circumstances,

A large disadvantage would be that it is going
to be difficult to develop and administer and it is going
to result in inconsistent ICR charges because you are going
to have a circuit breaker and not everyone is going to be
paying the same thing,

Alternatives No. 9 and 10 are very similar,

No, 9 would be to allow tax credit for any ICR
payments made by industry. This would be in addition to the
urcent deduction that industry gets on ICR as a reqular
expense of doing business,

The major advantage here would be that it would
eliminate industry's complaints about double taxation, but it
would be difficult to administer, It is going to reduce
revenues and is also going to require legislative change.

Alternative No. 10 is to allow tax credits for

i
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pretreatment costs that industry currently pays, and this
would include both capital investment and Operation and
Maintenance cost.

A major advantage here would be to encourage
industry to pretreat waste.

The disadvantage would be, once again, that it
is going to be difficult to administer and it will reduce
revenues.

Alternative No. ll is to return to the requirements
of Public Law 84-660, abolishing ICR. One of the complaints
that we have heard is that if industry discharges to a
plant funded by Public Law 84-660, there is no requirement
for Industrial Cost Recovery, and it is cheaper to discharge
to an 84-660 plant., One way to eliminate that complaint is
to eliminate ICR and go back to the requirements of Public
Law 84-660, which just required a proportionate repayment
of the local share of project costs.

The advantages here would be it would eliminate
complaints of inequitable charging for ICR, depending upon
what kind of funding was involved in the plant, and it
should reduce administrative burden on grantees because Pub-
law Law 84-6§60 is normally less complex and difficult to
administer than 92-500,

The major disadvantages here are that it is going
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to reduce revenues and it may encourage development of excess
apacity, lacking other controls.

Alternative No, 12 is to abolish ICR and require
that the local share of project costs be recovered through
a proportionate User Charge, and what this would do, it
would achieve equity in the method of establishing rates,
if it is thoroughly and consistently monitored, but
it is going to have some disadvantages also. It is going
to reduce the grantees' flexibility in designing rates. It
is going to increase the grantees’ administrative costs
because User Charges would now be more complex. You weuld
have another component added, It is going to increase
costs to large users, where the grantee currently uses a
sltding scale rate or block discount rate to recover debt
service charges, and it may require major changes in
bond covenants where the local community has used either
revenue bonds or general obligation bonds to fund the local
share.

Alternative No. 13 would be to add an interest
component to the current ICR requirements, What this ‘would ¢
No, 1, it woul@ eliminate the subsidy or the perceived sub=-
sidy, because of the interest-free loan component associated

with the grant program, and No. 2, it is going to increase

lo,
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industry's participation in facility planning, bzcause you
are going to potentially increase ICR costs,

The major disadvantage here is that it may, by
increasing ICR costs, encourage industry to seek other
alternatives to discharging to POTW, which would tend to
increase the cost for those remaining on the system.

Alternative No. 14 is simply to extend the ICR
moratorium. We feel that the advantages and disadvantages
of this alternative are the same, It simply postpones the
date for making a decision on ICR, and you really don'tw
accomplish too much.

Alternative No. 15 is to maintain ICR in its
current form, the advantage being it would require no legis-
lative or administrative regulatory changes.

The disadvantage is that you don't solve any of the
problems that are currently associated with ICR.

Alternative 16 would be to require a letter of
eommitment from industry on a contractual basis, as the POTW
is sized. That is a typographical error there; it is not
"signed” but "sized."

What this would do would be to encourage more pre-
cise planning up front and require the grantees and industry
to get together in identifying needs.

The major disadvantage would be it is going to
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tend to commit industry for a longer term contract than
most businesses are willing to commit themselves to .today.

Now, as Ed told you before, any of these alterna-
tives can basically be combined, shuffled around. You can
have a combination of several. We are looking for your reac-
tion to the ones we developed, and comment on some possible
alternatives we haven't considered as yet.

‘MR, DONAHUE; Before we get to discussion of alter-
natives and modifications and revisions and refinements,
if anyone has statements that they want to make for the
record, this would be the appropriate time to do that,

MR. RANDOLPH: I have an indication that a Mr. Hyde
wished to have time.

STATEMENT OF WILLIAM HYDE, WATER QUALITY

DIVISION, DEPARTMENT OF PUBLIC WORKS, COUNTY

OF SACRAMENTO

MR, HYDE: TMy name is Bill Hyde. I am with the
Water Quality Division, Department of Public Works,County
of Sacramento. We are responsible for the operation of the
Sacramento County Sanitation District’

I know this is ald hews to Coopers & Lybrand,
but I would like to read a couple of very brief paragraphs

in a letter we sent them:
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"Absent ICR, and with equitable allocation of

costs for sewer service, the cost to some major
elements of our local industries is marginally
above their costs for alternative remote dis-
posal."

1 think this is reflected or confirmed in the
comments Mr, Donahue made more broadly.

"With inclusions of the requirement for ICR,
industry's costs will be higher by staying within the munici-
pal system than they would be for separate disposal, and some
of our industrial customers will either relocate theirf
plants or convey their wastes to disposal sites at the
urban margin."

I think in general this would be a counterproductivg
set; that is, to persist in the use cf ICR. The exodus
of industry will, I think, tend to aggravate existing core
city problems, because in some cases at least both industry
and its working force will move.

Tt I think will also have adverse environmental
&€fects,because we will, among other things, wind up with a
small group of discrete disposal areas at the urban fringe,
and the day after tomorrow, as the crow flies or as time
flies, they are going to be built around, so we have a leap

frog processigoing on again,
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I think for these reasons that the perpetuation
of ICR is inconsistent with Congress's apparent intent to
encourage joint use of municipal facilities,

Lastly, and again this may be a bit redundant on the
national scale, but we are a small member of the Association
of Metropolitan Sewerage Agencies, AMSA, and I will leave
with you folks a copy of a resolution that they passed at
their meeting in Anaheim earlier this month. The resclution
is:

"The Association of Metropolitan Sewerage Agencies
calls upon Congress to enact legislation amending the Clean
Water Act by removing the Industrial Cost ReCOVer¥ provisions
from the law."

There are some attached comments on rationale and

ackground which support that position,

Those I think are the only comments I would make.

Thank you,

MR. RANDOLPH: Thank you, Mr, Hyde.

Is there anyone else attending today that wishes
te make a statement?

If not, T would like to introduce Mr. John Pai
from EPA in Washington, who has a few comments.

John.

MR. PAI: Thank you, John.
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Good morning. My name is John Pai from Washington,
EPA, and I am the Project Officer for the study. I want to
thank TRegiaon IX for setting up this meeting so we can bring
some of our issues of concern to you here in Region IX.

The purpose of this meeting is trying to form a
group decision-making process that we can relate the issue
to the Congress representing the will of the people.

This meeting in a way is a little different than
any other public meeting we have, in a way that we do not
have a set mind as to what the recommendations are, We
want to show you what we think are possible alternatives, and
we want your opinions as to which ones you like better, or
if anything at all you may want to amend or make an addition
or revise any of the alternatives that we may have.

From all these alternatives we can find the key
thrust that we are trying to address in any one of the
following four issues:

No. 1 is simplification of the administrative pro-
cedures for the grantees and for industrial users.

No. 2 is encouraging industrial users to participate
early in the plamning stage so that plant size can be properly

sized and designed.

No. 3, we try to give the grantee more discretion

to fit his local conditions.
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No. 4 is trying to hold down the cost to existing

users, be it industrial users or domestic users.

So these are the four major issues that we try
to address in all our alternatives. If you have any alterna-
tives, plese try to focus on any of these four issues.

I think as John pointed ocut, we have extended the
comment period to October 31. The reason is, we understand
that you received the notice kind of late, and you don't have
enough time to respond, I want to take the blame for that,
because I know REgion IX has a policy of at least 30 days
advance notice of the meeting. Due to circumstances of the
study, we could not give that much time for Region IX
and again I want to thank Region.IX for accommodating us in
that regard, My point is even with short notice; it is
better than no meeting at all. Under any other circumstances
we would not have time for & meeting and still meet the dead-
line of the Congressional mandate,

Another thing I want to bring out is that we have
10 meetings, one in each regicnal office over the country.

Sc any comment or recommendation you make here as an individua+
or at the regional level will be considered in conjunction

with other comments we receive in our other regional offices,
and a final recommendation will be made by EPA in view of the

} , i
input from the ten public meetings and other input we receive I
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from interested groups.

Of course the ultimate decision will be made by the
Congress, which may be different than any of us has recommendéd

But again I think Congress in any case would con-
sider your opinions in the circumstances, and I encourage
you not to hesitate to express your preference,

I think in addition to your written comment, many
of you may still have more questions, if not today, maybe
tomorrow or some other time before you finalize your written
comments, so John has given you my numbers in D.C, and.I am
available to discuss with you any particular issues that you
want to discuss before you finalize your comments, or you
can call Coopers & Lybrand here, or call John here, to get
some initial discussions as to some of the questions before
you-send in your written comments. In addition, I want to
say your writtef' comments can be on a very informal basis.
Just jot down what you think, and you don't have to try to
write it in legal language or try to write a law for us.
Whatever you have in mind, jot it down and we will be pleased
to receive it.

Thank you,

MR, RANDOLPH: Thank you, John.

At this point in the meeting we would like to

proceed with questions, and to the extent we can, to answer
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those questions, I will open the floor up to questions at
this time,
MR, DOMRHUE: §omebody must have some questions
or some comments., I am certain that even though I think
we are doing a good study, I am certain we haven't answered
everybody's concerns about all the issues that are important
to them. So please don't be bashful. If you have comments
or questidns, please make them. That is why we are here.
Yes, sir, if you will identify yourself for the

court reporter,

MR, CARON; Bill Carom, Peat, Marwick, Mitchell,
Sacramento,

How many operations are fully on Industrial Cost
Recovery systems across the nation, fully implemented?

MR, DONAHUE: Let me answer that in a couple pieces.
Approximately 400 grantees have approved User Charge and
Industrial Cost Reécovery systems, Of those, perhaps a hundred
had implemented them before the ICR moratorium went into

effect. Right now there are only two or three cities that

are collecting ICR.
MR, CARON: Two or three?
MR. DONAHUE+ Two or three,

MR, CARON; Really you don't have much operating

information.
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X, CSImTI: We have the rates that people prepared
for ICR when they had their system approved, and of course
unless they modified their treatment works, their ICR rates
would not change. So we could project what ICR costs
to industries would be based upon rates that grantees had

prepared for ICR,

What we did, it was so difficult to compare
sewage rates from one city to another, because some people
pay debt service on User Charge basis. Some pay for it mostly
through User Charges, but maybe some out of property taxes,

some strictly out of property taxes, Some use a flat rate,

everything to rate parameters, what is the cost per gallon
or per pound kind of thing, and used that for making compari-
sons. That is about the only way you can possibly do it.

We think we have enough data to draw some conclu-
sions.

MR, CARON: Those conclusions are what would be
instead of what actually is?

MR. DONAHUB: That's right. All things being
equal, if we ware doing work in the private sector here,
we would say you don't want to really do the study at this
time. It is too scon. But Congress said you will do the

study, therefore we are doing the best job we can with the
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data that is available.

MR, HYDE: One of the things that emerged at the
AMSA meeting was that in a few cases where municipalities
have started ICR, they have done it at the bottom end of the
sale, because that coincided with those grants that were
completed, and the first grants were perhaps small, So
they have got a curve that lies still ahead of them in terms
of determining what total ICR will be.

MR. DONAHUE: That's right., If what we are getting
here is, if you have a large sewage treatment system, you
have to start collecting ICR on pieces of the sewage tfeat-
ment system as they become operational, so some studie;
that have implemented ICR, the rates they have used, the
rates developed are only for those pieces of the system that
are operational, and ICR rates will go up as additional
pieces of sewage treatment works become operational.

We have gathered as much data as we can from as
many people, and really it is hard to compare from one city
to ~another because of problems like that.

MR, CARON: How many questionnaires did you send
out just in round figures? You said you went to about 120

cities,

MR. DONAHUE : We actually visited 120 cities, we got

data from additional--we sent questionnaires out to almost
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400 cities, We sent 1500 industrial questionnaires out, and
we got so far, as of the date we drew this data we had about
400 industrial responses; and we had 240 city responses.

MR, CARON: 1In.a general judgment, were the
industrial responses-~did they give you a feeling that the
industries understood what the impact would be, that there
were rates to be established, what they would be and how that
would impact their operations?

MR, DOMAMUBRt For the most part they did. The
survey questionnaires took a lot of time to answer. It was
not scmething you- sit down and fill cut in 20 minutes. Some
of the industrial people came back to us and said, we
discovered things that we didn't realize before, like we
asked them what their total cost of sewage was, including
any pbrtion of their property taxes that they could identify
being used for sewage treatment, and pay off bonds, whatever,
and we madethem go back and go through all those calculations
plus what was the cost of any self-treatment capacity they
had, what pretreatment capital costs they had incurred,
what modifications to manufacturing processes they had made.
For those three things, what capital costs were, what operat-
ing costs were, how they financed them, all those kinds of
things,

They were pretty much up on what was going on.
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Sometimes they had to stép and think about property
taxes being used to pay for sewage, but other than that, they
pretty much realized what was going on.

MR, CARON: I 'am asking not so much--that is what
they do for themselves now?

MR. DONAHUE: Yes,

MR. CARON:; Did they have a good feel of what ICR
cost impact would be on them, coming out of this process?

MR. DONAHUE: No, because grantees really can't
always give them a good feel for that. They come up with
some rates early on.

MR. CARON: So actually there was nothing coming
out from the ICR system to industry that gave them something
to make a good valid judgment to fight it, live with it, or
do something?

MR, BROWN: You can't say"nothing.”

MR. CARON: Or very littde?

MR, BROWN; In most cases, you are gding to find
the grantee designed his rates early on, simply to get past
the 80 percent funding level, and industry oftentimes doesn't
have enough concrete information to make a decision on, Some
communities make an all-out effort to go out and bring all

their industries in and educate everyone all at one time, all
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the way through the process, In those kinds of cases industry
does have the information, so you can't say that there are no
cases where industry can make a decision, but in the bulk of
the cases it is very difficult.

MR. DONAHUE: The other problem is that industry is
waiting until they get the total cost. Industry knows that
its sewer bill has gone up through the User Charges, and ICR
may or may not have hit them, A lot of them are really holding
off until they find out what it's going to cost them to comply
in treatment funds, depending on how EPA is going to apply

those regulations, it will be more-or less expensive.

Basically, what we have seen is industry is willing
to pay a small premium to use a public sewer system.They don'L
want the hassle of having their own self-treatment, If you
make it too expensive to use the public sewer system, they
might start to reconsider, particularly if you start building
new industrial plants. You have an existing industrial plant,
people probably tend to stick with the public sewer system.
But over time, as you build new ones or modify things that
will incorporate all these kinds of costs into plant design
and decision—making, also over time you may be driving them .
out of the POTW. It is hard to tell.

MR, CARON: This is what Bill brought up. All of
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a sudden conceivably you have got huge expensive plants, and
I say thet, gentlemen, I can save mrn:7 because the three
things that you said, I will go out and build my own. Then
we sit with this huge faocility here that somebody has got to
support, and local government just is not going to be in a
position to support it without charges,

MR, DONAHUE: That is why the issue of sizing is so
important.. All of them are important, but if you build a
plant, a sewage treatment facility, and it has capacity in
there for industrial use that you are counting on, and that
usage doesn't materialize, you're operating costs for the
sewage treatment are pretty much fixed, with some flexibility,
so the User Charges for residential and commercial customers
are going to go up, Debt service costs are slightly fixed
in most evary case. This is going to be more expensive for
everybody else, If you drive industry out of a Publicly
Onwed Treatment Works, you are going to make it that much
more expensive for everybody else to use it.

MR. HYDE: Unless my auditors ¢hink I am about to
go broke, I should comment that we have a couple candidates
in our industria; group who may well find that ICR is simply
more than they can tolerate, and this will encourage a move

not of their plants, but of their waste treatment locale out
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of town, The effects of those two leaving, and the flows and
loads are rather high, would be to increase the costs to
residential and commercial users, by I think,between 7 and 10
percent, in that order of magnitude. Tha happens to be the
case only in our case where the relative industry load is not
that great a part of the facility.

MR, STONE: A partial response to this gentleman's
question--for the record, my name is Herbert Stone. For
purposes of the record I am representing the Canners League
of California. In regard to his guestion on the knowledge
which individuals may have had regarding ICR, didn't that
vary considerably across the country depending upon the
construction facilities that had been made available and
whether or not ICR had been implemented?

MR, DONAHUE: Yes, absolutely.

MR. STONE: I wanted to be sure we didn't have some
confusion there. I did have another question I wanted to

ask, though, With regard to your Alternative No. 1 about

the very first disadvantage that is identified here, that
"without contrpl over the design parameters, abolishing ICR
would encourage grantees to plan and construct treatment

works that were larger than might be necessary." 1Is that
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really a valid statement? At least with my knowledge of the

method of reviewing the grant applications, design facilities

here in Region IX, the ability to construct a facility far in
excess of what might be an immediate need, at least as far as
the industry side of it is concerned, I think that._those
grant funds are really not going to be available. Generally
speaking, the facility is sized for the existing facility witT
some reasonable anticipation of growth, and that anticipation
of growth is based upon a plan developed by the region,
approved by the State Department of Finance with regard to
population expansion, and 8o on,

I would be a little bit suspicious that abolishing
ICR would lead to the construction of some very large facilitles
that previously hadn't been planned or perhaps available.

MR, PAL: Let me answer that, The basic disadvantage
is- addressed on a national issu% that in different regions,
even in different localities, that disadvantage may not be
there, There are many, many good regions or grantees that
have a good handle on what is proper sizing of the plant.
Generally, there are also communities or regions where they
have a different concern about what is a reasonable growth
in that area, and there have been cases of capacity which has

been designed for future growth, which so far has not
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materialized and so far existing users are paying a tremen-

So the'.two .questions arising from that is,
number one, where does future growth actually materialize;
and number two, who is paying for it now? That is the questicn
we try to address here. The disadvantage is not saying every
grantee in every region is overdesigning their sewage treat-
ment plant.. To answer your question, yes, there are certain
areas where that is a tremendous issue of concern. If you
read newspapers in different areas of the country, you find
a lot of people saying they are paying too much for future
capacity.

Another reason we mention that is one of the intents
of putting ICR as an additional cost to industrial users, that
they would think twice before they say how much their capacity
will be using, in the planning stage. Evidently, as the study
indicates, because the cost impact in most cases is not that
important, so it really doesn't serve as a purpose in trying
to discourage industrial users to acquire additional capacity
or acquire a very optimistic projection of their usage.

So that is one of the things that we found out in
the study is that ICR does not really do that job.

MR. DONAHUE: The other thing is that we are talking
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about the Ci#lifornia League of Canners, Not every state has

the fairly orderly and organized process £or planning popula-
tion growth as California does, I can think of a whole bunch
of states. If you add up.population projections for the majon
metropolitan areas of a state, if you add them together, they
are much greater than the population projected for the state

as a whole. If you start building highways or sewage treatmen
plants or anything, on projections like that,you are in troublle.

MR, STONE: The suggestion should be that EPA should

develop or publish a better set of guidelines that can be
followed on a national basis.
MR, PAI: To answer your question, yes. I think

more or less you have the view that EPA is trying to cut down

the growth of industry or for local development that is not
the case. It is very much to the contrary, EPA is trying to
accommodate at least for reasonable growth, either in the
residential or industrial user. What happens here is if you
have too high a cost for a sewage treatment plant; you don't
promote growth. In other words, people are saying extra
capacity will promote growth, The indication is the other "way}
If you have too-high a sewage cost,.if_diséourages-growth,
So what we try to do is try to make people realize

that we do want to provide enough funding for reasonable
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growth in which people can come in and say, here, if I come
in this area, I have enough capacity for me. Number two, if
the cost is not too expensive for me to join a new community.
That is our point.

If you have any feeling that EPA is trying to cut
down growth or trying to discourage growth, I want to clarify
that point. We are actually trying to approach the problem
more constructively.

MR. STONE: I didn't have any feeling about EPA's
limiting growth or the future of the given area. I mean I
recognize the fact that you also have the obligation té not
just provide for additional capacity, but make a determinatio
whether or not that additional capacity would have some other
effech in the area, air pollution problems that might result
from it, or solid waste disposal or things of that nature.

MR, PAI: Yes, that is true., I think you are very
fortunate that you are in Region IX, the State of California,
to have one of the best regions and states we have over the
country. Generally we try to address the issue on a national
level, and there are areas that need this issue addressed.

It is not particularly relating to the State of California

Region IX.

MR, RANDOLPH: Are there any further questions?
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MR. PAI: I know some of you, you have your national
representatives in Washington, D,C., particularly like the
Food Processors, so I guess you are in tune with what we have
done so far up to this point from your national representativeg

I also want to say, referring to the gentleman therd
on behalf of AMSA, that this is not a hunting statement that
industrial users say, I am going to move out of the area; I
am going to do this, do that., That is one of the very reasong
that Congress is very concerned to ask us to do this study,

asking is that the case? One of the things we want to.do in

this study is to find out whether anybody did relocate:
whether anybody did close down their plant, whether anybody
did cut down their expansion.

We have an adequate chance for all these people to

respond, We work with the National Association of Manufac-

Ul

turers, which is one of the leading manufacturing association

in D.C. We work with the National Food Association which

again has many,many members, and we couldn't find anybody

i
coming out and making that statement. Yet we always hear .
l
these people saying, we are going to move out, we are going '

to cut down our, expansion, we are going to close down plants.
The point I am trying to make here is that we are looking at

what actually happened. We don't look at what he wants to dd
i
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or intend to do or threatens to do., So if you have any cases
of that, we are still open for that, to put in our data up to
October 31. But literally saying he may want to move out is
just not going to hold water,

MR, HYDE: Mr, Pai, it seems to me that we are
getting a little geared up to fight the last war. The decisid
that are going to result from departure have yet to be made,
A case in point, Campbell Soup. Campbell Soup is a large

contributor, a year-round canner. During the non-tomato

season, four million gallons a day; during the tomato season,;
say,eight million gallons a day. That is a large industrial
customer., Now, I don't know that they have declared them-
selves to you. Maybe they will, maybe they won't. What they
have done is to get the zoning law changed, as a result of

a stuéy they supported almost three years ago, That zoning
law has reached culmination and will result in a hearing on a
change in zoning for an area adjacent to our treatment plant.
That will come next week, That has been three years on the

|
train. They bought 1500 acres of land in that area. That iSI

1
an investment behind them. The decision is not made yet.
They are waiting. They are waiting to hear from you and from

Congress.

I strongly urge that you look not at a bunch of datJ

from an inconsequential sample--and it is--don't survey the

ne
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past, bacause the future is not written there. The future
lies -ahead, and you will have to evaluate on tha basis of

projections of doubts, of all the imponderables of what are

i
|
|
|
|
5
going to make people move in the future. !
As far as I am concerned, Campbell Soup's conclusion!

will be, if ICR goes, I will move. It is as simple as that. %
It is economic for them to do so. :
I want strongly to encourage that yu don't take a I:

1

very small sample, which is random, which is nonrepresentativ%

out of the past, and kite it into a decision about the future,
because the scope of that decision is not there, ;
I
MR, PAI: Your point is well taken. Basically, ;
even as you will notice in the study at this point, large i
industrial users know at this point, they may even do better,%

i
just go out and provide their own treatment. We recognize E
that fact. This is not even talking about future additional é
costs to them. Particularly you in California, we understand
the cannery has been one of the industries from my experiencelon
this program for three years,which I feel are the ones who

have been impacted at the very most, not only on ICR, but alsd

on User Charge. !

Again, on the other hand, they have tremendous

impact on grantees to provide treatment for them, too. The g
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issue involved is really a very delicate and very ‘complicated
one, I am saying it would be hard for us to imagine a granteg--
providing that capacity for them without knowing whether they
are going to use it or not, or without knowing how long durin#
the year they are going to use it, What happens the rest of
the nine months of the year, when the capacity is there?

On the other hand, we also understand the cannery ig
operating .on a very low marginal bas:s, and they don't get hit
so hard by all this pollution control. We understand the
issue on both ends of it.

MR, DONAHUE: We've got sort of a double-edged sword
here. We are trying to base our findings and conclusions
on hard data, but recommendations really are going to have to

be drawn about something that is going to happen in the future.,
So we are trying to answer the questions that Congressman
Roberts raised and specifically entered into the Congressicnal
Record last December, and those really are the starting point
for our study. We have to answer those questions. We can

only answer them based on data we have so far, and so far we

can £ind no evidence of plant closings and very little loss of
jobs and very little economic impact, That is because ICR
hasn't been in effect that long, and even where it was, peopl%

suspended it, The recommendations, though, are going to take




745 THIRD STREET. s.w. — WASHINGTON, D.C. 20024 — (202) 554.9148

STEPHEN B. MILLER & ASSGCIATLS

59

into account the kinds of projections we are taking; based
on data we now have. Those recommendations are going to say
that gomewhere underlying them is going to be the thought
that there could bz some significant impact, not just on
industry, but also on residential and commercial users of
public sewer systems, if industry pulls out,

MR, PAI: I think the key thing about this industrid
users decision is not that much of relocation, but rather
providingrtheir own treatment or joining a POTW, That is my
feeling. In other words, they were not relocating because of
ICR., They will probably try to provide their own treatinent

because of ICR or because of sewer costs, loas of revenue in

the local area as far as the tax base goes, I don't think thatj

would be a tremendous impact there.

MR. CARON: Ed, would I be reasonably accurate in
assuming that in your report you will have words similar to
those that were just discussed and really the final decisions
cannot be told because they are in this processing stage, so
somebody doesn't take the quote "hard data" that you have got
and move from that without qualification?

MR, DONAHUE: Yes, that's true. No question about
that. From your own experience, working for a CPA firm, we
will qualify very carefully the data we have, and say it is

limited ‘data, and to say this is all that's going to happen,

1
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this is the impact, it would b2 naive. We are going to
qualify the data.
Ms. KEMPE: Jocely Kempe, from Chevron Chemical

Company. W%ill a federal share go back to the Treasury or

EPA?

MR. DONAHUE: Back to the Treasury. The original

projections for that revenue, one of the handouts we have here,

made by some staff people from the Public Works Committee
when 92-500 was passed, was that it would be $4-1/2 billion
to $7 billion and just based on data we have so far, wa can't
see it'being that large,

MR, PAI: One of the reasons is that a lot of
industries are tremendously reducing their water usage.

MR, DONAHUE: There has: been significant reduction
in water usage. The original intent was that money that went
to the Federal Treasury was going to be earmarked for some
kind of disaster relief fund. That has not happened, There
has been very little collected. Total ICR collection to date
hasnot been more than a million dollars,

MR, STONE: May I also echo the sentiments raised Ly
Mr, Hyde regarding the continuing review of these nonproductiv
costs which we pay for in going to a municipal wastewater

treatment system. Managements do look at them regularly, and




748 THIRD STREEY. S.w. — WASHINGTON. D.C. 20024 — (202) 554-9148

MILLER & ASSOCIATES

_ STEPHEN B.

Gl

then the decisicn is made,

MR, DONAHUE: One of the concerns, particularly wher

—tp P — P

you get into economically depressed areas, I guess the textilg
industry was a cood case, of this, those people up in the
Northeast are competing not only with other parts of this

country, textile mills in the South, but foreign producers

as well, They say that ICR is cost of production--you normal#y

expect when a manufacturer, supplier has cost that goes up,

£ —-

he is going to raise his prices eventually, But in some case
what they are saying is that ICR is a cost we just can't pass
along because the price for our products, our textilesfis
pretty much fixed by what the market will bear, not by what
they cost. If we really factored all these costs, including
ICR, into the cost of our product, we would not be competitiv$

with foreign goods or with goods from other parts of this

country,
So that is something that has to be considered. i
MR. PAI: I think the general statement that can be
made is other than seasonal industries or tremendously high
water usage industries, ICR cost is anywhere from 10 to 20
percent of your total sewer bill., That includes the User
Charge, local debt service and everything. For canneries,
seasonal users, or some of the seafood processors, the costs

probably may be a little higher than 10 to 20 percent. We ars
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concerned with seasonal users, and come of these low-profit
marginal industries.

MR. MALDARY: I am Joe Maldari from Foremost. In
the consideration of ICR.charges, has anything been thought of
with regard to the character of waste? If one industry
required just secondary treatment, will he pay as if he needcq
full treatment or is that something that hasn't been consideﬁec

MR, DONAHUE: That is approached indirectly, Lecausg
ICR charges are supposed to be based upon not just volume of
your discharge, but gtrength a5 well, If you take the cost of
building a sewage treatment plant, and allocate it to rate
components, what part of the cost of building a sewagertreat—
ment plant is used to remove BOD or remove suspended solids or
whatever it is you are removing, then that will impact the
rate charged for specific customers depending on the compositipn
of their sewers. Indirectly that is considered under the

existing ICR regulations,

Can we have some comments from the state? The State
of California is probably one of the more aggressive and
active state governments as far as environmental issues.

MR, ROTHENBAUM: It is hard for me to give a State
Board opinion, except for those working within the State Board

r

we have a lot of opinions, personal staff opinions. The staff
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of the State tliter Resources Control Board personally feel
that ICR has not been as constructive as it was intended to
be in the first place. The only thing I would have any
questions on any of these alternatives is No. 16 which requirg
a letter of commitment from the industrial user, Does that
mean it abolishes ICR?

MR. DONAHUE: ©Not necessarily.

MR, BROWN: ICR would stay the same way it is today;
only we would have a contract that is binding,

MR. ROTHENBAUM: We would rather see his letter of
commitment, but in case of the letter of commitment werwould
like to see ICR abolished. ‘

MR, PAl: What would that commitment do then?

MR. ROTHENBAUM: Well, we were talking about sizing
of the treatment works. A’ latter of commitment would basically
say to a grantee that so much capacity is set aside for this
one industry. By doing that, if the industry only utilizes
that capacity which they reserve, it prevents utilization of
that capacity by, say, the rest of the municipality or for
other industries, thus putting a factor limitation on growth,
That was one of your concerns. Let's say industry says we
want a 20 percent increase; they only increase by 20 percent.

Therefore an additional 10 percent is there for the grantee to
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use for expansion purposes, V%2 don't want to see that happen.

MR. PAI: Who is paying for that extra 10 perccntagd?

MR. ROTHENBAUM: The industry.

MR, PAI: Through User Charge and local debt servicg

MR. ROTHENBAUM: They would have to pay that capital

portion allocated to them through the letter of commitment.

MR. PAI: Local capital portion or federal?

MR. ROTHENBAUM: Local capital portion,

MR, PAI: That is/:ood point.

I want to also comment on just a side issue, non-
productive cost., I think we always look at nonproductive cost
from the industry point of view or society's point of view,
I understand water pollution or any pollution effort is a
nonproductive cost to industry. But as the study indicates,
all these things also have social value., What is nomproductiv
cost+to society?

I am not trying to say that industry is responsible,
I am sayling industry should take heart that whatever money
they put in to abate pollution, it is productive cost,

That may help you to persuade your management to
allocate money for pollution control. It is not a total waste

even to industry itself,

MR, DONAHUE: One of the things we did find,

")

[(]
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comparing rates is difficult to do. Even if you go back and
look at the unit cost for a gallon of sewage or pound of
pollutant, if people change the basis upon which they charge
people, many industries say, our sewage costs are going up
phenomenally, They are charging everybody a flat unit cost
basis. That is one thing,

Another thing, a lot of people have been complaining
about ICR and User Charges, but if you go back and really pin
them down to what they are paying in total cost, and find out
particularly in a couple of Northeastern states there has

been state legislation passed mandating that the cooling

water be discharged directly, not into the sewer systeﬁ,
that while industry's rate may have gone up phenomenally, I
can think of one place where the average industrial rate was
$9,21 per thousand gallons for everything. But their total
sewer bill had gone down, because they are no longer paying
any sewage charges on cooling water which they used to pay.
You really have to be careful or data can trap you if you
are not careful in how you use it,

MR, PAI: If anybody here has any:- particular concerp
about any of the alternatives we have here, or has difficulty
with it, this is what we came here for, and just come to

express it. We have 16 Alternatives here--17 now. This is
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the time to express your preference here; we want to hear
about it, If you don't have it, then you lost your chance--
seriously. I would prefer to see people tell the Congress
what they want, instead of when the Congress takes some
action, say they don't like it. This generally is too late.
This is the very purpose of this meeting,

MR. SAWCHUK: The comments received through October
31 will be recorded as if they were spoken in this meeting,
will they not?

MR, PAI: Yes,

MR, DONAHUE: If we get responses after the 31lst of
October, we will try to factor them into drawing up the final
data, and drawing up retommendations, We can't guarantee it,
If we get them through the end of this month, we can.
Congress did not allow very much time for the study. That
study I started in the middle of May and the final report is
due at the end of December, It is a legislative deadline, W
can't get an extension. You have to amend the Clean Water
Act to give an extension for the deadline of the study. We
intend.: to meet that deadline, - 50 we have a really short
time.for this whole thing.

MS, KEMPE: Will all participants at this meeting

get a copy of your draft report?

R G4
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MR, DONMIUE: They will be available in the regionaT
office, It is a public document.

MR. TANDOLPH: If you desire a copy, write to ma
of the Office of External Relations, specifving the report
you are after, and I am sure they can accommodate you. If
you have a problem, feel free to call me and I will do what
I can,

MR. DONAHUE: What we are planning to do is to have
the draft report, or at least the summary part of it, which
we look at as being 25,30,35 pages long, available to anybody
who wants it. If anybody wants a copy, fine. The final
report is probably geing to be 2,000 to 3,000 pages long.

We have transcripts and a whole bunch of public meetings,
pages and pages of computer printouts, computer generated
curves and that kind of stuff, We weren't planning to make
whole bunches of copies of that, I think what people are
interested in are findings and recormendations. That is what
we plan to distribute.

MR. PAI: For this public meeting, we will make a
summary of this public meeting, and make copies available to
whoever registered here., We will make a transcript of this
public meeting available in regional offices; however, we
don't know whether they are going to make it available to

everybody, You will have a summary of this public meeting.
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MR. ROTHENBAUM: Oh Alternatives No. 2 and 3, has
Coopers&Lybrand considered maybe recommending that current
capacity be funded higher than 75 perdsnt, say, 85 fercent
federal funding for current capacity, and dropping it lower
to future capacity, therefore giving an additional incentive,
a better incentive for planning future needs, because the
fact remains you will get a higher percentage for present
capacity than dropping it drastically for future capacity.

MR, DONAHUE: We said 75 percent because that is
being done now. But we said pick some percentage of funding
for billing for present capacity, and drop that percentage on
a sliding scale as you build more capacity. Seventy-five
percent isn't a sacred number.

MR.' PAI: You have to be careful. Ten percent
additional could be an offsetting factor for additional
capacity. That is another factor,

MR. ROTHENBAUM: It is not very cost effective to
build a treatment plant just for present capacity,

MR, PAI: That is something that hasn't come down
to final language yet, We do have cost effective guidelines
to address the_peed for population projections, and so forth,
things like that, We could have 5 percent, 25 percent
industrial capacity geared into our factors, What we tried

to do is say anything above and beyond that probably is the
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cut-off point, more than the current need. Again the current

need is, you can work wwith that number. The current number iJ
after a plant is constructed or whatever. Basically this
gives you the concept of 'what we are trying to do. We try

to make sizing more reasonable,

MR, DONAHUE: The idea behind Alternatives 2 and 3
also, and this is another thing which isn't said specifically,
the idea was, okay, the federal government, Congress has
enacted the Clean Water Act. EPA is administering it for the
Caongress, we will help your local community get to where you
should be right now to comply with these requirements.fAfter
that,you are on your own, We are not going to be in the
business forever of handing out grants, There is only so much
money we have, A lot of people are complaining about federal
intervention in local affairs, We will help on a one-shot
basis, After that, you are on your own, That is one of the
ideas underlying that kind of recommendation.

MR, RANDOLPH: Any further questions?

If not, thank you very much for attending. I would
ask you once again, if you have not filled out a registration
card, to do so,

MR, DONAHUE: If anybody would like to meet with us,
we will be back here this afternocon to do that,

We have another session tonight at seven o'clock and
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(Whereupon, the meeting adjourned, to be

reconvened at 7:00 P,M. the same date.)
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PRESENT:

Eugene Boone, P.O. #3111, Zip Code 95353,
Yepresenting John Inglis Company

MR. RANCOLPH: 'Good evening. I am John Randolph,
and I have been asked by the Regional Administrator to welcong
each of vou as participants to the public hearing concerning
the subject of Industrial Cost Recovery. It is EPA's sincere
intention- that the public be involved in the study and that
the study's statements and concerns be reflected in the final
report to the Congress in December of this year.

There will be a briefing on the project and scope
by Coopers’ & Lybrand, management consultant and accounting
fixm hired by EPA to assist in the studv. The prescntation
by Coopers & Lybrand will present the findings and ccnclusiong
of the study as well as some of the possible recommendations
which could be made a result of the study. Prepared statc-
ments by those individuals who have scheduled a statcnuont in
advance will be entertained in the latter portion of tle
meeting.

Questions and answers and an open but orderly dis-
cussion will be.invited again at the close of the meeting.

As I stated earlier, I am John Randolph, and my

responsibility in Region IX is to review coordination of all
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proposed Industrial Cost Recovery systems as well as User
Charge systems. As you are familiar with, users of Publicly
Owned Waste Treatment Systems are required to pay their
Provortionate share of all operations and maintenance costs,
In addition, industrial users pay a proportionate share of
the capital cost of the project.

Parameters for establishing the ICR cdsts are
basically two: flow and strength,.

With respect to the study that we will be discussing
this evening, it is mandated by the Congress in 1977. A
contract was awarded in May of this year to Coopers & Lybrand,
Public accounting firm. The reasons for the selection of
Coopers & Lybrand are primarily that Coopers & Lybrand had
exXperience in the area of revenue programs, previous experi-
ence with FPA. In addition, they had the personnel available
in order to comovlete the task.

The scope of work is defined in the Congressional
Racord of December 15, 1977. Some of the issues that were
addressed in the RFcord include any possible discrimination
against particular industries or plants as a result of
Industrial Cost_gecovery, what differences there may have been
in charges by various communities -ecause of ICR or User
Charge requirements.,

The question was raised, does ICR ‘force industry
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to relocate?

Again, does ICR increase the cost of pollution con-
trol or thereby duvlicate the cost to industry?

Several questions were raised by the Congress with
respect to the effect of ICR on conservation efforts, pri-
marily water conservation.

Congress was interested in ascertaining whether or
not ICR encourages cost effective alternatives for pollution
abatement projects.

And finally how are the revenues spent, once they
are derived from the ICR system?

At this time I will introduce Mr, Alan Brown to dis-
cuss the contractor's portion of the studv.

MR. BROWN: My name is Alan Brown. I was respons-
ible for the ICR data collection effort conducted in the
western half of the country.

When EPA first asked us to collect ICR data, the
first thing we did was go back and look at the 1972 legisla-
tive history, to find out what ICR was supposed to accomplish
and get our bearings on what the study was supposed to
consist of.

Stated briefly, we found there were two major
ideas contained in the legislative history or two purposes

behind Industrial Cost Recovery.
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The first idca was that of equity or equalizing
assumed economic advantage, and Ly that I mean less expon-
Sive sewage cost for those industries that use a Publicly
Owned Sewage Treatment plant as opposed to those industyries
that have to treat their ovwn sewage.

The seéond idea was that of capacity or appropriate
sizing of the treatment facilities with adequate but not
excess future capacity.

