Testimony of Emily Lloyd
Commissioner, New York City Department of Environmental Protection
before the
New York City Council Committee on Environmental Protection
concerning the
FY 2017 Preliminary Budget

Committee Room — City Hall
Friday, March 11, 2016, 1:00 pm

Good afternoon Chairman Constantinides and Members. | am Emily Lloyd, Commissioner of the
New York City Department of Environmental Protection (DEP). | am joined today by First Deputy
Commissioner Steve Lawitts, Acting Deputy Commissioner for Public Affairs Eric Landau, and
Assistant Commissioner for Budget Joseph Murin, as well as other senior managers. Thank you for
the opportunity to testify on DEP’s Fiscal Year 2017 Preliminary Budget.

As you very well know, DEP has overall responsibility for the City’s water supply and sewer system,
including providing drinking water to all New Yorkers, maintaining pressure to fire hydrants,
managing storm water, and collecting and treating wastewater. In addition, DEP also regulates air
quality, hazardous waste, and critical quality of life issues, including noise. All of our water-related
expenses—~both operational and capital—are paid for with the money collected from the water and
sewer rate charge billed to all New York City property owners and authorized annually by the New
York City Water Board.

In May 2015, the NYC Water Board adopted a 2.97% increase, the lowest increase in 15 years. As
part of this year’s rate, a number of progressive changes to the rate schedule were introduced, all
aimed at providing significant benefit and assistance, including freezing the minimum charge of
$1.27 per day for the second consecutive year, which benefits more than 150,000 customers who use
fewer than 100 gallons of water per day. In addition, this year’s rate again included the Home Water
Assistance Program, first introduced in 2014, that provides a $116 credit annually to homeowners
who qualify for the federal Home Energy Assistance Program. This year, the program was expanded
to also include an additional 46,500 low-income senior and disabled homeowners who receive
Department of Finance property tax exemptions. Finally, this year’s water rate also included a 40%
return of the rental payment, and a commitment from Mayor de Blasio to return an additional 10%
annually until the rental payment is fully eliminated. The Water Board will be holding public rate
hearings for the FY 17 Water Rate the week of April 18", and | look forward to working with the
members of the Council to publicize those hearings.

Before | get to the substance of my testimony today, | want to briefly touch on the quality of New
York City’s drinking water. As Flint, Michigan struggles with its water quality crisis, | want all New
Yorkers to know that DEP’s staff are extremely diligent about the very issues that were sadly
neglected in Flint. DEP spends substantial time and resources testing the water quality from 1,000
water quality testing locations around the five boroughs, as well as testing water quality upstate in
our reservoirs, lakes, and tunnels. In total, DEP conducts over half-a-million water quality tests every
year.

While New York City’s water is virtually lead-free when it is delivered from our reservoir system,
water can absorb lead from pipes, fixtures, and solder (material used to join pipes) found in the



plumbing of some buildings or homes. DEP believes that a moderate percentage of homes in NYC
may have lead plumbing, such as lead service lines, which connect the property to the City’s water
main and are the responsibility of the property owner, or lead solder, which connects pipes together
inside the home.

To help reduce the risk that lead can dissolve from a homeowner’s plumbing/service line into their
tap water, DEP carefully monitors pH levels of the water and adds phosphoric acid, which creates a
protective film, reducing the release of metals from household plumbing.

Property owners interested in testing their water for lead can contact DEP for a free lead kit by
calling 311. Upon receiving the water sample, DEP will test the water and send the property owner
the results within 30 days. Should the results show an elevated level, DEP shares the results with the
Department of Health and Mental Hygiene, and the City will inform the property owner of some
recommended next steps.

Finally, as you know, we spend on average more than a billion dollars a year to maintain and further
improve and update our water supply system, including major capital projects such as the
Catskill/Delaware Ultraviolet Disinfection Facility, the Croton Water Filtration Plant, and City Water
Tunnel 3.

Key Accomplishments and Updates

Let me start by providing some context. Turning to our capital and expense budgets, | believe it
would be helpful to share some recent accomplishments, an update on our initiatives as part of
OneNYC, a brief overview of a number of performance metrics, and an update on key programs and
projects.

