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COMMITTEE ACTION

	
Proposed Substitute Ordinance 2026-0066.2 updating the capacity charge methodology, passed out of committee on June 3, 2026, with a “Do Pass” recommendation. 

The Proposed Ordinance was amended in committee with Striking Amendment S1 which made the following changes: 
· Amend definition of capacity charge to align with proposed methodology
· Makes technical changes to definition of component agencies, Comprehensive Water Pollution Abatement Plan
· Add definitions for eligible wastewater system costs, existing wastewater system investment, growth-related capital investments, substantial wastewater system capacity plans, total wastewater system capacity
· Remove definition for existing customer and amend definition of new customer to remove the 2003 distinction that was specific to the previous methodology
· Consolidates existing language related to sewer rate and update references to component agencies
· Reorder capacity charge subsections for readability 
· Align methodology for determining the capacity charge with new definitions 
· Add annual inflation adjustment of capacity charge to Engineering News-Record Construction Cost Index for Seattle
· Increase frequency of input and calculation review (from 5 to 3 years), add specificity to review language around capacity charge and capacity charge inputs, and require updates by changing from shall to should
· Add review for capacity charge methodology and new framing for the principle of growth pays for growth
· Remove language related to previous methodology that relied on a distinction between existing and new customers cost and revenue
· Require additional information regarding the capacity charge in the technical memo that is transmitted with the sewer rate and capacity charge ordinance

Striking Amendment S1 was amended by Amendment 1, which made a technical change, and Amendment 2 that added a report requirement.

The Proposed Ordinance was amended with Title Amendment T2 to conform the title to Striking Amendment S1 as amended.




SUBJECT

Proposed Ordinance 2026-0066 would amend King County Code 28.86.160, Financial Policies, to update the methodology that King County uses to calculate the capacity charge for new sewer connections.

SUMMARY

The proposed ordinance would update the methodology that King County uses to calculate the capacity charge for new sewer connections. The purpose of the capacity charge is to ensure that new customers pay the growth costs of expanding the wastewater system. The current methodology for calculating the capacity charge has been in place since 1999. In 2016, the King County Auditor reviewed the capacity charge program and recommended that the methodology be updated to a simpler, more transparent calculation. 

Proposed Ordinance 2026-0066 would maintain the principle that growth pays for growth, but would include significant changes compared to the current code. It would strike most of the existing methodology to calculate the capacity charge and would replace it with more broadly defined direction on how the charge is to be calculated. Many of the proposed changes to the methodology are not specifically included in the proposed ordinance language but have been explained through presentations to MWPAAC and RWQC, and in response to questions from Council staff. The staff report identifies policy considerations for the committee, largely related to the level of specificity and guidance for the proposed methodology that is preferred in code. 

The Executive's proposed 2027 sewer rate and capacity charge (Proposed Ordinance 2026-0103) assumes a capacity charge based on the methodology in this proposed ordinance. The PAO reports that this ordinance must be adopted prior to adopting the proposed sewer rate and capacity charge.

After the transmittal of this ordinance and the proposed 2027 sewer rate and capacity charge, WTD identified an error in the assumption in the proposed methodology used to calculate the capacity charge. The Executive is requesting an amendment to Proposed Ordinance 2026-0103 to correct the 2027 proposed capacity charge. Because the assumption is not specified in Proposed Ordinance 2026-0066, the error does not require an amendment to this ordinance. 

BACKGROUND 

System Development Charges. King County uses the term "capacity charges" to refer to system development charges (SDCs) for the sewer system. SDCs are one-time charges imposed on new and expanded development as a condition of water, sewer, and stormwater service so that such property developments pay their equitable share of the cost of the respective utility system.[footnoteRef:1] According to Department of Commerce guidance, SDCs should be calculated and implemented on the core premise that growth should pay for growth. The authority that the RCW grants jurisdictions to impose SDCs is oriented toward recovering an equitable share of the costs of existing and future system facilities from new and expanded development, not to revenue generation.[footnoteRef:2] [1:  Washington State Department of Commerce, Residential Proportional Impact Fees and System Development Charges Guidebook, 12-1]  [2:  Residential Proportional Impact Fees and System Development Charges Guidebook, 12-1] 


The basic SDC calculation determines a cost per unit by dividing eligible system facility costs by the applicable system capacity. Under traditional approaches, the unit cost is usually based on the average potential demand of a single-family residential customer.

