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Preface

This cost-benefit analysis (CBA) study is conducted in the CITYWATER — Bench-
marking water protection in cities project. The CITYWATER project works to im-
prove the state of coastal waters and to strengthen civil servants’ capabilities to
better take into consideration water protection aspects in their work. In addition to
the CBA study, the CITYWATER project implements storm water management so-
lutions in three cities, develops environmental communication in the Baltic Sea re-
gion and promotes the Baltic Sea Challenge network. The Baltic Sea Challenge
network is an international network for local actors, e.g. cities and municipalities,
supporting their work for healthier local waters and the entire Baltic Sea. The CITY-
WATER project partners are the City of Helsinki (lead partner), City of Turku, Tal-
linn City and Tallinn University. The project is co-financed by the European Com-
mission Life+ programme (50%), the Finnish Ministry of the Environment and the
partners.

In addition to the CBA study, the cost-benefit analysis work package in the CITY-
WATER project included two workshops and several excursions to the case cities
participating in the study. The first workshop was arranged in March 2013 and the
second in April 2014 in Helsinki. The excursions to the cities of Turku, Lahti, Liepaja
and Pori and to the Port of Helsinki were made in autumn 2013—-winter 2014.

On behalf of the CITYWATER project and the City of Helsinki | would like to thank
everyone who has participated in the study, the workshops or the excursions. Es-
pecially | want to thank case city representatives in Turku, Lahti, Liepaja, Pori and
Helsinki for providing material and data for the case studies and for helping with
identification of the impacts. | would also like to thank everybody who gave valua-
ble comments on the study and this report, especially experts from the City of Hel-
sinki, University of Helsinki and MTT Agrifood Research Finland.

Eliisa Punttila
Project expert, CITYWATER

Helsinki, 17 December 2014



Summary

Cost-benefit analysis of municipal water protection measures: Environmental
benefits versus costs of implementation

The cost-benefit analysis study conducted in the CITYWATER — Benchmarking water
protection in cities project focuses on assessing the role of local actors, e.g. cities and
municipalities working in saving the Baltic Sea. The study consists of five case studies
representing differing water protection measures implemented by the municipalities
within the Baltic Sea catchment area: centralising of municipal wastewater treatment
to Luotsinméaki WWTP in Pori, an investment in new aerators in Liepaja WWTP, recep-
tion of sewage waters from ships in the Port of Helsinki, a constructed stormwater
wetland in Lahti and agricultural buffer zones in the city of Turku. The study aims at
providing information on the impacts of municipal water protection measures, the en-
vironmental benefits in monetary terms and the net benefits gained by the society. The
main research method is cost-benefit analysis, which assesses the potential of
measures to increase social welfare by comparing their overall benefits and costs dur-
ing their lifespan.

The results from the case studies show that local actors are in a crucial role in protect-
ing the Baltic Sea. Remarkable nutrient load reductions are achieved by investments
in WWTPs in Pori and Liepaja as well as port reception facilities in Helsinki, but also
natural solutions such as stormwater wetland in Lahti and agricultural buffer zones in
Turku were estimated to reduce nutrient load rather efficiently. The reductions have an
impact both on the state of the Baltic Sea and the local waters, such as lakes, rivers
and coastal waters. In addition, case measures can also provide various other benefits,
for example energy savings, reduced climate emissions, biodiversity and recreational
values.

If the state of the Baltic Sea remains poor in the future, the value of single nutrient
reductions is very high. In this case, the studied measures seem to provide substantial
positive net benefits, suggesting that they are clearly worthwhile from the society’s
point of view. However, if a good state of the sea will be achieved in the future, the
overall benefits would be higher, but additional nutrient reductions become less valua-
ble while the state of the sea improves leading to a decrease in the value of the esti-
mated net benefits or to even negative net benefits depending on the measure in ques-
tion. Although a comprehensive sensitivity analysis was performed, the results include
some uncertainty related to the prediction of future impacts and the lack of data. Many
important local impacts were identified but only some of them were possible to meas-
ure and monetise and thus the net benefits are likely underestimated. Hence, the quan-
titative results should be taken as rough estimates.

In conclusion, different kinds of water protection actions around the Baltic Sea are
needed: the protection of the Baltic Sea should be seen as an entirety and every single
measure is an important part of it. The study encourages implementing diverse water
protection measures both by the coast and elsewhere in the catchment area and to
prefer measures that provide multiple benefits. It also suggests putting effort on local
water protection research, in order to enable taking local impacts into account in deci-
sion-making concerning water protection, even at the Baltic Sea level. The study rec-
ommends using a cost-benefit analysis and the Baltic Sea Challenge network as sup-
portive tools for implementing new water protection measures.

The CITYWATER project aims to promote implementing water protection actions to
improve the state of the local waters and the Baltic Sea. The project is realised in
collaboration between the Cities of Helsinki, Turku and Tallinn, as well as Tallinn Uni-
versity. The project is co-financed by the EU Life+ financial instrument.



Yhteenveto

Kustannus-hyodtyanalyysi kunnallisista vesiensuojelutoimenpiteista: Ymparis-
tohyodyt vastaan toteuttamisen kustannukset

CITYWATER — Benchmarking water protection in cities -projektissa toteutetussa kus-
tannus-hyoétyanalyysissa tarkastellaan paikallistoimijoiden, kuten kuntien ja kaupun-
kien, roolia ItAmeren suojelutydssa. Tutkimus sisaltaa viisi tapaustutkimusta erilaisista
vesiensuojelutoimista, joita kunnat ovat toteuttaneet Itdmeren valuma-alueella: jateve-
denpuhdistuksen keskittdminen Luotsinmaen keskuspuhdistamoon Porissa, inves-
tointi uusiin ilmastimiin Liepajan jatevedenpuhdistamolla, laivajatevesien vastaanotto
Helsingin satamassa, rakennettu hulevesikosteikko Lahdessa ja peltojen suojavythyk-
keet Turussa. Tutkimuksen tavoitteena on tarjota tietoa kunnallisten vesiensuojelutoi-
mien vaikutuksista, rahamaaraisista ymparistbhyodyisté ja yhteiskunnan saamista net-
tohyddyista. Tutkimuksen padmenetelma oli kustannus-hyoétyanalyysi, joka arvioi toi-
menpiteiden potentiaalia liséata yhteiskunnan hyvinvointia vertailemalla niiden elinkaa-
ren aikaisia kokonaishyotyja ja -kustannuksia.

Tapaustutkimuksen tulokset osoittavat, etta paikallistoimijat ovat keskeisessa roolissa
Itdmeren suojelussa. Investoinnit jatevedenpuhdistukseen Porissa ja Liepajassa seka
laivajatevesien vastaanottoon Helsingissa tuovat merkittavia ravinnepaastévahennyk-
sia. Myos luonnollisten ratkaisujen, kuten Lahden hulevesikosteikon ja Turun suoja-
vyOhykkeiden, arvioitiin vahentavan ravinnekuormitusta verrattain tehokkaasti. Ravin-
nepaastojen vahennyksella on vaikutusta seka lahivesien, kuten jarvien, jokien ja ran-
nikkovesien, ettd Itdmeren tilaan. Liséksi, tutkitut toimenpiteet tarjoavat myos lukuisia
muita hyotyja, esimerkiksi energiansaastoja, vahennyksia ilmastokuormituksessa, bio-
diversiteettivaikutuksia ja parantuneita virkistysmahdollisuuksia.

Jos Itameren tila pysyy heikkona tulevaisuudessa, yksittédiset paastovahennykset ovat
hyvin arvokkaita. Tassé tapauksessa tutkitut toimenpiteet nayttavat tuovan suuria po-
sitiivisia nettohyotyja ja olevan taten yhteiskunnallisesti selvasti kannattavia. Jos tule-
vaisuudessa saavutetaan meren hyva tila, sen kokonaishyddyt ovat suuremmat, mutta
yksittdisen paastovahennysten arvo kuitenkin pienenee meren tilan parantuessa.
Tama laskee yksittaisen toimenpiteen tuomaa nettohyotya ja joidenkin toimenpiteiden
tapauksessa johtaa jopa negatiivisiin nettohyoétyihin. Tuloksille suoritettiin kattava herk-
kyysanalyysi, mutta niihin siséltyy silti jonkin verran epavarmuutta johtuen tulevaisuu-
den vaikutusten ennustamisesta ja aineiston rajallisuudesta. Nettohy6dyt ovat toden-
nakoisesti aliarvioita, koska monia tarkeité paikallisvaikutuksia tunnistettiin, mutta vain
osa niista oli mahdollista mitata ja arvioida rahamaaraisina. Taman vuoksi kvantitatii-
visia tuloksia tulee pitaé karkeina arvioina.

Johtopaattksena voidaan todeta, ettd monenlaisia toimenpiteita eri puolilla Itamerta
tarvitaan: Itmeren suojelu tulee ndhda kokonaisuutena ja jokainen yksittdinen toimen-
pide on tarke& osa sita. Tutkimus kannustaa erilaisten vesiensuojelutoimien toteutta-
miseen seka rannikolla ettd muualla valuma-alueella ja suosimaan toimenpiteita, jotka
tuovat moninaisia hyotyja. Tutkimuksen mukaan paikalliseen vesiensuojelututkimuk-
seen tulisi panostaa, jotta paikalliset vaikutukset voidaan ottaa huomioon vesiensuo-
jelua koskevassa paatoksenteossa, myo6s Itameren tasolla. Tutkimus suosittelee kus-
tannus-hyo6tyanalyysia ja Itdmerihaaste-verkostoa uusien vesiensuojelutoimien toteut-
tamista tukevina tydkaluina.

CITYWATER-projektin tavoitteena on edistaa Iltameren ja lahivesien tilaa parantavien
vesiensuojelutoimien toteuttamista. Projekti toteutetaan Helsingin, Turun ja Tallinnan
kaupunkien ja Tallinnan yliopiston yhteistyond, ja se saa rahoitusta EU:n Life+ -ohjel-
masta.



Sammandrag

Kostnadsnyttoanalys av kommunala vattenskyddsatgarder: Miljonytta kontra
kostnader for implementering

Kostnadsnyttoanalysen har utférts inom ramen for projektet CITYWATER — Bench-
marking water protection in cities och undersoker vilken roll lokala aktérer, t.ex. stader
och kommuner, har i arbetet for att skydda Ostersjon. Undersokningen omfattar fem
fallstudier dar kommuner inom Ostersjons avrinningsomrade har implementerat vat-
tenskyddsatgéarder: centralisering av avloppsvattenrening till Luotsinméki centralre-
ningsverk i Bjoérneborg, investering av nya luftare i vattenreningsverket i Liepaja, mot-
tagning av avloppsvatten fran fartyg i Helsingfors hamnar, en konstruerad vatmark i
Lahtis och skyddszoner langs akrar i Abo. Syftet med undersékningen &r att ge kun-
skap om effekten av kommunala vattenskyddsatgarder, den monetéra miljonyttan och
den samhadlleliga nettonyttan. Med kostnadsnyttoanalys som huvudsaklig undersok-
ningsmetod kunde atgardernas potential for att 6ka samhallets valfard bedomas ge-
nom att jamfora de sammantagna nyttorna med de sammantagna kostnaderna under
atgardernas hela livscykel.

Fallstudierna visade att lokala aktorer har en central roll i att skydda Ostersjon. Inve-
steringarna i vattenrening i Bjérneborg och Liepaja samt mottagningen av fartygsava-
loppsvatten i Helsingfors leder till betydande utslappsminskningar. Aven naturliga l6s-
ningar, s& som dagvattenvatmarken i Lahtis och skyddszonerna i Abo, uppskattades
minska naringsbelastningen relativt effektivt. Naringsutslappsminskningen har bety-
delse saval for de lokala vattendagen - sjoar, dar och kustvatten — som for Ostersjons
tillstdnd. Dessutom medfor de undersokta atgarderna flera andra nyttor, t.ex. energi-
besparingar, reducerade klimatutslapp, 6kad biodiversitet och férbattrade rekreations-
majligheter.

Om Ostersjons tillstand forblir svagt &ven i framtiden, ar enskilda utslappsminskningar
mycket vardefulla. Om sa ar fallet verkar de undersokta atgarderna féra med sig stor
positiv nettonytta och ar darmed samhalleligt klart Isnsamma. Uppnar man daremot ett
gott tillstdnd i Ostersjon i framtiden blir de sammanlagda nyttorna stérre, medan vérdet
pa en enskild atgard sjunker i och med forbattringen av tillstandet i havet. Detta medfor
en sankning av nettonyttan for enskilda atgarder och leder for vissa atgarder till negativ
nettonytta. En omfattande kanslighetsanalys utférdes, men resultaten innehaller trots
den en del osakerhet pa grund av uppskattningar av framtida effekter och begréans-
ningar i tillganglig data. Vardet pa den uppskattade nettonyttan ar antagligen i under-
kant, eftersom manga av de identifierade lokala effekterna inte var mojliga att mata
och monetarisera. Foljaktligen skall de kvantitativa resultaten betraktas som grova
uppskattningar.

Sammanfattningsvis kan konstateras att olika atgarder runt Ostersjon behovs: skyddet
av Ostersjon skall ses som en helhet, dar varje enskild atgard utgor en viktig del.
Undersokningen uppmuntrar till implementering av olika vattenskyddsatgarder bade
langs kusten och inom andra delar av avrinningsomradet och till att framja atgarder
som samtidigt ger flera andra nyttor. Undersokningen fastslar aven att man borde in-
vestera i vattenskyddsforskning for att battre kunna beakta lokala effekter i beslutsfat-
tande om vattenskydd, aven pa Ostersjoniva. Studien rekommenderar kostnadsnytto-
analys och natverket Ostersjoutmaningen som stod for att implementera nya vatten-
skyddsatgarder.

Malsattningen for CITYWATER-projektet ar att framja implementeringen av vatten-
skyddséatgarder som forbéattrar Ostersjons och de lokala vattendragens tillstand. Pro-
jektet férverkligas som ett samarbete mellan staderna Helsingfors, Abo och Tallinn
samt Tallinns Universitet och delfinansieras av EU Life+-programmet.



Kokkuvote

Omavalitsuste veekaitsemeetmete tasuvusanallilis: keskkonnakasude vordlus
elluviimise kuludega

Projekti «<CITYWATER — veekaitsemeetmed Ladnemere linnades» raames labi viidud
tasuvusuuring keskendub kohaliku tasandi tegutsejate s.t. linnade ja omavalitsuste
toole Ladnemere kaitseks. Uuring vaatleb viit ndidet, mis esindavad erilaadseid
omavalitsuse poolt ellu viidud veekaitsemeetmeid L&&nemere vesikonnas:
omavalitsuse reoveepuhastuse tsentraliseerimine Luotsinmaki puhastusjaamas Poris,
uute aeraatorite soetamine Liepaja puhastusjaamas, laevadelt reovee vastuvétmine
Helsingi sadamas, sadevete jaoks rajatud mérgala Lahtis ning pdllumajanduslikud
puhvertsoonid Turu linnas. Uuring pltdab pakkuda teavet omavalitsuse
veekaitsemeetmete méjude, keskkonnakasude rahalise vaartuse ja tihiskonna saadud
kogukasu kohta. Peamine uuringumeetod on tasuvusanaliiis (cost-benefit analysis),
mis hindab meedete potentsiaali suurendada Uhiskondlikku heaolu, v@rreldes nende
Uldiseid ning eluea jooksul kogunevaid tulusid ja kulusid.

Naidisjuhtumid kinnitavad, et kohaliku tasandi tegutsejad on L&&nemere Kaitsel
vOtmetahtsusega. Pori ja Liepaja reoveepuhastitesse tehtud investeeringud, aga ka
sadamarajatised Helsingis, tdid kaasa markimisvaarse toitainete koormuse
vahenemise. Looduslikud lahendused nagu maérgala Lahtis ja puhvertsoonid Turus
aitasid samuti tdhusalt kaasa toitainete koormuse vahenemisele. Koormuse
vahenemise mdju on margata nii Laanemere kui ka sinna suubuvate siseveekogude
nagu jogede ja jarvede seisundist. Lisaks pakuvad vaadeldud meetmed muidki
kasusid, naiteks energiasaastu, vaiksemaid kliimaemissioone, suurenenud elurikkust
ja puhkevaartust.

Kui Laanemere seisund jaab ka tulevikus nigelaks, on iga tksiku toitainete koormust
vahendava tegevuse moju oluline. Sel juhul pakuvad uuritud meetmed olulist
kogukasu, viidates, et Ghiskonna jaoks on tegu selgelt kasutoovate tegevustega. Kui
aga Laanemeri saavutab aja jooksul hea seisundi, on kogukasu suurem, kuid iga
toitainete koormust vadhendav tegevus on mere seisukorra paranedes vaiksema
kaaluga. See viib tegevuste kogukasu vahenemiseni v8i isegi negatiivse netotuluni,
sOltuvalt meetme olemusest. Kuigi viidi labi ulatuslik tundlikkuse analtius, sisaldavad
tulemused mdningas maaramatust, tulenevalt tuleviku mdjude ennustamisest ja
andmete nappusest. Tuvastati mitmeid olulisi mjutusi kohalikul tasandil, kuid vaid
moningaid oli vBimalik mddta ja rahaliselt valjendada, seega on kogutulu tdenéoliselt
alahinnatud. Nii tuleks uuringu kvantitatiivseid tulemusi votta ligikaudsete
hinnangutena.

Kokkuvodttes vajab Laénemeri erilaadseid veekaitsemeetmeid: Ladnemere Kkaitset
tuleks vaadelda tervilikuna ning iga tegevust selle olulise osana. Uuring julgustab
rakendama erinevaid veekaitsemeetmeid nii rannikualadel kui mujal vesikonnas ning
eelistama neid meetmeid, mis pakuvad laialdasi kasusid. Raport soovitab panustada
ka kohaliku veekaitse alastesse uuringutesse, vBimaldamaks veekaitse alaste, sh
Laanemere-kaitse alaste, otsuste langetamisel votta arvesse mdojusid kohalikul
tasandil. Uuring soovitab uute veekaitsemeetmete ellu viimisel kasutada toetava
vahendina nii tasuvusanallisi kui ka Laanemere valjakutse vorgustikku (Baltic Sea
Challenge network).

Projekti CITYWATER eesméark on toetada veekaitsemeetmete elluviimist, et
parandada siseveekogude ja Ladnemere seisundit. Projekt viiakse ellu Helsingi, Turu
ja Tallinna linnade ning Tallinna Ulikooli koostoos. Projekti kaasrahastab Euroopa Liidu
programm Life+.



1 Introduction

1.1 Background

The Baltic Sea is the second largest brackish water body in the world in terms of
water volume, but at the same time is very sensitive due to its shallowness, low
salinity and slow replacement of water. Eutrophication is the main threat to the
Baltic Sea ecosystem (The Baltic Sea Portal, 2014). According to the latest as-
sessment by the Helsinki Commission, HELCOM (2014d), almost the entire Baltic
Sea is suffering from eutrophication (Picture 1). The eutrophication of the Baltic
Sea is driven mainly by nitrogen and phosphorus over-enrichment in water due to
external nutrient load from riverine inputs, atmospheric deposition, direct discharge
to water and runoff from diffuse sources (HELCOM, 2014d). Municipal waste water
treatment plants, industry, fish farms and shipping produce point source nutrient
load while diffuse nutrient load sources are originated from agriculture, forestry and
storm waters (HELCOM, 2011). Nutrient over-enrichment causes excessive
growth of algae and plants, algae blooms, oxygen depletion in bottom waters, de-
creased visibility and changes in composition of species (HELCOM, 2014d; The
Baltic Sea Portal, 2014).

Picture 1. Eutrophication status of the Baltic Sea in open and coastal sea areas in 2007—
2011 (green = good ecological status; red = less than good ecological status, based on
EU classification) (modified from HELCOM (2014c))

Although it is commonly known that the main reason for eutrophication is the ex-
cess nutrient loads caused by human activities, the state of the Baltic Sea has not
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been restored to a good ecological level because reduction of nutrient loads has
turned out to be challenging. Because the sea is common to 14 states, eutrophi-
cation is also a common problem, and all states in the Baltic Sea catchment area
should be involved in the protection. Although there are guidelines and recommen-
dations on what should be done to improve the state of the sea (e.g. EU Baltic Sea
Region Strategy, the Water Framework Directive, the Marine Strategy Framework
Directive, The Baltic Sea Action Plan by HELCOM), they are not powerful enough
to reduce nutrient loads efficiently. Joint protection is challenging for many rea-
sons, for example, because the impacts become apparent in delay and the division
of benefits and costs of protection is asymmetric (e.g. BalticSTERN, 2013;
Hyytidinen & Ahlvik, 2014).

To achieve a good ecological status of the Baltic Sea in the future as described in
the Baltic Sea Action Plan, a nutrient reduction scheme by HELCOM, the total an-
nual nitrogen load should be reduced by 118,000 tonnes and total annual phos-
phorus load by 15,000 tonnes (HELCOM, 2013). Although HELCOM has state-
level targets, the reductions are realised through water protection measures imple-
mented on a local level. Nutrient loads to the Baltic Sea may be reduced by taking
measures both by the coast and on land, since all nutrient load reductions within
the Baltic Sea catchment area have an impact on both the state of the Baltic Sea
and the local waters, such as lakes and rivers. In other words, when local actors,
e.g. cities and municipalities, are implementing water protection measures to re-
duce nutrient load to their local waters, they protect the Baltic Sea at the same
time. Thus local actors are in a crucial role in saving the Baltic Sea.

It is important to protect the Baltic Sea, because it provides many kinds of benefits.
In the Baltic Sea catchment area there are living over 84 million people from 14
states (HELCOM, 2011), all using the common sea and benefiting from it more or
less. As an example, in many Baltic Sea countries about 80-90% of people are
used to spending their leisure time on the Baltic Sea by swimming or walking or
picnicking (Sodergvist et al., 2010, pp. 25-28). SEPA (2008) identified in total 24
different ecosystem services that the Baltic Sea provides. These ecosystem ser-
vices consist of well-known services like food and recreational opportunities that
provide direct benefits for people, but also supportive and regulative services that
are essential in sustaining the balance of the marine ecosystem. Eutrophication
has shown to have an impact on the ecosystem functioning negatively by decreas-
ing habitat provision, diversity and even resilience of the sea. This means de-
creased food supply and recreational opportunities among others (SEPA, 2008).

Decreasing eutrophication in the Baltic Sea provides notable benefits, but it also
costs. The benefits should be taken into account when deciding on resource allo-
cation regarding the water protection, but how much money should be put on water
protection, if we want to use our budgets effectively? The environmental benefits
for people can be measured in monetary terms by economic valuation methods to
enable comparison of the benefits and the costs of environmental protection. The
BalticSTERN (2013) study evaluated that the total benefits of achieving a good
ecological status of the Baltic Sea would be at least 3800 million euros for the
citizens around the Baltic Sea. These benefits were estimated using the contingent
valuation method with a survey on willingness to pay for improved state of the Baltic
Sea among citizens of nine coastal states (Ahtiainen et al., 2012). The costs of
achieving these reductions by the most cost-effecient allocation of measures would
be 2300-2800 million euros annually (BalticSTERN, 2013). The monetary benefits
exceed the costs, and thus, the protection of the Baltic Sea increases social wel-
fare. In fact, the net benefits are even higher if the benefits from the improved state
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of local waters would be included (Ahlvik & Ahtiainen, 2014). In addition, the pro-
tection provides many ecological benefits that have intrinsic values and are not
possible to measure in monetary terms. However, with no water protection actions
any of these benefits are not achieved.

1.2 The objectives of the study

As discussed above, protection of the Baltic Sea appears to be worthwhile in gen-
eral. However, there is lack of information on the role of local actors, e.g. cities and
municipalities working for saving the Baltic Sea. Which and how large impacts can
be related to municipal water protection measures? How are they affecting the
state of the local water systems or the state of the Baltic Sea? How large are the
environmental benefits gained compared to the costs of these measures? Are the
measures worthwhile from the perspective of social welfare? This study aims to
search for answers to these questions, through studying five case measures that
cities and municipalities have implemented: improvements in waste water treat-
ment plants in the cities of Pori and Liepaja, reception of sewage waters from ships
in the Port of Helsinki with no special fee praxis, a constructed urban wetland in
Lahti and agricultural buffer zones in Turku (Table 1).

Table 1. The CITYWATER cost-benefit analysis study aims to find answers to the study
questions by performing cost-benefit analysis on five case studies in four themes of water
protection

Wastewater treatment Wastewater discharge in harbours
Case Luotsinmaki WWTP: Centralising of municipal Case Port of Helsinki: Wastewater reception
wastewater treatment as a collaboration of munici- from passenger ships with no special fee
palities

Case Liepaja WWTP: Investment in new aerators
and PC-program

Questions concerning municipal water protection measures
Which and how large impacts can be related to municipal water protection measures?
How are municipal water protection measures affecting the state of the local water systems or the
state of the Baltic Sea?
How large are the environmental benefits gained compared to the costs of these measures?
Are the measures worthwhile from the perspective of social welfare?

N2

Cost-benefit analysis on five case studies in four themes

Natural stormwater management Agriculture

Case urban wetland in Lahti: Constructed wetland Case buffer zones by the river in Turku: Special
functioning as a natural stormwater management condition in lease contracts to establish buffer
system in a residential area zones on city-owned fields
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The aim of this study is to provide information on the environmental and other im-
pacts and their monetary values, as well as the net benefits of five different munic-
ipal water protection measures. The research method, cost-benefit analysis (CBA),
focuses on the social consequences of measures by comparing overall benefits
and overall costs accruing for society during the lifespan of a measure. Important
phases in the CBA are to identify and predict all potential impacts, e.g. environ-
mental benefits, and turn them into monetary values. There are several economical
methods to assess the monetary value of environmental benefits for people by
estimating their willingness to pay for improvement in the enviroment. Having in-
formation about the potential positive and negative impacts and their monetary val-
ues may support and promote discussion about new water protection measures.
When talking about water protection, a holistic view and a long-term perspective
are needed.

