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SUBJECT

A briefing to provide an update on the work to develop and maintain a long-term financial and sewer rate forecast as required by Motion 16449.

SUMMARY

Motion 16449 requests WTD to 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.

Motion 16449 was proposed by the Regional Water Quality Committee for consideration by the King County Council under Section 270.30 of the King County Charter and K.C.C. 1.24.065 which allows for regional committees to develop and propose legislation for introduction to the King County Council. Motion 16449 was adopted on October 23, 2024.

As requested by the Motion, the Wastewater Treatment Division will provide an update today on progress in developing a long-term financial and sewer rate forecast. In July 2025, the Wastewater Treatment Division is requested to brief the RWQC on the division’s long-term financial and sewer rate forecast. 

BACKGROUND

Motion 16449 (Attachment 1) includes the following substantive provisions:

Long-term Financial Forecast Requested. Lines 40-43 of the motion request WTD to develop and maintain a long-term financial and sewer rate forecast. The motion specifies it 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. 

WTD Is Requested to Seek Comments and Advisory Recommendation. Lines 44-50 of the motion request WTD to seek comments from ratepayers and other stakeholders and advisors including the Metropolitan Water Pollution Advisory Committee (MWPAAC). Additionally, the motion requests WTD seek an advisory recommendation from an independent national expert on the methodology used to develop the forecast and revenue requirements. 

Specific Revenue Requirements are Requested. Lines 51-65 request WTD report information on revenue requirements and include separate line items for the following categories listed below.

Operation Expenditures:
· Employee wages;
· Employee benefits;
· Supplies;
· Services;
· Intragovernmental services; and
· Intragovernmental contributions.

Capital Expenditures:
· Asset management; 
· Known and potential regulatory requirements; and
· Capacity improvements including projects for population growth and those projects addressing infiltration and inflow. 

The categories of capital expenditures listed above are the same categories listed in Motion 16410, related to forecasting the long-term costs of WTD’s capital improvement needs. Additionally, lines 63-65 allow WTD, with written notice to the chairs of the RWQC and MWPAAC, to modify categories for reporting revenue requirements. 

Comparing Forecast Scenarios Based on Changing Assumptions. Lines 66-71 are intended to allow for forecast scenarios to be compared using different assumptions including, but not limited to, the following: expected capital expenditures; asset life expectancy, interest rates on debt; capital project accomplishment rates; general and cost of construction inflation rates; percent of debt financing; length of debt; revenue requirements; number of residential customer equivalents; and revenue sources. 

Request for Executive Summary. Lines 72-74 of the motion request WTD to develop an executive summary that explains the forecasts in simple-to-understand terms. This is consistent with the work program which notes the challenges for members and other stakeholders in understanding and communicating to the public sewer rate forecasts. 

Timelines. Lines 75-84 of the motion request WTD to provide status update briefings in January 2024, July 2024, and April 2025 to the RWQC on the progress in developing a long-term financial and sewer rate forecast. By July 2025, WTD is requested to brief the RWQC on WTD’s long-term financial and sewer rate forecast and provide supporting materials explaining the rate models used to generate the forecast. 

INVITED

· Courtney Black, Financial Services Manager, Wastewater Treatment Division 

ATTACHMENTS

1. Motion 16449
2. WTD PPT on Long term rate
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