The third idea we found in the legislative history,
but not essential to ICR as the others, was an attempt to
encourage water conservation,

Now the background material from the 1972
legislative history, together with the legislative history
related to the 1977 Act, Congressman Roberts' questions
and Congresswoman Heckler's statements on ICR basically serve
as the frame of reference for us in this study.

Our initial step that we took in late May of this
year was to sit down with EPA and that included John Pai
from Washington, John Gall from Region I in Boston,
and Ted Horn from Pegion V in Chicago and put together a
shopping list of all the data that we thought would he
pertinent to help us answer the questions that Congressman

Roberts raised about ICR and some other questions related
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to User Charges. We took this list of data elements and
Converted it into two draft survey cuestionnaires, one for
industry and one for the grantees.

The industrial' questionnaire was reviewed with
associations like National Association of Food Processors
in washington, National Association of Manufacturers and
other industrial groups to be sure that the information
was available.

AFter refining our questionnaires, we developed
a list of people to survey, and we complled with EPA
assistance, a list of approximately 100 cities which we
planned to visit in person, and these ranged in size from
the little town of Ravenna, Nebraska, population of about
560, to towns as large as New York and Chicago.

We eventuvally visited 120 cities in person, some
of them twice. Our standard procedure was to go into the
city and attempt to meet first with the local agency respons-
ible for the wastewater treatment facility and then meet
later in the day with any interested industrial groups, civic
groups or other associations.

We mailed out our survey questionnaires ahead of
time so people would have an idea of what information we

were looking for, and would be able to prepare prior to our
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arrival.

We also stressed that participation in the survey
was voluntary. In many cases pcople took our completed
questionnaires and nailed them back to us rather than
meeting in person.

In addition to the 100 cities that we visited
in person, we came .up with a list of 200 additional cities
to be surveyed over the telephone. We used basically the
same procedure., e mailed out the same questionnaires in
advance to the people we surveyed by telephone.

We then came up with a group of five, later
expanded to six, industries for detailed study. Although
we were interested in the impact of UC/ICR on industry
in general, we were particularly interested in industries
which met one of the following criteria; whether the industry
was labor-intensive, had a low operation margin, was a high
water user, was particularly seasonal or impacted by the
extent of the pretreatment regulations. The industries that
we eventually selected for detailed study were: meat pack-
ing industry, dairy products, paper and allied products,
secondary metal products, canned and frozen vegetables and

fruit, and texéiles.
A list of selected establishments in the industries

I just mentioned was put together, establishments located in
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cities we were going to visit in person, and telephone
interviews; and the survey forms were mailed out to those
establishments.

Our entire data collection effort was conducted
in six weeks, using ten teams of C&L consultants across the
country.

The second step in the study, just as important as
our first, the data collection effort, was to develop mech-
anisms for public participation in the study. We wanted
grass roots involvement and we wanted an open study. What
we did was put together an ICR Advisory Group of approxi-
mately 40 individuals representing industrial, environmental,
civic, local government and Congressional interests; and
we relied on these people to keep their local chapters
involved in the study. We held monthly meetings in Washington
and transcripts of these meetings were mailed to anyone that
was interested in them,

The third step in our project was to summarize and
analyze the data that we collected, and we are currently
completing this task in Washington. But we have reached
some preliminary conclusions as to what the data means.

We conducted several computerized statistical analyses, and

these are currently being refined. Now we have looked at
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enough data to be able to formulate some possible alterna-

tives to ICR as it is presently constituted and the purpose
of the meeting this evening is for us to relate to you what
We found and to get vour ‘reaction to it.

AFter these ten regional meetings are held, we
will put together a draft final report which we plan to
circulate widely and the draft report will be written in
mid-Novemher. 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,
and we cannot of course gquarantee that Congress is going to
act on our recommendations.

I will turn the meeting over now to Ed Donahue
who will discuss with you what our findings and conclusions ar

MR. BOONE: Are you with EPA yourself?

MR. BROWN: No, I am with Coopers & Lybrand.

MR. PAI: Both of these gentlemen are with Coopers
& Lybrand.

MR. DONAHUE: I am Ed Donahue. I am the Project
Manager with Coopers & Lybrand in 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,

based on our studv,are currently being studied, validated
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and refined in ocur WVashington office. Rather than hand out
raw data Or computer printouts that are understandable to
only a few people, we have summarized our data into a handout
entitled "ICR Study Data" dated October 10, 1978. You &hould

have received a copy of this handout earlier.

The final version of ‘the data analysis, much more
detailed and much more extensive, will be appended to and
included in our final report.

Without any further delay, let's look at the data.
Remember, though, the data is mostly average data and
requires careful thought before using it or it can be mis-
leading. We eventually got data from 241 localities. The
best data came from places we actually visited. The data
I obtained through telephone surveys was not as complete or
preciée, but it was still useable. We also obtained data
from 397 industrial facilities, mostly through the effort
of trade associations. The industrial data is at plant
level rather than comvany 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 treatment costs for industries using
Publicly Owned Treatment Works versus those treating and

discharging their own waste. We used a computerized tax model
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which we had developed for industrial clients, and modified
it to reflect User Charge and ICR situations.

Basically the model incorporates a series of
equations which reflect the cost of doing business and
enable the company to evaluate alternatives; in essence,

a "make or buy" decision. Should a company use Publicly
Owned Treatment Works or should it treat its own sewage?

‘What we found was for some medium or large indus-
tries, having compatible waste, it is cheaper in the long
run to self-treat, even without including ICR costs, just
including Use: Charges, This is a very significant finding.

What it means is that without ICR or pretreatment
cost considered, a large industry should from an economic
viewpoint treat its own sewage. This is based on several
tax changes that were not really known to the Public Works
Committee since they were enacted after the passage of
Public Law 92-500 in 1972.

The three tax situations which make it attractive
to self-treat sewage are: first, accelerated depreciation
over a five-year period for pcllution control eduipment:
second, investment tax credit for capital equipment; and third
use of tax-free Industrial Development Bonds, IDBs to

finance self-treatment facilities.




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

STE'PHEN B. MILLER & ASSOCIATES

13

The propssed tax law changes now pending before
Congress, those recently enacted and those which will be
acted on in early January when the new Congress convenes,
will, if enacted, make it more attractive to industry to
self-treat their sewage because of the increased investment
tax credits. What this finding says is that for many indus-
tries it is cheaper to self-treat than to use Publicly Owned
Treatment- Works. If this is the case, why don't more
industries self-treat? There can be several reasons.

The first is, they are not located on a river or stream or
other receiving body and must use a Publicly Owned Treatment
Works. Seécond is they don't want the hassle of treatment,
they do not want to get an NPDES permit. They do not want
to build and operate their own sewage treatment plant or
similar kind of things, The third thing, which is probably
the most common, is that User Charge and Industrial Cost
Recovery have not been in effect long enough to see their
impact.

The significant thing to bear in mind, though, is
that if Industrial Cost Recovery and pretreatment costs are
added on top of .User Charges, they could be the final straw
that drives industry out of Publicly Owned Treatment Works,

thus making it more expensive for the remaining Publicly
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Owned Treatment lJorks customers to use the public sewer
System. 1In particular, EPA's application of pretreatment
standards is likely to make many industries seriously con-
sider self-treatment.

The second major issue is that of sewage treatment
works capacity. Based on the survey of 241 wastewater
treatment facilities from which we obtained data, the
average Publicly Owned Treatment Works uses only 68 percent
of its design capacity. Usage ranges from a low of 4 percent
to a high of 120 percent. It appears ICR, as presently
formulated, has not acted to putra cap on the construction
of excess future capacity in public sewer systems.

The third issue, that of water conservation, is
not as‘clear. Based on industries we surveyed, water con-
sumption has dropped an average of 29 percent. But industries
with whom we talked attributed the water conservation to
higher water rates and to User Charges, not to Industrial
Cost REcovery because Industrial Cost Recovery as a percentage
of water bills and User Charges is not that significant
at this time.

The economic impact ¢ ICR to date is not signifi-
cant in most locales, because:

ICR has not been in effect for more than a year
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or two.

Most granteces 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 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 great with the exception of the two cases
just mentioned; the combined impact of User Charge and
Industrial Cost Recovery 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. 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 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 particularly in
agricultural communities.

There-does not appear to be any impact of iIndus-
trial Cost Recovery on national industrial growth patterns to

date.




743 THIRD STREET. 5.W. — WASHINGTON, D.C. 20024 — (202) 554-9148

g

STEPHEN B. MILLER & ASSOCIATES

16

We werc 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 industrv of sewage treatment is
much greater by about 50 percent per gallon in AWT plants
as compared with secondary plants.

The incremental cost to the grantees to maintain
and operate Industrial Cost Recovery systems, that is,
the "eliminatable cost" above and beyond the cost of main-
taining and operating User Charge systems, is small when
compared to the total cost of sewage, averaging about $15,000
per grantee per year. Average Industrial Cost Recovery
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. We would be pleased to
discuss psecific data during the question and answer period
at the end of our discussion.

To summarize -our findings:

ICR is not doirig what it was supposed to do.

Relatively few cities have implemented ICR.
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Most of those who have implemented ICR have sus-
Pended collections.

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

Third, 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 Vater
Act had social as well as economic objectives. Among other
things, Congress is attempting to avoid the appearance of
using public money to subsidize industries that discharged
scvage to grant-funded Publicly Owned Treatment Works.
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 you to turn your attention
to a document entitled "Preliminary Compilation of Possible
Study Alternatives," dated October 10, 1978. The document
presents 16 alternatives, ranging from leaving ICR as it
now is to outright eliminatién of Industrial Cost Recovery.

These alternatives are not necessarily mutually exclusive.
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Nor are they ranked in any order of priority or preference.
Some of them could be combincd for concurrent use.

that I would like to do at this time is to ask
Alan to take thgse 16 alternatives, go through them one at
a time, and tell you a little bit about each of them, and
tell you the advantages and disadvantages of them. If you
have any questions as we are going through these, feel free
to ask them. If vou can suggest some other alternatives
or some variation or refinement of these alternatives,
we would be pleased to hear that also.

Alan, if you would like to discuss the alternatives

MR. BOONE: Before you start on that, if I may,
you are from District IX?

MR. RANDOLPH: Right.

MR. BOONE: What cities in California are actually
involved in this ICR prégram?

MR. RANDOLPH: It is my understanding, I believe
there is a winery in Modesto, E & J Gallo. They are involved
That is the only one that comes to mind right now.

MR. DONAHUE: Any city that has taken a grant
from EPA and ha§é industry has to have an ICR system, and
at present in California, I don't know how many cities have

actually implemented Industrial Cost Recovery.

3
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MR, RANDOLPH: I am sure Mcdesto or at least

the Gallo Winery--

MR. BOONE: They have their own treatment plant.

Did you ever hear of Boone's Farm Wines?

That is named after me., I used to work with them years ago.

I went to school with E.and J. Gallo. That is Ernest

and Julie. I know them real well. They have their own pri-
vate treatment plant,

MR. DONAHUE: They are also paying Industrial

Cost Recovery. Somebody in the regional office is getting

some kind of payments from them. Basically any city in

California or any city in the country that took a grant
from FPA to build sewage treatment works and has any kind of
industrial usage of their sewage treatment system has to -

set up an ICR system.

MR. RANDOLPH: Let me say something. I am involved
with the review and in most cases the approval of the ICR
proposal, and that is at the 80 percent completion point.
At the point where the plant is 100 percent completed and
the grantee starts collecting payments from industrial users,
those payments are remitted directly to the financial manage-

ment officer, and we in the Grant Section are no longer

associated with the ICR per se. We are only involved in




743 THIRO STREET. 8.W - WASHINGTON, D.C. 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

20

preliminary phases in terms of approving the financial schemz,
if you will.

MR. DONAHUE: Alan could probably tell you off the
top of his head a list of most cf the cities we visited in

California.

MR. BOONE: Do they have these charges going on?

MR. BROWN: No.

MR. BOONE: We have plants in Banta Maria, Salinas,
Santa Cruz, Watsonville, Modesto; Ogden, Utah; Bellingham,
Washington and Grandview, Washington. I am not familiar
with this paying anything in this form. At Modesto, we get
a fairly sizeable bill every month there, but it is for
volume and strength.

MR. BROWN: Let me go through this and talk a little
bit about what User Charges are, what Industrial Cost Recovery
is, and maybe I can explain to you why you are not paying it
and maybe why you do not recoqnige it on some of your bills
now.

MR. BOONE: We have a hard time keeping up with the
user part of it, like at Modesto this last month we got a
bill for $19,000 for one month, and we have two meters,

Meter "A" and Meter "B." Meter "A® reads in cubic feet.

Meter "B" reads in gallons. So the wise girl down at city
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hall does the Meter "A' properly, because she has to
Multiply the cubic feet by 7.48 gallons per cubic foot.

Buf she goes over 2nd nmultiplies the gallons by 7.48, so

she owed us 16,000 SOMe 544 dollars, which she has to now
give us back. Ve have to catch them at this. We are so busy
just watching use, and for example at Santa Cruz, I am looking
at it from the practical viewvpoint now, how it affects the
guy who is trying to make a living in this racket. We

have cut our usage down over there; we have actually had some
related data to water usage and pounds of product put out

and we are running about 17 gallons of water for each

pound of finished product out the back door. Now we have that
down to 3-1/2.

MR, DONAHUE: Pretty sizeable reduction.

MR. BOONE: It wasn't worth a God damn hecause
the sons of hitches turned around and raised our water hill
50 percent because the city wasn't selling enough water.

So what the hell is the use? We are disgusted with the whole
thing.

We are paying more for water now. It offsets our
savings over there. We say, why fight city hall? Forget
about it. Let's just go ahead and use the water. To hell
with them. That is the sort of reaction we get on the

practical level.
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MR. PAI: In the line of your thinking, this
is the thing we try to avoid in wastewater treatment practice;

When usage goes down, the rate has to go up to
Support the overhead.

MR. BOONE: We would rather use more water and pay
less for it. Why try to conserve? There's no point.

MR, PAI: Exactly. The point we are trying to
address, on the sewage treatment plant we are in the process
of doing some planning through which we may be able to avoid
that kind of situation. 1In other words, if we size the
thing right, with the water conservation, with this kind of
thing in mind, we may not have to size a plant which is too.
big, and when you start to conserve water, your sewer rate -
goes up. You see my point. The reason why the water rating
goes up--

MR. BOONE: I know why it goes up.

MR. PAI: What we are trying to do is size sewage
treatment plants more reasonably, so when anybody conserves
water, to reduce their water into the sewer system, they
are not going to be penalized by a higher rate. It may work,
Give it a chance. It may work. The problem is you have a
big, big water plant here. When everybody uses less, you

still have to pay the same amount to pay O&M cost. We are
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trving to say don't build a sewage treatment plant too big,
because when you build it tco big, no matter hcw much sewer
You are going to use, you are going to eventually pay that
amount of money to keep that plant operational.

MR, BOONE: Are you from Washington?

MR, PAI: Yes.

MR, BOONE: Go back and tell them to get busy
and write their 301(h) Resolution, because we had all these
hearings and all the rest. This is our only salvation. In
Santa Cruz we have four industries. We have a tannery, we
have Lipton's Tea, we have ourselves, and Pacific Foods,

which is a cannery. The cannery is, seasonal. We are scas-
and

onal. The tannery is year-rouund/Lipton's Tea is year—round. ..'-

So vou have two vear-round, two
seasonal. We are the only four industries in the City of
Santa Cruz, and they are talking about at the top a 565
million sewage treatment plant, and at the bottom, 535 million
Hore are four industries.

You say you're looking for a town that is going
to close industries down, so look at Santa Cruz. There's
one that is, I Will guarantee you, if they have that
$65 million one. Our sewer bill would be based at the present

time somewhere around $250,000 a year. We'll sell the plant
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off, sell the property, and we will move to some place else,
no quastion.

MR, PAI: The alternative is either to go to
Secondary or go to primary--

MR, BOONE: We have primary already. We want
your approval of ocean outfall. We have ocean outfall already
We want your approval.

MR. DONAHUE: When they talk about a $65 million
plant, are they talking AWT?

MR. BONNE: Secondary.

MR, DONAHUE: Not advanced, not tertiary treatment?
Secondary treatment?

MR. BOONE: Thirty-five to 65 is the range. I
won't be at the meeting, but on Wednesday morning, at seven

o'clock, they are meeting again in Santa Cruz.

MR. PAI: Do you feel they sized the plant properiv?
Is the plant too big?

MR. BOONE: We don't think secondary treatment is
necessary at all. We meet eight criteria of 301(h) waiver
perfectly. Allwe want is your approval. Instead of wasting
your time out here, why don't you go back there and get those

people on the ball?

MR. PAI: I'm glad your statement is on the record.
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MR. BOONE: You came out to find out what our
problems are and I am telling vou.

MR. PAI: Give us some more on ICR and User
Charge.

MR. BOONE: I don't know anything about them. I
haven't experienced them. I am paying for strength and
volume. 1If somebody is charging me for ICR, I don't know
it.

MR. DONAHUE: Let Alan explain what the two types

of charges are. You may be paying them but not realizing

it.

MR. BROWN: Basically if the community took a
grant under Public Law 92-500 to upgrade or expand their
treatment facility, the law required that the grantee
establish a charge to recover operations--

MR. ROONE: Does that mean they are doing it?
Does that necessarily follow that they are following that?

MR. BROWN: In most cases, yes.

MR. BOONE: In Modesto are they doing that?

MR. BROWN: Yes.

MR. BOONE: You are sure?

MR. BROWN: Modesto is one of those places we

interviewed.
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MR. BOONE: They do have an ICR?
MR. BPOWN: T am not talking about ICR.
MR. BOOME: I am talking about ICR.
MR. BROWN: Let me tell you what the two charges
are, Then you can ask me all the questions you want.
The first charge is the User Charge, which requires

the grantee collect back from all the users on the system

in proportion to their flows and strengths, loadings to the
plant. The operation and maintenance cost of the plant.

MR. BOONE: We are doing that.

MR. BROWN: That is probably the charge you are talk-
ing about that bills you on flow and strength.

MR. BOONE: Flow and strength.

MR. BROWN: That is the User Charge. The other_kind
of charge that Congress required in Public Law 92-500 is
the Industrial Cost Peccvery Charge. Let's just take a
hypothetical example.

MR. BOONE: Take Modesto, so I can identify with it,

MR. BROWN: I am not familiar with Modesto, How large
is the plant there?

MR, BOONE: What plant?

MR. BROWN: Sewage treatment plant.

MR. BOONE: It is big. I don't know what the total 14.
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It cost $14 million, I know that.

MR. BROWN: Let's assum2 it i3 a 10 ¥GD plant and
it cost $14 million, and that industry's share of that plant--
industry contributes roughly 10 percent of the flow, the BOD
and solids.

MR. BOONE: We got $7.2 million from Washington,
and we raigsed $7.2 million, and we built the thing about
eight or nine yvears ago. Ve were the No. 1, we were the first
place in the United States to do this.

MR. RANDOLPH: Off the record.

(Discussion off the record)

MR,DONAHUE: I think we should put this on the
record.

MR. BOONE: I have to get on the same wave length:
you are talking about something that there is no use to me--
I am too nervous to steal, too stupid to lie--I have to be
able to identify. I don't think we are involved with this
God damn thing.

MR. PAI: You may not be involved with it right now,
which is probably the case. You are paving a User Charge
which is for operation and maintenance of the plant. ICR
is basically what you would have to pay if vour city, or

whatever they may be, applies for new federal money. In your
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example, building a secondary plant for anywhere from

$55 fillion to $65 million, generally 75 percent will come
from the federal government. Okay? I am trying to use your
situation, and explain how this ICR may affect you.

MR, BOONE: What we want to do is we want to get
approval of the 301(h) waiver, and we don't want to build
a God damn secondary plant in either Watsonville or Santa
Cruz. We don't want any part of it,.

MR. PAI: If that is the case, you don't need any
federal money.

MR, BOONE: I want you to get back to Washington
and get busy and get on with the work.

MR, PAI: Let me get on ICR itself. 1In case
vour waiver is not approved or vou have another plant you
want to relocate, in which they would have to require some
federal money from this point, then that money, 75 percent,
will come from the federal government, which is different
than 84-660 which you only received 50 percent grant.

The new Water Pollution Act is under 92-500 or 95-217. You
can receive up to 75 percent of federal money to build
that plant.

MR, BOONE: I don't know if we can afford to accept

it.
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MR. PAI: That's up to you.

MR. BOONE: Have you read Simons' new book,
"A Time for Truth"?

MR. PAI: I heard about it. I heard it is an excelt
lent book.

MR. BOONE: You better read it.

MR. PAI: In case vou receive that grant, the law
requires that industrial users who use that federally funded
facility would have to be required to pay vour share of
usage of the construction costs back to the federal
government. That is what is called Industrial Cost Recovery.
You are not affected by ICR righf now, But in case any
of your plants are in a city which is applying for or
receiving federal money, then you will be subjected to the
ICR requirement if the law doesn't change. However, there
are enough industrial users in the country saying that ICR
is an additional or unfair financial burden to them, I
would say like in Sacramento. A lot of canneries or canners
have a problem because they know they are going to pay ICR
sometime along the line if ;he law doesn't change.

So there is enough concern raised to the
Congress that Congress was responding to this concern.

The said, hold down the ICR implementation part, don't
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collect money for 18 ménths and let's do a study and sec
how ICR actually affects industrial users.

If you are not involved with ICR, you are lucky at
this point, comparcd to any of the other canneries or

frozen food processors in the country. Many of them have

relocation, to close down a plant, to cut down expansion
and everything else. So this study is trying to find out
what indeed has ICR impacted. Basically we have six major
industries and other minor industries that we are concerned
with. The study up to this point is what Ed just briefed you
on, that it shows that a large industry probably would be
better off by going to self-treatment.

MR. BOONE: Suppose that a city like Modesto,
let's say, instead of doing it ourselves, on a 50-50 basis,
suppose there had been 75-25. So 75 percent of the $14 millid
we would have gotten from the federal government, which really
means we paid it ourselves. There is no such thing as a free
lunch. We understand that real well. We would put up 25
percent on a direct basis. What would my charges be on ICR
on that basis? -

MR. DONAHUE: If yvou used 10 percent of capacity

of the sewage treatment system, if your company used 10

n,
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percent of total capacity--

MR. BOOINZ: Based on what?

MR. DONAHUZ: Based on flow and strength,
how many pounds of EOD is the sewage treatment designed
to handles~if vou usc 10 percent of that design capacity--
okay, that is 10 percent of the BOD; if you use 10 percent
of the flow that the plant was designed to handle, okay--

"MR. BOONE: We don't get in trouble on BOD. It is
the damn volume that we get in trouble on.

MR. DONAHUE: Whatever portion of the sewage
treatment plant vou use, whatever percentage of it it is,
thatpercent of the federal grant dollars has to be repaid
by vou over a 30-year basis, so it could be sizeable dollars.

MR. BOONE: Do you have to pay interest?

MR. DONAHUE: ©No interest.

MR. PAI: To give you an example, $14 million,
75 percent of that--$9.8 million. Assuming you are using 10
percent of capacity, you owe the federal government practic-
ally $1 million, payable over 30 vears. So each year you
would pay approximately $33,000. That is the extent of
ICR.

MR. BOONE: That would double my charge at Modesto.

Last year I paid $36,000.
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MR. PAI: A year?

MR. BOONZ: I am against this.

MR. DCUIAHUE: That is a crude calculation,

MR, BOONE: You don't have to go any further. I
am against it.

MR. DONAHUE: We looked at what Industrial Cost
Recovery was supposed to do. The theory was ,when the law
was passed, if vou are an industry that uses a public
sewer system, and three-quarters of the cost of that public
sewer system is paid for by the federal government versus
the same kind of company that has to huild its ewn sewége
treatment system somewhere out in the boondocks that has to
pay 100 percent of it, then supposedly the company that was
located in the city using the city sewer svstem is getting
an economic benefit: it is only paying 25 percent of the
cost of the sewage treatment plant versus 100 percent, and
supposedly you were getting an indirect suhsidy doing that:
and Industrial Cost Recovery--

MR. BOONE: Tell them to aquit. worrving about that.

MR. DONAHUE: Industrial Cost Recovery was
supposed to equalize those situations. What we found, look- -

ing at tax laws, is if you are a large user, it is cheaper

_ for you to treat your own sewage than to use the public sewer

svstem.
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MR. BOOIIE: Do you know the plant at Pattersocn,
California?

MR. RANDOLPH: No, I don't.

MR, BOGHE: They just put in their own, and they
borrowed like $990,000, almost a million dollars from the
state on a 5 percent deal, and bought this ground and put
in this system. This is just like 18, 20 miles from Modesto,
my plant.

MR. DONAHUE: We made some assumptions about what
interest rates are going to be and all of that, how much
money you have to pay to borrow money to build your own-
sewage treatment plant--

MR. BOONE: The state at that time, maybe they
charge you more now, but it was 5 percent last year.

MR. DONAHUE: We made some assumptions, and it
turned out it was cheaper for larger companies to treat
their own sewage than to use public sewer svstems. That is
even withdut ICR charge. This is strictly the User Charge
kind of thing vou are paying now. We said,okav, the economic
advantage that was sunposed to be there isn't there: and
not only is there not an advantage, but it is more expensive
to use a public sewer system than to treat your own sewage.

1f vou had Industrial Cost Recovery and pretreatment cost on
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tcp of that, vou are certainly coing to drive industry

out of the public scwer system. That is one of the concerns,
if you build these big sewage treatmant plants and you build
them to handle industrial sewage, and industry sees it is
more expensive to use the public sewer system than to treat
their own, you are going to be stuck with these big sewage
treatment plants and somebody is going to have to pay for it.
That is one of the concerns.

That is why some of the 16 alternatives have becn
put together. I think if you would let Alan go through. some
of them--

MR, BOONE: I like the first one "abholish it."

MR, DONAHUE: A lot of people have said that. If yg
go bacg to the statement I made, though, if you were looking
at this from purely the legislative intent, is Industrial
Cost Recovery doing what Congress wanted it to do, we say
it apparently is not. The simple solution would be to
suggest eliminating it.

You have to remember Congress operates in a
political kind of situation. If we said that, eliminate
Industrial Cost-Recovery, we are reasonably certain that they
would not follow our recommendations.

what we are saying is, if vou make the assumption
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their original objectives of water conservation and sizing
Scwage treatment plants apparently are still valid obijectives,
then we should proposa some other ways of accomplishing those
instead of having this additional cost recovery charge. That
is what these alternatives are supposed to address.

Alan, if vou could bhriefly go through some of them.

MR. PAI: Do you want us to go through some of these
alternatives?

MR, BOONE: We are meeting with Congressman Mineta
cn Wednesday at noon in Watsonville. That is the largest
concentration of food plants in the United States, Watson-
ville Freezers. There are 15 of them, including ourselves,
and we naturally are going to try to get over ‘our story.
That is why I came 4OWn here tonight to try to find out what
the story was,

MR. PAI: Let me give you another numerical’examplé
of ICR impact, possible impact.

Assuming that yvou would have to build vour second
plant, okav, say at $50 million, and the federal government
put out 75 percent, which means the grant money is $27.5
million, okay? “Assuming again that vou are using 10 percent
of the plant capacity--

MR. BOONE: I hope vou said $37 million, not
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$27 million, Your arithmetic is not good if you said 27.

MR. PAI: I'm sorry, It's $37.5 million,.

MR, BOONE: You talk in these millions like they
are water,

MR. PAI: Assuming you are still using 10 percent
of the capacity, then your ICR share would be $3,75 million
over a 30-year period, and you divide that by 30. You would
pay about, $120,000 a year.

MR, BOONE: Plus- User Charge,

MR, PAI: Definitely. User Charge is always there,

MR. BOONE: We have to; we have no chdice.

MR, PAI: I tried to give you some idea why ICR

should interest you.

MR, BOONE: Is no good. I didn't drive over here
for the God damn beer I just drank, I came here ¢o a meeting
to learn something. We have to tell Mineta what the hell we
think.

MR. PAI: I did want to tell you the ‘possible
impact on you, I am not saying that you will have to do that
certainly, I'm not saying that ICR will not be charged, I'A
giving you this number cased on the assumption if you do
that 50 MGD plant, and if your discharge is 10 pereent, and

if ICR remained the way it is, you eventually will pay over
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a 30-year period of time a total of $3,7 million. That is
above, in addition to the User Charge, on a local debt service
that you are going to pay, So ICR in this case is of vital
interest to you, and I was really saying that if you don't
have the time today, at least let Alan go through--

MR, BOONE: I dddn't say I didn't. I have to get
it in my landuage here. You fellows are too far ahead of me.

MR, PAI: Are you up with us now?

MR, BOONE: What other ways have we got of getting
around this thing, Alan?

MR, BROWN: Well, that's what the alternatives are,

MR, BOONE: Eliminate it. That would be one,

MR, BROWN: That is the first one, the one that
comes to mind first, It is going to eliminate a lot of
problems industry has.

The second alternative would be to change the grant
funding mechanism, Currently EPA wlll fundé 75 percent of a
construction project, One possible alternative is to base
the grant funding mechanism on a different scale and fund the
current needs of the community at 75 percent and have a sliding
downward scale so that the federal share is reduced, as the
community builds a plant larger than is needed today.

That is one alternative,
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MR, BOONE: Hdw will that help me in industry?

MR, BROWN: What that is going to do, it is going t¢

encourage the community, whichever community is building the

t reatment works, to sit down and plan properly in the beginniTg

so they don't build a plant with excess capacity that costs

you more money to operate,l It is also going to affect you

because it is going to bring you intothe planning process. I#

you plan to expand your operations and your industrial facility,

you need more capacity in the treatment works. It is going to

make it more beneficial to you to go down and start talking

to these people and get involved in the planning process,

MR, PAI: To answer you question, before they finish

the design and send you a bill,
MR. BROWN: You will be involved early~on'.in the
treatment works. You will know what it is going to cost and

how much is out there, and how much to build,

MR, PAI: I want to again try to keep the same wave

length with you. The reason we wanted to emphasize the
sizing is not what I just mentioned on the water works. If
it is built so big, saving water is not going to help your
total money. you are going to pay.

MR. BOONE: The only big one going through is the

Santa Maria, They had some big ideas, some local politicians




745 THIRD STREET. S.w — WASHINGTON. D.C. 20024 — (202) 534.3148

STEPHEN B. MILLER & ASSOCIATES

”

39

thought there was a free lunch on that, and we have got them
down but good. Also we have got $450 per lot connection for
all those house users down there. They didn't have anything,
So we're not stupid, .we jﬁst'léokﬂdumb. We are working on
that phase of it, but we are just working there. All we knew
about was just, you know, strength and volume, This ICR thing
we don't know anything about it. Maybe that is another thing
we have got to look at.

MR, PAI: Yes, definitely. As I pointed out, ICR
cost ¢ould go big if you go ahead with that $50 million
construction, It would be a lot for you,

MR. BOONB: Santa Maria wasn't going to be quite tha
big, Fortunately they got a good percolation there in that
Santa Maria River that is right near the ocean, but it was
going to be probably 30 million,

MR, PAI: I guess the arithmetic you can work out
better than I do. The potential for cost to you is there,
It is a potential cost to you. But the sizing affects you in
two ways. One way is that it would increase your operation
and maintenance cost, which is what you said, based on flow
and strength, If overhead cost is too much, everybody will
pay a lot more. That affects you every year, Whether at thi%

point you haye ICR or not, you would pay that User Charge. So
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to size it properly is one key to reduce -cost to everybody,
not only you.

Another thing, as Alan pointed out, there are areas
in which they would just 'go ahead and build a plant, without
letting anybody know why they want a size this big. In other
words,we have to go through a due process of public participa
taion, Without generating enough public interest in the
sizing, if they size a plant, as you point out, somebody may
have some rosy picture of the growth in that area, and they

size it too big, and maybe it is reasonable, maybe it is very,

good planning, but the thing about it is, those people footing

the bill should have the knowledge of how much they are going

to pay. That is another thing we tried to get industry

involved in at an early stage of the planning, not necessarily

saying that the existing planning process is not working
right; it is just saying that though they are working right,
those people who are going to pay for it, including industri
users, and anybody should know in advance, why, how and when
and if the-plant should be built,

MR, BOONE: We're trying to keep up with you gquys,
trying to watch. you,

MR, PAI: We are trying to keep up with you,too.

This is one reason we came all the way from D.C, and we have

al
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meetings like this in all ten regions in cities around the
country. We try to get people involved in the decision makind
process., And as I say, you know we find out there is not as
much interest as there should be,

MR. BOONE: Have you had quite a few of these meetir
a lready, Alan?

MR. BROWN: We have.

‘MR, BOONE: Did you get some pretty smart people

there that really know something about it? Hell, I don't know

MR, PAI: We got a lot of smart people from the fooq

industry,

MR, BOONE: WNow, what, out of this list of 16, where
do they put their money?

MR, BROWN: No, 1.

MR, BOONE: That's what I thought. That's what I
liked right off the bat,

MR, BROWN: You don't have to be a genius to pick
the one people like. It doesn't cost them money., As Ed tried
to explain earlier, the purpose of the study was to find out
what kind of impacts these charges have had on industry, and
then to propose some workable alternatives, For instance,

ICR is not doing what it was intended to do, and we feel it is

[

gs
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not. The alternatives that we have got here are possible

ways to remedy the situation,

MR, BOONE: Which one of them was kind of in second

position?

MR, BROWN: I think No. 6.

MR. BOONE: Six?

MR, PAI: The point here is that the Congressional
intent is still valid, and I think is still good. The appr01
is what is under study. Again, the approach is using ICR as
a means to attain the Congressional intent. We feel the
intent is still valid, and it is still the intent that we
should pursue,

Alternative No, 1 of course would say give up ICR,
but if we just abolish ICR, we would not have a mechanism to
fulfill the intent of the Congress. So as you may see from
Alternatives 2 through 16, there are other means which are
not ICR, but however would still fulfill the intent of
Congress,

MR, DONAHUE: We feel if we tell Congress they
should eliminate Industrial Cost Recovery, that we have, we

are obligated to suggest to them some other ways they can

accomplish the same thing we were trying to do with Industrial

Cost Recovery,

ch
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MR, PAI: Well, I think the original intent was a
very good one,

MR. BOONE: Maybe if these new Congressmen get back
after they have gon~ through election here and the voters

. _

tell them, people in my position, and so on, wezgend to, if
there's any doubt at all, vote against anybody that is incum-
bent, To hell with them. Just because they have been back
there and haven't been doing their work right, we vote against
them &n general principles. I think people are going to be
real surprised when they see the election results this time.
People are fe&ﬁiight up to here with that bunch back there,

MR. PAI; I think some of them are doing a very good
job. People may not realize this, but being in Washington
a long time I feel Congress will feel the mood of the people.
Sometimes when we comment on what Congress is doing, we really
should review what mood are we in, We~-are we in a spending
mood -~

MR. BOONE: No. Definitely not.

MR. PAI: You see we changed that in Proposition
13, so Congress,no doubt about it, no matter who you elect,
it's just my personal opinion, no matter who you elect,

Congress will generally operate in line with what the people‘§

moods are., So if people have become cost conscious, Congress
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will be., If people are in a spending mood, Congress will be.
There is no doubt Congress is the people's Congress.

MR, BOONE: This No. 2, allow the cost of construc-
ting the industrial portion of the treatment works to be
grant eligible based on the grantee's option, if industry's
share i3 elected to be grant eligible, industry would be
required to pay ICR, If the grantee uses alternative sourceg
of funding for the industrial share, there would be no ICR.
What is that alternative? You mean pay it yourself?

MR. BROWN: It would be basically the same situatid
you went through in Modesto.

MR, BOONE: I understand that. What is in third
place?

MR. BROWN: What's in third place? I'm not sure
we can pick one that is in third place. WNo. 4 is fairly

popular with everyomne.

MR. BOONE: No. 4? That is a nice little one. ILet

me look at that. "Charge ICR on treatment works only,
eliminating ICR charges for interceptor sewers." That
eliminates some of it. I don‘'t think in our case that would
do us--we're not in a great big city, we'ré all in little
towns. If you are in Chicago, it would be valid.

MR. PAI: You are like this, Why don't I just

n
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tell you what the main thrust of these alternatives are. And
give you some idea of how these things can be done. If you
have any other ideas, we are looking for simplicity.

MR. BOOZ: I guarantee I won't have any other ideas
because I don't know enough about it.

MR. DONAHUE: Yoy might--

MR, BOONE: At least not tonight.

‘MR. DONAHUE: It doesn't have to be tonight.

MR. BOONE: Maybe after a few days.

MR. PAI: Anvhow I want to tell you our basis. We
tried to simplify the problem from the grantee's point. We
tried to get-industrial users to participate early for a better

plannifig. process,

MR. BOONE: You have no, trouble convincing us. We
are up to our necks. Our whole frozen food industry, I think)

has been wery active.

MR, PAI: Last time I had a meeting with some
of your reps in D.C., I was very impressed about the activity
Somebody even told me that they hired their own consultant to
do their planning just like grantees are doing. They come
back and say, listen, my engineer told me that this facility
can be done with half the cost, so get on the stick.

MR, BOONE: We,at the City of Watsonville here,
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we have two engineering firms., Brown and Caldwell is one,
and we have one other one, We are chécking one against the
other. They are a mile apart, We want a second opinion all
the time.

MR, PAI: Like a doctor.

The next thing is we want to give the grantee some
discretion as to fittinghis local conditions. 1In other words,
i you have- a lot of other contributions to the community like
unemployment, like other things, maybe the grantee will want
to give a deal and that is fine with us.

Another item of course is very, very--

MR. BOONE: I thinhk that day is gone.1

MR. PAI: For the grantee's discretion?

MR, BOONE: For the grantee to say, you come in and
we will give you free sewage, something like that.

MR, PAI: On construction cost, you never know.

MR, BOONE: I am not bumping into any of them that
are talking that way now.

MR, PAI: I don't know,

MR, BOONE: They may be around, but I don't bump’
into them.

MR, PAI: Who Knows? Another item, we try to hold

down existing cost.
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MR. BOONE: Amen. That's good.

MR, PAI: So going back, these are the four bases,

four major items that we try to get done with ocur alternatives.

You may not be aware of all these .alternatives, what they
really mean, When you get down to the bottom line, all these
alternatives are trying to serve any of these four purposes
here. As you point out, you may not have any input to us
today, but as we announced in the morning session, we will
extend the comment period to all these alternatives until the
end of this month, October 3l.

MR, BOONE: What is this law--

MR. BROWN; 92-500,

MR, PAI: That is the one enacted in 1972, Then
in 1977 is the new law called 92-217.

MR. BOONE:;_ That is the amendment. What is the one
in Modesto?

MR, PAIL: 84-660, That is the original law, and it
was amended by 92-500, and further amended,

MR, BOONE: This is the 1972 Clean Water Act, and
95~217 is an amendment.

MR, PAI: The 1972! it is called the Federal Water
Pollution Act Amendment.

MR, BOONE; That's the one that's got 301 (h); in dx?
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MR, PAI: Yes, you got that right, So if you don't’
have any comment or--

MR, BOONE: I came here to learn something,

MR, PAI: I hope you did.

MR, BOONE: We are trying to make a living in this
thing, and sewgge is just one ofour headaches. We've got a
lot of other ones.

MR, PAI: One of the things, the public meetings
serve two purposes. Number one is for. those people who have
a knowledge of the actual impact, give us what they think
about it; and the number two purpose, which is as important a$
the other one is, is for a basic discussion and education
purpose, We tell you what they are, and I think you know morl
about ICR than when you came in, That is one of the purposesiof
this public meeting.