The cost-benefit analysis is a method that has been developed to support decision-
making (e.g. Boardman, Greenberg, Vining, & Weimer, 2013). In the CBA all rele-
vant impacts from the whole lifespan of a project or policy are quantified and turned
into monetary and present values, to sum them up into net present value. The net
present value will tell if the overall benefits exceed overall costs, or, in other words,
is the project or policy worthwhile. This kind of an economic approach is needed in
environmental discussion because it is a way to compare environmental projects
with other projects when a city or municipality is deciding how to allocate the re-
sources. The CBA can broaden the discussion also by providing a holistic, long-
term assessment from a society’s point of view.

The results will give useful information for planning new projects, and, of course,
positive results will promote their implementing. Positive results may also attract
new cities, municipalities and other organisations to take part in the water protec-
tion work for saving the common Baltic Sea and to join the Baltic Sea Challenge
network, a network for local actors to improve the state of the local waters as well
as of the entire Baltic Sea.

1.3 Selection of municipal water protection measures for the
analysis

In this study, the focus was decided to be put on stormwater management,
wastewater treatment, wastewater discharge in harbours, and agriculture, because
cities and municipalities have good opportunities to do water protection work within
these themes. In order to achieve the study aim of providing useful information for
cities and municipalities to support their water protection work, criteria for choosing
the case measures were the following. In order to maximise the usefulness of the
results, the measures should represent diverse, exemplary and easily applicable
water protection measures. Thus, the cases were selected within different themes,
both large and small and from shore and inland, and from different parts of the
Baltic Sea region. In addition, the cases should have been implemented voluntarily,
not only by legislative demands. Lastly, it was decided to choose only case
measures that were already implemented, because then realised costs and other
information were available to use in the analysis.

The criteria mentioned above were used in searching for the case measures for
the cost-benefit analysis. The main searching method was contacting municipali-
ties and asking if they had implemented some potential measures within the four
themes and asking them to participate in the analysis with their case. Contacted
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municipalities included Baltic Sea Challenge partners in Finland and also in the
Baltic States where it was decided to contact directly on municipal wastewater
treatment plants. Depending on the cities’ interests and possibilities to participate
in the study, three case measures from from Pori, Liepaja and Lahti were chosen
in this way to be studied in the cost-benefit analysis (Figure 1).

= Pori
o Lahti
Turku Y4
¥ Helsinki
He Mk
Oslo
Stockholm Tallinn
Mckoe
=liepaja
KanuHuHrpan Vilnius

200 km
100 mi @ OpenStreetMapin tekijat

Figure 1. Location of the case cities (modified from OpenStreetMap contributors, 2014)

One of the three cases was the investment in new aerators to improve the effi-
ciency of the biological treatment process and decrease the energy consumption
in Liepaja WWTP. The second measure was chosen from the Pori region where
wastewater treatment was centralised to Luotsinmaki WWTP in Pori. The third of
these measures came from the Finnish inland City of Lahti, where a wetland was
constructed to retain and purify the storm waters in the residential area.

In addition, two case measures from Turku and Helsinki (Figure 1) were picked up
from the common Baltic Sea Action Plan of the cities Helsinki and Turku (The Baltic
Sea Challenge, 2014). One of them was the Port of Helsinki which had invested in
port reception facilities and receives sewage from passenger and cruise ships with
no special fee system. The sewage is treated in the municipal WWTP in Helsinki.
The other measure comes from the City of Turku, which leases its agricultural land
to the local farmers with the special condition in the lease contracts of establishing
buffer zones on the fields by the river.
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1.4  Structure of the report

The report is structured as follows. Chapter 2 illustrates what cost-benefit analysis
is about. It gives an overview about the cost-benefit analysis as a research method,
why it is needed and what phases the analysis includes. In this chapter it is also
told in general terms how the analysis of each case study was performed, including
descriptions of how environmental benefits were monetised and how the sensitivity
analyses were performed. Furthermore, chapters 3-7 include the case studies in-
troduced above. In these chapters the potential impacts related to the case
measures are first listed and then the material and methods used in each case
study are described. In addition, the cost-benefit analysis results and discussion of
each case study will be found from these chapters. Lastly, chapter 8 includes the
summary of the results from case studies, general conclusions and discussion and
chapter 9 recommendations as to how the information provided by this study could
be utilised.
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2 Overview of the cost-benefit analysis

In this study, cost-benefit analysis (CBA) is used to estimate the overall benefits
and costs of five water protection measures that are implemented by cities and
municipalities. In CBA all relevant impacts, at the present and in the future, will be
quantified and turned into monetary terms, benefits and costs, which are dis-
counted to present values. This way the environmental impacts in the future can
be compared with the current costs when both are in the same value. The sum of
the discounted benefits and costs, net present value, gives information on how
worthwhile water protection measures are in the long term from the perspective of
the whole society. In other words, net present value answers the question, did the
water protection measure lead to efficient resource allocation and to an increment
in social welfare.

In this study, cost-benefit analysis focuses on measures that were already imple-
mented, and thus it is an ex post analysis. Ex post analysis provides information
not just about a particular measure but also about the similar measures, and thus
supports learning about them (Boardman et al., 2013, p. 3). Ex post analyses are
usually performed to assess whether the excepted results were achieved after the
implementation, what impacts occurred and whether the measure was worthwile
of implementing (HM Treasury, 2003, pp. 45-48). However, it is more common to
perform the cost-benefit analysis before the implementation, and then it is called
ex ante analysis. Ex ante analysis gives information on whether the project would
be worthwhile to be implemented, or which one of the alternative projects should
be chosen (Boardman et al., 2013).

The ex post analysis aims at providing feedback for decision-making, through the
results and the recommendations of the evaluation (HM Treasury, 2003, pp. 45-
48) and thus, it suits well with the study aim of providing information about imple-
mented water protection measures. Measures that succeed well in the analysis
provide good ideas and encourage decision-makers to implement new projects,
and projects that lead to negative CBA results can teach about the reasons of fail-
ure and how the similar measures could be implemented in a more efficient way.
The results can be applied in planning new water protection projects, for example
in assessing the environmental impacts, benefits and costs of measures. However,
there might be very different types of measures within one theme, so it must be
kept in mind that the cases which were chosen for this analysis represent single
examples of measures within different themes and the results of a particular project
must not be generalised too widely.

2.1 Steps in the cost-benefit analysis

The first step in this study was to search for municipal water protection measures
to study. The choices were made among the objectives (p. 12). The set of selected
cases included two wastewater treatment plants in Pori (Finland) and Liepaja (Lat-
via), one harbour in Helsinki (Finland), one stormwater solution in Lahti (Finland)
and one agriculture-related measure in Turku (Finland). The cases are specified in
more detail in chapters 3—7. This step was also the first step in performing the CBA,
where the main phases are (Boardman et al., 2013, p. 6):
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Specify the set of alternative projects

Decide whose benefits and costs count

Predict the impact categories, catalogue them, and select measurement
indicators

Predict the impacts quantitatively over the life of the project

Monetise all the impacts

Discount benefits and costs to obtain present values

Compute the net present value for each alternative

Perform a sensitivity analysis

Make a recommendation

wnN e

©oNo A

The ex post cost-benefit analysis focuses on measures that are already imple-
mented. It studies whether a situation where all the impacts are already occurred,
or a situation where some of the impacts are occured and some of the impacts are
expected to occur in the future. Steps 2—6 focus on assessing these impacts. The
case studies will be limited only to the implemented measures, which means that
if there were any alternative measures planned to be implemented, they are only
discussed and not analysed.

2.2 ldentifying and measuring the impacts

Whose benefits and costs count, depends on the implemented measure. Some-
times the answer is simple: in this study the investment and annual operating costs
of the water protection measures are paid by the municipality or municipal com-
pany. But more challenging and also an essential question is who will get the ben-
efits from reducing nutrient load into the Baltic Sea by single local water protection
measure. Some measures may have visible local impacts on water quality, but due
to the transportation of the nutrients, the impacts are more extensive than just local.
The nutrient load reduction of a single water protection measure is also a small
part of the total nutrient load reduction that is required to achieve a good ecological
status of the Baltic Sea as a whole. However, the impacts are identified and dis-
cussed case hy case.

Identification and prediction of the impacts are probably the most challenging parts
of the analysis, as well as deciding which of them are relevant. In each case study
chapter, the potential positive and negative impacts have been first identified and
then is discussed which of them are relevant within the studied case measure and
is it possible to measure them within existing data and include them in the analysis.
The identification of impacts gives useful information when similar measures are
considered in municipalities.

Then, to assess the total impacts of the measure’s lifespan, the impacts are first
estimated for each year using different impact indicators. For example, costs are
measured in euros (in the value of 2013), the eutrophication reduction indicators
are the reduced amounts of nitrogen and phosphorus (kg N; kg P) and the climate
impacts indicator is the amount of CO;-equivalent tons unreleased to the atmos-
phere (tons COz-eqv). Measuring and predicting future impacts is explained in
more detail for each case — including the discussion about the case-specific
lifespan.
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2.3 Monetising environmental benefits

Monetising the environmental benefits can be done by using existing benefit esti-
mates from economic valuation studies. The economic valuation of environmental
benefits aims to quantify people’s willingness to pay (WTP) for improvement in
ecosystem services (see e.g. Hanley, Shogren, & White, 2007). It should be noted
that the valuation methods measure how much people value the ecosystem ser-
vices, not what is the intrinsic value of the ecosystem. There are several methods
to evaluate the benefits for people, and they can be classified to stated and re-
vealed preferences methods. In stated preference methods people are asked di-
rectly their WTP (contingent valuation method) or asked to choose one of the given
alternatives (choice experiment). The revealed preferences method seeks to re-
cover estimates by observing the behaviour in related markets, from house mar-
kets for instance (hedonic pricing method) or from travel expenditures (travel cost
method). (Hanley et al., 2007, p. 322.)

In the case of the Baltic Sea, Ahtiainen, Artell, and Czajkowski (2014) performed a
comprehensive contingent valuation (CV) study where citizens from all nine states
around the Baltic Sea were asked their willingness to pay for achieving the im-
proved state of the sea defined in the Baltic Sea Action Plan (BSAP). Ahlvik and
Ahtiainen (2014) prepared for the CITYWATER project a report in which they cal-
culated the marginal benefit estimates for nitrogen and phosphorus for each sea
basin of the Baltic Sea. The calculations were based on the CV survey data (Ahti-
ainen et al.,, 2014) and marine model of nutrient dynamics (Ahlvik, Ekholm,
Hyytidinen & Pitkanen, 2014) which estimates the impacts of nitrogen or phospho-
rus reduction on each sea basin depending on the location of the reduction. The
marginal benefit estimates were calculated for two scenarios of the future devel-
opment of the nutrient reductions to the Baltic Sea:

1. BSAP scenario, in which the nutrient reductions follows the BSAP targets
set by HELCOM (2014b)

2. BASELINE scenario, in which the current level of water protection is main-
tained, but no additional actions are made

Marginal benefit estimates in net present values are listed in Table 2. The marginal
benefits depend strongly on the sea basin where the nutrient reductions are carried
out, the nutrient (nitrogen or phosphorus), and the scenario of the future develop-
ment of the nutrient reductions. In the BASELINE scenario, the future state of the
sea is poor, and one unit nutrient reduction today is very valuable. In the BSAP
scenario, then, the state is improved and one unit nutrient reduction is less valua-
ble. In both scenarios the marginal benefits decrease in time as the state of the
sea improves for the same reason. However, the total benefits of the Baltic Sea
protection are higher, the higher is the level of the protection and the better is the
state of the sea. The marginal benefit estimates are likely underestimates, because
the benefit estimation was unable to take into account the benefits gained from
improved water quality of coastal and inland waters. (Ahlvik & Ahtiainen, 2014.)
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Table 2. Aggregated marginal benefits of reducing one additional unit (kg) of nitrogen and
phosphorus to each sea basin in 2014 euros (Ahlvik & Ahtiainen, 2014)

Nitrogen Phosphorus
Baseline Baltic Sea Baseline Baltic Sea

development Action Plan development Action Plan

development development
Bothnian Bay 39.0 1.4 611.5 98.0
Bothnian Sea 46.8 1.7 634.3 75.9
Baltic Proper 38.9 1.8 515.8 63.5
Gulf of Finland 64.0 3.8 757.9 88.0
Gulf of Riga 83.7 4.0 1028.6 93.5
Danish Straits 50.0 2.4 2124 47.0
Kattegat 44.9 2.0 2394 27.3

The benefits from reducing climate emissions come from avoiding the climate
change damages, such as decrease in agricultural productivity and health and
property damages due to flooding. The social cost of carbon (SCC) defines the
marginal cost of climate change, i.e. the long-term social cost in present value from
releasing one additional unit of carbon into the atmosphere, or the avoided cost
from reducing one unit of carbon emissions. (Tol, 2011; US EPA, 2013.) Tol (2011)
reviewed 311 estimates for SCC in his meta-analysis. According to his study, there
is a lot of variation in the estimates. Because the distribution is left skewed and has
a long right tail, the average estimate ($177 per C-ton) is higher than the modal
estimate ($49 per C-ton). When splitting the sample by only peer-reviewed, equity
weighted, uncertainty analysed or to the newest studies, the standard deviations
decrease and average estimates for SCC are between 68 and 168 dollars. Also,
the higher the discount rate, the lower the average and standard deviation. Due to
the large variation of SCC estimates, the range of SCC estimates for the CBA is
cut from the distribution of SCC estimates. The 50™ percentile is 116 dollars, and
33 and 67" percentiles respectively 35 and 213 dollars. When converting these
estimates into marginal cost of carbon dioxide and expressing them in 2014 euros,
they are respectively 23.9; 7.2 euros and 43.9 euros?.

2.4 Calculating the net present value

The next step is discounting and summing up all benefits and costs (Boardman et
al., 2013, p. 12) into present values (PV) of benefits (B) and costs (C) by following
the equations 1.1 and 1.2. In the equations, B; and C; are the costs and benefits at
the time t, and r is the interest rate. Discounting takes into account the decrease in
interest in future impacts compared to present impacts. The discount rate that was
used in this study was 3.5%, as was suggested by European Commission (2008),
but also other discount rates (1% and 6%) are tested in the sensitivity analysis.

! The converting was done by dividing the mass of the carbon ton by the mass of the sim-
ilar amount of material of CO2, and turning 2011 USD into 2014 EUR (Bank of Finland,
2011; Official Statistics of Finland (OSF), 2014).
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PV(B) = ;—(1 o (1.1)

PV(C)_;(””t (1.2)

The result of the CBA, net present value (NPV) is the difference between the net
present values of benefits and costs (Boardman et al., 2013, p. 13):

NPV = PV(B) — PV(C) (1.3)
The net present value is one way to measure social efficiency in cost-benefit anal-
ysis studies but alternative economic performance indicators also exist. The Euro-

pean Commission (2008, p. 57) suggests three possible economic performance
indicators (Table 3):

Table 3. Economic performance indicators (European Commission, 2008)

Indicator Abbreviation | Definition Decision-making
criterion
Economic net present ENPV Discounted benefits | ENPV > 0
value minus discounted
costs
Economic internal rate ERR Discount rate that ERR = social
of return gives zero-value discount rate r
ENPV
Benefit-cost ratio B/C ratio Ratio between B/C ratio > 1
discounted benefits
and costs

The ENPV is regarded as the most important and reliable indicator in CBA, while
other indicators are independent on a scale of the project but can give useful ad-
ditional information (European Commission, 2008, p. 58). According to Boardman
et al. (2013, p. 13) the net present value is the only appropriate decision-making
criterion, because it answers the questions of whether the projects are worthwhile
from society aspects, and also, how large are the net benefits for the society. Thus,
NPV will be the main indicator used in this analysis, but in addition, B/C-ratio is
used to illustrate the relationship of costs and benefits of each case measure.
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2.5 Analysing the uncertainty

Due to making assumptions and predicting the future impacts in the CBA, uncer-
tainty is always related to the results. Thus, performing a sensitivity analysis is an
essential part of the CBA. In this study, three different sensitivity analyses are per-
formed. At first, conducting a partial sensitivity analysis helps to see if some single
factor affects the sign of NPV. Then, in Monte Carlo sensitivity analysis, all uncer-
tainties are taken into account at the same time, and it gives the most probable
NPV and the distribution of NPVs as results. At last, the worst and best case anal-
ysis gives a scale for NPVs from most pessimistic to most optimistic scenarios and
shows the scale of uncertainty, which is useful if a Monte Carlo analysis is not
possible to perform for some reason. In this study worst and best case analysis will
give additional information on how uncertainty grows together with longer assumed
lifespan. (See e.g. Boardman et al., 2013, pp. 181-182.)

In practice, the partial sensitivity analysis will be done by changing systematically
the value of one variable at a time to its minimum or maximum value and observing
how this affects the NPV. In the Monte Carlo sensitivity analysis, then, the proba-
bility distributions of all variables are taken into account at the same time when
calculating NPV. Every variable can have values in a certain range, and some val-
ues are more probable than others. If there is no information about the probability
distribution of a variable, it is assumed that the variable has a uniform distribution.
The uniform distribution is triangle-shaped with the minimum and maximum values
in corners and the best guess value in the top and in the middle being the most
probable value. Then NPV will be calculated using variable values that are chosen
randomly from their probability distributions, and this will be repeated e.g. 10,000
times. The frequency distribution of NPVs gained this way describes the probability
distribution of NPV, and it gives information on how probable it is that NPV is pos-
itive or negative, and what is the range for most probable NPVs. In this study, the
Monte Carlo simulation will be performed in Excel. For how to perform Monte Carlo
analysis manually in a spreadsheet, see e.g. Boardman et al. (2013, pp. 200-201).

Worst and best case scenario analysis has similarities with partial and Monte Carlo
sensitivity analyses. In the worst case scenario, every variable will get the most
pessimistic value: the value that decreased net present value in partial sensitivity
analysis. It can be either minimum or maximum value. In the best case scenario,
every value will get the most optimistic value: the minimum or maximum value that
increased the net present value. As a result, worst and best case analysis gives
the highest and lowest possible values for NPV. All values got in Monte Carlo anal-
ysis will be between these two values. In this study, the worst and best case anal-
ysis will give valuable information on how uncertainty develops in time.

2.6 Strengths and weaknesses of a cost-benefit analysis

Performing a CBA can be recommended for its holistic and long-term perspective.
It is a tool to help allocate public resources in a way that provides the highest ben-
efit for society. The cost-benefit analysis is a way to compare both market and non-
market goods, like costs and environmental impacts, as well as present and future
impacts. It takes into account all relevant impacts, as well as those impacts that
don’t affect an actor itself who implements the project or policy. CBA is also inde-
pendent from certain stakeholder's preferences or demands, and aims at improv-
ing the whole of society’s welfare.
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On the other hand, performing a CBA may be very challenging and expensive,
because it may require multidisciplinary expertise. It has to deal with uncertainty
due to assumptions and predicting the future. Although the analysis itself is per-
formed step-by-step using instructions, the analysed projects or policies are always
unique and identifying and measuring the relevant impacts may be difficult and
monetising the impacts may be even impossible. If so, the alternatives for CBA are
e.g. qualitative cost-benefit analysis, cost-effectiveness analysis and multigoal
analysis. (See e.g.Boardman et al., 2013.) In case of water protection, reducing
nutrients improves the state of the ecosystem, but the CBA is able to take into
account only how much people value it, not the intrinsic value of the ecosystem.
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Photo: Vilmars Bogovics, Liepaja Water

Municipal wastewater treatment

Nutrient emissions from municipal wastewater treatment plants (WWTPS) cover
most of the nitrogen and phosphorus point source emissions to the Baltic Sea
(HELCOM, 2011, pp. 36-37). There is a lot of potential within this theme — improv-
ing municipal wastewater treatment to HELCOM recommendation levels in those
countries would lead to nutrient reductions that cover about two thirds of needed
phosphorus reductions and one fifth of nitrogen reductions (HELCOM, 2011, p. 91)
or even more, if the plant sets the targets higher. Improving waste water treatment
is in particular regarded as a cost-efficient way to reduce nutrient loads, especially
phosphorus loads (e.g. Hyytiainen & Ahlvik, 2014).

There are a lot of measures that can be carried out in wastewater treatment plants
to improve treatment efficiency, for example by improving sludge management or
the sewage network (Leppanen, Nevalainen, Rosqvist, & Sopanen, 2012; Project
on Urban Reduction of Eutrophication (PURE) & Union of the Baltic Cities (UBC)
Environment Commission, 2012). Here, we study two case measures within the
municipal wastewater treatment theme. The first case from Pori represents an ex-
ample of improving the treatment efficiency by centralising wastewater treatment,
and the second case, from Liepaja, an aerator investment which improved both
energy and treatment efficiency.
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3 Case: Luotsinmaki WWTP in Pori, Finland

In Finland, many wastewater treatment plants are close to the end of their lifespan,
and new investments would be required. One option is to improve the old facility,
but when neighbouring municipalities are in the same situation, another option is
to join forces and realise the wastewater treatment upgrade as a collaboration
among municipalities. Luotsinméki WWTP case represents an example of central-
ised wastewater treatment in an area of several municipalities.

3.1 Background

The City of Pori is located in the southwestern part of Finland, by river Kokeméaen-
joki and on a coast of the Bothnian Sea. It has approximately 80,000 citizens and
it is the 11™ biggest city in Finland. The City of Pori joined the Baltic Sea Challenge
in 2007. In Pori, there is in operation a municipal water supply and sewage treat-
ment company, Porin Vesi (Pori Water). Porin Vesi has three wastewater treatment
plants in Luotsinmaki, Reposaari and Ahlainen. The Luotsinmaki WWTP is the
largest plant treating 98% of the total amount of collected wastewater (total amount
11.3 million m3 in 2013) and the rest are treated in two smaller WWTPs in Pori
(Porin Vesi, 2013).

In Luotsinmaki WWTP, large renovations and expansions were made during 2008—
2010. At the same time, the surrounding municipalities of Harjavalta, Ulvila, Nakkila
and Eura and fabric-producer Suominen Kuitukankaat Ltd, established a new com-
pany, Jokilaakson Ymparisto Ltd, to build up and manage a sewer line which con-
nects sewerage networks of the mentioned partners to the new Luotsinmaki
WWTP (Figure 2). After finishing these two investments, six old smaller treatment
plants were run down. Four of these — the municipal WWTPs of Harjavalta, Ulvila
and Nakkila and the WWTP of the Suominen Kuitukankaat factory — are partners
in the established company that takes care of the sewer line. The fifth closed treat-
ment plant was the municipal WWTP of Luvia, which is a coastal municipality lo-
cated to the south of Pori. The sixth plant that was run down was located in the
Pihlava region of the City of Pori. The locations of Luotsinmaki WWTP and the old
plants are in Figure 2. The above-mentioned smaller municipalities are part of the
Karhukunnat regional co-operation, and Karhukunnat joined the Baltic Sea Chal-
lenge also in 2007.
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Figure 2. Luotsinmaki WWTP, old WWTPs and sewer lines on the map (modified from
OpensStreetMap contributors, 2014)

Today Luotsinmaki WWTP treats wastewater from Pori and five surrounding mu-
nicipalities. One 32-km-long sewer has collected wastewater from Harjavalta, Ul-
vila, Nakkila and from the northern part of Eura, Kiukainen, since summer 2010.
The other sewers have collected wastewater from Pihlava since summer 2010 and
Luvia since spring 2009. The share of wastewater collected by Jokilaakson
Ymparistd Ltd of the treated wastewater in Luotsinmaki WWTP is annually 0.2—0.3
million m3,

Previously the treated wastewater from the six plants was led to river Kokeméaen-
joki or directly to the sea, and the nitrogen removal efficiency in these plants was
poor (11-47%). The actual reason behind the investments was the new legislative
demands for improved nitrogen treatment efficiency, which would have required
large investments in each WWTP. (Mykra, 2011.) It was obvious that centralising
wastewater treatment into one large plant was less costly than upgrading each old
and small plant separately. It was also discussed to build up another large centre
plant to Ulvila, but it was revealed to be more expensive than investing in
Luotsinméki WWTP and a sewer line.
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In addition to possible savings in total wastewater treatment costs, this example of
centralising wastewater treatment seems to have a large positive impact on nutri-
entload and it may have an impact on the state of the water in the River Kokeméaen-
joki, the local archipelago of the Baltic Sea and the Baltic Sea as a whole. Since
wastewater treatment was centralised to improved Luotsinmé&ki, where treatment
efficiency was significantly higher, less nutrient pollution ends up in the Baltic Sea.
In a report written by Mykré (2011), the change in nutrient load followed by the
centralisation and improvements in Luotsinméaki was discussed. When comparing
the total nutrient load of all plants in 2009 and the new Luotsinmaki plant in 2011,
the phosphorus load was reduced by 57% and nitrogen load by 60%. Nowadays,
Luotsinméki WWTP achieves the treatment efficiency levels recommended by
HELCOM (2007).

3.2 Identification of the impacts

The centralising of wastewater treatment has several impacts on society. The po-
tential impacts of Luotsinmaki WWTP case as well as similar cases of centralising
wastewater treatment are listed in Table 4. Centralising requires investments in
improvements of the sewerage network and increment in capacity of the central
WWTP, but in this case the investment costs were lower than improving all the old
WWTPs separately or, alternatively, building another large centre plant in Ulvila. In
the Luotsinmaki WWTP case, the treatment efficiency was also improved and this
reduced the nutrient emissions to river Kokemdaenjoki and the Baltic Sea, espe-
cially nitrogen emissions but also phosphorus emissions. The higher efficiency and
capacity increased the maintenance and operating costs in Luotsinmaki, but on the
other hand, the costs of other plants were avoided and only the costs of the sewer
lines remained. Employment did not change in this case, because employees from
old plants moved to other jobs inside the municipalities or moved to Luotsinmaki,
which required more labour than before. If there is a change in total energy con-
sumption then it has an impact both on energy costs and on climate emissions.
There might be a decrease in the total energy consumption, while there is nowa-
days one large central plant instead of seven smaller ones. On the other hand,
more energy is required for higher treatment efficiency and pumping the
wastewater forward through long sewer lines.
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Table 4. Potential positive and negative impacts of centralising the wastewater treatment.
The ones marked with a grey background were included in the analysis.