There are three common methods used by jurisdictions in developing SDCs: the system buy-in approach, the incremental approach, and the average cost (or combined) approach. 
· The system buy-in approach requires new or upsized connections to invest at a level similar to the average investment made by existing customers. DOC guidance notes that "this approach is most suitable when existing system facilities have capacity exceeding current customer demands, such as mature systems that are at or near full development and anticipate limited future growth."[footnoteRef:3] [3:  Residential Proportional Impact Fees and System Development Charges Guidebook, 12-6] 

· The incremental approach calculates the cost of future system expansion facilities and assigns those costs solely to projected new incremental capacity units. DOC guidance notes that "this approach is most suitable for systems experiencing rapid growth and major system expansion needs."[footnoteRef:4] [4:  Residential Proportional Impact Fees and System Development Charges Guidebook, 12-7] 

· The average cost (or combined) approach recognizes that the utility invests in system infrastructure to benefit both existing and future customers equally. With the average cost approach, existing assets and planned future capital are divided by the total customer base that the existing and planned infrastructure can serve. DOC guidance notes that "this approach is commonly used in Washington state because it results in generally moderate and stable SDC over time and provides a straightforward and equitable allocation of system costs between existing and new customers."[footnoteRef:5] [5:  Residential Proportional Impact Fees and System Development Charges Guidebook, 12-7] 


Capacity Charge in State Code. RCW 35.58.570 gives metropolitan municipal corporations that provide sewage services, like King County, the authority to charge SDC. According to RCW 35.58.570.1, the capacity charge shall be based on the cost of the sewage facilities' excess capacity necessary to provide sewerage treatment for new users of the system. RCW 36.94.140 requires that the capacity charge rate be uniform within the same customer classification.

[bookmark: capacitychargebackground]Capacity Charge Billed to New Customers by King County. King County funds wastewater system expansion through a combination of monthly sewer rates paid by all customers and a one-time capacity charge imposed on new connections to the system. The capacity charge is a charge in addition to sewer service billed to customers who connected to the sanitary sewage system on or after February 1, 1990.[footnoteRef:6]  [6:  K.C.C. 28.84.050.O.1] 


As a system development charge, the purpose of the capacity charge is to ensure that new customers pay the growth costs of expanding the wastewater system. Financial Policy 15(1)(b)[footnoteRef:7] states that "New customers shall pay costs associated with the portion of the existing wastewater conveyance and treatment system that serves new customers and costs associated with expanding the system to serve new customers. New customers shall pay these costs through a combination of the monthly sewer rate and the capacity charge. Such charges shall be designed to have growth pay for growth." [7:  K.C.C. 28.86.160.C] 


The capacity charge is triggered by connection to the sewer system, not an upfront development cost at the time of permitting.[footnoteRef:8] Unless a developer voluntarily pays the capacity charge, it becomes an additional cost that buyers will encounter when purchasing properties with new sewer connections. The capacity charge is billed directly to customers by King County, unlike the wholesale sewer rate. The capacity charge can be paid as a lump-sum up-front with a discount, or as a monthly charge amortized over 15 years. If a buyer purchases property with an outstanding capacity charge, the new buyer becomes responsible for the capacity charge payments.[footnoteRef:9]   [8:  State statute does not allow the County to require up-front payment of the capacity charge by the developer.]  [9:  Under K.C.C. 28.84.050.O.5, the capacity charge is the responsibility of the current owner. The department shall collect the capacity charge directly from the current legal property owner.] 


Existing Capacity Charge Methodology. The capacity charge is calculated, as defined in code,[footnoteRef:10] as:  [10:  K.C.C. 28.86.160.C FP-15] 
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Total system costs include the costs to operate, maintain, and expand the wastewater system over the life of the RWSP. 