So we would be glad to sit down with you to talk
more about ICR, But basically you have up to October--3l to
send in any comment or any other thought you have, and we will
look into any thought you send to us.

MR. BOONE: Whose department does this come under
back there?

MR. PAI: Mr. Jorling and under Johh Rhett. Jorling

is our Assistant Administrator, and Mr. John Rhett, as a
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matter of fact, is Deputy Assistant Administrator under him.
But I am the Project Officer, I am responsible for doing
this study. So you can send your comment to me, I'll give
you my address. Or call me, I'll give you my phone number,
or the gentleman here will be glad to discuss with you more,
One of the things we pointed out, we want grass roots involve-
ment; and you are, no doubt about it, the grass roots we are
looking for.

MR. DONAHUE: I think what would probably be good
for you to do would be to talk with either Jack Cooper from
the National Food Processors or Susan Boolukds from American
Frozen Food Institute. They have done a lot of work.

MR, BOONE: Hugh Sims is Susan's--is over Susan
Boolukos, Susan Boolukos makes a good impression, but she is
not all that technically competent,

MR, PAI: Generally they call me anyhow, When you
call them, they generally call me.

| MR, BOONE: Hugh Sims is quite technically competent,
Susan is a good--you know, nice little kid, runs errands,gets
out data and coordinates things, but she is not--she doesn't
have too much~$marts about the technical side,

MR. PAI: She tries very hard.

MR. BOONE: Good coordinator.
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MR. PAI: If she doesn't have the answer, she a1way4
calls me and she says, John, one of our members asked me this
question and I don't have the answer., I generally give her
the answer,

MR, BOONE: She is good about leg work, doing stuff
like that.

MR. PAI: She is very responsive to members' request

MR, BOONE: Good looking, too.

MR, PAI: TIf you have iny more-questions...

MR, BOONE: She's Greek. A good looking Greek girl,

MR, PAI: Anyhow, as I said, you can think about

it, and if you have more questions, call us on the phone, write

letters to us.

MR. BOONE: I have given you fellows a bad time herdq.

MR. DONAHUE: No.

MR, PAI: We are enjoying the meeting,

MR. BOONE: I have to pick your brains in my own way
here, But to fo down through all 16 of these things--have
you got any other one in a position anywhere close to the top
here?

MR. DONAHUE: Most people never get past the first
one and maybe at a couple of others.

MR, BROWN: No. 9, 10, and 11l.
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MR. BOONE: So many of these things, they assume
that you're going to do it, like No. 9, allow tax credit
for ICR payment. That assumes you are going to have the
damn thing.,

MR, PAI: <tnx 1s not positive thinking.

MR. BOONE: MAbolish ICR and require local share
of project cost be recovered through proportionate User
Charges." I don't think 84-660 is available any more, is
it? That half and half deal? It is my understanding you
can't do that any more,

MR, DONAHUE: Most all the alternatives that are
set forth here would require some kinds of legislative
action, If Congress doesn't act to do something about
Industrial Cost Recovery, Congress has said that cities,
grantees, did not have to collect Industrial Cost Recovery
for an 19-month period, 12 months while the study was :
supposed to be done, and six months for Congress to make
up its mind.' IPF Congress doesn't do something by next
July, then Industrial Cost Recovery will come back into
effect, and you, maybe not in Modesto, but those cities
with recent federal grants will have to start paying
Industrial Cost Recovery.

MR, BOONE: The worst enemy back there is, I

think, that Muskie.
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MR. PAI: I don't think so. I think as far as ICR
goes, this Congress asked us to do a very, very open study,
In other words, Congress evidently wants to find out for
themselves what is the impact, and if there is enough input
to indicate--

MR, BOONE: Isn't he kind of the ring leader of thi#
thing? He keeps. stirring the pot all the time,

MR. PAI: I don't think so.

MR. BOONE: Who 1s the worst one we've got back
there?

MR\ PAI: At this time I think people feel the House
is on one side and the Senate on the other side a little bit.

MR. BQONE: The Senate has been the rough one,

MR; PAI: On this ICR study we got a clear signal
to do -a very, very open study. We have no biased opinion,
either, from EPA, Some people think EPA is on the other side
of the fence, 1In this case, I can guarantee this is going to
be a fair game, The reason of course is Congress wants to
find out what is going on, and this is the very reason when
we come here today we don't have a recommendation in mind.

We show you what are the possible recommendations. On the
net, the public tell us or tell Congress, for that matter,
what they feel about ICR itself, and what they would like to

replace ICR, if there is any at all,
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So unloss people or the public indicate what their
y preferencs is, and a good rcascn behind it, then Congress
will again bz at a lcss to detormine what to do with ICR.
So we really try very hard to get a public reaction to the
things we have ‘here. It really is to the public's benefit

that they react to it, whatever the favorable alternatives

1 Then in this case, maybe Congress will do something that

everybody likes for a change,

MR. BOONE: My guess right now from visiting those

fellows all the time back there is that Sam llayakawa would

be with us, and Cranston would be against us.

he'd be with us. There's no question Mineta will be with us,

MR, PAY: I think Congress has a very good grip of
what ICR is doing now. At this time I am looking forward that
they will take some action on ICR itself. I think it will not
split the House or party line or that kind of thing.

MR. BOONE: I don't think it is a party line thing,
except as you might interpret Democrats being Liberal and
Republicans being Conservatives. The Conservatives will be on
our side and the Liberals of course will be against us,

MR, PAI: On the other hand, pecple always say

I think John McFall, we have plants in his territory,

|  are. But they have to make it known through us to the Congress.
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things about Muskie; let me say without Muskie we probably
would not have the money to do this pollution control effort.
MR. DONAHUE: The thing also on political lines,
Liberals, Liberals versus Conservatives, one of our concerns
in the study was the reaction to whatever we might say by
environmental groups, fearing that they might think we were
trying to railroad through some kind of something which was
not to their best interest. So we have paid particular
attention to the concerns of the environmental groups.

MR. BOONE: We have to!and we need the environmenta
groupS. I am a member of the Sierra Club, have been for all
my life. I don't agree with everything they do, because they
are tugging one way, and in industry we are tugging the other
way here. I am all for conservation. I feel like the guy why
goes'out and buys a $100,000 automobile, and spends all his
money for the damn car and doesn't have any money to travel
in it, and no gas, no anything. So what is to be gained?

You can make laws tough, and you can put a $65 million sewer
system at Santa Cruz, people can't pay for it, industry moves
out. And so what have you gained?

So voeu have to get it down to what is affordable.

MR, DONAHUE: Our concern there was that we

would recommend something that the environmental groups would
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be very opposed to, and we wanted to make sure that they under-
stood what we were doing and why. Basically their perspective
on Industrial Cost Recovery is pretty much the same as ours.
They said, well, the objectives of it, conserving water and
building sewage treatment plants of appropriate size are good,
and Industrial Cost Recovery was a means to get to that end;
and if Industrial Cost Recovery isn't the way to get to that
end, and you can suggest some other ways to get there, then we
don't really object to that. I think they will not try to
prevent some changes to Industrial Cost Recovery,

MR, PAI: One thing we can point out to you in the
Advisory Group,; we have about an equal number of environmental
groups as industrial groups, and after a few monthly meetings
we had, they seémed to become good friends. In other words,
they all understand the importance of industry in our society
as well as environment in our society. Some misunderstanding
has been clarified between the two groups.

MR. BOONE: The original group that went to work
for EPA back in 3972, a lot of them were pretty theoretical
and so on, and just like in the meeting up in Seattle, Jorling
was conducting the meeting, a big crowd there, about 175 peopl?
there, and it started in the morning. It was a real hot,

muggy day in Seattle. No air conditioning, they don't have
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it up there. The room was full of people, you know. They
had television and all that stuff, and lights. Our little
group from Watsonville and Santa Cruz--we had five--we had
the mayors of two towns and we had the city Public Works

Director, and I was there, and a couple fellows from some othe

and we were scheduled for like 3130, in the afternoon. The
thing went on from nine in the morning, they didn't even stop
for lunch, went right on through. I went out and looked up a
hardware store, and I bought a lamp, like a miner wears on
his head, with a band around his head and a battery on- his
belt, and so I put that in my briefcase and instead of gettin%
to us at 3:30, it was about five o'clock before they got to
us, These people were all asleep up there. The panel looked
like they were wrung out. I didn't say anything. I just
opened my briefcase, I had a stand like that one, and I set
my battery up on the bench, uncoiled the wire, and a few of
them began to wake up.

What is that silly bastard doing?

I put the red, white and blue band around my head,
and got it adjusted and didn't say anything, turned the light
on, and went over and looked Jorling over real good with my

light and looked them all over down the line, looked over the

r
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audience.

Pretty soon they were all laughing, and they were al

awake, having a lot of fun,

I told them some stories and lkept my light on all

during the meeting, It got down so it wasn't--these guys-wexeg

all reading from papers, and hell, everybody was asleep.

We got to talking to each other, and Jorling said,
I would like to see that. I never saw anything like that, I
said, well, you come up here and we will let you try it on at
the end of the meeting, and then Lisa said, I want to try it,
too. I said, I'll let you try it on one condition, Let me
take your picture. We got Jorling and Lisa with the lamp on
and got their pictures, I said, I am sorry, folks, I am an
impostor, I am really not an industrialist at all. I'm from

the Saﬁta Cruz ;§aminer, This will be in the paper tomorrow

morning, They looked kind of funny, I go back to Washington
here a few weeks ago and walked into Jorling's office and said
I don't know your name, but you are the guy that had a lamp on
his head.

(Laughter}

MR, BOONE: We are involved in this thing, and we
are concerned asout.it, It is big money, I am an old man,
I am 70 years old, Hell, I could care less whether the thing-

I am going to keep eating, but I've got kids, and we would liki

BLE
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to keep the company going and all that,

But the only way you can do it is to be practical,
and be concerned and point out where we are going off the
deep end.

I have learned more than you think I have here to-
night, We will use a lot of this in the meeting Wednesday
morning.

MR. DONAHUE: I would suggest you bring up the
subject, because I'ﬁ sure=-

MR. BOONE: I don't think any of us realized what
this wasa going to do to us.

MR. DONAHUE: Well, some places--

MR. BOONE: I am talking about a little frozen food
group.

MR, DONAHUE: Sacramento and Stockton.

MR, BOONE: Sacramento understands it because
Campbell Soup is up there, a big plant. They have a $400,000
a year sewer bill already.

Modesto, we have got a pretty nice set up,

MR. DONAHUE: Stockton has felt the impact.

MR. BOONE: Right, There are no frozen food plants
in Stockton.

In Salinas, for instance, I don't pay any sewer
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bill. I made a"deal with those people over there years ago,
I go with what they call industrial drain, and it goes out
and the farmers pump water out, and they irrigate ground with
it, and if there is anything left, it goes down to the ocean.

They bring them from all over the country to see my
separating system. We have palm trees and benches where the
p eople eat their lunch out by the sewer thing. They keep it
clean. We have a steam cleaner out there. Every four or five
hours they steam the screens off,.

We have low BOD and we keep the solids out. We
put it right in this ditch. The farmers use water and we are
the frozen food plarmt in town that did it. My competitors
over there were paying 60,000 bucks a year for a sewer bill,
going into the city system,

MR, DONAHUE: You were foresighted in doing that.

MR, BOONE: We had to get the city charter changed,

and: a lot of the stuff was goofy. It worked out. Santa Maria,

we're right in the throes of this thing., We are in the planni

stage,

MR, PAI: We appreciate that you bring this issue
back to your members or other industrial users<in frozen food,
or in the geographic area. Again, we will be here tomorrow

morning.

nc
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MR. BOONE: I have to go back, I have a Board of
Directors meeting at nine in the morning. I have to drive
home tonight,

MR. PAI: Call-us on the phone, write us letters,
and I will give you my address and number, I am glad you
dropped by today. I think you are asking a very, very good
question. I hope we gave-you the answers that will help
you. We are not rushing you.

How far a distance?

MR. BOONE: It takes an hour and a hilf.

MR. PAI: At 55 miles an hour?

(Laughter)

MR. DONAHUE: When you have your meeting on Wednesday
I think the thing you want to talk abuout, you want to make
sure-~-

MR, BOONE: Where is your car, John?

MR, PAI: Yes, I'll give you mine.

MR, DONAHUE: When somebody is building a sewage
treatment plant, you want.to make sure they don't build a
secondary plant if they don't need one. That is one concern.

MR,BOONE: That's what we're fighting in Watsonville
and Santa Cruz. That's why we want this 301(h) thing,fand they
haven't written the regulations, They haven't written them.

MR, DONAHUE: The second concern is, whatever they




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

STEPHEN B. MILLER & ASSOCIATES

61

build, anything, make sure they build it the right size;
one that's big enough to have a little bit of room for
expansion, you're going to be stuck now ..paying for sewage
capacity they aren't goipg to use for 20 years.

MR, BOONE: At my age I can't worry about 20 years.

MR. DONAHUE: You never know.

Thank you very much.

(Whereupon, at 8:32 p,m., the meeting was adjourned,
to be reconvened at 10:00 a,m,, the following day, Tuesday,

October 24, 1978.)
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PERSONS PRESENT:

R. Lim, 3601 S. Santa Fe Avenue, Vernon, California

90058, representing Glass Containers Corporation

Donald P. Perrin, 2014 T Street, Sacramento,
California, 95814, representing JWR&B

F. M. Verlander, 1501 N. Broadway, Walnut Creck,
California 94596, representing Brown & Caldwell, Consulting
Engineers’.

MR. RANDOLPH: Good morning. My name is John

Randolph. I have been asked by the Regiona) Administrator

to extend a welcome to you for participating in today's
Industrial Cost Recovery meeting. Today's session will be
devoted to questions and answers concerning issues raised by
the ICR program and study that is being conducted by Coopers 4
Lybrand.

MR. PAI: For those who have any gquestions or
comments on the findings, on the summaries, or on alterna-
tives that were proposed, or any questions concerning User

Charge or Industrial Cost REcovery, feel free to express

then.

I guess the gentleman here, you don’t have any ICR

problem, do you?

MR. LIM: I come here just to know what it is all

about. I would like to ask a question not concerning about
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this at all.

How does this get started and what is the purpose
originally and what do you do after you take the water and
process it? What do you do with that water?

MR, DONAHUE: A little bit of background. The
subject of this meeting is Industrial Cost Recovery, which
is an issue related to User Charges. Basically what hap-
pens is, if you are a city or sanitary district or whatever,
take a federal grant to help you build u wastewater
treatment facility, you have to agree to a lot of terms
and conditions. You don't have to take the money if you
don't want it. If you take it, you have to agree to terms
and conditions that go with it.

One of the terms and conditions that goes with
federal grant funds that go to bulld a sewage treatment
plant requires you to set up two kinds of charges to your
customers.

One is a User Charge and what that does is guar-
antee that the wastewater treatment system will be self-
supporting for operating and maintenance costs. Whatever
it cost you to.operate the facility, you have to collect
from users of the facility on a basis related to volume and

strength of their sewage. Somebody that dumps in more
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sewage and stronger sewage is going to pay more to operate
the thing than a home owner for example.

That is one thing.

The other kind of charge you have to set up is
what the purpose of this meeting was to talk about, Indus-
trial Cost Recovery which says that whatever portion of the
grant that you took to build the sewage treatment facility
can be identified as being allocated to industry. If
industry accounts for 10 percent of your usage,for example,
you have to recover that portion of the federal grant funds
from those industrial customers over a 30-year period.

So what you are doing is really getting back part
of the federal grant dollars from industrial customers.

The reason for Industrial Cost Recovery, the
reasons were really three, if you go back and look at the
legislative history back in 1972 when Public Law 92-500 was
passed. The theory was that if you were an industry some-
where out in the country and had to build your own sewage
treatment plant to treat your own waste because you didn't
have access to a public sewer system, you would have to put
up 100 percent of that cost of building that plant and operat+
ing it. If you are the same industry and located in town
with a public sewer system and that town takes federal money

to build the gsewage treatment plant, in this case the federal
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government would pay 75 percent of the cost. You as indus-

try in that town are supposedly getting a subsidy because you
are only paying 25-percent of the cost of building the

sewage treatment plant inastead of 100 percent.

It was perceived by members of Congress and their
staff people that this was an unfair subsidy being given
to industries that use public sewer systems. So what they
did was say, okay, we will effectively not give them a grant;
whatever part of the grant was used to build sewage treatment
facilities for industry in town, we will recover from thbuse

industries. That will equalize the supposed advantage they

have versus their rural competitors. That 'was one reason.

The second reason was capacity. If you don't
have some kind of mechanism to regulate the size of the sew-
age treatment plant, industry would typically tell the local
government, I need an extra 10 million gallons of sewage
capacity for plant expansion; and they may or may not build
it, and in the meantime somebody else is paying for it.

So one of the ideas was to try to encourage industry
not to get communities to build sewage treatment plants that
were too big. If they are too big, they don't get used and
everybody else gets stuck paying for them.

The third thing, not as important as the first

two, was to encourage water conservation by an additional
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The more sewage you have got, the more you are
gcing to pay.
Well, the study that we are currently doing and the
purpose for this meeting was to tell people what we found and
what wa think it means; basically we have compared Industrial

Cost Recovery to what its legislative intent was, to

three considerations: equity in sewer rates, capacity: proper

sizing of sewage treatment plants, and water conservation.
We have concluded that it does not appear to do any

of the three things it was supposed to do, and since it has de

— o

such a controversial issue and so many local governments have
been opposed to it and so many industries have been opposed
to it, we think it is appropriate to propose some alternatives
That is why we came up with that list of 16 alternatives, and
we are looking for comments on those alternatives, and
maybe people can suggest some other alternatives.

Based upon the comments and suggestions we get,
plus our own analysis when we have finished all of it, EPA
will decide and prepare a set of recommendations that will go
to Congress in December because Congress directed that EPA

do this study, and give Congess a report by this December.

After we give Congress the report, Congress has 8ix
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months until the end of next June to act on it. If they
don't act on it, the collection of these Industrial Cost
Recovery payments, which has been suspended since last
January, will go back into force if Congress doesn't act on
the recommendations by next June.

We can't guarantee that Congress will act on
recommendations we make, but we think we have got enough
data and- enough, through all these transcripts, enough public
sentiment expressed that Congress will act on the recommendi-
tions.

That is basically the prupose of the meeting. That
is how we got to where we are.

MR. LIM: My last question was, what did you do
with that water after you have taken it from our premises?
Are you going to process it?

MR. DONAHUE: Clean it up.

MR. LIM: What do you do then?

MR. DONAHUE: Discharge it into a river or stream
probably, or possibly you can spread it on land. Depends on
where you are located, geographically.

MR. LIM: Can you sell that water after you producge

ie?

MR. DONAHUE: Sometimes. It depends. Down in
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Arizona where water is real scarce, they self-treated sewage
effluent and use it for mining purposes to blast ore out and
use it for irrigation because they know what's in it. You
have to be careful with wyhat is in it. If there is something
with heavy metals or something gets into the food chain, you
can't use it for agriculture. Sometimes you can. You can
sell it; If the community sells it, they should reduce the

sewer fees by the same amount of money.

MR. LIM: Do you have a plan in your program that
the water you are going to clean is going to be good for

drinking?
MR. DONAHUE: Not directly.

MR. PAI: It depends on your local treatment
standards. In your case, you discharge into a public systen.
It goes to the city or county sewage treatment plant. Each
plant has a standard to meet. In other words, they may have
to reduce, for instance, 85 percent of the pollutants or 95
percent of the pollutants. Fach plant may be different.
That's where the permit comes in. Each discharge, whether
it's a municipal discharqge or private discharge, you have to
apply for a permit. The permit will stipulate what degree of
treatment it should provide for the sewer. Each area may be
a little different.

MR, DONAHUE: That is because different locales,
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depending on where you are going to discharge sewage, you
have to clean up more or less because of the condition of the
water that is going to receive it. If you are discharging a
lot of sewage into very fragile marsh land or something like
that, you are probably going to have to clean up a lot more
than if you were dumping into the Mississippi River or vay
out into the ocean. It depends on where you are going to
discharge your system, how much you have to clean it up.

MR. PAI: At this point in this country there is
no place where they directly take treated effluent into
drinking water. Some places they recharge into the ground
water, then take it out. This is not directly connected.

MR, DONAHUE: You could, theoretically, clean up
sewage adequately so that you could take sewage in one end of
the sewage treatment plant and the drinking water out of the
other end. But esthetically and politically people get very
sensitive about that.

MR. VERLANDER: Are you suggesting or proposing any
particular alternative as a recommendation to EPA?

MR. DONAHUE: No, not at this point. We will
eventually. Hopefully they will agree with our recommendationr
and endorse it. But we just put these alternatives together

to show the range of thingsthat could be done, and they are
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alternatives that people from Coopers&lLybrand came up with,
people from EPA came up with, or from some trade associations
The alternativeé are not ranked in cny order of preference.
Some of them could be combined.

There are ways that you could devise variations on
them, refinements or modifications, but that is just basically
a shopping list of things we think are some recommendations
that could be made.

MR. VERLANDER: I would like to make a comment. I
will introduce myself. My name is Michael Verlander. I work
as a rate consultant for the consulting firm of Brown& Caldwel
Consulting Engineers and perform User Charge and Industrial
Cost Recovery rate studies for numerous communities throughout
California, Oregon, Washington, Idaho, and currently doing
one in'Michigan.

After just a very quick review of your alternatives,
I agree that you have pretty much really hit the gamut of the
choices that are available. I also do agree from my experience
with your findings that ICR doesn't appear to be satisfying
the goals that were originally intended by Congress.

The various alternatives that are proposed seem to
treat the three goals intended by Congress to certain degrees

or at a certain level. Some may provide equalization so that
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all industrial users are treated equally as long as they are
discharging into Publicly Owned Treatment Works. It appears
as though, with the tax laws, these types of alternatives are
going to be very difficult to administer.

MR. DONAHUE: Yes, several of the alternatives--an%
of the alternatives there,except for the one that says leave
Industrial Cost Recovery as it is, would require some kind o&
legislative change, either changing the Clean Water Act or
changing the tax laws as well.

In our very long prepared statements, one of the
things we did on the issue of equity and equalization of
paying comparable kinds of sewer rates, we looked at that.

At the time that Industrial Cost Recovery was enacted in. 1972
there was a subsidy to industry for using a public sewer
system--not a subsidy, a benefit. They were paying less than
somebody who treated their own sewage.

But we took a tax model that we used for our privatL
sector tax clients and modified it to reflect sewage costs,
sewage treatment costs, and came to the conclusion that for
many large industries and medium size industries, and just
looking at User Charges that people Pay, ignoring Industrial
Cost Recovery, just looking at User Charges, it was cheaper

for a large or medium size industry to treat their own sewage




745 THIRD STREET. 8.W — WASHINGTON, D.C. 20024 — (202) 854-9148

STEPHEN B. MILLER & ASSOCIATES

13

over the long run than it was to use the public sewer system
That is because of tax changes, because you have accelerated
depreciation for pollution control facilities, you have inveTt-
ment tax credits for purchase of capital equipment; and if

you are large enough, this is the limiting factor on medium
and large size firms. You can place Industrial Development
Bonds, tax-free IDB's, with a balloon principal payment at

the end.

On a present national value basis, for many companies
it would appear to be less expensive.

MR. VERLANDER: I am not sure all of that is
attributable to Industrial Cost Recovery. 1In general, I find
ICR is kind of like the straw on the camel's back. Ordinarilly
in most of the study I have prepared, it has not amounted to
a lot, or to.a high charge.

Frequently, and I think a case, possibly by Mr.
Hyde, who spoke yesterday, a case in point in Sacramento, the
added increment of Industrial Cost Recovery to the User ChargE
that was developed for that community is enough to provide
incentive to a major industry who is charging about 5 MGD of
processed wastewater to the municipal system, to, in fact,
construct his own treatment facilities, which would of course

add another discharge to the Sacramento River and would really
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be a' very economic move for the community of Sacramento as a
whole, in that 5 MGD of capacity roughly would be made avail-

able to the community, could cause growth pressures that the

community doesn't really 'desire. In other words, it is kind of

looking backwards.
What I would encourage is that Industrial Cost
Recovery be abolished, that the User Charges be developed

throughout the planning process of the grant program. I think

that can provide a lot of economic incentive for the industrial

users to request a more reasonable sizing of the treatment
woxrks for their specific needs.

I found it is typical with irlustry when they haven
got economic constraints nor even letters of intent or
contractual restraints, to request more capacity in what they
think they are really going to need to add a buffer.

I think,of course, one of the goals of ICR is
eliminate tlat kind of buffering technique. I think this can
be easily done by getting into the economics of the project at
an earlier stage, and obviously EPA under Publlic Law 95-217 ig
making a very good attempt at doing this.

I find many of the users, major users are involved
in the rate-making process very early. They see what the cost

are going to be, and they are beginning to encourage the
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communities not to size. We had a case in the City of Stockton,

which you may have heard about, where we have designed a rate
structure that does give industry an incentive to basically
contract for what they need each year. This could@ have been
broadened at the time the plant was designed, so that the
plant wouldn't have been oversized. 1In fact, it was over-

sized, it was based on typical engineering decisions that wer

W

made in the early seventies, where you looked five or ten

years at historical growth and just trended those on out with

out giving consideration to the cost, the increasing cost of
treatment.

MR. DONAHUE: Stockton is also an AWT plant, isn't
iv?

MR. VERLANDER: Yes. The City of Stockton presents
a lot of problems. It is an oversized plant, Advanced Waste
Treatment Plant. User Charges are very high. Industrial
Cost Recovery charges are not very high at all. The major
industry discharging to the City of Stockton has elected to
discontinue operations there and move to a valley town that ig
located further up the river that Stockton is discharging to,
which has lower treatment requirements. They virtually have
almost a modified primary treatment system which is very

inexpensive to operate. Their water costs are less expensive
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for them to at least temporarily relocate all their canning
operations to this other community. This~ of course doeas have
a negative impact on employment, tax base and so forth to
the community of Stockton.

I haven't assessed those myself, and I suppose you
may have.

MR. DONAHUE: One of the things we did find every-
vhere we visited, and we visited 120 cities and talked to anot&er
200 on the telephone and got data from a'little better than 490
industrial plants, everywhere we talked to people, we asked
about plant closings, employment impact kind of thing.
Wa found several places, five or six plants that had closed
allegedly because of increased sewage costs.

when we pursued the matter, even anybody who alleged
that a plant closed because of sewage cost--when we pursued the
matter, typlcally we got a letter from the company, we closed
the plant because of increased sewage costs. Here are press
releases, newspaper articles. This shows how many jobs were
lost. I would write them a letter and thank them for it and
ask them if I could specifically include their letter and press
releases and clippings and whatever, in our final report, as
an appendix. Without exception, they wrote back and said of

course, it is a matter of public record, we have no objection
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to including that as part of your final report. However, we

would point out there are other factors to affect decisions t?

close the plant. And usually it was plant age that was the
thing.

MR. VERLANDER: I found that was true in Albany
where we instituted new rates and the plant did close, and
basically it was an old plant and it was right at that border-
line where it was economic to make that decision to close it.
I think the case in Stockton, thouch, is an unusual one, and
the Tillie lewis plant there is relatively new, and they put
in some new lines, new processing lines, and lots of very new
equipment. They are landlocked; they can't really treat their
own vaste. And I believe they are using it pretty much as
a warehousing space now, but it may be one.of those exceptions
to the rule that a lot of other things entered into the decisis

MR. BROWN: I have talked to the people from Tillie
lewis, and maybe I am confused on which city, because I have

been to several. I thought they just closed down or modified

their production at Stockton. I didn't realize they moved it

some place else.

MR. VERLANDER: I believe it was a major modification.

We were told, and I have not followed throuch on this. You

may be more up to date than I, but at the time that I was

bn
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preparing their final set of rates, Tillie Lewls had reduced

discharges in Stockton by about 70 to 80 percent, and the
primary case of that reduction was not modifications to lines

r

to their canning lines, but in fact relocation of a lot of thel
canning operations.

MR. BROWN: I know they dropped a whole line. I
don't remember whether it was tomatoes or peaches.

MR. VERLANDER: I don't believe they are canning
peaches there any more. It has just been moved.

MR. DONAHUE: What we found also was that the impac]

| 3

incremental impact of Industrial Cost Recovery, as you saiqd,
above and beyond the User Charge is not all that great in
most cases. The combined impact of User Charge and Industrial
Cost Recovery can be very great, particularlg when you add to
that, whenever it is really defined, pretreatment costs that
EPA may be forced to impose on industry.

Those things could really push an industry to
consider self-treatment or whether it relocates or not, just
pulling out of the municipal treatment system.

The other thing is that User Charges and Industrial
Cost Recovery cost is phenomenally higher in AWT plants than
secondary plants, by a factor of at least 50 percent.

One of the alternatives, if you read very carefully,
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Alternative No. 2 or 3, Iforget which one, says that one of
the possible recommendations would be for EPA to fund current
needs only. When we say current needs we basically mean
funding secondary treatment. Later if a locale wants to go to
AWT, that would be their decision to make. They would have t¢

pay for it. That could cause some jurisdictions, state and

MR. VERLANDER: That's for sure.

MR. PAI: It seems like wine is an emerging industr;

"~

in this area. How much would it be affected by ICR?

MR. VERLANDER: Wwhat was that?

MR. PAI: Wine industry.

MR. VERLANDER® It looks to me like the biggest
problem they will have is with the User Charges. Industrial
Cost Recovery.isnﬁtordinarily that large of a charge, but
together they are phenomenal.

The thing that T would like to get across in my
statement is that I don't wish to see EPA institute regqulations
that will require User Charges and Industrial Cost Recovery
charges to be so high that it will be economic for industry to
construct its own treatment. It seems just inherently more
efficient and more econonically beneficial to me that a municiga]
treatment works serve a general area and that pretreatment be

used to eliminate any noncompatible pollutants prior to the
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discharge of-~into a pPublicly Owned Treatment Works.
Again, in Sacramento, I think it would be a very
unfortunate :situation if the major industrial user there doe
elect to treat his own waste. I don't know whether they are

going to be able to get envi-onmentd clearance to do so. It

is not quite as easy as thé industry makes it sound, but therL

is that potential, and it is just more administration for the
state to monitor another discharge point. When you have the

treatment capacity in one local place, it makes a lot more sen
rather than having several treatment works.

MR. DONAHUE: In one of the handouts that we had,
and this was of particular interest yesterday to the people
from <acramento, was the three-page handout on food processor
sewage treatment costs, and we got the statistics by running
through data that the National Food Processors Association ha
furnished us, and as we said, we rely -on them giving us accursy
data. Since the sample is so laige, I think it would factor
out any problems. What it appears is that for seasonal userﬁ
it is generally--for large seasonal users, it appears general
cheaper to treat their own sewage. If you look at the three
variations here, self-treatment, discharge into a receiving

body of water, self-treatment with land discharge of the

effluent, or using Publicly Owned Treatment Works, they are

te

[4

ly
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both noticeably less expensive than using self-treatment
or water or land discharge, considerably less expensive than
a public sewer system.

MR. VERLANDER: That's right,

MR. DONAHUE: If Congress and EPA really want to
encourage industrial participation, the public sewer system
is not that much less expensive.

One of the things we say, if it's cheaper for
a large industry to self-treat, why don't they do it?

There reasons were:

Some of them are landlocked or aren't on a receiv-

- "ing body of water they can use to discharge to.

The second reason is probably just as prevalent

as the first. They just don't want the hassle of the NPDES

permit. They don't want to build a sewage treatment capacitj

they don't want to operate the darn thing.

The third thing and probably the real reason
i3 because neither the User Charge nor Industrial Cost
Racovery have been around long enough to see any economic

msults,
It takes several years for industries to start
migrating to do something.

It would appear in the long run industry will pull
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out of Publicly Owned Treatment Works, if you make it that
much more expensive. Just a little bit more expensive than
self-treatment, they will probably stay in, because they don't
want & hassle. But if you make it a lot more expensive they
will probably pull out.

MR. BROWN: Don, do you have any comments?

MR. PERRIN: No, not on the record.

MR, DONAHUE: Don, does the state have any particulir
feaelings about ICR even informally?

MR. PERRIN: There hag been no formal expression of
any feelings pro or con. I have my own personal feelings that
I would like to talk about off the record.

MR. DONAHUE: Well, from experience, people in the
state, we sald reading legislative history, the three purposes
for Industrial Cost Recovery were equity between those people
using public sewer systems and those people self-traating,
and that is not something you can affect.

The second thing was encouraging proper sizing of
treatment plants, and you want enough capacity but not too
much.

And the third thing was water conservation. From
your experience, looking at revenue programs, for whatever
number of communities out here, does ICR seem to be an

efficient way to do that?
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MR. PERRIN: As far as equity goes, I dcn't fecl the

ICR system is equitable in that it is based” on the capital
ctost, and the capital cost, for example, varies depending on
what type of facility you have. As a matter of equity, I woul
say it really doesn't solve that question. ICR probably does
have something to do with the sizing. of the plant, but that
can be accomplished anyway without ICR. You don't need ICR

to accomplish that purpose.
What was the third?

MR. DONAHUE: Water conservation.

What we found was that when we talked from the surwv

of the 400 industrial plants, they all said yes, since it is
an additional charge, and it is related to the quantity of
water we use, it encourages water conservation. But we found
the average industrial reduction of 29 percent in water
consumptionsafter they went to ICR, which is pretty significa
but vhat almost all industrial people said, almost without
exception, is that it encourages water conservation, but it
is not very significant, because compared to the User Charge,
water cost is so small, it can still be a lot of money, but
compared to/gzﬁer two items, water charges, it is still reall

small. They said they couldn't attribute water conservation

to Industrial Cost Recovery: it was more likely the water

£

W
"
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charges than the User Charges.

[0

MR. PAI: Don, I want to point out, I know you don'
want to be on the record at this time, because you have not
had a chance to review this with your Board, but we have
extended the éomment period to October 31, so with a state
like California, I would appreciate that you state either on
your own or from the Board's point, give us some comment.

MR, PERRIN: I would be glad to.

MR. PAI: We would like to see what your comments

are. So please use the time and send us something.

MR. PERRIN: I will agree with Mike, the thing thatf-
ICR by itself isn't that serious, if you look at the total
User Charges they are paying, but it might just be an incremcL1
of an additional cost that, so to speak, breaks the camel's
back. I don't think the amount of ,the dollars is so critical
as to what effect it has on the owverall cost.

MR, PAI: Of course .2 have pretreatment cost coming
and other cost. We are concerned with total cost. We are
only authorized to study ICR, the total effect of ICR.
Pretreatment is very much on everybody's mind at this time.
But the way we look at it is, ICR may not serve its purpose,
but the intent of ICR is still a valid one. So what we are

looking for is to find other ways to fulfill the intent of
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ICR, rather than ICR itself. This is something I think both

Mike and you agree upon.

So if you have any suggestion on that, as I said,
please let us know.

MR. PERRIN: TCon Rothenbaum was here last night,
and he was supposed to com2 up with it, if any comments were
to be made. We met before the meeting last Friday, and went
over a few points, and I think he should have introduced thosd
last night at the meeting.

MR, RANDOLPH: He did, yesterday morning.

MR. VERLANDER: One comment I would like to make.
I don't think you are ever going to be able to develop a system
that will provide the type of equity that ICR was intended to

provide -~ unless you just establish uniform rates at the federal
level, and that would never fly.

The rest of it, virtually any other alternative thaﬁ
you investigate is going to be so fraught with administrative
problems and I know from working with municipalities myself,
many view industries as second-class citizens, and others view
them as primary citizens, and there is flexibility within the
guidelines that currently exist, via cost allocation procedures,
and so forth, that can either make it rough or easy on an

industry, depending on the local attitudes.
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Basically it is just a morass of administration,
and local interpretation is going to really be the final linc

MR. DONAHUE: We would like, if anybody has any
comments on the alternatives that we proposed or can think of
other alternatives, or can toss some out the window or think
of some new ones, we would really like to hear, because the
more comments we get, the more people get involved in the
thing, the more palatable recommendations will be. Before we
make any recommendations to Congress, we want to be able to
hand with them, the transcripts of the meeting like this, plusg
whatever other kinds of public support we can show, to show

a decision was arrived at with lots of public input.

MR. PAI: Don, can I ask you a gquestion? I hate to

put you on the spot. Look at Alternative 16. Is that going to
be a big administrative problem for you?

MR. PERRIN: Requires a letter of cormitment?

MR, PAI: Yes,

MR. BROWN: That is a contractual letter of commit-
ment as opposed to the way it is handled now.

MR. PERRIN: I believe that was one of our recommenda-
tions that we made in June, during the hearing process on the
regulations, that the letter of commitment be substituted for

the letter of intent, if we were going to continue with
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Industrial Cost Recovery.

MR. PAI: How about without ICR?

MR. PERRIN: Without ICR-~

MR. PAI: Just the letter of commitment, for instan
requiring them to pay a fixed amount of User Charge.

MR. PERRIN: I don't see any problem with that.

MR.PAI: Administratively would you have any proble
getting a letter of commitment from the industrial user?

MR. PERRIN: In general, I would say no. There are
always going to be one or two industries that would probably
raise some hackles with that.

MR.VERLANDER: I would like to comment on Alternati
16. I think in theory it is a very good idea iz terms of
treatment plant and sizing. I think it has also got its
probiems in that yau are now talking about a contract between
a municipality and an indus“ry, whereby the municipality woul
provide: a certain amount of treatment capacity. And with
that, of course, would have to be associated cost that the
industry would have to pay.

During the planning stages of the treatment works
where sizing is determined, it is very difficult to ascertain
the costs, what they are going to be to that particular indug

It would be very difficult to draw a contract which would

1
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stipulate cost.

MR. PAI: The contract may stipulate the portion of
the cost, not the exact amount.

MR. VERLANDER: I think unless industry saw what ha
was going to pay, he would be very reluctant to commit himself
to a specific capacity.

MR. DONAHUE: I have seen charges just skyrocket
in two yedars, from the initial planning period, where things
look very reasonable, to a point where they are so large that
it would, if I put myself in industries' shoes, probably make
me rethink a few things, such as maybe I should put in more
water conservation type processing equipment, because now it is
more economic for me to do it. But the original cost that
they told me, it wouldn't have been. So I want less capacity
but I have already committed for this large capacity.

MR. PAI: That is ¢wo sides of the coin. I guess
we talked about this before, Mike. If you want to go to water
conservation, you should do it earlier, before the plant was
constructed. That is one of the key tgings we are concerned
with, is industry can always go ahead and reduce their water
useage by 20 percent, 30 percent, the municipality is holding
an empty -7 with excess capacity, and most ordinary people

have to pay for it.
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MR, VERLANDER: What I would like to see, and I
think it has worked fairly well here in California, at least
the way I view it, maybe EPA doesn't see it this way, but
anyway, California on their treatment plant design has a ten-
year growth design period and the growth limitations are fairly
stringent, I find. So you take your existing capacity and yo?
add whatever zero population would be, or whatever the growth
factor is that the state allows, and you come up with a design
capacity that the state and EPA will grant fund.

I think then it is a matter of the local community
to allocate its treatment capacity resources to whichever
user class it wishes to allocate them to, recognizing that if
they go beyond the design capacity, they are going to end up
with grant ineligible costs,

More importantly, if they fill out their future
capacity or excess capacity immediately, that means they are
going to have to enter an expansion phase which may not be
grant funded. 1In other words, they have a resource that they
have got to identify as such, and they.have to allocate.

T think it {3 important that we don't just look at user class,
but we let the community look at its needs and allocate its

resources accordingly.

As I said, John, I do like the idea of a contract.
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I think it has got problems that micht ke very difficult to
resolve when you get right down to it, because industry cr no
user is going to do anything to conserve water where ha has td
outlay money or more money than it would cost him not to consg
water, unless iﬁ is legislated.