Positive impacts Negative impacts

Impact on the state of the Baltic Sea | Investment costs
from reduction of nutrient emissions

Impact on the state of the coastal and | Increment in risk for overload due to
other local waters from reduction of nu- | longer sewer network and a greater
trient emissions number of pumping stations

Avoided costs of improvements in old
plants

Future improvements will be easier to
realise (efficiency, knowledge etc.)
Less negative local impact (e.g. traffic,
noise and odours) when old treatment
plants are run down

Improvement in collaboration between
municipalities

Positive or negative impacts

Changes in maintenance and operating costs: avoided costs of closed plants
but higher costs in new plant due to increased volume of water and higher treat-
ment efficiency

Employment: increment in number of jobs in new plant but reduction in closed
plants

Change in total energy consumption: change in climate emissions

There are also other potential impacts that were not included in this cost-benefit
analysis due to difficulty in measuring and monetising them and the scale of the
case study. Closing the old treatment plant has several positive local impacts re-
lated to its operation — it probably reduced e.g. the traffic, noise and odours in the
surrounding area of the plant. Although achieved nutrient reductions are meas-
ured, their local effect to the state of the river Kokeméenjoki and coastal waters
were not included either. Also positive impacts, such as improved collaboration
between municipalities, and easier realisation improvements in wastewater treat-
ment in future, for example technical improvements or educational development,
were not included in the analysis. Centralising the wastewater treatment requires
long sewer lines and a greater number of pumping stations, which can lead to in-
creased risk for overloads in combined sewerage network, but these were not stud-
ied either.

26



3.3 Material and model

In this case, total impacts of the measure were analysed by comparing situations
with and without the implementation of the Luotsinmaki WWTP renovation and new
sewer lines. As mentioned before, the renovation of Luotsinmaki was made during
2008-2010 and the sewer lines were taken into use in autumn 2009 and in summer
2010. This construction and implementation phase causes some uncertainty to e.g.
annual treatment numbers, so it is partly excluded from the analysis. For this rea-
son the situation without the implementation is defined as the situation until the
year 2007. The present situation is defined as the situation beginning from the year
2011, because it is the first complete operation year after implementation.

The lifespan of the measure was chosen to be 30 years. The previous WWTPs
were also approximately 30 years old. In the Luotsinméaki WWTP, the depreciation
time for the machinery is 15 years and for the rest of the parts 50 years. For the
sewer line, the depreciation time for pieces of equipment varies from 6 to 40 years.

Investment and maintenance costs

The investment costs of expanding and improving the Luotsinmaki WWTP and
building up three sewer lines to Luotsinméaki during 2008-2010 are listed in Table
5. These numbers include all costs: construction, planning, material, labour etc.
The local municipal water utility, Porin Vesi, paid the largest part of the total costs
(for Luotsinmaki WWTP and the Pihlava—Luotsinméki sewer line). Jokilaakson
Ymparisto paid the largest part of the sewer line costs and took part also in invest-
ment costs of Luotsinmaki with 3.3 million euros. The Finnish Government gave
2.8 million euros financial support for building up the sewer line from Kiukainen to
Luotsinméki and for investments in Luotsinméaki. Data concerning the Luvia sewer
line was not included.

Table 5. Investment costs of centralising the wastewater treatment to Luotsinméki WWTP
(in initial values)

Investment Cost and timing
Expanding and improving Luotsinméki WWTP 26.5 M€ in 2008-2010
Kiukainen—Harjavalta—Nakkila—Ulvila—Luotsin- 8.3 M€ in 2009-2010
maki sewer line
Pihlava—Luotsinmaki sewer line 2.5 M€ in 2009

The annual operating and maintenance costs of the present facilities, the new
Luotsinméki and sewer lines, and past facilities, closed plants, are listed in Table
6. Operation and maintenance costs do vary between years, depending on e.g.
weather conditions. The costs listed in the table are averages of realised annual
costs, which were used also in the prediction of future impacts. Data concerning
the Luvia sewer line was not included.
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Table 6. Annual operating and maintenance costs of present and old facilities (in initial
values)

Annual operating and
maintenance cost

Present facilities

Renovated Luotsinmaki WWTP 2.4-2.6 M€
Kiukainen—Harjavalta—Nakkila—Ulvila—Luot- 0.2-0.3 M€
sinméaki sewer line

Pihlava—Luotsinméki sewer line 0.1 M€
Old facilities

Unrenovated Luotsinmaki WWTP 1,469,000 €
Harjavalta WWTP 240,000 €
Kiukainen 60,000 €
Nakkila WWTP 110,000 €
Suominen Kuitukankaat Ltd WWTP 190,000 €
Ulvila WWTP 230,000 €
Pihlava WWTP 280,000 €

Change in nutrient emissions

The change in nutrient emission load to the Baltic Sea was calculated by multiply-
ing the change in nutrient concentrations in the effluent (kg/m?3) and the amount of
wastewater (m?). For calculating the change, data on the quality and quantity of
treated wastewater was required. Most of this data was found from the public da-
tabase managed by Finnish Environment Institute (2013): annual treatment data
of Luotsinmaki WWTP as well as four old plants Luvia, Ulvila, Nakkila and Pihlava
WWTPs. The data of Suominen Kuitukankaat and Harjavalta WWTPs was re-
ceived directly from the actors.

The change in nutrient concentrations was assessed by comparing nitrogen and
phosphorus concentrations in effluent in situations with and without implementation
of improved and centralised treatment. In the realised situation, the treatment effi-
ciency was assumed to be in the future at a similar level as it has been in
Luotsinméaki WWTP after the investment phase, so it is defined by average nutrient
concentrations in 2011-2013. Without implementation, the annual treatment effi-
ciency was assumed to remain at the same level as during the years before 2007.
Thus the concentrations in this situation were defined by average nutrient concen-
trations from the previous 10 years, 1998-2007.

A prediction for development of wastewater treatment quantity in the Pori region
(City of Pori & AIRIX Ymparistd Oy Turku, 2011) was used in the calculations. The
prediction was based on development of the population and the sewerage network
in Pori and surrounding municipalities. Predicted amounts of wastewater from the
City of Pori and from the other municipalities from 2010 to 2030 at five-year inter-
vals were available. Annual wastewater amounts from other municipalities — Luvia,
Ulvila, Harjavalta and Nakkila — were estimated from a fitted curve which was
drawn by using predicted amounts of the mentioned years. Annual wastewater
amounts from Pori were estimated respectively. In the calculations, the amounts
of wastewater treated by two other plants in Pori were excluded from these num-
bers. The estimated amounts of wastewater as well as predictions can be seen in
Figure 3. In the same figure, the realised amounts from 1998 to 2009 are included.
It can be seen from the figure that prediction may underestimate the amounts of
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wastewater: the realised total amount is on average 13 million m? while the esti-
mated is approximately 12 million m3.
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Figure 3. Realised amounts of wastewater in 1998—-2009 and predicted amounts in 2010—
2030 from the city of Pori and surrounding municipalities

Change in greenhouse gas emissions

The change in the total energy consumption was estimated by a similar idea as in
nutrient emission estimations: by comparing the realised situation with a scenario
where the measure was not implemented. It was assumed that the energy con-
sumption equals the electricity consumption, because electricity consumption co-
vers the majority of the energy consumed in wastewater treatment plants.

The realised annual electricity consumption (kWhly) after the investment was cal-
culated by summing up the present electricity consumption of Luotsinmaki WWTP
and the electricity consumption of pumping stations of the three sewer lines. The
electricity consumption in the previous situation before the investment was calcu-
lated by summing up the previous electricity consumption of Luotsinmaki WWTP
and all six old plants. Because there was no electricity consumption data for all old
plants, it was estimated for those plants from the amount of treated wastewater by
using the factor 1.2 kWh/m3. This factor is the average electricity consumption for
similar plants.

The last step was to assess the change in greenhouse gas emissions (in CO»-
equivivalent kg) due to the change in electricity consumption. According to
Hippinen and Suomi (2012, pp. 7-8), the average climate impact from one unit
produced electricity in Finland is 210 CO;-eqv kg/MWh.
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3.4 Results

The nitrogen and phosphorus load reduction to the Baltic Sea was clear in the case
of Luotsinmaki WWTP. In Figure 4 and Figure 5, the annual aggregated nutrient
loads from all old plants and the old Luotsinmédki and loads from the new
Luotsinméki are illustrated for the best guess of the life span of the current plant
(30 years). Please notice that the assessed loads during 2011-2012 are calculated
with realised amounts of wastewater, and after this the loads are calculated ac-
cording to prediction (see pages 28-29). The estimated loads from the renovated
Luotsinméki are on average approximately 80,400 kg N/y and approximately
1,400 kg Ply, while estimated loads from old plants would be on average approxi-
mately 207,900 kg N/y and 4,500 kg Pl/y. This means that annually about
127,500 kg nitrogen load and 3,100 kg phosphorus load to the Sea are avoided
and the nutrient loads decreased respectively by 61% and 69%. Compared to
BSAP targets (HELCOM, 2014b), the nitrogen and phosphorus load reductions are
respectively about 5% and 1% of the reduction target allocated to Finland, and they
are remarkable on the country level.
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Figure 4. Annual aggregated nitrogen loads from all old WWTPs and from the renovated
Luotsinmaki WWTP. The differences between pillar heights illustrate the estimated
amounts of reduced nitrogen loads during the assumed lifespan (30 years). Annual nitro-
gen load reduction was estimated to be on average 127,500 kg.
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Figure 5. Annual aggregated phosphorus loads from all old WWTPs and from the reno-
vated Luotsinmaki WWTP. The differences between pillar heights illustrate the assessed
amounts of reduced phosphorus loads during the estimated lifespan (30 years). Annual
phosphorus load reduction was estimated to be on average 3,100 kg.

In the BSAP targets there are no reduction targets to the Bothnian Sea (HELCOM,
2014b), so it is difficult to say how significant the load reductions are on a basin
level. The nutrient reductions may also have local impacts, especially on the river
Kokemé&enjoki and the coastal waters near to the river mouth. Currently the eco-
logical status of the water quality in the coastal area near to the Kokemaenijoki river
mouth is partly satisfactory, partly mediocre, and the seawater suffers from eu-
trophication (Alahuhta, 2008; Westerberg, Bonde, M&ensivu, & Makinen, 2014, pp.
93-94). Before the centralising, the nitrogen load from municipal wastewater cov-
ered approximately 36% and phosphorus load 13% of the total nutrient load of the
river Kokemaenjoki to the sea (Sarvala & Sarvala, 2005). Proportioning the relative
nutrient reductions to these numbers, the nitrogen load of river Kokemé&enjoki
would be decreased by 22% and phosphorus load by 9%. However, the ecological
status develops slowly and the possible impacts may be seen only in a long
timespan.

The total energy consumption was also reduced in the Luotsinmaki WWTP case.
Although improvement of treatment efficiency and sewage transportation in-
creased energy consumption, running down old plants provided energy savings.
However, the energy consumption reduction was declining in time and turned to
negative after 30 years. The reason is that energy consumption in old plants was
assumed to depend on the wastewater flow rates, which also declined in time ac-
cording to the prediction (see pages 28-29). In the near future, the energy savings
are about 400 MWh, which provides about 80 tons less CO»-emissions to the at-
mosphere.

The next phases in the CBA were to monetise the environmental impacts and dis-
count all costs and benefits to the present value, as was explained in greater detail

31



in Chapter 2. The benefit from reduced eutrophication in the Baltic Sea due to nu-
trient reductions were calculated in two scenarios on how the nutrient reductions
will develop in the future BSAP and BASELINE scenarios. The annual costs and
benefits in their present values are illustrated in Figure 6 (BSAP scenario) and
Figure 7 (BASELINE scenario). In the BSAP scenario, the total nutrient reduction
benefits are small compared to other cost and benefits, but in the BASELINE sce-
nario they are relatively large. All other benefits and costs are the same in both
figures. The figures show also that there are high investment costs in the beginning
of the timespan and the maintenance costs and maintenance cost savings of
closed WWTPs are approximately the same. Climate benefit is relatively small
compared to other impacts. The present values of future costs and benefits are
decreasing in time due to discounting. Please notice that Figures 6 and 7 are based
on calculations with best guess values, and the uncertainty related to numbers will
be taken into account in the sensitivity analysis.
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Figure 6. Annual present value costs and benefits in the Luotsinméki WWTP case in the
BSAP scenario calculated with the best guess values. The present value of investment
costs is in total 48 M€. Investment cost pillars are cut in the figure in order to illustrate the
scale.
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Figure 7. Annual present value costs and benefits in the Luotsinmaki WWTP case in the
BASELINE scenario calculated with the best guess values. The present value of invest-
ment costs is in total 48 M€. Investment cost pillars are cut in the figure in order to illus-
trate the scale.

The large difference in nutrient reduction benefits between BSAP and BASELINE
scenarios causes a significant difference also in annual net present values and
total net present values. Figure 8 shows that in future the annual net benefits are
slightly positive in the BSAP scenario, but clearly positive in the BASELINE sce-
nario. During the first years, net benefits are clearly negative during the investment
years.
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Figure 8. Annual net present values in the Luotsinmaki WWTP case in the BSAP and
BASELINE scenarios calculated with the best guess values

When all costs and benefits in their present values until 2040 (assumed length of
lifespan) are summed together to the total net present value (NPV), the best guess
NPV is approximately -40 million euros and negative in the BSAP scenario but
121 million euros and positive in the BASELINE scenario. The B/C-ratios were re-
spectively 0.64 and 2.07. The sign of NPV seems to be dependent on the scenario
of how the general level of the Baltic Sea protection develops in the future. How-
ever, performing a sensitivity analysis is essential before interpreting the results,
because it tells more about the results, for example how probable it is that the NPV
is negative, or how sensitive the NPV is for the assumptions and predictions that
had to be made in the cost-benefit analysis.

In partial sensitivity analysis, one variable at a time will get a different value and it
shows how sensitive the NPV is for the variance of a single variable. All the ana-
lysed variables and their minimum and maximum values are listed in Table 7. Anal-
ysis included following minimum and maximum values concerning future impacts:
10% lower or higher maintenance costs, 50% lower or higher energy consumption
in old plants and 30% lower or higher wastewater flow. Minimum and maximum
value for nutrient concentrations in Luotsinmaki WWTP were sum or difference of
averages and standard deviations of concentrations. Value choices of variables
related to climate impacts and discount rate were explained in Chapter 2.

Table 7 presents also the relative changes which indicate the change in NPV com-
pared to the NPV calculated with best guess values, when a value of one variable
at a time is changed to its minimum or maximum. Results of the partial sensitivity
analysis showed none of the variables in the partial sensitivity analysis turns the
sign of NPV in either of the scenarios. Thus, the marginal benefit estimate of nutri-
ent reduction is the only of the analysed variables which turns the sign of NPV.
However, the discount rate, length of the lifespan, total wastewater flow in the fu-
ture and annual operating and maintenance costs in the future have the some im-
pact on NPVs (Table 7). In the case of the first three, the changes are larger in the
BASELINE scenario compared to the BSAP scenario due to higher nutrient reduc-
tion benefits in the future. In the case of operating and maintenance costs, they
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impact on NPV more in the BSAP scenario than in BASELINE because their rela-
tive weight of the net annual present values is higher.

Table 7. Partial sensitivity analysis of the Luotsinmaki WWTP case: variables and their

minimum, maximum and best guess values and their relative impact on NPVs in the

BSAP and BASELINE scenarios

BSAP scenario BASELINE scenario
Min Best guess Max Change Change Change Change
value value value (Min (Max (Min (Max value)**
value)* value)* value)**

Discount rate 0.01 0.035 0.06 18.40% -17.93% 40.44% -28.01%
Operating and mainte- 90 100 110 16.09% —-16.09% 5.37% -5.37%
nance costs in future, %
Social cost of carbon, -7.2 -239 -439 —0.05% 0.06% —0.02% 0.02%
€/CO2-ton
Marginal climate impact, 189 210 231 —0.01% 0.01% 0.00% 0.00%
kg CO2/ MWh
Electricity consumption 0.6 1.2 1.8 -0.36% 0.36% —-0.12% 0.12%
in old plants kWh/m?
Total wastewater flow 70 100 130 -5.96% 5.96% -33.98% 33.98%
rate in future, %
P concentration in 0.11 0.17 0.22 1.50% -1.50% 4.19% —-4.19%
wastewater in
Luotsinmaki WWTP in
future, g/m?3
N concentration in 8.99 9.38 9.77 0.24% -0.24% 2.23% -2.23%
wastewater in
Luotsinmaki WWTP in
future, g/m3
Lifespan, years 20 30 40 —4.29% 3.10% -30.65% 21.97%

* Relative change in NPV compared to best guess NPV in BSAP scenario (approx. —40 million euros)

** Relative change in NPV compared to best guess NPV in BASELINE scenario (approx. 121 million euros)

Further, Monte Carlo sensitivity analysis takes all variables and their possible val-
ues into account at the same time and it gives also information about the probability
of negative NPV. The values for each variable, except the length of the lifespan,
were selected randomly and this was repeated 10,000 times. As a result of this
simulation, frequency distributions of 10,000 NPV values for both BSAP and
BASELINE scenarios were obtained. Frequency distributions define the probability
distribution of NPV. These distributions are seen in Figure 9. The variance of NPVs
in the BASELINE scenario is larger than in the BSAP scenario. The explanation for
this is that in the BASELINE scenario the higher marginal benefit estimate gives
higher weight of nutrient reduction benefit in NPV, and many of the analysed vari-
ables impact on the estimated nutrient reduction. In the BSAP scenario the NPV is
then always negative and in the BASELINE scenario always positive, inde-
pendently of the lifespan length or discount rate (Appendix I).
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Figure 9. Monte Carlo sensitivity analysis and NPV distribution in the Luotsinmaki WWTP
case in the BSAP and BASELINE scenarios (assumed lifespan length 30 years)

Finally, Figure 10 shows how net present value can develop in time. The results of
worst and best case analysis (explained in Chapter 2) are included in this figure,
because they illustrate minimum and maximum limits for the BSAP and BASELINE
scenarios. During the first years, the net present value is negative, but it begins to
grow in both scenarios due to positive annual net benefits. In the BASELINE sce-
nario, the (best guess) net present value turns to positive in 2015. Figure 10 also
shows that the worst and best case lines (minimum and maximum NPVs) diverge
from the best guess line, especially in the BASELINE scenario, indicating that un-
certainty increases in time and it is higher in the BASELINE scenario.
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Figure 10. Development of net present value in time in the BSAP and BASELINE scenar-
ios calculated with best guess values and in the worst and best case scenarios

3.5 Discussion

The case study of Luotsinméki WWTP provided an overview of the potential im-
pacts related to the centralising of wastewater treatment. The Luotsinmaki WWTP
case was an example of collaboration between several municipalities, and it may
have provided a very wide scale of positive local impacts which, however, were not
possible to measure within this case study. For example, the estimated nutrient
reductions to the Baltic Sea were remarkable, but their local impacts on the eco-
logical status of the river Kokemé&enjoki or coastal waters were not possible to
measure in this study.

According to the results, the sign of net present value in the Luotsinmaki WWTP
case depends on the general development of the Baltic Sea protection. If no addi-
tional actions to reduce nutrient loads are made and the state of the sea will remain
poor in the future, as in the BASELINE scenario, nutrient reductions are very valu-
able, and the total benefits of centralising the wastewater treatment in the
Luotsinmaki WWTP case clearly exceed the total costs (NPV 120 M€, B/C-ratio
2.07). If BSAP targets will be achieved, the marginal benefit gained from one re-
duced unit of nutrient is lower, although the total benefits of improved state of the
water are higher — and in this BSAP scenario the costs would exceed the benefits
(NPV —41 M€, B/C-ratio 0.64). The results can be interpreted so that currently the
net benefits of the Luotsinmaki WWTP case are positive since additional actions
to reduce nutrient loads are not yet made. If the amount of nutrient load reductions
to the Baltic Sea increases to the BSAP targets level, the marginal benefit value
will decrease and the net benefits turn negative. If BSAP targets are achieved,
ways to centralise wastewater treatment cost-efficiently should be looked for. How-
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ever, the benefits from Luotsinméki WWTP are likely underestimates in both sce-
narios, because local impacts were not included in the analysis and the marginal
benefit estimates do not cover the benefits of improved local water quality either.

The sensitivity analysis showed that the marginal benefit estimate was the only of
the analysed variables which turned the sign of NPV. However, there were many
possible impacts that were not included in the analysis and which should be no-
ticed when interpreting the results. The centralising of wastewater treatment to
Luotsinméaki WWTP was one of the alternative solutions to the new legislative de-
mands of nitrogen treatment efficiency. Another alternative would be to improve all
existing WWTPs which would, in practice, require building up new plants and thus
cause substantial costs, because the plants were at the end of their lifespans. Also
another central plant for Ulvila was under consideration, but it would have been a
similar investment to the case of Luotsinmaki WWTP. It is important to understand
that due to the centralising, substantial costs were avoided. Because the alterna-
tive solutions for Ulvila WWTP were not analysed, it remained unclear which one
of the alternatives had the highest net benefits.

In addition, the costs related to transferring sewage from Luvia to Luotsinméaki and
cost savings from Luvia WWTP were not available and thus missing from the anal-
ysis, although the nutrient reduction benefits at Luvia WWTP’s part were included.
There may be surprising maintenance costs in the future because the equipment
and machines in the plants have different lifespans, but which are challenging to
predict and thus not included in the analysis. There may be also impacts that were
not identified in the analysis.
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4 Case: Liepaja WWTP in Liepaja, Latvia

A municipal wastewater treatment plant, Liepajas Udens in Liepaja, Latvia, in-
vested in the replacement of old aerators and PC-program with new ones in 2008—
2010. The set of new aerators and PC-program investments represents an exam-
ple of changing old technology to new, to more efficient and sustainable. Replacing
aerators or a PC-program with new can be a potential future investment in other
WWTPs, because the aerators are essential equipment in the biologic process
and, similarly, the program to control the processes and equipment can be found
from every WWTP. Although they are only parts of a complex treatment system,
they represent examples of what benefits similar scale improvements can provide.

4.1 Background

The City of Liepaja is located in eastern Latvia, between the Baltic Sea coastline
and Lake Liepaja. There are almost 80,000 citizens living in the city and it is the
third biggest city in Latvia. (City of Liepaja, 2013). The City of Liepaja joined the
Baltic Sea Challenge in 2008. The municipal company Liepaja Water (Liepajas
Udens) takes care of the sewerage system and wastewater treatment in the city in
addition to providing drinking water. Most of the households, 95%, are connected
to sewerage system. The wastewater treatment plant is located in the northern part
of Liepaja, close to the seashore. The plant purifies on average 25,000 m® of
wastewater per day, and more than 85% of the sewage comes from households.

The plant was established during the Soviet time in 1972, and it was initially only a
mechanical treatment plant. In 1980, the biological treatment part was added. Dur-
ing 1994-1998, large renovations were made in the plant: the pre-treatment part
was rebuilt and the biological part renewed. These renovations were required be-
cause the equipment was old and inefficient, and the biological treatment part
lacked the possibility to remove phosphorus and nitrates. Since the improvements
in the late 90s, the treatment efficiency has been on a high level, achieving the
treatment efficiency levels recommended by HELCOM (2007).

The investment in new aerators and PC-program was made in 2008-2010. The
main reason for replacing the three old aerators with five new ones was that there
were many problems with the old aerators since 2002 and they were close to the
end of their lifespan. When choosing new aerators, sustainability aspects were
considered. The new aerators were considered as a long-term investment provid-
ing energy savings. The PC-program that was used to control the whole process
had to be replaced at the same time because the old one was not compatible with
the new aerators. Because the investments improved the controllability of the
whole treatment processes, they likely have many positive impacts that are dis-
cussed in the next section.
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4.2 Identification of the impacts

Potential impacts of the combination of new aerators and the program are listed in
Table 8. The investment caused costs from the acquisition of the new aerators,
their installation and removing the old aerators. The change in operating and
maintenance costs of the aerators may be positive or negative because there are
no exact data on operating and maintenance costs of the old aerators (only energy
consumption data). There were no changes in the maintenance costs of the pro-
gram.

Table 8. Potential impacts of aerator and information technology investment in the WWTP.
The ones marked with a grey background were included in the analysis.

Positive impacts Negative impacts

Improved controllability: reduction in Investment costs
nutrient emissions due to e.g. less
frequent bypass situations

Improved aeration: reduction in nutri-
ent emission due to higher treatment
efficiency

Lower energy consumption: electricity
cost savings and reduction in green-
house gas emissions

Positive and/or negative impacts

Changes in annual operation and maintenance costs

Impact on costs and climate in the other process phases, e.g. sludge treatment

Labour impact

The investment reduces the nutrient emission to the sea in two ways. The new
aerators provide improved aeration in the biological process and this increases the
treatment efficiency. The new aerators have frequency converters to adjust oxygen
levels in the aerobic zone, and the new PC-program gives opportunity to put value
limits for oxygen levels in the aeration tanks. The optimal aeration is important in
the biologic process, because microbes degrading the nitrogen from sludge require
aerobic circumstances.

In addition, the new program improves the controllability of the whole process due
to less frequent bypass situations and other problems related to the controllability.
The old program had several weaknesses: it turned off the equipment during the
high flow rates, obtained data was not always reliable and the oxygen levels had
to be confirmed on-site. There were also a number of new pieces of equipment in
the plant that were not compatible with the old program. The new program solved
all of these problems. The labour impacts were not included in the analysis due to
lack of exact data.
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4.3 Material and model

To measure the impacts of the investment, the realised situation needed to be
compared with the scenario where the investment was not implemented. Because
all old aerators were at the end or close to the end of their lifespan, there was no
other choice than to replace them with new ones. In an imaginary situation, the
second alternative would have been replacing the three old aerators with similar
ones, when there would not have been need for replacing the PC-program and
also the treatment efficiency and energy consumption would have remained at the
same level as previously. The old aerators were put into operation in 1998, so the
investment cost of this old technology would not be very high, and thus it was ex-
cluded from the analysis. Then all impacts related to the new aerators, beginning
from the replacement, were compared with the annual costs and other impacts
related to the scenario in which operation of old aerators would have been contin-
ued, as may be the case with other WWTPs.

The lifespan for aerators and the PC-program is assumed to be 15 years. The
same lifespan is used as a depreciation time for aerators in Luotsinmaki WWTP.
The experts in Liepaja WWTP expect that the aerators would stay in operation over
10 years.