Where King County: 
1. Calculates what new growth will cost by subtracting rate revenue from existing customers[footnoteRef:11] from the total system costs [11:  K.C.C. 28.86.010.I  "Existing customer" means a customer who connects, reconnects, or establishes a new service on sewers tributary to the county's metropolitan sewerage service before January 1, 2003.] 

2. Subtracts what new customers[footnoteRef:12] will already pay in monthly rates [12:  K.C.C. 28.86.010.O "New customer" means a customer who connects, reconnects, or establishes a new service on sewers tributary to the county's metropolitan sewage system on or after January 1, 2003...  ] 

3. Divides the remaining growth cost evenly across all new sewer connections.

Capacity charges are assessed based on the projected volume of domestic water consumption for a given structure type, expressed in Residential Customer Equivalents (RCE).[footnoteRef:13] The 2026 capacity charge is $77.99 ($14,038 over 15 years) per residential customer equivalent (RCE) per month and is expected to generate $104 million in revenue.  [13:  K.C.C. 28.84.050.O.3] 


Other County Policy Requirements. Under FP-15, the capacity charge cannot exceed the capital cost of facilities needed to serve new customers, at least 95% of projected growth-related capital costs (treatment, conveyance, biosolids capacity) must be allocated to new customers, each new customer should pay the same share regardless of the year they connect, and growth and cost projections must be updated every three years. 

Additionally, FP-15 includes update provisions that customer growth and projected costs, including inflation, shall be updated every three years beginning in 2003, and that the County should periodically review the capacity charge to ensure that the actual costs of system expansion to serve new customers are reflected in the charge.  

2020 Capacity Charge Rate Structure Update. In 2020, the King County Council adopted Ordinances 19153 and 19156 to restructure the capacity charge to align the amount charged according to size and type of housing as a proxy for the average number of persons accommodated by the housing type. Commercial connections continued to pay based on the number of fixtures, and discounts for low-income housing remained in place. These changes did not impact the methodology used to determine the total costs of growth. 

Update to Projected Customer Numbers and Projected Capital Costs. The Regional Wastewater Services Plan (RWSP), covering 2003 through 2030, is the comprehensive plan for regional wastewater services and serves as the basis for projecting customer numbers, capital projects needed to maintain capacity, and financial assumptions for the capacity charge. K.C.C. 28.86.160 currently requires an update of customer numbers and projected capital costs used to calculate the capacity charge every three years. The last capacity charge update occurred in 2024 and covers the capacity charge calculations for 2025 and 2026.
2016 Auditor's Report. In 2016, the King County Auditor's Office reviewed whether current wastewater capacity charge practices ensure that new development pays for the costs of expanding the wastewater system: "does growth pay for growth?" The audit concluded that it is unclear whether growth is paying for growth for three reasons: a highly complex financial model, methodology choices that appear inconsistent with policy intent, and ambiguous financial policies.
1. Overly complex computer model: According to the audit, WTD relies on a highly complex capacity charge model that lacks transparency, cannot be independently verified, and is vulnerable to errors. The model's complexity makes it difficult for decision-makers to confirm whether growth is actually paying for growth.

1. Methodology choices appear contrary to policy intent: The audit found two areas where the methodology used does not appear to align with the intent of Council-adopted policies. First, certain modeling assumptions effectively charge new customers interest on growth costs initially paid by existing customers, even though financial policies do not authorize charging interest. At the same time, the model likely underestimated pre-2003 growth costs, shifting costs away from new customers. These two issues have opposing effects on the capacity charge and partially offset each other, making it difficult to determine whether growth is paying the appropriate share of costs.

1. Ambiguous financial policies: Several sections of the County's financial policies are unclear or internally inconsistent. For example, policies requiring each new customer to pay an equal share of growth costs conflict with the current approach, under which customers pay different capacity charge amounts depending on the year they connect. According to the audit, in practice, the policy of growth paying for growth has consistently outweighed the policy that each new customer should pay an equal share. Additionally, one financial policy governing capital cost allocation appears to contain drafting errors that set a minimum of 95%, rather than a maximum, percentage of costs to be allocated to new customers. According to the report, using "minimum" in this section appears contrary to the legislative history. WTD reports that this language mirrors the language in the local contracts. 

