2027 Sewer Rate Proposal

Metropolitan Water Pollution Abatement Advisory Committee
March 5t, 2026

King County | Wastewater Treatment



Agenda

* Calendar

* Assumptions and challenges for 2027
* WTD’s Recommended Rate

* Rate Forecast and Financial Analysis
* Capacity Charge

* Affordability Efforts

* Summary and Next Steps




2027 Sewer Rate Process Calendar

Executive Budget Office 1/29/2026 2027 WTD Preliminary Sewer Rate Proposal
RWQC 2/4/2026 2027 WTD Preliminary Sewer Rate Proposal
MWPAAC R&F 2/5/2026 2027 WTD Preliminary Sewer Rate Proposal
MWPAAC Gen 2/25/2026 2027 WTD Preliminary Sewer Rate Proposal
E-Team 2/26/2026 2027 WTD Sewer Rate Proposal
RWQC 3/4/2026 2027 WTD Sewer Rate Proposal
I::) MWPAAC R&F 3/5/2026 2027 WTD Sewer Rate Proposal
Executive 3/19/2026 2027 WTD Sewer Rate Proposal
MWPAAC Gen 3/25/2026 2027 WTD Sewer Rate Proposal
Executive 3/26/2026 Tech Memo due to the Executive
RWQC 4/1/2026 Discussion on potential letter on sewer rate
MWPAAC R&F 4/3/2026 Discuss potential letter to KC Council
KC Council 4/24/2026 Executive transmits 2027 Rate Proposal to Council
MWPAAC Gen 4/23/2026 Action on potential letter to KC Council
RWQC 5/6/2026 Briefing Only
Budget and Fiscal Mgmt Committee 5/28/2026 Discussion Only
RWQC 6/4/2026 Briefing Only
Budget and Fiscal Mgmt Committee 6/11/2026 Possible Action
KC Council 6/17/2026 Consideration/Possible Adoption
KC Council 6/24/2026 Consideration/Possible Adoption (backup date)
Approval Required by: 7/1/2026




Challenges

* Operational cost increases
* Chemicals, electricity and labor

* Convergence of challenges in capital program
* Big three drivers —regulatory, asset management and capacity
* Higher construction costs
* Concurrent deadlines, stacking problem

* Lower risk projects already deferred to reduce rate increases

* Compounding effect from multiple double-digit increases is the
main impact to customer affordability




Bottom Line Up Front

* Draft WTD rate proposal and forecast prioritizes regulatory
compliance, limits rate increase forecast through 2034

* Alternative scenarios that shift project timing have modest value

* Deferred asset renewal/replacement and capacity projects - adds risk of
failure, risk of compliance or both

* Beyond just a ‘when’ question

* Combined Sewer Overflow (CSO) consent decree, National Pollutant
Discharge Elimination System (NPDES) permit, anticipated nutrient

regulations
* Requires successful negotiations, process may take some time

* WTD continuing to undertake variety of cost management efforts




2027 Rate Scenario Development

* Operating expenditure assumptions for 2027 are consistent with the
2026 adopted rate and associated forecast; outyear assumptions
for inflation and growth also remain the same.

* Budget proviso requires two additional scenarios to complement
the Executive’s 2027 rate proposal.
* One scenario must be at least 2% less than the official Executive proposal.
Executive Work Plan also requires another scenario and associated

tradeoffs. Scenarios presented are illustrative. Executive has not yet
proposed an official rate.

* |nflation and schedule risk adjustment assumptions in the Capital
Improvement Program (CIP) remain constant. Since last year, WTD
Is using schedule risk adjustment to more accurately reflect capital

expenditures.

* Scenarios assume WTD will maintain strong financial policies to
minimize cost of debt.




Assumptions for 2027 — Schedule Risk Adjustment vs
Accomplishment Rate

Prior to the 2026 rate
process (in 2025),
WTD utilized an 85%
accomplishment
rate on the capital
forecast input to the
sewer rate model to
attempt to reflect the
tendency to
overestimate capital
expendituresin a
given year.