Investment and operating costs

The installation costs of each new aerator by type and the PC-program are listed
in Table 9. The costs were turned into 2014 values by using the Consumer Price
Index (CPI) (Latvijas statistika, 2014). The installation costs of the aerators include
dismantling the old aerators, a new concrete subfloor and the installation and ad-
justment of new aerators. The investment was financed by Liepaja Water.

Table 9. Investment costs of the PC-program and the aerators (in 2014 values)

€
Investment cost of the -171,257
PC-program
Investment cost of an M30.30 (aerator 1) -46,230

aerator with old
frequency converter
Investment cost of an M30.40 (aerator 2) -62,583
aerator with new
frequency converter

Investment cost of M30.50; M30.60; -172,290
aerators with Soft Start M30.70 (aerators 3, 4
system and 5)

Maintenance costs of the aerators consist of annual costs and other costs from oil
changes and occasional service repairs. Annual maintenance costs include a ther-
mograph for control cabinet (87 € per year), preventive maintenance for two fre-
quency converters (372 €), maintenance for control cabinet (229 €) and vibration
diagnostic for five aerators (1002 €). Total annual maintenance costs for aerators
are approximately 1700 €. The maintenance costs are expressed in 2014 values,
and they were turned into 2014 values by using the consumer price index (CPI)
(Latvijas statistika, 2014). For the PC-program, the annual maintenance cost is
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1252 €, but it was not taken into account because the maintenance cost remained
the same after the investment.

In addition, an oil change will be made for the first time after 500 engine working
hours and then after every 8000 working hours. The operation of the first new aer-
ator began in 2008, and the operation of the three next aerators began in 2009.
The last aerator began its operation in 2010. Average annual working hours were
calculated from data from years 2010-2013, and they were used in estimating the
total working hours until year 2025. According to the total working hours, an oil
change was estimated to be made in total 8 times for aerators 1-3, 9 times for
aerator 4, and 10 times for aerator 5 during the 15-year lifespan. A cost of one oil
change per aerator is approximately 107 € (in 2014 value).

At the end of 2013, one of the aerators was sent to service repair because of the
vibration measurements, and it produced an additional maintenance cost. This cost
was 7309 € (in 2014 value), which included dismantling, transportation to the work-
shop and change of bearings, seals and gaskets, among other parts. This aerator
was the last one, installed in March 2010. It is very difficult to predict when another
aerator will need similar repair. In the plant there is a smaller aerator of same pro-
ducer in a grit chamber, and it has been in use since 1998 (16 years) without any
serious service repairs.

In general, the aerators consume the largest share of the total energy consumption
of the whole process, about 74% in the Liepaja WWTP. The new aerators consume
significantly less electricity than old aerators. Before the investment, the annual
energy consumption of the aerators was 2.38 million kwh, and after it is has been
between 1.36-1.67 million kWh. The electricity costs savings can be calculated by
multiplying the consumption change by electricity price 10.3 cents per kwWh. There
is no data how much the energy or electricity consumption decreased in the other
processes due to the new PC-program and improved controllability.

Benefits from climate emission reductions

In addition to energy cost savings, a decrease in energy consumption reduces also
climate emissions. According to the International Energy Agency (2014) the main
sources of electricity in Latvia are gas and hydropower. The average climate im-
pact of one kWh of electricity can be calculated from the shares of energy sources
and their life-cycle CO, emissions by source. By using 50" percentile CO-emis-
sion values for energy sources from Moomaw et al. (2011, p. 982), the marginal
climate impact is 235 g COz-eqv per kWh, and by the 25™" or 75™ percentiles it is
respectively 204 or 276 g CO»-eqv per kWh. These values are used in assessing
the change in climate impact of aerator investment.

Change in nutrient reductions

The change in nutrient reductions was estimated by comparing the nutrient con-
centrations in effluent before and after the investment. The average concentration
before the investment was calculated from a 5-year period and the average con-
centrations after the investments from the 2011-2012 data. The change in con-
centration was multiplied by the average amount of treated wastewater to obtain
the change in nutrient loads. The period when investments were made, from Oc-
tober 2008 to March 2010, is excluded from the comparison.
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4.4 Results

The investment project in Liepaja WWTP improved both energy and treatment ef-
ficiency in the plant. The electricity consumption decreased a third: previously the
electricity consumption was approximately 2.4 MWh/y and after investment on av-
erage 1.6 MWh/y, which reduces climate emissions by 180 CO;-equivivalent tons
annually. The improved controllability of the biological treatment phase and the
whole process improved also the treatment efficiency and reduced annual nutrient
loads to the Baltic Sea by 18,000 kg N and 1,000 kg P. Reductions cover 1.1% and
0.6% of BSAP targets for Latvia, and 0.02% and 0,11% of BSAP targets for the
Baltic Proper basin for N and P respectively (HELCOM, 2014b). For a single in-
vestment in a wastewater treatment plant, the numbers are relatively high on a
country-level.

Annual present value benefits and costs are illustrated in Figure 11 (BSAP sce-
nario) and Figure 12 (BASELINE scenario). The only difference between these two
figures is the eutrophication reduction benefits (please notice the scale of the y-
axis in Figure 11 and Figure 12. In the BASELINE scenario, they are relatively
large compared to other costs or benefits. Investment costs are the largest cost
category and the eutrophication reduction benefits are the largest benefit category
in both scenarios. The energy savings provide electricity cost savings for the plant
which are the second largest benefit category, but relatively small benefits from
reduced climate impacts if compared to other categories. Also the maintenance
costs are a small cost source. The nutrient reduction benefits are different in 2011—
2012 because the nutrient reductions were calculated using the same year values,
but for following years using average values.
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Figure 11. Present values of annual costs and benefits in the Liepaja WWTP case in the
BSAP scenario
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Figure 12. Present values of annual costs and benefits in the Liepaja WWTP case in the
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Figure 13 shows the annual net present values in both scenarios (BSAP and
BASELINE) during the assumed length of the lifespan (15 years). After the in-
vestment years, the annual net present values are positive but declining due to
discounting. The difference in annual net present values after the investment
years is significant between the BSAP and BASELINE scenarios.
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Figure 13. Annual net present values in the Liepaja WWTP case in the BSAP and BASE-
LINE scenarios

When all present value costs and benefits until 2025 (best guess length of lifespan)
were summed up to the total net present value (NPV), the NPV is positive in both
scenarios: the best guess NPV is approximately 2.1 million euros in the BSAP sce-
nario and 18.6 million euros the in BASELINE scenario. The B/C-ratios were re-
spectively 4.65 and 33.92. The scenario about the achieved nutrient reductions in
the future has an impact on the scale of NPV but does not turn the sign of NPV.
What impacts other variables have on the NPV will be found in the sensitivity anal-
ysis.

The variables and their values that were studied in the partial sensitivity analysis
are listed in Table 10. Minimum and maximum values were assumed to be 10%
lower or higher than best guess values for maintenance costs, electricity price and
total amount of wastewater in future, and realised limit values for other variables.
Partial sensitivity analysis showed that none of the analysed variables turn the sign
ofthe NPV. In Table 10, the relative changes indicate the change in NPV compared
to the NPV calculated with best guess values, when a value of one variable at a
time is changed to its minimum or maximum. Variables that have the largest impact
on the NPV are length of lifespan, discount rate, nutrient concentrations in the ef-
fluent, and wastewater flow in the future. In the BSAP scenario, the relative
changes are in most cases larger than in the BASELINE scenario, because the
best guess NPV to which NPVs are compared, is smaller. However, in the case of
N-concentration and wastewater flow rates the relative changes are larger in the
BASELINE scenario because the benefit gained from nitrogen reduction has such
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a high weight in NPV. In some cases, the relative changes for minimum and max-
imum value are on a very different scale (e.g. in the case of energy consumption)
because the best guess value is not the average of minimum and maximum values.

Table 10. Partial sensitivity analysis of the Liepaja WWTP case: variables and their mini-

mum, maximum and best guess values and their relative impact on NPVs in the BSAP
and BASELINE scenarios

BSAP scenario BASELINE scenario

Variable Min value Best guess Max Change Change Change Change

value value (Min (Max (Min (Max

value)* value)* value)** value)**

Discount rate 0.01 0.035 0.06 14.11% -11.96% 9.77% —7.82%
Social cost of 7.2 23.9 43.9 -1.99% 2.39% -0.22% 0.26%
carbon, €/CO2-ton
Marginal climate 204 235 276 -0.38% 0.50% -0.04% 0.06%
impact, kg CO2/ MWh
Energy consumption 1,369,661 1,602,211 1,666,532 12.26% -3.39% 1.36% -0.38%
in future, kWhly
N-concentration in -3.17 -1.98 -0.75 10.52% -10.95% 25.49% —26.53%
effluent in future,
mg/l
P-concentration in -0.16 -0.13 -0.13 8.19% -1.80% 7.37% -1.62%
effluent in future,
mg/l
Maintenance costs in 90 100 110 0.10% -0.10% 0.01% -0.01%
future, %
Electricity price in 90 100 110 -3.84% 3.84% -0.43% 0.43%
future, %
Wastewater flow rate 90 100 110 —5.45% 5.45% —7.33% 7.33%
in future, %
Lifespan, years 10 15 20| —-34.52% 29.06% | —28.53% 24.03%

* Relative change in NPV compared to best guess NPV in BSAP scenario (approx. 2.1 million euros)
** Relative change in NPV compared to best guess NPV in BASELINE scenario (approx. 18.6 million euros)

In Monte Carlo simulation uncertainty related to all variables in partial sensitivity
analysis, except discount rate and lifespan, were taken into account at the same
time (see Chapter 2). The NPV distributions in the Monte Carlo simulation for BSAP
and BASELINE scenarios with best guess lifespan length and discount rate (15
years; 3.5%) can be seen from Figure 14. The variance of NPVs is larger in the
BASELINE scenario than in the BSAP scenario due to higher weight of eutrophi-
cation reduction benefit, because there are many variables influencing the nutrient
reduction. All of the 10,000 NPVs in the simulation were positive also with different
lifespans and discount rates (Appendix II).
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Figure 14. Monte Carlo sensitivity analysis and NPV distribution in the Liepaja WWTP
case in the BSAP and BASELINE scenarios (with 15 years lifespan length)

The development of the best guess NPV and the worst and best case scenarios
(minimum and maximum NPV) as functions of time are illustrated in Figure 15.
During the investment years, the NPVs are negative but they turn to positive in
2011 in the BASELINE scenario and in 2013 in the BSAP scenario. The scope of
uncertainty grows in time and it is larger in the BASELINE scenario. As a conclu-
sion, although the benefits of reduced nutrient loads depend on the general devel-
opment of the Baltic Sea protection and this has a significant impact on the net
present value of the aerator investment, the net present values were positive in all
cases, even in the worst case analysis.
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Figure 15. Development of total net present value (NPV) of Liepaja WWTP case with best
guess, minimum (worst case) and maximum (best case) NPVs in BSAP and BASELINE
scenarios

45 Discussion

The case study of Liepaja WWTP showed that even a single measure, the invest-
ment in aerators and PC-program in the WWTP in a plant, can bring remarkable
nutrient reductions and net benefits. The estimated nutrient reductions were
18,000 kg/y for nitrogen and 1,000 kg/y for phosphorus. In addition, the investment
provided significant energy cost savings to the plant and reduced climate emis-
sions, because the total electricity consumption of the plant decreased by third.
The results of cost-benefit analysis and sensitivity analyses showed that net pre-
sent value of case Liepaja WWTP is positive in both the BSAP and BASELINE
scenarios, and thus it seems to be a worthwhile investment from society’s aspect
(BSAP: NPV 2.1M€, B/C-ratio 4.65; BASELINE: NPV 18.6M€, B/C-ratio 33.92).

Despite sensitivity analyses, some uncertainty still remained in the results. Cost
data related to the old aerators were not available, and there were problems with
them before the last years before the investment which may have some impact on
the results. The risk for larger repairs of aerators as in 2013 were not analysed.
Also other factors in the plant may impact on the energy and treatment efficiency.
The local impacts to the coastal waters were not analysed either. In addition, there
may be impacts that were not identified.
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Photo: Port of Finland / Mikael Kaplar / Studio point

Wastewater discharge in harbours

There are approximately 90 million passengers travelling by ferry or cruise ship in
the Baltic Sea every year (HELCOM, 2014a, p. 17), visiting cities around the Baltic
Sea and enjoying the landscape and other experiences provided by the sea. Un-
fortunately, if the generated sewage on the passenger ships is not managed
properly or it is not possible to discharge it in the port, the untreated sewage may
be dumped to the sea, because binding legislation prohibiting the dumping has not
been existing. However, according to the amendment to MARPOL Annex IV of
International Maritime Organization (2011), the Baltic Sea is defined as a special
area from January 2013. Due to this, dumping of untreated sewage into the sea
will be prohibited from 2016 for new ships and from 2018 for existing ships, if the
sewage reception capacity is sufficient in the ports of the Baltic Sea. Sufficient
capacity means that all ships, independent of the size of the ship, can discharge
the sewage to port reception facilities (PRF) in any port without any delays.

Currently there are only some of the passenger ports in the Baltic Sea region that
have an adequate PRF system and many ports that should improve their system
by e.g increasing their reception capacity (HELCOM, 2014a). Large costs from up-
grading the reception systems in the port and the municipal sewage network to an
adequate level may be required and running costs from treatment of sewage are
typical hindrances in achieving the aim of sufficient capacity. According to the “pol-
luter pays” principle, the ships should cover the costs, but on the other hand, direct
sewage costs may cause an incentive to discharge sewage to the sea. In many
ports the so-called “no special fee” system is applied, for example by covering ex-
penditures indirectly via other fees. (Clean Baltic Sea Shipping, 2013.) An example
from the Port of Helsinki on how PRF and no special fee system can be imple-
mented is the next case study in the CITYWATER cost-benefit analysis.

49



5 Case: Port of Helsinki, Finland

The Port of Helsinki receives wastewater mainly from passenger ships and the
wastewater is treated in the municipal WWTP in Helsinki. The Port of Helsinki ap-
plies no special fee system by charging only a general waste fee, which depends
on the size of the ship. The visiting ship pays the same waste fee whether dis-
charging the sewage in the harbour or not. For receiving the sewage from vessels,
the Port of Helsinki has invested in port reception facilities (PRF) from 1990 and
the expansion of the sewer system is still continuing together with the construction
of new quays. By investing in PRFs the Port wants to show a good example of how
to take environmental responsibility into account in the operation of a port in the
Baltic Sea region. This water protection measure is also one of the Baltic Sea Chal-
lenge actions of the City of Helsinki.

5.1 Background

The City of Helsinki is the capital of Finland, located in southern Finland on the
coast of Gulf of Finland. It is the largest city in Finland having 0.5 million citizens.
The City of Helsinki established the Baltic Sea Challenge initiative together with
the City of Turku in 2007, and the activities within the Baltic Sea Challenge reaches
all administrative parts of the city. The Port of Helsinki is a municipal company
owned by the City of Helsinki and it is the main port of Finland in terms of passen-
ger and unitised cargo traffic. The total number of passengers in the Port of Helsinki
was 10.7 million in 2013 (Port of Helsinki, 2014). The Port of Helsinki comprises
three separate harbours. Two of them, passenger harbours South Harbour and
West Harbour, are located near to city centre (Picture 2). The third, cargo-focused
Vuosaari Harbour, is located in eastern Helsinki.

The first fixed sewage pipelines in South Harbour quays were installed in 1990,
and during 1999-2009 the pipelines were assembled on all existing quays in har-
bours near the city centre. During recent years, the installation has been made
together with the construction of new quays. In 2008, Vuosaari Harbour was
launched and it is equipped with sewage pipelines in all quays and piers. The no-
special-fee policy was launched in May 2008. The PRFs are connected to the mu-
nicipal sewage network and the received sewage is treated in the municipal
wastewater plant in Viikinmaki (Picture 2).
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Picture 2. Locations of the passenger harbours (South Harbour and West Harbour) and
Viikinmaki WWTP in which received sewage is treated (modified from City of Helsinki,
2014)

According to the Port, the main reason for implementing this measure is, in addition
to legislative demands, the benefit of improved image that the port gains from it.
Because of the location of the passenger ports, the Port focuses on environmental
responsibility work to save the citizens’ acceptance to operate and to keep and
expand the operation in the central location of the city. The high-level responsibility
and the location are clear benefits for competitiveness.

5.2 Identification of the impacts

The potential impacts of the measure are listed in Table 11. The costs that were
included in the analysis were the costs from PRF investments, operating and
maintenance and wastewater treatment. Also the energy consumption from the
heating of the PRF system and the climate impact due to this were measured and
monetised. The most important benefit that was gained from this measure is the
reduced nutrient emissions to the sea. Because reductions are related to marine
traffic it is not clear in which part of the sea the sewage dumping is avoided and
the highest impact achieved. The vessels visiting the Port of Helsinki travel within
or through the Gulf of Finland, so for this reason it was assumed in the analysis
that the Gulf of Finland gains the most benefit from the avoided sewage dumping.
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Table 11. Potential impacts of implementing PRF and receiving sewage from vessels with
no special fee system. The ones marked with a grey background were included in the anal-
ysis.

Positive impacts Negative impacts
Reduced nutrient emissions into the Investment and operating cost of the
Baltic Sea PRF

Future improvements of the WWT are | Wastewater treatment costs (fees
easier to realise in one large onshore | paid to WWTP)

plant than in several vessels
Avoided costs and energy consump- Increment in flow rates in WWTP:
tion of treating the sewage on the ship | requirements for expanding the
capacity, etc.

Passenger vessels prefer ports with Energy consumption of PRF

PRF and no-special-fee system, more
travelers visit the city

Good management of environmental Required time for ships visiting ports
responsibility increases competitive-
ness and improvises image of the port
-> competitors increase their level of
environmental responsibility

Collection of sewage in tanks before
discharging it in ports

There are also other potential impacts that were not analysed. Receiving
wastewater from ships may increase flow rates in the treatment plant, which may
cause requirements for expanding the capacity and increment in operating costs
and energy consumption. Because the port pays wastewater fees to Helsinki Re-
gion Environmental Services Authority (HSY), it can be assumed these fees cover
the costs in the treatment plant. On the other hand, the treatment in the plant pro-
vides also benefits: the treatment of sewage will be easier to manage and upgrade
in one plant than in several vessels on the sea. It is probably also more efficient in
terms of treatment and energy efficiency. However, the sewerage system requires
heating in the winter time and energy consumption causes climate impacts.

Other positive impacts may also be an increment in passengers visiting the City of
Helsinki, because the PRF is adequate and no special fee is charged for discharg-
ing the sewage in the Port of Helsinki. For vessels this opportunity may provide
cost-savings from avoided treatment of wastewater on the vessel. If they prefer the
Port of Helsinki and visit there more often for this reason, the passenger rates may
increase. The passenger rates in Helsinki have actually increased during recent
years, but it is very difficult to assess which share of the increment is related to this
measure.

As was mentioned, the port values the environmental responsibility very highly,
and it was one of the main reasons behind implementing the PRF system. Good
management of environmental responsibility increases the image value and com-
petitiveness of a port. This may increase the general level of environmental re-
sponsibility in ports, if it is regarded as an advantage of competition, which de-
creases environmental impacts of ports and is beneficial for society.
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5.3 Material and model

In this case study, the analysed water protection measure consists of constructing
and maintenance of the port reception facilities, receiving sewage from passenger
and cruising vessels with no special fee and treating the sewage in the municipal
WWTP. The Port expects that the PRF will be in operation in 40-50 years, and
thus, the impacts will be assessed until 2040 (taken as a best guess for a lifespan).
Below is explained in more detail, how the impacts from this measure were calcu-
lated and what kind of data was used.

Investment and operating costs

The investment costs consisting of installation and materials are listed in Table 12.
The investment costs beginning from year 1999 were available, so the investment
costs made in 1990-1998 are not included in this analysis. The costs are ex-
pressed in 2014 euros excluding taxes. The total investment cost during 1999—
2013 is approximately 3 million euros.

Table 12. Total investment costs of port reception facilities (PRF) installed in 1999-2013 in
passenger ports in 2014 values

South Harbour | West Harbour
PRF installation cost 693,300 1,967,300
PRF material costs 99,900 272,600
TOTAL 793,200 2,239,900| 3,033,100

The operating and maintenance costs of the PRF in passenger ports were approx-
imately 30,600 euros (in 2014 value, excluding VAT) from October 2012 to Sep-
tember 2013. There was no other available value for these costs, so it was used
also for other years. Because the electricity costs from heating are not included in
the operating costs, it was estimated by multiplying the estimated consumption of
electricity with the electricity price (0.08 €/kwh). In the South Harbour there is an
approximately 1050 m of heated pipe, with heating power of 5 W/m. If it is used 4
months per year, the electricity consumption would be 15,120 kWh/y and the cost
would be 1,210 €/y. Information on West Harbour was not received.

Nutrient load reductions

The avoided nutrient emissions to the sea was estimated from the amount of re-
ceived sewage, the nutrient concentration in sewage and the treatment efficiency.
The amount of received sewage from passenger and cruise ships has been in-
creasing since 2007, and it was in 2012 over 300,000 m? (Figure 16). According to
the Port, 350,000 m? is expected to be a maximum amount of received sewage in
the next years. This amount is assumed to be the average amount of wastewater
in future, because it is difficult to predict how the amount will change in future. It
can be influenced by many factors, like amount of marine traffic, passenger num-
bers, legislation, wastewater treatment in vessels etc. The recent increase is prob-
ably due to an increase in PRF capacity and passenger traffic. It is difficult to say
what has been the role of the no special fee system launched in 2008 in the in-
crease in sewage amounts.
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Figure 16. Annual amounts of received sewage water from passenger and cruise ships in
the Port of Helsinki

Sewage from passenger ships consists of black water (human sewage, from e.g.
vacuum toilets) and grey water (from kitchens and showers). The quality of sewage
from passenger ships was analysed in the Port's wastewater report (Kollin, 2012).
In South Harbour, the share of black water from studied passenger ships was as-
sessed to be 15% and in West Harbour 11%, while the studied cruise ships dis-
charged only grey water. Also four wastewater samples from ships were analysed:
there was a large variation in the nutrient concentrations but it may be due to prob-
lems with taking samples of settled solid in the sewage and thus it is hard to make
any conclusions.

The amount of wastewater treatment fee that a port pays to the regional water
utility is based on estimated shares and concentrations of sewage from ships. The
sewage includes approximately 10% of black water which includes on average 130
mg/l nitrogen and 14 mg/l phosphorus, and the remaining 90% is grey water which
is comparable to normal household wastewater (60 mg/l N and 9 mg/l P) (data
received from HSY). According to these numbers, the average concentrations in
the sewage are 67 mg/l for nitrogen and 9.5 mg/l for phosphorus, values that were
also used in this analysis. It should be noted that these numbers will give only a
rough estimate of the total nutrient amount, because the concentrations in sewage
from ships vary a lot, and the amounts are large.

In Viikinmaki WWTP, the average treatment efficiency for nitrogen was 88% and
for phosphorus 96% in 2012 (HSY, 2013, p. 19) These reduction values were ap-
plied in estimating the reduced nitrogen and phosphorus load into the Baltic Sea,
although the actual reduction rates may be lower for sewage from ships due to
differences in concentrations.
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Wastewater treatment costs

As was explained above, the sewage received in port is treated in the municipal
wastewater treatment plant and the port pays wastewater fees which cover the
expenditures of the wastewater treatment. The sewage water is regarded as in-
dustrial wastewater and the fee is higher compared to the wastewater fee for
households. The amount of fee has been 1.32 euros per m® since 2013, when the
charging system changed. Before that, the charging system was more compli-
cated, so in this analysis the mentioned value was used only. It is possible that if a
port applies the no special fee system, the port receives indirect fees from sewage
reception with other fees such as general waste fee and covers a part of the
wastewater treatment costs. In this analysis the port is assumed to cover the costs
because no information about the indirect fees were available.

Climate impact

As was estimated above, the consumption of electricity for heating the pipes is
approximately 15,120 kWh. To assess the amount of greenhouse gas emissions
(in CO2-equivivalent kg) due to the electricity consumption, the electricity consump-
tion was multiplied by the average climate impact from one unit produced electric-
ity, which is in Finland 210 CO.-eqv kg/MWh (Hippinen & Suomi, 2012, pp. 7-8).

5.4 Results

Beginning from the environmental impacts, the estimated nutrient load reductions
gained from the reception of sewage from ships in the Port of Helsinki are approx-
imately 21,000 kg of nitrogen and 3,000 kg of phosphorus annually. Reduction co-
vers about 1% of BSAP targets for Finland (HELCOM, 2014b). This is a remarkable
amount on a country level for a single water protection action. As was mentioned
previously, it is not clear in which part of the sea the sewage dumping is avoided
and thus it is not clear in which part of the sea the reductions have the highest
impact. However, it is likely that the Gulf of Finland gains the most benefit from the
avoided sewage dumping, because the vessels visiting the Port of Helsinki travel
inside or through Gulf of Finland.

The annual costs and benefits calculated with the best guess values during the
assumed lifespan (until 2040) are presented in Figure 17 (in the BSAP scenario)
and in Figure 18 (BASELINE scenario). Please note that the only differences be-
tween these two figures are the different eutrophication reduction benefits and the
scale of the y-axis. As in the previous cases of Luotsinméki and Liepaja WWTPs,
the eutrophication reduction benefits are in the BASELINE scenario notably higher
than in the BSAP scenario due to higher marginal benefit of nutrient load reduction.
Figure 17 and Figure 18 show that the investment costs in 1999-2013 of port re-
ception facilities (PRF) and the wastewater treatment costs are the largest cost
sources. Operating and maintenance costs and climate cost from electricity heat-
ing of PRF are very small (electricity costs are included in operating and mainte-
nance costs). In the analysis, the wastewater reception was assumed to begin from
2007, because the data was available since that year. During the first years, the
amount of received wastewater increased (as was seen in Figure 16) until it
achieved the assumed maximum amount of wastewater. Although the amount of
received wastewater remained the same, the annual present value cost and ben-
efits decrease in future due to discounting.
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Figure 17. Annual present value costs and benefits in the Port of Helsinki case in the
BSAP scenario
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Figure 18. Annual present value costs and benefits in the Port of Helsinki case in the
BASELINE scenario
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The annual net present values were obtained by summing up annual costs and
benefits. Annual net present values until 2040 for both the BSAP and BASELINE
scenarios are presented in Figure 19. In the BSAP scenario, the annual net present
values remain negative during the whole lifespan. In the BASELINE scenario, the
annual net present values turn to positive already in the first year when wastewater
reception was assumed to begin, and they are relatively large compared to the
negative net present values during the investment years.
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Figure 19. Annual net present values in the Port of Helsinki case in the BSAP and BASE-
LINE scenarios

Then, the annual net present values are summed up together to obtain the total
net present values (NPVs). With the best guess values, for the BSAP scenario the
NPV is approximately —7.5 million euros and negative, but for the BASELINE sce-
nario approximately 76.2 million euros and positive, while the B/C-ratios are re-
spectively 0.54 and 5.66. The situation seems to be similar as in the case of
Luotsinméaki WWTP: the sign of NPV depends on the scenario how the general
level the Baltic Sea protection develops in the future. To get more information about
the results and to analyse how other variables affect the NPVs or how probable it
is that NPVs are positive and negative, the sensitivity analysis was performed.

