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Context: Recommendations in Rate Letters

* Rate letters received in April-May of 2025 from MWPAAC, RWQC, City of Seattle, and City of
Kirkland included concerns about rate predictability

* Response from King County Executive in June 2025 includes rate predictability as part of
draft work plan

* Motion 16900, approved in November 2025, requests WTD to implement a work plan that
addresses rate predictability

Attachment A. WTD’s Sewer Rate and Capital Work Plan to Continue to Improve Engagement, Transparency, and Accountability

Major Recommendations from RWQC Letter Wastewater Treatment Division Tasks working Timeline
3. Improve multi-year rate predictability. Develop options and * Prepare and deliver of options for multi-year rate Q3 2025-0Q2 2026
implement a mechanism to improve rate predictability to help predictability, including options for a multi-year rate (Options identified by
partner agencies better plan and lessen large changes in rate commitment. Options should be prepared in discussion with end 2025 and multi-
proposals, especially for the first three years of the rate. A multi- MWPAAC’s Executive Board and partner agencies and in year rate
year rate would provide more time for an in-depth review and coordination with King County Executive’s Office and county implementation by end
understanding of costs and how investments are prioritized, and budget process. Any multi-year option should include a of Q2 2027 for 2028
discussion of options and tradeoffs. process for WTD to update the rate if there are significant and 2029 rates)
changes that impact the rate forecast.

* Optionsin this presentation are within the existing limitations in code and contracts




Sewer Rate Adoption in Contracts with Local Sewer Agencies

* The sewer contracts require that the “total monetary
requirements” be determined “each year” for the “next
succeeding calendar year,” so that the rate must be
determined/adopted one year at a time

3. The monthly sewage disposal charge payable to Metro
shall be determined as follows:

a) Prior to July lst of each year Metro shall determine
its total monetary requirements for the disposal of sewage during

the next succeeding calendar year. Such requirements shall




Sewer Rate Adoption in King County Code

* King County Code states the intent that a multi-year rate be established when permitted

* Historically, a multi-year rate has referred to a sewer rate that is in place and unchanged for
two years. This multi-year rate approach required that the full increase needed for two years
of revenue requirements be adopted in year one of the biennium, and a zero percent rate
increase in year two.

* Thisis different from a planned rate increase or commitment that occurs annually over two years

* The sewer rate must still be proposed and adopted in year two even when the rate will remain unchanged
because the sewer contracts require the rate to be determined/adopted annually as noted above

KCC 28.86.160 Financial policies (FP). FP-15 2.b

b. King County should attempt to adopt a multiyear sewer rate to provide stable costs to
sewer customers. If a multiyear rate is established and when permitted upon the retirement by the
county of certain outstanding sewer revenue bonds, a rate stabilization reserve account shall be
created to ensure that adequate funds are available to sustain the rate through completion of the
rate cycle.




H |St0 I‘I Cca l Sewe r Rate Sewer Percent Sewer Percent

Year Rate Increase Year Rate Increase

Increases (']99()-2()25) 1990  $11.90 2008  $27.95  0.0%

1991 $1320  10.9% 2009 $31.90  14.1%

* Beginning with the 2005 establishment of 1992 §$1380  4.5% 2010  $3190  0.0%
the Rate Stabilization Reserve Account, 1993 $1362  -13% | 2011 $36.10  132%

0 0
alternating increase years, where year one is 1994 $1590 167% | 2012 $36.10  0.0%

1995 $17.95  12.9% 2013 $39.79  10.2%
1996 $19.10 6.4% 2014 $39.79 0.0%
1997 $19.10 0.0% 2015 $42.03 5.6%
1998 $19.10 0.0% 2016 $42.03 0.0%

sized to meet the need for two years,
resulted in significant differential impacts
year to year.

« MWPAAC agencies found alternating 1999 $19.10 0.0% 2017 $44.22 5.2%
increase years with a zero percent increase 2000 $19.50 2.1% 2018 $44.22 0.0%
in the second year were challenging to plan 2001 $19.75 1.3% 2019 $45.33 2.5%
local rate increases around. 2002  $2340  18.5% 2020  $4533  0.0%

2003 $23.40 0.0% 2021 $47.37 4.5%

* |In line with the industry, in 2021 WTD began 2004 $23.40 0.0% 2022 $49.27 4.0%

smoothing the annual rate path to produce a 2005 $25.60 9.4% 2023 $52.11 5.8%
more gradual incremental impact year over 2006 $25.60 0.0% 2024 $55.11 5.8%
year 2007 $27.95 9.2% 2025 $58.28 5.8%

Annual Average Change: 4.6%
Biennial Average Change: 9.5%




Example of 2026 Sewer Rate Proposal with 0% increase in
second year

2026 Sewer Rate Proposal

2025| 2026| 2027| 2028| 2029 2030| 2031 2032| 2033 2034|
Rate Increase % 5.75% 750% 12.75%  12.75% 13.50%  13.50% 13.50% 7.25% 7.25% 2.00% 2.00%
Monthly Sewer Rate $58.28 | $62.66  $70.65  $79.66  $90.42  $10263  $11649  $124.94  $134.00 $136.68  $139.42
All-In Debt Service Coverage 1.65x 1.48x 1.47x 1.97X 1.50x 1.47x 1.57x 1.99x 1.57x 1.95X 1.53x

2026 Sewer Rate Proposal — 0% increases in second year

Rate Increase % 7.50% 25.00% 0.00% 25.00% 0.00% 17.50% 0.00% 17.50% 0.00%  3.00%
Monthly Sewer Rate $62.66 $78.33 $78.33 $97.92 §97.92 $115.06 $115.06 $13520 $13520 $139.26
All-In Debt Service Coverage 1.65x 1.48x 1.66X 1.56x 1.67X 1.42x 1.57x 1.46x 1.59x 1.54x 1.53x

* Desire for more rate certainty, but not at the expense of smoothness




Options for Rate Predictability

1. One-year increase (2021 - 2025 approach)

2. Two-year increase commitment to hold the following year's forecasted rate increase
3. Two-year increase commitment to align with biennial budget

4. Greater than two-year increase commitment

5. Two-year increase commitment with 0% in second year (2005 to 2020 approach)

Discussion Question: Are these the right options for consideration?




Criteria to Evaluate Rate Predictability Options

* Predictability

* Smoothness

* Flexibility

* Engagement Process

Discussion Question: Are these the right criteria to evaluate the options?




Next Steps

 Rate Predictability Options identified by end of 2025
* Preferred Option for a Multi-Year Rate identified by Q2 2026

* |Implementation by end of Q2 2027 as part of the rate process for 2028
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