Accomplishment Rate 15% “Haircut”, 10-year forecast

Prqject forecasts are Result is that adjusted
adjusted downward in all amount is removed from

years > forecast period

(represented by 777 )
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Assumptions for 2027 — Schedule Risk Adjustment vs
Accomplishment Rate

Since 2026’ WTD has Project forecasts are Adjusted amounts are Result is that entire

shifted to using a20% adjusted downward in escalated and reallocated forecasted amount is
. early years — to lateryears — represented inthe

schedule risk (represented by N\ ) (represented by [ ) forecast period

adjustment factor on
non-regulatory projects
to more accurately reflect
the fact that capital

projects tend to spend all

of their budget, they just N\
tend to spend itin later \

years than initial N

forecasts. iﬁ

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7




Capital Scenarios Summary

=Minimal impact on risk = Moderate impact on risk = Substantial impact on risk

10 yr

Change Rate Increases Asset
Total

from Reliability SR Regulatory

Scenario CIP Capacity Compliance

WTD and Safety

Proposed 2027 2028 2029 Risk Risk Risk

(2026-
2036)

Draft WTD Proposal (2026
Rate Timing + Current Project $14.2B $0B 12.75% | 12.75% | 12.75%
Forecasts)

Council Request (2% below
Previous 2027 Rate Forecast)
Theoretical Regulatory
Deadline Extension (Spreading | $12.4B -$1.8B 9.75% 9.75% 9.75%
Out Regulatory Projects)

K

K

$12.8B | -$1.4B | 10.75% | 10.75% | 10.75%

]

*The draft WTD proposalis very similar to the forecast projected at the time of the 2026
rate adoption but starts to differ significantly towards the end of the 6-year period.




		Scenario

		10 yr Total CIP

(2026-2036)

		Change from WTD Proposed

		Rate Increases

		Asset Reliability and Safety Risk

		System Capacity Risk

		Regulatory Compliance Risk



		

		

		

		2027

		2028

		2029

		

		

		



		Draft WTD Proposal (2026 Rate Timing + Current Project Forecasts)

		$14.2 B

		$0 B

		12.75%

		12.75%

		12.75%

		[image: Warning outline]

		[image: Warning outline]

		☑



		Council Request (2% below Previous 2027 Rate Forecast)

		$12.8 B

		-$1.4 B

		10.75%

		10.75%

		10.75%

		⮽

		⮽

		☑



		Theoretical Regulatory Deadline Extension (Spreading Out Regulatory Projects)

		$12.4 B

		-$1.8 B

		9.75%

		9.75%

		9.75%

		[image: Warning outline]

		[image: Warning outline]

		⮽
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Major Changes in Current State from 2026
Adopted Sewer Rate Forecast

Minor Asset Management Programs  + $490M Annual forecasts increased as part of
2026/2027 Budget Submittal decisioning

Sammamish Plateau Diversion + $460M Prelim Gate 2 estimate in Oct 2025

Elliott West WWTS + $320M Gate 3 approved June 2025

East Ship Canal CSO Program + $270M ROM estimate for combined alternative

South Magnolia Supplemental + $235M Identified in options analysis

Compliance Project

South Plant Electrical Improvements + $170M Charter approved July 2025

Lake Hills Trunk/NW Sammamish +$110M Revised 90% estimate reflected in May 2025

Interceptor Upgrade forecast save

Brightwater Aeration Basin No. 4 + $85M Revised conceptual estimate from Treatment

Planning Program



Seattle area construction costs have outpaced
Inflation

Cumulative Annual CCl and CPI Change Since Dec 2015
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e Seattle-Area CCl === National CCl == == CPI (All ltems)

Source for Seattle-area and national CCI: Engineering News-Record
Source for CPI (All ltems): Federal Reserve Bank of St. Louis




Capital Efficiency and Transparency Measures

* Facility programs: Dedicated facility-based delivery teams; reduces learning curve and
provides increased coordination with O&M

* Procurement Improvements: Programmatic contracts to reduce procurement volume;
expanded contractor outreach to increase competition; dashboards to identify and resolve
bottlenecks

* Real-Time Project Information: Continuously improving project information system
(PRISM) combining nightly accounting data with team reporting for real-time status,
schedule, and cost visibility

 Cost Estimating: Formulation program for early conceptual estimates; standardized Basis
of Estimate documentation; continue to build in-house estimating capability

* Responsiveness and Transparency: Long range capital forecast; clearer rate
communication; increased engagement with MWPAAC




WTD Proposed Capital Portfolio Assumptions

1. Regulatory (50% of 15t Decade Forecast)

* Prioritize meeting known regulatory requirements: CSO Consent Decree, Lower
Duwamish, West Point Treatment Plant NPDES permit

* Funds nutrient reduction evaluation and near-term optimization strategies, but not
large-scale nitrogen reduction

* Does not fund any other potential regulation (PFAS, other CECs, etc.)