The audit concludes that without a simpler, more transparent approach, the County risks continued uncertainty and potential misallocation of hundreds of millions of dollars between new and existing customers. Key recommendations include simplifying the capacity charge model, aligning methodology with clarified policy intent, resolving policy ambiguities, and establishing regular independent reviews of the model.

Appendix 1 of the Auditor's Report provides a technical explanation of the computer model used by WTD to calculate the capacity charge, as well as an example of a simpler alternative approach for achieving the policy goal that growth pays for growth. The appendix focuses on the model's structure, methodology, and internal logic, and does not evaluate the accuracy of underlying assumptions or forecasts.

Auditor's Report Follow-up. The Executive concurred with almost all the audit findings and recommendations and noted that the desire for a simpler capacity charge approach is a long-held goal of WTD. In 2019 and 2022, the Auditor released follow-up reports tracking the progress of the seven recommendations. Prior to the transmittal of the proposed ordinance, most of the recommendations had not yet been implemented. The Auditor's Office reports that it plans to release a formal audit recommendation status report later this year.

Process to Update Capacity Charge Methodology. In 2020, WTD engaged a consultant to develop a new approach that is simpler and reflects current industry standards. In 2021, WTD briefed MWPACC on the consultant's findings in a series of meetings. Later that year, WTD paused work on the capacity charge methodology review. WTD reports that in 2024, it requested that the consultant resume its work on revising the methodology for the capacity charge. WTD engaged with MWPAAC at least eight times over the last several years on the capacity charge methodology update. WTD reports that these discussions did not result in any substantive change to the recommended methodology.

ANALYSIS

Summary of Proposed Methodology. The proposed approach would calculate the capacity charge using the average cost approach to system development costs, where "eligible system facility costs" are divided by the "applicable system capacity" to derive a residential cost per unit (RCE). Many of the proposed changes to the methodology are not specifically included in the proposed ordinance language but have been explained through presentations to MWPAAC and RWQC, and in response to questions from Council staff. 

1. System facility costs are not defined in the proposed ordinance, but according to WTD, industry practice defines them as the existing system cost, together with future system costs. Existing system cost is the amount in nominal dollars that WTD has invested in the sewer system infrastructure used to provide service today.[footnoteRef:14] Future system costs, also not defined in the proposed ordinance, are based on WTD's Capital Improvement Plan (CIP), preliminary long-range capital project needs, and the identification of the portion of those capital costs attributable to new customers (i.e., growth). [14:  Adjusted to exclude ineligible items like the Vashon Island and Carnation treatment facilities, grant-funded assets, small equipment, and capitalized equipment, and to add allow carrying costs per RCW 35.58.570.] 


2. WTD then determines the total system capacity of the existing and future system, in RCEs. Capacity charge RCEs are based on the amount of biochemical oxygen demand (BOD), or "load", from a single-family home, because loadings are the treatment constraint at each of the three major plants. 

3. By dividing the eligible system facility costs by the total system capacity, the cost per unit is calculated. The monthly capacity charge is calculated by dividing the cost per unit over 15 years. In calculating the monthly charge, WTD reports that it applies a "discount" rate of 5.14% to the cost per unit to ensure that customers paying over time are not effectively being charged less than customers who pay in a lump sum. 

A sample capacity charge calculation is shown in Figure 1 below.

Figure 1.
Sample Capacity Charge Calculation[footnoteRef:15] [15:  Numbers in Figure 1 are from WTD’s presentation on April 1, 2026, to RWQC. ] 


[image: ]

Comparison of Approaches. The proposed approach differs from the existing approach in how the cost assigned to new customers is calculated in several ways. First, the existing approach tried to balance growth costs over the 30-year period. There is no "balance over a period time" in the new methodology. The new approach, consistent with industry-standard methodologies, is based on an existing buy-in component and the costs of adding new capacity for new connections.

