Fiscal 2008 Preliminary Capital Budget Report


Agency Overview
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The Department of Environmental Protection's (DEP) major responsibilities are for the operation and maintenance of the City's water supply and wastewater collection system; enforcement of air, noise and water use regulations; the conveyance and treatment of storm water and sanitary flow; management of environmental issues and natural resource protection; and construction and reconstruction of the City's water-related infrastructure.

New York City's water supply is controlled by a network of 19 upstate storage reservoirs, three controlled lakes, three aqueducts, two downstate balancing reservoirs, two City water tunnels (Water Tunnel Number Three is under construction), the world's largest storage tanks and 5,773 miles of water mains which deliver 1.3 billion gallons of water a day to 9 million residents in six upstate counties and the five boroughs of New York City.  Wastewater is collected through some 6,320 miles of sewer pipes throughout the five boroughs.  The DEP maintains 90,000 catch and seepage basins to prevent flooding and sewer backups. The Department also operates 14 sewage treatment plants, 80 pumping stations, and treats approximately 1.7 billion gallons of sewage a day.

The DEP is funded (with the exception of air and noise functions) by two separate and independent entities, the New York City Municipal Water Finance Authority (Water Authority) and the New York City Water Board (Water Board), which were established in 1985.  The Water Authority was created to issue debt to finance the cost of capital improvements to the water and sewer system.  The Water Board was created to lease the water and sewer systems from the City and to establish and collect fees, rates, rents and other service charges for services furnished by the system to produce cash sufficient to pay debt service on the Water Authority's bonds and to place the Water and Sewer System on a self-sustaining basis.
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Current Budget Summary

The January 2007 Capital Commitment Plan includes $12.45 billion in Fiscals 2007-2010 for the Department of Environmental Protection.  This represents 26.5 percent of the City’s total $46.9 billion January Plan for Fiscals 2007-2010.  The agency's January Commitment Plan for Fiscals 2007-2010 is 60 percent greater than the $7.78 billion in the September Commitment Plan, an increase of $4.67 billion.  

Over the past five years DEP has committed an average of 72.0 percent of its annual capital plan.  Therefore, it is assumed that a sizeable portion of the agency's Fiscal 2007 capital plan will be rolled into Fiscal 2008 thus greatly increasing the size of the Fiscal 2008-2011 capital plan.  Since adoption last June, the Capital Commitment Plan for Fiscal 2007 has risen from $3.41 billion to $3.75 billion, an increase of $345 million or 10.1 percent.  

Currently DEP’s appropriations total $6.7 billion in city-funds for Fiscal 2007.  These appropriations are to be used to finance the DEP’s $3.71 billion city-funded Fiscal 2007 capital commitment program.  The agency has over 80 percent more funding than it needs to meet its entire capital commitment program for the current fiscal year.

The Department of Environmental Protection’s capital commitments for the last five years are shown below:

	FIVE YEAR HISTORY – CAPITAL BUDGET 

($ in millions)



	
	FY02
	FY03
	FY04
	FY05
	FY06

	CITY
	1,747
	1,373
	1,614
	2,337
	1,664

	NON-CITY
	124
	7
	59
	1
	40

	TOTAL
	1,871
	1,380
	1,673
	2,338
	1,704


The Adopted Four-Year Capital Plan is shown below:

	ADOPTED CAPITAL BUDGET – SEPTEMBER 2006

($ in millions)

	
	FY07
	FY08
	FY09
	FY10
	FY’s 07-10

	CITY
	3,229.0
	1,945.8
	1,222.4
	1,124.8
	7,522.0

	NON-CITY
	177.4
	28.0
	28.0
	25.0
	258.4

	TOTAL
	3,406.5
	1,973.8
	1,250.4
	1,149.8
	7,780.4


The Preliminary Four-Year Capital Plan is shown below:

	PRELIMINARY CAPITAL PLAN – JANUARY 2007

($ in millions)



	
	FY07
	FY08
	FY09
	FY10
	FY’s 07-10

	CITY
	3,705.7
	3,394.3
	3,092.9
	2,099.8
	12,292.6

	NON-CITY
	45.7
	109.8
	3
	0
	158.4

	TOTAL
	3,751.4
	3,504.1
	3,095.9
	2,099.8
	12,451.1


PRELIMINARY BUDGET ISSUES:
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The Administration’s January Capital Plan for Fiscals 2007 – 2010 is $5.25 billion greater than the Adopted Capital Plan from September, a 12.6 percent increase overall.  A majority of this increase, greater than $4.67 billion or 89 percent of the entire enhancement, can be attributed to increases in DEP’s capital program.  Deducting for the increases in DEP’s capital program, the City’s four-year plan has only increased by a modest 1.4 percent since adoption.  The capital increases are composed of the following components: a 51.7 percent increase ($328.4 million) in the plan for DEP Equipment, a 31.8 percent increase ($235.9 million) in the plan for Sewers, a 23.3 percent increase ($85.8 million) in the plan for Water Supply, a 66.9 percent ($2.04 billion) increase in the plan for Water Mains, a 65.2 percent ($1.96 billion) increase in the plan for Water Pollution Control.

