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	May 7, 2025



SUBJECT

Briefing on Proposed Ordinance 2025-0129 relating to rates and charges for sewage treatment and disposal. The proposed ordinance would increase the monthly sewer rate effective in 2026 to $62.66. The proposed ordinance would also set the monthly capacity charge for new connections to the regional system occurring in 2026 at $77.99. 

SUMMARY

The sewer rate is the Wastewater Treatment Division's (WTD) primary funding source. The monthly sewer rate collected by the County goes to support all WTD expenses, including operating costs, debt service, and capital expenses. Proposed Ordinance 2025-0129 (Attachments 1-3) would increase the monthly sewer rate effective in 2026 by 7.5 percent from $58.28 to $62.66. This increase is 0.5 % higher than what was projected as part of the forecast for the 2025 rate. The 2026 proposed sewer rate is projected to generate $592 million in revenue in 2026. 

The 2026 proposed sewer rate includes an extension of the sewer rate forecast to 20 years through 2045 and a revised approach to forecasting delivery constraints. The proposed forecast shows larger increases in projected rates from 2027 through 2031 compared to the adopted 2026-2034 forecast. In 2027 and 2028, the annual rate increase would be 12.75 percent, and from 2029 to 2031, the annual rate increase would be 13.50 percent. The second decade of the forecast shows annual increases ranging from 0.5 percent to 4.5 percent. WTD reports that this period of the forecast has significant uncertainty. 

The proposed ordinance would also set the capacity charge for new connections to the regional system occurring in 2026 at $77.99 per Residential Customer Equivalent (RCE) per month, a 2.5 percent increase over the 2025 monthly charge of $76.09. The capacity charge is expected to generate approximately $105 million in revenue for 2026. 

The schedule for Council consideration is listed below:
· Transmittal of Sewer Rate— April 24
· [bookmark: _Hlk196726768]Budget and Fiscal Management Committee—Discussion only May 28 and Discussion/Possible Action —June 11 
· Briefing only at RWQC—May 7 and June 4
· Council consideration/action—June 17 or 24 (as emergency), assuming action by BFM on June 11 
· Approval date requirement for sewer rate—June 30 (Prior to July 1) 

RWQC was briefed on WTD's rate forecast on April 2, 2025 (Attachment 4), and at that time directed staff to begin to draft a letter from RWQC to the King County Council on the proposed rate. The initial draft letter is Attachment 9 to this staff report and is scheduled for discussion at today's meeting. Additionally, WTD staff will provide additional information (Attachment 5) on CSO Project costs over the last 5 years in the sewer rate forecast, as well as the higher cost estimates for the Mouth of Duwamish mega-project (Attachment 6). 

Council staff analysis of Proposed Ordinance 2025-0129 is ongoing. 

BACKGROUND

The regional wastewater system is almost entirely funded by the monthly sewer rate and the capacity charge.

[bookmark: Operating_Expenditures][bookmark: Monthlysewerrate]Monthly Sewer Rate Charged to Local Sewer Agencies. The sewer rate is WTD's primary funding source. The monthly sewer rate collected by the County goes to support all Wastewater Treatment Division (WTD) expenses, including operating costs, debt service, and capital expenses. The sewer rate is charged by the County to the utilities that deliver wastewater to the County for treatment and discharge. The monthly sewer rate charged by WTD is a wholesale rate and is billed to local sewer agencies, not ratepayers. The local utility providers, as direct service providers, set their own rates to recoup the payments required by the County plus their own "local" cost of service. The local agency sends the sewer customers the sewer utility bill. 

Single-Family versus Volume-Based (Commercial, Multifamily, Industrial). Since the formation of Metro, and as directed in King County Code[footnoteRef:2] and all 34 local sewer contracts, King County has had a sewer rate structure that is based on two different classes of customers: single-family and volume-based. The fee structure, as specified in code, and contract relies on a billing unit referred to as "Residential Customer Equivalent (RCE)" to charge the two customer classes and determine how costs are shared between the classes. One RCE unit is 750 cubic feet of wastewater and represents the assumed wastewater a single-family home would generate in a month based on flow data from 1989. Single-family homes are charged one RCE. Volume-based customers are converted to an RCE unit by taking the monthly volume of water used by the customer and dividing it by 750 cubic feet (cf) of wastewater (the "conversion factor"). This results in a usage amount for volume-based customers reported in RCEs.[footnoteRef:3]  [2:  KCC 28.86.186 Financial Policy 15]  [3:  Industrial users pay an additional fee beyond the monthly sewer rate. These fees help the King County Industrial Waste Program recover the costs associated with monitoring and administering the pretreatment program.] 