The existing approach relies on a complex computer model and WTD's long-term financial forecasts, including assumptions about rate revenues, customer growth, and system costs, to calculate the capacity charge. The proposed approach would calculate the cost per unit by dividing the capital costs of existing facilities (the amount that WTD has invested in the sewer system infrastructure used to provide service today) and the facilities required to serve growth by the total system capacity and applying that unit cost to new connections. The proposed approach would link the capacity charge to system capacity and capital investment in the wastewater system. 

Growth cost. According to WTD, growth costs in the current code are the additional capital costs associated with a high-growth capital scenario versus a no-growth capital scenario between 2003 and 2030, as well as a lump-sum amount for excess capacity as of 2003. Growth costs under the proposed methodology are the buy-in costs that reimburse the utility for the existing costs of capacity, as well as the future additional costs the utility will incur to serve additional customers. WTD reports that, because capital projects can address both renewal/replacement and capacity improvement, the engineering and planning section of WTD identifies the portion of each project that will serve future growth. Additionally, the proposed approach is based on an actual list of growth-related projects. As time goes on, WTD will be able to track new capacity charge revenues against capital spending on growth-related projects.

Annual indexing. WTD also reports that, under the proposed methodology, the capacity charge would increase each year only by the Construction Cost Index (CCI). WTD reports that the use of the CCI is new, but the previous methodology used various inflation assumptions in its calculations, and WTD notes that the CCI and the inflation assumptions under the current methodology are conceptually similar. The CCI provision is part of WTD's new methodology, but it is not included in the proposed code changes. 

Cost recovery. WTD reports that under the current approach, as allowed by code, WTD allocated only 95% of growth costs to new customers in order to avoid overcharging new connections. As explained by WTD, because the proposed methodology is now more precise, WTD calculated the 2027 capacity charge using 100% of growth costs. Subsequent to transmittal of this ordinance and the proposed 2027 sewer rate and capacity charge ordinance (2027-0103), WTD recognized that five of thirty-four sewer contracts contain a provision setting the amount at 95% and, therefore, charging more than 95% of growth costs would conflict with those contract provisions.

Summary of Proposed Code Changes. The proposed update to the capacity charge methodology would be effectuated through changes to K.C.C. 28.86.160, Financial Policies. The proposed changes are focused on Policy FP-15 (Rates and Capacity Charges). Policies FP-1 through FP-14 and FP-16 through FP-18 are not proposed for amendment other than for technical changes. 

The proposed changes to Policy FP-15 are summarized below. A matrix showing the changes by line number is included as Attachment 2 to this staff report.

Growth pays for growth (Lines 163 to 172, Line 230, and Lines 260 to 273). The adopted approach divides the costs of the wastewater system between existing customers and new customers. While most of the language providing guidance on how such costs are to be divided is maintained, the proposed ordinance would delete the language specifying that existing customers are responsible for the "portion of the existing and expanded conveyance and treatment system that serves existing customers," and new customers responsible for the "costs associated with the portion of the existing wastewater conveyance and treatment system that serves new customers and costs associated with expanding the system to serve new customers." This language effectuates the principle of growth pays for growth. This framing language is proposed for deletion, but the principle of growth paying for growth is retained on line 230.

Simplifies the capacity charge formula (Lines 190 to 230). The proposed ordinance would replace the capacity charge formula and definitions (Lines 206 to 226) with an approach that determines the capacity charge by dividing "eligible system facility" costs by the "applicable system capacity." "Eligible system facility costs" and "applicable system capacity" are not currently defined in the proposed ordinance. 

Lines 229 to 230 of the proposed ordinance include language that the capacity charge calculation would "continue to be based on an accepted industry approach that produces a transparent charge and aligns with the principle of growth pays for growth." According to information presented to RWQC and MWPAAC, the capacity charge would be calculated using a combined approach to system development charges.[footnoteRef:16] A description and comparison of the proposed approach is provided in the Summary of Changes to Proposed Methodology section of this staff report.  [16:  Department of Commerce guidance labels the combined approach as the "average cost approach."] 


The proposed ordinance would not modify the capacity charge rate structure in K.C.C. 28.84.050.O.3. which outlines the amount charged based on the size and type of structure or dwelling unit. 

