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SUBJECT

Deferring the update of the capacity charge calculation until transmittal and Council approval of Clean Water Plan recommendations or 2024, whichever arrives earlier.

SUMMARY

Proposed Ordinance 2021-0458 provides for the deferral of the required update of the capacity charge calculation to allow for the completion of recommendations of the Clean Water Plan wastewater strategic planning process.

BACKGROUND 

State law authorizes the imposition of a “capacity charge” sewer system connection fee by local jurisdictions:

RCW 35.58.570 Sewage Facilities—Capacity Charge  A metropolitan municipal corporation that is engaged in the transmission, treatment and disposal of sewage may impose a capacity charge on users of the metropolitan municipal corporation’s sewage facilities when the user connects, reconnects or establishes a new service to sewer facilities of a city, county or special district that discharges into the metropolitan facilities.  The capacity charge shall be based upon the cost of the sewage facilities’ excess capacity that is necessary to provide sewerage treatment for new users to the system.  

In 1990, King County began charging a capacity charge to new customers who connect to the sewer system for the first time.  The capacity charge is intended to support the costs to build new capacity at its treatment plants and interceptor pipelines required to accommodate the increased flows associated with those new customers.  

The capacity charge is approved each year by the Council as part of the sewer rate adoption process; it is currently set as a monthly charge of $70.39 for new connections occurring in 2022.

The capacity charge is based on the costs, customer growth and related financial assumptions associated with new customer flows.  Those assumptions are updated every three years, as required by Council-approved Wastewater Financial Policies adopted in   KCC 28.86.160:  
	
KCC 28.86.160 C. 3. Financial Policy-15 3.d.  The capacity charge shall be set such that each new customer shall pay an equal share of the costs of facilities allocated to new customers, regardless of what year the customer connects to the system.  The capacity charge shall be based upon the costs, customer growth and related financial assumptions used for the Regional Wastewater Services Plan adopted by Ordinance 13680 as such assumptions may be updated.  Customer growth and projected costs, including inflation, shall be updated every three years beginning in 2003.

Under the current update schedule, an update would be required with the 2023 rate process, to be considered by Council in early 2022.

ANALYSIS

Clean Water Plan.  The Executive has undertaken a wastewater strategic planning process to address needs and opportunities for the regional wastewater system; this process is referred to as the Clean Water Plan.  It is anticipated that the process will result in policy updates to be addressed in legislative recommendations.  Until recently; those recommendations were anticipated at the end of 2022; the review process has been paused recently, to assure that it is structured to provide transparency, account for major system developments, and effectively engage regional system participants.  It is anticipated that the planning process will resume later this year.  

The system revisions and updates emerging from the Clean Water Plan are expected to impact costs associated with system capacity needs, that should be addressed as part of the capacity charge.  In light of those anticipated impacts, the Executive is recommending that the revised assumptions used to recalculate the capacity charge be incorporated into the triennial capacity charge update, and that the recalculation be delayed until either those Clean Water Plan-related recommendations are completed and adopted by Council, or 2024, whichever occurs earliest.  

Proposed Ordinance 2021-0458 revises the existing requirement for an update to provide that, for the update due to Council with the 2022 rate process (for the 2023 sewer rate/capacity charge), the update would be deferred until the rate process following transmittal and Council approval of recommendations from the Clean Water Plan process, or 2024, whichever occurs earlier.
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