The variables that were taken into account in the sensitivity analysis and their best
guess, minimum and maximum values are listed in Table 13. For example, oper-
ating and maintenance costs were assumed to be 10% lower or higher in the future
than the best guess value. The heating of pipes was assumed to be used 2 to 6
months per year, instead of the best guess value of 4 months. The minimum values
of nitrogen (N) and phosphorus (P) concentrations of wastewater are nutrient con-
centrations of the grey water and the maximum values are nutrient concentrations
of the black water received from ships. Wastewater fees and electricity price were
assumed to be 50% lower or higher in the future.
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In partial sensitivity analysis, NPV was calculated by changing the value of a factor
per time from best guess value to a minimum or maximum value and it was
checked how the obtained NPV differed from the NPV calculated with best guess
values. Table 13 shows the results of partial sensitivity analysis both for BSAP and
BASELINE scenarios. For example, discount rate, length of the lifespan,
wastewater treatment cost and the variables that are related to the sewage have a
relatively great impact on the NPV. Some of these have relatively larger impact on
NPV in the BASELINE scenario (discount rate, lifespan N-related variables and
amount of sewage) and this is due to the large estimated nitrogen load reduction
(on average 21 tons N per year) and the weight of future benefits. The change in
wastewater treatment cost causes the highest relative change in the NPV in the
BSAP scenario, which can be explained by the large weight of this cost source and
with the scale differences to the BASELINE scenario. None of the factors are able
to turn the sign of NPV.

Table 13. Partial sensitivity analysis of the Port of Helsinki case: variables and their mini-

mum, maximum and best guess values and their relative impact on NPVs in the BSAP
and BASELINE scenarios

BSAP scenario BASELINE scenario

Variable Min Best Max | Change (Min Change Change Change

value guess value value)* (Max value)* (Min value)*  (Max value)**

value

Discount rate 0.01 0.035 0.06 0.65% —7.21% 23.63% —15.04%
Operating and -27,551 -30,612 -33,673 0.73% -0.73% 0.07% -0.07%
maintenance costs in
the future, €ly
Social cost of car- 7.2 23.9 43.9 0.01% -0.02% 0.00% 0.00%
bon, €/CO2-ton
Marginal climate im- 189 210 231 0.00% 0.00% 0.00% 0.00%
pact, kg CO2/ MWh
Energy consumption 7,560 15,120 22,680 0.22% -0.22% 0.02% —0.02%
in the future, kWh/y
Electricity price in
the future, €/kWh 0.04 0.08 0.12 0.21% -0.21% 0.02% -0.02%
Discharged
wastewater in the fu-
ture m3ly 300,000 350,000 400,000 2.89% -2.89% -11.74% 11.74%
N-reduction rate in
WWTP, % 80 90 95 —2.89% 1.45% —-4.87% 2.44%
P-reduction rate in
WWTP, % 90 95 98 —4.79% 2.88% —4.09% 2.45%
N concentration in
wastewater, g/m?3 60 67 130 —-2.72% 24.47% —4.58% 41.21%
P concentration in
wastewater, g/m?3 9 9.5 14 —4.79% 43.15% —4.09% 36.78%
Wastewater treat-
ment cost, €/m?3 0.66 1.32 1.98 54.98% -54.98% 5.44% -5.44%
Lifespan, until year 2030 2040 2050 8.77% —6.22% -20.47% 14.51%

* Relative change in NPV compared to best guess NPV in the BSAP scenario (approx. —7.5 million euros)
** Relative change in NPV compared to best guess NPV in the BASELINE scenario (approx. 76.2 million euros)
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In Monte Carlo sensitivity analysis, all of the variables can get any value between
minimum and maximum factors at the same time (see Chapter 2). All variables
listed in Table 13, except discount rate and the length of the lifespan, were included
in the simulation. The Monte Carlo simulation results are presented in Figure 20
for both the BSAP and BASELINE scenarios with the best guess lifespan (until
2040) and the discount rate (3.5%). In the BASELINE scenario, all NPVs were
positive, but in the BSAP scenario, 99% of NPVs were negative. The variance of
NPV for the BASELINE scenario is larger than for the BSAP scenario, because the
uncertainty related to the amount of nutrient reductions get more weight from
higher marginal benefit in BASELINE scenario. The Monte Carlo simulation was
performed also for different lifespans and discount rates, and these results are
presented in Appendix Ill. All NPVs in the BASELINE scenario are positive in all
analysed lengths of lifespan. The probability that NPV is positive in the BSAP sce-
nario increases slightly if the lifespan is longer or the discount rate smaller, but the
NPV remains still negative.
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Figure 20. Distribution of NPVs in Monte Carlo sensitivity analysis in case the Port of Hel-
sinki case in the BSAP and BASELINE scenarios (lifespan until 2040).

The development of the total NPV in time calculated with the best guess, worst
case and best case values is presented in Figure 21 for both the BSAP and BASE-
LINE scenarios. In the BSAP scenario, the sign of best case NPV turns positive in
2024 but the best guess and worst case NPVs are declining in time and remain
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negative despite the length of the lifespan. In the BASELINE scenario, all develop-
ment paths of NPV are increasing and the sign turns positive around 2007-2008
in all cases.
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Figure 21. Development of total net present values in the Port of Helsinki case: best
guess, minimum (worst case) and maximum (best case) NPVs in the BSAP and BASE-
LINE scenarios

5.5 Discussion

The case study of the Port of Helsinki provided an overview on how large are the
costs of implementing port reception facilities (PRF) and how large nutrient reduc-
tions can be obtained when passenger ships discharge their sewage water in port
instead of dumping in the sea. For example, the estimated nutrient reduction loads
to the Baltic Sea were 21,000 kg of nitrogen and 3,000 kg of phosphorus annually.
These amounts cover 1% of the Baltic Sea Action Plan (BSAP) for Finland, which
is a remarkable amount from a single measure.

The sign of net present value (NPV) of the case measure of the Port of Helsinki
depends strictly on how the level of the Baltic Sea protection develops in the future.
If actors around the Baltic Sea are not making additional actions to reduce nutrient
loads and the state of the sea will remain poor in the future as in the BASELINE
scenario, nutrient reductions are very valuable, and the total benefits of receiving
sewage from ships clearly exceed the total costs from it (NPV 76.2 M€, B/C-ratio
5.66). If the BSAP targets will be achieved, the total benefits of improved state of
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the water are higher, but the marginal benefit gained from one reduced unit of nu-
trient would be lower. Thus, in the BSAP scenario the benefits from measure of the
Port of Helsinki would not cover its costs (NPV —7.5 M€, B/C-ratio 0.54). The results
can be interpreted so that currently the net benefits are positive since additional
actions to reduce nutrient loads are not yet made. If the amount of nutrient load
reductions to the Baltic Sea increases to the BSAP targets level, the marginal ben-
efit value will decrease and the net benefits turn negative. If BSAP targets are
achieved, cost-efficient ways to implement PRF in ports should be considered.

However, the calculated net benefits in case study of the Port of Helsinki are prob-
ably underestimates, because the marginal benefit estimates do not cover the ben-
efits of improved coastal water quality and also other positive impacts were not
included in the analysis. The results should be interpreted with caution also be-
cause many assumptions were made and some data were lacking. For example,
the nutrient reductions were estimated from 2007 although the first pipes were in-
stalled already in 1990. Only part of the potential impacts were included in the
analysis, and it is possible that some impacts were not identified. Also the numbers
of ships visiting the Port of Helsinki and the number of ships discharging sewage
in port were not compared, and thus it is hard to say how large is the share of
received sewage from all the generated sewage from the passenger ships.

Currently the ports around the Baltic Sea are facing upgrading their PRFs because
the dumping of untreated sewage to the sea may be prohibited in the future. The
most efficient treatment of sewage would be achieved in an onshore plant, but the
total costs of a PRF system for a port may be rather high. Would there be possibil-
ities that PRF could be implemented with higher net benefits? In the Port of Helsinki
case, the investment costs and wastewater treatment costs were the largest cost
categories in the analysis, and the Baltic Sea benefit the largest benefit category.
When building up new quays and installing the port reception facilities there, the
investment costs would be lower than installing them to existing quays. Investment
costs would be lower also if the WWTP is very close to the port and a shorter
sewage pipe would be needed. The eutrophication reduction benefit would be
higher if the amounts of received wastewater would be higher, and ships should
be encouraged to discharge their sewage in the ports with a no special fee (NSF)
system. Also the cost-efficiency of wastewater treatment should be on a high level.

Meanwhile the ships consider whether to invest in a treatment plant on the ship or
not. The countries around the Baltic Sea may apply the NSF system in different
ways, and achieving a common system should be discussed more, for example
about what characteristics of sewage are included in NSF. NSF should be applied
in a way that provides no incentive for ships to discharge their sewage to the sea,
or treat the sewage on ship. (Clean Baltic Sea Shipping, 2013, pp. 75-76.) What
would be the optimal level of indirect fee to be charged from ships in order to en-
courage ships to prefer discharging the sewage at ports and to cover wastewater
treatment costs for port should also be studied.
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Photo: Eila Palojarvi, City of Lahti

Natural stormwater management

Stormwater management is becoming more and more important in urban environ-
ments. As perception increases and extreme weather conditions become more fre-
quent in the future due to climate change, amounts of stormwater (e.g. rain water
and melted water) from impermeable surfaces increase. It may cause flooding and
on an area of combined sewerage system sewage overflows. In urban environ-
ments, the stormwater can leach solid matter, nutrients, hazardous substances
and trash from roads and other unclean surfaces and carry them to water systems
in which these may cause eutrophication and harm ecosystems. Natural storm-
water management methods aim to take into account both quality and quantity of
stormwater: it collects the stormwater, delays flow rates and purifies the unclean
water. They can also provide recreational values for citizens and increase biodi-
versity in urban nature. Examples of natural stormwater management methods are
wetlands, biofiltration swales, creeks, ponds and dams, to mention a few. A case
study of stormwater management comes from Lahti, where a wetland was con-
structed couple of years ago to manage the stormwaters of a residential area.
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6 Case: constructed urban wetland in Lahti,
Finland

During 2008-2011, a large stormwater wetland was built up in a new urban habitat
area in Karisto, Lahti to gather the stormwater from the area into an open system,
to retain and purify the water before flowing into Lake Kymijarvi and to provide
recreational benefits for the local people. The wetland of Kivipuro consists of a
large sedimentation pond and a wetland area, in which a meandering creek col-
lects stormwater from the habitat area. This wetland represents an example of the
natural stormwater solutions that can be applied in urban planning.

6.1 Background

The City of Lahti is located inland approximately 100 kilometres north of the City of
Helsinki and it has approximately 100,000 citizens. Karisto is a relatively new hab-
itat area of Lahti situated on the coast of Lake Kymijarvi, east of Lahti city centre.
Lahti Regional Environmental Services took part in the Baltic Sea Challenge in
2008 and stormwater management actions were one of the themes in their Baltic
Sea Challenge Action Plan (City of Lahti, 2008).

Karisto was the first residential area in Lahti where natural stormwater manage-
ment was applied in urban planning. The motives for natural storm water manage-
ment in Karisto were adaption to climate change, reducing eutrophication of Lake
Kymijarvi, providing recreational opportunities for the residents in the area and in-
creasing biodiversity. Lahti is also an important area concerning ground water gen-
eration, and stormwater is regarded as an important resource for it.

The wetland of Kivipuro consists of a sedimentation pond and a wetland area which
together retain and purify the water before it flows into Lake Kymijarvi. The wetland
can be seen in Picture 3. Two meandering creeks collect the storm waters from
the residential area located south of the wetland. Water deepness is varying within
this wetland area, to sediment the solid matter and to retain the water flowing for
purification, as well as to provide habitat for various plant and animal species and
increase biodiversity. (City of Lahti & Jaakko Poyry Infra, 2005; Lahti Region
Environmental Services & Péyry, 2006.) The wetland area is also utilised in peda-
gogical purposes by the local kindergarten and school, and to increase citizens’
knowledge on natural stormwater management (Picture 4).
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Picture 3. Air photo from Karisto, Lahti (City of Lahti): the stormwater management system
of Kivipuro is located below right, and its catchment area is located south of the wetland.

Picture 4. Info board of natural stormwater management located next to the Kivipuro wet-
land (Photo by Taru Hamalainen, 2014)
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6.2 Identification of the impacts

In general, natural storm water management methods prevent problems related to
the quantity and quality of stormwater and can provide recreational and ecological
benefits (Table 14). There is potential for several cost savings that natural storm-
water management can provide: for example, prevention of stormwater floods and
overflows from combined drainage system decreases flood damages costs. Cost
savings come also from avoided construction of drainage systems and mainte-
nance work for dwells. Also the need for snow transportation decreases when the
melting water of snow is managed on the initial site. If stormwater was initially led
to a combined sewerage system and treated in a wastewater treatment plant, shift-
ing to natural stormwater management reduces also costs of wastewater treat-
ment, because it reduces the amount of wastewater to purify and the risk for pro-
cess failures in sewage pumping stations and plants. On the other hand, natural
stormwater management is not cost-free: an open drainage system for stormwater
brings costs from construction and maintenance and it increases land requirement
both in private and public areas. (City of Vantaa, 2009, p. 29.; Lahti Region
Environmental Services, 2010, p. 19 & 35)

Natural stormwater management methods, e.g. wetlands and meandering creeks,
can bring greenery, aesthetics and biodiversity to an urban environment and thus
provide recreational benefits for people. Also the improved state of local water sys-
tems provide improved opportunities for recreational activities, when stormwater is
purified and emissions ending up in water systems is avoided. Green infrastructure
in urban environments can also improve air quality. If combined sewerage is ap-
plied in the area, a shift to natural stormwater management decreases overflows
in the sewerage network and pump stations and thus decreases health risks re-
lated to sewage.

In addition, natural stormwater management provides ecological benefits. Natural
stormwater management can increase biodiversity by providing habitats for natural
vegetation and wild animals, like wetland birds. In addition to biodiversity and im-
proved state of local water systems and their ecosystems, natural stormwater man-
agement improves hydrological balance: retention of stormwater prevents the
groundwater level from falling as well as environment and vegetation drying in con-
structed areas.

Table 14. Potential positive and negative impacts of natural stormwater systems in general.
In the case of the Kivipuro wetland, impacts that were included in the cost-benefit analysis
are marked with a grey background.

Positive impacts Negative impacts
Avoided flood damages Planning and construction costs

Avoided costs related to problems if Maintenance costs
sewerage system is combined: over-
flow floods and problems in pump sta-
tions and wastewater treatment plant
due to high flow rates

Avoided health risk related to over- Opportunity cost of required land
flows of combined sewerage system

The table continues at the next page.
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Table 14 Continues

Positive impacts Negative impacts

Avoided construction and mainte-
nance of stormwater dwells and pipes

Reduced transportation of snow

Reduced erosion

Recreational benefits

Improved air quality

Improved state of water systems due
to reduced emissions of solid matter
and nutrients that cause eutrophica-
tion

Improved state of ecosystems due to
reduced emissions of harmful sub-
stances and trash

Increased biodiversity

Improved hydrological balance

Possible impacts related to the Kivipuro wetland are similar than in Table 14 above.
As was mentioned previously, stormwater management in Karisto aims to provide
recreational values, purify the stormwater, which reduces eutrophication, increase
biodiversity and promote ground water generation. The wetlands and open drain-
age system may provide cost savings from avoided installation of storm water
dwells and pipes. The opportunity cost of land is also a potential cost, because
open drainage systems require a bit more land than pipes. However, on the site
where wetland was built up the ground is very soft and likely it would not be utilised
in residential construction.

Because the new residential area of Karisto was planned to be dense, there was
no space for snow piles and reduced transportation of snow was not relevant in
this case. In addition, the stormwater system was built up in a new area, and im-
pacts related to combined sewerage system were not relevant either.

6.3 Material and model

Identifying the potential impacts showed that the wetland in Karisto can provide
several benefits, including ecological benefits that are very challenging to measure
or monetise. The cost-benefit analysis of the Kivipuro wetland in Karisto could
cover only part of the potential impacts. In addition to investment and maintenance
costs of wetland, there was data available to measure recreational values for resi-
dents and benefits from reduction of nutrient emissions. Costs and cost savings

66



related to constructing open drainage system instead of pipes and dwells were not
included because this kind of assessment data was not available.

Although the wetland is constructed and maintained by humans, it is also a natural
ecosystem and would last also independent of human actions. But how long there
will be residents accessing the recreational benefits is another question. Because
Karisto is a relatively new area, it was assumed that the wetland will stand as it is
now for a time period of 50 years.

Investment and maintenance costs

The total cost of construction of the Kivipuro wetland during 2008-2011 was ap-
proximately 360,000 euros and planning 20,000 euros. The construction included
earth construction work for two sedimentation ponds, construction of the ditches
and footpaths and planting the wetland vegetation. The maintenance costs were
5,000 euros and 8,000 euros in 2012 and 2013, respectively. Annual maintenance
depends on e.g. the growth of the vegetation and erosion and sedimentation of
solid matter. The ditches had to be cleared every 1-2 years, and the large ponds
every 5-10 years. The cost of removing sludge from the ponds was assumed to
be 1 euro per m2.

Nutrient load reductions

To calculate the total nutrient load reduction for every year, data for stormwater
quality and quantity was needed. In the case of Lahti there are eight sets of storm-
water samples available which have been taken in spring and/or autumn during
the years 2009-2013. Each set includes samples of in and outflowing water. The
available data set includes total nitrogen and total phosphorus concentrations (ug/1)
as well as flow rate (I/s). Data are presented in Table 15. Stormwater enters to the
Kivipuro wetland from two creeks at Karistonkatu side and Kivelanraitti side (Pic-
ture 5).

Table 15. Stormwater nitrogen and phosphorus concentrations and flow rates of Kivipuro
wetland (data from Lahti Region Environmental Services)

Inflow from Karistonkatu side | Inflow from Kivel&nraitti side Outflow

Total P Flow | Total N| Total P | Flow rate Total N| Total Flow
Date Total N pg/l pg/l | ratel/s pg/l pg/l I/s pg/l | Ppug/l| ratells
6.10.2009 1400 23 42.5 1200 180 8 660 47 40
15.4.2010 2100 58 0 1300 70 0 1500 57 44
9.11.2010* 2100 35 4
19.4.2011* 3100 49 1200 68 4.6 1800 68 72
22.9.2011* 3100 23 0 1600 600 520 29 4.3
26.4.2012 1500 53 33.3 1300 87 5.4 1300 54 42
17.10.2012 1800 45 9.04 1500 140 2.55 1400 62 40
23.4.2013 1700 27 0 1700 87 225 1600 70 8.4

*On 9.11.2010 there is data only for the outflow of Kivipuro wetland because the rest of the streams were frozen.

Also many of the flow rate values are zero, and for an unknown reason also four flow rate values are missing.
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Picture 5. Catchment areas (green line) and sample points (red dots) of Kivipuro wetland.
Inflow from Karistonkatu side is abbreviated (KK) and from Kivelanraitti side (KR) (modified
from map provided by Mira Kuparinen & Lahti Region Environmental Services, 2014).

There is a large variation in the nutrient concentrations and flow rates of storm-
water, as seen in the results (Table 15). The measures may be affected by varying
weather conditions and street construction in the catchment area. Outflow rates
may be affected by a small weir, which is used to control the water level in the
wetland. In addition, the phosphorus concentration measure taken from inflowing
water at Kivelanraitti side on 22.9.2011 is exceptionally high, and it looks like an
error. The data can provide only rough estimates for the nutrient flows, because
the number of samples are low, variation is high and the samples are taken in
spring and autumn. More reliable nutrient flow estimation would require continuous
measuring of volumes and nutrient concentrations in water, also measures in sum-
mer during the growth season, when circumstances for absorbing nutrients by
plants are the best.

However, in this case there was no alternative data for nutrient concentrations,

values from the sample data were regarded as best guess. Flow rates were calcu-
lated from a model. The nutrient load estimation required some assumptions.
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Firstly, it was assumed that the spring samples represent melting snow and rain-
water, the precipitation of the November—April period, and the autumn samples
represent rainwater of the May—October period. It was also assumed that the wet-
land system is closed: the inflowing water volume equals outflowing volume and
the inflowing nutrient load equals the sum of outflowing nutrient load and nutrients
bind by wetland. Because the water may remain in the wetland for days or weeks,
the measures from inflowing and outflowing water at the same date are not directly
comparable. Thus, the average concentrations of nutrients in inflows at Ka-
ristonkatu side and Kivelanraitti side and outflow were used. To calculate the water
volume flowing through the wetland system, equation 1.4 was used:

Q=Cxix*A, (1.4)

where Q is the stormwater volume (m? per time unit), C is a runoff factor, that de-
pends of the share of impermeable surfaces in the area, i is the intensity of precip-
itation (m per time unit) and A is the size of catchment area (m?) (Jutila &
Keséaniemi, 2006, p. 13). Runoff factor is for residential area on flat terrain between
0.05-0.15 (Melanen et al., 1982 according to Jutila & Kesaniemi, 2006, p. 13). The
water volume was calculated for every half year period by using average percep-
tion in May—October and November—April periods from 2000—-2014 perception data
(from Lahti Region Environmental Services). The catchment area of the Ka-
ristonkatu side of Kivipuro wetland is 84.5 ha and the Kivelanraitti side 53.5 ha.
Estimated water volume flowing through the wetland is likely an underestimate,
because groundwater exudes to the creeks and increases the water volume. How-
ever, the volume of exuded groundwater to the creeks has not been assessed. The
total nutrient load for every half year period was estimated then by multiplying nu-
trient concentrations and stormwater volumes.

When the nutrient load is estimated, the second step is to assess which part re-
mains in Lake Kymijarvi and which part ends up in the Baltic Sea. Lake Kymijarvi
is located inland, and the water collected from its catchment area flows through
several lakes to the river Kymijoki, which discharges to the Gulf of Finland. The
share of nutrients that end up in the Baltic Sea was calculated by estimates by
Huttunen, Vehvilainen, and Huttunen (2013) who have estimated the transporta-
tion of nutrients from lake catchment areas of Finland to the Baltic Sea by using
the WSFS-Vemala-model. According to their estimates, 12.75% of phosphorus
and 45.19% of nitrogen ends up in the Baltic Sea from the lake Kymijarvi catchment
area (Huttunen et al., 2013, p. 89). The benefits of nutrient load reduction into the
Baltic Sea were calculated in the way that was explained in Chapter 2.

The rest of the nutrients are assumed to remain in lake Kymijarvi, other lakes and
river Kymijoki, but the question is, how large are the benefits gained from nutrient
load reduction to these water systems? Another question is, for example in the
case of Kymijarvi, how large nutrient reduction should be made to have an impact
on the state of this water system? Currently the ecological state of lake Kymijarvi
is satisfactory, and to achieve a good ecological status, the phosphorus concen-
tration of the lake should decrease by 35% and nitrogen concentration by 20%
(Hame ELY Centre, 2010, p. 93 & 100), but there is no exact information on how
much the load should be reduced to improve the state of lake. Without this kind of
data it was not possible to estimate how large an impact the nutrient reduction
gained from Kivipuro wetland has on the state of Lake Kymijarvi — or the next water
courses.
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To calculate annual benefits of reduced nutrient load into Lake Kymijarvi there
should also be estimates for willingness to pay for improved state of water. Willing-
ness to pay (WTP) estimates for some lakes in Finland does exist, for example it
is 12—34 €/y per household for neighbouring lake Vesijarvi (Lehtoranta, 2013). Alt-
hough there is no benefit valuation study made for Lake Kymijarvi, a benefit trans-
fer method could be applied, where existing WTP-value for improved state of a
lake is transferred to represent the WTP for improving the state of another lake. To
use the benefit transfer method, there should be information about the characters
of both lakes and the population living in the surrounding areas, and how large
nutrient load reduction is needed to achieve the certain state. In the case of
Kymijarvi, the last mentioned condition is restrictive, because we are lacking this
data. Thus the benefits from a single measure (as a stormwater wetland is) to im-
prove the state of lake Kymijarvi for people who have access to use ecosystem
services provided by lake Kymijarvi was not possible to estimate in this study. The
benefits from the improved state of other lakes or river Kymijoki were not possible
to estimate either.

Benefits from wetland ecosystem services

The benefit transfer method could be applied to also estimate the benefit of the
wetland ecosystem services. As was opened above, existing willingness to pay
estimates for wetland services could be applied if the wetlands are comparable in
scale, wetland functions, and socio-economic background of citizens living nearby
the wetland. There is currently under construction a wetland park in Nummela, a
town located about 40 kilometres from Helsinki to the north-west. The wetland park
project is a part of Life+ Urban Oases project (University of Helsinki, 2014). The
wetland has similarities with the Kivipuro wetland: Nummela wetland will handle
the storm waters collected from the residential area, purify them before entering
Lake Engjarvi, and provide recreational and pedagogical services for residents.
There was conducted a small contingent valuation (CV) study of resident's WTP
for environmental services provided by Nummela wetland as a course assignment
in the University of Helsinki. According to the results, 70% of 61 respondents were
WTP for recreational opportunities, median annual WTP was 20.00 €/househould
and mean WTP 30.90 €/household, and mentioned activities related to the wetland
were e.g. walking and jogging, spending time with children and enjoying nature
(Rekola, 2014). Because the CV study was conducted as a student assignment,
the data or analyses beyond the results were not available and thus there is un-
certainty related to the results and the comparability of the populations. Although
the use of benefit transfer method would require more detailed data, the median
WTP (20 €/y per household) is taken as a best guess of WTP for recreational op-
portunities of similar wetlands.