Changes update provisions (Lines 245 to 252). The triennial update requirement (2003 baseline), 2021/2024 transition deferral language, and periodic review requirement would be removed. They would be replaced by a new update cycle in the new capacity charge subsection on lines 194 to 196 of the proposed ordinance. The new requirement would have the Department of Natural Resources and Parks update the capacity charge "inputs and calculation at least every five years or when substantial system capacity investments are completed or updated."[footnoteRef:17]  [17:  System development charges are discussed in the Background section of the staff report.] 


Connection to RWSP. The current code requires that the capacity charge be based on "costs, customer growth, and related financial assumptions used for the Regional Wastewater Services Plan" (lines 242 to 244). The proposed ordinance would require that the capacity charge be based on the "planned system capacity and costs provided for in the Regional Wastewater Services Plan adopted by Ordinance 13680" (lines 192 to 193). An update to the RWSP began in 2025, and transmittal to Council is estimated in 2029. When asked if any changes to the capacity charge approach are anticipated with the RWSP update, WTD reports that it "will reexamine capacity charge methodologies when updating calculations every five years. The Financial Policies, including those that govern the capacity charge, are part of the RWSP and will be reviewed per the RWSP Update schedule. There could be possible changes at that time."

Code-related Considerations for Councilmembers. Council staff analysis is ongoing. Council staff have identified a preliminary list of code-related considerations for councilmembers. 

Transparency in code. The proposed ordinance would delete the existing specific formula and replace it with broadly defined direction to "determine a cost per unit by dividing eligible system facility costs by the applicable system capacity...based on an accepted industry approach that produces a transparent charge and aligns with the principle of growth pays for growth" (Lines 227 to 230). These terms, along with others, are not defined in the proposed ordinance. How these terms are defined and applied determines how much of the existing and future system costs new connections will pay and the sewer rate because costs not covered by the capacity charge must be paid by sewer rate. Under the proposed ordinance, it is not possible to determine how growth costs are calculated without requesting the information from the division. Additionally, as currently drafted WTD could update assumptions and methods without Council approval. 

Councilmembers may wish to consider whether to add details or definitions to the proposed ordinance to provide transparency and consistency in how the capacity charge is calculated.

Growth pays for growth framework. The proposed ordinance would also remove the language that frames the principle that growth pays for growth. The existing code (K.C.C. 28.86.160.C.1.b) specifies the costs that existing and new customers should pay and states that "Such rates and charges shall be designed to have growth pay for growth." The proposed ordinance, in striking lines 163-172, retains the principle without the framework. Including principles without the supporting framework in the code could potentially lead to reduced transparency and inconsistent application.

Annual indexing. WTD reports that the 2027 sewer rate forecast relies on the proposed updated capacity charge methodology. The 2027 forecast uses the most recent planning documents and project cost estimates. The capacity charge in the outyears in the 2027 forecast is calculated using a 3.3% construction cost increase. Each year, the capacity charge would be based on actual growth in the Construction Cost Index (CCI).

Between now and the next 5-year update, any increase in the capacity charge would be based on the actual increase in the construction cost index each year, rather than on projected increases in project costs. Increases in growth-related project costs beyond the CCI would need to be covered by the sewer rate between 5-year updates. Councilmembers may wish to consider increasing the frequency of project cost updates to ensure that overages are captured in the capacity charge, or to add back in language that the capacity charge should be reviewed periodically to ensure that the actual costs of system expansion to serve new customers are reflected in the charge.

Reduced scheduled updates and reviews. The proposed ordinance would reduce the required update intervals from three to five years or when substantial system capacity investments are completed or updated (lines 193 to 196). The proposed ordinance does not define the term "substantial system capacity investment," so it is unclear what level of cost increase would cause WTD to update the capacity charge to capture the increased costs. 

The proposed ordinance only specifies that the "capacity charge inputs and calculation" be reviewed periodically. It is unclear whether the calculation would include the methodology or only re-running the model to derive a capacity charge cost per unit. WTD reports that DNRP will wholly review the capacity charge methodology at least every five years. According to WTD, there is a high likelihood that the overall methodology will be deemed optimal, with only the inputs eventually changing. Councilmembers may wish to consider increasing the frequency of updates or adding reporting requirements to enable Council oversight of the new approach after it is implemented. 