This past year we:

— activated the Croton Water Filtration Plant in the Bronx
— completed a $210 million rehabilitation and upgrade of the Avenue V Pump Station in
Brooklyn
— completed excavation of a $250 million water tunnel connecting Brooklyn and Staten Island
— completed construction and activated a $30 million interceptor sewer line to improve the
health of Flushing Bay
— began construction of Staten Island’s first Mid-Island Bluebelt
— oversaw the completion of all 5,300 registered buildings converting from Number 6 heating
oil
Update on OneNYC
Playing a major role in our activities is Mayor de Blasio’s OneNYC plan, released on April 22, 2014
and expanding on prior long-term sustainability plans for New York City, as well as on the work of

the de Blasio administration to date. OneNYC includes several initiatives that DEP is hard at work
on, including:

— Protecting the city’s water supply and maintaining the reliability and resiliency of the water
supply system



— Installing or repairing 500 water fountains and water bottle refilling stations across the five
boroughs

— Expanding green infrastructure and diversifying techniques for stormwater management in
neighborhoods across the city

— Reducing pollution from stormwater runoff

To meet the City’s water supply needs, New York City has a robust water supply infrastructure
investment program, including projects such as a new tunnel to bring water from Kensico Reservoir
to the Catskill/Delaware Ultraviolet Disinfection Facility, significant upgrades to the Hillview
Reservoir in Yonkers, and the optimization of the Catskill Aqueduct.

In 2015, as the City prepares for discussions with state regulators on renewing the Filtration
Avoidance Determination (FAD)—which allows the City to continue to deliver safe, unfiltered
drinking water to more than eight million residents—DEP completed a comprehensive assessment of
the existing program and of water quality trends. The summary confirmed that the programs and
investments NYC has made over the past decade in watershed protection and infrastructure have
maintained the high quality of our water supply. The City’s next FAD is expected in 2017.

In February 2016, DEP substantially completed construction of the first phase of a $1.0 billion
project to replace a leaking section of the Delaware Aqueduct. In the coming months, the City will
begin boring the 2.5 mile long bypass tunnel more than 600 feet under the Hudson River. As a result
of this project, water from the Delaware system will be unavailable for approximately six months
while the new bypass tunnel is connected to the existing tunnel. DEP has developed a comprehensive
program to ensure reliable water delivery during the construction period, including an expansion of
water conservation retrofits at 189 schools and 330 parks across all five boroughs in 2016. We
anticipate that the project will be completed in 2023.

A reliable water supply is only as valuable as it is accessible and readily available for all New
Yorkers. In 2015, the City launched a new program to install or repair 500 water fountains and water
bottle refilling stations citywide, encouraging residents to reach for tap water as their preferred
beverage both at home and on the go. An interagency task force selected three different models of
outdoor fountains that make it convenient for New Yorkers to fill their water bottles while in transit
across the city. The task force identified 30 schools and 42 parks as priority sites for the first phase of
installations, and has developed a GIS map to identify existing drinking fountains and potential
placement options moving forward. In 2016, DEP will oversee the installation or replacement of
fountains and bottle refillers in all schools identified for phase one of the program, and move forward
on additional drinking fountains and bottle refillers at the first tranche of identified park sites.

While DEP continues to be vigilant about protecting our water supply, we must also seek creative
ways to manage the water that falls onto our streets and enters our sewers and wastewater
infrastructure. Since the 1990s, the City has pursued a dual approach to alleviating flooding and
protecting our surrounding waters through an expansive build-out of gray and green infrastructure. In
2015, DEP advanced construction of green infrastructure in priority combined sewer overflow (CSO)
tributary areas, which represent the 60% of the city where stormwater from the streets is carried away
in the same sewers that drain sanitary waste. In 2015, DEP allocated $804.5 million in the Ten-Year
Capital Budget to build green infrastructure such as right-of-way bioswales and stormwater
greenstreets. DEP has constructed more than 1,000 right-of-way green infrastructure assets installed



citywide, and over 1,500 in construction, managing one inch of runoff from over 300 impervious
acres.