MR. DONARUE: One of our alternatives, Alternatives
2 and 3 say basically that EPA would fund present needs, how-
ever you design that. That would be present useage plus
some small amount of growth, and anything the community wanted
to build as far as sewage treatment capacity above and beyond
that, would not be grant eligible, and it would be up to the
community to come up with money to pay for it.

The idea behind that is a couple things. We don't
want.to build sewage treatncent plants bigger than they have to
be. But the other may be a philosophical one, and this came
from some people in EPA in Waéhington, that, okay, the federal
government, Congress enacted this law saying these are standard
for water cleanliness that you will have to meet. We passed
the law, so we will help you get to where you should be right
now, We will help you build enough sewage treatment capacity
to handle the present situation. And then we're going to get

out of this. We won't interfere any more in your community

affairs. We are not going to give you any mpre money, either.

Ive
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You are on your own after that. That is the thinking behind
a couple alternatives.

MR. VERLANDER: Maybe I don't fully understand this
on Alternative 2, but it looks like at the point the community
applies for a grant, current needs are established. Whatever
their discharge is, is probably what the plant would be
upgraded to, and ICR would be retained.

MR. DONAHUE: You could also build something with
present capacity and not have Industrial Cost Recovery. That
would be a variation on that alternative.

MR. VERLANDER: 1In this alterpative it does say it
would be retained. What I would like to see is that No. 2 be
modified to allow a reasonable growth and not an extensive
design period, but something that would get the community over
the hump and give them a couple years' breathing time to get th
plant operating well and get the water quality standard up,
and then make the community responsible for an additional
treatment plant, expansions and upgrade as may be required.
I would like to see discontinuance of Industrial Cost Recovery,
again leaving it to the community to allocate ita resources
among its users as it sees fit.

I think that industry now is kind of being discrimina

against with Industrial Cost Recovery becasue ICR is not
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meeting its intended purposes. So in fact, all it is, it is
an added charge to one group of users that has been isolated.

There is an interesting dccision made by -the Suprema
Court of the State of New York of which yow. may be aware, in
March, 1978. I could provide you with that decision. It had
to do with a power company, and the establishment of time-of-~
day rates, and their the Appellate Court of New York found that
the rate structure was discriminatory and would not allow the
rates to be instituted becawse these rates were only applied
to certain sizes of users. Of course that makes sense becausg
you have to be a certain size before it is economic to install
certain kinds of meters to institute time-of-day rates.

There it was, a clear case this was discrimination
in the isolation of certain users that were receiving identical
services by the utility.

I don't know if it would have any application here,
but I think it is an interesting point.

MR. BROWN: I am not a lawyer but ICR is written
into the law. It is a law that you charge it. Now if it is
discriminatory, well--

MR, VERLANDER: Laws can be inequitable, I don't
think that is the intent of Congress. It appears what was

intended to be equitable is now discriminatory, and I think
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it should be eliminated.

MR. PAI: I think some of the thir.,s we see in other
parts of the country are not reflected in the State of Calif-
ornia, which is a credit to the State of California and the
State Vater Pollution Control Board. Generally you have a
very good process to size the plant properly and get your
revenue system down properly. Some of the alternatives or
some of the things we intend to correct are reflected in
other areas of the country.

MR. VERLANDER: I am well aware of that. That is
whw I would like to use CAlifornia as a model in terms of siz-
ing 'cf treatment works. I think that is one of the critical
things here we are looking at. Of course it does tie into
water .conservation.

MR, PAI: California has everything going for it.
It is not only the people, it has a whole environment, the
social circumstancas here, and it is just blended right.

MR. VERLANDER: It is interesting. I am doing a
job in the State of Oregon where a group of users has asked
us to review the User Charge rate structure that is proposed,
and that treatment plant is now operating at a third of
capacity. It is a brand new treatment plant.

MR. PAI: Where is this?
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MR. VORIANDER: It is in a suburb outside of Portla#d,

and I find it cicolutely incredible that a community would
design a .treatment plant that is three times as large as

its current needs and won't be fully utilized possibly until
beyond the year 2000.

MR. PAI: This is our major concern at this point;
I can reasonably doubt that people will ever' use that much
water throughout their planning period.

One thing particularly in this area is the water
conservation effort. Of course the population always grows,
but water usage does not always grow.

MR, DONAHUE: We got data from 241 wastewater
treatment facilities, and the average utilization was 68
percent of design capacity. That was average. The range was
from 4 percent to 120 percent, and that 68 percent is very
misleading. All the data is misleading, because it is average
and it is that kind of stuff; but the problem is you get a

bighcity like Chlrvago or New York, and you have an extra
hundred@ MGD capacity, only a small percentage maybe, and
you go to some small town with a' 5 MGD plant that is only
using 1 MGD and you have a problem. You are building a sew=
agje treatment plant that somebody has to pay for.
The problem of excessive future capacity is really

something that has to be faced up to. You don't want to build
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a treatment plant that is too small. You don't want one
that is too big, either. It is a really difficult kind of
thing to determine what is the right size.

MR. PAI: Don, in your facility planning, do you
generally follow the cost effective guidelines or something
in addition to that?

MR. PERRIN: We are now just following cost
effectiveness quidelines, as far as grant eligibility for
future capacity.

MR. PAI: Sizing?

MR. PERRIN: Sizing, vyes. We have had popu-
lation projections we have been using for the last three or
four years.

MR, PAI: So your major control point is popula-
tion growth? How about industrial growth?

MR. PERRIN: We haven't been funding--the new
regulations now allow for an additional 25 percent increase.
Our state requlations have allowed for a 10 percent increase.

MR. PAI: Do you give anything in addition to that
10 percent?

MR, PERRIN: Not for industry. We do give an
additional capacity depending on what the project is for

domestic/commercial, not for industrial.
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MR. PAI: Even if they send you a letter of
intent?
MR. PERRIN: In our state grant regulations we
have existing industrial capacity plus we do allow a letter
of commitment for future capacity.

MR, PAX: Five and 10 percent?

MR. PERRIN: There is another additional 10 percent
above that:

MR, PAI: 1In your case, you are allowed 10 percent
of the design capmacity for industrial growth, any kind of
industrial growth;in addition to that 10 perceng, you require
a letter of commitment?

MR. PERRIN: We require a letter of commitment for
any additional industrial growth, and then a combination of
that plus exiseting, we allow another 10 percent on top
of that for unforeseen industrial growth.

MR.PAI: That is a good way to do it, That is what
we feel is the right thing to do. The cost effective
guldelines of course do not have that requirement of commit-
ment for you to go beyond 25 percent of the industrial
growth. That is..the letter of commitment we are talking
about here. In that regard we more or less try to bring the

national standard to that.

MR. PERRIN: I think that one of our other reasons
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for proposing a letter was because the additional industrial
capacity, and if all you had was a letter of intent, and at
some point in time that industry pulled out, it would reallyég
be a heck of a burden on domestic/commercial users to have’ |
to pay for additional industrial plus the unforeseen that

is included.

MR. PAI: As I said, EPA at one time tried to go
that route, and I guess the opportunity wasn't there at that
time. How long have you been doing this?

MR. PERRIN: Since 1977. About a year and a half
now. Those regulations went into effect in May of 1977,

MR. VERLANDER: Actually that is a relaxation of
your initial sizing criteria, because at the time 92-500
went in, growth was allowed for the nonindustrial sector, and
the industrial sector was red lined. No growth was allowed.

I think the approach that the state is now using
really is a good, happy medium.

MR, PAI: Can you send me a copy?

MR. PERRIN: Yes, I can. I will mention, however,
there is talk going on of revising our guidelines or regula-
tions, and bringing them into conformance with the federal.
If that does occur, we will be funding for 20 years for
treatment plants according to cost effectiveness guidelines,

Appendix A, and of course that will bring into account the
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25 percent increase in industrial capacity.

MR. PAX: Still, in Appendix A, they don't require
a letter of commitment for above and beyond that 25 percent.
If you do have to go to 25 percent, it is not necessary that
you have to go with a letter of intent versus a letter of
commitment difference. I am not arguing about 10 percent
or 25 percent, but it is an addition above 10 or 20 percent
that is what:-:really matters. You can argue about reasonable-
ness of growth. Ten percent or 25 percent is reasonable.

But anything above and beyond that, you should have certain
control. That is our feeling at this time,

MR. VERLANDER: It has been our experience that the
industrial seetor, existing industrial sector, once you do
institute User Charges, do reduce their loadings and discharge
to treatment works. So it seems to me that 10 percent number
has a lot of latitude for the community.

I surely could concur with that. It seems like
25 is very broad.

MR. PAI: BAsically as we pointed out, there are
pretreatment costs involved and User Charges involved, and we

may see a lot of industrial users decide to treat their own

waste, which again would give you a lot of latitude there for

what is planned for their growth.
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MR. PERRIN: I believe you are aware we have
dropped the E-0 projection that was effective in April.

We are now funding on the basis of E-150, which is the
Department of Finance baseline projection.

MR. PAI: The Department of Commerce has population
control.

MR. PERRIN: We are in the process of writing a
letter to the Administrator requesting the use of Department
of Finance E-150, as a basis for grant eligibility.

MR. PAI: Can you explain that a little bit?
what is the difference?

MR. PERRIN: Appundix A of the cost effectiveness
guidelines allows you to use state projections, if it is
within 5 percent of the BEA projection. The Department of
Finance E-150 is about 9 percent above, which keeps it out
of that category. Therefore we are requesting a waiver of
that condition from the Administrator, and this letter will
be going out hopefully sometime next week.

MR. PAI: So instead of having a 5 percent variance1
you ask for a 9 percent variance?

MR. PERRIN: Right. We requested a 10 percent vari-
ance in the requlations. We didn't get it. So now we are
requesting individual variance for the Stata of California to

use E-150.
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MR, PAI: You don't have a lot of 208 planning’
agencies here, do you?

MR. PERRIN: Five of them.

MR. PAI: Is their plan finisghed?

MR. PERRIN: The State Board Thursday approved
208 plans for San Diego and AMBAG, without a population
factor, and Ventura, which means we still have SCAG and ABAG
left to do, which are the two big ones.

MR. PAI: Anything else?

Again, October 31 is the cut off for written commen'
and 1f you have any questions in. the meantime, we will be
back in D.C. next week, Call me or call these other gentlemen
here for any other discussions.

MR. RANDOLPH: Thank you very much. The meeting is
adjourned.

{Whereupon, the meeting was adjourned.)
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Falls,P.0, Box 1907, Twin Falls, Idaho 83301

MR, KUSSMAN: Good morning. My name is Bob Kussman .
On behalf of the Regional Administrator I would like to
welcome you for this meeting, which is a part of EPA's
Industrial Cost Recovery, a task mandated by Public Law
95-217 enacted last December.

It is our intention that the public be involved in
the study and that the public's comments and concerns be
reflected in the final report to Congress.

In order to make certain that everyone has the
opportunity to be heard, we must have a simple, understandablg
orderly meeting, To assure this, we will observe the followin
order of procedure.

First we will have an explanation of the purpose of
the ICR study and of this meeting by Christine Noah-Nichols,
our Regional Specialist for User Charge and Industrial Cost
Recovery.

Secondly, there will be a briefing of the project
scope and methodology by Alan Brown of Coopers & Lybrand, the
management consulting and accounting f£irm hired by EPA to

assist in the study.

e}
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Thirdly, we will have a presentation by Ed Donahue
of Coopers & Lybrand,of the findings and conclusions of this -
study, as well as some of the possible recommendations which
could be made as a result of the study.

Wh will then follow with prepared statements by
those individuals who have scheduled a statement in advance,
followed by prepared statements by anyone else who has a
written-statement,

Finally, we will have a question and answer period
and an open but orderly discussion.

We intend for everyone to be heard who wishes to
speak., I must insist that we follow the format just outlined

ICR is a topical issue and we want the Congress to
be aware of the grass roots concern related to ICR. We will
stay as long as necessary to conclude the discussion.

We have a court reporter with us today, and a trans-
cript 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.
I would now like to present Christine Noah-Nichols,
our Regional ICR Specialist, who will explain the purpose of

the study and this meeting.
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MS, NOAH-NICHOLS: I am Christine Naah-Nichols from

‘thes Wastewater Operations Branch, I coordinate User Charge
and ICR reviews in Region X. I don't do all of them but I
have been involved in several of them.

I would like to tell you briefly why the study is
being conducted and why we are having the meeting today.

As we all know, with Public Law 92-500, Congress
intended that wastewater treatment facilities be operated as
well~-supported nonprofit public utilities.

To achieve this, Section 204 (b) of the 1972 Act
required grantees to develop and maintain two kinds of rate
systems, One of these was User Charge systems and covers
operating, maintenance and minor replaeement cost, all of
whigh are needed to keep the treatment plant operating up to
standard., The requirements went one step further and also
specified that User Charges be proportional to the usage of
the system.,

The other system is Industrial Cost Recovery, and
its intent is to recover from industrial users the portion of
the grant identified with construction of capacity for those
industries.

Now, although some jurisdictions may disagree with

particular EPA regulations and guidelines related to User

L2l
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Charges, most grantees agree in principle with the idea of
economic self-sufficiency, for the wastewater treatment syster
ICR on the other hand is a topic which has created
a great deal of debate over the last six years or so. As you
know, in December, Congress enacted the Clean WAter Act of
1977, Public Law 95-217, This Act made several modifications
to the 1972 Act. One of these was Section 75 which specified
that EPA would study the efficiency of and the need for ICR.

The study was at least to include an analysis of
the impact of ICR on rural communities and on industries in
economically distressed areas or areas of high unemployment.

The report is to be delivered to Congress by
December 31 of this year, and that isn't too far away. This
last May EPA contracted with Coopers & Lybrand to conduct the
ICR study for the agency.

Coopers & Lybrand is a management consulting and
accounting firm, for those of you who are not familiar with
the name, one of the largest of the big 8 CPA firms. The
firm was' selected for several reasons. I will just highlighy
a couple of the key reasons.

For'one thing,they had the necessary expertise
and familiarity with User Charge and ICR requirements, having

performed User Charge/ICR work for grantees and done some
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reqgulatory evaluating for EPA,

And also they had sufficient experienced personnel
avallable to perform the study within the very short time
period necessary.

Secondly, Coopers & Lybrand is highly regarded by
industrial communities and local governments, both of which
have had previous exposure to CPA firms as objective and
disinterested auditors and as management consultants.

The purpose of the study was to carry out the
instructions of Congress. The basis for the scope of the
work was a set of questions inserted in the Congressional
Record of December 15, 1977 by Congressman Roberts. Some of
you have received copies of those questions already.

He says, and I will quote the first paragraph:

"It has long been the intent of Congress to
encourage participation in Public Owned Treatment Works by
industry. The conferees are most concerned over the impact
with which the Industrial Cost Recovery provision of existing
law may have on industrial participation in these public
systems, Accordingly,the Industrial Cost Recovery, 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 recommendati¢
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that are forthcoming,

"It is expected that the Administrator will consult
with all interested groups in conducting this study and that
the study will address at least the following questions," and
I will paraphrase a few of these for you,

¥, Does ICR discriminate against particular
industries or industrial plants in different locations?

2, What is the combined impact of User Charge and
ICR requirements? Do they cause some communities to charge
much higher costs for waste treatment than other communities
in the same geographic area?

3. Does the ICR program drive industries out of
municipal systems?

4, Do industries tying into municipal systems pay
more or less for pollution control than direct discharges?

5. Does the ICR program encourage conservation and
what is its economic and environmental impeect?

6. Does the ICR program encourage cost effective
solutions to water pollution problems,?

7. How much revenue will this program produce for
local, state and federal governments and what should they be
used for?

8. What are the administrative costs of this progr%m
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What are the costs and side benefits of monitoring industrial

effluent for ICR purposes?

What about tracking the number of industrées?

What are the impacts of seasonal discharges or othe
changes in strength and quantity of effluents discharged by
individual industries?

And lastly, should small industries be exempted
from ICR? How small, and is there a reasonable cut-off
based on percentage flow?

Coopers & Lybrand has been busy for the past five
months speaking with and gathering data from a cross-section
of interests in order to address these very questions,

As a final action, in their data collection phase,
ten meetings are being held, one in each EPA region and this
is one of those meetings.

There are four general purposes for inviting you
here today. One is to present a summary of the data gathered
to date and some preliminary conclusions.

Another is to present some potential alternatives
to the current .ICR system for your consideration.

The other two are to answer as many of your questigr
as possible and to get statements and information from all
interested parties, especially those who have not yet had

direct input into the study.
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The last purpose is no doubt the main reason you
are here today, I know it is our primary purpose,
After our short presentation, the remainder of our
time today will be sperit just listéning to what you have to

say,

Now, here to give you an idea of: how the study is
being conducted is Alan Brown of Coopers & Lybrand and he willi
tell us-briefly what they have been doing for the past five

months, Thank you,

MR, BROWN: Good morning, My name is Alan Brown,
I am with Coopers & Lybrand, and I was responsible §6r the
data collection effort in the western half of the country.

When EPA first asked us to conduct an ICR study, thg
first thing that we did when EPA asked us to conduct the studj
was to go back and look at the 1972 legislative history
related to Public Law 92-500 and the specific sections that
addressed the User Charge and Industrial Cost Recovery in
order for us to find out exactly what ICR was supposed to
accomplish.

Now, stated briefly, we found after reading the
legislative history that there are two major ideas contained

in there. One idea is an idea of equity or an attempt to

equalize the assumed economic advantage; namely, less
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apensive sewage costs for those industries that have the
ability to use publicly owned sewage systems, as opposed to
thoge industries that have to §reat their own sewage,

The other idea that Congress was very concerned
about was that of capacity, or the appropriate sizing of
wastewater treatment facilities with adequate but not excess
future capacity.

The third idea that we found was not quite as centr*
to ICR as the first %two, was an attempt to encourage water
conservation,

Now, this background material from the legislative
history together with legislative history related to the 1977
Act and Congressman Roberts' questions which Chris read for
you and Congresswoman Heckler's statements on ICR served as
the frame of reference for us to plan the study, The initial
step we took in late May of this year was to git down with
EPA representatives like John Pai, John Gall from Region I,
and Ted Horn from Region V and basically put together a
shopping list of every piece of data that we thought would
help us in answering the specific questions that have been
asked about ICR and some of the more general guestions relate?

to User Charges,

Now, we took this shopping list of data elements anL
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converted it into two draft survey questionmaires. One
questionnaire was designed to be used by industry and one for
grantees,

The draft industrial questionnaire was reviewed witH

the National Food Processors Association, the National Associg-

tion of Manufacturers, angc other public and industrial
associations and groups in an attempt by us to be certain that
the information we were asking for was available and that
industry could provide it.

After refining the questionnaires, we developed a
list of people to survey. These came into two €ategories.

We first compiled with the EPA régional o6ffice
assistance a list of approximately 100 cities which we
planned to visit in person. These cities ranged in size from
Ravenna, Nebraska, which has a population of roughly 550, to
cities as large as New York and Chicago.

We eventually visited approximately 120 cities, somé
of them twice, if there was strong local interest in the stud%
Our standard procedure was to meet in the morning or first pay
of the day with a local agency responsible for wastewater and
then later in the day with industrial groups or civic or
public interest groups, if there was sufficient interest.

In all cases we mailed survey questionnaires out

t
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ahead of time to the people we were going to meet with, so

they would know the kind of data we were lookinf for and be

able to prepare a little before we showed up, We stressed
that participation in the survey was voluntary and in many
cases people mailed in completed questionnaires rather than
meeting with us personally,

The second category of people we were going to talk
to were a list of 200 additional cities that we surveyed by
telephone, The same questionnaires were used and these
questionnaires were mailed out in advance to the people that
we were surveying.

Next we came up with a groupd five which was later
expanded to six industries for detailed study. Although we
were interested in the impacts on industry in general, we weri
particulaxly interested in industries which met one or more
of the following criteria. We were looking at industries that
were particularly labor-intensive, that had low operating
margins, were high water users, that were particularly
seasonal or were particularly impacted by the extent of
pretreatment regqulations.

The industries that we eventually selected for
detailed study were the meat packing industry, dairy products

paper and allied products, secondary metal products,canned
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and frozen fruit and vegetalbes and the textile industry,

A list of selected estaplishments in those industri

that I just mentioned located in the cities which we planned
to visit in person and’'in a telephone survey was prepared ané
survey forms mailed to those establishments,

Now, our entire data collection effort was
accomplished in six weeks, by using ten teams of C & L
consultants across the country.

The second step in the study, and we felt just as
important as the first, was to develop a mechanism for public
participation in the study. Our primary concern was that we
have grass roots involvement in the study and we wanted the

an
study to be/open one.

We put together an ICR Advisory Group ©f approximately

40 individuals representing industry, environmental, civic,
local government and Congressional interests, and relied on
these groups to keep their local chapters involved in the
study, We held monthly meetings in Washington and transcripts
of our meetings were mailed to anyone that was interested in

them,
The -third step in the project is to summarize and
analyze the data that we have collected so far, We are

currently meeting this task in our Washington office and have

”
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reached some preliminary conclusions as to what the data mean+

We performed several computerized statistical
analyses and these are currently being refined.

Wa feel that we have looked at enough data to .be
able to formulate some possible alternatives to ICR as it is
presently constituted, and the purpose of this meeting today
is to relate to you what we have found and to get your reactidqr
to it.

After these ten regional meetings are held, we will
put together a draft final report which will be widely circu-~
lated. Our time schedule for this is to have the draft final
report completed by 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 to Congress, We cannot, however, 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
will relate to you what we have found, what we think it means
and some possible alternatives to ICR.

MR, DONAHUE; Good morning, my name is Ed Donahue,
I am Project Manager for Coopers & Lybrand in the ICR study.

I am here to tell you what we found in the course of our study,
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what we think it means and present some possible alternativeL

The data and statistics that I will be using are
based on our study and are currently being studied, validateF
and refined in our Washington office. Rather then hand out
raw data or computer printouts that are understandable to
only a few people, we have summarized our data into a handout
entitled "ICR Study Data" dated October 10, 1978. You shoul?
already have received copies of this handout.

The final version of the data analysis will be
much more detailed, much more extensive, to be appended to
and included in our final report.

There is also a one-page summary of findings and
conclusions which we just had reproduced and it will be
available for anybody who wants it.

Without further delay, let's examine the data.
Remember, though, the data is national data and it is averag?
therefore requires careful thought before using it, because
it can be very misleading. We eventually got data from 241
municipalities, sanitary districts, EPA grantees. The best

data came from places we actually visited, Data obtained

through telephone surveys was not as complete or precise but
was still useable.

We also obtained data from 397 industrial facilitie

mn
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mostly through efforts of trade associations. The industrial
data is at plant level rather than at company level,

Looking at the major issues before looking at speci
data, the first thing we want to address is the issue of
equity or the assumed economlic advantage; namely, less
expensive sewage treatment cost for industries \ising:the
Publicly Owned Tfeatment Works, POTWS, versus those treating

and discharging their own waste. We used a computerized tax

to reflect the User Charges and ICR situation,

Basically the model gpnciudes a series of equations
which reflect the cost of doing business, and enable the
company to evaluate alternatives in a sense, a’'i'make or buy"
decision. Should the company use a POTW or treat its own
sewage? What we found was for some medium or large industrie%
having compatible waste, it is cheaper in the long run to
self-treat, even without including ICR charges, just including
User Charges. This is a very significant finding. What it
means without ICR or pretreatment cost, large industries -
should, from an economic viewpoint, treat their own sewage,
This is based on several tax changes that were not really
known to bhe Public Works Committee when they wrote Public Law

92-500, Several have been enacted since 1972 when 92-500 was
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enacted, Basically these tax changes are three.

The first is acceleratéd depreciation over a five-
year period for pollution control equipment.

The second is investment tax credits for capital
equipment,

And the third is the use of Industrial Devéelopment:
Bonds, tax-free IDBs to finance self-treatment facilities.

The proposed tax law changes, some were just recentl
enacted and some which will be addressed when Congress
reconvanves in January, will, 1f enacted. make it even more
attractive for industries to self-treat because of the increas
tax credits which are proposed, What this finding says is
that for many industries it is cheaper to self-treat than to

use .POTW, If this is the case, why don't more industries

self-treat? There can be several reasons. The first and most

obvious one is that they are not located on a river or stream |
or other receiving body of water where they can discharge
directly, So therefore they must use a POTW.

The second and probably fairly common.,is they just

don't want the hassle of self-treatment. They don't want a

NPDES permit, they don't want to operate and build a sewage

treatment facility,.

The third reason and probably the greatest one at
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the moment,” is that the User Charge and Industrial Cost
Recovery have just not been around long enough to see their
effects, The second thing to bear in mind, though, is if
ICR and pretreatment costs are added on top of User Charges,
they could very well be the final straw that drives industry
out of POTWs, thus making it more expensive for the remiining
POTW dustomers to use the public sewer system,

Yn particular, EPA's application of pretreatment
standards is likely to make many industries give serious
consideration to self-treatment,

The second issue is that of POTW capacity. Based
on our survey of 241 wastewater treatment facilities, from
which we obtained data, the average POTW uses only 68 percent
of its design capacity. The useage ranges from a low of 4
percent to a high of 120 percent. It appears Industrial Cost
Recovery as presently formulated has not acted to put a cap
on construction of excess future capacity in POTWs,

The third issue is that of water conservation, and
the outcome is not as clear. Based on industries we surveyed,
water consumption has dropped an average of 29 percent, but
industries witﬁrwhom we talked attributed the water conservatipn
to higher water rates and to User Charges, not to Industrial

Cost Recovery, because Industrial Cost Recovery as a percentage
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of water costs and User Charges is not that significant at
this time.

The economic impact of Industrial Cost Recovery to
date is not significant in most locales, because ICR has not
been in effect for more than a year or two, and most grantees
have suspended ICR billings, while the ICR moratorium is in
effect, The exception to insignificance of industrial Cost
Recovery is those cases where there are seasonal users and/or
advanced waste treatment, In those cases, the total sewage

costs for industry have increased by a factor of 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 Industrial Cost
Recovery can be very significant. We can find only a few
scattered instances of plant closings due to sewage cost, and
non attributable solely to Industrial Cost Recovery.,

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
decision, also.

The impact of Industrial Cost Recovery appears to
be greatest inolder cities, particularly in the Nbrtheast,

and particularly in small to medium size cities, and I think
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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 costs to indusfry of sewage treatment is much
greater by a factor of about 50 percent per gallon in AWT
p lants as compared with secondary plants,

The incremental cost to grantees to maintain and
operate Industrial Cost Recovery systems; that is, the
"eliminatable" cost above and beyond the cost of maintaining
the User Charge systems is small when compared to the total

cost of sewage treatment, averaging about $15,000 per grantee
per year. The average ICR revenues per grantee per year are
approximately $88,000, of which $8,000 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 would be pleased
to discuss specific data during the question and answer period
at the end of our meeting.

To summarize our conclusions and our findings very

briefly, ICR is not doing what it was supposed to do.

Relatively few cities have implemented ICR., Those that have,
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have suspended billings during the moratorium.

ICR to date has had no significant impact on employ/
ment, on plant closings, on industrial growth, import/export
balances or in 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 thingdg,

Congress was attempting to avoid the appearance of using publj
money to subsidize industries that discharge to grant-funded
public sewer systems,

While our studies have shown that many of the
economic objectives have not been met, the social objectives
remain, and accordingly it .is appropriate to consider a seriej
of alternatives to Industrial Cost Recovery 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 already have a copy of. The document presents 16
alternatives to Industrial Cost Recovery, ranging from leaving
ICR as it is now to outright eliminaticn of Industrial Cost

Recovery, These alternatives are not ranked in any order of

c
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preference, They are not necessarily mutually exclusive,
They could be combined, They could be refined., They could
be modified.

what I would like to do is adjourn the meeting for
15 or 20 minutes to allow people to look through those
alternatives and get some initial feelings about them. I
would like to reconvene the meeting and have Alan Brown go
through those alternatives, one at a time, explaining the
advantages of each, and the disadvantages. After that, we
will take prepared statements. Unless somebody at the table
has something to say right now, I would like to adjourn to
about 10:45, or ten of eleven,

MS, NOAH-NICHOLS; One point. I have several
questions on where to turn in written statements, and within
what time period, if you don't have them today; and the word
is that they should be sent to Coopers & Lybrand by October
31,

MR, BROWN: Anybody that is interested come by and
we can give you an address.

MR, DONAHUE: Also you can send written comments to
Chris in the regional office,

MS, NOAH-NICHOLS: I will send them on.

MR, DONAHUE: Barring anything else, we will adjour
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for 15 or 20 minutes,

(Brief recess)

MR, DONAHUE: If we could reconvene the meeting.
As I mentioned before we adjourned, we prepared a list of 16
possible alternatives to Industrial Cost Becovery. We
prepared some of them, we got some ideas from people in EPA
and some people from the trade associations, and as I said,
we don't have any preference, We are not endorsing or

rejecting any of the recommendations at this point. They

are not in any order of preference and they are not necessaril:

mutually exclusive. You could combine some of them. They are
all subject to being modified or changed or whatever, What I
would like to do is ask Alan to go through the 16 alternativeg
and discuss some of the advantages or disadvantages of each of
them. Alan.

MR, BROWN: What we have got here are 16 alternative
Please keep in mind that the advantages and disadvantages are
not tremendously extensive. We tried to put down a few ideas
so that people would have something to discuss and what we
thought were the major considerations for each alternative.
We realize that these lists could be much longer.

If you will look under some of the disadvantages,

frequently it i1s mentioned that it is going to eliminate ICR

ra
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govarnments, What we are talking about here, I think we
ghouid be familiar with it, based on our projections over a
30-year period, the total amount to be collected from ICR wil}
range from $1 billion to $2 billion, That is total ICR
revenue collected over 30 years. This varies significantly
from earlier projections of roughly $4-1/2 billion to §7
billion, When you consider that local communities or granteef
can keep ten percent of this money to do with as they want,
and 50 percent is returned to the federal government, then
you divide everything by 30 years. You are really not talkin+
about huge amounts of money every year in most cases, So when
you see that listed as a disadvantage just keep that in mind,
that .is what we are talking about there.

Alternative No. 1 and probably the first one to comé
to everyone's mind is to simply abolish ICR and replace it
with nothing.

The advantage here weuld be to eliminate complaints
that we hear frequently from grantees that ICR is not cost
effective, that it is difficult to monitor and difficult to
administer. It would eliminate complaints from industries
that ICR is double taxation and that ICR adds unfair economic

burdens to the industry, depending upon what part of the
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country they are in, and what kind of plant they discharge
to,

It would also eliminate the inconsistent ICR rates
that we see from region to region and from different parts
of the country,

Some of the major disadvantages here are keeping
in mind that ICR, one of the intentions of ICR was to help
put a cap on the gize of treatment works. Without some contx
over the design parameters allocated to industry, abolishing
ICR may encourage grantees to plan and construct treatment
wrks that are larger than necessary, the other disadvantage
being it would reduce revenues.

Alternative No. 2 is to attempt to base grant
funding for elibible project costs, including the industrial
components on a sliding scale, funding current needs at 75
percent and reducing the federal share of total project costs

as grantees plant the treatment works larger than current

needs indicate, ICR would be based on the current regulations.

Let me talk a little bit first of all about current
needs. This has been discussed in other meetings. Current
needs could be defined as the capacity and need today with a
reasonable period or a reasonable amount allocated to future

growth, Now,basing the grant funding on a sliding scale and

o]
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reducing the total project costs as the plant becomes larger
than current needs indicate, would do several things,

One would be to encourage more front end planning,
and reduce the amount of excess capacity that is being built
today,

Another advantage would be to encourage industry to
participate early in the planning process and become involved
in the sizing and designing of treatment plants early on.

The major disadvantage here is that it may not be
cost effective to build a plant based strictly on current nee?
when you are attempting to design a plant for an area that is
large and rapidly growing.

Another disadvantage is that it is going to increas?
the total local share of cost for grantees if the grantee
decides to build a plant with excess capacity.

Alternative No. 3 is a great deal similar to No. 2,
with one major difference, the difference being that there
would be no grant funding for the industrial component in the
plant.

Alternative No. 3 is to base grant funding for
eligible project costs on a sliding scale, funding current
domestic needs only at 75 percent and reducing the federal

share of total project costs as treatment works is designed.
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As I said before, this differs from No. 2 in that
there is no federal grant funding for the industrial component
Since there would be no federal grant allocated to industry,
there would be no ICR, So ICR would be abolished in this
Alternative,

The advantage here would be to eliminate the grantefs

complaints about ICR not being cost affective and difficult to

industry that there is double taxation and an unfair economic
burden, It would eliminate costs associated with implementing
and monitorins tha ¥CR systems both at the grantee level and

the EPA lev2l. And it would tend to encourage better facility

The disadvantage here is that it is going to increaTe
the local share of project costs, because there would be no
federal funding for industry, and the additional cost may be
passed through to industrial users and should exceed ICR COStT
because of the fact that there is no federal funding for
industry,.

Alternative No, 4 is to charge ICR strictly on the
treatment works and eliminating any ICR charges that have
been developed for interceptor sewers.

This has the advantage of reducing administrative
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work that grantees have to perform oftentimes in an attempt

to identify specific industries discharging to specific inter-
ceptor sewers, The grantees have complained it is very, very
difficult when you have a large service area with many
segmented projects, it is awfully tough to figqure out which
industry discharges where, and how much to charge them for
ICR on the interceptor,

The major disadvantage here would be to reduce
revenues,

Alternative No. 5 would be to base industry's share
of the federal grant on an incremental cost basis rather than
on proportional cost basis as is the case now,

A hypothetical instance would be, say, you design a

10 MGD plant to meet needs of the total community, and two

-

million gallons per day of that would be allocated to industry
What you try to do is determine what it would cost if you
built an 8 MGD plant and what it would cost if you built a
10 MGD plant, and the difference there, the incremental cost
between 8 and 10, would be the amount that would have to be
paid through ICR for industry. What this would do would be
to allow industry to receive benefits of economies of scale,
the

using/incremental cost basis. And I think most of you can se¢

the major disadvantage would be it is going to be extremely
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difficult to determine just exactly what the incremental cos-
actually is.

Alternative 6 would be to allow cost of constructii
industry's portion of the treatment works to be grant eligibl
based on the grantee's option, If the grantee elects to have
the industrial component of the treatment facility be grant
eligible, industry would be required to pay ICR just as they
are today, based on current regulations. If the grantee uses
alternative sources of funding for the industrial share, ther
would be no ICR.

Now, grant eligibility here, once again, could be
either incremental or proportional. Some of the advantages
here would be to allow grantees to make ICR a local option,
depending upon availability of alternative sources of funding,
and it would tend to encourage industrial participation in
planning early on,

The disadvantage, once again, if the grantee elects
to have the federal comporent  grant funded, it is not going
to reduce any of the complaints you hear today about ICR,
because ICR would be just as it is now,

Alternative No, 7 is to attempt to establish some
sort of uniform ICR rate, and the things we have listed there

are different alternatives for a uniform rate. For instance,
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pu could develop a national rate, The people in Boston would

t

A4

pay the same thing as the people in Seattle. You could attemj

to develop a regional rate. Maybe the people in the Northeas

L &J

would pay one rate, and people in the Southwest would pay
another, You could take it down almost as far as you wanted
to go, state or city level.

These rates could be modified, based upon uniform
adjustments depending upon the treatment level, treatment type
or level of discharge that the grantee is allowed to make.

What we are talking -about here, for instance, we
have already heard and seen that ICR tends to be more an
industry that discharges to a tertiary plant than it is to an
industry that discharges to a secondary plant.

So you could make it a uniform adjustment across
the country so that everyone, no matter what kind of plant yog
discharge to, whether it is activated sludge, trickling filter
or what, everybody would pay basically the same kind of rate.

The major advantage would be to reduce the inconsist
tencies of ICR that you see from plant to plant and from regign
to region,

The major difficulty here, once again, is it is
going to be difficult to develop and administer such a rate.

Alternative No. 8 is to attempt to establish what WT
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call a circuit breaker ICR exemption. Once a condition
reached a certain threshold, ICR would be collected and if you
drop below that threshold, then ICR would not be collected.
Now, EPA's current 25,000 gallors per day exemption
is a circuit breaker exemption. Once industry's discharge
exceeds the equivalent of 25,000 gallons per day of sanitary

waste, industry is required to pay ICR. If industry's dischar

.~

drops below 25,000 gallons per day, they are not required to

Some other possibilities for setting up circuit
breakers would be based on local economic conditions, for
instance, if unemployment goes above a certain level, ICR is
no longer collected. If unemployment goes below a certain
level, then ICR once again is collected.

You could base it upon industry groups, geographic
areas, EPA currently has a level of pollutant discharge
exemption, and for instance, a dollar level of ICR payments
if the amount to be collected drops below a certain dollar
level, you don't collect it, if it goes above it, you do. The
advantages here would be to reduce the number of industries
required to pay ICR, and that would reduce the grantee's
administrative costs associated with the program. It would

also allow flexibility based on special circumstances.
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The major disadvantages are to make it very, very
difficult to administer and monitor one of these kinds of
circuit breaker exemptions, and it will result in an incon-
sistent charge from area to area, because you are going to pay
your circuit breaker on speclal circumstances.

Alternative No, 9 and Alternative No. 10 are very
similar. No. 9 is to allow a tax credit for ICR payments,
The tax credit would be in addition to normal business .write-
off that industry gets for ICR as a business expense. It
would tend to eliminate industry's complaints that there is
double taxation involved.

The major disadvantage is it is going to be difficul}
to administer, it is going to reduce revenues, and also

requires administrative change.

Alternative No, 10 would be to allow a tax credit
for pretreatment cost, to include both capital investment and
operation and maintenance cost that an industry must pay to

pretreat.

The major advantage here is it is going to encourags
industry to pretreat waste, and the disadvantages are, it
would be hard to administer, it is going to reduce revenues

and require legislative change.

Alternative No. 11 would be to return to the

—t—
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requirements of Public Law 84-660, abolishing ICR as it is
today. One of the things that we have heard from industry and
from grantees is that charges are lower in plants that were
funded under Public Law 84-660, and that it is inequitable,
depending upon which type of funding was provided to expand
your treatment works,

The advantage here would be you would return to the
requirements of 84-660 which required that industry repay thef
proportional share of the grantee's local capital costs.

This would eliminate the complaints of inequitability in
charges depending on the type of funding involved, and it
should tend to reduce the administrative burden on grantees,
because 84-660 was less complex and easier to comply with.

The disavantages are to reduce revenues and lacking
other kinds of controls it may encourage excess capacity to be
developed,

Alternative 12 is to abolish ICR as it is today,
get rid of it, and require the local: share of project cost

be covered through proportionate User Charge.

Currently EPA only looks at operation and maintenance

and replacemaht cost in their User Charge systems. What this
alternative would do would be to include local debt service

in the User Charge.

-
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The advantage would be to achieve equity in the
medthod of establishing rates if it is thoroughly and consis-
tently monitored,

Theré are several disadvantages here, however. It
would reduce the grantee's flexibility in designing rates, It
is going to increase the grantee's administrative cost, becausg
the User Charges now would be more complex, It is going to
increase cost to large users where the grantee currently uses
a sliding scale or discount block rate to fund debt service,
And it may require major changes in bond covenants if the
grantees use revenue or general obligation bonds to fund the
local share of the treatment works.

Alternative 13 is to add an interest component to
the current ICR requirements.

The major advantage here is that it would eliminate
the perceived subsidy of industry by allowing an interest-free
loan component in ICR, and it would also tend to increase
industrial participation in facility planning, because you are
going to increase the ICR cost to be paid by industry.

