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Proposed Action

That the Metropolitan Council approves changes to the Service Availability Charge (SAC) policy, attached as
exhibit A.

Background

Market forces on corporations seeking potential expansion locations in the metropolitan area are pushing them to
be more competitive and thus lower their overall capital costs. The Minnesota Department of Employment and
Economic Development (DEED), in response to industry feedback about overall government imposed costs in
comparison to those required in other states, has contacted MCES about identifying ways to assist heavy water
and wastewater users lower their upfront capital costs.

The Council recently went through a public input process and then changed rules to allow communities the option
to transfer SAC credits under certain circumstances. In addition to that tool, DEED has asked MCES to explore
the option of allowing companies to defer the SAC payments due on a new site for up to 10 years as a way to
lower the upfront cost of development of new manufacturing facilities that will have a significant economic
impact on the State’s economy. Payment terms are not a matter of SAC rules but rather Council policy.

The proposed policy change will allow a voluntary deferral of SAC payments for a community where a substantial
economic issue is involved; and where the community takes the default risk, agrees to interest on the deferred
amount, and also agrees to defer its own local SAC fees, if any. Staff also proposes editorial changes to update to
the Council’s SAC policy — a redlined version of the Policy which shows the changes is Exhibit B.

Rationale
Providing this option to communities may help prevent jobs and tax base from moving out of the metro region.

Funding
If a business leaves the metro region, no SAC revenue at all will be collected. If this keeps a business here or
attracts one this is a gain of funding as well as an increase in our economy of scale for operations in general.

If a relocating metro business would have stayed in the Region even without this deferral, the Council will not
lose on this proposition as it will be made whole because the deferral will require interest — such that the same
SAC revenue is collected in real dollars. Because we have substantial funds in the SAC reserve the deferred
timing of the collection will not be a problem.

Known Support/Opposition
DEED requested and approves of this SAC deferral proposal.



Exhibit 2

q: Metropolitan Council

POLICY - SERVICE AVAILABILITY CHARGE

SecionMumber:  3-I-3 Total Pages: 2
Diept. Besponsible: WCES Office of Financial Manzzsment and Planning Effectve Date: #1198
Specizl Mote: Subordmate to 2070 Faner Resovrcas Management Revision No. 4 (draff)

Poiioy Plgn policies on "Fates and Charges”

I Policy:
Metropolitan Council Environmental Services (MCES) shall mamtam a nmmicipal
Service Availability Charge (SAC) system for finding the reserve capacity portion of the
Couneil s capital project expenses for the Metropelitan Disposal System (MWDS).

SAC rates shall be based upon MCES’s projected and actual reserved capacity, capital
project costs, residential equivalent connections (RECs) for commection directly or
mdirectly to the MDS, and the Couneil’s financing decisions (borrowing or pay-as-you-
go). Mumicipal SAC rates will be computed by staff and approved by the Couneil.

SAC wall be umform within the urban service area of the region. SAC for a Fural Growth
Center where the Coumeil owns a reatment facility will be based on the reserve capacity
of that plant and the Council’s wastewater debt service specific to the Center. SAC fora
Eural Growth Center where mterceptor facility(s) are owned by the Couneil will be the
urban SAC plus a charge based on the reserve capacity of the specific interceptor(s) and
the Council's wastewater debt service specific to the Center.

Execept in & nmlti-year economic downtum, the Couneil will sef rates to maimtain a SAC
reserve fund with a numnmm balance regquirsmeent at the end of each year. That mininmm
balance will be the average of the required SAC mansfer projected for each of the five
following years. Use of the nunimal reserve shall be allowed cnly in an economic
downtum or namral disaster and as approved by the Council.

MCES will maintain nmmicipal SAC Fules to assure consistent treatment of all
nmmicipalities in the region. MCES staff is authorized to maintain the SAC Procedure
Mamal, includmg the mles, and make editorial or non-substantive changes as needed.
MCES will review municipal records at least once every three years to assure
conformance and consistency to 1ts SAC Bules. The SAC Procedural Manual (available
on the Council’s website) is anthonzed as part of this policy.

MCES will maintain a credit system to tally reduced capacity demanded in a mumicipality
through the change of use on properties. These credits shall be allowed to offsat
nmmicipal SAC that would otherwise ocour for new development or new capacity
demand within the mmicipality.
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For issues of region-wide significance, SAC pavments by numicipalities may be
amortized over a period of up to ten years. Payments mmst melude interest and a
guarantee of payment by the numicipality.

At least every third year, MCES will review and report on the SAC program’s financial
perfonuance.

Purpose of policy:

Each year, capacity 1s reserved for and the costs of reserve capacity are allocated to
nmmicipalities that are either served by and discharging wastewater into the Mefropolitan
Disposal System or which will be served by and able to discharge wastewater directly or
mdirectly into the MDS. This policy provides for the establishment, implementation and
review of the mumnicipal SAC system.

Background and reasons for policy:

Thiz policy 15 based on Mimesota Statates 473517, subd. 3 and subd. 6 and case law
related to the numicipal SAC system. The 2030 Water Fesources Management Policy
Plan provides some addifional direction for the momicipal SAC rates. EPA User Charge
regulation 339292 requures a biennial review, but the ammal budget review meeats the
TUnImMNm reguirements.