Alleviating flooding in Southeast Queens is a major priority for New York City. In 2015, Mayor de
Blasio and DEP announced a $1.5 billion program to substantially accelerate relief in Southeast
Queens by pairing traditional sewer construction with green infrastructure throughout the region. As
part of this effort, DEP launched an in-depth engineering assessment to evaluate on-the-ground
conditions within 50 of the highest complaint areas within Southeast Queens. Armed with this data,
DEP will identify near-term interventions that can provide relief to these property owners by the end
of 2016.

In parallel, DEP works closely with the Departments of Transportation, Parks and Recreation
(DPR), Design and Construction and the Economic Development Corporation to design and
construct green infrastructure in the public right of way. By the end of 2016, over 2,600 right-of-
way GI practices will be either in construction or fully completed. DEP also works with the
Department of Education and the School Construction Authority, as well as DPR and the New
York City Housing Authority, to identify opportunities for green infrastructure retrofits on
publicly owned properties around the city. To date, DEP has completed 10 projects with these
partners: five are in construction and nearly 200 more are under consideration.

While the City continues to make new strides in reducing CSOs, we are also developing a
comprehensive plan to address water quality from runoff in separately sewered areas. On July 31,
2015, New York State issued a Municipal Separate Storm Sewer System (MS4) permit for New York
City that requires the City to develop a stormwater management program plan over the course of
three years. Building on previous permit preparation and engagement efforts, DEP recently hosted
multiple interagency and stakeholder working groups to evaluate best practices and develop plans to
address issues such as floatables, good housekeeping for municipal facilities, and industrial and
commercial stormwater sources. DEP also worked with the Department of Sanitation and GreeNYC
to develop a media outreach campaign on litter, debris, and floatables, which was submitted to the
State in October 2015 and officially launched in February 2016.

In 2016, DEP will submit the first annual progress report on the development of the citywide MS4
stormwater management program plan, as well as an interim report on the development of the State
Pollutant Discharge Elimination System.

Operational Status and Performance Metrics

Water and Sewer Operations

DEP is maintaining its focus on preventive maintenance techniques, with the aim of improving
efficiency and the operations of our vast infrastructure network. For example, we are inspecting and
maintaining key valves and pressure regulators in our water system in order to reduce the potential
for water main breaks due to pressure changes. Additionally, our Sewer Operations and Analysis
Program cleans, repairs or replaces sewer segments with recurring issues. While sewers can
surcharge during major storms that exceed the design capacity of the sewers, we deploy resources to
ensure that the existing system consistently performs at the capacity for which it was designed.
Additionally, working with the Office of Emergency Management and the Departments of Sanitation
and Transportation, we pre-inspect historically flood-prone areas in advance of major rain events.




Beginning this July and ramping up through FY17, in accordance with recently passed and signed
legislation, DEP will be inspecting all 148,000 catch basins annually.

One key issue to highlight that the Committee is well aware of is the significant impact on sewer
backups that fat, oil, and grease buildup causes. While we have seen the percentage slightly decrease
this year, it still is the cause of approximately 66% of confirmed backups. Grease entry into sewers is
preventable and relies on choices made by individuals. Focusing on public education and outreach,
we have worked closely with schools, community organizations, and elected officials, to help reduce
the occurrence of grease being poured down the drain. Additionally, using Southeast Queens as a
pilot area, staff is distributing information door-to-door. By the end of the year, we project we will
have reached over 50,000 homes in these neighborhoods. Finally, our staff follows up directly with
restaurants in areas where there is persistent grease buildup in the sewers to ensure proper use of
grease traps. This focus on enhancing operational efficiency and targeting our resource deployments
has effected a positive trend in our metrics. Some key performance statistics showing changes from
FY 11 to FY 15 include:

— Sewer backup resolution time: 31% decrease

— Catch basin resolution time: 38% decrease

— Number of catch basins with open work orders: 58% decrease from July 2011 to June 30,
2015.