The total willingness to pay for Kivipuro wetland was calculated by multiplying the
median WTP by number of those households who probably gain benefit from the
wetland. Because the Kivipuro wetland is a part of a park area located in the resi-
dential area, it was assumed that all residents in Karisto are able to gain benefit
from the wetland. In 2013, there were about 1,600 residents living in the Karisto
area (City of Lahti, 2014). The number of residents in Karisto has been predicted
to grow to 3,700-3,800 residents in 2025 (Mero, 2013) and to 7,000-10,000 resi-
dents in near decades (llveskorpi, Paivanen, Murole, Vanhanen, & Airas, 2007).
These numbers were used to predict the annual number of citizens and house-
holds (Appendix IV): in the analysis it was assumed that the number of residents
will grow according to rate 5.0% (range 4.4-5.8% in the sensitivity analysis). The
number of households was calculated from the number of residents by using
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household size information from a resident survey made in Karisto (City of Lahti;
Land Use Department, 2009).

6.4 Results

Since many assumptions were made and available data was restricted, the results
should be indicated with care, although they give an overview of costs and benefits
of stormwater wetland. At first, amounts of nitrogen and phosphorus flowing in and
out the Kivipuro wetland was estimated using average nutrient concentrations from
existing sample data and quantified amounts of stormwater. According to the esti-
mation, total inflowing amounts were higher than outflowing amounts, so it seems
that wetland is able to retain nutrients: annual estimated amount of nitrogen was
61 kg per year (52 kg per summer—autumn period) and phosphorus 2 kg per year
(2 kg per summer—autumn period) (Table 16). Estimation indicates that about a
third of inflowing nutrients is stored in the wetland. Sample data did not include
measurements of solid matter, which could show the sedimented particle phospho-
rus.

Table 16. Estimated annual amounts of inflowing and outflowing nutrients and retention of
the nutrients by the Kivipuro wetland

Nitrogen, Phosphorus,

kagly kaly

Inflow, Karistonkatu side (KK) 111 2
Inflow, Kivelanraitti side (KR) 47 4
Outflow 97 4
Amounts of nutrients retained by the wetland 61 2
Nutrient retention efficiency 38% 33%

These nutrients were assumed to be avoided flowing in Lake Kymijarvi, and further
in other lakes, river Kymijarvi and in the Baltic Sea. It was not possible to measure
or monetise the impact on local waters, but benefits of nutrient reductions to the
Baltic Sea were included as well as recreational benefits of wetland for residents
living in Karisto. Figure 22 and Figure 23 show the estimated annual costs and
benefits during the assumed lifespan of the wetland in BSAP and BASELINE sce-
narios. The recreational benefit is the largest benefit category and the investment
costs (cut in the figures). In both scenarios, the Baltic Sea benefits are rather small.
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Figure 22. Annual costs and benefits in present values in the Kivipuro wetland case in the
BSAP scenario. The present value of investment costs is about 0.5 million euros. Invest-
ment cost pillars are cut to illustrate the scale of other pillars.
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Figure 23. Annual costs and benefits in present values in the Kivipuro wetland case in the
BASELINE scenario. The present value of investment costs is about 0.5 million euros. In-
vestment cost pillars are cut to illustrate the scale of other pillars.
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The net present value of Kivipuro wetland calculated with best guess values were
83,000 € in the BSAP scenario and 132,000 € in the BASELINE scenario. B/C-
ratios were respectively 1.12 and 1.19. Figure 24 shows how the total net present
value is divided in the assumed lifespan. The annual net present values, sums of
annual costs and benefits, are first negative due to large investment costs, but after
construction they are positive because the wetland provides recreational opportu-
nities, which are valued higher than the maintenance costs. The annual net present
value grows due to the assumption that the number of households benefiting from
the wetland will increase in future.

50000

0 et e e nnnnnnnnnnnnnnnnnnnnn
o
LN
o
(a\]

(o]
LN
o
~N

2006=
0608=
2012
2014
2016
2018
2020
2022
2024
2026
2028
2030
2032
2034
2036
2038
2040
2042
2044
2046
2048
2050
2054
2056
2060

-50 000

-100 000

-150 000

-200 000

-250 000

-300 000

-350 000

-400 000

B BSAP M BASELINE

Figure 24. Annual net present values in the Kivipuro wetland case in the BSAP and BASE-
LINE scenarios calculated with the best guess values

In partial sensitivity analysis, the impact of each variable on the NPV were studied
by changing the value of one variable at a time. The minimum and maximum values
for nutrient concentrations and precipitation were sums or differences of average
values and standard deviations. In addition, it was guessed that dredging costs
could be 30% lower or higher than the best guess, and WTP of wetland be 50%
lower or higher than median WTP per household. According to the results (Table
17), chosen values of the discount rate, the growth rate of number of residents in
Karisto, the WTP estimate for wetland and the assumed lifespan have significant
impact on the best guess NPV and turn the sign of the NPV to negative. The scale
is large due to the long lifespan of wetland. Other variables had relatively small
impacts, especially in the BSAP scenario.
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Table 17. Partial sensitivity analysis of the Kivipuro wetland case: variables and their min-

imum, maximum and best guess values and their relative impact on NPVs in the BSAP

and BASELINE scenarios

BSAP scenario

BASELINE scenario

Best Change Change | Change Change

Minimum guess Maximum (Min (Max (Min (Max
Variable value value value value)* value)* | value)** value)**
Discount rate 0.01 0.035 0.06| 832.12%  -412.65% | 542.83%  —270.79%
Maintenance costs, € -5000 —-6500 —-8000 42.94% —42.94% | 27.03% -27.14%
Dredging cost, € —1540 —2200 —2860 2.86% —2.86% 1.80% -1.81%
Dredging frequency, in every n
year 5 7.5 10 —4.77% 2.38% | -3.00% 1.51%
Precipitation W, mm/half year 172 238 304 -0.12% 0.12% | -1.38% 1.39%
Precipitation S, mm/half year 295 386 476 —0.83% 0.83% | -8.10% 8.14%
KK-W Inflowing N concentration,
kg/m?3 0.001388 0.002100  0.002812 —0.79% 0.79% | -8.48% 8.51%
KK-S Inflowing N concentration,
kg/m3 0.001211 0.002100  0.002989 -1.60% 1.60% | —-17.15% 17.22%
KR-W Inflowing N concentration,
kg/m3 0.001153 0.001375  0.001597 —0.16% 0.16% | -1.67% 1.68%
KR-S Inflowing N concentration,
kg/m3 0.001225 0.001433 0.001641 —-0.24% 0.24% | -2.54% 2.55%
W Outflowing N concentration,
kg/m?3 0.001342 0.001550  0.001758 0.38% —-0.38% 4.05% —4.07%
S Outflowing N concentration,
kg/m3 0.000387 0.000860  0.001333 1.39% -1.39% | 14.90% -14.96%
KK-W Inflowing P concentration,
kg/m?3 0.000033 0.000047  0.000060 —0.10% 0.10% | -0.54% 0.55%
KK-S Inflowing P concentration,
kg/m?3 0.000018 0.000030  0.000043 —-0.15% 0.15% | -0.82% 0.82%
KR-W Inflowing P concentration,
kg/m?3 0.000068 0.000078  0.000088 —0.05% 0.05% | -0.26% 0.26%
KR-S Inflowing P concentration,
kg/m3 0.000132 0.000160  0.000188 -0.21% 0.21% | -1.15% 1.16%
W Outflowing P concentration,
kg/m?3 0.000054 0.000062  0.000070 0.09% —0.09% 0.52% —-0.52%
S Outflowing P concentration,
kg/m3 0.000029 0.000046  0.000063 0.32% -0.32% 1.74% -1.75%
Runoff factor 0.05 0.1 0.15 —2.00% 2.00% | —19.79% 19.87%
Annual growth of number of
households 1.044 1.050 1.058 | —125.24% 205.97% | —78.82% 130.16%
WTP for wetland per households, -
€ly 10 20 30| —464.16% 464.16% | 292.13% 293.32%
Lifespan, until year 2050 2060 2070 | —223.91% 266.91%

* Relative change in NPV compared to best guess NPV in BSAP scenario (approx. 83,000 euros)
** Relative change in NPV compared to best guess NPV in BASELINE scenario (approx. 132,000 euros)

In Monte Carlo simulation uncertainty related to all variables as in partial sensitivity
analysis except discount rate and lifespan are taken into account at the same time.
As a result, Monte Carlo distribution is similarly shaped in both scenarios and the
probability estimate that NPV is positive is 63% in the BSAP scenario and 69% in
the BASELINE scenario (Figure 25). The higher the discount rate and the shorter
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Frequency

the lifespan, the smaller the probability of positive NPV is (Appendix 1V). Monte
Carlo analysis indicates that NPV is more likely positive than negative, but the wet-
land requires a long life span.
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Figure 25. Distribution of NPVs in Monte Carlo sensitivity analysis in the Kivipuro wetland
case in the BSAP and BASELINE scenarios (with discount rate 3.5% and lifespan until
2060)

When looking at the development of NPV in time, in all scenarios (worst case, best
guess and best case; BSAP and BASELINE) the NPV is increasing in time (Figure
26). However, in worst case scenarios the NPV remains negative until 2070. In
best guess scenarios the wetland pays itself back in 2050-2060, and in best case
scenario already in 2030—-2040. The worst and best case scenarios are calculated
with extreme values (see partial sensitivity analysis) and are thus not likely, but
show the boundaries in which the NPV probably is.
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Figure 26. Development of total net present values in the Kivipuro wetland case: best
guess, worst case (minimum) and best case (maximum) NPVs in the BSAP and BASELINE
scenarios.
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6.5 Discussion

The identification of the impacts showed that a wetland as a natural stormwater
management method can provide several benefits which can be economical, social
or ecological. These benefits are not accessed if stormwater management is real-
ised with a conventional underground pipe system. Another important remark was
that local water protection actions implemented inland may have very wide impact.
In the case of the Kymijarvi catchment area, the water flows through several lakes
to the river Kymijoki, which discharges to the Baltic Sea. If the state of all these
water systems will improve, there is a remarkable number of citizens using these
water systems who will benefit from healthier local waters. On the other hand, the
stormwater wetland provides ecosystem services that have very local impact, and
mainly the people living in the area are able to gain benefits from them.

According to the cost-benefit analysis (CBA) results, the overall benefits gained
from the Kivipuro stormwater wetland seemed to exceed the overall costs, but it
depends on how much the residents value the wetland and how the Karisto area
will develop in the future. However, the CBA could cover only a part of the potential
impacts and measuring these impacts was rather challenging. The results should
be interpreted with caution, because a lot of assumptions were made and the avail-
able data was restricted. For example, because the sample data did not include
measures taken during the best growth season or from so-called first flush events,
the amount of nutrient retained by the wetland may be higher than estimated. In
addition, the benefit from reduced nutrient loads was able to be monetised only for
the Baltic Sea part. Costs savings from an underground stormwater network which
could be remarkable were not included either.

Although the CBA case study of Kivipuro stormwater wetland provided only rough
estimates, it gave an overview of what should be take into account when consid-
ering stormwater management and water protection. Because the natural storm-
water management is a long-term investment, it will also provide benefits long in
the future. The long lifespan also makes performing a CBA of natural stormwater
management challenging, because the impacts should be estimated and mone-
tised far to the future. In addition, climate change will increase the uncertainty even
more. However, the case study taught that more research concerning natural
stormwater management and more information of the costs and measured benefits
are needed, in order to find the most efficient methods to manage quality and quan-
tity of stormwater. The most important question that remained open was, how large
would be the benefits from a natural stormwater management system compared
to the conventional, underground pipe system.
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Photo: City of Helsinki Media Bank / Kimmo Brandt / Compic-Photos Oy

Agriculture

Agriculture is currently the major source of nutrient load from anthropogenic and
diffuse sources to the Baltic Sea. Within agriculture the main sources of nutrient
loads are manure from livestock production and chemical fertilisers. Large nutrient
reductions are required also in agriculture in order to achieve the Baltic Sea Action
Plan (BSAP) targets. (HELCOM, 2011, pp. 89-91.)

Although agricultural activities are usually related to private sector, they can be
also related to actors within the public sector, such as municipalities that own ag-
ricultural land. Thus also municipalities have opportunities to influence water pro-
tection in agriculture. Measures that municipalities can apply to decrease nutrient
leaching from fields are, for example, providing advice and guidance in agricultural
water protection and encouraging local farmers to apply good practises such as
reduced fertilisation, direct sowing, buffer zones, catch crops, crop rotation, grass-
lands and wetlands (Baltic Deal project, 2012; Launto-Tiuttu et al., 2014; Leppanen
et al., 2012). For example, the City of Turku owns agricultural land and leases it to
local farmers with the requirement of establishing extra wide buffer zones on fields
by the rivers in the area. This will be the next case study.
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7 Case: buffer zones by the river, Turku, Finland

The City of Turku owns agricultural land and leases it to local farmers. As a land-
owner, the city can influence water protection of the local agriculture. The city in-
cluded in 2005 a special condition of establishing extra wide buffer zones in land
lease contracts. Buffer zones are at least 15-metre on average wide vegetated
zones established between a field and a water course to reduce the surface runoff
of nutrients and soil erosion (Kulmala, 2012; TEHO Plus, 2012). This case differs
a lot from other cases in this cost-benefit analysis study, because the role of a
private actor, a farmer, is pivotal. As the city is the landowner, its decisions have
influence on the farmer’s profitability.

7.1 Background

The City of Turku is located in the south-west of Finland. The city has about
180,000 citizens and it is the sixth largest city in Finland. The River Aurajoki flows
through the city and discharges to the Archipelago Sea. The City of Turku is one
of the largest agricultural landowners in Finland: it owns 2000 ha arable land and
leases 1600 ha of it to local farmers.

The City of Turku included the special condition in land lease contracts in 2005.
According to this condition, farmers should establish buffer zones on fields by the
river Aurajoki or by its tributaries depending on the slope, location and size of the
field. The farmers have the possibility to apply for a special agri-environmental
subsidy from the EU for the establishment and management of the buffer zones.
The motive for the special condition in lease contracts was that the city considered
its duty to show a good example as a large landowner and to promote water pro-
tection activities in the local agriculture. Agriculture-related water protection work
led by the city began already in the mid-90s and it has been promoted and devel-
oped further later by the Baltic Sea Challenge initiative made by the Cities of Turku
and Helsinki in 2007.

Nowadays there are approximately three kilometres of buffer zones in length by
the river Aurajoki and other rivers in the Turku area. The buffer zones are 100 m
wide at the widest. In practice, the location and the width of buffer zones are usually
decided by the city but sometimes together with the farmer. To get special agri-
environmental subsidy rights from the EU, the buffer zone should be established
in a place where the risk for nutrient leach and erosion as well as the impact to the
local water system are high. In addition, a plan on how to establish and maintain
the buffer zone is required for a 5 or 10-year period, and the use of fertilisers and
chemical protectants is prohibited in the buffer zone. (Agengy of rural affairs MaVi,
2012.)

The City of Turku introduced two farmers who had suitable fields for this case
study. The focus here was put on two case fields, one from each farmer. One of
the fields is located by the river Aurajoki, about 10 kilometres from the Baltic Sea
coastline. It has been a rental field for the present farmer since 2000 and the 85-
metre-wide buffer zone was established in 2006. Already before the establishment,
a narrower 15-20 m wide buffer zone had been implemented. The wider buffer
zone was established by sowing a seed mix of timothy grass, meadow fescue and
red clover. The grass has been harvested by the cattle keeper 1-2 times per year
for silaging and cut when needed. On the field area above the zone there has been
cultivated wheat and rape. The field can be seen in Picture 6.
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Picture 6. The case field by the river Aurajoki (modified from City of Turku The Real
Estate and Measurement Authority, 2014)

The other field is located about 10 kilometres from the coastline by the narrower
river Vahajoki, which discharges to the river Aurajoki close to the field. The field by
the river Vahajoki has been under barley, wheat and rape cultivation during recent
years. The 10-metre-wide buffer zone was established in spring 2013 by sowing
grass seed mix and rolling. The seeds did not germinate properly due to drought,
S0 new sowing was required in spring 2014. Annual maintenance will consist of
cutting the vegetation when needed. The field can be seen in Picture 7.
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Picture 7. The case field by the river Vahajoki (modified from City of Turku The Real
Estate and Measurement Authority, 2014)

7.2 ldentification of the impacts

Establishing buffer zones has many impacts on the farmer’s profitability but it pro-
vides also environmental benefits for society (Table 18). When arable land is
turned into a buffer zone, it is excluded from the cultivation area. This may cause
opportunity costs from loss in total crop income and total cultivation subsidies, but
on the other hand it also reduces the total cost of cultivation. The buffer zone pro-
duces additional costs from the establishment and the annual maintenance. How-
ever, the farmer has an opportunity to get a special subsidy from the EU to cover
additional and opportunity costs caused by the buffer zones. If the rent price per
hectare of the buffer area is lower than the cultivation area, then the buffer zone
reduces the total rent costs as well, but for the landowner, the city, this means a
loss of rent income. All of these impacts were included in the analysis. In addition,
a clear benefit for the farmer is also that the buffer zone may facilitate and enhance
the cultivation, for example, because the buffer zone provides more space for large
machines and protects the crop from spreading weed (Ylinen, 2012).
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Table 18. Potential positive and negative impacts related to buffer zones on rental fields.
Private impacts refer to the farmer and public impacts to the city and society. The ones
marked with a grey background were included in the analysis.

Positive impacts Negative impacts

Private | Right to apply special agri-envi- | Establishment and maintenance
ronmental subsidy from the EU | costs of buffer zone

Reduced cultivation costs Reduced crop incomes
Reduced rent costs

Income from grass

Buffer zone facilitates and en-
hances cultivation (e.g. more
space for large machines)
Public | Reduced erosion and nutrient Reduced rent incomes
runoff

Reduced emissions from pro-
tectants

Increased biodiversity
Recreational benefits if urban
agriculture

The buffer zones provide also many environmental benefits. The main function of
the buffer zone is to reduce erosion and surface runoff of nutrients from the field to
the water system, but at the same time buffer zones prevent herbicides and pesti-
cides leaching from the field. If a special agri-environmental subsidy is received, it
is also prohibited to use fertilisers or protectants on the buffer zone area, which
also reduces the nutrient load and protectant emissions to the water system. The
buffer zone may also increase biodiversity, if it is vegetated by meadow plants for
instance. The decrease in nutrient reduction was estimated in the analysis, but
other environmental impacts were not included due to lack of data.

7.3 Material and model

The impacts from establishing buffer zones were found by comparing situations
with and without the buffer zones. Below is explained in more detail how impacts
on farmer’s revenues and the nutrient retention of buffer zones were estimated.

In Turku, lease contracts for fields are usually made for 56 years at a time. Always
when the lease contract ends the need for a buffer zone is checked and it is as-
sessed how the land use will continue. For this reason it is difficult to predict if the
cultivation will continue in case fields and if the buffer zones will remain in the land
area in the next lease period. Thus, it is assumed that the lifespan in this case
begins from the moment when the buffer zones were established and ends at that
moment when the present lease contract expires. In the Aurajoki case, the present
lease contract will expire in 2015, and in the Vahajoki case, in 2017.

Farmers’ costs and benefits

In this case study two fields were studied. In the case field by the river Aurajoki
(Aurajoki case) the total field area is 27.82 ha and the buffer zone area is 7.0 ha.
Because in this case field the narrower buffer zone did exist before establishing
the wider buffer zone, this 3.0 ha land area was excluded from the analysis, and
thus the analysed areas were 24.82 ha and 4.0 ha respectively. In the case field
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by the river Vahajoki (Vahjoki case) the total area is 8.81 ha and the share of the
buffer zone 1.66 ha. The annual income and cost values are listed in the following
Table 19:

Table 19. Values that are used in the analysis of two fields with buffer zones (in 2014
values)

Case field by the river |Case field by the river
Aurajoki Vahajoki
Cultivation income, €/haly 770 636
Cultivation subsidy, €/haly 564 525
Cultivation costs, €/haly 515 220
Rent of cultivated land,
€/haly 420 320
Buffer zone subsidy, €/haly 765 585
Buffer zone establishment,
€/haly 200
Buffer zone maintenance
costs, €/haly 155 200
Rent of buffer zone land,
€/haly 290 320

In Table 19, the values (in 2014 values) for the Aurajoki case are average annual
values based on values from the years 2006—2013 and the values for the Vahajoki
case are based on values from the year 2013. In the Aurajoki case, the establish-
ment costs are included in the maintenance costs. In the Vahajoki case, the farmer
did not have the possibility to apply for the EU subsidy for buffer zone for the first
year, 2013, because the establishing was done after the application time. Begin-
ning from year 2014 it was estimated that the annual amount of subsidy is 585
euros per hectare of buffer zone. The buffer zone was actually established in this
case from the farmer’s own initiative, but the city would support the action by low-
ering the buffer zone rent if the farmer applies for the special agri-environmental
subsidy. In the analysis, the rent of the buffer zone was assumed to remain at the
same level, because there were no estimates on how much the rent would be low-
ered.

Nutrient load reductions

The annual reductions in nutrient runoff in the case of the buffer zones were esti-
mated by using runoff functions from an article written by Lankoski, Ollikainen, and
Uusitalo (2006, pp. 202-204). Runoffs were calculated for nitrogen (N), particle
phosphorus (PP) and dissolved reactive phosphorus (DRP). The runoffs depend
on the width of the buffer zone and fertiliser use, as well as nutrient specific factors,
like soil P status and rate of the soil erosion. (Lankoski et al., 2006.)

Tilling practice related parameter values for erosion, experimental surface runoff
and nutrient runoffs that were substituted in the runoff functions were values from
nutrient runoff experiments made in Southern Finland by the river Aurajoki (Lanko-
ski et al., 2006, p. 205; Puustinen et al., 2010, p. 309). The field where experiments
were carried out is the same field that is analysed in this study. The current tilling
practice on the field by the river Vahajoki is direct sowing. On the field by the river
Aurajoki it has been normal ploughing until 2010 and shallow stubble tillage since
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2011. The parameter values for buffer zone size, soil phosphorus and fertiliser use
originated from case data. The values are listed in the following Table 20:

Table 20. Parameter values for nutrient runoff assessment in agricultural buffer zone cases

Case field by the river | Case field by the
Aurajoki river Vahajoki
Total land area, ha 24.82 8.81
Buffer zone land area, ha 3.96 1.66
Share of buffer zone, % 0.25 0.19
Tilling practice related N runoff, 9 9
kgl/(ha*y)
N fertilisation, kg/ha 140 100
Tilling practice related surface 234 233
runoff, mml/y
Soil P, 21 19
Erosion kg/ha 1420 620
Tilling practice related DRP run- 0.68 2.02
off kg/(ha*y)
Tilling practice related PP runoff 2.68 1.13
kg/(ha*y)
P fertilisation coefficient 0.06 0

The results of the cost-benefit analyses of the two case fields are discussed next.
The results of the two fields are reported separately and then compared in the
discussion.

7.4 Results: The field by the river Aurajoki

The buffer zone by the river Aurajoki reduced estimated runoffs per hectare for
both nitrogen and phosphorus (Figure 27 and Figure 28). From 2011, the tillage
practice changed from normal ploughing to shallow stubble tillage which also re-
duced estimated runoffs. The nitrogen runoff was estimated to reduce by 69%, in
normal ploughing phase by 12.3 kg/ha/y (and in shallow stubble tillage phase by
7.3 kg/haly (69%)). Phosphorus runoff was estimated to reduce respectively by 2.8
and 1.4 kg/haly (52% and 48%). Estimated phosphorus runoff reduction was
mainly a result of reduction in particle phosphorus runoff (96-98% share of the
total P runoff). When talking about the whole field, estimated nitrogen runoff reduc-
tions were 305.5 kg/y normal ploughing phase and 175.1 kg/y in shallow stubble
tilage phase, and estimated phosphorus reductions 69.6 kg/y and 34.8 kgly re-
spectively.
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Figure 27. Nitrogen runoffs (kg/haly) with and without buffer zone in the case field by the
river Aurajoki.

6,000

5,000 -

4,000 -

3,000 -

P kg/ha/y

2,000 -

1,000 -

0,000 -
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

m With buffer zone m Without buffer zone

Figure 28. Phosphorus runoffs (kg/haly) with and without buffer zone in the case field by
the river Aurajoki

According to the estimates, the buffer zone seem to be an efficient way of preventing
both nitrogen and phosphorus leaching from fields to the river Aurajoki and further to
the Baltic Sea. Although nutrient reductions from a single field are rather small, the
reductions are multiplied if buffer zones are applied widely in the area. Then reduced
erosion may improve the visibility of river water and thus provide very local impacts.
The reduced nutrient load may provide both local and wider impacts by decreasing
eutrophication in the coastal waters near the river mouth of the river Aurajoki and in the
Baltic Sea.
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The cost-benefit analysis of the buffer zone included many cost and benefit cate-
gories, as can be seen from Figure 29 (BSAP scenario) and Figure 30 (BASELINE
scenario) (values are for the whole field area). For farmer, the buffer zones provide
cost savings but also some loss of income and additional costs. For the landowner,
the City of Turku, reduced rent price for buffer zones causes some losses in rent
incomes, but it equals the savings in rent costs for the farmer. Due to reduced
nutrient runoff, buffer zones also provide the Baltic Sea eutrophication reduction
benefit which is high compared to other categories especially during the years
when normal ploughing was applied (2006—-2010) in the cultivation. The difference
in the eutrophication benefit in the BSAP and BASELINE scenarios is large. In the
BASELINE scenario, this benefit is annually significantly larger than other benefits
and costs (Figure 30).
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Figure 29. Annual benefits and costs in present values in the case field by the river Au-
rajoki in the BSAP scenario
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Figure 30. Annual benefits and costs in present values in the case field by the river Au-
rajoki in the BASELINE scenario

The sums of annual benefits and costs, the annual net present values, for both
BSAP and BASELINE scenarios, are presented in Figure 31. The annual net pre-
sent values are positive in both scenarios, but in the BASELINE scenario clearly
higher. Due to the change in the tilling practice, the annual net present values are
significantly lower from 2011.