Using the Number of RCEs to Calculate the Monthly Rate. WTD estimates the total number of RCEs for a given year and then divides the total projected amount of revenue required (from sewer rates) by the number of RCEs to get the cost per RCE. King County then charges local sewer agencies the monthly sewer rate for each RCE in their utility. 

Allocating the Sewer Rate Cost Burden Between the Single-Family Sector and the Commercial/Industrial/Multifamily Sector. The 2021-2022 Adopted Biennial Budget Ordinance includes a proviso[footnoteRef:4] requesting a study on the shift of the sewer rate cost burden to the single-family sector from the commercial/industrial/multifamily sector. The report, Sewer Rate Cost Structure[footnoteRef:5], concluded that since the water consumption assumption for the single-family home is fixed at the 1989 level, the current rate calculations likely attribute too much water flow to single-family residences, which due to conservation efforts, have seen significant declines in water use over the years. As a result, single-family residences likely end up with a disproportionate share of the total cost. While the report does discuss updating the water consumption assumptions (RCE) for single-family homes, any change to the RCE calculations would require changes to the King County Code and amendments to each of the 34 local sewer contracts. [4:  Ordinance 19210, Section 112, Proviso P3]  [5:  See Attachment A to Motion 16006 Sewer Cost Structure Report] 


Historical Sewer Rate. Table 1 depicts the anticipated sewer rates through 2028. Historically, rates have been structured effectively as biennial rates, with rate adjustments in alternating years. In 2021, after engagement with cities and sewer districts through the Metropolitan Pollution Abatement Advisory Committee (MWPAAC), the Executive recommended annual rather than biennial adjustments to sewer rates. 



Table 1. 
Sewer Rate (2009-2025 Actual; 2026 Proposed; 2027-2029 Projected)

	
Year(s)
	Rate
($/RCE/ Month)
	% Increase

	2009 
	$31.90
	14.10%

	2010
	$31.90
	0.00%

	2011
	$36.10
	13.20%

	2012
	$36.10
	0.00%

	2013 
	$39.79
	10.20%

	2014 
	$39.79
	0.00%

	2015 
	$42.03
	5.60%

	2016
	$42.03
	0.00%

	2017
	$44.22
	5.20%

	2018
	$44.22
	0.00%

	2019
	$45.33
	2.50%

	2020
	$45.33
	0.00%

	2021
	$47.37
	4.50%

	2022
	$49.27
	4.00%

	2023
	$52.11
	5.75%

	2024
	$55.11
	5.75%

	2025
	$58.28
	5.75%

	2026
	$62.66
	7.50%

	2027
	$70.65
	12.75%

	2028
	$79.66
	12.75%

	2029
	$90.42
	13.50%



[bookmark: Capacitycharge]

Capacity Charge Billed to New Customers by King County. Since 1990, a capacity charge has been levied for new connections to the sewer system. The purpose of the capacity charge is to ensure that new customers pay the "growth" costs of expanding the wastewater system. The current version of the charge started with the Robinswood Agreement[footnoteRef:6] and the principle of "growth pays for growth."  [6:  In 1998, the King County Executive and RWC held a retreat at the Robinswood Conference Center in Bellevue, Washington to discuss funding the Regional Wastewater Services Plan. The points of the agreement are collectively known as the “Robinswood Agreement.” The principle that “growth pays for growth” is the cornerstone of the Robinswood Agreement. ] 


County financial policies require new customers to pay their proportional share of these costs. Financial Policy 15 states: "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 is a one-time development charge, much like a new development fee or impact fee. However, state statute[footnoteRef:7] does not allow the County to require up-front payment of the capacity charge by the developer. Unless a developer voluntarily pays the capacity charge, it becomes an additional cost that buyers will encounter when purchasing properties with new sewer connections. It can be paid as a total payment 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. Unlike the wholesale sewer rate, the capacity charge is billed directly to customers by King County.  [7:  RCW 35.58.570] 


Affordability Concerns with Capacity Charge. After hearing from many customers that the capacity charge can be unaffordable and impacts the extensive affordable housing challenges in King County, WTD initiated research to identify affordability challenges for its capacity charge customers and evaluate possible mitigating strategies. In 2019, WTD published a consultant report titled "Capacity Charge Affordability Analysis and Findings." 