— Confirmed sewer backups: 47% decrease

— Sewer segments with recurring backups: 49% decrease

— Sewer segments with recurring backups in dry weather: 56% decrease

— Total sewer cleaning: 15% increase

Air/Noise

Since the passage of the updated Air Code last year, the City has met with agencies and external
stakeholders to craft the necessary regulations to implement the updated Air Pollution Control Code,
and DEP will promulgate new rules by the Code’s effective date of May 6, 2016. To enhance air
compliance and enforcement capability, DEP added eight new air and noise inspectors last year,
allowing us to deploy inspectors on weekends and evenings when many air and noise complaints
occur. These additions will also increase the number of inspections across the City, enabling DEP to
send inspectors to more events and projects to ensure compliance with the Air and Noise Codes.

Customer Services

As the Committee knows, DEP operates a customer service office in each borough, in addition to a
Call Center, to collect water and sewer rate payments, enroll customers in payment agreements, and
answer questions. Our call response time has slightly increased this year from 46 to 54 seconds,
primarily due to staff attrition early in the fiscal year. However we have recently increased the
number of staff from 21 last July to 33 as of January 2016, as well as hiring additional staff on a
quarterly basis. In addition, we continued to use a virtual Call Center, which allows for staff from our
borough offices to support the Call Center during peak periods. With this increase in staff and the
virtual Call Center, we have begun to see a decrease in call waiting time to 30 seconds in the second
quarter of FY16.




Key Programs and Projects

Green Infrastructure Program

Expanding further on our Green Infrastructure (GI) Program, DEP continues implementation of the
program, which incorporates different techniques to reduce stormwater runoff into the combined
sewer system and ultimately reduce CSOs as an alternative to gray infrastructure (building massive
tanks and tunnels). The GI program reflects the City’s goal to improve water quality, as outlined in
the NYC Green Infrastructure Plan, by reducing CSOs into waterways by 40 percent by 2030. In
Fiscal Years 2016 to 2019, $554 million is planned for various Gl projects on public property,
including in the public right of way, as well as the Green Infrastructure Grant Program, which funds
stormwater management projects for private property owners.

Some examples of Gl projects include permeable paving and rain gardens at City schools, parks, and
public housing, and most notably bioswales and stormwater greenstreets within City streets and
sidewalks. Bioswales look like enlarged and densely planted tree pits but are designed with specific
plants and soils and below-grade engineering that can soak up rain water. Bioswales “intercept”
storm water coming down the curb, preventing it from going into the sewer system. In addition, they
provide other important environmental benefits, including improved air quality and greening of
streets and neighborhoods.

DEP, with the support of the Economic Development Corporation and the Department of Design and
Construction (DDC), is designing and constructing green infrastructure in priority watershed areas of
the Bronx, Brooklyn, and Queens including:

— Hutchinson River, Westchester Creek, and Bronx River in the Bronx;

— Flushing Bay, Flushing Creek, parts of Newtown Creek, and Jamaica Bay areas of
Queens;

— Gowanus Canal, Newtown Creek, and Jamaica Bay areas of Brooklyn;

— Work in select areas of the East River and Open Waters watershed in all three boroughs;
and

— Future work is being planned for the Harlem River watershed that will include western
Bronx and areas of northern Manhattan

Automated Meter Reading

As the Committee knows, DEP began installing Automated Meter Reading (AMR) transmitters in
early 2009. AMR has played a vital role in ensuring that all property owners are appropriately and
accurately billed for their actual water usage, leading to significantly fewer estimated bills. In
January 2009, 17.4% of bills were estimated, while in February 2016, only 3% of bills were
estimated. As of February 25, 2016, AMR transmitters have been installed in over 819,000 meters,
representing over 97% of meters citywide (based on a citywide total of approximately 844,000 meter
registers).

Service Line Protection Program

As the Committee knows, the water and sewer service lines that connect homes to the City-owned
water and sewer mains are the responsibility of the homeowner. Repairs to broken service lines can
cost between $3,000 and $15,000, and can be financially devastating to a homeowner. Therefore, in
January 2013 we announced the availability of an optional Service Line Protection Program (SLPP).
Under the SLPP, American Water Resources (AWR) will cover repairs to an enrolled customer’s
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leaking water service line or a broken or clogged sewer service line. Homeowners who choose to
enroll in the program sign a contract with AWR and have the convenience of paying the small
monthly enrollment fees—currently $4.49 per month for the water service line and $8.47 for the
sewer service line—through their water bills. In a little over three years, over 205,000 customers
have enrolled in the Plan, with 97% of subscribers having enrolled in both the water and sewer plans.
These enrolled customers generated nearly 4,500 claims in Fiscal Year 2015, with SLPP coverage
saving them more than $16 million.