80 000
70 000
60 000
50 000
gy 40000
30 000
20000
10 000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

B BSAP scenario M BASELINE scenario

Figure 31. Annual net present values in the case field by the river Aurajoki in the BSAP
and BASELINE scenarios calculated with the best guess values
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When the annual net present values are summed up together, we obtain the net pre-
sent values (NPV), which are approximately 41,000 € in the BSAP scenario and
507,000 € in the BASELINE scenario. The B/C-ratios were 1.48 and 6.87 respectively.
Although NPVs in both scenarios calculated with the best guess values are positive,
their sign may be sensitive to the assumptions. Especially the nutrient runoff is im-
portant to analyse in the sensitivity analysis, because it is based on estimation, not to
the exact measurements. The variables and their values that were analysed in sensi-
tivity analysis are listed in Table 21. The variables related to farmer’s profits were as-
sumed to have values that are 10% lower or higher, and nitrogen runoff factor was
assumed to be 50% lower or higher. Minimum and maximum values for runoff param-
eter were estimates from runoff experiments (Puustinen et al., 2010).

Table also presents the results from the partial sensitivity analysis. The particle phos-
phorus (PP) runoff factor and erosion factor have the largest impact to the NPV, espe-
cially in the BSAP scenario. The discount rate has also a rather significant impact. The
variables that are related to the revenues of the farmer change the NPV only slightly,
but the changes (10%) were also rather small. The relative changes look larger in the
BSAP scenario because the best guess NPV is smaller. None of the variables turn the
sign of NPV to negative.

Table 21. Partial sensitivity analysis of the Aurajoki case: variables and their minimum,
maximum and best guess values and their relative impact on NPVs in the BSAP and
BASELINE scenarios

BSAP scenario BASELINE scenario

Variable Min Best Max Change (Min Change (Max Change Change

value guess value value)* value)* | (Min value)** (Max value)**

value

Discount rate 0.01 0.035 0.06 -10.79% 12.23% -10.37% 11.74%
Crop revenues in future % 90 100 110 1.46% -1.46% 0.12% -0.12%
Annual work and material
costs in future, % 90 100 110 —0.68% 0.68% —0.06% 0.06%
Subsidies in future, % 90 100 110 -0.38% 0.38% —0.03% 0.03%
Surface runoff factor (NP),
mml/y 172 234 315 —0.40% 0.52% -0.27% 0.36%
Surface runoff factor (ST),
mml/y 168 213 315 —0.29% 0.65% —-0.20% 0.44%
Erosion factor (NP),
kg/(ha*y) 980 2100 4640 -41.02% 93.03% —28.03% 63.57%
Erosion factor (ST),
ka/(ha*y) 650 1420 2930 -17.15% 33.64% -11.72% 22.98%
PP runoff factor (NP),
kg/(ha*y) 157 3.71 9.56 —44.36% 121.28% -30.31% 82.87%
PP runoff factor (ST),
ka/(ha*y) 1.05 2.68 5.56 -19.24% 33.99% -13.15% 23.23%
DRP runoff factor (NP),
kg/(ha*y) 0.43 0.58 0.98 —0.39% 1.04% -0.27% 0.71%
DRP runoff factor (ST),
kg/(ha*y) 0.47 0.68 0.98 -0.42% 0.60% —-0.29% 0.41%
N runoff factor (NP),
kg/(ha*y) 7.85 15.7 2355 —3.85% 3.85% —8.68% 8.68%
N runoff factor (ST),
kg/(ha*y) 45 9 135 -1.86% 1.86% -4.19% 4.19%

* Relative change in NPV compared to best guess NPV in BSAP scenario (approx. 41,000 euros)

** Relative change in NPV compared to best guess NPV in BASELINE scenario (approx. 507,000 euros)
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The NPV distributions for the BSAP and BASELINE scenarios, resulting from the
Monte Carlo simulation (see Chapter 2), are slightly skewed on the left (Figure 32).
Especially NPV distribution in the BASELINE scenario has a clear right tail. These
findings can be explained with the results from partial sensitivity analysis: for ex-
ample, the maximum values for erosion factor and PP runoff factor increase the
NPV very much in the relative sense. All of the NPV values in the Monte Carlo
simulation were positive in both scenarios. The minimum NPV (worst case) in the
BSAP scenario was approximately 700 euros, rather close to the zero but still pos-
itive. The highest NPVs in the BSAP scenario and the lowest NPVs in the BASE-
LINE scenario are about the same scale. Monte Carlo simulation results with 1%
and 6% discount rates will found from Appendix V.
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Figure 32 Net present values in the Monte Carlo sensitivity analysis of the case field by
the river Aurajoki (discount rate 3.5%)

Finally, the development of the NPV in the time until 2015 (the year when the pre-
sent contract will expire) is presented in Figure 33. Also the NPV in the worst and
best case scenarios (with the min/max-values that either decreased of increased
the NPV in the partial sensitivity analysis) are presented in the figure. The NPVs
are positive from the beginning and increase in time. If the lease contract would
continue for one or more 5-year periods, the NPVs would be even higher.
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Figure 33. Development of the total NPV in time during the leasing period concerning the
case field by the river Aurajoki.

7.5 Results: The field by the river Vahajoki

The reductions in nutrient runoffs were estimated by a model, in which runoff fac-
tors based on the experiments performed in the Aurajoki field (see page 83) and
the characters of the Vahajoki field (the width of the buffer zone, soil P concentra-
tion) were applied. The tilling practice applied in the Vahajoki field is direct sowing,
so runoff factor values related to direct sowing were used in the estimation. The
estimated annual nutrient runoffs (kg/h) with and without buffer zones are pre-
sented in Figure 34 (nitrogen) and Figure 35 (phosphorus). The estimated nitrogen
runoff reduction was 6.7 kg/haly (75% reduction compared to runoff without buffer
zone) and the phosphorus reduction 0.5 kg/haly (21% reduction). Reductions per
hectare are smaller than in the Aurajoki case, which can be explained by the rela-
tively narrower buffer zone and different tilling practice, which gives the smaller
nutrient runoff per hectare even without the buffer zone. The share of particle phos-
phorus (PP) reduction of total P runoff reduction was smaller (55%) than in the
Aurajoki field, because the direct sowing reduces erosion, which is correlated to
PP runoff. The estimated nutrient reductions concerning the whole field area 60
kgly nitrogen and 4 kg/y phosphorus.
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Figure 34. Estimated annual nitrogen runoff (kg/ha) with and without buffer zone in the
case field by the river Vahajoki
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Figure 35. Estimated annual phosphorus runoff (kg/ha) with and without buffer zone in
the case field by the river Vahajoki

According to the estimate, the buffer zone seems to be an efficient way to prevent
especially nitrogen leaching to the river Vahajoki and further to river Aurajoki and
to the Baltic Sea. Estimation showed also that direct sowing is another efficient
way to reduce nutrient leaching, especially particle phosphorus. As was discussed
previously in the Aurajoki case, although nutrient reductions from a single field are
rather small, the reductions are multiplied if buffer zones are applied widely in the
area. Then they provide both local and wider impacts by decreasing eutrophication
in the coastal waters near the river mouth of the river Aurajoki and in the Baltic
Sea.
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The annual costs and benefits during the present contract period are presented in
present values in Figure 36 (BSAP) and Figure 37 (BASELINE). The values are
calculated for the whole field area. The eutrophication reduction benefit is relatively
high in the BASELINE scenario, but not significant in the BSAP scenario if com-
pared to other costs and benefits. The opportunity costs, losses in crop income
and cultivation subsidy, are the largest cost sources, while the buffer zone subsidy
is the largest benefit group. Because the establishment of buffer zone vegetation
failed in the first year, it was done again in the next year. The rent of the buffer
zone equals the rent of cultivated land, and did not provide rent cost savings for
farmer or income losses for the city (see page 81). These benefits and costs are
not included in the figures, because they were not changed.
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Figure 36. The annual costs and benefits during the present lease contract period in pre-
sent values in the BSAP scenario in the case of the Vahajoki field

91



6 000

5000
4000

3000

€ 2000
1000

0 -

-1000 -

-2.000

2013 2014 2015 2016 2017

M Loss in crop income M Loss in cultivation subsidy

M Savings in cultivation costs M Savings in rent of cultivated land

m Buffer zone subsidy m Buffer zone establishment
Buffer zone maintenance costs H Rent of buffer zone

I Eutrophication reduction benefit (BASELINE) ® Loss in rent income

Figure 37. The annual costs and benefits during the present lease contract period in pre-
sent values in the BASELINE scenario in the case of the Vahajoki field

The annual net present values (sums of annual costs and benefits) of the whole
field area during the present contract period in the BSAP and BASELINE scenarios
are presented in Figure 38. The annual net present value (NPV) is smaller in both
scenarios in the first year than in the next years, because the buffer zone subsidy
was not received during the first year. The annual NPV is negative in the BSAP
scenario and positive in the BASELINE scenario, and this is due to the large eu-
trophication benefits in the BASELINE scenario.
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Figure 38. The annual net present values for the whole field area during the present lease
contract period in the BSAP and BASELINE scenarios in the case of the Vahgjoki field
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The estimated net present value during the whole contract period was —4200 € and
negative in the BSAP scenario and 19,600 € and positive in the BASELINE sce-
nario. The B/C-ratios were 0.34 and 4.10 respectively. The results were analysed
further in sensitivity analysis.

The variables and their values that were included in the sensitivity analyses are
listed in Table 22. The crop revenues, annual work and maintenance costs and
subsidies were assessed to be 10% lower or higher in the future. Minimum and
maximum for runoff and erosion factors were picked up from literature (Puustinen
et al., 2010) except the N runoff factor, which was assumed to be 50% lower and
higher. In addition, it was checked how possible reduction in buffer zone rent would
impact on the NPVs. In the case field of Aurajoki, the rent of buffer zone was about
30% lower than the rent of the cultivated area. A similar reduction in rent was in-
cluded in the sensitivity analysis of case Vahajoki. Rent reduction and discount
rate were analysed separately in the Monte Carlo analysis.

Table 22. Partial sensitivity analysis of the Vahajoki case: variables and their minimum,
maximum and best guess values and their relative impact on NPVs in the BSAP and
BASELINE scenarios

BSAP scenario BASELINE scenario

Variable Min Best Max | Change  Change Change Change

value guess value (Min (Max (Min (Max

value value)* value)* value)** value)**

Discount rate 0.01 0.035 0.06 | -0.62% 0.49% 2.74% —2.50%
Crop revenues in

future, % 90 100 110 9.62% -9.62% 2.06% —2.06%

Annual work and ma-
terial costs in the fu-

ture, % 90 100 110| -0.30% 0.30% —0.06% 0.06%
Subsidies in the fu-

ture, % 90 100 110 | -0.98% 0.98% -0.21% 0.21%
Surface runoff factor

(DS), mmly 200 233 256 | —2.25% 1.56% —4.03% 2.81%
Erosion factor (DS),

kg/(ha*y) 430 620 950 | -5.86% 10.17% | -10.50% 18.24%
PP runoff factor (DS),

kg/(ha*y) 0.76 1.13 1.78 | —-6.26% 11.00% | -11.22% 19.71%
DRP runoff factor -

(DS), kg/(ha*y) 0.73 2.02 35| 10.12% 11.61% | -18.15% 20.82%
N runoff factor (DS),

kg/(ha*y) 45 9 13.5| -5.82% 5.82% | —-34.38% 34.38%
Reduction in buffer -

zone rent (%) 30 - -| 20.00% - 4.09% -

* Relative change in NPV compared to best guess NPV in the BSAP scenario (approx. —4,200 euros)
** Relative change in NPV compared to best guess NPV in the BASELINE scenario (approx. 19,600 euros)

According to the partial sensitivity analysis results in Table 22, the NPVs in both
the BSAP and BASELINE scenarios are a bit sensitive to erosion and phosphorus
related factors, especially to their maximum values. In the BSAP scenario also the
crop revenues and reduction in the buffer zone rent have the largest impact on the
NPV, and in the BASELINE scenario N runoff factor has the largest impact. None
of the variables turn the sign of NPV in either scenario.
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The signs of NPV remained the same also in the Monte Carlo analysis: all NPVs
in the BSAP scenario were negative and all NPVs in the BASELINE scenario pos-
itive (Figure 39). The variance is much larger in the BASELINE scenario than in
the BSAP scenario, but not skewed as in the case field of Aurajoki (Figure 32),
which is due to relatively smaller reductions in nutrient loads and smaller range of
minimum and maximum of the runoff factor. If the rent is assumed to be 30% lower
in the future, the sign of all NPVs will remain the same in the both scenarios. Monte
Carlo simulation results with 1% and 6% discount rates will found from Appendix
VI.
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Figure 39. Net present values in the Monte Carlo sensitivity analysis of the case field by
the river Vahajoki (discount rate 3.5 %)

Figure 40 shows how NPV behaves if the lease contract would continue for one or
more 5-year periods and shows differences between the BSAP and BASELINE
scenarios with best and worst cases and best guess assumptions. All NPV devel-
opment lines in the BASELINE scenario are increasing, while all NPV lines in BSAP
scenario are decreasing. When assuming that rent of the buffer zone is the same
as it is for the cultivated land, the NPV in the BSAP scenario will be negative de-
spite the length of the rent contract. If the rent price of the buffer zone is lowered
by 30%, then the best case NPV would turn to positive after 20 years. Only with
very optimistic assumptions could the NPV also in the BSAP scenario be positive.
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Figure 40. Development of the NPV in time if the leasing continues for several 5-year pe-
riods after the present contract expires in 2017.

7.6 Discussion

The case study of buffer zones in the rental fields of the City of Turku brought up
how the city as a landowner can influence water protection in local agriculture but
also how it influences a farmer’s profitability. The case study included two case
fields by the river Aurajoki and the river Vahajoki.

The nutrient reductions were estimated by a model and it gave a rough estimate
for the reduced nutrients. The model included factors such as applied tilling prac-
tice, soil phosphorus status and width of the buffer zone of the case fields and
runoff factors based on runoff experiments made in the case field by the river Au-
rajoki (Puustinen et al., 2010). According to the estimate, the buffer zones reduced
nitrogen leaching by 69-75% and 22-52% phosphorus leaching from fields to the
river. The reduced amounts of nitrogen were 6.7-12.3 kg/ha/y and phosphorus
0.5-1.4 kg/haly, and together buffer zones on these two fields reduce 235-
366 kgly nitrogen and 39-74 kgly phosphorus, depending on the tilling practice
and width of the buffer zone (the tilling practice was changed in 2011 in the Aurajoki
case). Although nutrient reductions from these two single fields are rather small,
the reductions are multiplied if buffer zones are applied widely in the area. Then
reduced erosion may improve the visibility of river water and thus provide very local
impacts. The reduced nutrient load may provide both local and wider impacts by
decreasing eutrophication in the coastal waters near the river mouth of the river
Aurajoki and in the Baltic Sea.
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The net present value (NPV) in the case field of the river Aurajoki was positive in
both the BSAP and BASELINE scenarios (BSAP: NPV 41,000€, B/C-ratio 1.48;
BASELINE: NPV 507,000 €, B/C-ratio 6.87), while in the case field by the river
Vahajoki the sign dependend on the scenario (BSAP: NPV —4,000, B/C-ratio 0.34;
BASELINE: NPV 20,000, B/C-ratio 4.10). The net present values were smaller in
the Vahgjoki case for many reasons, and the most important of them are related to
the estimated nutrient load: the buffer zone was narrower, and the applied tillage
practice was direct sowing, which also reduces nutrient leaching efficiently and the
change in nutrient leaching due to the buffer zone was relatively smaller than in
the Aurajoki case. In addition, the costs and benefits for the farmer were different
in the two cases. The uncertainty related to nutrient load estimated in the Vahajoki
case is higher than in the Aurajoki case, because the field is different. For example,
due to the higher slope of the Vahajoki field the runoff would be higher than in the
Aurajoki field, and it would increase the estimated nutrient leaching. The lifespan
in the Aurajoki case was notably longer, which also explains the difference in
NPVs.

The results should be interpreted with caution, because the nutrient reduction was
estimated by a model which did not take into account e.g. cultivated crops or var-
ying weather conditions, and they had a large influence on NPVs. Although it is
hard to draw straight conclusions from the results, buffer zones can be regarded
as a potential measure to reduce nutrient load from agriculture. If they are applied
widely within the same area, the total nutrient reductions may be remarkable. In
addition, the buffer zones may provide many environmental benefits and enhance
and facilitate cultivation, which could not be included in the analysis.
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8 Conclusions and discussion

The current ecological state of the Baltic Sea is alarming due to severe eutrophi-
cation, which threatens marine life and the benefits that the sea can provide for
humans. The main reason for eutrophication is the excess nutrient load caused by
human activities which calls for urgent and radical nutrient load reductions in the
entire Baltic Sea catchment area. While nutrient reductions in practice should be
done on the local level by cities, municipalities and other local organisation, the
impact is wider affecting the state of both local waters and the Baltic Sea.

The aim of this study was to assess the role of cities and municipalities in saving
the Baltic Sea. The following questions were considered:

¢ Which and how large impacts can be related to municipal water protection
measures?

¢ How are municipal water protection measures affecting the state of the lo-
cal water systems or the state of the Baltic Sea?

e How large are the environmental benefits gained compared to the costs of
these measures?

¢ Are the measures worthwhile from the perspective of social welfare?

These questions were studied by using the cost-benefit analysis (CBA) method in
which all relevant impacts from the whole lifespan of a project are identified, quan-
tified, turned into monetary values and summed up into a net present value (NPV)
measuring the increment in social welfare. The CBA was performed for five case
measures implemented by cities and municipalities:

e Centralising of wastewater treatment in Luotsinmaki WWTP in Pori (Fin-
land)

e An aerator investment in Liepaja WWTP (Latvia)

e Reception of sewage waters from ships in the Port of Helsinki without spe-
cial fee (Finland)

e A constructed urban wetland in Lahti (Finland)

e Agricultural buffer zones in Turku (Finland).

These differing case studies were chosen to provide information on overall im-
pacts, monetised environmental benefits, costs and net benefits of varying munic-
ipal water protection measures.

8.1 Summary of the results and conclusions

The study gave valuable information on different water protection measures imple-
mented by municipalities around the Baltic Sea (Table 23). Firstly, each case
study provided an overview of which positive and negative impacts are potentially
related to the studied measure. Identification of the impacts showed that in addition
to the nutrient reductions to the local water systems and the Baltic Sea, water pro-
tection measures can provide also various other positive impacts, which can be
local or global. The positive local impacts are, for example, energy cost savings
due to reduced energy consumption (wastewater treatment), flood protection and
improved recreational opportunities (natural stormwater management) and in-
creased biodiversity (natural stormwater management, agriculture), while the
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global impacts due to decreased energy consumption and decreased climate emis-
sions comprise avoided social costs of climate change. The case studies further
showed that water protection actions are usually connected also to other subjects
of environmental protection, such as climate change mitigation and adaption, air
and noise protection, flood protection etc.

Table 23. Key findings of the cost-benefit analysis study

1. The study provides an overview of positive and negative impacts potentially re-
lated to the studied measures
- In addition to nutrient reductions, water protection measures can provide
various other positive impacts, especially on the local level
- Water protection measures are usually connected also to other subjects of
environmental protection, such as climate change mitigation and adaption.

2. The study estimated the nutrient load reductions provided by the case

measures

- Investments in wastewater treatment and PRF can provide large nutrient
reductions which are significant even at the Baltic Sea level

- Natural water protection measures related to stormwater management and
agriculture can efficiently reduce nutrient loads, and multiple similar
measures implemented within the same area may provide significant nutri-
ent reductions

3. The study considered impacts of the measures on the state of both the local
water systems and the Baltic Sea.
- Nutrient reductions within the Baltic Sea catchment area seem to have an
impact both on local waters and the Baltic Sea. The water quality improve-
ment may, however, become apparent in delay.

4. The study estimated the environmental benefits in monetary terms
- When the state of the Baltic Sea is poor, the nutrient reductions are very
valuable
- Natural stormwater management may provide significant recreational ben-
efits in urban areas

5. The study compared the environmental benefits and costs of implementation
and studied the potential of water protection measures increasing social wel-
fare.

- All case measures provide substantial positive net benefits, suggesting that
all of them are worthwhile to be implemented today, if no additional actions
are made and the state of the sea remains poor in the future.

- If the Baltic Sea Action Plan targets will be achieved, the nutrient reduc-
tions of some of the case measures seem not to bring enough benefits to
exceed their costs, because the state of the sea is assumed to be at a
good level in the future. Additional nutrient reductions become less valua-
ble while the state of the sea improves.

- Due to the difficulty of predicting the protection of the Baltic Sea in the fu-
ture, the quantitative net benefits are likely to be found between the net
benefits estimated in the two scenarios above. However, net benefits of
case measures are probably higher than given by the results of this study,
because there are very many potential impacts that were not possible to in-
clude in the analysis, such as, for example, benefits of improved state of
local waters
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Secondly, the study estimated the nutrient load reductions provided by the case
measures. The summary of these results is presented in Table 24. The invest-
ments in Luotsinméki WWTP and the PRF of the Port of Helsinki were very sub-
stantial and provided large nutrient reductions but also a smaller investment in a
WWTP can notably reduce nutrient loads, as shown by the case of Liepaja WWTP.
The nutrient load reductions proved to be notable compared to country-level tar-
gets of the Baltic Sea Action Plan (BSAP). Also the natural water protection
measures, i.e. the stormwater wetlands and agricultural buffer zones, appeared to
retain nutrients rather efficiently although to a smaller amount. However, these
kinds of water protection measures are of high importance, since there may be
several of them within the same area accumulating the effects.

Thirdly, the study discussed their impacts on the state of local waters and the
Baltic Sea. The water protection measures of Luotsinméki WWTP and the buffer
zones in Turku were implemented by the river, and thus they impact on the state
of the river water locally and the sea near to the river mouth, in addition to the
impact on the state of the Bothnian Sea basin. Considering the measures of
Liepaja WWTP and the Port of Helsinki, the nutrient reductions were directly tar-
geted to the sea (Baltic Proper and Gulf of Finland sea basins), but effects may
also be seen on coastal waters. In the case of the stormwater wetland in Lahti, the
nutrient reductions were targeted to Lake Kymijarvi, but because the water flows
through many lakes and water courses to the Gulf of Finland, it may have a wider
impact on several water systems. This study was not able to measure the effect of
the measures on the water quality of local waters or the sea, because the cases
were rather recently implemented and detection of changes usually requires long-
term monitoring data and good knowledge of the considered water system. Water
quality improvements, in particular, become apparent in delay, because the recov-
ery of the water ecosystems takes time.

Table 24 Estimated nitrogen and phosphorus reductions (kg/y) gained from different wa-
ter protection measures and estimated monetary benefits (€/y) gained from the nutrient
reductions (kg/y) to the Baltic Sea

Case study Average ni- Average Benefits from nutrient | Benefits from nutri-
trogen reduc- | phosphorus | reductions to the Bal- | ent reductions to
tion, kgly reduction, tic Seain the BSAP the Baltic Sea in the

kaly scenario, €ly BASELINE scenario,
€ly

Luotsinmaki WWTP 127,500 31,000 2,572,000 25,635,000

Liepaja WWTP 18,000 1,000 107,000 1,477,000

Port of Helsinki 21,000 3,000 343,000 3,619,000

Stormwater wetland in 61 2 400 5,400

Lahti

Buffer zones in Turku 306; 175* 70; 35* 5,800; 3,000* 58,700; 30,400*

(Aurajoki) (12; 7* kg/ha) | (3; 2* kg/ha)

Buffer zones in Turku 60 4 400 5,300

(Vahajoki) (7 kg/ha) (1 kg/ha)

* Normal ploughing; shallow stubble tillage (tilling practice was changed in 2011)

Fourthly, the study estimated the environmental benefits in monetary terms. For
example, the benefits from the nutrient load reductions to the Baltic Sea were es-
timated by using marginal benefit estimates for nitrogen and phosphorus from
Ahlvik and Ahtiainen (2014). The marginal benefit is a monetary estimate of the
benefit from one kg of reduced nitrogen or phosphorus load to the sea gained by
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the citizens living around the sea. The marginal benefit is based on people’s will-
ingness to pay (WTP) for an improved state of the Baltic Sea. Ahlvik and Ahtiainen
(2014) estimated the marginal benefits in two scenarios:

1. The BSAP scenario: The level of the Baltic Sea protection in the future
follows the Baltic Sea Action Plan targets set by HELCOM

2. The BASELINE scenario: The current level of water protection is
maintained, but no additional actions are made in the future.

The marginal benefits depend strongly on the scenario of the future nutrient reduc-
tion development (BSAP or BASELINE). If no additional actions are made in the
future as assumed in the BASELINE scenario, the state of the sea will remain poor
and the benefits from additional nutrient reductions are very valuable. In the BSAP
scenario, the state of the sea improves, and the benefit from additional reductions
becomes lower accordingly — however, the total benefits from a better state of the
sea would be remarkably higher than without nutrient reduction actions. The esti-
mated marginal benefit further depends on the sea basin where the nutrient reduc-
tions are carried out and the nutrient in question, because e.g. the sensitivity of
sea basins differs and the estimated WTPs differ by country. It should further be
noted that the marginal benefit estimates in the BSAP scenario are likely underes-
timates, because they do not cover the benefits gained from an improved state of
the local waters. (Ahlvik & Ahtiainen, 2014.)

It turned out that in all case studies except the case study of Lahti, the nutrient
reductions to the Baltic Sea bring relatively large monetary social benefits, but the
scenario of how the Baltic Sea protection develops in the future significantly influ-
ences the amount (Table 24). The Baltic Sea protection is currently at the BASE-
LINE level, and if the level remains the same in the future, the BASELINE scenario
will be realised. If the level of protection increases in the future, the future scenario
shifts closer to the BSAP scenario. To achieve BSAP targets, ambitious nutrient
reductions and general willingness of saving the sea are required and many obsta-
cles need to be solved before that. Although it is hard to predict the future, the
future scenario will be somewhere between these two scenarios. Thus, the mone-
tary benefits gained from the measures are within the range of benefits in the BSAP
and the BASELINE scenarios in Table 24. In the case study of the stormwater
wetland in Lahti, the estimated monetary benefits from ecosystem services were
the biggest benefit category. In addition to these benefits, nutrient reductions im-
plemented within the Baltic Sea catchment area have an impact on the state of
local waters providing benefits for people using them. The number of people gain-
ing benefits may be notable especially when measures to reduce nutrient loads
are implemented inland, because these may impact every water system and
course along the way to the sea.

