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Council Communication 
 
 
 
 

 
 

To:    
 

Mayor and Village Council 

Through: 

 

From: 

Edward Koconis, AICP, Village Manager 

 

Greg Tindle, Wastewater Program Manager 

 

Date: 

 

February 9, 2012 

Subject: 

 

RESOLUTION  COUNCIL DIRECTION FOR WASTEWATER PROJECT SCOPE 

 

Background:  

In response to the Village’s Request for Proposals (RFP) for the Design-Build-Operate-

Finance (DBOF) of its Wastewater Collection and Treatment System (“Project”), the Village 

received proposals from Veolia Water (Veolia) and Reynolds Water Islamorada (Reynolds). On 

December 15, 2011, the Village Council selected Veolia as the highest ranked firm and directed 

staff to enter into negotiations with Veolia and provided a list of project scope modifications for 

inclusion in the Project.  These potential modifications included adding a deep injection well to 

the on-island treatment plant, enclosing the treatment plant for odor control, providing reuse, 

complete street overlays or paving, and elimination of shallow wells at the North Plantation Key 

Wastewater Treatment Plant (NPKWTP).  
  
During the Council meeting on January 12, 2012, the Village Council further directed staff to 

prepare a cost comparison between the on-island treatment alternative and the Key Largo 

Wastewater Treatment District (KLWTD) treatment alternative, and to further evaluate 

alternative wastewater treatment plant sites for the on-island option.   
 

Analysis: 

Pursuant to Council direction Village staff addressed the above-mentioned potential project 

scope modifications with Veolia.  A deep well could be included in the Project.  The inclusion of 

a deep well along with the elimination of shallow wells at NPKWTP resulted in 

decommissioning the NPKWTP as the most cost effective solution.   The entire treatment plant 

could be enclosed for odor control.  Street paving can be included, although the Village may 

desire to perform this as a separate public works project funded by transportation funds.  Reuse 

in Veolia’s original proposal was included to Founders Park from NPKWTP and could be 

provided to Founders Park from the new wastewater treatment plant should NPKWTP be 

decommissioned.  In addition, there is potential for a Village reuse system. 

 

A Village reuse system could provide reuse water along U.S. 1 or the Old Road on Plantation, 

Windley and Upper Matecumbe Keys.  Lower Matecumbe is not economically feasible to 
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include in a reuse system.  A preliminary reuse feasibility study is being conducted and the initial 

data indicates that a reuse system could be self sufficient and provide reuse to Village reuse 

customers at approximately 50% of FKAA potable water rates.  Preliminary findings indicate an 

average monthly water bill savings for the 31 largest potential reuse customers of approximately 

$2,500 per month. 

 

Preliminary pricing received from Veolia to include the additional work requested by Council 

increases the design-build cost to $110,000,000 to include a deep well, decommissioning of the 

NPKWTP and pumping and treatment of all wastewater flow at a single new plant, and enclosure 

of the entire new plant for odor control.  The 30 year Net Present Value (NPV) for 

operations/maintenance is projected to decrease to $49,228,470 resulting in a total 30 year NPV 

cost including design, build and operations/maintenance of $159,228,470.   These costs are 

preliminary and have not been negotiated.  

 

Comparison of Modified On–Island Option to KLWTD Option 

Per Council request a comparison of costs was performed between the on-island option, 

including the Project scope modifications requested by Council, and the KLWTD option.   The 

attached analysis (Attachment A) was based on the preliminary cost estimate obtained from 

Veolia and was conducted by Village rate consultant Tony Hairston.  The design-build cost of 

the KLWTD option is approximately $2.0 million less than the on-island option but the KLWTD 

operating costs are approximately $13.6 million higher based on the draft KLWTD interlocal 

agreement terms.  The net difference including both design-build and operations reflects that the 

on-island option would be $11.6 million less than the KLWTD option based on a 30 year 

analysis.    
 

In order for the KLWTD option to equate to the on-island option, with the modified on-island 

Project scope and price, the KLWTD capital payment would either need to be reduced or 

eliminated, and/or alternatively the wholesale treatment rate would need to be decreased from 

$5.28/1000 gallons (with insurance) to approximately $4.03/1000 gallons (with insurance).  

Under the present proposed terms in the current draft of the KLWTD interlocal agreement, it is 

estimated that monthly rates would be approximately $8.00 per month per EDU higher for the 

KLWTD option versus on-island option.  This difference in rates would diminish with the 

combination of either lower capital payments and/or a lower wholesale treatment rate from 

KLWTD. 

     

Wastewater Treatment Plant Site Alternatives.  

Per Council’s direction, several alternate treatment plant sites were identified and site plans 

developed by Veolia are included as Attachment B.  Additionally, the site plan for the Key Lime 

Property proposed by Veolia was modified to address concerns raised regarding the site.    

 

Key Lime Property; Industrial Zone (lowest cost alternative) -  The site plan for the Key Lime 

Property proposed by Veolia was modified to move the plant 300 feet off US-1 and includes 

complete enclosure of the plant for odor control. Veolia would be responsible for all site 

remediation or clean-up. Alternatively, the Monte Green Property in the industrial area is also 

available.  These sites allow for a possible Village reuse system and a deep well. 

 

Island Christian Church (ICS) – The Church has expressed interest in locating the treatment plant 

facility on their site.  This site allows for a possible Village reuse system and a deep well.  
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Constructing the plant at this location would cost approximately $3 million more than the 

proposed site within the industrial zone due to site conditions and differences, including a longer 

access road, a deceleration lane off U.S.1, remediation for hammock clearing, and increased fill 

required.   