2. Asset Management Conveyance and Plants (27% of 15t Decade Forecast)

* Addresses the highest risk asset renewal and replacement needs — major asset, poor
condition, larger scale cost (>$5M)

* Includes funding (about $80M per year) to address small scale asset replacements that
do not require major system overhauls




WTD Proposed Capital Portfolio Assumptions

3. Capacity (15% of First Decade Forecast)

* Prioritizes capacity projects (conveyance system and treatment plants) that are driven
by population growth

* Deprioritizes conveyance system projects due to inflow and infiltration in first decade,
shifts those to second decade forecast
4. Al Other Portfolio Categories (e.g., Resource Recovery, Op Enhancements, etc.) (8%
of First Decade Forecast)

* Prioritizes system planning (RWSP Update, Conveyance System Improvements,
Treatment Planning, Climate Adaptation Planning, etc.)

* Prioritizes cost-efficient investments to meet climate action goals in the near-term
 Defersinvestmentin seismic resiliency to the second half of the 15t decade and beyond
* Does notinvestin projects to address climate resiliency of existing system




$2.5B
$2.0B
$1.5B
$1.0B

$.5B

$.0B

Regulatory required investment is a key rate driver

Current State Capital Forecast

By Portfolio Category

2026 2031

mmmm Asset Management - Conveyance
Capacity Improvement

mmmm Planning & Administration

mmmm Regulatory

= = 2026 Sewer Rate Forecast

2036

2037 CSO Consent
Decree Deadline

2041

mmmm Asset Management - Plants

mmmm Operational Enhancements
Resource Recovery
Resiliency



Deferred investment in aging assets increases risk of

catastrophic failures

Example: Unaddressed corrosion will cause pipeline failure
resulting in sinkholes and raw sewage overflows

A N R R

-~

i

South Interceptor (Renton, Heathfield Force Main (Bellevue)
located under 1-405)

Future Implications

Some equipment and piping
across the system are operating
beyond useful life.

Further deferral increases the
risk of sudden failures, with
significant consequences.
Impacts to safety, human
health, water quality, and

higher response cost.




WTD’s Recommended Rate




Draft WTD Proposal prioritizes regulatory compliance, nheeded
asset renewal and replacement, and addresses capacity needs

Benefits: Current State Capital Forecast*
By Portfolio Category

This capital forecast positions WTD to meet
. . $2.5B
regulatory deadlines, proactively replace some of the
most critical assets prior to failure, and avoid building
moratoria driven by insufficient capacity. $2.0B
Implications & Risks: $1.58
Asset Reliability and Safety, System $1.0B
Capacity, and Financial Risk
»  Still defers some AM projects identified as being $.5B
in poor to very poor condition. Risks include
overflows, sinkholes, equipment damage, permit $.0B
. Defers I/l driven capacity projects with low levels mmmm Asset Management - Conveyance mmmm Asset Management - Plants
of service, risks include sewer overflows Capacity Improvement mmmm Operational Enhancements
* Deferrals affecting asset remaining useful life mmmm Planning & Administration Resource Recovery
and condition also poses risk to credit ratings M= Regulatory Resiliency
= == 2026 Sewer Rate Forecast
Regulatory Compliance Risk
* Includes significant investments (50% of 10-year
CIP) to meet regulatory milestones




Rate Impacts - WTD’s Recommended Rate

2026 Rate Forecast:

Adopted
2026|
Rate Increase % 7.50%
Monthly Sewer Rate $62.66
Rate Increase $ $4.38
All-In Debt Service Coverage 1.48x

13.50%

$90.42

$10.76
1.50x

13.50%
$102.63
$12.21

1.47x

13.50%
$116.49
$13.86

1.57x

Rate Increase %

Monthly Sewer Rate

Rate Increase $

All-In Debt Service Coverage

2027| 2028|
1275%  12.75%
$70.65 $79.66
$7.99 $9.01
147x 1.57x
2037| 2038|
4.50% 4.50%
$14861  $155.30
$6.40 $6.69
1.55x 1.66x

