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Introduction

* Rate letters received from MWPAAC, RWQC, and individual agencies in
2025 and 2026 included concerns about rate predictability

* Both the King County Executive and RWQC have requested WTD to
implement a work plan that addresses multi-year rate predictability

* WTD briefed MWPAAC in December 2025 about potential options and
criteria for evaluation

* This presentation summarizes WTD’s proposal for increasing multi-year
rate predictability starting with next year’s rate process




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 keeping the sewer rate unchanged for two years.
This approach meant that King County Council had to adopt the full increase needed for two
years of revenue requirements 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.




Historical Sewer Rate Sewer _ Percent Sewer_ Percent

Increase Year Increase
_ 1990 $11.90 - 2009 $31.90 14.1%
Increases (1 990 2026) 1991 $13.20 10.9% 2010 $31.90 0.0%
1992 $13.80 4 5% 2011 $36.10 13.2%
1993 $13.62 -1.3% 2012 $36.10 0.0%

Year

 |In 2005 WTD stablished a Rate

Stabilization Reserve Account and 1994 §1590  167% | 2013  $3979  10.2%
began the practice of only increasing 1995  $1795  12.9% 2014  $3979  0.0%
rates every other year 1996 $19.10 6.4% 2015 $42.03 5.6%

1997 $19.10 0.0% 2016 $42.03 0.0%
1998 $19.10 0.0% 2017 $44 22 5.2%
1999 $19.10 0.0% 2018 $44 22 0.0%

* Year one is sized to meet the need for two
years, so year two becomes a default 0%

nerease 2000 $1950  21% | 2019  $4533  25%
« MWPAAC agencies found that planning 2001 $19.75 1.3% 2020 $4533  0.0%

2003 $23.40 0.0% 2022 $49.27 4.0%
2004 $23.40 0.0% 2023 $52.11 5.8%

* |n line with the industry, in 2021 WTD 2005  $2560  94% 2024 $55.11 5.8%
began smoothing the annual rate path to 2006 $25.60 0.0% | 2025 $58.28 58%
oroduce a more gradual incremental 2007  $2795  92% | 2026  $6266  7.5%

. 2008 $27.95 0.0%
impact year over year

alternating pattern was challenging

Annual Average Change: 4.7%

Biennial Average Change: 9.7%




Multi-Year Rate Predictability

Of the five options presented to MWPAAC, WTD has selected a two-year increase commitment because it provides the
best balance between rate predictability, engagement length, and financial flexibility

More Robust
Engagement
Process

1. One-yearincrease (2021 - 2025
approach) e 6

Flexibility to Rate
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Rate Increase Options Predictability

2. One-year increase plus rolling
commitment on following year

|
3. Two-year increase commitment aligned Q 0 Q :
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|

with biennial budget

4. Greater than two-year increase
commitment

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




Implementation of WTD’s Proposal

 Two-year rate commitment to begin with next year’s sewer rate proposal
(aligned with 2028-2029 biennial budget)

* Rate Stabilization Reserve might be used (and later replenished) to protect
against second year volatility

 Asdiscussed in the preliminary 2027 sewer rate process, a conservatism
factor could be added to capital forecasts to enhance rate predictability
beyond the second year

* “Off-year” would be used to review rate-setting topics in more detail with
MWPAAC and RWQC




Comments and
Questions
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