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SUBJECT

King County Regional Wastewater Governance Study.

SUMMARY

Seattle Public Utilities commissioned the Center for Public Service at Portland State University to research possible changes in the governance of wastewater treatment services in the Seattle-King County metropolitan region. The final report describes issues and concerns regarding wastewater governance in the region, provides background and historical information on the regional wastewater system, and includes several recommendations for reforming the current governance structure. 

BACKGROUND

[bookmark: _Hlk136006806]In February 2022, Seattle Public Utilities commissioned the Center for Public Service at Portland State University (PSU-CPS) to study the King County regional wastewater governance structure and recommend possible changes. As part of its work, PSU-CPS completed six reports:

	Project Report 1: Summary of Survey Results 
	Project Report 2: Description of the Existing System
	Project Report 3: Focus Group Summary
	Project Report 4: Evaluation of Governance Options 
	Project Report 5: Regional Models

In November of 2022, PSU-CPS issued their sixth report (final report). The following is a summary of the final report’s content and findings. 

[bookmark: _Hlk135912110]Wastewater Governance Issues and Concerns.   The final report notes that the centralization of the regional wastewater system under the King County government brings benefits and efficiencies of regulatory centralization, operational scale, service quality and consistency, coordination of capital investments and regional cost sharing. However, through surveys and interviews of contract agencies, the report identified several concerns with the current governance structure. These concerns include: 
· Unclear and under-developed roles, purposes, and inter-relationships of the two contract agency committees (the Regional Wastewater Quality Committee and the Metropolitan Water Pollution Abatement Advisory Committee);
· Lack of effective decision authority and control by local contract agencies;
· Inconsistent communication with stakeholders; and 
· Opacity around capital project spending and prioritization.    

For the City of Seattle, the report conveys a particular concern regarding geographical consolidation of services and whether some form of transfer of the West Point treatment plant may increase the efficiency and effectiveness of the city’s utility program.     

Regional Wastewater System Features, Revenues and Governance Structure.  

System Features. The final report describes King County as a “wholesale” wastewater service provider in that it “pipes and treats wastewater that is collected by 34 local sewer agencies which are all government entities. “Basic Agreement” contracts define, structure, and implement the relationship and obligations between the local contract agencies and King County. 

The City of Seattle is described as unique among the regional system’s local contract agencies, both in terms of the amount of wastewater flowing into the system and the City’s operation of a sanitary sewer and surface water system of combined and separated infrastructure. With wastewater and stormwater flowing into the local system and the connecting westside regional system, intense and prolonged wet weather events in Seattle have overwhelmed system capacity and resulted in uncontrolled combined sewer overflows. 

Revenue. Funding for the system stems primarily from the wholesale rate charged to contract agencies, which exceeds $400 million per year, and a “capacity charge” on new development, which is typically less than $100 million per year. The “Basic Agreement” contracts specify how the wholesale charge burden is applied under an allocation method that has been unchanged since the early 1960s. The allocation method provides for a single flat rate per single family residence, regardless of the size of the residence or the volume of wastewater generated by the residence. 

A “residential customer equivalent” (RCE) charge is also applied to multifamily and non-residential customers based on the volume of wastewater generated (as measured by water usage), as well as the composition or “strength” of the wastewater for some industrial customers. Initially the RCE charge was set at a flat rate of $2 per month, but over the years setting the charge became the sole discretion of King County. 

Governance. Governance of the regional system is provided by the King County Executive and Council, with the latter serving as the final legislative authority on policy, budget, capital improvement program and financial and debt decisions. Two committees advise the King County Executive and Council: The Regional Water Quality Committee (RWQC) and the Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC). The MWPAAC is a product of the 1957 enabling state legislation (RCW 35.58.210) for the formation of the metropolitan municipal corporation and serves to advise on matters relating to water pollution abatement. Membership consists of one representative from each local government served by the regional wastewater system. According to the report, neither the county charter nor the county code appears to acknowledge MWPAAC or distinguish its advisory role from that of RWQC. 

