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SUBJECT
Briefing on the Wastewater Treatment Division’s 2026 sewer rate and capacity charge recommendations and a status update on the developing a long-term rate forecast as requested by Motion 16449. 
SUMMARY
The Wastewater Treatment Division (WTD) will provide a briefing on the Division’s 2026 sewer rate recommendation to the Executive. The Executive is expected to transmit a proposed rate ordinance to the Council by April 24. Additional, detailed information on the rate proposal will be included with the transmitted proposed ordinance authorizing the 2026 rate. 
The tentative schedule for the sewer rate process is below:
· April 2—Briefing in RWQC on WTD’s 2026 proposed sewer rate.
· April 24—Executive transmits 2026 sewer rate proposal to King County Council
· May 7—Briefing in RWQC on Executive’s 2026 proposed sewer rate and capacity charge.
· May 28 and June 11— Briefing and action by Budget and Fiscal Management Committee 
· Council consideration/action—June 17 or June 24 (as emergency), assuming action by BFM by June 11
· Approval date requirement for sewer rate—prior to July 1

Briefing Questions: At the direction of the Chair, today’s briefing will focus on why the sewer rate is projected to increase significantly more than projected in 2024. 
Questions include: 
· Explain why the Mouth of Duwmaish CSO costs are now so much higher than projected when the Modified CSO Consent decree was approved. What are the specific categories of costs that are increasing? 
· Compare the consent decree CSO dollars that were in the forecast previously by year to the costs included in WTD’s proposed forecast.
· Is WTD considering less expensive alternatives?
· What opportunities will there be for RWQC members to weigh in on the alternatives before the final one is selected?
· Show how the timeline of cash needed for the project delivery schedule for the modified CSO consent decree informs the rate. 
· Other than being required by the consent decree, explain the level of confidence WTD has in the project delivery schedule for the MODCSO. 
· A stacked bar chart or other visual representation showing the factors driving the overall rate costs higher in this forecast period when compared to last. 
· Details on what is driving the increase in asset management forecast from 2025 to 2026. Why the significant increase in conveyance expenditures for 2026? What is driving the near-term asset management decisions. And long term as well. Please describe how these projects get included in the forecast. What are the risk calculations that are made? What specific asset management projects are funded in 2026?
· What were the alternatives that were considered across various variables and what were their rate impacts. For example, what capital spending scenarios were considered? What cash funding scenarios? What asset management scenarios? Different approaches to depreciation?
· Are there other factors such as financing approaches that could exert downward pressure on the rates?
BACKGROUND
In 2023, the Council adopted Motions 16410 and 16449, developed by RWQC, requesting WTD develop a long-term capital forecast and rate forecast.
Motion 16410 Long-term Capital Forecast (Attachment 2).  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 (Attachment 3) appears to meet the request set forth in Motion 16410. WTD has marked the report “draft” to reflect that additional changes could be made as work is done to develop a long-term financial and sewer rate forecast as requested by Motion 16449. 
Motion 16449 Long-term rate forecast (Attachment 4) 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 (Attachment 5). 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. Attachment 6 is the 2024 letter sent by RWQC to the King County Council. 
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. 
Each year, MWPAAC develops a letter to the Executive with its comments on WTD’s proposed rate, and then when the proposed rate ordinance is transmitted to the County Council, MWPAAC sends another letter on the Executive’s rate to the County Council. MWPAAC’s letter to the Executive is included as Attachment 7. 

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

ATTACHMENTS
1. Power Point WTD Recommended 2026 Sewer Rate and Capacity Charge
2. Motion 16410
3. Capital Investment Forecasting Methodologies and Recommendations
4. Motion 16449  
5. RWQC Resolution 2024-01
6. 2024 RWQC letter to the King County Council
7. Metropolitan Water Pollution Abatement Advisory Committee Rate Recommendation to Executive
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