4.50%
$162.29
$6.99

1.78x

1.75%
$165.14
$2.85

1.83x

1.75%
$168.03
$2.89

1.88x

2032| PLEE]
7.25% 7.25% 2.00% 2.00% 2.00%
$12494  $13400  $136.68  $13942  $142.21
$8.45 $9.06 $2.68 $2.74 $2.79
1.59x 157x 1.55x 1,53x 1.44x
1.75% 0.50% 0.50% 0.50%
$17098  $171.84  $17270  $173.57
$2.95 $0.86 $0.86 $0.87
1.93x 1.95x 1.96x 1.98x

2027 WTD’s Recommended Rate Forecast:

Adopted

2026|

Rate Increase % 7.50%
Monthly Sewer Rate $62.66
Rate Increase $ $4.38
All-In Debt Service Coverage 1.62x

12.75%

$89.82

$10.16
1.68x

12.75%
$101.28
$11.46

1.60x

11.25%
$112.68
$11.40

1.58x

Rate Increase %

Monthly Sewer Rate
Rate Increase $
All-In Debt Service Coverage

Proposed
2027|
12.75% 12.75%
$70.65 $79.66
$7.99 $9.01
1.60x 1.74x
1.75% 3.75%
$163.52 $169.66
$2.82 $6.14
1.52x 1.54x

3.75%
$176.03
$6.37

1.58x

3.75%
$182.64
$6.61

1.61x

2.25%
$186.75
$4.11

1.60x

11.25% 8.00% 8.00% 8.00% 1.75%
$125.36 $135.39 $146.23 $157.93 $160.70
$12.68 $10.03 $10.84 $11.70 $2.77
1.61x 1.49x 1.51x 1.55x 1.55x
2.25% 2.25% 0.50% 0.50% 0.00%
$190.96 $195.26 $196.24 $197.23 $197.23
$4.21 $4.30 $0.98 $0.99 $0.00
1.63x 1.64x 1.66x 1.67x 1.69x




20-Year WTD’s Recommended Rate Capital Forecast by Portfolio Category

Significant uncertainty

v

m Asset Management - Plants m Asset Management - Conveyance m Regulatory (CSQOs) Regulatory (Non-CSOs)
Capacity Improvement Resiliency m Resource Recovery m Operational Enhancements
; m Planning & Administration ® 2nd D - Asset Management - Total m2nd Decade - All Others
2,500
nd e dy A .
E | Known Unknowns, e.g.:
= 2000 | Nutrient regulations and costs
N | Contaminants of emerging concern
- - | Other CSO cost updates
$1,500 |
I
I

$1,000

-.--- m -
} IIII I I
I II Illllll

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046




Breakdown of forecasted $815M of capital spend in 2027

$800M
$700M
$600M
$500M
$400M
$300M
$200M
$100M

SM

Capital Projects with Largest Forecasted 2027 Spend by Portfolio

\

)

Capacity Improvement (9%)
* Coal Creek Siphon & Trunk Parallel ($30M) — Mid-Construction
« Sammamish Plateau Diversion ($20M) — Preliminary Design




Millions

Revenue Requirement

mmmm Operating & Maintenance Expenses mmmmm Existing Debt Service mmmm New Debt Service Cash-Funded Capital
- — —Revenues at Existing Sewer Rate === Revenues with Proposed Increases === 2026 Rate Forecast
$3.000 2027 Rate: $70.65 |
| 32%--O0&M |
$2 500 | 37%--Existing Debt Service | $197
’ | 5%--New Debt Service | $187
| 25%--Cash-Funded Capital | .
$2,000 | —
| | a—
$1,500 :
$1,000 |
$500
$-

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046




Alternative Scenarios




Council Request scenario accepts higher additional risk of asset failure
and some financial risk, would shift costs out

Benefits: Forecast Balancing to 10.75% Rate Increase
Offers lower near-term rate increase relative to the Assumptions to balance to ceiling:
Draft WTD Proposal $2.5B ° Keep CSO and other near term regulatory
investments on current timeline

Defer Nutrient Reduction Optimization
$2.0B Further defer high risk Asset R&R projects
Further defer capacity projects