The RWQC consists of three County Councilmembers, one of which serves as Committee Chair, and six members who must be local elected officials appointed from the local contract agencies. The RWQC membership categories and votes are allocated as: King County Councilmembers (6 votes), City of Seattle (2 votes), four smaller cities (2 votes), and water and wastewater special districts (2 votes).

Please see Attachment 2 for the King County Code and Charter provisions establishing the RWQC, its subject matter, and the rules for adoptions for any plans or policies recommended by a regional committee. 

[bookmark: _Hlk136003298]Final Report Recommendations.  The final report includes three prioritized governance recommendations. 

Advisory Board with Delegated Decision-Making Authority 

The final report recommends that RWQC be given delegated decision-making authority that would essentially create the benefits of an intergovernmental agency within the county government. Under this governance model, the King County Council would retain veto power over long term obligations for the County and decisions that would impose burdens on other units or funds within the county. The King County Executive would retain decision-making authority over the organization and staffing of Wastewater Treatment Division, including appointment of its director. The RWQC would be empowered, by ordinance, with decision-making authority over all other aspects of the wastewater system including:
·  Setting rates for both the RCE charge and the capacity charge;
·  Adopting the comprehensive plan (“Clean Water Plan”);
·  Adopting the capital improvement plan;
·  Timing and amount of bond sales; and
·  Issues that have significant financial impacts.

The final report also recommends that MWPAAC be reoriented into a Technical Advisory Committee made up of professional staff rather than the current mix of elected officials and staff. 

Analyze West Point Separation

If the first recommendation cannot be implemented, or is found to be unsatisfactory to either King County or the contract agencies, the City of Seattle the final report’s second recommendation would have the City of Seattle evaluate the feasibility of separating the West Point system from the regional system. According to the report, such a separation would provide multiple benefits to the City of Seattle including:
· Full control over all aspects of wastewater service and associated costs;
· Economies of scope in having a single agency manage combined sewer outflow operations and capital improvements;
· Opportunities for pursuing a “One Water” management philosophy; and
· Integration of financial policies and outcomes.

Furthermore, the final report states that separation of the West Point plant and related conveyance system could also relieve the regional system of capital and operating costs associated with the combined sewer system, and fixed asset liabilities associated with the plant and older westside conveyance facilities. 

Creation of Intergovernmental Authority

The final report’s third and final recommendation states that, should the City of Seattle choose to separate the West Point system from the regional system, the remaining contract agencies consider forming a joint utility authority under RCW 39.106, like that of the Cascade Water Alliance. According to the report, an intergovernmental agency would give local wastewater service providers with collective ownership of the regional agency, allow for greater balance of system investments against the cost to ratepayers and restore the feedback loop that member agencies benefitted from under the previous Metro government. 

Concerns with Report Recommendations Identified by Bond Counsel. On January 13, 2023, bond counsel to King County sent a memorandum to King County Department of Natural Resources and Parks Director Christie True outlining concerns with those PSU-CPS recommendations which are incompatible with County bond covenants and the County’s statutory authority to approve expenditures for the wastewater system (Attachment 3). According to the memo, “bond covenants prevent the County from implementing any of the [PSU-CPS] options that would transfer [Wastewater] System debt or assets to a new entity without first setting aside sufficient funds to pay all (or a proportionate share, in the case of a partial transfer of System assets) of the principal and interest on outstanding WTD debt.” The memo further notes, “that the County has limited ability under state law and bond covenants to delegate its authority to set rates and charges for the [Wastewater] System, and to approve the plan and budget for [Wastewater] System expenditures. 

INVITED

· Scott Lazenby, Adjunct Associate Professor, Portland State University
· Dwight Dively, Director, King County Office of Performance, Strategy and Budget
· Stacey Lewis, Pacifica Law Group

ATTACHMENTS

1. King County Regional Wastewater Governance Study: Final Report
2. RWQC King County Charter and King County Code Provisions
3. Bond Counsel review of King County Regional Wastewater Governance Study
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