Implementation/Accountability:

MCES"s Office of Finance is responsible for calenlating and recommending SAC rates to
the Couneil, and for the rienmal financial review of the program. In addition, the SAC
section within ES Finance is responsible for all Couneil determinations of SAC units,
mamamng all non-industnal SAC detenunation records, maintaming SAC mles and for
reviewing SAC fimetions in the nmicipalities. ES Finanece will negotiate agreements for
any deferral of SAC payments and keep records of these amortizations.

MCES"s Industrial Waste and Pollution Prevention section 15 responsible for SAC
reviews of penmitted industrial nsers and for keeping records on SAC baselines for
mdustry.

Fegional Adminisration’s Fiscal Services deparment 15 responsible for invoicing and
accounting for SACs.
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Exhikbit B

q: Metropolitan Council

POLICY - SERVICE AVAILABILITY CHARGE

SecionMumber:  3-I-3 Total Pages: 2
Diept. Besponsible: WCES Office of Financial Manzzsment and Planning Effectve Date: #1198
Specizl Mote: Subordmate to 2070 Faner Resovrcas Management Revision Mo, 31202025 4
(drafty

FPoitcy Flan policies on "Bates and Charges”
L Policy:

Memropolitan Council Envirenmental Services (MCES) shall maintain 2 mmmicipal
Service Availabality Charge (SAC) system for fundng the reserve capacity portion of the
Coumneil's capital project expenses for the hMetr Upc:-lrml Dhisposal System (MDS).

SAC rates shall be based upon MCES’s projected and actual reserved capacity. capital
project costs, residential equivalent connections (RECs) for commection directly or
mndirectly to the MDS, and the Couneil’s financing decisions (bomowing or pay-as-you-
go). Mumerpal SAC rates will be computed by staff and approved by the Couneil.

SAC will be vmform within the urban service area of the region. SAC for a Faral Growth
Center where the Council owns a treatment facility will be based on the reserve capacity
of that plant and the Couneil’s wastewster debt service specific to the Center. SAC fora
Fral Growth Center where mterceptor facility(s) are owned by the Council will be the
urban SAC plus a charge based on the reserve capacity of the specific interceptor(s) and
the Couneil's wastewater debt service specific to the Center.

Except in & nmlfi-vear economic downturn, the Couneil will set rates to mamtain a SAC
reserve fund with a numnmm balance regquireieent at the end of each year. That mininnm
balance will be the average of the required SAC mansfer projected for each of the five
following years. Use of the nunimal reserve shall be allowed only m an economic
downtum or namral disaster and as approved by the Couneil.

MCES wnll mamntain numicipal SAC Fules to assure consistent treatment of all
nmmicipalities i the region. MCES staff 15 autherized to mamtain the SAC Procedurs
Mamual, including the mles. and make Edjt.,:ria' of non-sibstantive changes as needed.
MCES will aedit review mmmnicipal records at least once every three years to assure
n:u:-n:-nume a.ud cusls,ter:nﬂr to 1ts 5-‘-‘;[: Eules. l'he SP CPr nn:edm'a "»’Ia.uual (av allaLle

on the C-:uunl:Jl s website) i3 adea&ed— authorized as pa.rt of TJ:IJ.' ]:n:uhm

MCES will maintain a credit system to tally reduced capacity demanded in a mumicipality
through the change of use on properties. These credits shall be allowed to offsat
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nmmicipal SAC that would otherwise ocour for new development or new capacity
demeand within the mmicrpality.

For 1zsues of resion-wide sizmificance. SAC pavments by nnmicipalities mav be

amortized over a peniod of up fo ten vears. Pavments nmst include intersst and a

guarantee of payvment by the nmicipality.

At least every ethar third year, MCES will review and report on the SAC program’s
financial performance.

Purpose of policy:

Each year, capacity 1s reserved for and the costs of reserve capacity are allocated to
nmmicipalities that are either served by and discharging wastewater into the Mefropolitan
Disposal System or which will be served by and able to discharge wastewater directly or
mdirectly into the MDS. This policy provides for the establishment. mmplementation and
review of the mumnicipal SAC system.

Background and reasons for poliey:

Thiz policy 15 based on Mimesota Statates 473517, subd. 3 and subd. § and case law
related to the numicipal SAC system. The 2030 Water Resources Managzament Policy
Plan provides some addifional direction for the municipal SAC rates. -EPA User Charge
regulation 339292 requires she a hiemmal review, but the ammual budget review meats
the nuninmm requirements.

Implementation/Accountability:

MCES’s Office of Finance 1s responsible for calculating and recommendmg S-L‘LC ratet to

the Cmm;:]l al:u:l for the amenmal f'nal:u:ml Teview afthe PTogram, ~Hass .
iiec. [n addition, thess SAC SAC

section within ES Finance is Ie=]:lou=1b1e for all Concil determinations of SAC unitsseed

for mamtaining all nen-industrial SAC determination racords.- mamtaming SAC mles

end for reviewing SAC fimctions m the mnmicipalities. ES Finance will negotiate

agreements for any deferral of SAC paviwents and keep records of these amortizations.

MCES’s Industrial Waste and Pollution Prevention section 15 responsible for SAC
reviews of permitted industrial users and for keeping records en SAC baselines for

mdustry.

Fegional Adminismation’s Fiscal Services deparanent is responsible for involcing and
accounting for SACs.
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