Asset Reliability and Safety Risk Further defer proactive seismic investments\\\\\\\\\\\

: : Further defer other County goals like Climate *\\

+ System Capacity Risk $1.58 O \\\\\\\

* Requires deferral of approximately $1.4B of & @&@k\\\\\\\\\\\\ \
T

planned investment out of the first decade

* Deferrals in this scenario would impact asset
replacement and capacity projects resulting in
increased likelihood of detrimental impacts such $.5B
as overflows, sinkholes, equipment damage,
permit violations, and life-safety risks

Implications & Risks:

$1.0B

$.0B
X ] 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
Regu latory Compllance Risk W Asset Management - Conveyance M Asset Management - Plants Capacity Improvement
* Meets existing regulatory milestones (uncertainty B Operational Enhancements H Planning & Administration Resource Recovery
remains around future nutrient requirements in .
H Regulatory Resiliency

operating permits)

Financial Risk

e Future Borrowing: introduces additional risk of
rating downgrades and higher cost of borrowing




Rate Impacts — Council Request

2026 Rate Forecast:

Adopted
| 2026
Rate Increase % 7.50%
Monthly Sewer Rate $62.66
Rate Increase $ $4.38
All-In Debt Service Coverage 1.48x

2027|
12.75%
$70.65
$7.99

1.47x

2028 |
12.75%
$79.66

$9.01
1.57x

2029)|
13.50%
$90.42
$10.76

1.50x

2030|
13.50%
$102.63
$12.21

1.47x

2031|
13.50%
$116.49
$13.86

1.57x

2032|
7.25%
$124.94
$8.45

1.50x

2033|
7.25%
$134.00
$9.06

1.57x

2034|
2.00%
$136.68
$2.68

1.55x

2035|
2.00%
$139.42
$2.74

1.53x

2036

2.00%
$142.21
$2.79

1.44x

2037|

2038

2046

Rate Increase %

Monthly Sewer Rate

Rate Increase $

All-In Debt Service Coverage

4.50%
$148 .61
$6.40

1.55x

4.50%
$155.30
$6.69

1.66x

4.50%
$162.29
$6.99

1.78x

1.75%
$165.14
$2.85

1.83x

1.75%
$168.03
$2.89

1.88x

1.75%
$170.98
$2.95

1.93x

0.50%
$171.84
$0.86

1.95x

0.50%
$172.70
$0.86

1.96x

2045|
0.50%
$173.57
$0.87

1.98x

2027 Council Request Rate Forecast:

Proposed

2027|

2028

Adopted
2026
Rate Increase % 7.50%
Monthly Sewer Rate $62.66
Rate Increase $ $4.38
All-In Debt Service Coverage 1.62x

10.75%
$69.40
$6.74

1.58x

10.75%
$76.87
$7.47

1.68x

10.75%
$85.14
$8.27

1.60x

12.75%

$96.00

$10.86
1.54x

12.75%

$108.24

$12.24
1.57x

10.00%

$119.07

$10.83
1.62x

10.00%

$130.98

$11.91
1.56x

5.75%

$138.52

$7.54
1.57x

2035
5.75%

$146.49

$7.97
1.59x

2036
1.25%
$148.33
$1.84

1.56x

Rate Increase %

Monthly Sewer Rate

Rate Increase $

All-In Debt Service Coverage

2037|
1.25%
$150.19
$1.86
1.51x

2038|
5.25%

$158.08

$7.89
1.54x

5.25%

$166.38

$8.30
1.59x

5.25%

$175.12

$8.74
1.60x

3.25%

$180.82

$5.70
1.59x

3.25%

$186.70

$5.88
1.63x

3.25%

$192.77

$6.07
1.64x

1.50%

$195.67

$2.90
1.66x

2045|
150%
$198.61
$2.94

1.68x

2046
1.00%
$200.60
$1.99

1.68x




Theoretical Regulatory Deadline Extension

Disclaimer
* Regulatory deadline extension scenario is illustrative only

* Successful negotiations with state and federal regulators would
be needed to implement a scenario like the Regulatory deadline
extension

* Potential penalties for violating consent decree include:
* increased future borrowing costs
* civil contempt sanctions
* injunctive relief
* criminal contempt proceedings