WTD implemented the following recommendations from this report: 
1) Expanded payment plan opportunities for customers with temporary financial hardship.
2) Equity payment plan: expanded property lien opportunities for customers with ongoing inability to pay.
3) Expanding discounts for long-term covenanted affordable housing projects.

Recent Changes to the Capacity Charge Rate Structure. Since the early 1990s, the County has established separate classifications of customers and charged those customers based on an RCE calculation. In 2017, WTD initiated a study of the capacity charge rate structure given the changes that are occurring in terms of types of development and housing stock. The Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC) created a capacity charge rate structure workgroup to provide technical expertise to the County on the rate study and make any recommendations to WTD. A key recommendation of the workgroup was that capacity charge customer classifications should bear a close relationship with the average persons per household for each customer class. 

In January 2021, the King County Council adopted Ordinance 19153, which revised the financial policies to restructure the capacity charge to align amounts charged according to size and type of housing[footnoteRef:8] as a proxy for the average number of persons accommodated by the housing type. Commercial connections continue to pay based on the number of fixtures[footnoteRef:9], and discounts continue for low-income housing. These changes did not impact the methodology used to determine the total costs of growth.  [8:  The RCEs assigned to single-family homes is based on size: small (<1,500 sq. ft. = 0.81 RCE), medium (1,500 – 2,999 sq. ft.= 1 RCE), and large (>3,000 sq. ft. = 1.16 RCE). Multi-family structures are billed by unit at 0.81 RCEs for two to four units and 0.64 RCEs for five or more units. Commercial structures are billed based on fixture counts and/or flows.]  [9:  The commercial capacity charge structure also has an add-on category for non-fixture unit estimated flows where applicable to add the fixture unit RCE calculation.] 


Update to Projected Customer Numbers and Projected Capital Costs. The Regional Wastewater Services Plan (RWSP), which covers the period of 2003 through 2030, is the comprehensive plan for regional wastewater services and serves as the basis for projecting the number of customers, capital projects needed for capacity, and financial assumptions for the capacity charge. K.C.C. 28.86.160 requires an update of customer numbers and projected capital costs used to calculate the capacity charge every three years. The last update occurred in 2024 and covers the capacity charge calculations for 2025 and 2026. WTD reports that the required capacity charge update will not be possible after 2030 without an updated RWSP because the capacity charge methodology in code is tied to the life of the RWSP, which currently extends through 2030.[footnoteRef:10] WTD reports that an updated methodology is anticipated to be in place ahead of the next three-year update cycle. [10:  See Subsection 3.a. of Financial Policy 15 in 28.86.160C.3(a)] 


Improving the Capacity Charge Methodology for Determining "Growth Pays for Growth." The policies to determine how growth costs should be determined and allocated are in King County Code (K.C.C. 28.86.160(C) FP-15(4)). Here's how it works at the simplest level:
1. Growth-related costs are identified.
2. Monthly sewer rate revenue from "new customers" is calculated.
3. The capacity charge is set to cover any shortfall. 

A 2016 Auditor's report[footnoteRef:11] found that the model that calculates the annual amount of the capacity charge is highly complex, not transparent, not independently verifiable, and susceptible to errors. Furthermore, the audit found that some of the financial policies related to the capacity charge need clarification. 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.  [11:  Wastewater Capacity Charge: Unclear Whether Growth Is Paying for Growth] 


In 2020, WTD engaged a consultant to develop a new model approach to the capacity charge methodology that is simpler and reflects current industry standards. It was previously anticipated that after review by MWPAAC, this work would be presented to RWQC in early 2025. Any changes to the capacity charge financial policies would have to be approved by the King County Council. Council staff have asked for an update from WTD on this effort. present the proposal to RWQC and draft policies to amend code accordingly. 

Required Information. The financial policies listed below specify the contextual information that is to accompany the rate transmittal. WTD has prepared a technical memo with the required information that provides detailed information on the revenues, expenditures, debt service, operations, and capital programs that inform the rate. Additionally, as required by Motion 16434, beginning with the 2025 sewer rate forecast, the technical memorandum submitted with the annual sewer rate needs to identify the cost of activities WTD has undertaken and plans to undertake to address contaminants. 