The major disadvantage we can see is that it would
tend to encourage industry to seek other alternatives to
discharging to a POTW because you are increasing the cost to
industry.

Alternative 14 is to extend the ICR moratorium, We
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feel the advantagesand disadvantages of this are the same.
It just postpones the date for making hard and final decisionf
on ICR,

Alternative 15 would be to maintain ICR in its
current form! doing nothing with it,

The advantage here is that it would require no
administrative or regulatory changes, and the disadvantage
would be that it would eliminate none of the problems that we
currently see associated with ICR.

And Alternative 16 is to require a letter of
commitment in the form of a contract from industrial users of
POTWs when a POTW is sized, There is a typographical error
there--it is "sized," rather than "signed,” This would tend
to encourage more precise planning early on, and the disadvant:
would be that it is going to commit industry for a longer term
than most businesses are willing to sign up for., It would
be difficult to administer and difficult to get industry's
participation.

MR, DONAHUE: Thanks, Alan.

These alternatives, as I said, are just a preliminaFy
list of possible alternatives, During the discussion period
after the statements, if anyone can come up with additional

alternatives or variations on these alternatives, we would like
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to hear them, because we really have no preconceived notion
of what the outcome, of what our final recommendation will be

I would like to turn the meeting over to John Pai
for a few seconds,

MR, PAI:{ Good morning. My name is John Pai, I
am fremEPA, Washington, D,C. I am the Project Officer for
this study,

A few things I would like to go over with you.
Number one, this public meeting is what we call or we attempt
to try a group decision making process. We come here with
an open mind and a few suggestions to you, and hopefully that
you would help us or we could make a decision together to mak
a recommendation to the Congress.

As was pointed out, Chris pointed out, there are
ten such public meetings held in this country. What you said
today or what you recommend from any individual in this regid
will be considered together with the remaining nine public
meetings iinpu€ that we have, EPA of course will make the
final recommendation to Congress, and then the Congress will
make the necessary legislative change.

What I am saying here is that the final recommendat
you see may or may not respond to all your concerns. Howevelx

the recommendations are based on the general concern of all

I
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the concerned parties over the country.

As you go through these alternatives, I would like
to point out all these alternatives try to address one of the
following four major concerns we have on ICR,

Number one, all these alternatives are trying to
attain some administrative simplicities for the grantees and
for the industrial users,

Number two, trying to encourage industrial users to
participate early in the planning stage for better planning
of the facility.

Number three is trying to give the grantee more
discretion to fitting his local conditions,

And number four, and it certainly is not the least,
we try to address the cost problem to the existing users.
Let me explain a little bit on the last item. Basically you
heard many times about extra capacity or excess capacity,
extra capacity, future growth, so on and so forth. Now, it
is not the purpose of the meeting here to discuss what is a
reasonable excess capacity or what is reasonable growth. Whaf
we try to address here is, assuming that you would have a
reasonable growth, still the questionremaining is, can the
existing user pay that extra cost for future growth?

T am not as familiar as I would like to be, with
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the situation in this region, but in many other regions or
areas, where the existing user feels the financial pinch of
the total cost to him, even'thoughrthey have a well-planned
future growth projection, So ICK hopefully or it was intended
to put some more cost considerations in there for people to
design their facilities, but in all these alternatives we all
try to address the excess capacity not in away of whether it
is cost effective in the long run, but whether the cost can be
bearable for existing users,

If any of you have a problem of a high cost for
existing users, be it to industrial users or be it to domestid
users, we would like to hear about them.

The point is that tha' cost effective solution for
the long run may not be the best solution in the short run.

With that in mind, I would also like, as Chris
mentioned, because some of you received the material a little
late, to provide us with a written response, we have extended
the written response period to October 31, 1978, Any written
response can be forwarded to me, and my address is John Pai,
(WH 547) and the next line is U,S8, EPA, address is 401 M Street,
Sauthwest, Wasﬁington, D.C., 20460,

My phone number is 202-4268945,

In case you have any further questions or answers

after you have had a chance to review this material in more
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detail, please feel free to call me on the phone and discuss

with me before you send your comments, It is very important

that you show your preference or your suggestions to us

because this is a time that you can really impact the outcome

of the study,

You can give them your address, too, E4.

MR, DONAHUE: We would like to get copies of

comments and suggestions, too, You can send them to either

Alan Brown or to me,,Ed Donahue. Our address is Coopers &

Lybrand, 1800 M Street, NOrthwest, Washington, D,C, Our zip

code is 20036, Please feel free to call us, too.

If there is something we said that isn't really cleir
or something you would like us to expand upon or just some
questions or ideas you would like to bounce off us, our phone
number is 202=223-1700,

I think John mentioned, if he didn't, whatever
written comments you have, even a handwritten half a sheet of
paper kind of thing is fine, We are not lcoking for people to
draft laws, sit down and hire a lawyer or consulting engineer
to write a long and detailed and very technically correct and
precise kind of thing, We are just looking for ideas and
suggestions. So just off the top of your head kind of ideas

that you thought out are fine,
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I think we will turn the meeting back to Chris, and

ghe will preside over any kind of prepared statements peaple

have.

MR. PAI: We have a list of people who, I guess,

telephoned in to reserve time for making a prepared statement

I will just go down in the order that we have here.
Mayor Whittom,I suppose you want ta begin.
MR, WHITTOM: This is something new to me. I am

Mayor of Rupert, Idaho. My name is Bill Whittom.
The industrial portion of our sewage treatment

facility at our lagoon project which is about 97 pexeent

complete now is wery important to us in the small agricultural

community where we live, Idaho, for example, prodices 26

percent of the nation's potatoes, The majority of those

potatoes are produced and processed in areas such as Rupert,
Idaho. And for the city and the industrial users to grow
together is very important. It is asinine in my estimation

to have industry building a treatment facility and a mile away
have the city build a treatment facility.

So this has been helpful to us, but I can see

industry's side, too, I asked one of our major industrial
users to come and state some comments concerning his position

on it, too, I would like to call on him in a minute, but we

will have written testimony, and I talked to. John.®arilier.
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He gave me his address, and we will be sending that testimony
to him,

The one thing that we are concermed about, as far
as a city operating this facility, is that some of our income
is derived from the payments that our users are making, and
that it could be/;inancial burden on us in some of the smaller
c ommunities where we have large industrial users participating
in this, if we lose that myment.

I would hope you would consider that and figure out
some way to reimburse the local units of government for the
funds that we might lose in the future on projects such as
this,

Several alternatives that I have reviewed there, I
think a lot of them have merit. I can appreciate the work angl
time and effort put fnto them, just in reviewing them briefly;
I am sorry I am not better versed on this, because the first
I heard about it was the letter I got. I called over here anL
made arrangements to be here, because I think it is important
not only to our city but to many other municipalities and
industrial users of facilities such as this,

We have the first treatment facility of its kind

in Idaho. We have just taken the effluent of a large Kraft

firms in Idaho, and all the city schools, schools outside of
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|
the city and so forth, it is being pumped out of the river :
now, and into a lagoon system for land application later on.
I don't know how long that might be, It will be several year
I am sure, We have a pretreatment plant near our city where
the effluent is treated prior to going into the lagoons, and
most of the systems just have a lagoon system. We are pretty
proud of it, If any of you ever get over that way, you are
welcome to stop in: We will show you how to build one and
get the users behind us, too.
We have had real cooperative working relationships
with our industrial users,
T would like, John, if you would permit, because
for the time factor involved, and our plane was late and every-
thing else, we are very unprepared, We will have a written
statement,
I would like to ask Bill Schow, who is the Compfroi
|
for Magic VAlley Foods, a large potato processing plant, shi&
potatoes all over the world, by the way, and the latest is
going to Japan-=I don't know how many loads they ship over
there-~but they are dehydrated potatoes made into something
like Pringles potato . chips. Proctor and Gamble have dealt
through this firm, You have probably .sampled their products

somewhere along the line,
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MR, PAI: Thank you, Mayor.

Bill,

STATEMENT OF BILL SCHOW, MAGIC VALLEY

FOODS, INC,

MR, SCHOW: 'Bill is quite right about being prepare%
I got a call from our President yesterday and he said to be
on the plane this morning, We are currently, as Bill stated,
about 97 percent finished with the project, and it has been

funded under the Federal Water Pollution Control Act, 92-500,

(33

One of the problems that we are facing at this poin
in time concerns double taxation, I think industry in general
is probably not in favor of their being doubly taxed, but whepr
the problem arises is in additional funding for nonfederally
granted monies to start with, It is kind of like renting a
house and paying for it at the same time. We have $100,000
initial construction cost down payment which at this point
in time we are financially unable to make it out of working
capital. So we have tried to get financing for it,but since‘
the system isn't ours, it is not viable collateral, as
collateral as such,

Anyway, a specific item, If industry isn't going tp
use it, who are they going to foreclose on to get payment?

Federal monies, I think, need to be funded for these costs
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if industry is going to go along with municipalities,
| If the system was ours, under 92-500 we would be
funded, but since it is not our system, it is the City of
Rupert's, they are the sole owner, so we are ineligible for
this extra funding.

I am in agreement with Alternative No, 9 which we
just went over, about tax credits along the same lines. This
system is not ours, and it cannot be capitalized, and there
are no investment tax credits available. It is being rented
to us,

I would like to see Alternative 9 be implemented,
I think as far as industrial users are concerned, the breaken
as it was called, 25,000 gallons a day, I think there was a
fallacy in some instances that industry has the ability to
repay. Sometimes industry does inot have the ability to
repay. Twenty-five thousand gallons a day does not give an
exact parameter of the type of discharging into the system,
For example, a car wash could use 5,000 gallons of water a
day easily, dischargining lots of grease and oil, which is
definitely harder to treat than our potato waste which is
very much biogradable, and we settle a lot of stuff out of it.

So I do not feel that that parameter is exact, Also going
industry's ability to
back to/repay, the 25 000 gallons is not really very much

water. I think thé average home owners in our area are
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using 8,000 gallons a month, and it is not=-

MR, PAI: What do you feel , trying to see that
number increased or refined?

MR. SCHOW: I am sliding off here, losing my train

of thought, I think you are right, The definition,you know

the actual building and use of the system is being repaid th
way, It is not per se the number of gallons being discharge
it is the type of effluent being discharged, There should b
some balance there with that type,

And we are not saying that industry should not pay
its fair share, but I think industry in general feels they ar%
double taxed, because not only are they paying it through
first time, why should the industry that uses 25,000 gallons
or more have to pay! for the guy who uses 20,000 gallons that
is still making a buck off the system, -too,

MR. DONAHUE: You had to come up or have to come
up with $100,000 as your contribution for construction cost.
Ts that towards the local cost of construction or is that

Industrial Cost Recovery or is it both? Or are you sure?

MR, SCHOW: I am not sure, I think it's the initiTl

stages of the project incurred, our share was $100,000 down
payment, in three payments in three stages of construction,

The final payment was supposedly to be paid upon approval of

.
’
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the system. But what has happened is we were trying to get
u nder this Act, 92-500, one of the eligible requirements whic}
i#¥ your number 2 if your business discharges into a publicly

owhed works and the city and county required treatments of our

and so on ==

felt we would have long-term low-interest money available to
us,

But through a quirk or however it is written up,
we were ineligible, because the system is not ours. We were

nog cited. The city was cited,

We are going to pay probably 50 percent of the cost
of the lagoon over a period of it, The SBA was willing to lo#n
us money through;convengibnak resources with raising a bank
9 percent guaranteed loan, That is where collateral comes,
It is not ours, How do you use collateral that is not yours?
We are stuck between the rock and the hard place,

MR, DONAHUE: I can't imagine too many people would
want to have a sewer system as collateral, anyway,

MR, WHITTOM:; Excuse me for interrupting., I think
this is important. We are a classic example again of one of
the problems that has been created here. They are put on the
spot because they don't have the bucks to initially invest in

it, especially a small busipess, They are not H,J, Heinze or
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the Hunt Corporation or something else. It is a small
family-owned corporation or operation and it puts us in a
bind because we have to to to the home owner then and say
they can't pay their $i00,000. We are going to borrow from
you to pay their bill to the contractors that have already
done the work, The home owner says, Hold it, why are we
paying their bill? If I don't pay my water bill or my light
bill--in this case we own our electricity system, too, in our
city--you turn my lights or water off. Why don't you turn
them off? I am in the middle of the damn thing. It is really
a puzzling situation to be in, because they employ 100 people
in our community, 'a payroll of--it is sizeable--one of those
things you can't win at, They are either mad at me or the
people are mad at me,

MR, DONAHUE: You are put into the middle of abidinﬁ
by the environmental kind of things and at the same time
worried by the economic impact.

MR. WHITTOM: The only good thing is I have three
years before I have to run again.

(Laughter)

MR. DONAHUE: If you all, when you have the time,
before the end of the month, if you-could reduce something
to writing about what it is doing to you, we are not looking

for proprietary or confidential information, anything you coul
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give to us as part of the public record if somebody wants to
see 1t if they can, but if pou could put something in writing
just a couplewpage letters saying what this is doing to you,
and what kind of alternative you would suggest; it would be
helpful. For the 'more things like that we can show to
Congress, the more likely they are to do something,

MR, SCHOW: That is our basic purpose,

MR, DONAHUE: When you have some time to reduce it
to writing, we would appreciate it,

MR, SCHOW: We feel we do use the system, but why
is someone who has his limits set up for repayment, why is the
industry always stuck with the bill? Bill talked about the
economic impact; industry does carry the majority of the load
for everything. Every time something comes along, they hit
industry up for a little more,

I think it is well known that industry profits are
lower than private~-if industry makes 3 percent on the buck
after taxes, they are doing quite well, If a small business‘
had to do that, they would be out of business.

Thank you for your time,

MR, WHITTOM: He is not only representing Magic
valley Foods, but another affiliate. they have is Magic West,

located in Glens Ferry, and they have treatment problems there
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or have had in the past, I don't know whether they are solwa
or not,

MR, SCHOW; EPA didn't close us down totally.
MR, WHITTOM: The things he and I point out, not

only affect Rupert and Magic Valley Foods, but I think we arr

representative of many small industwies: and small communitier
and without them we wouldn't have as big a system as we have.
Without us they wouldn't have a system to go to, it is
doubtful that they could come up with the bucks to treat it [t}
way EPA is indicating they gaye to.

I thank all of you for your time., I am sorry we
are so disorganized, We are from Idaho, you have to excuse
us. We walk around here and look at these buildings and thgy
are bigger than our haystacks,

MR,' DONAHUE:Y Thank you,

MR. PAI: The next gentleman is Mr. Mike Price,

STATEMENT OF MIKE PRICE, SEWER UTILITY

DIVISION, DEPARTMENT OF PUBLIC WORKS,

TACOMA, WASHINGTON.

MR. PRICE: I am Mike Price, Chief of the Sewer
Utility Division, Department of Public Works, Tacoma,
Washington. I have a letter here addressed to the Regional

Administrator of Region X, and signed by R,D. Sparling,
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Utility Services Superintendent of the City of Tacoma;

"Dear Mr, Dubois;

"This statement represents the position of the City
of Tacoma regarding the Federal Industrial Cost Recovery
Program mandated by the Federal Water Pollution Control Act.
It is our understanding that this public meeting is being held
to obtain public comments which will be the basis for a
decision 'on implementation or non-implementation of the
Industrial Cost Recovery portion of the Federal Water Pollutidn
Control Act,

"As a member agency in the Association of Metropolitja
Sewerage Agencies, we participated in the drafting of a
resolution regarding Industrial Cost Recovery at the annual
AMSA conference in Anaheim, California earlier this month,
Tacoma fully supports that resolution by the Association of
Metropolitan Sewerage Agencies. The resolution reads as
follows:

'The Association of Metropolitan Sewerage Agencies
supports the elimination of ICR provisions from the Federal
Water Pollution Control Act (Pl 92-500) and the Clean Water
Act of 1977 (PL 95-217). Until the ICR requirements of the
law are eliminated, AMSA urges EPA to develop regulations for

the program that are consistent with the spirit and intent of
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Congress' recent amendments to (PL 92-500),

"We have enclosed for your use the complete AMSA
position paper from which this resolution was developed.

"Tacoma has currently suspended all further work on
an Industrial Cost Recovery study and program development and
will hold further such work in abeyance until this issue is
resolved by EPA during the Congressionally mandated moratoriuT
period provided in PL 95-217. This action is in conformance
with Condition 4, Moratorium Reviews and Approvals, which is
contained in your February 3, 1978, Region X Interim Policy
on User Charges and Industrial Cost Recovery. This particulay
paragraph provides that grantees will not be required to
develop nor submit ICR systems during the moratorium,

" We thank you for the opportumity to submit this
statement into the record, and we trust that the testimony
presented today will be utilized in developing a reasonable
and rational appreoach to the question of Industrial Cost
Recovery.,"

I might add, if I understand your schedule for today
there will be later a question and answer and general comment
period, because after reading your alternatives, I have some
other comments I would like to make,

MR, PAI: Thank you.
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The next gentleman is Mr, Bonn,

STATEMENT OF JOHN J, BONN,

TECHNICAL SERVICES P,E,

MANAGER, NALLEY'S FINE FOODS,

DIVISION OF CURTICE-~BURNS, INC,,

TACOMA, WASHINGTON

MR, BONN: Since I am not going to read the whole
report, you may want to follow me., My name is John Bonn,

I am Technical Services Manager of Nalley's Fine Foods in
Tacoma, Washington,

What I handed out there was an impact statement
that this has on Nalley's Fine Foods, 1In the form of an
introduction, basically we discharge approximately 800,000
gallons of water to 1,000,000 a day. The éost of this servit
is $163,000. That is in addition to $64,000 for the water
itself.

The City of Tacoma has an ordinance that is being
drafted and will be presented in January that will increase
this cost to $726,000 annually. This is all in the name of
the Clean Water Act.

Our recommendations are fairly simple. We believe

industries should not be assessed for repayment of EPA grants.

In addition, we encourage EPA not to burden treatment plants

Y gu
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with nonproductive administrative cost and regulations that
detract from the intent of the Clean Water Act.

Let me give you a little background. The gist of
it here, I guess, is we would like to continue negotiating
working with treatment plants, Nalley's is sort of locked in
and we have no choice. We think that the conditions in the
local level could best be handled by people at the local level
that understand each procurement situation, Now, Nalley's
was started down in Nalley Valley in 1940. If you have ever
been down there recently you have seen how we have grown,

On Figure 1 there--~the original has a glossy--it is

pretty hard to Xerox--is an aerial photograph of Nalley's and
Nalley Valley showing we are locked in an area and have no
room to expand, So if we are to install our own treatment
glant, we would have to disassemble or do away with some of
our existing facilities.

The next layout, shows the trunk lines and our
discharge points at Nalley Valley, and we have seven of them,
So it is almost cost prohibitive to funnel this water or pump
this water to a central location,

What ‘we have been doing with the treatment plant,
though, is providing that type of treatment that would help

the municipal facility,
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For example, of concern was the high acidity of our
pickle brine, We installed neutralization plants, neutrali=-

zing plants, to bring pH's to an acceptable level,

In addition, it was mentioned earlier, the high cost

of removing grease, we have installed grease recovery in

grease traps in order to alleviate this problem at the treat-

ment plant. We have solid screens removal for larger particl

to assist them down there, We have installed sampling statio

to make their job easier. We have an in-house metering systen,

and we have starch recovery systems.
In addition, due to recent expansion, we are going

to improve ounr grease recovery system,

This costs about $305,000, and a good portion-6f th
was to assist the treatment plant in making it more acceptabl
of our waste,

The last section there is an indication of the
commercial impact on the treatment facilities, The intent
here is to show you that we have a situation in Tacoma that if
different than other cities, and the industrial portion of it
is really, in our estimation, a small portion.

Thank you,

Are there any questions on it?

MR. DONAHUE: Mr. Bonn, you mentioned that your

sewer bill is going to go from $163,000 to $434,000 j, your

written statement.
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MR, BONN; All right, That $434,000 in the report
is from a consultant report to the city, but they did not
take into consideration our recent strength. So the $712,000
there is our calculation of our recent strength and that has
been unofficially confirmed,

MR, DONAHUE; Why is the increase so great? All
that increase isn't due to Industrial Cost Recovery,

MR. BONN; None is due to Industrial Cost Recovery,

MR, DONAHUE: You are saying you are going to have
these costs whether or not there is Industrial Cost Recovery?

MR, BONN: This hasn't been approved by the Council

MR, DONAHUE: What has happened to the rate structu
the way they're charging, to make it go up that way? pgaye
you had a declining block rate or something?

MR, BONN: No, we were charged a surcharge based on
the highest strength., Now they are charging it on all

suspended solids grease,

MR, DONAHUE: Do you have any idea how much
Industrial Cost Recovery would cost you on top of this?

MR, BONN: No, I don't, We had an estimate in
19~~I don't know the portion of industrial cost, but the
total estimated in 1975, we predicted would be about $350,004Q.

MR. DONAHUE: Per year?
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MR. BONN1 Per year. Not industrial, that was
total, including the user cost, What portion of that, I don't
recall,

MR, DONAHUE: In the plant modifications that you
have made, have you been able to reduce significantly your
water consumption, BOD, or=-

MR, BONN: My gut feeling says yes, but we haven't
been able to monitor or come up with a quantitative measure,

MR, DONAHUE: That is a pretty significant increase
in sewage cost,

I don't have any other questions.

Thank you very much, Appreciate it.

MS. NOAH~NICHOLS: The next person to speak will be
Robert Maguire, from Agripac,

STATEMENT OF ROBERT MAGUIRE,

TECHNICAL DIRECTOR FOR AGRIPAC, INC,,

SALEM, OREGON,

MR, MAGUIRE: My name is Robert Maguire, Wechnical
Director for Agripac, Inc;, Salem, Oregon, Agripac is a foaod
processor operating three (3) vegetabl& canning and freezing
plants in the Willamette Valley in Oregon, All three of these
plants are currently discharging to POTW's,

Of particular concern to us is the situation that

now exists in Eugene, Oregon, Over the years our "Fugene plant
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has discharged to the Eugene City treatment plant which has
been operating under a NPDES permit allowing 60/34 BOD/SS
during the low water period. Under a new DEQ permit, the
cities of Eugene and Springfield have formed a Metropolitan
waste water district which will be required to maintain a
10/10 discharge during the low water period, In addition,
Agripac as the only major seasonal industrial discharger
will not be permitted during the low water period to dischargL
either through the POTW or direct to the Willamette River.

As a result of these restrictions, Agripac will
have to make a decision whether (1) close this plant, (2) mov
to another location, which will involve both cost of moving
plus additional construction cost, (3) construct the lowest
cost waste disposal system at the present location. If the
latter course is followed, it will involve a nine (9) mile
pipeline with the necessary acreage for spray irrigation or
land flow. The original CH,M Hill estimate for spray irriga-
tion based on January 1975 construction and adjusted for
inflation is $6,3 MM for mid 1980 construction costs, A
second estimate made by Brown and Caldwell came in at $7,8 for
spray irrigation. They also estimated an alternative system
of lagoon storage with land flow at $6.3 MM,

Using the above $6.3 MM Figure as the lowest cost
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alternative and with a 1977 flow rate the replacement costs

is $92,55 per M gallon of effluent. The annualized cost is
obtained using 30 years ICR funds for 75 percent of the cost
and the remaining 25 percent payable to the Metro district at
5-1/4 percent for 20 years, This cost is $340,075 per year aL
compared with $75,000 for 1977 treatment costs, The cost per
M gallon of effluent is $1.09 under the old system and using
the 1977 flow rate the estimated cost under the new system is
$5,00, For comparison, our Salem plant with roughly the same
product line and volume had a 1977 cost per thousand gallon
effluent of $1,25. Our best estimate is that other vegetable
canners discharging to the Salem POTW will have the same cost
per thousand gallon.

This case history is submitted to illustrate how
extraordinary circumstances and level of pollutant discharge
will result in excessive ICR payments, It illustrates the
high cost of obtaining extremely low level BOD/SS effluent as
prescribed by the Oregon DEQ. It also points out the inequity
arising when one seasonal industrial user is required to spend
$6.3 MM for a waste water treatment system that will only be
used for 140 days per year.

In conclusion, our first chioce with respect to ICR

payments would be to eliminate them as "double taxation" and
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unfair economic burden, In the event ICR payments are not
suspended, the "circuit breaker " exemption should be
established to give relief to thosecdischargers coming under
the "extraordinary circumstances" category as illustrated
in this case history.

Thank you,

MR, DONAHUE: It sounds like your problem isn't just
ICR. It is a problem of total cost of sewage, and ICR just
makes it that much worse, You are being faced with the proble
of not being able to discharge into the POTW or direct dischan
ICR, that is just so much more of a problem. Your basic
problem is where you are going to discharge.

MR, MAGUIRE; Correct, coupled with severe Oregon
DEQ requirements,

MR, DONAHUE: Water quality standards where POTW
will discharge or you will discharge?

MR, MAGUIRE: No, I am not saying ICR payments are
totally the charge of these high future--

MR. DONAHUE: But they contribute?

MR, MAGUIRE: Very definitely. Out of a $340,000
estimated 1988 cost per year effluent, only $51,000was O&M
cost, so , correct, on this $340,000 that was Brown and Caldew

I assume that their estimate is somewhere in the ball park,

=]

o
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8o $290,000 out of $340,000 ICR--

MR. DONAHUE; Either capital repayment or ICR kind
of cost. That is really significant,

Thank you,

MS, NOAH-NICHOLS, Thank you very much,

The next person to speak will be Howard Donelson-
from the Boeing Company.

Mr. Donelson,

He is not here,

Okay, then. George Houck, from the Department of
Ecology, State of Washingtoen,

STATEMENT OF GEORGE HOUCK, WATER QUALITY

MANAGEMENT SECTION, STATE DEPARTMENT OF

ECOLOGY

MR. HOUCK: I am with the Washington State Departme
of Ecology in the WAter Quality Management Section.

The following comments represent the position of th
Washington State Department of Ecology, We are the pollution
control agency which administers much of the municipal con-
struction grant program in Washington. We hope our comments
will be considered in the light of our intimate involvement
in this program, The 1977 Clean Water Act set up the machine

by which qualified states could be delegated the entire

ry
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administration of the program, We are presently engaged in

discussions with Region X officials about that delegation,
Although Industrial Cost Recovery is presently administered,
by Region X,very soon it may be by the Department of Ecology.
As so often happens, due to the manner in which
mblic meetings are advertised and are held during regular
business days, most of the statemetns to be made today will

express views of industries and cities which are directly

affected, The American taxpayer is probably not well

represented today and, frankly, it is the app;opriate use of
his money that we are talking about today.

our position is that the Industrial Cost Recovery
program should remain in place much as it is today,since it
is the vehicle by which the costs of private industry for
necessary water pollution abatement are paid for by the
corporate discharger and not by the American taxpayer. Under
Industrial Cost Recovery the industrial user pays back the
capital costs for his share of municipal treatment plant
construction. It is true that industry may pay this cost
back over a 30-year period with nc interest collected, It is
then, in reality, a 30-year interest~-free loan to the

industrial user, which is quite a plum in itself.

Certainly some streamlining of the present ICR
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program 1s warranted. In particular, the requlations should
attempt to free the cities of any nonproductive, cumbersome
requirements, The 1977 Clean Water Act, in changing the
definition of industrial user from the former 2,500 gallons
p er day to 25,000 gallons per day, was a step in the right
direction,

To do away with Industrial Cost Recovery without
payback by industry of its fair share of the capital costs
would result in some serious inequities. Two examples that
come to mind are:

1, The incentive for an industry, faced with the
capital costs of upgrading its treatment facilities, to conne¢
to a municipal plant could be overwhelming and not really
cost effective when total cost to the consuming public is
considered. 1In effect, the industry would be served by a new
facility whose cost was borne by the Americagn taxpayer in
contrast to constructing its own plant,

2, Competing industries which must provide their
own treatment plant are at a disadvantage as compared to an
industry connected to a municipal plant where the capital
costs of treatmet of the capacity are provided free of charge

Our department provides a 15 percent EPA grant, for

a total 90 percent grant. Under the provisions of a recently
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adopted state regulation, Chapter 173-255 Washington Administ:
tive Code, we discontinued providing the 15 percent grant for
the industrial portion, We did not want to upset projects
which were well on their way, so cities which had aaready
received a state grant award’® to do the design phase, prior t«
September 23 of this year, were "grandfathered in" by the
regulation, Our définition of industrial user in the regula-
tion was made compatible with the EPA definition. Thus,

d iscontinuing or making substantial changes to the ICR program
will impose a hardshiplzgministration of the municipal
construction grant program in Washington State, to a degree,

The reason for our recent regulation was that in
a few years the state bond money will run out,and we wish to
provide the supplementary state grant to as many worthwhile
municipal projects as possible. We did not initiate and
industrial cost recovery program of our own because we
believed the administrative costs of the smaller state program
15 percent as compared to the 75 percent federal grant, would
be too cumbersome.

Now that we have Been the preliminary findings of
the consultant's study of Industrial Cost Recovery this
morning, we do have some additional comments to provide in
writing,in a day or so, We hope they will receive the same
consideration as these presented this morning.

Thank you.
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MR, DONAHUE: Mr, Houck, if it were shown that the
cost of self-treatment were lower than the cost of using
Publicly Owned Treatment Works--I am making an assumption you
want to encourage industry to use the public sewer system
rather than create their own sewage, because of economies of
scalew=- If it were shown it was cheaper to treat your own
sewage than to use the public sewer system, would the sState
feel the same way about Industrial Cost Recovery? In other
vwords, if, assuming what appears to be an economic advantage
from using a 75 or 90 percent funded facility versus building
your own, if that were shown-~-if tax law changes made that
economic advantage disappear, would the state still feel that
ICR was a good thing to have? There are other reasons for
having ICR as well,

MR, HOUCK: I am not really prepared to answer that
this morning. That 48 something I am not familiar with. You
brought out these changes in the tax laws that some are
proposed and some are in place,

MR, DONAHUE: When we discussed that with some
people on the House Public Works Committee staff and they
were sort of flabbergasted when we told them what we had done
and the reason they were assuming, and it just makes common

sense, using a facility that is three-quarters paid by
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somebody else it is going to be cheaper tlian what you pay
for by-yourself-“m-, it looks that way on the surface, We

went through the tax law kind of things and discussed this w

—pi—~

reople on the House Public Work staff,

They were amazed, They were in the Public:
Works Committee writing environmental law, and the I‘inance
Committee is writing tax law, And their objectives don't
always mesh. The Public Works people weren't aware of what
the Finance Committee was doing or how extensive were the
tax law changes which had been made, They were pretty
surprised when we went to them with this computer model and
showed them what was happening. Our final report will
include all kinds of cost curving on different size industrias

MR, HOUCK: You don't have tax laws here today.

MR. DONAHUE: Our report will have a detailed
discussion of tax laws. We toock a couple of our tax partner%
and locked them up with some of our economists, and our people

from Camp Dresser McKee who did cost curves for us, It

surprised me, too,

Thank you,

MS. NOAH=NICHOLS: Now we will be taking statement
from anybody else who is .here this morning to make a statemen

Those who haven't called in in-advance,
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STATEMENT OF GARY YOUNG, CITY ENGINEER,

TWIN FALLS, IDAHO

MR, YOUNG; It seems small Idaho municipalities are
rather well represented here, I am Gary Young, City Engineer
City of Twin Falls, Idaho, We are an agriculture/light

industry based city of about 25,000 not too far from Rupert.

We have the same general types of problems with food processor

It was interesting to me, the categories of industries that
were studied in detail. Twin Falls has five of the six
categories with the exception of the metal industry, we had
every other category of light industry in our ICR program.
We do have a going ICR program, It has been in
operation since 1976. We have had quite a few dealings with
EPA and the Idaho State Health and Welfare over not specifical

ICR, but wastewater treatment in general.

I would like to pognt up a couple items specificall$

where the City of Twin Falls has made good use of the ICR
program, ttiegy than worrying about its bad paintss, wdélc feel
it does have some very good points.

Number one, I think most of the Rdgisr X people are
familiar with the Rock Creek Pump Station, Everyone I talked
to, when I say I am from Twin Falls, they say, oh, yes, Rock

Creek Pump Station. We have some sort of pending lawsuit that

1
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is out '§f my hands at this point, concerning illegal discharq
from that area, We did use ICR funds to abate that dischargJ
Without that source of funding, we would still be maintaining

the alleged illegal discharge.

This specific case shows that the 50 percent retgin
funds from the ICR payback is an extremely valuable tool for
cities. We didn't have the money to fix that thing, It was
an emergency situation, not emergency enough to get state or
federal funding on a quick response basés, and I think in
practically all emergency cases state and federal "emergency
money" is not available on a timely basis.

These ICR funds that are in the city's hands but
under direct control of the EPA are a quick source of funds
for emergency.capttal improvements. To me that is one of th#
magorbenefits of this program. I think I can speak for the
taxpayers in the Twin Falls area that they are not keen,
they would not be keen on funding 85 to 90 percent of the
total cost of the treatment plant expansion that we recently
underwent out of the general taxpayer fund.

One of your alternatives I believe alluded to the
public picking up the industrial cost. 1In our cases, and
I think possibly in Rupert's, the industrial portion

of the plant, this incremental cost funding that you are
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talking about gets the cart before the horse, in the
case whergilndustries are discharging 85 percent to 90 percent

of the total discharge, and we are operating under those

conditions.

There mre several averages involved, and I would
have to say in some of those average costs, cases we must have1

been on the other side as far as'ayarageconditions on your

study.
But that was one point.

Contingency money, I don't think you will see

a local government entity, i.e., city council or whatever type
of form vou have, that is willing to put money in the pot,
that when the pump station breaks, that the money is there
to fix it. They are not oriented in that way. Emergency
capital expenditures are a real nightmare to local agencies.
This is one area where we are well served by this program.
I can vouch for the fact that our program, ICR program has
given the industries a new awareness of water use and discharge}

Now that is certainly a dollar-related situation,
but I have had our industry people come and tell me wa -really ']
cut down on our water use, and we are making attempts to

decrease their discharge. Certainly the dollar is a terrific

incentive to cut down on your discharge. I feel that we
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do have an equitable program as far as relating the actual
O&M and regular capital expenditure costs back to the
industries,

I think the gentleman that brought up the point
about the 10 percent participation cost, which is a signifi-

cagt: amount of money, I really think could be--the federal
government might consider including these 10 -percent front
end costs to the industry in the payback program.,

We are going to have increased discharge limits,
and that is the only reason for these programs, the discharge
limits. The city has to meet them, The industries have to
meet them. It is going to cost money. There is no way around
that, We*havé ‘a 20-9éar program, but a 20~ to 30-year
interest-free loan to help industry meet their requirement
is not a bad deal; certainly the taxpayers don't get that
kind of break on the ordinances that cost them money. That
may be a rather far out solution, but when the city says,
you have to make this capital improvement to comply with our ne
zoning ordinance, we don't give them a 20-year interest-free
loan to make those improvements., It is money out of pocket
right now.

That is really the main body of comments. I
feel in the Twin Falls case, we have a good program; we

have cooperative industries, and I think ICR has worked to the
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benefit of the whole community, particularly in reference
to discharge because at least two major industries were
discharging their imdustrial waste directly into Rock
Creek. Those wastes are now picked up by an interceptor
sewer and go into the famous Rock Creek Pumping Station
and are treated,

So I think with some minor revisions this is
basically a good program, I feel I can represent Twin Falls,
I can speak for Twin Falls on that subject,

Thank you.

MR, BROWN: Mr' Young, how much do you collect
in ICR every year total?

MR. YOUNG: About $100,000, That is a roughl
number.

MR. BROWN: Of which 10 percent is kept by the
dty?

MR. YOUNG: Yes.

MS. NOAH-NICHOLS: Fifty percent.

MR. YOUNG: Forty percent money is money I am
referring to on this Rock Creek situation. Certainly 10
percent would not have done the job.

Another point is that the monitoring, both in flow
and strength is a good tool for the operation of the plant,

and if you knocked out ICR today, we would still make an
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attempt to maintain the kind of monitoring and flow measure-
ment system that we do have because they are invaluable
in plant operation, -

MS, NOAH-NICHOLS: Thank you, Mr, Young.

Is there anybody else?

STATEMENT OF TONY HARBER, CONSULTING

ENGINEER, BROWN & CALDWELL

MR. HARBER: I am Tony Harber, Brown & Cadlwell.
I am a consulting engineer, and I have been involved with one
or two plants that have a concern of large increases in rates
they have been faced with as a result of Publicly Owned
Wastewater Treatment Plants, some under P.L. 92-500 and some
under previous funding.

Again I am not prepared to make a full statement at
this point, but there is one thing I would like .to bring
to your attention that hasn't come out too much this morning.
The main.area where they seem to be paying costs unfairly
relate to the capacity of the plants that are constructed.
You mentioned in your earlier statements that 60 plants are
presently running at 68 percent of their capacity, That of
course is an average figure, and one of the plants that I have
been involved with has actually been running at .less than 50

percent of its capacity,
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The capital cost recovery should actually reflect
the fact that industry is only using a percentage of the

total amount, but the operation and maintenance cost in

Particular of a 10 MGD facility, for example, doesn't

reflect the fact that the plant is only receiving 4-1/2

to 5 MGD. The operating costs tend to approach more to the

cost of operating the full facility., This is not taken
account of.

Any attempt by the municipality to recover costs

from some other method than ICR~-I have seen in several
places through here-~you mention removing some or all of

the ICR system and actually putting the responsibility for

capital cost recovery back on the community. There again the

tendency is they pay for a 10 million gallon facility, of
which only 5 is being presently used, but they are having

to make yepayments on 10, Therefore they look to industry,

whoever, to actually provide the repayments to cover their

repayments for that.

I think this is something you should consider in
anything that is involved with abolishing ICR or modifying
it in some form to make sure that dadustry--industry tends,
y and large, to know how much waste it is going to produce,

oughly what strength, That is not completely true. It is

rore true than trying to anticipate population growth. They
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generally know how much capacity they want and how much
capacity they may want to have in addition, if they wanted
to expand, It is generally fairly predictable, so they, I
think, feel they should be able to go to the municipality,
saying, we need this much, we would like to know how much it
is going to cost us in terms of capital recovery.

Once they get committed into the program, then
they f£ind that if costs get ocut of hand, it is very hard to
make a certain decision, I think their involvement in
facility planning would be valuable.

MR, DONAHUE: Since you work with Brown & Caldwell,
what kind of pressures to you get when you are talking
with a community and trying to design a wastewater treatment
plant facility, trying to size it? What kind of pressures
do you get? What do you do to try to build for them one
that will be big enough to handle their needs, but not
to run at 45 percent capacity? What are good ways to get
industry involved, since industry frequently bears a fair
share of the local capital cost? What are ways to get
industry involved?

MR, HARBER: I think the growth question has been
addressed by EPA now to the point at which it is fairly

well controlled. The problem with the treatment plant




745 THIRD STREET. SW — WASHINGTON, DC. 20024 — (202) 554-9148

STEPHEN B. MILLER & ASSOCIATES

76

design aspect is there is an economical expansion size, so
you must build increments of a certain size and therefore
gome surplus capacity gets built in, in service. It is
generally based on a fairly sound engineering decision.

I don't believe plants are now getting built--they
shouldn't be any longer, anyway--that have this 40, 50 percent
capacity, That should be corrected now, anyway.

MR. DONAHUE: If you are building a plant, you
are talking about one with a 10 MGD plan, and only getting
4 MGD flow, and operating costs are fairly fixed. What
would be some way, if you don't put it on a proportional
basis, what ways will you use to recover operating cost?

Who would pay for it?