* WTD has not yet determined order/timing of projects that would
best fit environmental quality and financial sustainability




Theoretical Regulatory Deadline Extension adds
compliance and financial risk, assumes successful
renegotiation of regulatory requirements

Benefits:

Offers lower near-term rate increase relative to the
Draft WTD Proposal

Implications & Risks:

Asset Reliability and Safety Risk &
System Capacity Risk

Risk and implications remain the same for this
criteria as the WTD Proposed scenario
Capacity upgrade projects remain on same
timeline as Current State scenario, posing
moderate risk

Regulatory Compliance and Financial
Risk

Regulatory compliance projects are no longer
assumed to meet established deadlines
Additional risks include:

future borrowing costs

civil contempt sanctions

injunctive relief

criminal contempt proceedings.

Regulatory Deadline Extension Scenario: 20-year Forecast by

Portfolio Category

With Illustrative CSO Completion Milestones

$2.5B

$2.0B

$1.5B

$1.0B

H Asset Management - Conveyance Asset Management - Plants Capacity Improvement
M Operational Enhancements M Planning & Administration Resource Recovery
B Regulatory Resiliency




Rate Impacts — Theoretical Regulatory Deadline Extension

2026 Rate Forecast:

Adopted

| 2026 2027| 2028| 2029 2030| 2031| 2032| 2033| 2034| 2035| 2036
Rate Increase % 750%  1275%  1275%  1350%  1350%  1350% 7.25% 7.25% 2.00% 2.00% 2.00%
Monthly Sewer Rate $62.66 $70.65 $79.66 $9042  $10263  $11649  $12494  $13400  $13668  $13942  $14221
Rate Increase $ $4.38 $7.99 $9.01 $10.76 $12.21 $13.86 $8.45 $9.06 $2.68 $2.74 $2.79
All-In Debt Service Coverage 1.48x 147X 1.97x 1.50x 1.47x 1.57x 1.99x 1.57x 1.55x 1.53x 1.44x

2037| 2038| 2039)| 2040| 2041| 2042| 2043| 2044| 2045|
Rate Increase % 4.50% 4.50% 4.50% 1.75% 1.75% 1.75% 050% 0.50% 050%
Monthly Sewer Rate $14861  $15530  $162.29  $165.14  $168.03  $17098  $171.84  $17270  $17357
Rate Increase $ $6.40 $6.69 $6.99 $2.85 $2.89 $2.95 $0.86 $0.86 $0.87
All-In Debt Service Coverage 1.55x 1.66x 1.78x 1.83x 1.88x 1.93x 1.95x 1.96x 1.98x
2027 Theoretical Regulatory Deadline Extension Rate Forecast:
Adopted Proposed

| 2026 2027| 2028 2029 2030| 2031| 2032| 2033 2034| 2035 2036
Rate Increase % 7.50% 9.75% 9.75% 975%  1150%  1150%  11.50% 8.75% 8.75% 4.00% 4.00%
Monthly Sewer Rate $62.66 $68.77 $75.48 $82.84 $92.37  $103.00  $114.85  $12490  $13583  $14127  $146.93
Rate Increase $ $4.38 $6.11 $6.71 $7.36 $9.53 $10.63 $11.85 $10.05 $10.93 $5.44 $5.66
All-In Debt Service Coverage 1.62x 1.58x 1.69x 1.64x 1.57x 1.57x 1.63x 1 54x 1.60x 1.59x 157x

2037| 2038 2039 2040| 2041 2042 2043| 2044| 2045|

Rate Increase % 6.25% 6.25% 3.75% 3.75% 3.75% 3.75% 2.00% 2.00% 2.00% 1.00%
Monthly Sewer Rate $156.12  $165.88  $172.11  $17857  $18527  $19222  $196.07  $200.00  $204.00  $206.04
Rate Increase $ $9.19 $9.76 $6.23 $6.46 $6.70 $6.95 $3.85 $3.93 $4.00 $2.04
All-In Debt Service Coverage 1.55x 1.57x 1.59x 1.58x 1.58x 1.61x 1.59x 1.63x 1.66x 1.66x




Scenario Rate Paths (Next 5 Years)

$130
$120 / $116 — 2026 Rate Forecast
/ $113 — Draft WTD Proposal
$110 7
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- Council Request
ys q
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Scenario Rate Paths (20-Years)
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$201
$197