· $201 million was added to DEP’s January Plan for the purchase of automatic meter readers.  The funds, $1 million in Fiscal 2007 and $100 million in the next two fiscal years, will be used for the acquisition and implementation of a new program to implement wireless technologies to improve accuracy in meter reading and enhance customer service.

· The one portion of DEP’s Ten-Year Capital Strategy that decreased in the January Plan is funding for Water Supply projects.  The $1.4 billion reduction in these projects has been offset by increases in funding for water mains.  DEP made the decision to reallocate funds from two large projects in the Water Supply budget to address other critical infrastructure needs.  These reductions include a $453.7 million reduction of the planned commitments for the dependability study for water supply and demand reduction.  This project was initiated in order to determine how to ensure that a sufficient supply of drinking water will continue to be delivered to New York City residents in the event that the aqueducts need to be shut down for maintenance or inspection.  At some point in the future the infrastructure carrying water from the Catskill and Delaware watersheds will need to be shut down for inspection cutting off a large percentage of city drinking water for a period of time.  The study is intended to develop a plan that will enable DEP to take critical water system components out of service, one at a time, for inspection and repair while still meeting demand.  In addition, the January Plan includes a $1.21 billion reduction for the Kensico – City Tunnel project, leaving only $239.4 million in the Plan for this project.   Funds for the Kensico project, currently in the final planning stages, would enable DEP to construct a 16-mile aqueduct between the Kensico Reservoir in Westchester County and the Hillview Reservoir in Yonkers.  

· Percentage wise, the largest increases in DEP’s Ten-Year Preliminary Capital Strategy accrued in the budget for sewers.  The planned commitments for the construction and renovation of sewers increased by $1.2 billion, or 80 percent, over the commitments planned in the plan released in September 2006.  Most of this increase is attributable to five new sewer projects added to the budget and increases to two existing projects.  Three of the new projects in the Plan with commitments totaling $427.6 million are for buildout of storm sewers in southeast Queens to ease persistent flooding problems that exist in that area.  These include $116.7 million for storm sewers on Baisley Boulevard, $155.3 million for storm sewers on Springfield Boulevard and $155.5 million for storm sewers in Rockaway.  The other two new projects in DEP’s sewers budget are for projects related to the Staten Island Bluebelt.  These include $99.2 million for the construction of wetland and other storm water control systems in Staten Island related to the Bluebelt and $60.0 million for land acquisition costs for the Oakwood Beach drainage are of the Bluebelt program.   In addition, $40.0 million has been added to the existing $42.5 million to cover increased land acquisition costs for the New Creek drainage area of the Bluebelt program.  The largest increase in DEP’s sewers budget in an additional $204.2 million for emergency contracts for sewers citywide (the majority of which occurs in the last years of the Ten-Year Plan).  This increase is the result of better estimates based upon historical annual expenditures.

· In sheer size, capital work on DEP’s water pollution control program including projects at each of the water treatment plants, exhibits the greatest increase in the January Plan, with an additional $3.21 billion planned over the ten years encompassed by the Plan.  Projects which make up the bulk of this increase include: $669.8 million for the construction of Newtown Creek water quality English Kills aeration facility and a nine million gallon storage tank for retention of combined sewer overflow (CSO) entering English Kills, $373.1 million for upgrades and improvement to Bowery Bay for improved compliance with State Pollutant Discharge Elimination System (SPDES) permit requirements, an additional $198.8 million for stabilization of Tallman Island for improved compliance with SPDES, $322 million additional funds for the increased cost of reconstruction of the grit, aeration and sedimentation tanks at the South Battery At Newtown Creek, $215.8 million for Owls Head upgrades for improved compliance with SPDES, $106.2 million additional funds for CSO abatement facilities at Tallman Island.

· $578.2 million was added to DEP’s January Plan for a new project that would enable DEP to integrate the 3rd Water Tunnel into the City’s water distribution system.
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