MR, HARBER; Capital costs I would feel should be
krought in, in the way of front end costs, As many munici-
palities have a connection charge as well as a yearly charge,
I think that can be related to industry as well as general
domestic connections. The operation and maintenance cost,

I don't honestly have an answer for, unless you back them
off financially so that people coming iﬁto the system later
pay a larger share of O&M to represent what has already been
spent. It is difficult for me to put the idea over.

MR. DONAHUE: This is a feeling, but administratively

I think it would be difficult.




745 THIRD STREET, sw — WASHINGTON, DC 20024 — (202) 534-9148

STEPHEN B. MILLER & ASSOCIATES

77

MR, HARBER: That's the only way I can see doing it
I assume we, as a compny, will be putting in information,

MR. DONAHUE: We would be glad to get one from your

local office.

MR, PAI: Can I ask you, just from your knowledge
in this area, how common is this plant operating around 50
percent of capacity? How common? Is it an isolated case
or what?

MR, HARBER; It is not uncommon. It tends to be
more the smaller plants than larger ones,

MR, DONAHUE: The figure we have on average utili-
zation, 68 percent, is very misleading, because if you take
a big city like Chicago, if they throw in an extra 50 MGD,
it's.only a small percentage excess,

MR, HARBER: Is your 68 percent figurg based
on flow?

MR, DONAHUE: Flow,

MR, HARBER: It is really biaséd to a larger
area.

MR. DONAHUE: It is frightening when you get to
a small town,

MR, PAI; Is there any other lady or gentleman

who wishes to make a comment here?
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STATEMENT OF W, T. SPRAKE,

GARDNER ENGINEERS, SEATTLE, WASHINGTON
MR, SPRAKE: My name is W, T, Sprake. I am
with Gardner Engineers in Seattle, civil and structural
engineers, and we are involved in water and sewer system
design.

W8 prepare rate studies when we can't avoid it,
for clients, of course, that need the service,.

My guess is that they would favor Alternative
No. 12, which pays their obligations to the federal govern-
ment for the grant, but allows them to dtermine for
themselves the way in which they would like to do it.

When I make a presentation on rates, I say that
the characteristics are of course adequacy, eguity, simplicity
and durabiliy; and you can't possibly achieve all of them.
It is a matter of trying to get a balance, and that means
you must understand the local situation in order to achieve
the best you can in simplicity and equity, androf course by
state law they must be adequate,

So without being authorized to speak for them, but
understanding what they have told me in the past, my sugges-
tion would be, I would like to tell you that I think No. 12

would be favored,

MRZ DONAHUE__ Thank you very much.
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If anybody has any questions or comments--I can't
believe we have done so good a job that everybody is satis-
fied with what we have said. If somebody has a question
or a comment, we would like to hear it,

MR, PRICE: I can make a few more comments on
your alternatives.

MR. DONAHUE; Sure,

MR, PRICE: I would like to point out some of the
particular concerns that a company would have. I believe
earlier in the presentation someone mentioned that the average
administrative cost would run in the neighborhood of $15,000
to $20,000 per year for a typical ICR program, and I believe
it was also stated that the average discretionary 10 percent
funding would be approximately $8,800 a year. That
says that the discretionary funds that the typical munici-
pality receives are approximately half or less of what it
will cost that municipality to run that program to get
those funds, That says that the difference is coming out
of the municipality's own pocket, because they can't use
the other 40 percent that they get for specific capital
projects.

From that standpoint I think the program is,

contrary to some of the statements I have heard, your own
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study has pointed out that the cost of administration
exceeds the benefits that the municipality is going to
receive.

MR. DONAHUE; There have been a couple recent
changes in EPA regqulations which allow taking the administra-
tive cost, incremental administrative cost off the top of
the ICR collections, But that doesn't change very signifi-
cantly the cost effectiveness situation. It still costs
you a fair amount of money to collect a not much greater
amount of money.

MR, PRICE: As an example, Tacoma Central Treat-
ment Plant is a 27 MGD plant, It is primary. We have,
including the industrial representative that was here today,
we have approximately 3 million gallons of that which is
industrial that would qualify for ICR, When regulations
were changed from a 2,500 to a 25,000 gallon cut-off point,
we decreased from about 60 industries to approximately 50
that would fall under the ICR provisions. We have about
five or six large ones that account for approximately 2
million gallons a day of that 3 million. That means that
there are some 40 to 45 additional small dischargers that
would still fall under those provisions, but only represent

approximately one twenty-~seventh of the total capacity
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altogether,

It still takes menitoring and billing and
administrative costs for those other 45 as well as the big
five. So we lose our shirts on the 45, and we have to
break even on the big five.

So from that standpoint, the 25,000 gallons per
day limit does not make any sense in our case. Granted
we have a very small percentage that is industrial, as
opposed to someone from Idaho that said they had approxi-
mately 85 percent that was industrial.

‘MR, DONAHUE: I can understand the increased
administrative billing costs. What additional monitoring
do you have that you could eliminate if you did away with
ICR? You still have to maintain User Charges.

MR, PRICE: At this point we are not sure how much
that is going to impact us, because as I pointed out in
our prepared statement, we have suspended development of an
ICR program,

I have already commented on No, 8 of your alterna-

tives, which indicated that the circuit breaker policy might
reduce administrative costs., I can't see that really
reducing them, because you are going to have to monitor,

run surveys, bill, calculate the bills; and you may at
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the last moment eliminate someone's bill, but you have gone
through all the administrative procedures, and you will
have to continue to watch that industry, because the

next six months or a year or whatever your billing period
is, they may again fall above the line and have to be
included.

MR. BROWN: One gquestion that we have had for
grantees oftentimes is, assuming you have to monitor
for your User Charge system and you have to charge for

excess strength, you have to know what flow is, what addi-
tional monitoring do you have to do for ICR that you don't
haye to do to maintain a User Charge system?

MR, PRICE; First you have to calculate that
industry's share of the plant, and you have got to separate
out each billing period, whether or not he is really using
that part of the plant, In other words, Nalley's represen-
tative has stated that their wastewater flow comes in at
several locations, It varies by some 25 percent andually,
1t may vary considerably more than that in a one-month
industrial billing period.

We are keeping records of how much we should charge
them, but I assume we would have to compare each month how
much of their fair share of the treatment plant they actually

used and bill them accordingly, or are we going to bill them
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once a year on the basis of their maximum potential use of

the plant?

I would assume i1f Nalley's cut their flow in half

permanently, we would have to reduce their ICR charge.
So then you can carry that down to an every-month basis.

We bill every month, Do we figure their ICR payment

on the basis of water use each month, strength each month?

So we see the potential for some pretty significant

administrative costs.,
I too am drawn to Alternative 12, but I think

that so far we are missing the same point we missed

on the User Charge studies, and that is that local municipali-

ties ought to have the right to decide based on their load

conditions how they are going to recover those charges.

As an example, the major increase in Nalley's
bill that you have been told about came about partially
from the fact that in 1971 when the last rate package wés
developed for Tacoma, the city fathers elected at that
time that industry would be in essence subsidized by the
local residents; that is to say, they would not pay their
full cost of treatment, That was their prerogative at
that time, It no longer is, and consequently we have had
to place more of the burden for industrial treatment

on industry, We have had to place all of it on industry,
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which means that the residential rate is going up very little
and the industrial rate is going up astronomically, We
don't have a choice,

Those £igures that Mr, Bonn gave you were for
User Charge changes based upon the federal requirements and
they do not include going to secondary treatment. That is
just a primary treatment plant.

I see no reason why the local government should
be precluded from determining that lower capital cost charges
to industry is not a viable option. Why shouldn't they be
able to decide that they would rather encourage industry
to come in, encourage jobs, and make that decision on a
local basis? Right now I think that our city council
will probably, even if they were given that option, would
very likely say they wouldn't want to pay the full share,
But under Option 12, just as under the User Charge program
currently, they don't have that choice.

I don't think it is necessary to take away from
the local municipality.

MR, DONAHUE: I think the idea in that alternative
was if recommendations coming from the study were just to
abolish Industrial Cost REcovery, that recommendation may

or may not get favorable reception on Capitol Hill.
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If that were your recommendation, that Industrial
Cost Recovery isn't doing what it is supposed to do, but
there are other things that can do the same things ICR is
supposed to do, abolishing ICR and recovering a portion
of the local share would be a definite incentive for cities
to build appropriate sized treatment works without a whole
lot of excess capacity, and would also encourage them
to conserve water,

MR, PRICE: Our experience with the state and
federal regulatory authorities is such that we are not
particularly concerned about the opportunity to gold plate
our treatment plants, We have been very «losely monitored,
and we feel we have developed a sewage plant that gives
us what we need without a lot of surplus capacity, That
decision was a very hard fought one, but we are satisfied
with it as I believe the state and federal organizations
are, also,

MR. DONAHUE: I think in the case of AMSA meetings,
the 43 cities that belong to AMSA, by definition being
metropolitan sewage agencies, the problem of excess capacity
isn't as severe as it is in small cities,

MR, PRICE: We are in AMSA by the skin of our

teeth, We fall below the minimum definition.of a
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metropolitan sewage agency. s are on the lower end of the
scale. A 5 MGD surplus capacity is still a pretty sizeable
chunk for us,

I would like to point out one other avenue that
perhaps could be explored, Tacoma operates as a public
utility in their sewage facilities. Many of the smaller
communities do not, We don't have the problem of contin-
gency funding, because we are required to make enough to
recover our costs, and set aside funds, We cannot
borrow from general government nor can we loan to general
government. If you go to a self=sustaining private
business approach to the operation of a sewage utility,
you eliminate a lot of that. But we still have, under
public utilities laws, we could still adjust our rates to
place the burden on one or another group a little more
selectively than we are allowed to under federal regulation.

MR, DONAHUE: Do you have to go to the state
for approval of your rates, go to the state PUC or something
like that for approval of rates?

MR, PRICE: No.

MR; DONAHUE: Do you have a city veto over rates?

MR, PRICE: Yes. The city council will have to

approve or disapprove, If they disapprove of our rates,
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all we can do is cut our budgets and reduce our operating
e xpenses. We cannot operate in the red.

I think that is probably the critical item
that if you are operating as a utility, you are going to
have to get all of your revenue and that includes local
capital cost recovery. It has to come from sewer rates.

MR, DONAHUE: Do you have provisions in bond
covenants to set aside--

MR, PRICE; We have to havé a minimum set aside.
As I say, the state PUC law requires us to be self=-
supporting, which means that we are going to recover what-
ever our local costs are, both for operation and maintenance
and capital recovery, They will have to be recovered from
the sewer user, not from the general taxpayer.

MR, PAI: Mike, if the city vetoed your rate
increase request, and you have to cut your budget, would
your plant still be operated properly and maintained ade~-
quately?

MR, PRICE: Something would have to go, and since
the vast majority of our budget is for operation and mainten-
ance, we can bélieve that we are operating fairly austerely
now, and if we cut back any further, something is going to
suffer, They are going to have sludge piling up on us or

something that will eventually get us into regulatory
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difficulty with the state,

MR. PAI: It may happen, though,

MR, PRICE: I think it definitely will happen.

MR, PAI: What you are saying, the system you have,
there is no guarantee that you will always generate sufficient
revenue?

MR, PRICE: Yes, we will always generate sufficient
revenue, We have to, by law,

MR, PAI: I mean sufficient revenue is for proper
operation and maintenance of the plant, not sufficient revenué
to cover your expense.

MR. PRICE; The state PUC law doesn't speak to that.
That is a matter of judgment on the part of the regulatory
agencies. It is a matter of local government having to decide
for themselves whether they are willing to posaibly breach
state of federal law, and in the area of pollution control, in
an effort to keep the rates to local residents now.

MR, PAT: Just a question, how much of a percentage

of your plant is being utilized now? Just flow?

MR, PRICE: We have dry weather flow in the neighbor
hood of 20 million to 22 million gallons a day, and we have
plant capacity of 27 million gallons a day, For wet weather

flow, we utilize the entire plant easily.
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MR, PAI: I have no more, Thank you.

For the record, ICR paybacks, you can retain actuall

-

50 percent, of which only 10 percent of that 50 percent is
for discretionary use, Forty extra percent can be helpful to
many communities, It is not what I call highly profitable,

MR, PRICE: Within our budget we have to set aside
those contingency monies when we are operating a public
utility. So the extra money, since it can only go for capital
construction, has pretty limited benefit for us.

MR, PAI: I just wanted to say on record you did
actually keep 50 percent,

I think we will just continue to solicit comments.

Because of the fact that we adjourn for lunch, we may lose

[#]

continuity of the discussion. It is subject to your preferen
If you feel we should take a lunch break, we will. But any-
body who would like to make a comment, I would feel this is
a better time, rather than after lunch. I am sure some of
the people will have other engagements in the afternoon., We
may just use this lunch break and get every comment in and
have a larger audience,

I will entertain comments from the floor., Does

anybody wish to make one?

MR, MAGUIRE: I would like to ask a question, not
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a comment, Could you give me a rundown 9~ th{ time scheduls
again?

MR, BROWN: We ®8uld like to have comments from you
to be included in our draft report by Octabee 31, In mid-
November we shbuld have finished our first draft of the final
report, and we are going to circulate that for comment, and
starting around the first part of December, we will start our
final report to Congress which will include all our recommendq-
tions, The final report has to be delivered to EPA around the
middle of the month, so that they can get it over to Congress
by the end of December.

MR, MAGUIRE: EPA report will then go to Congress
on or before the 31?

MR, BROWN: Right.

MR. DONAHUE: That is a legal requirement, It is
written into the law, We couldn't get an extension without
amending the Clean Water Act.

MR. PAI: Another thing you may be interested in, wﬁ
will have a summary of this public‘meeting, and whoever has
their name on these cards will receive your copy of the
summary. So whoever has not filled in these cards, please
£ill in these cards so you will receive a copy of the summary

of this public meeting,
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MR, HOUCK: The report gets turmed into EPA in mid-

December?

MR, PAI: Mid~Nowsember, They will send it to me in

mid-November,

MR, HOUCK: The report that goes to Congress, has
the report been edited by EPA?

MR, PAI: EPA is responsible for the final product.

MR, DONAHUE: EPA is going to edit the report, I
think what you are implying is EPA going to censor the reporty’
No, EPA is very open,

MR, HOUCK: I didn't mean censor, I was wondering
if EPA was going to put their judgment on ;he report?

MR, DONAHUE: Absolutely, EPA has legal responsi-
bil}ty to conduct the study and make the decision.

MR, PAI: What I am trying to point out to you,
EPA will not have prejudiced the judgment, The EPA judgment
was more or less in line with what this meeting reflected,
and as far as in other: partsof the country, EPA has a very
open mind at this point. That is one of the things that
Congress instructed us, and that is why we instructed the
contractor to keep an open mind on the final recommendations|

We came out here with an open mind. Whatever your

preference may be at this point, be sure to let us know, I
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think that is the only way to make a’"decision-by the majoriry

or by consensus.

MR, WHITTOM: Just for clarification, on the comment
from the gentleman from the State of Washington, it doesn't
set too well with me. I am not criticizing you personally.
Wwhen someone, the attitude, like in this case referring to
industries as not being a taxpayer, In our community they
are a taxpayer. Not only that, that cost that we are

incurring on them-ts being passed on to you and me as consumer

and those of us who criticize the system such as this, are th
first men to say it's the middle man that causes a price
increase, in the grocery store, in this case potatoes or beans

or whatever it might be,

. passing on increL:
MR. DONAHUE: You are talking about/ to consumers,

that is true, That is certainly what industry would like to

do if they are hit with increased price, One of our concerns

-

with industry, particularly the textile industry, where we ha
a big problem with foreign competition, what we have been
hearing from industries, some industries, is their prices arg
not really set by the cost of production, but really what.
the market will bear to pay for it, They are not able to

pass along the cost, which is why some of them are concerned

in closing down.
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MR, WHITTOM: When that happens, you end up with
more monopolies, a particular type of processing firms,

In other words, they can ddctate the price more to us than if
you have a whole bunch of them, We will end up with a food
chain like we have with oil cartels now,

MR, PAT: Let me make a comment on that, I think
we all understand, once total cost is committed, somebody is
going to pay it. And this indirectly or directly is paid
by taxpayers at large, One of the major concerns we have,
as I pointed out, is trying to see if the total cost committegd
is palatable for us, either for the industrial users or
consumers. Because eventually it is coming down to all of
them, What we are most concerned with is total cost committed
Can we hack it? That is our key question because once you
have that cost there, somebody is going to pay for it, and
it wouldn't be fair for anybody to take an extra burden of
that chunk of the cost.

What we are trying to do, and this is the way we
try to solicit your comment, if you think there are better
ways that we can have a more reasonable commitment of the -
total cost, capital cost, O&M cost, that is what we have to
look at. I am saying in line of reasonable growth, I am

not saying that we will cut down growth of industry or
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population growth, I am saying in spite of reasonable growth,
we still have to see whether the total cost we committed can He
hacked by any group of people because we are all together.
The industry is/ﬁggkbone of our socio-economic system, We
should never say industry should pay an extra share of their
cost, and I don't think consumers should pay an extra share of
cost., The important thing is to make a reasonable judgment or
the total cost that you are going to commit.

MR. WHITTOM: You people in EPA have been a prime
promoter of higher food prices, and you don't get the blame
put on your shoulders. It is always the processor or the
producer or the grocery store man. But you have been, through
things such as the Clean Water Act and so forth, the emissionT
control on automobiles and so forth. The idea that vehicles
that were going to be transporting and have catalytic converte:
in Idaho, add to the cost as far as I am concerned, and they
cost the consumer,

MR, PAI: I agree with you, The consumer gets the
benefit of the Clean'Water and clean air and that is the name
of the game,

MR, DONAHUE; While EPA may administer some of the
laws :more stringently maybe than they have to administer,
some of them say they don't administer them stringently

enough. EPA is merely administering the law; Congress enacts
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the law,

MR. WHITTOM: Sometimes regulatory agencies--we are
getting off the subject~-they expand beyond what the
Congressional intent was,

MR, OTT: I am Elwood Ott from Seattle Engineering
Department, Could regulations be written so that if administ;
tive costs actually exceed the cost that you recover that you
could abandon the program or cut it off at some point?
Because in our particular case the grants we got were just a
small increase to our--we had all the sewers and everything,
and just had a small increase, so that we will be lucky to
break even with 50 percent, If I put like today's meeting,
which should be part of this cost into it, we lose another
couple hundred dollars,

MR, PAI: There is a possibility that administrativg
cost exceeded the total cost to be recovered,

MR, OTT: If that could be made flexiblé:, ,then we
could cut it off.

MR. PAI: That is one of the circuit breakers we
are talking about,

Again the difficult problem is how do you adjust
administrative cost, and whether it would be reasonable to

estimate that portion, That is one of the alternatives here,
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If you look at Alternative 8--

MR, DONAHUE: It wasn't clearly said,.but: in
Alternative 8, that is one of the things that falls under that
kind of alternative. It wasn't specifically mentioned.

MR, PAI:; Or the last one is very related, the
dollar level of ICR payments,

MR, OTT: We had that in our ordinance, got thrown
out by EPA,

MR, PAI: The law does not allow us to approave
systems that cut out after this time, That is one of the
viable alternatives,

MR, SPRAKE: What do you do in a situation where 40
percent or so of the sewage in the community is produced by
federal facilities?

MR, PAI: The federal facility basically is under
another separate requirement, in the way that a federal
facility has to put out front money,

MR, SPRAKE: We are in the situation in several
communities where that is the case, The size of the sewage
treatment plant--i§ enormous compared to the requirement of
the citizens, It is - federal agencies who are there, not
only producing large quantities of sewage, but the kind of

sewage which requires expensive treatment.
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Can we get money back from them under ICR?

MR, BROWN: 7YOu charge them up front for what it
cost to builld theilr portion of the treatment plant.

MR, SPRAKE: How about operation and maintenance?

MR, PAI: They pay through the User Charge system,

MR, SPRAKE; You are saying we can get from them
their 40 percent?

MR, DONAHUE: Yes, sir,

MR, PAL: Their 40 percent was not paid by you.
In other words, if your total project is 10 MGD, say it cost
+e=

MR. SPRAKE: Perhaps I was reading this too literally

™

MR, PAI: The reason is governmental users pay thei]
money out of front.

MR, SPRAKE: Thank you,

MR, PAI: Any gentlemen here who do not have his
street address--this is going to be the mailing address that
we are going to send you the summary; if anybody feels he
didn't £fill in a complete address, be sure to come forwazd ang
complete this address form so we can send them to you.

The meeting is now adjourned. We will continue to
solicit comments and we will have some informal discussion
after this,

(Whereupon, at 12:55 p,m,, the meeting was adjourne?)
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Environmental Protection Agency
Region X

1200 Sixth Avenue:

Seattle, WA 98101

Attention: Ms. Chris Noah-Nichols
SUBJECT: 1Industrial Cost Recovery (ICR)

The Unified Sewerage Agency of Washington County, a re-
cipient of substantial federal grants in terms of the State
of Oregon, takes the position of favoring the abolition of
the ICR program provided for under the Clean Water Act of 1977.
We have determined preliminarily that we serve 17 industries
cthat fall into the "industrial user" category. Further, we
have determined that our recovery will be less than $50,000
annually and,.therefore, question the economic feasibility of
such a program. Assuming we can use 20 percent of our share
of the recovered funds for administrative costs, there is no
possibility of offsetting our actual administrative costs. If
the program is implemented, it is possible that some industries
will construct pretreatment facilities, thereby causing signi-
ficant adverse effects on the regional sewerage plan.

EPA's contractor, Coopers & Lybrand, have identified two
disadvantages in the event the program is abolished, they are
as follows:

1. Without some control over the design parameters allocated
to industry, abolishing ICR may encourage grantees to plan
and construct treatment works that are larger than necessary;
and

2. Abolishing ICR would eliminate ICR revenues retruned to
the federal government.

We suggest that the control suggested in number 1 above can be
imposed at the time facility planning is being accomplished and
during construction plan review. Regarding number 2, if EPA
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grants $45 billion, the best estimate suggests a return of $0.5
to $1.0 billion to the federal government over a 30-year period.
We feel this $33.3 million annual return is insignificant in
terms of the federal budget.

Finally, the local funding for this Agency is provided
through ad valorem taxes paid by all properties whose tax rate
is based on property value. Industries also pay taxes to the
federal government. If one assumes these taxing formulas to be
equitable, then industry has already paid its share toward the
sewerage facilities.

In summary, we believe the costs to implement and administer

the ICR program will be as great or greater than the actual dollars

recovered and, further, believe industry has already, and will
continue, to pay its share of the clean water program.

Very truly yours,

& lishar

ary ¥. Kra
General Manager

GFK:by
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Mr, Gary F, Krahmer, General Manager EE@EII?@.@

USA of Washington County 0CT23 1373
Administration Building
150 N, First Avenue Was Us a
Hillsboro, Oregon 97123 HiNGTON county
SUBJECT: ICR regulations regarding industrial users of

USA System,

Dear Mr, Krahmer:

We are strongly against EPA recovering their costs for services
rendered. Tax money was used to primarily take care of indus-

trial users and some 75% of that tax money came from industrial
users. The bill has been paid. For EPA to ask us to pay it twice is
beyond our comprehension, Please express our views in Seattle with
your meeting with EPA.

Yours very truly,

ELECTRO--3€ FIC INDUSTRIES, INC,

FBlnad

Don Dennis
Facilities and Maintenance
Manager
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Unified Sewerage Agency
150 N. First Avenue
Hillsboro, OR 97123

Dear Mr. Krahmer:

Thank you very much for your letter and notice of the public
meeting to discuss industrial cost recovery payments.

As I mentioned to you in our phone conversation, I, as general
manager of HALEY'S FOODS a food processing facility located in
Washington County, Hillsboro, Oregon, am very concerned with
the potential cost to not only our company but other industries
of the county and the nation. In the 2) years that I have
been general manager of HALEY'S FOODS, I have seen our sewer
costs nearly:double without an increase in production but
actually a reduction in cases produced.

We employ approximately 100 people on a year round basis in this
manufacturing facility. T am sure you are aware that the food
business i3 a very competitive industry. We are a relatively
small concern and are finding it more and more difficult to
maintain our competitive position against many of the larger
corporations. Any further charges with the impact that is
mentioned in the rules and regulations of the Federal Register
of September 27, 1978 would have a tremendous economic impact
upon our company.

I would please ask you, Mr. Krahmer, if you could represent our
company namely, HALEY'S FOODS, and pass our message on at the
public hearing in Seattla, October 25, 1978. 1 would further
compliment your agency on your ability to handle the enormous
amount of growth that our area is currently experiencing.
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Again, I would like to thank you for informing me of this
important public meeting; and I feel quite pleased we have a
professional representing our company's views. I would appre-
ciate hearing your comments pertaining to this meeting, so I
will call sometime after the meeting.

R. Gern Nagler

HALEY'S FOODS
Division of C.H.B. Foods, Inc.

RGN/sed
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October 24, 1978

Mr. Donald P. Dubois

Regional Administrator

U.S. Environmental Protection Agency
Region X

1200 Sixth Avenue

Seattle, Washington 98101

Subject: Industrial Cost Recovery - Position Statement
"Dear Mr. Dubois:

'&his statement represents the position of the City of Tacoma regarding
the Federal Industrial Cost Recovery Program mandated by the Federal
Water Pollution Control Act. It is our understanding that this public
meeting is being held to obtain public comments which will be the basis
for a decisioh on implementation or non-implementation of the Industrial
Cos:c Recovery portion of the Federal Water Pollution Control Act.
it
As a member agency in the Association of Metropolitan Sewerage Agencies,
we participated in the drafting of a resolution regarding Industrial
Cost Recovery at the annual AMSA conference in Anaheim, California
earlier this month. Tacoma fully supports that resolution by the Asso-
ciation of Metropolitan Sewerage Agencies. The resolution reads as
follows:
t
"The Association of Metropolitan Sewerage Agencies supports the
elimination of ICR provisions from the Federal Water Pollution
Control Act (PL 92-500) and the Clean Water Act of 1977 (PL 95-217).
Until the ICR reguirements of the law are eliminated, AMSA urges
EPA to develop regulations for the program that are consistent
with the spirit and intent of Gongress recent amendments to
PL 92-500."' \

'We have enclosed for your use the’éomplete AMSA position paper from which
this resolution was developed.

‘Tacoma has currently suspended all further work on an Industrial Cost

Recovery study and program development and will hold further such work
in abeyance until this issue is resolved by EPA during the Congression-
ally mandated moratorium period provided in PL 95-217. This action is

818 YAKIMA AVENUE SOUTH, SUITE 202, TACOMA, WASHINGTON 98405, AREA CODE (206) 593 -4803
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in conformance with Condition 4, Moratorium Reviews and Approvals, which
is contained in your February 3, 1978, Region X Interim Policy on User
Charges and Industrial Cost Recovery. This particular paragraph provides
that grantees will not be required-to develop nor submit ICR systems
during the moratorium.

‘lWe thank you for the opportunity to submit this statement into the record,
and we trust that the testimony presented today will be utilized in
developing a reasonable and rational approach to the question of Industrial
Cost Recovery.

"Sincerely,

« ///
R.’D. Sparlingf P. E. "

Utility Services Superin ndent‘

RDS :MPP:mi

Enclosure: AMSA Position Paper
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AMSA RESOLUTION OM INDUSTRIAL COST RECOVERY

Resolution:

"The Association of Metropolitan Sewerage Agencies supports the elimination
of ICR provisions from the Federal Water Pollution Control Act (PL 92-500) and
the Clean Water Act of 1977 (PL 95-217). Until the ICR requirements of the law
are eliminated, AMSA urges EPA to develop regulations for the program that are con-
sistent with the spirit and intent of Congress' recent amendments to PL 92-500."

Rationale:

1. No practical benefits will be gained from making the program more
complex, or from expanding the definition of ICR-eligible dis-
chargers to include sewerage customers that are not normally con-
sidered "industrial."

2. Major changes in the present regulations -- outside of those man-
dated by Congress -- could be invalidated by the findings of the
ICR study and subsequent actions of Congress and would, in the
meantime, only delay fulfillment of final requirements as treatment
agencies struggle with yet another series of regulatory revisions.

3. ICR requirements will work against the general objective of revita-
lizing America's center cities, since the ICR program makes joining
or staying in municipal systems more expensive than would otherwise
be true. As all industries are federal taxpayers, it is unfair to
require them -- and only them -- to reimburse the federal government
for 201 grant money spent on their behalf if other users are not
asked to do the same.

Background:

The Clean Water Act of 1977 revised ICR provisions in PL 92-500 to exempt
small dischargers from ICR payment and to allow calculation of ICR charges on
a system-wide, rather than a project-by-project basis. In the law, Congress
also ordered the Agency to undertake a study of the feasibility of ICR systems
and the economic impact of ICR charges. AMSA urges EPA to use these opportuni-
ties to revise existing ICR reqgulations so the program requirements that treat-
ment agencies must comply with are simpler, clearer, and more likely to foster
the smooth administration of the programs developed.

‘Z%?QE?«5<EQQ

5T 24 1978
ITUITY Seprpe,

A1
TSl



J *a]ze 7[ Uﬂ/ﬁ,?zw{

Chapter 173-255 WAC

LIMITATIONS ON USE OF REFERENDUM 26 GRANT
FUNDS FOR WATER POLLUTION ABATEMENT

WAC

173-255-010 Purpose and scope.

173-255-020  Effective date

173-255-030  Definitions

173-255-040 Limaation of programs chgible for funding under
Refcrendum Bill No 26

173-255-050 Limitation on grant awards within the municinal
grants program

173-255-060 Provision of guidelincs

WAC 173-255-010 Purpose and scope. Thc purpose
of this chapter 1s 1o set forth the imitations on uses of
moncys administered by the department of ccology pur-
suant to chapter 43 83JA RCW (Rcferendum Bill No.
26) Thc limitations arc nccessary to insure that these
funds will be used o their optimum cxtent to protect the
resources and environment of the state of Washington
and the health and safety of its pcople by providing ade-
quate publicly owned facilitics and systems for the col-
lection, treatment and disposal of solid and liquid waste
matenals [Statutory Authority RCW 43.21A.080. 78-
09-066 (Ordcr DE 78-12), § 173-255-010, filed
8/24/78 )

WAC 173-255-020 Effective date. All projects, or
phases of projects, which have not received a federal or
state grant award for design, before the cffective date of
this chapter will be subject to provistons contained here-
in [Statutory Authority RCW 43 21A 080. 78-09-066
(Order DE 78-12). § 173-255-020. filed 8/24/78.]

WAC 173-255-030 Definitions. For the purposc of
this chapter.

(1) "Dcpartment™ means the Washington state de-
partment of ccology

(2) "Agrnicultural pollution grants program” means
the program of grants adnunistered by the department
for the planming, design and construction of publicly
owned or operated agricultural pollution abatecment
facilies

(3) "Lake restoration grants program’..mecans the
program of statc grants administcred by the department
for the planning, design and implementation of lake res-
toration projects.

(4) "Muarina pumpout grants program” mcans the
program of statc grants administered by the department
for the design and construction of sewage pumpout fa-
cilitics and dump stations at publicly owned or operated
marinas

(5) "Municipal wastcwater trcatment works construc-
tion grants program” (hdremaflter referred. to as the
construction grants program) mecans the federal/state

(8/24/18)

matching program of grants under Title Il of Public
Law 95-217 to municipal entities for the purpose of up-
grading their treatment works to meet the effluent re-
quircments of state and federal law.

(6) "Water supply residual waste treatment works
grants program” means the program of statc grants ad-
ministcred by the department for the design and con-
strucuion of pollution abatement facilitics for publicly
owned or operated water supply plants in existence on
February 3, 1976, that discharge residual wastes to the
waltcrs of the state

(7) "Individual systcms” means privately owned
treatment works serving onc or more principal residences
or small commercial establishments constructed prior to
and inhabited on or before December 27, 1977, to abate
an existing water pollution or public health problem.

(8) "Industrial cost recovery program” means the
program cstablished under Title 11 section 204(b) of the
Federal Water Pollution Control Act Amendments
(Public Law 92-217) to recover the cost of municipal
trcatment systems attributed to industrial users, when a
mumcipal treatment system has been funded with feder-
al funds under Title [l

(9) Industrial uscr-

{(a) Any nongovernmcntal user of publicly owned
trcatment works which discharges more than twenty-
five thousand gallons per day of sanitary wastc, or a
volume of process waste or combined process and sani-
tary waste, cquivalent to twenty-five thousand galions
per day of sanitary waste.

(b) Any nongovernmental user of a publicly owned
trcatment works which discharges wastewater to the
trcatment works which contains toxic pollutants or poi-
sonous sohids, hquids, or gases in sufficient quantity ci-
ther singly or by interaction with other wastes, to injurc
or interiere with any scwage treatment proccss, consti-
tute a hazard to humans or animals, create a public nui-
sance, or crcate any hazard in or have an adversc effect
on the watcrs recciving any discharge from the treat-
ment works.

(¢) All commercial uscrs of an individual system con-
structed with grant assistance under secuon 201(h) of
the Clean Watcer Act of 1977 (P.L. 95-217).

(10) "Innovative and alternative technology projects”
mcans those projects employing innovative and alterna-
uve wastewaler trcatment processes and techmques as
defined by EPA guidclines in 40 CFR 135, Appendix E,
and which arc cligible for fcderal grants under 40 CFR
35.908 promulgated on April 25, 1978, or hercafter
modified [Statutory Authority RCW 43.21A 080. 78-
09-066 (Order DE 78-12), § 173-255-030. filed
8/24/78.]

(Ch. 173-255 WAC—p 1]
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WAC 173-255-040 L.imitation of programs eligible
for funding under Referendum Bill No. 26. (1) The fol-
lowing programs shall bc chgible for state matching
grants 1n an amount not to excced fifty percent of the
" otal chgible cost of a project as dctermined by the de-
gartment” The marina pumpout grants program, the wa-
ter supply plant residual waste trcatment works grants
program, the lake rcstoration grants program, and the
agricultural pollution grants program. The department
may authorize a maiching grant less than fifty percent
of the 1otal ehigible cost of a project in those cases where
it would be in the public interest, or where federal
matching funds arc available and it would be in the
public interest to secure a local matching portion.

(2) The construction grants program shall be eligible
for state matching grants 1n an amount not to excced
fiftcen percent of the total cligibic cost of a project as
determined by the department cxcept as provided in
WAC 173-255-050(1) [Statutory Authority: RCW 43-
21A 080. 78 -09-066 (Order DE 78- |2) § 173-255-
040, filcd 8/24/78.]

WAC 173-255-050 Limitation on grant awards
within the municipal grants program. (1) The state
matching grants for innovative and alternative technolo-
gy projccts shall be limited to mine percent which is the
same portion of the nonfederal share as other types of
projects funded undcr the construction grants program.

(2) Expenditure of funds under the provisions of
chapter 43 83A RCW s limited to public bodies which
are defined in the statute to mecan any agency. political

ubdivision, taxing district, or municipal corporation
thereof, and those Indian tribes now or herealter recog-
nized as such by thc federal government for participa-
ton in the federal land and water conscrvation program
and which may constitutionally rececive grants or loans
from the state of Washington. This provision and defini-
tion prohibits the cxpenditure of state funds for match-
ing grants for, among others:

{a) Individual systems; and

(b) That portion of the construction of a municipal
treatment works attributable to industrial users. Such
portion 1s 1o be detcrmined through the Environmental
Protcction Agency's industrial cost rccovery program.
[Statutory Authority: RCW 43 21A.080. 78-09-066
(Order DE 78 12), § 173-255-050. filed 8/24/78.]

WAC 173-255-060 Provision of guidelines. The dc-
partment will pubhish guidclines which establish proce-
dures. under ecach of the Referendum 26 grant
programs, for the grant application and award process.
[Statutory Authority: RCW 43 21A.080. 78=09- 066
(Order DE 78 12), § 173-255-060, liled 8/24/78.]

[Ch. 173258 WAC—p 2) (8/24/78)
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PROCEEDTINGS

MR. GEORGE DARMODY: If I can have
your attention, my name is George Darmody. I
have the honor this afternoon of introducing
Congresswonan Heckler to this group who are
all interested in the elimination of the cost
recovery clause in the Clean Water Act. I
might say that I represent the Industrial
Commission, and within our office Congress-~
woman Heckler is indeed an asset for not only
her District, but the country in econonic
development.

Our purpose here today is to allow
the Fall River Industrialists the opportunity
to present their cases to FPA officials and
how the cost recovery portion of the Clean
Water Act will affect them. Cost recovery
payments in this city amount to approximately
$134,000 annually to be shared by many busi-
nesses, with the major portion being paid by
elght manufacturing firms, most of whom are
represented here. These eight companies

employ 1,810 people which breaks down to a
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cost of approximately $75 per person. I point
this out to show that we not only are talking
EPA, but economics, It would simply cost the
Federal Government far less dollars to eliminate
the cost recovery clausa of the legislation than
to suffer tax loss and subhsidized unemployment
which potentially could result by the imposing
of the cost recovery clause upon industry.
Therefore, the Industrial Commission respectivaly
requests that the cost recovery portion of the
Clean Water Act of 1977 be eliminated,.

Prior tc turning the program over to
Congresswoman Hackler, I might point out that
the Congresswoman has led the fight for Fall
River manufacturers and manufacturers within
her district to get a moratorium for a study of
this cost recovery clause, has been instrumental
in contacting the proper people to give our
industry an opportunity to present their case
to the proper federal officials. I think she
deservesz a round of applause for the work she
has done.

The Honorable Congresswoman Margaret M,
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Heckler.

{Applause.]

CONGRESSWOMAN HECKLER: Thank you
very much, George, and for your help on behalf
of industrial development in Fall River. It's
been invaluable,

I would like to say this is a business
session. I am not going to take the time to
make a speech. However, there are a few remarks
that I think are in order, Pirst of all, I would
like to thank all of the.Industrialists and the
Chamber of Commerce and their leadership here,

I an very sorry the Mayor is detained elsewhere
in a very beautiful place, but he is well
represented by his staff and by his assistant,
Mr. Zenni., At the same time I am grateful that
the EPA is here, and the consulting firm engaged
in this important work is present.

One of the recurring problems we have
in the Congress is the fact that we are often
asked to enunciate policy, and we f£ind that
the regulatory agencies contradict the intent

of Congress. When we return to our constituencies,
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we learn that the policies as we have devised
them have becn interproted with a little
different flavor and, in fact, an unacceptable
twist on the local level, It has occurred so
often that today I felt it was very important
to be present so that this particular study
which was originated as a result of an amend-
ment that I proposed to the Congress and
struggled hard to achieve and which was passed
in the Congress will not be misunderstood by
the regulatory agency involved.

I do know that there is a sense of
cooperation here among the Industrialists, and
for all present I would like to recite very
briefly the chronolegy of what brought us to
this point and why we see this as a major problem
in the city.

L.at me just say that in terms of the
issue, the issue came to me on December 16,
1976, when I met with many of the people in
this room, former Industrialists, to discuss
the implementation of the cost recovery imposed

by PL 94-500. The Federal Water Amendment of
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1972, Section 204Bl, states that the EPA
Administrator shall not approve any grants or
treatment works unless paymnent is provided to
applicant by the industrial user for that
portion of the federal construction. Seventy-
five percent would be allocable to treatment
of such industrial waste.

Oon March 24, 1977, after the meeting
with the local Industrialists who explained to
me the dire straits that they would face in
this City which has faced economic distress for
soma time and is fighting its way around the
corner to a renalssance economically, the
prospect of having heavy charges imposed on
local Industrialists which would force them to
leave the City would raise such a serious
problem in my mind and for the people of the
City and for the City itself that I then asked
for this special study.