——Theoretical Regulatory Deadline
Extension
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Draft WTD Proposal

- 2026 Rate Forecast




Capacity Charge

Capacity Charge

Monthly Charge

Increase %

Increase $

Annual Total

Total Payments (15 years)
Upfront Payment*

Adopted

2026
$77.99
2.50%
$1.90
$936
$14,038

$9,870

Proposed

2027
$83.10
6.55%
$5.11
$997
$14,958
$10,516

2028
$85.86
3.32%
$2.76
$1,030
$15,455
$10,865

Forecast

2029 2030
$88.71 $91.65
3.32% 3.31%
$2.85 $2.94
$1,065 $1,100
$15,968  $16,497
$11,226  $11,598

2031
$94.69
3.32%
$3.04
$1,136
$17,044
$11,983

*Discount Rate of 5.14%

* WTD'’s rate consultant (Raftelis) recalculated the capacity charge based on
industry standard methodology for 2027

* Broadly in line with previous charge

* Propose indexing capacity charge to Construction Cost Index (CCl)

* Will update after RWSP process results in new capital plans




Capacity Charge Additional Info

Goals of the capacity charge update study:

* Develop a more transparent and predictable calculation that is consistent with common industry practices
* Based on the value of system assets (existing and future)

* Existing and future capacity will determine costs per Residential Customer Equivalent (RCE)

* Transition to a new methodology that accounts for current system investments and capacity, and future
expanded capacity and investments

The recommended approach is the Combined Methodology (average cost approach)

* The Combined Approach uses the total costs to serve current and future system RCEs
System Buy-in + Incremental Cost

* Existing assets have capacity to serve new customers
* Recognizes additional growth-related facilities in capital improvement plan

* Reflects the infrastructure and customers served currently and through 2060




Cost Management

e [mproved transparency, cost containment initiative, overhead
reductions

e Implement proviso and motion requirements (Increased reporting, third
party oversight, etc.)

e Continue to pursue lower interest financing (SRF, WIFIA, etc.)

Affordability

e Define and measure affordability
e RWSP update process
 Nutrient Reduction Financial Capability Analysis
e Work with National Association of Clean Water Agencies
e | ow-lIncome Household Water Assistance Program, WIFIA protection
e Capacity charge payment plan program and low-income assistance



Summary and Next Steps

* Draft WTD rate proposal and forecast prioritizes regulatory
compliance, limits rate increase forecast through 2034

* Alternative scenarios that shift project timing have modest value
* Risk of equipment or facility failure, and/or risk of compliance, increases if
further defer asset renewal/replacement and capacity projects

* Review CSO consent decree, NPDES permit, anticipated nutrient
regulations, and pursue negotiations with regulators

* Next Steps
* March 25- MWPAAC GEN
* April1-RWQC
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2026/27 Adopted Operating Budget

2026-2027 2026
. 2026 Adopted 2027 Adopted
WTD Section Adopted Adopted
Budget Budget

Budget FTEs
Director's Office $ 8,259,167 | $ 8,447,220 | $ 16,706,387 41
Environmental & Community Svcs 13,639,911 13,631,669 27,271,580 104
Finance & Administration 6,412,136 6,603,284 13,015,420 60
Central Services 55,178,035 58,195,190 113,373,225 -
Operations 134,800,881 134,652,454 269,453,335 398
Resource Recovery 18,647,667 18,781,671 37,429,338 36
Project Planning & Delivery 12,362,377 13,061,283 25,423,660 376
Total Adopted $ 249,300,174 | $ 253,372,771 | $502,672,945 1,015




2026/27 Adopted 6-Year CIP

Portfolio Category

'26/27

'28/29

'30/31

Total CIP 26-31

Regulatory
Asset Mgt Plants

Capacity Improvements
Asset Mgt Conveyance

Resiliency
Planning/Admin

Op Enhancements
Resource Recovery

$519,053,956
$464,062,622
$207,543,493
$168,390,918
$97,910,558
$37,206,725
$37,200,296
$24,289,047

$873,478,843
$414,239,488
$456,332,002
$105,022,071
$68,496,456
$37,968,106
$25,442,645
$9,854,288

