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SUBJECT  

A briefing on the Wastewater Treatment Division’s proposed 2025 annual sewer rate and capacity charge.

SUMMARY

The Wastewater Treatment Division (WTD) will present a briefing on its recommendation for the 2025 annual sewer rate and capacity charge and a 10-year forecast. The Executive is then expected to transmit a proposed rate to the County Council for consideration in mid-April.

WTD’s presentation will be distributed to members at the time of the committee meeting.

BACKGROUND

Monthly Sewer Rate.  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. The utility providers, as direct service providers, set their own rates to recoup the payments required by the use of County services plus their own “local” cost of service.  The local agency determines the total sewer rate that is charged to the home or business that receives the eventual sewer utility bill.  

As required by the King County Code and the sewage disposal contracts, the monthly WTD sewer rate for both residential and commercial customers is calculated based on Residential Customer Equivalents (“RCEs”). One RCE (750 cubic feet of wastewater) represents the assumed wastewater a single-family home would generate in a month based on flow data from 1989.[footnoteRef:1] For single-family residences, the WTD charge is equivalent to the charge for one RCE, set at $55.11 per month for 2024. For all other customer classes, including commercial, industrial, and multifamily customers are charged based on the amount of wastewater they generate, calculated using the quantity of metered water consumed.  For commercial, industrial[footnoteRef:2], and multi-family residences, the calculation is then converted into RCEs.   [1:  In 2021, WTD issued a report on the Sewer Rate Cost Structure addressing the outdated flow assumptions in response to a proviso requirement in Ordinance 19210, Section 112, Proviso P3]  [2:  Industrial users pay an additional fee beyond the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. For more information see: King County Industrial Waste Program fees and surcharges - King County, Washington] 


Policies Guiding the Sewer Rate. The determination of the sewer rate is guided by the the Regional Wastewater Services Plan and the financial policies established in King County code 28.86.160 (Attachment 1). The local sewer contracts also include RCE language consistent with the financial policies. 

Financial Policy FP 15 sets the overall framework for the sewer rate and capacity charge.  

	 FP-15:  King County shall charge its customers sewer rates and capacity charges sufficient to cover the costs of constructing and operating its wastewater system.  Revenues shall be sufficient to maintain capital assets in sound working condition, providing for maintenance and rehabilitation of facilities so that total system costs are minimized while continuing to provide reliable, high quality service and maintaining high water quality standards.
            1.  Existing and new sewer customers shall each contribute to the cost of the wastewater system as follows:
              a.  Existing customers shall pay through the monthly sewer rate for the portion of the existing and expanded conveyance and treatment system that serves existing customers.
              b.  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 rates and charges shall be designed to have growth pay for growth.
            2.  Sewer rate.  King County shall maintain a uniform monthly sewer rate expressed as charges per residential customer equivalent for all customers.
Sewer rates shall be designed to generate revenue sufficient to cover, at a minimum, all costs of system operation and maintenance and all capital costs incurred to serve existing customers.
       


Capacity Charge. The capacity charge is the customer connection charge assessed to new development and paid over 15 years. The capacity charge is adopted annually along with the sewer rate. The 2025 rate is already determined for 2025 by WTD to be $76.09, a 2.5 percent increase. King County Code 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 or recalibration occurred in 2023 and produced the proposed charge for 2024. In 2025 and 2026, the proposed capacity charge annual increase will reflect this adjustment. 

The County has the flexibility to make updates to the capacity charge structure since it is not defined by the local sewer contracts. In January 2021, WTD implemented a new capacity charge rate structure for single-family homes that created new customer classes based on people per household and structured based on home square footage. 

[bookmark: _Hlk160195094]WTD reports the required update of the capacity charge will not be possible after 2030 without an update to the Regional Wastewater Services Plan (RWSP) because the methodology in code is tied to the life of the RWSP, which currently extends through 2030.[footnoteRef:3]  [3:  See Subsection 3.a. of Financial Policy 15 in 28.86.160C.3(a)] 


Council Approval Process. The proposed sewer rate and capacity charge will be transmitted in an ordinance to the King County Council in mid-April.  The tentative schedule for Council consideration, pending transmittal and committee chair approval, is as follows:
· Transmittal of Sewer Rate —Mid-April
· Briefing/Possible Action at Budget and Fiscal Management Committee —May 8 and May 22 
· Council Consideration—June 4
· Approval date requirement for sewer rate—July 1

Note, the sewage disposal agreements require the County to complete its consideration of the sewer rate for the following year by July 1 of each year.[footnoteRef:4] [4:  Partner city and sewer districts act after the county sets the sewer rate to establish their local rates, all of which go into effect on January 1, 2024.
] 


RWQC Review. In 2023, the Regional Wastewater Quality Committee requested WTD provide briefings on the proposed sewer rate earlier in the rate development cycle in order for the committee to be made aware early of any large policy drivers impacting the rate. In 2023, RWQC also requested the committee schedule should provide the option for the Committee to provide comment to the Executive on the proposed rate prior to its transmittal to the Council. The proposed rate briefing schedule below is intended to provide the opportunity for RWQC to provide comments to WTD and the Executive prior to the rate transmittal to Council should the committee wish to do so.

The proposed 2024 schedule for RWQC briefings on the 2025 rate is as follows:

February 7, 2024: Initial briefing from WTD on preliminary cost drivers and policy direction for 2025 sewer rate. 

March 6, 2024 and April 3, 2024: Discussion of WTD’s proposed 2025 sewer rate proposal to the Executive with a focus on the Regional Wastewater Services Plan and other wastewater policies. 
· Is the proposed rate consistent with RWSP policies? For example:
· Does the proposed rate generate sufficient revenues to maintain the capital assets in sound working condition, providing for maintenance and rehabilitation of facilities so that total system costs are minimized while continuing to provide reliable, high quality service and maintaining high quality water standards? 
· Is the proposed rate consistent with the debt financing and borrowing policies in the financial policies?
· Which policies within the RWSP are most impacting the proposed rate?
· Are any policy changes represented in the WTD rate proposal?
· Discuss the option of developing a letter/resolution to the Executive from RWQC on WTD’s proposed rate. 

May 1, 2024: Briefing on the Executive’s proposed rate.

The Wastewater Treatment Division has provided several detailed briefings to the Metropolitan Water Pollution Abatement Advisory Committee during the 2025 rate development process. See Attachment 2 for the latest briefing. 


ATTACHMENTS:   

1) King County Code 28.86.160 Financial Policies 
2) Presentation to MWPAAC, February 28, 2024. Wastewater Treatment Division 2025 Sewer Rate Process. 
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