This was proposed in the Congress,
and on March 24, 1977 the Rouse Public Works
Committee reported out the bill containing my

amendment which imposed an 18 month delay on
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collection of payrment by industrial users for
their portion of the 75 percent share of costs
of construction of waste water treatment
facilities. Now, it's this mandated study that
we are embarking upon at this moment.

On April 5, 1977, tha House passed
the Water Pollution Control Act Amendments of
1977 with the Heckler Amendments intact.
August 4, 1977, the Senate passed the bill
exenmpting from cost recovery industrial dis-
charges with flow rates not exceeding 2500
gallons per day. The Senate version of the
bill which was considered a compromise has no
effect on Fall River, since we are here talking
about dyeing and !1n1shing industries using
heavy amounts of water. So, the Senate's
answer was not an answer for this City.

In the fall of 1977 the Extended
Conference Committee deliberated on the I.C.R.
approach. This amandment became one of the
chief controversies in the bill, and after
extensive lobbying the House Proposal did pass,

and the House Proposal mandated that the
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asgsessnent of the economic impact in these
older cities particularly where the level of
distress could be excecdingly high would have
to be made, and this would include industry
such as the textile industry.

December 27, 1977, the President
signed into law the Clean Water Act Amendment
of 1977 with the Heckler Amendment intact,

Now we are here today implementing
the laws, and wve're now starting the study.

I would say if the textile industry and the
dveing and finishing industry were to be
excluded from serious consideration, I would
not have embharked on this long struggle to have
some economic impact study. So that I would
feel that it's a Congressional intent, as I
fought for it in the Congress as the chief
sponsorer of this legislation, to have this
industry taken into account with its particular
problems in the northeastern section of the
United States., And, this is what has brought
us here today, and tomorrow we will be in

Taunton and, gentlemen, I will be with you again.
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Now, so that we start out on the right
track, this is our track and we will be follow-
ing this study and we want the emphasis, the
kind of evidence that you're going to get from
the Industrialists here today, to be taken very
seriously by EPA because that is what this
amendment is all about. We ask for your serious
consideration of the economic and human problems
of this City and the problems of the business
survival in the City, a City that has seen many
businesses go southward and find brighter
horizons, leaving unemployment that the City
can hardly absorb. These businessmen want to
stay. They need some help. We have to find a
way to find a compromise between ecology and
the economy, and I support both.,

That is the end of my remarks. What
I would like to do is to proceed with having
each person around the table introduce them-
selves,

Ralph, would you like to say something?

MR. RALPN GUERRIERO: Thank you very

much, Congresswoman Hackler,
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Thank you everyone for attending
today.

My name is Ralph Guerriero, and I an
Co=Chairman of the Pall River Textile Processors
Waste Water Treatment Committee. Our group
came together in a common cause: survival, We
are truly an endangered species, the textile
finishers. While we do not represaent everyone
in this room, Lou D'Amico and I co-chaired this
committee, there are other pecple here, labor
leaders and government people and other indus-~
tries in the City that this industrial cost
recovery will affect.

Political leaders today need more
help than ever before. Some of them know it,
as Congresswoman Heckler said a minute ago, and
others need to be persuaded. Most of them are
faced with enormously complicated problems way
beyond anything for which they were prepared by
prior experience. Our group has pledged to
help then.

The reason we are here today is to do

away with industrial cost recovery, if possible.
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It is important. Everyone in this room is in
favor of clean water., We join with other
citizens in Fall River in the need to preserve
our natural resources for future generations.,

Our group was instrumental in this
City creating a Sewer Commission which made it
more comfortable for the City Council to approve
the original bond issue which got the project
started in the first place. The textile
processors will be faced with 57 percent of the
total annual charge for the waste water treat-
ment facility. Por an industry that works on
low margins and is faced with competition in
the south and our new competition from imports,
we are disadvantaged, to be sure.

Will I.C.R. be the last straw to break
our backs? If the existing industries are
burdened with the cost of constructing waste
water treatment facilities, some of us will
literally go down the drain.

‘'We are in favor of a user charger
according to the amount and relative harmfulness

of the discharges. This will be our incentive
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to reduce pollutions recycling, changes in our
processes, shifting to less polluting materials
as well as development of more efficient pollu-
tion removal technology. We are asking that
I.C.R.'s portion of the law be eliminated, that
ad valorem taxes be used to cover the industrial
users®’ share of the cost of the treatment plant,

If the law cannot be changed, we do
not intend to stop here. We intend to go to
Washington, if necessary, to ask that Fall River
be exempted from the law. EPA has made such
exenptions., We will not stop here,

I will be back later to speak about my
company, Swan Finishing Company. I will turn
the meeting over now to Mr, Pat Harrington who
represents United Merchants, then I will be back
to speak about Swan,

CONGRESSWOMAN HECKLER: May I suggest
that we go around the table and have each one
introduce themselves so we will all know who is
talking and then proceed with Pat Harrington?

Mr., Brian James, Massachusetts

Divison of Water Pollution Control,
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Martin Zenni, the Special Assistant
to the Mayor,

Dan Bogan, City Council Chairman and
Acting Mayvor.

Bill Torpey, President of Pall River
Area Chamber of Commerce.

Richard Levesque, Assistant Manager
of United Merchants and Manufacturers.

Pat Harrington, Counsel for United
Merchants.

Paul Horvitz, Counsel to Sterling Pfle
Corporation.

Leonard Ansin, President of Sterling
Pile Fabrics.

Jim Lenehan, National Representative
of United Textile Workers,

Tony Cabral, President of the Local.

Fred Canuel, Plant Manager.

Frank Stetkiewicz, representing Bristol
Finishing Company.

Irwin Shaw, General Counsel of
Providence Pile Fabrics.

Lionel Corriveau, Providence Plle
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Corporation, Engineering Dcpartment.

Leonard Ansin, Sterling'Pile Fabrics.

Louis D'Amico, Duro Finishing.

Ralph Guerriero, Swan Finishing
Conmpany.

John Priar, Sewer Commission, Fall
River.

CONGRESSWOMAN HECKLER: And Private
Consultant to Margaret Heckler. John advised
me on many stages of our legislation.

Ed Donahue, Coopers & Lybrand.

Paul Flax, Coopers & Lybrand.

Steve Buckley, Supervising Sanitary
Engineer, Fall River Sewer Commission.

John Noel, Cost Recovery Specialist
for EPA Region Onaej Technical Advisory Committee
on National Stady.

Dennis Orvis, Chamber of Commerce.

Ren Dufault, Amalgamataed Clothing and
Textile Workers, Textile Division General
Manager.

John Sullivan, Providence Journal.

Bob Luttman, Plant Manager, Frito-Lay.
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Russell Borden, Frito-Lay.

Jack Robertshav, President of United
Labor Council and Massachusetts State Building
Trades, Vice President of Fall River Building
Trades,

Fdward Myles, Jackson Company,
Incorporated,

Roland Mercier, Engineering Manager,
Aluminum Processing.

Edward Schultz, Plant Engineer,
Aluminum Processing Corp.

Edward Capuano, President of Capri
Textiles,

Bob Capuanco, Capri Textiles.

CONGRESSWOMAN HECKLER: Pat, we can
get gstarted.

MR. PAT HARRINGTON: I think it
should be primarily an industrial type input,

MR. RALPH GUERRIERO: We are here
today to give input to the Coopers& Lybrand
study on how it affaects our industry. Well, I
can spaak for Swan Pinishing Company. I have

a statement I will read., I will give you a
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copy of nmy statement on how it affects Swan
Pinishing Cconpany.

The title of ny little talk is
Endangered Species.

Swan Pinishing Company was formed in
1958 by Mr. Ralph Guerriero, Sr., who came from
New York. He is still a major stockholder.

The company's primary purpose was to serve the
textile industry by performing dyeing and
finishing on various fabrics, Ealloween costumes,
drapes and home furnishings. Swan was originally
located in Swansea, Massachusetts, a suburb of
Pall River, until 1973,

Prior to 1973 Swan was discharging
ita affluent into the Lees River which empties
into the Taunton River Basin, Under mandate
by EPA to stop polluting the Lees River, the
company decided to relocate to Fall River,
where after neutralization its affluent would
be handled by the City's sewerage treatment
plant.

The company was without debt in 1972

and employed approximately 180 persons. There
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were no fedoral prograns to help us relocate,
80 we financed our new building at a high
interest rate from a local bank. Our debt
exceeded $2.5 Million by the end of 1973. The
stockholders had pledged everything to help
the company stay alive. It would be necessary
to increase production 40 percent in order to
meet the company's obligations in a new
facility, We see our whole building as a
pollution device.

Then came the Arab 0il Embargo and
economic recession which we are all familiar
with, We sustained large losses in the follow-
ing two years, and it was necessary to again
refinance. We also had to make investments in
other processes such as textile printing to
diversify ourselves to be able to survive.,

Our debt increased to $4 Million. Our interest
expenses waere staggering.

Has Swan paid its share to help
clean water? You bet it has. Today, the waters
in the Lees River run clear and clean. Shell-

£ish are bountiful, and the species of fish
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that has not been seen for nany years has
raturnaed. Ve have paid our share, but it did
not cost Fall River the jobs that Swan provided.
We could have gone south like other companies
have done, but we felt an obligation to the
areca and to our erployees who had been with us
for many yedéars. Today we employ 250 people,
mostly male, in a City that provides mostly
jobs for females. They ara low skilled and
hard working. Some cannot even speak English,
Where will thesa people find jobs? Ours are
not low paying jobs either.

Our average wage is over $5.00 an
hour and going up. Many of our employees Adrive
late model cars and ownhomes and pay taxes in
the City. Our annual payroll is over $3 Million.
We also spend $2 Million for supplies and
services in the Fall River area. This amount,
I believe, turns over at least five times in
this area and adds $25 Million to the economy
of PFPall River.

You may ask at this point what is the

problem, why are you complaining, Swan has
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overcome all its problems so far, why not one
more? For Swan the cos: of I.C.R. is approxi-
mately $40,000. This is not a lot of money
until you-consider what our profit was, about
80,000, Our financial statements have been
made avallable to Coopers & Lvbrand, and they
speak for themselves, The $40,000 does not
include the tax rate effects of the City's
share of the proposed waste water treatment
facllity or the operations and maintenance
costs associated with industrial employees'
donmestic waste water generated while at work.
I am sure tha Union will be happy to hear I
will not allow my employees to go to the bath-
room., What will all that cost? No one knows.
The textile dyeing and finishing in-
dustry is in trouble. If you don't believe me,
then ask the 350 employees who lost their jobs
when Newport Finishing closed 4in 1977 or the
150 employees who lost their jobs when Midland
Print closed, or maybe even ask the employees
of Swan Finishing Company who d4idn't get a wage

increase last year in last year's union negotia-
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tions. 1If you're still not convinced, then
call Mr. Robert Donovan from the Department of
Environmental Quality Engineering in Lakeville.
Ask him why he has had to be so patient with
Swan in regard to their air pollution problems,

Through the efforts of Congresswoman
Heckler and Kenney Dufault Swan was able to
secure a direct loan from SBA for approximately
$100,000 at low interest to purchase air
pollution equipment. This equipment is being
installed and will be operational soon.

We are trying to be a good neighbor
and live with other people and citizens in the
City. Will the I.C.R. be the last straw to
break our backs? We believe we cannot afford
to pay I.C.R., and it should be eliminatead.

We are also in favor of Senate Bill
2710 that would change the present law to allow
the use of ad valorem taxes for industry's
share.

Even if I.,C.R. is eliminated, there
is no guarantee that we will survive. There

are many new storms on the horizon. We are
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fighting imports. What will the effect of
deregulation of gas mean to us? Will the taxes
in this City go up or down? I leave you with
that question. Thank vou.

CONGRESSWOMAN HECKLER: You know I
can give an answer to that question, Ralph,
Very good statement,

What would you like? Would you like
to ask questions as you go along? I think ¢to
get the riqht information, you would like to
hear from all these witnesses because each has
his own specifics.

MR, PAT HARRINGTON: May I say,
Congresswoman, that we have spent some time and
effort trying to prepare for the record the
basic background data which hopefully you will
find useful later on in Washington. I think
maybe we should get the people on the record,
maybe not as extensively as Ralph, but at least
let's find out what it is we are dealing with
so that later on when we have that record we
can point to it. It may be 2 inches thick, but

at least we can point to it.
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CONGRESSWOMAN HECKLZR: All right,

MR, GUERRIERO: Let's proceed with
the formal presentation, and we will make the
whole transcript available to you,

MR, NOEL: Could I quickly say some-
thing? As you know, previously C & L was in
Fall River at an introductory meeting to this
follow~up meeting, I guess, as it turns out.

In addition to the field work that was done at
that time I understand they have made available
to Mr. Buckley copies of industrialuser survey
forms which are most constructive for our pur-
poses in terms of gathering hard, factual data
to plug into our study. So, certainly, today
we are glad to hear your presentation. I would
lika to alert you to the form. The form will
probably be made available to you to provide
some additional data that is useful to C & L
for the specific approcach that they're taking.
I just wanted to alert you that the form was
available or was going to be made available,

so hopefully we could get some more information.

MR, NARRINGTON: I think maybe, for
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the record, it might be worthwhile to point out
that one of our problems with the prior meeting
was the fact that the copies of the contract
between Coopers & Lybrand and the Environmental
Agency wera not available, nor were the 24
questions that had been raised, and I think
very }egitimately raised, by Congress available
at the time. So we had to sort of put those
things together, so that the prior meetingcould
hardly be called a meeting where we had some
sort of inforned understanding of what we were
talking about. So that I think that we now have
disseninated this information and copies sub-
segquently. I think all of the industries are
in a better position to present their cases,
We still would like to reserve the right to
present in depth the economic impact bhecause
£411ing out the answers to the questions that
raised -- It was your contract, your contract
with Coopers & Lybrand, right?

MR. NOEL: I am with EPA.

MR. HARRINGTON: In any event, the

EPA and Coopers & Lybrand have indicated in a
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five~-page or six-page study here ~- nine-page
study what they want, you know, to discuss,
what they want to develop. That was not avail-
able to us until two weeks ago. Whatever it
was we mimeographed here in Ralph's office
because we didn't have that nor did we have the
questions which the Congress had raised in
connection with this whole bill that apparently
brought the Coopers & Lybrand effort with EPA
into affect. So that I think that we would
like to reserve at this point, if it is permis-
sible, the right to subnit detailed factual
data based@ upon your contract in answer to the
contract between EPA and Coopers & Lybrand.

Is that acceptable to you?

MR. NOEL: Most certainly. The intent
of the survey forms of which I spoke is to try
to codify the scope of the contract in a kind
of form that C & L can use to try to make a
national assessment, but certainly anything
that you can submit to us that is going to
further our understanding of your situation is

going to be most constructive to us,
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MR. HARRINGTON: I think that Ralph
has really, you know, keyed this thing off
very well, but I would submit that the first
question raised by Congress and whoaever did this,
and I assume somebody on the staff does it for
the most part, but it's really very, very
germane.

Pirst, whether the industrial cost
recovery program discriminates against parti-
cular industries or industrial plants in
dfferent locations; and, do small town busi-
nesses pay more than their urban counterparts?
What is the combined impact on such industries
of a usage charge and X.C.R. requirements?
Whoever wrote that first question went to the
heart, it seems to me, 0f the whole problen.

I think that basically what we have
asked, we have disseminated this to all of the
people here in the room, and I think that what
we ought to really 4o now is to have thenm
briefly discuss how the answer to that question
affaects their own industry, having in mind

where they're located, what their charges are
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here and how they relate to national organiza-
tions and all the rest.

CONGRESSWOMAN HECKLER: Pat, have
you seen a_ copy ofrtheir survey?

MR. BUCKLEY: He couldn't have. I
received this questionnaire last week. I was
on vacation, and I didn't know about it until
this morning. So by tomorrow or Wednesday all
industry representatives should have a copy of
this.

CONGRESSWOMAN HECKLER: And it can
be amended, if they have further information.

MR. HARRIMNGTON: I think with that,
if it's all right with you, I think we should
run through that scenario. I wanted this to be
primarily an industry type approach. They have
spant a lot of time and effort. I don't want
this to be a legalese type operation.

CONGRESSWOMAN HECRLER: The whole
point of this is to have the industry speak,
and that {s what we need, that data and that
information.

MR. HARRINGTON: Ultimately the



LEAVITT REPORTING SERVICE, INC.

27

request I would like to make with respect to
information we need coming from this conference,
which I think would be provided either through
your office or through the Freedom of Informa-
tion Act, but, in any event, I think we need
some follow-up things from Coopers & Lybrand
and the EPA. I think I can sum that up when we
get all through.

CONGRESSWOMAN HECKLER: All right.

Lou, do you have a statement,

MR, LOU D'AMICO: I would like to
address myself to that first question because
I think that is the most important question
asked.

If we can go back to the 1950°'s, the
south in their efforts to attract the textile
industry, which they did very successfully,
in most of the small towns and many of the
large cities in the south adequate sewerage
plants were built, Some of these were built,
I would say, if they were built in the late
sixties and early seventies, probably were

firianced somewhat with government money. The
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south has a user charge, but there is no
industrial cost recovery.

We now come to the Fall River area,
an old urban area that certainly was behind
the times. They had a diminishing tax base
and a host of problems, did not bother with
updating their sewerage plants. It's now been
mandated that they do upgrade their sewerage
planta. You're now going to add, as the
previous speaker said, 57 percent of this
industrial cost recovery which would be assessed
to the textile industry.

The major question that management
is going to ask, why should we stay here when
transportation charges are higher in the north,
energy charges are higher, workman's compensa-
tion, taxes, payroll taxes, property taxes,

So now it becomes another cost that really
cannot be absorbed.

The thing that worries me with I.C.R,
is that if any of these major plants, textile
pPlants should leave, number one, you have now

a facility larger than it should be. That means
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user costs, naintenance costs are going to have
to increase. Secondly, you erode the tax base.
Then you have a problem how do you attract
industry to come in when you tell them, if
you're a water user, hey, buddy, we've got an
industrial cost recovery clause that you're
going to have to absorb,

Our plants employ == our group of
plants are made up of three plants in Fall River:
Duro FPinishing, Duro Textile Printers and Pyro
Finishing == over 700 people. Our payroll is
about $9 Million. Big number., We pay out
group insurance of approximately $700,000 a year,
over a quarter of a million dollars in pensions,
Plus at least a hundred thousand in health and
wvelfare. If you knock out those 700 people,
what in heaven's name are you going to do with
them? Then it seems that I.C.R. is counter-
productive. Then the United States Government
will probably step in and say why are these
people out of jobs, was it foreign import, and
they will now receive some money per year. But

that isn't adequate.
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Wthat do you do at the end of the
year? tthat do you do with the hospitals that
will have to absord these people when they come
in for services? Vhat do you do with some of
these workers that are depending on a
supplementary pcnsion in addition to Social
Security? No morae money will be going into the
pension fund. This is the main concern.

Wa are really at our wit's end in
New England. If you're going to survive as a
textile plant in llew England, you must work
twice as hard as the other guy because not only
do you have domestic competition from the south
where everything is lower, but youhave foreign
imports. Our government has a free trade
policy or a policy that is based on voluntary
quotas. If you continue along this line, to
add costs, you're going to cause the death of
textiles in New England, I think that is going
to be tragic.

That is basically my statement on one.
I reserve the right at a later time to give you

more information.
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Newr will this affcct our suppliers?
e looked at our costs the other day. There
is over $4 Million a year paid out to local
people, people who supply us with paper tubes,
electrical contractors, people who supply us
with all sorts of supplies that we need to run
our plant. That will cause a secondary problem
of layoffs in other parts of the City, something
that this City cannot afford. It seems to me
that somewhere there should be some wisdom by
the government that there should be a circuit-
breaker for urban cities that do have problens,
that I.C.R. should be waived. It just does not
rake sense that you would have the same formula
apply to all areas.

We have led the nation in unemploy-
ment., We have led it in industry moving out.
We have got every problem imaginable. Just
look out the window and see. You can see the
problema. And to cause a further flight of
people who want to stay here, sincerely want
to stay in this area, just doesn't make sensec.

CONGRESSWOMAN HRECKLER: Mr, D'Amico



, INC
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wvas so pergsuasive, he nmade this same speech to
me, That I think was more of a reason that X
continued all of this., You recally summarized
the problen,

Is there another Industrialist who
would like to specak?

MR. RICHARD LEVESQUE: (United
Merchants and Manufacturers) As a little bit of
background, United Merchants as of June 30th
pulled out of Chapter XI bankruptcy. That
leaves us running our own company again, but
in a good need of a lot of cash and capital,.
United Merchants at the moment has been cut in
half in terms of its total size. 1It's a multi-
national company, and cash requirements are in
the 8ix figures plus. Any drain of cash on a
nonproductive basis at the moment would threaten
the existence of the Fall River complex to the
point where United Merchants would not hesitate
to pull out of PFPall River.

Up until a year ago just prior to the

bankruptcy United Merchants employed a thousand

people in this area. We closed down one operation
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in the last 12 ronths, Midland Print, and our
current enployncnt is 836 people. That con-
tributes over $8 Million in terms of wages
and salaries earned by people in this area.

Profitability in the textile indus-
try as everyone knows is in the one and two
percent area. llow, you tack on an estimated
$60,000 for us based on the 73 proposal, and
considering we have increased productivity
about a third since then, you've got to consider
80,000 in expenses between I.C.R. and O & M
charges, Take thatoff of profitability and
you don't have a good reason to stay here.

The effect on Fall River is interest-
ing. You know, there is8 a considerable amount
of money which our company puts into this City.
In terms of property taxes we put in §$150,000
alone, just property taxes. Like I said,
wvages earned are $8 Million. That generates
in terms of state and federal taxes well over
a million dollars. And, on an average basis
in terms of Fall River property tax, well over

70 percent of our people live in the area,
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we'ra talking about another, let me seea,

$800 to $5900,000 in terms of City taxoes, City
property taxes, which are collected. You know,
that is not even to mention the other effects
of the wasto treatment, not that we're opposad
to waste treatment, but this is all adding to
the burden of expenses,

We will probably have to install
pre-treatment. Prae-treatment for us may go
anywhere from a quarter of a million dollars
up to two-and-a-half million dollars. There is
no way at the moment that the company would
spend two-and-a-half million dollars on waste
tfeatment in this City. It's not that we want
to leave, but we can't afford to stay under
those conditions. And, as Mr. Harrington said,
we do feel that this I.C.R. charge is discrimina-
tory.

We reserve the right to submit addi-
tional information.

CONGRESSWOMAN HECKLER: Any other
Industrialists who would like to speak?

MR. LEONARD ANSIN: (Sterling Pile
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Fabrics) 1'lec have a statement that we put in.
We have a statecment from Sterling Pile that we
would file wvith the record.

. I prepared a few brief remarks in
here. I don't want to be redundant on what
has already been said. I think the case has
been very, very well established already.

Let me just go through this letter
and, if I read too quickly, slow me down,

Sterling Pile Pabrics Corporation is
a Fall River based textile dyeing and finishing
conpany involved primarily with the manufacture
of dyed finished corduroy fabrics. Within the
confines of our wet processing operation we
employ the use of water combined with various
dye stuffs and chemicals. These mixture solu-
tions are controlled by our staff of employees
in such a manner that the resulting effect on
a processed corduroy fabric is a desirable one
in the eyes of our customer. Once we have
completed our use of a particular wet solution
of dye stuffs and chemicals the remaining

solution is discharged. Por 30 years -- I say
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again 30 years -- we have heen operating in
such a nanner here in Fall River with a reason-
able degree of continuing success.

In recent years we all have had to
react to forces somewhat beyond our immediate
control, and these forces have had a significant
undesirable $mpact on our daily lives. Rising
inflation and skyvrocketing enerqy costs,
unaffordable medical expenses and insurance
coverage premiums that lend a new dimension to
the stretching of the imagination are a few
such forces that are zapping our morale and
resources, be they physical, financial or other-
wise.

Our 30=-vear-old company employing
200 Fall River area residents is having to
fight the war against all of these undesirable
forces, and at the same time it's necessary
for us to cultivate the marketplace, encourage
growth and expand at home. As a result of our
involvement to date with the YX.C.R. program
development based on our present volume of

affluent and its nature we interpret the
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financial inpact on our company to be approxi-
mately $18,000 per year with a user charge
ranging anywvhere from 35,000 per year to
$50,000 per year. This means our company can
potentially expect to spend somewhere in the
vicinity of 860,000 per year to help make our
area water clean, and this is providing we do
nothing to increase our present volume of
affluent or alter its nature in such a way
that it would have a negative financial inpact.
Oour market distribution is worldwide,
and in the same reaespect so is our competition.
We are certain that if our product manufacturing
cost is increased as adversely as these potential
I.C.R. and user charge figures suggest, the
results to a company such as ours will be a
lesser competitive selling price, lower sales
volume, fewer jobs and eventually an overall
undesirable economic scene for our area citizens.
We feel that it is absolutely necessary
that our area citizens be totally knowledgeable
of what can happen, if the burden on clean water

here in Fall River and the surrocunding areas is
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not distributed on a fair and equitable basis,
each one shouldering its fair share.

MR, BRARRINGTON: Will you subnit that
as part of the record?

MR, ANSIN: Yes.

CONGRESSWOMAN HECKLER: Are there fur-
ther statements for the record?

MR. GUERRIERO: Your Union representa-
tive is here.

Is Eddio Cabot still here?

Eddie Cabot, would vou like to say
sonething here because we seem to be taking
the textile people first and then there are
others. Would you like to say something?

MR. EDWARD CABOT: (Textile Processors)
We are a new company that sprang out of the
ashes left from the fire at Newport Finishing,
I was involved with Newport Finishing. I know
first-hand the effect of having non=-productive
costs laid upon a company. The I.,C.R., as X
gsea it, is a very unfair system of extracting
payment from the people in this area and older

areas particularly. In my business especially
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today we see our costs rise almost by the
month, but this is a cost that won't go away
and that we can't pass on because our competi-
tion doesn't have this cost, pcople ocutside of
this area, people who have relocated in the
south or people who live in an area that had
the foresight or the affluence to build this
typerof facility before 1972.

There is only so0o far you can go as a
straw in the wind. Someday even the straws
stop bending, and they break. I think Congress-
wonan Heckler and you, sir, from the Environmental
Protection Agency and anyone who has something
to say should speak ocut for the people here who
are bheing discriminated against., We are new and
we are struggling. We certainly don't have some
of the problems that are built into some of the
older businesses, but with this cost and any
other costs that come along, if we are in a
position that == X will speak for my own company.
I kXnov it's true for the most part of Duro and
true of Swan and most of the other textile

processors, Our competition doesn't come from
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a guy in Taunton who might be faced with the
same problens. It comes from imports. It
comas from people who are in a more advantageous
location who don't have the costs and don't
have to worry about passing it on. If we have
an erosion of profits, obviously we won't be
able to run a business,

CONGRESSWOMAN HECKLER: It is a fact
of geography that our region of the country was
sattled earlier. That is part of our colonial
heritage. Because of the age of the City we
are dealing with older plants, older systems,
and we have not been able to build from scratch.

FROM THE FLOOR: May I say something?
Everybody is talking abhout the companies, but
we've got to keep in mind the people, too,
because they will be ocut of a job and where are
they going to go? I mean, I don't think it's
fair. I don't think it's fair at all., That
is all I have to say.

CONGRESSWOMAN HECRLER: You are with
the Textile Workers Union?

FROM THE FLOOR: Yes.,
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CONGRESSWOMAM HECKLER: If you have a
written statement that you would like to have
put into the record, you may submit it.

“FROM THE FLOOR: No,

MR, HARRINGTON: May we reserve the
right to subnit one later on?

MR. EDWARD MYLES: (Jackson Conmpany)
May I say something? I am one of those companies
that is supported by these other companies like
Ralph and Lou D'Amico have been talking about.
I manufacture paper tubes, and I believe that.
most all of the factories that are here I
represent as their supplier. If they go, my
business goes with it. Though we are a small
company, there could be 30 to 50 jobs that will
laave this area, if these businesses go down
the drain, as Ralph says. I am sure that all
the supporting industries will feel this amount
of impact and that the total loss of jobs will
be double what the industries themselves use,
Thank you.

MR, ROLAND MERCIER: (Aluminum

Processing Corp.) We are not textile labor at
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all, We are a division of Lite~o=-lear,

New Jersey. We have to compcte with satellite
divisions in New Jersey, Illinois, California.
This area has already been pointed out as
having the highest utility rate. We feel we
would have qualified under the secondary metal
products group which was one of the groups to
be considered, However, the decision has been
made to cancel out on a complete electroplating
line which had been established in this area
because of the water waste, what have you.

CONGRESSWOMAN HECRKLER: You cancelled
out a whole expanse in the area?

MR. MERRCIER: Yes. There would have
been at least ten jobs to start and probably
tripling very rapidly. The other problem is
our expertisae is in the fact that we are con-
sidered the best in what we do in Lite-o-lear.
This is why we employ roughly 550 people. We
do it better than our other divisions. We do
it better Secause we hire technical people.
Technical people cost monev. If the decision

were made to have Y.C.R. the cutbacks more than
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likely would have to come from these technical
peoplae. Cutbacks in the technical people would
result in us not possibly being as competitive
as our other divisions, and as a result of that
I am sure Fall River could lose jobs in that
area also. I do have a statement which I will
submit later.

MR, NOEL: Could I ask a question?

You indicated that you deferred expanding your

operating line because of these proposed charges?

MR. MERCIER: Yes. It makes us non-
competitive with some of our other divisions.

CONGRESSWOMAN HECRKLER: Are there
further statements? Mr., Stetkiewicz.

MR, PRANK STETKIEWICZ: (Bristol
Finishing Co.) I operate a little plant called
Bristol Pinishing Company. We are a small
business. There was a time when a fellow who
had a little knowledge and not too much money
could go into the textile business, he could
run a plant., If he wanted water, he took it
out of the river. This is dead. As time went

on he grew, but was still small, We only
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enployed 40 people, but thias ias a payroll of
$550,000. When I say 40 people, it's really
40 families, Many of the advantagaes that they
have at the other plants we haven't been able
to afford.

As time went on, we were hit with
the oil, practically went down. We had to go
to the bank, mortgage all our property, and we
managed to survive. We paid off most of our
problems. Wa're starting to give the employeeas
some advantages, and now we're faced with maybe
$10,000., Our profit at the end of the vear
may be this $10,000, We are not in good shape.
We can't very well afford this. $§o, small busi-
negsses should be considered.

That is all I have to say. I have no
statement.

CONGRESSWOMAN HECKLER: Mr,., Shaw had
something to say.

MR. IRWIN SEAW: (Providence Pile
Fabrics Corp.) We are a major textile manufac-
turer in Fall River, Although we do not do any

dyeing and finishing in this area, we do it in
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Woonsocket, Rhode Island with another company.
All of the comments which have been mentioned
here today apply to that operation, and we are
extremely concerned and are looking at this
thing on a day-by-day basis. However, to get
back to the Fall River area, since we do not
have this type of activity here, I will say

that our presence in this City has been very
nice and we have grown. This is our world head-
quarters.

T can't say that at this moment I have
some of the problems here that you other gentle-
men have, However, I would like to mention why
maybe we are here from another point of view,

As I mentioned, the company has grown and we
hope to continue to grow., In some of our growth
areas it does use water processing and finishing
techniques. In view of what is happening here
and our observations of what is going on in
Woonsocket, it would not be in our best interest
to make any commitment of any type until this
matter were resolved.

We currently are considering other
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locations in the south. By the way, for those
of you who haven't been exposcd to thig == I
have mentioned this before, and I will say it
again -- our company continues to get courted
by wvarious utilities and local governments in
the south who come up here, and they're offer-
ing us a lot of good dice including much lower
utility rates, and we certainly would not have
the effect of this industrial cost recovery.
It's extremely tempting, and I think it cer-
tainly is in everybody's best interest, not
just from a where we are now point of view, to
look forward to try and get a good handle on
this and realize that, if this type of legisla-
tion does get implemented, what the effect is
going to be on this area from this time forward.

MR. NOEL: Could I answer the question
not only of you, Mr. Shaw, but of several other
people who mentioned a regional inequity, 1if
you would, between the north and south?

I would like some information because
there i3 a general concensus in the agency that

everybody has to meet water quality standards
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and that we did appropriate -- not we, Congress
appropriated $18 Billion in 1972 to build waste
water trecatment facilities, and most recently
has extended that to 24.5, Thae original 18
billion was spent, and I know a lot of it was
spent in the northeast. Any money that was
expended under that I.C.R. program is subject
to industrial cost recovery. What I am inter-
ested in, is there a particular locality in

the south that you think is where the textile -
industry will go?

MR, LOU D'AMICO: Winston-Salem and
Sampson, North Caroclina do not have I.C.R.

FROM THE FLOOR: Raleigh, North
Carolina.

MR, LOU D'AMICO: They have modern
plants, no user charges., That is only two that
I know of, but there are many. I think
Charlotte is another area that does not have
it. Also, I £find the EPA uses a much softer
sponge in the south than they do in the north.

They're not as aggressive, and things do not

happen the way they do here. I think enforcement
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of EPA in all arecas is nuch nmore rigid in
New England than it is in the south, and it
may be because we are so- concentrated it's
easy for youIPA people to be out in the field.
It doesn't take four hours to drive to another
city or two hours to drive to another city.
But you have a different approach. The
approach here, it seems to me, is a penalizing
approach to industry. 1It's not as cooperativa.
The south 4id not grow because it has
a better work force or better land. In fact,
the first site I saw in the south I told the
Town Manager that we had better land that we
let cows graze on than they wanted to give us
for an industrial area. Their key point is
that they welcome industry. They're there
every day. It's not a one time -- It's not a
fast honeymoon. The honeymoon lasts a long,
long time in most of these smuthern communities.
They are aggressive. I think if vou look at
the record, a great deal of money, federal
money, went into the south in the fifties and

sixties, It was poured into that area. It



LEAVITT REPORTING SERVICE, INC.

49

just didn't happen. It was poured into that
area. Now wa're being made to pay. This
City has had every imaginable problem tossed
at it and-has now been thrown a new curve.
You're saying now, fellows, come up with the
money for I.C.R. I don't think it's going to
work. I think you're going to build a mon-
strosity of a plant that is going to be much
larger than you can use, That is why I say
it's counterproductive. We're not thinking
ahead. Wwhat is going to be the end result?

We have people who will have to live
not only in *'78, but in 1990 who must have jobs
to support themselves and their children. You
just can't put everyone on the state, city and
federal payroll. 1Industry is your best vehicle
for keeping people happy, keeping them employed.
It's not government., The government can help,
but the government cannot provide the jobs.
You're talking about a small amount.

You know, when I look at themoney that
is going to be thrown ocut, if these people

become unemployed, it's going to be ridiculous,



LEAVITT REPORTING SERVICE, INC.

50

There is no bottom line,

MR, NOEL: I think clearly that is
the concern that has been stated in the mandate
of the 1egislation; That is why we are here.

CONGRESSWOMAN HECKLER: Exactly,
because the record is pretty clear.

There nust be other statements., The
Union people that are hare wish to speak, but
I would like the companies to at least present
themselves.

Mr. Bogan, if you would like to speak
next.

MR. DAN BOGAN: I'm wearing three

hats: the Acting Mayor, the President of the

City Council and also involved in the business commnity.

It's unusual in Fall River for a businessman to
be avowed in politics because it seems to be
the evil word, bhut what you're witnessing really
is a commitment from the business community to
gat themselves involved in government until a
solution can be arrived at.

Business has been criticized. There

was a statement which said Fall River was behind
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the times. That is true, but we all bear a
part of that responsibility because we, all
the business people, neglected the political
arena.

You mention the south. The south
got involved in politics and said that is how
it's gqoing to be done. They're no smarter, no
more aggressive. We have a plant in the south,
The same thing is involved there. They're after
you. They come after you. They put on a good
PR approach. They become involved in the
comnunity. What has happened here is we're
paying for it now because we didn‘'t become
involved. This sewerage treatment plant would
have gone through unless peopla did become
involved. This involvement, I believe, is a
new dimension in towns like Fall River, Lowell,
this part of the area. But I think the main
thing is the fact that the business community
realizes they have to work with the political
community and work together for a common goal
or common cause and by treating all equal.

The way it stands now it would seen
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that the government is sayving that the textile
related industry is being discriminated against,
That is what it is, We are baing discriminated
against here. I think we have admitted to our-
selves that the business comnunity =- I anm
speaking now as part of the business comnmunity --
has neglected the political commnunity. Now we
are éoing to pay for it, now wo are going to
change it, we are going to be more involved.

I think the City of Fall River as far
as on a political basis has had problems from
1920 on. That is when it firat started. We
are trying to survive and let it grow., Our
industry is growing. The more growth we put
into it down there, in a few short years this
could hanper us,

That is athree-way speech.

CONGRESSWOMAN HECKLER: Are there
other Industrialists? The Chamber of Commerce.

MR, WILLIAM TORPEY: (Chamber of
Commercae) I really feel and I appreciate what
Dan Bogan has just stated here. In fact, he

probably stole exactly what I wanted to say,
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but I might be able to emphasize it,

The business and professional groups
or individuals and/or organizations we now have
in the Chamber of Commerce is almost 1000. We
have reached a pinnacleof success, in spite of
the tremendous problems of business today, all
the way from energy costs, pavroll costs, all
thatryou have heard here today. The support of
the business community here in this City is
unbelievable., It's tremendous and it's still.
growing.

What Dan has just said is there has
been a mjor or there has not been an input by
the business community into the political
arena. This is where the decision-making powers
come., But to see this kind of a meeting and
this kind of force which has not previously
occurred, to my knowledge, to have the kind of
one industry, textile industry group, represented
as you are today and the satellite industries
such as Ed. Myles represents here at a table to
tell the political arena in tha name of Congress-

woman Margaret Heckler and the regulatory
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agencies, the EPA, and study group, the
consulting group, Coopers & Lybrand, the
message has got to get across of the tremendous
damage that all of these people had added up
together. In my own sheets I have added up
two figures. That is the number of jobs and
the amount of annual payroll. Unbelievable.
If it occurs, I think we might as well close
shop. That is not going to happen. We are not
going to let that happen.

As far as speaking for the Chamber of
Commerce, the Chamber cnly reflects what we
have here, what the business people think. It
you don't support your Chamber, you don't
support vour City. That i1s my persocnal belief,.

By numbers, by grouping ourselves
together, it's just what others have said: that
it's the north versus the south. In the south
there is a unanimity of thought and action.
They get together. They do things together.
We are going to change that. We have changed
that. That is why we are sitting here today.

We hope you got the message.
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CONGRESSWOMAN HECKLER: Ralph, 4o you
have other speakers?

MR, GUERRIERO: We would like to hear
from Kenny Dufault.,

MR, KENNETH DUFAULT: (General Manager,
Amalgamated Clothing and Textile Workers,

Textile Division) I am in a very unique position
today as a person from labor. I am in total
agreement with everything that has been said by
management. I know first-hand how we got here
more than most people in the room. I was
formerly employed on the staff of Congress-

woman Heckler when the first team came in from
Georgia which wasn't even considering the
economic impact. Through her personal effort

we have arrived at where we are today.

I won't go over all the problems that
you gentlemen have brought up. I totally agree
with all of them, I would just like to adad,
if we lose, oh, one major or a couple of our
medium-sized plants, all the reat will go because
of the fact they‘'re all sharing costs. There

are all various kinds of commodities that they're
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buying from the local area. I view as the
biggest problem a conplete, total insensitive
approach from CPA, from state and federal.
Outside of this meeting, which I am very happy
to be at, I haven't seen any evidence that
they're trying to understand the problem,

They finally came to the source, and I am very
grateful that they have now. Maybe now we can
get down to the base of the problenm.