Land Acquisition

DEP is in the ninth year of the 10-year Filtration Avoidance Determination (FAD) secured in 2007.
Land acquisition continues to be an important part of our source water protection program, and DEP
remains on track to meet the land solicitation goals established in the FAD. We continue to prioritize
solicitation, taking into account the high levels of protection we have attained in many parts of the
watershed. Since 1997, DEP has acquired more than 145,500 acres of land in the watershed.

The Preliminary FY 2017 Budget

Turning now to our Preliminary FY 2017 Expense and Capital Budget:

Expense Budget

The projected Expense Budget for the current fiscal year, FY16, is $1.5 billion, including
approximately $261 million in Community Development Block Grant funds for the “Build it Back”
program, for which DEP serves as the contracting entity for the City. For FY17 we expect DEP’s
Expense Budget to be $1.2 billion.

The Preliminary FY 17 Expense Budget breaks down into the following large categories:

— $499 million (41%), in personal services to pay the salaries for our nearly 6,000 funded
positions
—  $732 million (59%), for other than personal service costs (OTPS), which includes:

= Taxes on upstate watershed lands, which account for $167 million or nearly 14% of the
expense budget. As you know, the ownership of watershed lands represents a critical
investment in maintaining the high quality of NYC’s drinking water by protecting it at
the source and ensuring that it does not require more expensive treatment, such as
filtration. | am pleased to report that we have successfully negotiated agreements with
upstate jurisdictions to make our tax obligations more stable and predictable and, in some
cases, to even reduce them.

= DEP’s energy costs, including heat, light and power, account for $107 million or 9% of
the FY17 Expense Budget. DEP is the third-largest municipal consumer of electric power
in New York City after the Department of Education and the Health and Hospitals
Corporation, and our consumption will grow as we bring online new treatment processes
for wastewater. To control energy costs and meet Mayor de Blasio’s major commitment
to reduce greenhouse gas emissions, DEP is investing in projects to reduce energy needs,
including a cogeneration plant at the North River Wastewater Treatment Plant.




= Chemicals are estimated to cost $55 million in FY17 or about 5% of the Expense Budget.
For drinking water, DEP continues to add chlorine and fluoride to Cat/Del water in order
to meet federal, state and city treatment requirements. Also for drinking water, the
treatment processes at the new Croton Water Filtration Plant require chemical additions.
Our wastewater plants rely on the addition of polymers and other chemicals to improve
removal rates and continue to disinfect their effluent with chlorine.

= Sludge management of the 1,200 tons per day is projected to cost about $45 million in
FY17, or about 4% of the Expense Budget.

FY17 Preliminary Four-Year Capital Plan (FY16-19)

DEP’s FY17 Preliminary Four-Year Capital Plan (Plan) is approximately $10 billion for FY16-19, as
presented by Mayor de Blasio on January 21, 2016. This is $1.7 billion, or a 21 percent increase, over
the FY 16 September Capital Plan of $8.3 billion.

Major changes in the Plan for Fiscal 2016-2019 include:

Gowanus Combined Sewer Overflow Retention Tanks

To significantly reduce the combined sewer overflow discharges into Gowanus Canal, $510 million
was added in the Plan to secure land, design two CSO tanks and construct one of the two planned
CSO tanks adjacent to the Gowanus Canal.

Hunts Point Wastewater Treatment Plant (WWTP) Digesters

A total of $155 million (an addition of $55 million and an acceleration of $100 million from FY20)
was added to replace the Hunts Point WWTP digesters. This includes $21 million for design, $20
million for construction management, and $200 million for construction to fully fund this project at
$241 million in the Plan.