Additionally, the proposed ordinance would also delete language requiring the County to periodically review the capacity charge to ensure that the actual costs of system expansion to serve new customers are reflected in the charge.

Aligning code with new methodology. The proposed methodology represents a different approach to calculating the capacity charge, but the proposed ordinance does not remove all the references to the existing methodology. It leaves some definitions and provisions, such as the distinction between pre- and post-2003 connections, which may not make sense in the context of the existing methodology. These remaining provisions may confuse the understanding of the proposed methodology. Council may wish to consider removing these provisions.

Additional Considerations for Councilmembers. In addition to the code-related considerations identified above, council staff have also identified the following preliminary policy considerations. 

Fiscal implications. The proposed ordinance does not set the capacity charge. As a result, the fiscal note shows no impact on WTD's revenue. The proposed ordinance would change the methodology for determining the capacity charge, which could affect the capacity charge revenue recovery.  

Connection to 2027 Capacity Charge and Proposed 2027 Rate Ordinance. The Executive's proposed 2027 sewer rate and capacity charge (Proposed Ordinance 2026-0103) assumes a capacity charge based on the methodology in the proposed ordinance and other assumptions not specified in this ordinance.

After the transmittal of this ordinance (2026-0066) and the proposed 2027 sewer rate and capacity charge (Proposed Ordinance 2026-0103), WTD and Council staff identified an issue with the new approach of charging 100% of growth costs to the capacity charge. The 95% approach is discussed in the Summary of Changes to the Proposed Methodology section. Upon further review, WTD recognized that five of thirty-four sewer contracts contain a provision setting the amount at 95%, rather than as a minimum as specified in code, and therefore charging more than 95% of growth costs would conflict with those contract provisions. 

Since Proposed Ordinance 2026-0103, which would adopt the 2027 sewer rate and capacity charge, assumed revenue from a capacity charge with 100% recovery, WTD is now requesting an amendment to 2026-0103 to decrease the capacity charge amount from $83.10 to $78.94 for 2027. WTD reports that because only new connections in 2027 would begin paying the amended rate, the fiscal impact would be small in 2027. As new connections are added post-2027, the portion of capacity charge customers paying the amended rate increases, and the difference in revenues between the original proposal and the amended proposal increases as well. WTD reports that the projected impact of a 95% recovery rate over the next 10 years is a $34 million reduction in total capacity charge revenues, which would need to be compensated for by higher sewer rate revenue of a similar magnitude. The projected impact could change with an amendment to the contracts. WTD anticipates the local sewer agency contracts will need to be amended and extended to align with the updated Regional Wastewater Services Plan. 

Because proposed ordinance 2026-0066, the proposed capacity charge methodology ordinance, retains the language that 95% is the minimum, the error would not require an amendment to this ordinance.

Does the Proposed Ordinance Address the 2016 Auditor's Report. Council staff requested that the auditor staff provide a preliminary review of the proposed ordinance to better understand the extent to which the proposed ordinance addresses the concerns raised in the 2016 audit. Auditor staff note that, while the general combined approach appears to be aligned with industry standards, there are opportunities for clarification in the proposed ordinance. WTD has not yet provided detailed financial calculations that would allow auditor staff to review key assumptions, such as how the current and future assets of the systems are valued or the monthly. As noted earlier, the Auditor intends to release a formal audit recommendation status report later this year. 

Review Schedule. The proposed ordinance was referred to the Budget and Fiscal Management Committee (BFM) and the Regional Water Quality Committee as a mandatory dual referral. BFM was relieved of control of the legislation at the May 26, 2026, Full Council meeting, and the item was referred to RWQC. 

Table 2. 
Review Schedule 

	Action
	Committee/Council
	Date

	Briefing 
	RWQC
	May 6th

	Discussion Only
	BFM
	May 13th

	Discussion/Possible Action
	RWQC
	
June 3rd


	Final Action
	Full Council
	June 16th 
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