I only view this as step one. 1If
you're able to knock out I.C.R., it's still
only going to leave you status quo on many of
the companies here. The Union has done their
part. We forewent raises at Swan Finishing,
Labor is playing its part which it has to.

The old phase of the two sides of tha table is
gone, i€ we have any intelligence. If we
don't gaet any help beyond the I.C.R. from the
EPA, c.ean air is important, but eating is
more important, If you don't eat, what is the
difference if the water is clean or not. You
could close off Fall River and make it a

national monument. You're never going to fill
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the jobs again. You're never going to re-employ
the people, you know, 8o it's time to really

sit down and knock it out because you're right
on the verge,

I know personally three or four
different plants here., I won't mention their
names. One in particular was contemplating a
very large expansion, and right now this is
not only the reason, but it's a major reason =~-
it's not one that has been mentioned, so I won't
reveal the confidence. They simply don't want
to. I know of also a couple of others of the
associatas that I deal with that are looking in
the states right now that are being relocated.
I don't blame them, They're not getting any
concentrated effort or any show of sensitivity
to their problems from EPA, So, I am very glad
that today is a definite step in the right
direction, but they have got to go even far
beyond what we are trying to accomplish here
today.

That is all I have to say.

MR, GUERRIERO: Mr, Robertshaw..
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MR, JACK ROBCRTSHAW: (United Labor
Council, Mass. State Building Trades and
Fall River Building Trades) I want to say first
of all that we in the Labor Union here in
Fall River -- I am in a very unique position,

I can speak for the building trades and Building
Labor Council and also the State Labor Council =--
wish to express our support for these Indus-
trialists, and we will go all the way with you
and support you all the way.

We think the industrial cost recovery
is a burden that these people cannot tolerate
and cannot survive with. We think it's unfair
to this area where we are forced to import
80 percent of our oil, where we are forced to
pay very high energy costs, where we are getting
killed by foreign imports. These people have
got all they can do to stay in business.

By staying in business they‘re pro-
viding jobs for the people in this community.
They're keeping this community alive. This
community was the largest textile producer in

the United States, in fact in the world,
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several years ago. What are we now? Look out
the window, as someone said, and look at the
empty mills. We need help in this community.
We don't need further burdens placaed upon these
fair people who negotiate with their unions,
pay them a fair vage, who are competing with
the Japanese, the Indonesians, the Philippines,
Thailanders. It will surely be the Belgian
Congo before we're through with low wages
coming up here knocking their pants off, We
don't need the federal government here knockidg
their pants off,

We hear out of Washington and we hear
from President Carter that he wants to help the
older cities. This is not helping them by plac-
ing this additional cost on these people who
are trying to survive. You have heard every
one of them speak. I 4idn’'t hear one of thenm
here saying they're rolling in dough, I heard
aevery one of them say they are trying to survive
here., They're a part of this community. They
want to remain a part of this community.

I would direct a question to EPA.
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It concerns the environment. If you look in
Webstar's dictionary you will asee that
environment means the surroundings in which we
live. The surroundings in which we live is not
only ecological, it's not only clean air, it's
not only clean water. There is a social
environment, People employed making money,
people not having to go to Parkersburg,
West Virginia, or Marquette, Michigan, like
my members have to do because there is no
growth here., There is a social environment.
When you lay people off and put them on the
streets, you're crime rate goes up. That is a
proven fact. These are statistics. We can
have clean water, but wa'll also have crime
because of the unemployment rising in our City.
Then what is the advantage of clean water?

How about the economic environment?
How about pecple doing a simple thing like
eating? Making a living? Being able to send
their kids through college? I come from a
union with 50 percent unemployment. We're told

the unemployment rate in the City is dropping.
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Try to tell that to some of my members., Try
to tell it to the people in the building trade.
We don't necd any bureaucratic hogwash,

This cost recovery system is going
to be harmful to these people in the City. VWe
in the labor realize what is harmful to them is
harmful to this City and is harmful to us. 8o
I would like to respectively go on record as
saying that we, and I can speak for 90 percent
of the labor movement in this City, we are
unalterably opposed to the industrial cost
recovery. We shall stand with these Indus-
trialists, We shall be of every assistance ve
can hare in this City, in Boston and in Washing-
ton.

We ask to reserve the right to sub-~
mit a written statement. Thank you.

CONGRESSMAN HECKLER: Well, we have
heard from both sides of the aisle, labor and
management. Do you have other Industrialists?

MR, JAMES LENNON: (United Textile
Workers of America) I concur with what my

brother from the labor movement just said here.
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It's interescting to note that in our society
today we sccn to concentrate on cures of every-
thing. Thore is always a cure, but there
doesn't seem to be too much along the lines of
preventive action in terms of whatever, so they
make their evaluations of situations such as
this and the necessity for clean water and what-
ever else the environment proves necessary here
and throughout the country, but we don't very
often hear of any cold statistics or rather
projections as to what will happen, you know,
in terms of unemployment as we are all aware of
ie.

It reminds me somewhat of a parallel
situation where up in Maine, Bruster' Forest,
which I understand was donated somewhere along
the road to the State of Maine and wasto be
preserved in perpetuity so we would have some-
thing of the wildlife and so forth, and for
some reason or another we had a storm a couple
of years ago and it devastated the forest at
least to the point where many trees had been

falling, and it created a fire hazard in terms
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of, if anything should happen there, how do you
get into sort of fight this fire, and so forth.
S0 the environmentalists went to court. They
were upheld by the court. The fire occurred.
You know what happened to Bruster Porest.

The point I am bringing out here, we
are not opposed to our environment being managed
in a‘way that will bebeneficial to us all, but
I think that we are overlooking many times
concentrating on our objective, you know, and.
ignoring and making some real hard evaluations
of what the results night be. Basically when
we're talking Fall River -- incidentally, I
come from Rhode Island. It's very serious there,
the unemployment. That is nothing to be looking
forward to. I am talking about unemployment
benefits of supplementary unemployment or this
training program and that training program. I
am not opposed to these things, understand.

What I am saying, the key to our economy and our
society is people -~ without people we need
nothing because none of us need to be here and

nothing needs to exist without people. People



LEAVITT REPORTING SERVICE, INC.

64

ars the' key to our whole society, the whole
civilization. It would seem to me that probably
these people are pushing some of these things
here, and it's bheen my observation to some
degreae that there is no logic in terms of =-
again, I am not saying I am opposed to tha
progress that we should endeavor to accomplish
for our environment, but if you look at it, you
don't see anybody coming up and saying what
happens.

Out in thewast there was a steel mill
that was closed up because o0f the environment,.
Now they're trying to get it going again. 1It's
the same way here on the East Coast and all of
these things that we are involved in. I think,
vyes, we can do these things, but we have to be
practical., We cannot go along and say this must
be done, let's try to prevent what the results
might be and give an evaluation and give
priorities to where they should be, particularly
here in New England, as we all agree here. This
is very serious in many areas.

In regard to my brother here from the
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Chamber of Commerce and cthers commenting about
the textile group being here, everybody in this
City herxe and in tha State of Massachusetts and
wherever is part of this thing here because

it*s a domino effect. You know what happens

when people get unemployed. It just goes down
the lina. So I think that we should back up and
support the people here in the City of Fall River,
all of them, no matter what business they're in
because we're all in the same boat.

MR. JACK ROBERTSHAW: Can I just make
an additional remark?

We are in favor of building that
sewerage treatment because we are in favor of
clean water., What we are opposed to is asking
these gentlemen to pick up the cost which they
can't afford to pick up. They can't afford
that extra 40,000, this gentlemen with 10,000
and that gentleman with 8, We don't think
there i3 any need for it. We think there is
Plenty of money there without ruining the
economy of this City to accomplish it, We

believe it can be done in other ways.
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COIGRESSVIOMAN HECKLER: Further
comments? John FPriar., He was one of the
original experts, and I think is a most eligible
person speaking for both the industry and govern-
ment here,

MR. JOREN PRIAR: (Sewer Commission
Chairman) As has been indicated, we have had
comments from what might be termed both sides of
the table, that is labor and management.
Perhaps, we should also consider government on
the local level as being, perhaps, in the middle
of the whole thing. The Sewer Commission is
squarely in the middle of that, There are a
couple of specific points that I would like to
have taken care of at this time, if I could,

One of the problems that bothered me
at the last meeting was the apparent fact that
neither the textile industry as an industry nor
the City of Pall River as a city would be
formally included in the statistical work that
was done on this project. That was an impres-
sion that I had as a result of that meeting.

I would like to find out once and for all if
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that, in fact, continues to be the case.

MR, NOEL: Two issues, First of all,
the reason vwve had the meeting previously was
because Fall River was one of the cities that
was being statistically studied. If we were
not going to study you statistically, we wouldn't
even have been here.

MR. FRIAR: Well, I thought there wvas,
as a matter of fact, supposed to be sort of
narrative type of input.

MR, PAUL FLAX: (Coopers & Lybrand)

I spent the morning with Steve. We spent three
or four hours completing a survey form that we
are doing for a number of cities across the
country.

CONGRESSWOMAN HECKLER: Fall River was
one of them?

MR, FLAX: Yes,

CONGRESSWOMAN HECKLER: I would
certainly hope so. As the author of the amend-
ment that wanted the study, I would be terribly
unhappy with EFPA {if this City were not number

one on the list and fully analyzed.
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MR. HARRINGTON: If she's unhappy.
you're going to be unhappy.

CONGRESSWOINAN HECKLER: You're going
to be very unhappy. Heckler in Congress is not
to be mininized.

MR. NOEL: Which was why Fall River
was on the list,

MR. DONANIUE: We are gathering informa-
tion about industries in all of the three
hundred cities that we are visiting. We were.
paying particular attention and doing a little
bit additional research in five industries
because our scope of work said that we would
pick out several industries that were particularly
impacted by industrial cost recovery., The
criteria that we usedto select these industries
was the total number of employees, the number of
establishments in the country, those kinds of
things, criteria that EPA approved. When wo
took the industries that were considered as
potantial candidates, the textile industry was
nof one of them., However, because of the

interest that was shown by Congresswoman Heckler
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and Congressmnan Studds and Senator Chaffey, we
went back and got EPA's approval to expand that
from five industries for a specific kind of
study to six, and the sixth one was textiles.

CONGRESSWOMAN HECKLER: Let me just
say this shows you how far the agency strayed
from what the Congress intended hecause on the
House side I fought hard for this amendment,
and Senator Chaffey was extremely active in
fighting for the amendment. This was the origin
of the whole idea, and Congressman Studds
supported this, Now to have the FPA overlook
that central fact i{s just amazing to me. It's
really almost shocking, but I am glad we recti-
fied it and T am glad we had the preliminary
meeting so we knew a secondary meeting was in
order. Ve are glad you revised your setting of
priorities because Y hope again thia, too, will
go to the head of the list,

MR. JORAN FRIAR: (Sewer Commission
Chairman) I think it is important that it
be understood here that it has taken place.

The second point that I would make would be a
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suggestion as to the execution of that study.
I am not sure that this situation of two
clearly secparate geographical areas being in
competition with each other for a particular
industry is the same for almost any other type
of industry that you would look at. You might
say that Boston and California would compete
to aéme extent for the electronics trade, but
I am not sure that that is really one of the
industries that is going really to be nailed.
I don't know. Maybe the geographic separation
is enough there so there is not that much in the
way of competition any more. But I consider
the textile industry in my mind as being some~
what unique in that regard. So I would suggest
that the study show the relative impact within
the taxtile business. In other words, what
would happen not just to the industry as a
whole ~- maybe the industrvy as a whole will
still have 200-or 300,000 jobs, but will those
jobs suffer displacement as a result of this
cost situation.

The final point that Y would make
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has to do with sort of a cost benefit ratio
consideration of what is happening here. I
have read some of the deliberations that the
conmnitteae. undertook or at least a summary of
the rationale they used in developing Public
Law 92500 and particularly the method of
addressing charges. I can understand that
rationale. I think anvbhody who reads it would
say that their thinking was reasonably clear,
The problem is that it was not in any way all
encompassing for all situations. It was
necessarily general and limited to the extent
of detail, I think, So there is some justifica-
tion to ask for this to be considered and with
the specific problems of either the textile
industry or, perhaps, even some cities in the
northeast or even the problems of FPall River
rather than the general guestions raised during
their deliberations, particularly with an idea
what i3 the coat to benefit ratio. 1If the
federal government succeeds in recovering some
of its capital by way of the I.C.R., will it on

the other hand end up expending much larger sums
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of money because of the displacement or losses
or what have you and will it also have done it
or what should it do to protect its investment
in a 845 Million project., It doesn't make a
lot of sense to have a 32 or 31 million gallon
a day plant that is only going to be serving
an effective 23 or 24 million gallons a day
because the other eight or nine million gallons
a day have moved souih or someplace else. So
it doesn't make a lot of ‘sense to build a big
plant and not have a flow to make it work
properly which might occur as a result of an
industrial slowdown.

MR. NOEL: I think Ed would like to
address a few things.

MR. DONAHUE: The degree of geographic
comnpetition we are addressing not only for
textiles, but also for pulp, paper. You have
New Engiand versus the midwest. So there are
two industries. The cost benefit side, we have
hired Camp, Dresser & McKee as subcontractors
to help develop some cost equations and to

look at what is the most cost effective way to



LEAVITT REPORTING SERVICE, INC.

73

treat seweraga., Will I.C.R. with pretreatment
ragulations leoad industry to go to self treat-
ment?

MR. FRIAR: We worried about that
balancae.

MR. DONAHUE: We are coming to that
problem, too, Lf you have got a plant with
excess capacity, then everything is going to
suffer because those people who are left are
going to pay higher sewer rates. Yes., We are
worried about that and, yes, those are things
wa are looking at.

MR. FRIAR: Is there some way the
city could, at least the governmental aspect of
it, be kept abreast of what is going on?

MR. DONAHUE: We have periodic public
meetings which include industrial people and
manufacturers, several trade assoclations,
environmental groups, league of cities, whatever.
Those meetings are public. There are transcripts
available, and we will be glad to give transcripts
to anyone as to what is going on., We are also

going to have a series of ten regional meetings
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in late September or October in Boston relating
to what we've found in this geographic part of
the country, offering those cities we did not
visit the.opportunity to see what we have and
to put additional statements in the record. We
will have transcripts for all those meetings.
Those transcripts are going to be appendixed

to the report to Congress. Then there will be
the draft reports which will be ready in mid-
November,.

MR. FRIAR: C(Can we put that on an
active basis rather than passive? Could we
request this be forwarded to us actively rather
than have ua -~

CONGRESSWOMAN HECKLER: You mean the
draft reports?

MR, PRIAR: Yes, With a draft there
is usually a period of review where comments
can be made.

MR. DONAHUE: We can certainly give
you copies. There are deadlines set by Congress
which are very short,

MR, FRIAR: We don't want to wait for
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it,

MR, DONAHUE: You're going to have
to respond very quickly.

MR, GUERRIERO: When is your drafe
report due?

MR. DONARUE: It i8s due out mid-
November, We are supposed to have it done by
early December, We are supposed to have meet-
ings on a regional level in October without any
racommendation, Based on those regional meet-~
ings plus the data we have gathered from the
300 cities, we will have a month to put together
a draft report, and then December is the dead-
line for the final report to Congress,

MR, NOEL: Which brings me to a point
I would like to make.,

CONGRESSWOMAN HECKLER: Could we take
a brief recess for the stenographer first,

(Brief recess.)

CONGRESSWOMAN HECKLER: Are we raady
to resume?

MR. FRIAR: There was one point I

would like to make I mentioned it to a couple
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of people that I had talked to. That is, if
there is anyone who doesn't want to make a

formal prescentation now either because they're
uncomfortable doing so or because of financial
disclosure or what have you, I had guarantecd

to such people that you would be available
afterwards to hear whatever they might have to
say. So, if you would stay around for a few
minutes afterwards to give someone an opportunity
to come up, if they want to.

PROM THE PLOOR: We will be advised
of the public hearing that will follow, so state-
ments can be added at that time?

MR. BUCKLEY: There will be a public
notice in the paper.

MR, NORL: Just before we broke E4
brought up the problem of time constraints that
both he and the agency are under by Congres-
sional Mandate. That is, we have to report to
them by December of this year. So that any
information that you can provide us either by
way of this survey form or supplemental types

of correspondence is moat important., We have a
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very short time frame in order to integrate it
into the whole flow of the project.

MR, GUERRIERO: Are they to send
this information in? Does everyone know?

MR, BUCKLEY: Once I give them the
form, if they will return it to me, I will
make sure that Coopers & Lybrand receive
completed forms.

MR. GUERRIFRO: Are you going to pass
those out?

MR. BUCRLEY: I will have copies
drawn up and make sure they're distributed.

MR, GUERRIERO: We have made our
presentation, and we would like to have
Mr. Pat Harrington sum up most of what we had.

MR. BUCKLEY: Would you like to say
something?

MR, DONAHUE: I don't care when. I
have a few feelings I would like to express
also when he is done.

MR. PAT HARRINGTON: (Attorney,
United Merchants) I am an attorney. I have a

law office in Fall River. I represent United
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Merchants, but I think vhat I am going to say
that I represent nost of the people around the
table herc who got together the other day to
sort of go through and try to prepare for the
meeting here with the Congresswoman. I would
like to say at the outset that having had some
little knowlecdge about governnent, I think that
Congresswoman Heckler should be thanked profusely
for being on top of this particular issue, and
I personally know what it takes to know all of
the facts about a particular thing where you have
got 100 things in your office and the like. I
think you have done a great job here today. I
think without her we would not be here today in
this particular delicate political matter.

One of the things that was of some
interest since it was first introduced to us at
a meeting with Coopers & Lybrand the other day
wvas this scope of the work on this Industrial
Cost Recovery Study that Coopers & Lybrand is
doing. At that time we obtained from them a
copy of this thing, and thanks to Ralph ve got

a mimeographer, so we have had a chance to
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contract, and it's a very interesting contract.

I think the first paragraph or the first sentence
is worth quoting. "Primary objective of the
study is to examine with full public participa-
tion the efficiency of and need for the
industrial cost recovery provisions of the
Federal Waste Water Pollution Control Act,"”
Without going throuqgh the other nine pages of
things that you are supposed to change, Messrs.
Coopers & Lybrand, if you study those things in
the way theyv're set out here, we are convinced
that vou're qgoing to come out with the conclusions
which have heen expressed around this table today
because we think that the Congress and
particularly Congresswvonan Heckler who raised
these various cquestions, which incidentally were
not available at the time Coopers & Lybrand
originally came in to talk to us, but wecre sub-
sequently made available, if you addraess those
questions and you answer them fairly and honestly
with reference to the Fall River situation as has

been enumerated here today by people better
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qualified to speak about this than X am, I
think you're going to come out with a report
that indicates that obviously this particular
I.C.R. does discriminate against us, does
discriminate againat Fall River, and I think
all of the subjccitive, all of the statistical
data that you nced should be there and available.
In that connecticn, however, we have sone
reservations. Ve, at least I personally, have
had some expecrience with consulting firms, and
I realize they're doing a big job and mavybe
sometimes a bhroad brush treatment of a
particular subiect which requires some inten-
sive on-the~scene examination. Therefore, I
would like to request and get a public commit~-
ment, if I can, that bhefore this report gets
put into concrete form that a draft report of
this thing will be made available to this group,
a draft report of what Coopers & Lybrand is
going to submit, so that we can make some
intelligent comments uron that Araft report,
We will make available to you the

record of this meeting, so that you will have,
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since you haven't taken it down yourselves,

all of the input that has cone through this
meeting., UWe would like to have a chance to

sit down with you and with the EPA before this
raeport gets sct in concrete because I realize,
you know, the effect of these type reports on
the future action on this, and I don't want

the kind of report that says, well, we ran
through Fall River, you know, one Monday after-
noon, we listened to a lot of people, everything
was fine, and basically we give EPA what they
originally commissioned us to do. We don't want
that.

We want to have what we have said to
you here today in the record, and we want to
have a chance to comment on that record before
it becomes a Coopers & Lybrand report to
Congress,

Can we get that sort of commitment
out of you?

MR. DONARUE: First of all, I would
like to take the transcript of this meeting and

include that as part of our final report to the
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Congress because I think, if any significant
number of communities have spoken ocut as
forcibly as you all have about this issue,
it wouldn'’t be an issue,.

MR, HARRINGTON: No problem with
that.

MR. DONAHUE: Secondly, the drafts
of all our final reports will be available to
you, and we will be glad to meet with you. I
cannot guarantee that the recommendations we
put in willbe to your liking. I am not trying
to prejudice this, but we call shots as we see
them. We will be certainly glad to sit down
with you with our draft report which should be
available by Movember 15th.

MR. HARRINGTON: That is fine. We
havae no problem with that.

Who are you going to contact so we
will not have any problems with that?

MR. DONAHUE: Whoever you would like.

MR. BUCKLEY: I will,

MR. DONANUE: Fine. We will contact

Steve Bucklevy.
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IR, BUCKLEY: I will make those
coples of the report available to all of you.

MR. HARRINGTON: I would like to
offer this thought, too. That granted that
you're going to have a transcript of this record,
but if there are other matters or questions that
are raised that we haven't been able to go into
in detail, given the limitations of time and the
rest of it, I would hope that Coopers & Lybrand
would feel obligated somewhat to come back and
ask some other questions on the basis of the
transcript that has been presented here today
o2 the various industries that are represented
and also the other industries which were going
to file briefs with you who maybe are support
industries of the industry which we are now
talking about, but I would hope that you would,
instead of leaving something up in the air,
come back to us and ask us for our thoughts anad
opinions on that thing before you put this
thing in concrete and it goes back to EPA and
to the Congress.

MR. DONAHUE: Yes, sir,.
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‘IR, FARRINGTON: We would also like
to have available to us any meetings that you
are going to have anyplace in connection with
this matter., Ve would like to know when they're
going to be held and what the subject is going
to be., We would like to bhe on your mailing
list on all of those particular matters.

MR. DONAHUE: All of those are in
public., We have court reporters for all of
them and transcripts available for anyone who-
wants then.

MR. HARRINGTON: So they may be
available. If somebody doesn't tell us, we
don't know.

MR. DONAHUE: Our next public meeting
is on the 31st of August in Washington, D.C. at
EPA headquarters at 1:30 in the afternoon.

That is a progress report by Coopers & Lybrand
to the Advisory Committee made up of the

trade associations, the civiec groups, the
industrial groups and EPA.

MR, HARRINGTON: What will that

progress report be comprised of?
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1R, DONARUE: To tell them what we
have done, wvhat we have found, and we also
would like to give a discussion of the engineer-
ing and economic approach in looking at some of
the cluster industries.

MR. HARRINGTON: ill there be a
written report for that group at that time?

MR. DONAHUE: There will be documents
distributed, vyes.

MR. HARRINGTON: Can we get a copy of
those documents prior to that time?

MR. DONAHUE: I am not sure how far
prior to the meeting it will be finished. 1It's
not going to be finished until a couple of days
before.

MR. HARRINGTON: We have some interest
in attending some of these meetings. I don't
think you're going to get rid of us. (Laughter.,)

MR. DONAHUE: We're certainly not.

Wa are encouracing public participation.

MR. HARRINGTON: Do you have a list

now of the various meetings?

MR. DONAHUE: The dates for the ten
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regional meetings will be in late September
and early October.

MR, HARRINGTON: You're going to go
back to your advisory committee in Washington =~

MR. GUERRIERO: When is the one in
Boston?

MR. DONAHUE: We don't have a date
vet.

MR. HARRINGTON: Let me say one thing,
We have a very strong feeling that what input.
we give to you and what comes out of your shop
is going to make a great deal of difference to
this City and to the industries represented here
today, and so consequently, if ever there was a
reaport or a consultant type thing which requires
some real expertise, this is it. I think that
we would like to be part of that process all
along the way because we think, if we are part
of that process, we are going to come out of
this with positive conclusions.

MR. DONAHUE: We would like you to be
part of that process. That is why we gre here.

One thing I would like to point out
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as a caution is that as enthusiagtic as
Congresswonan Heckler is about the i{issue,
industrial n~ost recoveryv, we ara gqoing to make
a report to Congress through EPA ==~

CONGRESSWOMAN HECKLER: I an
enthusiastic about removing industrial
recovery cost.

MR. DONAHRUE: I'm sorry. I mean,
Conqress as a whole may or may not act on any
of our recommendations. She canspeak very
vocally as far as removing industrial cost,
but it will bhe up to Conoress to decida.

MR. HARRIMGTNM: One othar thing we
would like to address ourselves to is this.
There are two major issues. Can we get rid
of the Industrial Cost Recoveryvy? Maybe that
i3 beyond the state of the political art. If
we can't qget rid of it overall, can we get
a formula which takes into account all of the
factoras which have been plugged in around this
tahle so that those older, urban areas where
they have a significant probhlem because of

evarything you have heard here, because of
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imports, because of taxes, because of energy,
because of transportion problems, because of
energy problems, you name it, whatever it is
we've got it, can there be a formula cranked
through in terms of a recommendation that says,
look, it nay be great, it's probably not going

to impact some communities in the Midwest that

is going to build a $10 Million sewerage treat-
ment plantten years from now, it's not going to
be a problem, but for us right now you have a

$50 Million plant. As John Friar very eloquently
addressed himself to that problen, we might wind
up with two different things, We might wind up,
you know, number one, with a totally unacceptable
thing as far as local industry is concerned and,
secondly, not any industry there to support the
rlant. So you have those two things going.

Can we ask your agency to specifically
address yourselves to alternatives or exceptions,
whatever words you want to use, and that is
spelled out in your contract right here.

MR. DONAHUE: The recommendation that

we are going to make can range anywhere from
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doing nothing, leaving the law as it is presently
written, to outright abolition oxr, you know,
somewhere in between.

MR. HARRINGTON: My quess, speaking
contrary to some of the other people around this
table, knowing something about how the federal
government works, all-out abolition does not
happen on any sort of thing you're doing. So
the question comes down to the final analysis
can we make through what we are doing here a
persuasive case for being -~ As President Carter
has said, you know, he is in favor of helping
urban areas and so on -- can we make a persua-
sive case for exempting places like Pall River
from the impact of that I.C.R.

MR. DONAHUE: That could be one of
the recommendations we make., To use a formula
that says unemployment is over a certain level.

MR. HARRINCTOM: Well, will you comnit
yourselves to your own deliberations going
through that thinking?

MR. DONAHUFE: Yes, sir. We have to.

We wouldn't be doing a qood job if we didn't,
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MR, HARRINGTON: I just wanted to have
it on the record that you are going to do that,
whether it's an affirmative or negative state-
ment in this report as to whether or not we
should be exempted or one way or the other, I
would like to see that in the draft report. If
we haven't made a case and we have lost, okay.

I want that said, but I want somewhere in that
record a statement that you people have reviewed
comnents that we are making today. I am speaking
on behalf of everybody, I think, in this group,
that you reviewed those statemeats and that you
have either agreed with them or don't agree

with them, but we should have atfirmative state-
nents so when we go back to !ixrs, lieckler back
there in Congress we can say, okay, we either
did or didn't make the case. Then, at least,

we know there won't be a question whether you
did or did not address the issue.

COMGRESSWOMAN ILCKLER: That issue
seems to be settled.

MR. DOIIAHUE: There would be no doubt

we would address the issue in the report.
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"N, GUERRIFRO: You said there was
public hearinqgs, Was there a notice in any of
the Fall River papers? If there are public
hearings, who is directed in your office to
notify people?

MR. BUCRLEY: Tt wasn't a public
meeting.

MR, NMOEL: X think it needs explana~-
tion. We have two levels of study that we are
onaerating on here. One at the local level where
we come out to Fall River or Woonsocket or
Taunton, Fitchburg, Teampleton, Manssachusetts or
Portland, Maine. I presume, although I am not
too sure, Steve, vou have a nuhlic notice to
inform interested parties prior to the meeting.
The meetings we are having in Washington, we
have an advisory group of people that are at
the Washinqgton level, the American Frozen Food
Institute, the American Canned Food Association,
a whole list, if vou would, of lobbyists at that
level including the environmentalists such as
the Sierra Club and Clean Water Action Project

and such things as the Association qf
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Metropolitan Sewer Works Agencies, some national
and county officials, associations, and that is
the public hearing that E4d is alluding to that
is going to take place on August 31st and that
have taken place in the past.

CONGRESSWOMAN HFCRLER: So how can you
hope to get the true story from the people?

MR, NOEL: By coming here as we have
done?

CONGRESSWOMAN HECKLER: Have you had
any other meetings like this?

MR. DONAHUE: Yes.

CONGRESSWOMAN HECKLER: Where?

MR. DONAHUE: All over. There is
another meeting going on out in Stockton,
California. Wherever there has been any inter-
est on the part of industry to sit down and
talk, we have met.

MR. NOEL: The other point, the
operation that is going on now ostensibly is
a data gathering one. Clearly, we are going to
listen to you as you speak to us, but the real

point to discuss the issue is going to be at the
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regional meetings.

COMNGRESSWOMAN HECXLER: The law was
passed a year ago. A year has gone by. tWhen
did you come up with this survey? Two weeks
ago?

MR, NOEL: HNo,

MR. DOMAHUE: FPA gave a contract to
us in mid-May. It took us six weeks to try to
gather information which was the basis for the
scope of work for the contract. The beginning
of July we went out to collect data, visiting
cities.

CONGRESSWOMAN HECKLER: You can do it
in six months?

MR, DONAHUE: What?

CONGRESSWOMAN HECKLER: Your job.

MR, DONAHUE: Well, we're a big
company. Ve think we can do it in six months,

MR, NOEL: We have no choice. By law
it has to be in Congress in December.

CONGRESSWOMAN HECKLER: Like
Mr., Harrington said, we are not going away.

(Laughter.)
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MR,.. DONAHUE: You know, wa have an
interest. This isn't a conflict of interest.
We have an interest in Fall River. We are the
auditors-of the City of Pall River. We have
an interest in seeing that the City survives
financially. We would like to be paid.

CONGRESSWOMAN HECKLER: Then you know
our facts are accurate.

MR, DONAHUE: We are heavily involved
in the private sector. All of our business is
with the private sector, very little with
government. It was an uphill battle to persuade
the EPA we weren't biased in favor of industry
as opposed to the environmentalists. So we
are trying to be objective about it. So we do
understand the business world because we are in
the business worlad.

MR. HARRINGTON: But you stand the
chance the EPA could submit a report which is
different from yours on the basis that it is
different from what the agency hires you to do.

MR. DONAHUE: We do not intend to let

FPA sanitize our recommendations. We wouldn't
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MR. NOEL: If wa did try to do it,

I know what would happen. The report is being
done for Congress, not for EPA,

CONGRESSWOMAN HECRLER: I will say
I have not heard of this advisory group, and
I want to know what is the membership on this
advisory group, was there anyone from this
sector of the economy included, can it be
expanded, because I am quite surprised to know
that that group exists.

MR. DOMAHUE: It is a group of 35
organizations.

COMGRESSWOMAN HECKLER: I am just
worried about what the relative weight of
various individual interests would be on a
comnpetitive basis. I am going to look at that
list very carefully. I would just like to say
I think we are all about finished.

MR. KEN DUFAULT: I take exception
to the faét that I had to be notified by my
Congressman, which I appreciate very much, but

I don't think it's your responsibility, and I
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got a call <ron one of the industries., I
figure it's inportant erough for my people,
if you're doing a study, that you should at
least communicate with the pecople by whatever
method to let us know what is going on, so I
think we're starting off on the wrong foot,
number one.

Mumber two, does your study include
looking into the requirements of EPA itself?
I mean, we're talking everything after the
fact. One of their requirements is take dye
out of water which is scientifically impossible.
It can't hbe done. It's not a question of want-
ing to be done. It can't be done, Someone
from EPA in their wisdom, whether it was a
consultant firm, did an in-depth study, I
assume in a phone book, and cited Duro as one
of our more serious polluters. They're monitor-
ing on their property, and they haven't violated
anything yet, which leads to insurmountable
problems, "and they're not polluting. I took
part with Mr. D’'Amico from Duro with EPA, so

we're assuming the gods have spoken. You can't
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take dye out of water. How can this study be
effective if you're not even checking what
they're doing?

MR. DONAHUE: We're not environmental-
ists. We're busineasmen. The study asked us
to address the cost to industry and to local
governmaents to administer because of the cost
recovery. We are asking people what they're
paying for pre-treatment and what you're liable
to pay for pre-treatment. We're making the
assumption that is one of the costs that has to
be factored in determining whether the cost
recovery is there. We can't change pre-treatment
standards,

CONGRESSWOMAN HECKLER: That 1is not
within the purview of the study, unfortunately.

MR, DUFAULT: Well, it should be.

MR, DONAHUE: We're accountants, not
engineers.

MR. DENNIS ORVIS: (Chamberesof
Commerce) Three quick comments to back up what
Pat has said about the modifier because that

is probably where this I.C.R. might end up.
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One is that the majority of our larger companies
in Fall River are owned someplace else, and the
decisions on those companies will not be made

in Pall River. We have many splendid plant
managers fighting very hard to keep the companies
going in Pall River, but the decisions aren't
being made here. Industry makes its decisions
down the road four or five years. This new
plant won't be on line for three or four years
or whatever the time is, so the decisions being
made today affect the companies that are in town
novw, and we hope they will he here five years
from now.

The second point is that I have been
in Fall River 19 years. The lowest unemployment
rate I have seen was 5.9 percent. It's been as
high as 14. We haven't been the highest in
Massachusetts, but we have been in that
distressed area for as long as my memory will
saearve in Pall River. At the same time, CETA
is spending over $7 Million a vear in Fall River
training and finding jobs for people, so it's

been said before and it probablv ought to be
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reopeated here that we'rc walking on thin ice
here in Fall River. It makes no sense for the
government to spend $15 Million finding pecple
jobs when we're talking about a small item to
keep the jobs here in the firast place. I think
these are all important to what we are txying
to do.

MR, DONAHUE: Someone mentioned plants
that were considering expansion or having
second thoughts about it because of this and
other factors. That is particularly on this
industrial survey form one of the things we are
looking for. If you read the legislative
history that goes with the act, unemployment
particularly in older cities with distressed
economies is something we are really looking
for, so somebody, please, come up with informa-
tion showing where somebody has decided not to
expand production or cut back on production.

We really would like to get it. Ve cannot say
it*s going to be confidential because one of
the disclaimers we have to put up front in

order to make this a convincing report, the
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information supporting it has to be public,
We can't say to them this is the way it is and
then we can't give them any of the financial
data to back it up. I realize people may be
diasclosing information they don't like to dis-
close. They have to make that tradeoff. Any
information we get we don't intend to identify
specific companies in our report, not without
their approval anyway, but the general counsel
office from EPA has informed us under the
Freedom of Information Act anything we collect
in this study, if somebody asks for it, we can
give it to them the same way you're asking for
transcripts. Anybody can ask for it., So if
you have got the data and you don‘'t want it
disclosed, then, please, don't give it to us,

CONGRESSWOMAN RECKLER: Well, I think
we have covered ==

MR. BRIAN JAMES: (Mass, Divison of
Water Pollution Control) I have worked with
Mr. Swan_before. I don't know if you remember
me when I used to be out taking samples in the

l.ees River area.
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Industries are going to have to be
burdened with costs which have been, you know,
intimated here, not just on the I.C.R. Bysten,
but enforcement of the sewer use ordinances.
These are very basic. We have to protect the
collection system. We have to protect the
treatment plant, the pumping stations. Next in
line is going to be possibly even more stringent
pre~-treatment standards. There are a lot of
costs that these industries are going to have
to be bearing.

As far as the Division is concerned,
the I.C.R. system im a cost which we consider
probably at this point in time very excessive
bacause a lot of the industries are going to be
hit in a relatively short period of time with
major expenditures. We are more concerned with
getting the treatment plant on line, getting the
various industries to have compatible waste,
so that a $45 Million project down there is
going to do what it is supposed to do. Other-
wise, we are just going to be blowing away that

$45 Million.
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I feel that the Division has attempted
over the past 10 years to assist industry at
least to a certain degree. We tried several
years ago to have low interest loans for
industries, and apparently it was ruled
unconstitutional. Chapter 700 and 701, these
are where incentives are given as far as defray-
ing taxation and write-offs of eyuipment
associated with pre-treatment facilities.

The Commonwealth is very much concerned with
industry. We are also very much concerned with
the large urban centers. We are developing our
priority 1list.

Right now we are basically taking the
federal money which has been assigned to the
Commonwealth of Massachusetts and allocating
it throughout the Commonwealth. A very large
amount of this money has gone to the major
cities. PFall River is one of two major
projecte for relocation work as well as for
waste water treatment facilities, . I can
sympathize with you. We have our job to do.

We are mainly concerned with getting the plant
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built, trying to protect the environment and
something we can all live with.

I feel that as far as where we are
going at this point in time, I think I woulad
take a hard look to see what the ramifications
are going to be. We have had several major
treatmaent plants in Massachusetts where they
were designed for such loadings from industry,
and then all of a sudden the industry folded and
moved out of state. It creates a lot of problenms,

I think I would alsc like to submit =-
we willbe submitting a formal statemaent for the
transcript.

CONGRESSWOMAN HECKLER: I do appreci-
ate that., I would like to say really for myself
wa are going to have to take a very hard look
to see where we are going to place our priorities,
e do need a pure environment, as pure as it can
be compatibly with a growing economy. PFrankly
speaking, as one who has served, I voted for
environmental bills in Congress and with great
interest and firm support. I feel very strongly

that we squandered some of our best assets, but
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I really have to say that ultimately on this
issue and on other issues at this point the
survival of the economy is my first priority.
This has to be made compatible with the
environment., But, if people don't have jobdbs,
pure air and pure water are simply a luxury
they can't afford. Prankly, I think that this
is going to be the priority that many members of
Congress feel, but certainly any of us from
Massachusetts will have to take a hard look at
where our people will be employed, what job
opportunities are open for them and how we can
preserve that while seeking environmental goals,
and we do have to seek the environmental goals.

I am personally delighted the Indus-
trialists came today and the members of labor
and the labor representatives who spoke. I am
grateful to the representatives from the state
EPA and our regional office. FHe hasn't given
me his full title.

Mr. Donahue, T am delighted that you
are involved with the auditing of the City of

Pall River because yau can verify the accuracy
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I feel very strongly the purpose of
the amendment that I introduced was to force
EPA totake a hard look at the environmental
consequence of the I.C.R., I have received an
education from the people at this conference
table, As the figures emerged and as my
enlightenment proceeded, I could see there was
a tremendous struggle for survival in the City,
and this was a major factor. I am not inter-
ested in having a hearing for the City; I am
interested in finding a process of problem
solving. I am a bottom lines person. I want
to know how we are qoing toget from here to
there and how we are qoing to find an answver.
So, I quess we're going to look for certainly,
barring all-out success, the elimination of the
I.C.R. DBarring that, we will look for alterna-
tives and options. The problems of the City and
the accuracy of the statements here we don't
need to enumerate on. I do feel that there is
going to be a sincere effort on the part of

both EPA and the consultants and all of us to
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work together to resolve the problem. 2As I
see it, the crux of the matter is the data
gathering and the suggestions, solutions, the
options because this is a critical matter that
is critical for the future of the City, and
without it we are not going to have a tax base.
Massachusetts will not have tax revenues, We
will not have the money which we would need to
do the good things that need to be done in
society including improving the quality of the
air. 8So, I will continue to work with you, and
I thank all of you for vour time today.
{Applause.]

[Whereupon, the meeting was
adjourned.)