FP-16: The executive shall prepare and submit to the council a report in support of the proposed monthly sewer rates for the next year, including the following information:

Key assumptions: key financial assumptions such as inflation, bond interest rates, investment income, size and timing of bond issues, and the considerations underlying the projection of future growth in residential customer equivalents.

Significant financial projections: all key projections, including the annual projection of operating and capital costs, debt service coverage, cash balances, revenue requirements, revenue projections and a discussion of significant factors that impact the degree of uncertainty associated with the projections.

Historical data: a discussion of the accuracy of the projections of costs and revenues from previous recent budgets, and

Policy options: calculations or analyses, or both, of the effect of certain policy options on the overall revenue requirement. These options should include alternative capital program accomplishment percentages (including a ninety percent, a ninety-five percent, and a one hundred percent accomplishment rate), and the rate shall be selected that most accurately matches historical performance in accomplishing the capital program and that shall not negatively impair the bond rating.

Recent RWQC and Council Legislation Related to Sewer Rate and Capacity Charge. 
Motion 16410 Long-term Capital Forecast. The motion requests WTD research and identify methodologies to forecast the long-term costs of its capital improvement needs. 

The following are the key provisions of Motion 16410:
· It specifies that the forecast should include, but not be limited to the following capital improvement categories: asset management; capacity improvements including projects for population growth and those projects addressing infiltration and inflow; and known and potential regulatory requirements 
· The recommended methodologies should allow for forecast periods of up to 75 years.
· The methodology should also allow for changes in various assumptions including growth capacity and known and projected regulatory requirements such that forecast scenarios can be compared using different assumptions. 

Motion 16410 encouraged WTD to engage an outside expert and consistent with the motion WTD engaged Consor, a national engineering firm with previous knowledge of WTD, and Raftelis, a nationally known firm specializing in providing financial and management consulting expertise to local utilities. The completed report, Capital Investment Forecasting Methodologies and Recommendations, appears to meet the request set forth in Motion 16410. 

Motion 16449 Long-term Rate forecast. In October 2023, the Council adopted Motion 16449 requesting WTD develop and maintain a long-term financial and sewer rate forecast. The motion specifies that the forecast should be based on revenue requirements needed for the operating and capital investment needs of the regional wastewater system and allow for forecasting periods of up to 75 years. The motion requests a briefing in April 2025 on the progress in developing a long-term financial and sewer rate forecast. As requested by the motion WTD will brief the Regional Water Quality Committee in July 2025 on the Division's long-term financial and sewer rate forecast. 

RWQC Resolution 2024-01. In April 2024, RWQC adopted a resolution expressing RWQC's interest in the sewer rate and capacity charge and requesting the Metropolitan Water Pollution Abatement Advisory Committee continue performing a technical review of the annual sewer rate and capacity charge. 

In addition, the resolution states the RWQC may choose, upon its policy review of the proposed annual sewer rate and capacity charge and the Metropolitan Pollution Abatement Advisory Committee recommendations, to convey its policy recommendations on the proposed sewer rate and capacity charge to the King County council. 

Proposed Ordinance Transmitted. On April 24, 2025, the Executive transmitted the 2026 sewer rate and capacity charge as Proposed Ordinance 2025-0129. By contract with partner cities and sewer districts, the County is to complete its consideration of the sewer rate for the following year by July 1 of each year.

Metropolitan Water Pollution Abatement Advisory Committee Comments. The Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC) advises the King County Council and Executive on matters related to water pollution abatement. It was created by state law (RCW 35.58.210) and consists of representatives from cities and local sewer utilities that operate sewer systems within King County's sewer service area. These cities and sewer utilities deliver their sewage to King County for treatment and disposal.

Although MWPAAC does not have a formal role in approving the rate, MWPAAC closely follows the rate development process each year and works closely with WTD on issues related to the regional wastewater system and the sewer and capacity charge. As noted in the attached letter (Attachment 8) to the King County Council from MWPAAC, "MWPAAC acknowledges the need for a sewer rate increase in 2026; however, we have not been given adequate time and information to responsibly understand the costs driving the rates for 2026 and beyond."

