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SUBJECT

Capacity Charge Affordability and Customer Assistance Project

SUMMARY:

The Executive is undertaking a review of the wastewater capacity charge for opportunities to provide relief to low-income customers, as a means of assisting with housing affordability within the wastewater service area. 

BACKGROUND: 

Substantially increased housing costs in King County have presented challenges to the household budgets of residents throughout the region, but particularly those of low-income residents.  In addition to mortgage or rent costs, residents pay fees for household utilities, including the sewer rate and capacity charge.  The sewer rate has increased 28.9% since 2010, and the capacity charge has increased 24.15 % since 2012.

In light of the broader regional concern regarding housing costs, the Wastewater Treatment Division has undertaken a study project to assess the possibilities for providing relief from wastewater utility costs for low income populations.  In January 2018, the Division launched a “Capacity Charge Affordability and Customer Assistance Project” with stated objectives to 
· Assist low income customers who are most in need
· Increase flexibility in billing for customers with temporary hardship
· Align with the County’s intent to encourage affordable housing development.

Jurisdictional Context:  Wastewater Service Billing
It is useful to note the jurisdictional context within which the wastewater system operates, to provide an understanding of some of the constraints that relief from wastewater billing would need to manage around.  Wastewater service in King County is provided on a “federated” basis—that is, the cities and sewer districts operate at the “retail” level, collecting wastewater directly from homes, businesses and industrial generators; that flow is delivered for the “wholesale” function to the Wastewater Treatment Division’s large interceptor pipelines, which convey the flow to WTD’s treatment facilities—primarily the West Point, South and Brightwater treatment plants.  Utility bills paid by system clients include 1) the sewer rate, paid by all who are connected to the system, and 2) specifically for those generators connecting to the system for the first time, a connection fee, referred to as a “capacity charge”, is assessed, to pay for the increased capacity required of the system associated with growth in projected flow levels.  The sewer rate, paid by all generators, is billed and collected at the retail level, by cities and sewer districts.  The capacity charge is billed and collected directly by the Wastewater Treatment Division and is often paid over a 15-year period. 

Because the capacity charge is the only general revenue fee collected directly by Wastewater Treatment Division, that charge has been the focus of the Affordability and Customer Assistance Project.  The study did not attempt to develop relief measures for the sewer rate, as the cities and sewer districts are responsible for collecting the sewer rate revenues; some of those local utilities may already have in place relief measures for the local portion of the sewer rate.  

A related note of context has to do with the categories of payers of the capacity charge.  As noted, any new generator, connecting to the system for the first time, is assessed the capacity charge.  That can include individual homeowners, owners of multifamily structures, businesses and industrial facilities.  Low income customers may either be renters in single or multifamily structures—in which case, the owner of the home or the building pays the utility charge, and presumably, builds the cost into the rental rate; or they may be homeowners—in which case they pay the utility bill directly.  This structure adds a layer of complexity as the Division seeks to identify an effective means to provide relief to the individual low income resident, who may be either paying the capacity charge through the residential rental charge—and has no direct billpayer relationship with the agency—or is paying the capacity charge directly.  

[bookmark: _GoBack]Code provisions related to the capacity charge appear in KCC 28.84.050 (O)(2) (attached).  There is an existing limited provision addressing low-income and senior capacity charge discounts (KCC 28.84.050 (O)(2) (a,b)). 

Project Review and Outreach Process
WTD worked extensively with the Metropolitan Water Pollution Abatement Advisory Committee (“MWPAAC”) in designing and conducting this review, outreaching to MWPAAC through their Engineering and Planning Subcommittee and the full MWPAAC body.  MWPAAC was incorporated into the process of identifying project objectives, boundaries and opportunities, resulting in the three initial objectives identified above.  The project approach also included:

· Characterizing customer income challenges;
· Identification of a range of assistance program options;
· Identification and application of program evaluation metrics;
· Iteration—sharing, gathering feedback, further analysis;
· Informing decision makers.  

Following the project objectives discussion, the review provided demographic information displaying the distribution of households paying the capacity charge, by single family and multifamily housing categories.  Multifamily clients showed strong concentrations within the City of Seattle, while single family ratepayers showed greatest concentrations on the north end, the east side, and the south end of the county.  Demographic mapping also depicted the frequency of WTD capacity charge customers below 200% of the poverty level, with distributions scattered in different locations throughout the WTD service area, including heavy concentrations in the Kent area, southeast of Lake Sammamish, in central Seattle, and in south Snohomish County. 

Based on the input received from their outreach efforts, research undertaken and demographic information identified, study leaders undertook to develop potential program options and establish evaluation metrics.  Following further engagement with interested parties and refinement of options, four recommendations were identified: 
 
· Connect customers with community support services;
· Improve payment plans for customers with temporary hardship;
· Deferred payment through property liens for qualified low-income homeowners;
· Expand customer class of low-income housing that qualifies for reduced charge.

Anticipated Completion and Transmittal 
The Executive anticipates transmitting these recommendations, together with any necessary implementing legislation, concurrent with the transmittal of the Executive Proposed Sewer Rate for 2020.  This package would be transmitted to Council in April, with Council action anticipated in June.  

Today’s briefing will provide the opportunity for the Division to update the Committee on the progress of the study, more fully discuss the proposed recommendations, and answer any questions.  

ATTACHMENTS
1. King County Code 28.84.050 (O)(2) Capacity Charge

INVITED
1. Alison Saperstien, Project Manager, Wastewater Treatment Division
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