$1,284,957,387

$460,784,370
$181,485,622
$71,380,901

$41,452,522
$26,199,375
$26,986,250
$11,845,002

$2,677,490,187

$1,339,086,480
$845,361,117
$344,793,890
$207,859,535
$101,374,206
$89,629,191
$45,988,337

Grand Total

$1,555,657,614

$1,990,833,899

$2,105,091,430

$5,651,582,944




Capital Scenario Summary Risk Definitions

=Minimal impact on risk = Moderate impact on risk = Substantial impact on risk

Area of Risk Full Description

Asset Reliability and Safety
Risk

System Capacity Risk

Regulatory Compliance
Risk

Assesses how well the scenario reduces the likelihood of failure in aging or deteriorating
assets. Scenarios with a green checkmark fund the replacement of assets that have already
been identified as needing immediate renewal due to their current age or condition. Scenarios
with a red X delay these replacements, which significantly increases the chance that an asset
will fail before it can be renewed.

Evaluates how proactively the scenario invests in addressing projected capacity constraints
in the conveyance system and treatment plants. Scenarios with a green check follow the
recommendations of WTD subject matter experts, using flow and loading projections and
existing policy to guide capacity investments. Scenarios with a red X postpone these
investments, which increases the risk of overflows, process upsets, and building moratoria
caused by insufficient capacity.

Measures how well the scenario supports completion of projects required under current
regulatory orders (Combined Sewer Overflow Consent Decree, West Point NPDES permit,
Lower Duwamish River Consent Decree). Scenarios with a green check provide enough
funding to complete these projects as currently estimated within the timelines set by
regulators. Scenarios with a red X defer the work to a degree that would require renegotiating
regulatory deadlines. Because the Puget Sound Nutrient General Permit has been invalidated
and future requirements remain uncertain, evaluation of impacts from deferral of nutrient
related investments are excluded from this criterion.




Capital Scenario Summary Risk Definitions
(continued)

=Minimal impact on risk = Moderate impact on risk = Substantial impact on risk
Area of Risk Full Description
Financial Risk Assesses how the scenario impacts two categories of WTD’s financial health: 1) a sustainable

sewer rate path meaning sufficient revenues to support the capital improvement program (CIP)
with a monthly sewer rate for our local sewer agencies that was within the appetite or tolerance
of interested parties and elected officials to adopt, 2) borrowing capacity meaning how the
scenario would impact any of the components WTD is assessed against by rating agencies to
determine our debt ratings, which represent our credit worthiness, and have major impacts to
interest rates or the cost of borrowing and in turn can relieve or put additional pressure on the
sewer rate (preliminary analysis indicates a downgrade could cost WTD an additional $25M
annually in debt service).




Asset Management Portfolios by Level of Risk

Category

Rating

Risk Descriptions

Asset Management Portfolios (Plants &
Conveyance) by Relative Category Score Ratings

10

Unserviceable condition, extreme
consequence of failure, extreme
obsolescence (no spare parts
available)

Very poor condition (within 2 years
of end of service life), very high
consequence of failure, high
obsolescence

Poor condition (not reliably
meeting designed functionality),
moderate consequence of failure
(essential importance to the
system)

Fair condition, low consequence
of failure, moderate obsolescence

$600M

$500M

$400M

$300M

$200M

$100M

$M
2026 2027

2028 2029 2030 2031

2032 2033 2034 2035 2036




Capacity Improvement Portfolio by Level of Risk

Category Risk Descriptions Capacity Improvement Portfolio by Relative

Rating Category Score Ratings

10 Addresses capacity need with a current
Level-of-Service (LOS) of 2 years or less, sa00M
capacity exceeded before forecasted project
end date $350M

> 8 Addresses capacity need with a forecasted
LOS of 2 years or less in the next 10 years,
forecasted exceedance of capacity within 2
years of project completion

$300M

$250M

=6 Addresses capacity need with a current LOS $200M
of 2-5 years, forecasted exceedance of

capacity 2-5 years after project completion P150m

=>4 Moderate capacity needs with a forecasted $100M
LOS of 5-15 years, forecasted exceedance of
capacity 5-15 years after project completion

S$50M

SM
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

=2 Low capacity needs with a forecasted LOS of
15-20 years, forecasted exceedance of
capacity 15-20 years after project completion
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