The letter to the Council includes the following points for future discussion:
· Third-party oversight for the capital program – engaging a consultant to provide oversight of mega projects to provide greater transparency and understanding ahead of major decisions, given the magnitude of WTD's proposed capital spending over the next 10 years. 
· Rate predictability for multiple years – committing to rates for a multi-year period to allow for better long-term planning and stability for WTD and MWPAAC member agencies. 
· Long-term forecasting – continuing to refine long-term forecasts and early sharing of project alternatives and costs to allow MWPAAC to understand the drivers and provide early feedback.
· Deeper discussion on capital improvement program assumptions – having ample time for MWPAAC to fully understand projects and their planning to understand what contributes to the large cost buckets.
· Revisit regulatory timelines – encouraging WTD to pursue timeline extensions for regulatory requirements in areas requiring significant investment to allow for a more phased approach in implementing the required projects and to provide rate relief to local agencies.
· Policy effects on rate growth – clarifying how RWSP policies drive capital prioritization. 

The letter concludes, "MWPAAC can support the proposed 2026 sewer rate; however, we urge the Council to work with the Executive and WTD to make meaningful progress on these issues summarized above before the next rate cycle begins."

ANALYSIS

Proposed Ordinance 2025-0129 (Attachment 1) would adopt the 2026 sewer rate and capacity charge. Section 1 would set the 2026 sewer rate at $62.66 per month. This would increase the monthly sewer rate by 7.5 percent from $58.28 in 2025. Section 2 would update the monetary requirements for sewage disposal including administration, operating, maintenance repair and replacement; establishment of maintenance and necessary working capital reserves; and requirements of revenue bond resolutions. Section 3 would set the capacity charge at $77.99 for sewer connections occurring between and including January 1, 2026, and December 31, 2026. This would increase the capacity charge by 2.5 percent from $76.09 in 2025.

Attachment 1A to Proposed Ordinance 2025-0129 is the Wastewater Treatment Division's financial forecast through 2035. The financial forecast includes information on actual, budgeted, proposed, and projected operating expenditures, capital expenditures, revenue, and reserves management. 

The transmittal also includes a technical memo that provides information on the revenues, expenditures, debt service, operations, and capital programs that inform the rate development process. Information on:
· Operating Expenditures begins on page 10 of technical memo 
· Capital Improvement Program begins on page 12 of the technical memo 
· Reserves Management begins on page 23 of the technical memo 
· Revenue begins on page 25 of the technical memo 

Staff Analysis is on-going for Proposed Ordinance 2025-0129. The staff analysis will address:
· Capital expenditure forecast including increasing costs and changes to the forecast methodology used to develop a capital expenditure forecast. 
· Cash funding and debt
· Rate "smoothing" 
· Operating expenditures
· Capacity charge
· [bookmark: Slide_14:_Rate_Impacts_–_2024_Rate_Forec][bookmark: _bookmark0][bookmark: _bookmark1][bookmark: _bookmark2][bookmark: _bookmark3]Debt service coverage

RWQC letter to King County Council. RWQC was briefed on WTD's rate forecast on April 2, 2025, and at that time directed staff to begin to draft a letter from RWQC to the King County Council on the proposed rate. Council staff compiled comments RWQC members and with the assistance of staff from other members, drafted Attachment 9 to this staff report. 

The letter offers recommendations on the following topics:
· Approach for 2027 Rate Development 
· Regulatory strategy
· Independent capital oversight 
· Early visibility and transparency on large project planning. 
· Rate predictability for multiple years. 
· Long-term forecasting
· Continued focus and timeliness on RWSP Update. 

INVITED

· Kamuron Gurol, Director, Wastewater Treatment Division
· Courtney Black, Financial Services Manager, Wastewater Treatment Division

ATTACHMENTS

1. Proposed Ordinance 2025-0129 
2. Transmittal Letter 
3. Fiscal Note 
4. PowerPoint King County Wastewater Treatment Division 2026 Sewer Rate Proposal to RWQC April 2, 2025
5. CSO Sewer Rate Forecast Evolution
6. Follow-up to 2026 Sewer Rate Presentation: Additional Information and Alternative Analysis on Mouth of Duwamish CSO
7. Technical Memo Proposed 2026 Sewer Rate and Capacity Charge 
8. Metropolitan Water Pollution Abatement Advisory Committee 2026 Rate Recommendation Letter to Council 
9. Draft letter from Regional Water Quality Committee to King County Council
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