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Agenda
Introduction

Alternative capacity charge 

methodologies

System Buy-in Approach

Incremental Approach

Combined Approach

Next steps



• Current capacity charge methodology 
“expires” in 2030

• RWSP Update being completed that 
will help identify capital needs over 
the next 40 years
• Update was relaunched in 2024

• Some imbalances in the approach 
due to the structure 

• 2016 Auditor’s report recommended a 
more transparent model

Why is WTD performing 
this study? 



• Develop a more transparent calculation

• Based on the value of system assets (existing and future)

• Existing and future capacity will determine costs per RCE

• A more predictable charge that is less dependent on historical 

revenues and discount rate

• Transition to a new methodology that accounts for current system 

investments and capacity, and future expanded capacity investments

Goals of alternative capacity charge 
methodology
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Capacity Charge 
Methodology: 
Alternatives



Typical Fee Calculation 
Methodologies

• Buy-In Approach

› Focuses on existing facilities with available 

capacity to serve new customers

› Analysis based on fixed asset records

• Incremental/Marginal Cost Approach

› Focuses on additional facilities required to 

meet anticipated growth

› Analysis based on capital improvement plan

• Combined Approach
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System Buy-In Approach

• Existing assets have some 
capacity to serve new customers

› New customers “Buy-In” to 
existing capacity

› Establishes a cost per RCE of 
capacity in existing system

• Investment in assets based on 
original costs plus carrying costs

› Per RCW 35.58.570

• Exclude outstanding debt to 
prevent “double-charging”

• Exclusion of grant-funded assets

Sample Fee Calculation

Original Cost of Eligible Assets + Carrying Costs

Less:

 - Grant Funded / Donated

 - Outstanding Debt Principal

= Net System Assets ($)

÷ Existing System Capacity (RCE)

= Capacity Charge ($/RCE)

7



System Buy-in Adjustments

• Exclude Vashon Island and Carnation treatment facilities 

• Exclude grant-funded assets

• Should recover the core/”backbone” system assets

› Exclude small equipment and vehicles

• Asset management adjustment – add CIP replacement project 
costs; remove related retired asset cost
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Incremental Cost Approach

• Assigns cost of future capacity 

expansion to new customers

• CIP projects evaluated for portion 

that supports growth 

› Utilizing current adopted CIP

› Project-specific allocations of 

upsizing share by project

› RWSP will inform updates 

• Based on future RCE’s added to 

system 

Sample Fee Calculation

Total Capital Improvements Projects

Identify Growth Capacity Share of Projects

= Incremental Capacity Cost ($)

÷ Capacity Provided by New Assets (RCE)

= Capacity Charge ($/RCE)
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Combined 
Methodology

• System Buy-in + Incremental 

Cost

• Existing assets have capacity 

to serve new customers

• Recognizes additional growth-

related facilities in capital 

improvement plan
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Capacity Required

System Capacity

Past Present Future

System Demand



Benefits of Alternative Approaches

• Achieves the principle of growth pays for growth by 

recovering an equitable share of: 

› Existing system assets based on available capacity

› Future system investments to serve growth

• Transparent and predictable since it is based on assets 

and not cashflow
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Example Calculations
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System Buy-in Approach
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Treatment Plants Conveyance CSO/Regulatory

Adjusted Asset Investments $ 110 $ 50 $ 25

Less Outstanding Debt Principal -10 -20 -10

Net Asset Investment $ 100 $ 30 $ 15

Total System Capacity (RCEs) 100 120 150

Capacity Charge per RCE $  1.00 $  0.25 $   0.10

Total Capacity Charge ($/RCE) $  1.35



Incremental Approach Summary

• The RCEs added by future growth-related projects will be informed by 

updated Regional Wastewater Services Plan strategies

• Methodology allows for straightforward evaluation of how updated 

Regional Wastewater Services Plan strategies will affect capacity charges
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Treatment Plants Conveyance CSO/Regulatory

Growth-related Project Costs $ 200 $ 50 $ 15

Added RCE Capacity 50 40 50

Capacity Charge per RCE $ 4 $  1.25 $   0.30

Total Capacity Charge ($/RCE) $  5.55



Combined Approach Calculation
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Treatment Conveyance CSO/Regulatory Total

Costs

Buy-In (Assets) $ 100 $ 30 $ 15

Incremental (CIP) $ 200 $ 50 $ 15

Total $ 300 $ 80 $ 30

Available Capacity (RCEs)

Existing 100 120 150

Added 50 40 50

Total 150 160 200

Cost/Capacity ($/RCE) $ 2 $ 0.50 $ 0.15 $ 2.65
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Next Steps



• Raftelis & WTD are updating the model for calculating the 

industry-accepted capacity charge alternatives using 

currently available information

• Reflects currently known growth-related capital projects

• Updates to the current and forecast RCE’s that these projects 

are designed to support

• Current market conditions and recent cost escalation

WTD is updating the capacity charge 
calculations, draft results next month
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Thank you!
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