Ashokan Reservoir/Olive Bridge Dam/Dividing Weir Bridge

An additional $97.7 million was added in the Plan to ensure continued compliance with New York
State dam safety regulations of the Ashokan Reservoir’s dams and dikes. This construction will also
ensure that selective withdrawals of water from the Ashokan Reservoir to the Catskill Aqueduct
(40% of daily supply) continue uninterrupted to New York City residents and the continued safety of
the public traveling over the Dividing Weir Bridge.

Additional highlights of the FY17 Preliminary Four-Year Capital Plan include:

Wastewater Treatment

The Plan projects a $4.1 billion investment in wastewater treatment projects, $2.8 billion of which is
for the upgrade, reconstruction or replacement of components of the wastewater treatment plants and
pumping stations.

The remaining $1.3 billion investment will be used to mitigate combined sewer overflows, with $570
million for green infrastructure such as green roofs and bioswales, and the remainder for gray
infrastructure, such as tanks and tunnels to store wastewater.



The above funding also includes $210 million budgeted for the construction of a new cogeneration
plant at the North River Wastewater Treatment Plant. The new cogeneration plant will use renewable
digester gas produced by the wastewater treatment process to both power equipment and heat the
facility. It will help us reduce our energy use and help the City meet the Mayor’s major commitment
to reduce greenhouse gas emission.

Reservoirs, Dams, Treatment Facilities and Water Mains

For FY16-19, the Administration is proposing to invest an additional $2.6 billion in protecting the
quality of our reservoirs and the integrity of our dams, providing for treatment where necessary, and
maintaining and repairing the water main system conveying potable water to all New Yorkers.

We have budgeted a total of $875 million for our upstate projects. Funding of $148 million is
provided for additional closeout work for the Croton Filtration Plant (inclusive of Parks projects),
and an additional $727 million for projects upstate, including the continuation of our current FAD
programs totaling $140 million (of which $85 million is for land acquisition) and $189 million for
the reconstruction of dams in our three watersheds.

There is $1.7 billion available for the replacement of in-City water mains, which includes $1 billion
in specific water main work, $277 million for the accelerated replacement of underground water
distribution infrastructure, $72 million for trunk-main work related to the sewer build-out in
Southeast Queens, $71 million for emergency contracts for water distribution, $66 million for DDC-
managed City Water Tunnel 3 connections, $65 million for state of good repair, and the balance of
$158 million for ancillary water main projects.

The Rondout-West Branch Tunnel and Water for the Future

Although this project extends even beyond the four-year FY16-19 period, the Plan provides over
$250 million for projects related to providing supplemental sources of water during the Delaware
Aqueduct shutdown. This funding includes $131 million to increase the capacity of the Upper
Catskill Aqueduct.

Long-Term Control Plans

There is $635 million of funding to cover planned consent-order work related to the Long-Term
Control Plans for combined sewer overflows and stormwater control. This is a portion of a larger
commitment being negotiated with DEC to invest $3 billion over 30 years to improve water quality
in designated water bodies. The most significant element of this commitment is $560 million in the
Four Year Plan for improvements to reduce CSO discharges into the Gowanus Canal. In addition,
DEP will undertake projects such as disinfection in Alley Creek, Hutchinson River, and Flushing
Creek and measures in other waterbodies yet to be agreed upon.

Sewers
The Plan for FY16-19 projects $2.5 billion of spending on sewers, which includes the build-out for
Southeast Queens for $584 million. In addition, there are:

=  $637 million for replacement of sewers (storm, sanitary or combined), including the Mayor’s
initiative for accelerated replacement;

= $1.3 billion for new sewers (of all types) of which;



o Storm sewers as a category by itself (either new or reconstructed) accounts for $1.2
billion of projected spending, of which $240 million is for high-level storm sewers;
and

o $304 million of the total is for both the conventional sewers and the lands necessary
to create Bluebelt systems, which are being extended beyond Staten Island to
Springfield Lake in Queens, Van Cortlandt Park, the Bronx Botanical Garden, and
other locations.

On behalf of the almost 6,000 employees of the Department, | want to express our appreciation for
Chairman Constantinides’s strong leadership, and our continued commitment to work closely with
the members of this committee and the Council as a whole.

This concludes my prepared statement. | thank you for the opportunity to present testimony today
and look forward to answering any questions you have.
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