 

North Plantation Key Wastewater Treatment Plant Site; Existing wastewater treatment plant.-   

Due to physical site constraints, this alternative site calls for maintaining operation of the 

existing plant and adding an additional plant to the expanded site. This alternative location would 

require purchasing three (3) adjoining parcels located within the block. This site would allow for 

a Village reuse system and a deep well. 

 

“Beach Site” – This site is located across from Founders Park on the Ocean side.  The Village 

owns a conservation property adjacent to the southwest.  The Plant could be located off U.S.-1 

and this site would allow for a Village reuse system and a deep well.  The current asking price 

for the property is $3.5 million. 

 

Founders Park Site – Located on Founders Park property behind the Administrative Services 

Building and Village-owned. There would be an impact to Founders Park during construction.  

This site allows for a Village reuse system and a deep well. 

 

KLWTD Option – This option would eliminate the need for a plant in the Village and includes a 

deep well. There would be no feasible Village reuse system availability.  This option would 

necessitate entering into a long term agreement with a third party and based on the current draft 

of the interlocal agreement the cost would be higher than on-island treatment options.  

 

Budget Impact: 

Expenditures for professional services for contract and Project scope negotiations were included 

in the current Fiscal Year Budget. 

  

Staff Impact: 

Finalizing Project scope, pricing, contract language and negotiations with KLWTD (if 

applicable) would be conducted by the Manager and Village staff, together with the Village 

Attorney and the Village’s wastewater consultants.  

  

Recommendation:   

Staff seeks further direction from Council on selection of a wastewater treatment option.  Should 

the on-island option be selected, direction is needed on final Project scope and pricing, and a 

wastewater treatment plant site location. Should the KLWTD option be selected, direction is 

needed on contract negotiation policy and capital and treatment rate payments with the KLWTD.   
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Public Resources Management Group, Inc.
Utility, Rate, Financial and Management Consultants

M E M O R A N D U M

TO: Ed Koconis, Village Manager

FROM: Tony Hairston, Rate Consultant

RE: Modified On-Island vs. Key Largo Net Present Value

DATE: January 25, 2012

As Rate Consultant to the Village of Islamorada, we have been requested to provide additional
information regarding the cost difference between the on-island treatment plant option
compared to the option to send all wastewater flow to the Key Largo Wastewater Treatment
District.

During the RFP evaluation process, the cost proposals of the various options (i.e., on-island
treatment versus Key Largo) were compared on a net present value basis.  The RFP committee
scored Veolia/AECOM has the highest ranked firm with on-island treatment as the highest ranked
alternative.  Part of the RFP evaluation criteria (up to 30% of the total ranking) was based on cost.
Since the Price Proposals included annual costs over a 30-year operations period, a net present
value analysis was completed in order to bring all future costs into current amounts. This is a
standard approach to evaluating future cash flows and provides a means of comparing differing
multi-year cash flows.

The analysis completed as part of the RFP committee for Veolia/AECOM’s on-island treatment plant
option was updated to reflect the Village’s updated pricing information now includes the
construction of a deep injection well and covered tanks at the new wastewater treatment facility,
and also reflects elimination of the existing North Plantation Key plant and shallow well.  Based on
these project changes, the following updated 30 year net present value amounts have been
calculated:
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On Island (Modified) Key Largo
Design-Build Contract $110,100,000 [1] $108,114,715 [2]
30 Year Operations –NPV [3] 53,456,902 [4] 67,082,273 [5]
Total Cost $163,556,902 $175,196,988

[1] Amount includes an on-island wastewater treatment plant with deep injection well, covered tanks,
and the elimination of the existing North Plantation Key plant.  Amount excludes finance,
administration, and other costs outside of the design-build-operate contract.

[2] Amount includes $11,500,000 capital payment to Key Largo Wastewater Treatment District.
Amount excludes finance, administration, and other costs outside of the design-build-operate
contract.

[3] Amounts based on 30 year cash flow of operating costs and renewals and replacements, assuming
3.0% inflation per year.  Future amounts are discounted 5.0% per year consistent with the
methodology used in the RFP evaluation.

[4] Reflects approximately $2.2 million annual contract operations cost (fixed, variable, and renewal
and replacement).

[5] Reflects approximately $2.9 million annual contract operations cost (fixed, variable, and renewal
and replacement).  Reflects 1.1 million gallons per day (mgd) average daily flow to Key Largo
Wastewater Treatment District at a rate of $5.28/1000 gallons including insurance at the Key
Largo Wastewater Treatment District (rate is $4.65/1000 gallons excluding insurance).

Based on the summary above, the difference of the net present value of the two updated
alternatives over a 30 year period is approximately $11.6 million as summarized below:

Key Largo Total Cost Minus On
Island Total Cost

Design-Build Contract ($1,985,285)
30 Year Operations –NPV [3] 13,625,371
Total Cost Difference $11,640,086

As shown above, the design-build cost of the Key Largo option is approximately $2.0 million less
than the on-island option but the Key Largo operating costs are approximately $13.6 million higher
based on the draft Key Largo interlocal agreement terms.  The net difference including both design-
build and operations reflects that the on-island option is $11.6 million less than the Key Largo
option based on the current terms.

In order for the Key Largo option to equate to the on-island option at the present project scope and
price, the Key Largo capital payment would either need to be eliminated, or alternatively the
wholesale rate would need to be modified downward from $5.28/1000 gallons (with insurance) to
approximately $4.03/1000 gallons (with insurance).  Under the present terms, it is estimated that
monthly rates would be approximately $8.00 per month higher under the Key Largo option versus
on-island option.  This difference in rates would diminish with the combination of either lower
capital payments and/or a lower wholesale cost from Key Largo Wastewater Treatment District.
Please contact me if you have any questions or need further information.