Fifthly, the study aimed to compare the environmental benefits and costs of im-
plementation and to show if the water protection measures have potential to in-
crease social welfare. This potential was measured by two economic performance
indicators: net present value (NPV) in which the benefits and costs during the ex-
pected lifespan of a measure are discounted and summed up, and benefit-cost-
ratio (B/C) which compares total benefits and total costs in present values. If NPV
is positive and B/C is over 1, the measure provides more benefits than costs, and
thus this project is worthwhile from society’s point of view. A sensitivity analysis
was also performed to study the uncertainty related to the results.

The cost-benefit analysis of each case included all relevant impacts of the measure
that were possible to measure and monetise. The CBA case studies resulted in net
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present values (NPV) and B/C-ratios that are summed in Table 25. The results of
the cost-benefit analyses showed that in the BASELINE scenario, all the case
measures gave positive NPVs and B/C-ratios over 1, suggesting that all of them
are worthwhile to be implemented today, when the state of the sea is still poor. In
the BSAP scenario, the NPV is negative and B/C ratio less than 1 in the cases of
Luotsinmaki WWTP, the Port of Helsinki, and the buffer zone by the river Vahajoki.
If the BSAP scenario will be realised and the state of the sea will be good in the
future, the nutrient reductions of the measures do not bring enough additional ben-
efits to exceed their costs. In the case of Liepaja WWTP, the NPVs were positive
and the B/C-ratio over 1 in both scenarios due to large nutrient reductions and
electricity cost savings. In the case of Lahti, the scenario has a rather small influ-
ence on the results, because the benefits mainly resulted from large benefits from
wetland ecosystem services. In this case, the net benefits are likely to be positive.
However, the NPVs and B/C-ratios will probably be between the BSAP and BASE-
LINE values because the future development of the protection of the sea is difficult
to predict as mentioned above. It should also be noted that many of the potential
positive impacts were not included in the analysis, e.g. the benefits of an improved
state of local waters, and the net benefits are probably higher than estimated.
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NPV range, standard deviation and probability of positive NPV case by case with ex-

pected lifespans

BSAP scenario BASELINE scenario
Best guess (B/C) | Best guess (B/C) . .
NPV NPV Major benefit (+) and
Min. NPV*  Max. NPV*| Min. NPV*  Max. NPV* | cost (-) categories
P(NPV>0)** P(NPV>0)**
Luotsir?rr'léki WWTP: -40 301 000 0.64 | 120,698,000 2.07 | ¥ Nutrient reductions
centralising of to the Baltic Sea,
wastewater treatment -54,256,000 -21,893,000 | 69,533,000 173,144,000 | - Investment costs
0.0000 1.0000
Liepaja WWTP: aerator 2.058.000 4.65| 18.561.000 3392 Nutrient reductions
investment T ' D ' to the Baltic Sea, elec-
1,626,000 2,826,000 | 12,632,000 26,370,000 | tricity cost savings
1.0000 1.0000 - Investment costs
PRF in Port of + Nutrient reductions
Helsinki: reception of a7£532.000 0.54| 76,182,000 5.66 to the Baltic Sea
sewage from ships -12,708,000 2,201,000 | 57,856,000 154,179,000 | - Investment costs,
wastewater treatment
0.0121 1.0000 costs
Storr_’nwater wetland in 83,000 112 132,000 119 | * Ecosystem services
Lahti of wetland
-377,000 747,000 -356,000 808,000 | = Investment costs,
0.6286 0.6877 maintenance costs
Buffer zones in Turku + Nutrient reductions
(by river Aurajoki) 41,000 1.48 507 000 6.87 to the Baltic Sea, in-
7,000 225,923 214,000 1,987,000 | creased revenues of
1.0000 1.0000 farmer
Buffer zones in Turku + Nutrient reductions
(by river Vahajoki) 4,000 0.34 20,000 410 to the Baltic Sea
-6,000 -2,000 7,000 38,000 | - Decreased revenues
0.0000 1.0000 of farmer

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis
** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 itera-

tions

The Table 25 shows results from the Monte Carlo sensitivity analysis, which re-
vealed that the uncertainty is higher in the BASELINE scenario than in the BSAP
scenario (larger ranges between minimum and maximum NPVs). In the Monte
Carlo sensitivity analysis, all known uncertainties are taken into account, and in the
BASELINE scenario a higher marginal benefit estimate gives more weight to the
uncertainties of parameter values related to the nutrient reduction estimation. In
addition to Monte Carlo, also partial sensitivity analysis and worst-best case anal-
yses were performed. These sensitivity analyses showed that, in general, the
longer the lifespan, the larger are the net benefits but also the higher is also the
uncertainty. In the cases of the Port of Helsinki and the buffer zone by the river
Vahajoki, the NPV were positive in the BSAP scenario when using very optimistic
assumptions. The sensitivity analyses also showed that the NPV in the case of
Lahti is very sensitive to many of the variables, although the NPVs seem likely to
be positive.

As a general conclusion of the case studies, the benefits gained from water pro-

tection can exceed the related costs, and thus the measures are able to increase
social welfare. Keeping the importance of local impacts in mind is fundamental in
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social welfare. Keeping the importance of local impacts in mind is fundamental in
decision-making concerning the water protection, even at the Baltic Sea level. The
case studies also showed that there are many kinds of benefits related to the water
protection, and these are often connected to other fields of environmental protec-
tion. Different kinds of water protection actions around the Baltic Sea are needed:
the protection of the Baltic Sea should be seen as an entirety and every single
measure is an important part of it. The study also showed how cost-benefit analysis
can be performed at a municipal level for single water protection measures, and
found out which kind of information would be required in order to perform a cost-
benefit analysis and to support implementing of water protection measures in mu-
nicipalities.

8.2 Discussion

In general, the study can be regarded as successful because it answered the ques-
tions set up in the beginning, and showed that a cost-benefit analysis can be a
valuable and useful tool to be applied also at the municipality level. The study pro-
vided a lot of valuable and useful information on different water protection
measures implemented by cities and municipalities on a local level. The five stud-
ied case measures formed a diverse set of municipal water protection actions
within the themes of wastewater treatment, marine traffic, stormwater management
and agriculture. The case measures included both large and small-scale invest-
ments, implemented in different parts of the Baltic Sea region both in coastal and
inland cities. In each case study, potential impacts related to the measures were
identified, and also measured and monetised if possible. These case studies pro-
vided information on lifespan impacts, monetised environmental benefits, costs of
implementation and the net benefits of different water protection measures.

However, in all cases there were impacts that were not included in the analyses
due to lack of possibility to measure or monetise them. Some of these impacts are
local, for example effects of the water quality of local water systems and the image
value for the local actor. These impacts may be very valuable from a decision-
making point of view and essential to remark. The estimated total benefits gained
from water protection actions were likely underestimates in most of the cases, be-
cause many positive impacts were not possible to be included in the analyses, as
exemplified and mentioned above. There may also be positive or negative impacts
that were not identified in the study. The difficulties of including all impacts derived
from lack of data: data was not existing or reacquiring too much time, work or mul-
tidisciplinary special expertise.

Although a comprehensive sensitivity analysis was performed, the obtained quan-
titative results should be regarded as rough estimates. Many assumptions had to
be made and usually best guess or average values were used in the estimations
because the available data were restricted. The municipalities were voluntarily in-
volved in the study, and provided their expertise and help in collecting the material
with their own possibilities. To get more accurate results in the analysis would have
required the use of detailed and explicit data for the analysis. Collecting these data
requires a good overview of the existing long-term data related to the water pro-
tection measure, and also time and understanding to extract and compile all of it
to a form which can be sent to the analyst.

Uncertainty is related to the results also because case studies have long time
spans and future impacts had to be predicted. As was seen in the sensitivity anal-
yses, the longer the lifespan, the wider the variance of net present values. The
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development of the state of the Baltic Sea in the future was also one of the key
factors causing uncertainty in the results: in some of the cases the sign of net pre-
sent value was dependent on the future development. It is hard to say how proba-
ble it is that the nutrient reduction targets described in the BSAP and the good state
of the sea will be achieved in a certain time period. This depends on every actor in
the Baltic Sea catchment area. In some cases, the net benefits were negative in
the BSAP scenario, but positive in the BASELINE scenario. These case measures
are recommendable today, because they are already implemented and the work
for aiming for better state of the sea is in the beginning, meaning that nutrient re-
ductions are currently very valuable. However, if these measures should be imple-
mented as a part cost-efficient set of measures in order to achieve the BSAP tar-
gets described in the BalticSTERN report (BalticSTERN, 2013) is a larger question,
which should be discussed in another study.

When interpreting the results, it is also very important to remember that the studied
case measures are not comparable with each other since they are very different
single examples from different themes. Thus, it is not advisable to generalise the
results of a case study to represent the affordability of the whole theme of water
protection or say that some measure is better than another. It is not advisable either
to conclude that focus in water protection should be put to one theme rather than
to the other, because one measure may provide various kinds of benefits that are
not achievable from another measure.
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9 Recommendations

As the last step in the cost-benefit analysis, the authors give recommendations to
support decision-making, usually on whether the studied measure should be im-
plemented or not. This cost-benefit analysis study consisted of five case studies of
different water protection actions that are already implemented. The recommenda-
tions result from the conclusions, lessons learned during the analysis and the in-
formation provided by the case studies. Recommendations are directed to civil
servants and decision-makers especially at a local level around the Baltic Sea, but
also other levels and stakeholders.

1. Use the provided information and the lessons learned of this study to sup-
port implementation of water protection work at the local level.

The study showed that the role of local actors in improving the state of local waters
and the Baltic Sea is crucial, and thus implementing new water protection
measures at the local level is recommendable. New measures to protect your local
waters can be implemented also with smaller investments. These measures have
especially local impacts, but they affect also the state of the common sea. The
study provides information on the implementation of differing municipal water pro-
tection measures and their lifespan impacts, monetised environmental benefits,
costs of implementation and the net benefits. All this information and lessons
learned can be valuable when defining alternative solutions, designing new
measures and implementing them at the local level. With some reservation, you
can reflect your own actions to the studied case measures.

2. Implement different kinds of water protection measures and, when possi-
ble, prefer measures having connection to other fields of environmental pro-
tection in order to get multiple benefits.

The case studies represented examples from four themes showing how diverse
water protection can be although they are only a small part of all possible measures
and themes. They also showed that many kinds of benefits are usually related to
the water protection and that the measures are often connected to the other fields
of environmental protection. Thus, all kinds of water protection work around the
Baltic Sea is needed: protection of the Baltic Sea should be seen as entirety within
which every single measure is an important part. When planning your water pro-
tection work, prefer diverse measures that provide multiple benefits and, when
possible, connect water protection to other fields of environmental protection, such
as climate change mitigation and adaption, biodiversity protection etc.

3. Use cost-benefit analysis as atool for choosing among potential measures
to be implemented or to improve cost-efficiency of already implemented
measures.

The study introduces the cost-benefit analysis method and how to apply it in mu-
nicipal water protection work. It showed that the CBA can be very a valuable tool
to support decision-making, because it provides help to understand the worth of
water protection. The CBA can be conducted before or after implementing a meas-
ure. Conducting it beforehand, it gives information for decision-making, concerning
which one of the alternatives would be the most efficient and provide the largest
net benefits. Analysing the long-term benefits and costs of different alternatives
may lead to substantial cost savings. In this study, the CBA was conducted for
measures that were already implemented, to provide lessons learned. This kind of
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ex post CBA will provide knowledge on different measure and ideas how to imple-
ment similar measures more efficiently with smaller costs or larger benefits. Be-
cause the CBA is a rather heavy tool, it is recommendable mainly to larger invest-
ments. However, lighter versions of CBA and similar tools exist, such as a qualita-
tive CBA and a cost-effectiveness analysis.

4. Put more effort in water protection research and data compilation.

The study revealed a need for more sufficient data compiling at the local level,
because the lack of data was probably the biggest hindrance in conducting the
prevailing cost-benefits analysis. If the possible impacts are not possible to assess,
these are difficult to take into account in decision making. Especially more com-
prehensive long-term monitoring of the state of local water ecosystems and water
quality would be important, as well as estimating the environmental benefits of
ecosystem services in monetary values. In case of stormwater management, there
is need for information on the quality and quantity of stormwaters and estimates
for the costs savings and ecological benefits that natural stormwater management
can provide. The information should be easily accessible and understandable, in
order to be easily utilised in municipalities. Municipalities should compile cost and
other data in an easily extractable form.

5. Utilise the existing networks, for example the Baltic Sea Challenge, for
sharing ideas, experiences and best practices regarding water protection to
get support for your own work.

The study showed that municipalities in the Baltic Sea region have implemented
differing water protection actions and a lot of information already exists. Hence,
local actors are not alone with their water protection work. The Baltic Sea Chal-
lenge is an international network for saving the Baltic Sea, with focus on concrete
action at the local level. The network provides support for water protection work,
networking opportunities as well as possibilities to exchange ideas, experiences,
best practices and information concerning the water protection measures at a local
level. You can also find partners for collaboration on water protection work.
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Appendix

Appendix I: Luotsinmaki WWTP case

Appendix I-A. Monte Carlo sensitivity analysis results in the BSAP scenario: average NPVs and minimum and maximum NPVs with different
lengths of lifespan (in euros)

BSAP Discount rate Minimum 0.01 Best guess 0.035 Maximum 0.06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Minimum | Best guess NPV Best guess B/C —-35,804,078 0.64 —42,032,227 0.57 —48,573,830 0.51
20 Min. NPV* Max. NPV* -43,834,625 —27,253,832 -49,029,511 —34,770,475 —54,622,094 —42,246,475
P(NPV>0)** 0.000 0.000 0.000
Best guess | Best guess NPV Best guess B/C -32,887,738 0.74 -40,301,333 -0.64 —-47,528,714 0.56
30 Min. NPV* Max. NPV* —44,569,360 —20,964,970 —54,256,016 —21,893,037 —55,020,978 -40,137,137
P(NPV>0)** 0.000 0.000 0.000
Maximum | Best guess NPV Best guess B/C -30,200,611 0.80 —-39,052,161 0.68 —46,934,490 0.58
40 Min. NPV* Max. NPV* —-45,264,851 —-14,914,427 -49,670,035 —27,928,492 -55,054,930 —38,758,556
P(NPV>0)** 0.000 0.000 0.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations

Appendix I-B. Monte Carlo sensitivity analysis results in the BASELINE scenario: average NPVs and minimum and maximum NPVs with different
lengths of lifespan (in euros)

BASELINE Discount rate Minimum 0.01 Best guess 0.035 Maximum 0.06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Minimum | Best guess NPV Best guess B/C 107,197,005 2.07 83,708,046 1.85 64,552,846 1.65
20 Min. NPV* Max. NPV* 63,709,367 154,667,522 46,803,358 123,238,255 33,391,986 98,325,361
P(NPV>0)** 1.000 1.000 1.000
Best guess | Best guess NPV Best guess B/C 169,511,151 2.35 120,698,359 2.07 86,891,085 1.81
30 Min. NPV* Max. NPV* 102,387,139 237,457,349 69,533,417 173,144,030 47,955,840 128,917,756
P(NPV>0)** 1.000 1.000 1.000
Maximum | Best guess NPV Best guess B/C 226,543,661 2.53 147,214,198 2.19 99,505,879 1.88
40 Min. NPV* Max. NPV* 139,949,809 318,286,263 87,956,823 211,835,912 56,064,436 146,068,543
P(NPV>0)** 1.000 1.000 1.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations




Appendix II: Liepaja WWTP case

Appendix II-A. Monte Carlo sensitivity analysis results in the BSAP scenario: average NPVs and minimum and maximum NPVs with different

lengths of lifespan (in euros)

BSAP Discount rate Minimum 0.01 Best guess 0.035 Maximum 0.06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)* P(NPV>0)** P(NPV>0)**
Minimum | Best guess NPV Best guess B/C 1,464,204 3.93 1,347,696 3.42 1,237,603 3.00
10 Min. NPV* Max. NPV* 1,162,025 1,995,154 1,085,925 1,862,376 982,002 1,693,793
P(NPV>0)** 1.000 1.000 1.000
Best guess | Best guess NPV Best guess B/C 2,348,452 5.61 2,058,050 4.65 1,811,912 3.90
15 Min. NPV* Max. NPV* 1,881,612 3,204,188 1,626,355 2,826,021 1,433,565 2,542,421
P(NPV>0)** 1.000 1.000 1.000
Maximum | Best guess NPV Best guess B/C 3,189,873 7.16 2,656,207 5.66 2,241,107 4.57
20 Min. NPV* Max. NPV* 2,483,653 4,402,132 2,133,268 3,665,882 1,787,857 3,,110,836
P(NPV>0)** 1.000 1.000 1.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations

Appendix II-B. Monte Carlo sensitivity analysis results in the BASELINE scenario: average NPVs and minimum and maximum NPVs with different

lengths of lifespan (in euros)

BASELINE Discount rate Minimum 0.01 | Best guess 0.035 | Maximum 0.06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)* P(NPV>0)** P(NPV>0)**
Minimum Best guess NPV Best guess B/C 13,782,138 28.54 13,264,618 24.84 12,828,330 21.76
10 Min. NPV* Max. NPV* 9,705,546 19,148,493 9,399,189 18,460,718 9,158,951 17,794,103
P(NPV>0)** 1.000 1.000 1.000
Best guess | Best guess NPV Best guess B/C 20,374,713 40.99 18,560,707 33.92 17,110,121 28.43
15 Min. NPV* Max. NPV* 13,902,623 29,403,044 12,715,589 26,312,232 11,857,526 24,108,976
P(NPV>0)** 1.000 1.000 1.000
Maximum | Best guess NPV Best guess B/C 26,647,412 52.43 23,019,930 41.40 20,309,761 33.33
20 Min. NPV* Max. NPV* 17,568,815 38,705,386 15,371,069 32,955,901 13,832,565 28,882,645
P(NPV>0)** 1.000 1.000 1.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations




1.1

Appendix Il Port of Helsinki case

Appendix IlI-A. Monte Carlo sensitivity analysis results in the BSAP scenario: average NPVs and minimum and maximum NPVs with different

lengths of lifespan (in euros)

BSAP Discount rate | Minimum 0.01 | Best guess 0.035 | Maximum 0.06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Minimum | Best guess NPV Best guess B/C -6,371,905 0.55 -6,873,040 0.51 —7,677,576 0.46
2030 Min. NPV* Max. NPV* -10,701,211 2,091,836 -10,410,628 199,697 -10,887,041 -1,162,040
P(NPV>0)** 0.0176 0.0003 0.0000
Best guess | Best guess NPV Best guess B/C —7,484,803 0.59 —7,533,867 0.54 —-8,076,763 0,9
2040 Min. NPV* Max. NPV* —14,369,042 4,551,152 -12,707,600 2,200,961 —12,083,606 —224,348
P(NPV>0)** 0.0861 0.0121 0.0000
Maximum | Best guess NPV Best guess B/C —8,492,295 0.61 -8,002,340 0.56 —8,299,667 0.50
2050 Min. NPV* Max. NPV* -17,353,359 6,240,661 —13,949,133 3,017,995 —13,091,660 133,213
P(NPV>0)** 0.1451 0.0316 0.0001

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations

Appendix I11-B. Monte Carlo sensitivity analysis results in the BASELINE scenario: average NPVs and minimum and maximum NPVs with
different lengths of lifespan (in euros)

BASELINE Discount rate | Minimum 0,01 | Best guess 0,035 | Maximum 0,06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Minimum Best guess NPV Best guess B/C 67,924,561 5,78 60,590,433 5,33 55,307,366 4,86
2030 Min. NPV* Max. NPV* 52,996,702 134,922,813 47,485,881 118,094,235 43,688,978 110,297,440
P(NPV>0)** 1,000 1,000 1,000
Best guess | Best guess NPV Best guess B/C 94,181,766 6,17 76,181,692 5,66 64,725,607 5,11
2040 Min. NPV* Max. NPV* 70,376,482 190,534,702 57,855,899 154,178,908 51,042,443 126,172,808
P(NPV>0)** 1,000 1,000 1,000
Maximum Best guess NPV Best guess B/C 117,952,072 6,41 87,234,628 5,84 69,984,704 5,23
2050 Min. NPV* Max. NPV* 90,290,101 233,972,095 65,799,362 170,930,041 51,428,022 139,342,444
P(NPV>0)** 1,000 1,000 1,000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10 000 iterations




Appendix IV: Lahti stormwater wetland case

Appendix IV-A. The development of number of residents in the Karisto area

Annual growth rate, %

3,700 residents in year

7,000 residents in year

10,000 residents in year

Minimum 4.38 2032 2047 2055
Best guess 4.99 2030 2043 2050
Maximum 5.79 2027 2039 2045




Appendix IV-B. Monte Carlo sensitivity analysis results in the BSAP scenario: average NPVs and minimum and maximum NPVs with different
lengths of lifespan (in euros)

Discount rate

Minimum

0.01

Best guess

0.035

Maximum

0.06

Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Minimum Best guess NPV Best guess B/C 257.131 1.38 -102,581 0.85 —-327,575 0.54
2050 Min. NPV* Max. NPV* —295,503 985,687 —440,381 347,726 —548,714 —47,085
P(NPV>0)** 0.795 0.340 0.000
Best guess | Best guess NPV Best guess B/C 771,651 2.07 82,784 1.12 —258,821 0.64
2060 Min. NPV* Max. NPV* —138,273 2,101,813 -376,792 747,319 -526,387 103,786
P(NPV>0)** 0.988 0.629 0.035
Maximum | Best guess NPV Best guess B/C 1,554,600 3.05 303,747 1.43 —194,243 0.73
2070 Min. NPV* Max. NPV* 154,247 3,889,741 -310,053 1,234,041 -504,270 247,448
P(NPV>0)** 1.000 0.820 0.159

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10 000 iterations

Appendix IV-C. Monte Carlo sensitivity analysis results in the BASELINE scenario: average NPVs and minimum and maximum NPVs with
different lengths of lifespan (in euros)

BASELINE Discount rate | Minimum 0.01 | Best guess 0.035 | Maximum 0.06
Lifespan Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Minimum Best guess NPV Best guess B/C 319,012 1.47 —58,200 0.91 —293,172 0.59
2050 Min. NPV* Max. NPV* —257,750 1,095,399 —426,703 418,245 -532,891 8,098
P(NPV>0)** 0.854 0.414 0.000
Best guess | Best guess NPV Best guess B/C 845,521 2.18 131,531 1.19 —222,782 0.69
2060 Min. NPV* Max. NPV* —85,059 2,261,832 —356,348 807,595 -516,465 167,843
P(NPV>0)** 0.996 0.688 0.071
Maximum | Best guess NPV Best guess B/C 1,639,323 3.16 355,589 1.51 -157,291 0.78
2070 Min. NPV* Max. NPV* 165,399 3,998,392 —277,943 1,303,019 —-486,598 290,685
P(NPV>0)** 1.000 0.867 0.227

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations




Appendix V: Case field by the river Aurajoki

Appendix V-A. Monte Carlo sensitivity analysis results in the BSAP scenario: average NPVs and minimum and maximum NPVs with different
lengths of lifespan (in euros)

BSAP Discount rate | Minimum 0.01 | Best guess NPV 0.035 | Maximum 0.06
Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Lifespan | Best guess NPV Best guess B/C 36,985 1.47 41,459 1.48 46,531 1.49
2015 Min. NPV* Max. NPV* 5,420 196,206 7,475 227,115 10,482 242,037
P(NPV>0)** 1.000 1.000 1.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations

Appendix V-B. Monte Carlo sensitivity analysis results in the BASELINE scenario: average NPVs and minimum and maximum NPVs with
different lengths of lifespan (in euros)

BASELINE Discount rate Minimum 0.01 Best guess NPV 0.035 Maximum 0.06
Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)* P(NPV>0)* P(NPV>0)**
Lifespan Best guess NPV Best guess B/C 454,485 6.75 507,046 6.87 566,575 6.97
2015 Min. NPV* Max. NPV* 199,897 1,743,153 213,685 1,987,170 228,918 2,268,989
P(NPV>0)** 1.000 1.000 1.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations




Appendix VI: Case field by river Vahajoki

Appendix VI-A. Monte Carlo sensitivity analysis results in the BSAP scenario: average NPVs and minimum and maximum NPVs with different
lengths of lifespan (in euros)

BSAP Discount rate | Minimum 0.01 | Best guess NPV 0.035 | Maximum 0.06
Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)** P(NPV>0)** P(NPV>0)**
Lifespan | Best guess NPV Best guess B/C -4,237 0.34 4,211 0.34 —4,190 0.33
2015 Min. NPV* Max. NPV* -5,613 —2,196 —5,558 —2,066 —5,403 —2,237
P(NPV>0)** 0.000 0.000 0.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10 000 iterations

Appendix VI-B. Monte Carlo sensitivity analysis results in the BASELINE scenario: average NPVs and minimum and maximum NPVs with
different lengths of lifespan (in euros)

BASELINE Discount rate | Minimum 0.01 | Best guess NPV 0.035 | Maximum 0.06
Best guess NPV Best guess B/C | Best guess NPV Best guess B/C | Best guess NPV Best guess B/C
Min. NPV* Max. NPV* Min. NPV* Max. NPV* Min. NPV* Max. NPV*
P(NPV>0)* P(NPV>0)* P(NPV>0)**
Lifespan Best guess NPV Best guess B/C 20,164 4.15 19,627 4.10 19,137 4.05
2015 Min. NPV* Max. NPV* 7,460 40,478 7,184 37,880 6,691 37,264
P(NPV>0)** 1.000 1.000 1.000

* Range from minimum NPV and maximum NPV, obtained in the Monte Carlo sensitivity analysis

** Probability that NPV is positive, obtained in the Monte Carlo sensitivity analysis performed by 10,000 iterations
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