2 King County 1200 King County

Courthouse
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Seattle, WA 98104

King County Meeting Agenda

Regional Water Quality Committee

Councilmembers:
Claudia Balducci, Chair
Reagan Dunn
Alternate:

Sound Cities Association: Vice Chair, Laura Mork, Shoreline;
Conrad Lee, Bellevue; Jessica Rossman, Medina;
Sarah Moore, Burien

Alternates: Penny Sweet, Kirkland; Yolanda Trout Manuel, Auburn
Sewer/Water Districts: Chuck Clarke, Woodinville Water District; Lloyd Warren, Sammamish Plateau Water
District

Alternate: Ryika Hooshangi, Sammamish Plateau Water

City of Seattle: Joy Hollingsworth, Robert Kettle
Alternate: Rob Saka

Lead Staff: Jenny Giambattista (206-477-0879)
Committee Clerk: Marka Steadman (206-477-0887)

3:00 PM Wednesday, May 7, 2025 Hybrid Meeting

Hybrid Meetings: Attend the King County Council committee meetings in person in Council
Chambers (Room 1001), 516 3rd Avenue in Seattle, or through remote access. Details on how
to attend and/or to provide comment remotely are listed below.

Pursuant to K.C.C. 1.24.035 A. and F., this meeting is also noticed as a meeting of the
Metropolitan King County Council, whose agenda is limited to the committee business. In this
meeting only the rules and procedures applicable to committees apply and not those
applicable to full council meetings.

HOW TO PROVIDE PUBLIC COMMENT: The Regional Water Quality Committee values
community input and looks forward to hearing from you on agenda items.

Sign language and interpreter services can be arranged given sufficient notice (206-848-0355).
TTY Mumber - TTY 711.
Council Chambers is equipped with a hearing loop, which provides a wireless signal that is picked up
‘ \ by a hearing aid when it is set to 'T' [Telecoil) setting,

King County Page 1 Printed on 4/24/2025

RWQC Meeting Materials Page 1 May 7, 2025



Regional Water Quality Committee Meeting Agenda May 7, 2025

The Committee will accept public comment on items on today’s agenda in writing. You may do
so by submitting your written comments to kcccomitt@kingcounty.gov. If your comments are
submitted before 2:00 p.m. on the day of the meeting, your comments will be distributed to the
committee members and appropriate staff prior to the meeting.

HOW TO WATCH/LISTEN TO THE MEETING REMOTELY: There are three ways to watch or
listen to the meeting:

1) Stream online via this link: www.kingcounty.gov/kctv, or input the link web address into
your web browser.

2) Watch King County TV on Comcast Channel 22 and 322(HD) and Astound Broadband
Channels 22 and 711(HD).

3) Listen to the meeting by telephone.

Dial: 1253 215 8782
Webinar ID: 827 1536 1574

To help us manage the meeting, please use the Livestream or King County TV options listed
above, if possible, to watch or listen to the meeting.

1. Call to Order
To show a POF of the written maternials for an I
agenda item, click on the agenda item below.

2. Roll Call : :

3. Approval of Minutes

April 2, 2025 meeting P. 4

4. Chair's Report

5. MWPAAC Report

6. Wastewater Treatment Division (WTD) Report

Sign language and interpreter services can be arranged given sufficient notice (206-848-0355).
TTY Mumber - TTY 711.
Council Chambers is equipped with a hearing loop, which provides a wireless signal that is picked up
‘ \ by a hearing aid when it is set to T' [Telecaoil) setting.
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Regional Water Quality Committee Meeting Agenda May 7, 2025

Briefing

10.

1.

Briefing No. 2025-B0063 p. 7

Executive’s Proposed 2026 Sewer Rate and Capacity Charge

Jenny Giambattista, Council staff

Andy Micklow, Council staff

Kamuron Gurol, Director, Wastewater Treatment Division

Stan Hummel, CSO Delivery Unit Manager, Wastewater Treatment Division

Steve Tolzman, Mouth of the Duwamish Program Supervisor

Verna Bromley, Senior Deputy Prosecuting Attorney, Prosecuting Attorney's Office

Contingent upon submission

Briefing No. 2025-B0064 p. 115

Status Update on Long Term Financial and Sewer Rate Forecast Motion 16449

Courtney Black, Chief Financial Officer, Wastewater Treatment Division

Briefing No. 2025-B0042 p. 129
Regional Wastewater Services Plan: Briefing on Emerging Options for the Vision for Clean Water
Darren Greve, Government Relations, Wastewater Treatment Division

Janice Johnson, Regional Wastewater Services Plan Update Project Manager, Wastewater Treatment
Division

Briefing No. 2025-B0065 p. 147

Voluntary PFAS Testing in King County’s Wastewater and Landfill

Erika Kinno, Resource Recovery Policy & Research Supervisor, Wastewater Treatment Division

Briefing No. 2025-B0005 p. 168

Discussion of 2025 Regional Water Quality Committee Work Program

Jenny Giambattista, Council staff

Other Business

Adjourn

ment

Sign language and interpreter services can be arranged given sufficient notice (206-848-0355).
TTY Mumber - TTY 711.
Council Chambers is equipped with a hearing loop, which provides a wireless signal that is picked up
by a hearing aid when it is set to T' [Telecaoil) setting.
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King County Meeting Minutes
Regional Water Quality Committee
Councilmembers:

Claudia Balducci, Chair
Reagan Dunn
Alternate:

Sound Cities Association: Vice Chair, Laura Mork, Shoreline;
Conrad Lee, Bellevue; Jessica Rossman, Medina;
Sarah Moore, Burien

Alternates: Penny Sweet, Kirkland; Yolanda Trout Manuel,
Auburn

Sewer/Water Districts: Chuck Clarke, Woodinville Water
District; Lloyd Warren, Sammamish Plateau Water District
Alternate: Ryika Hooshangi, Sammamish Plateau Water

City of Seattle: Joy Hollingsworth, Robert Kettle
Alternate: Rob Saka

Lead Staff: Jenny Giambattista (206-477-0879)
Committee Clerk: Marka Steadman (206-477-0887)

3:00 PM Wednesday, April 2, 2025 Hybrid Meeting

DRAFT MINUTES

1. Call to Order

Chair Balducci called the meeting to order at 3:01 p.m.

2. Roll Call

Present: 12 - Balducci, Clarke, Dunn, Lee, Mork, Moore, Warren, Hollingsworth, Kettle,
Sweet, Hooshangi and Trout-Manuel

Excused: 1- Rossman

3. Approval of Minutes

Commissioner Warren moved approval of the March 5, 2025, meeting minutes. There
being no objections, the minutes were approved.

4, Chair's Report

Chair Balducci thanked the Wastewater Treatment Division for hosting the tour at the
Georgetown Wet Weather facility, noted the upcoming West Point tour on May 30th
and provided an overview of the meeting topics.
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Regional Water Quality Committee Meeting Minutes April 2, 2025

5. MWPAAC Report

John McClellan, Chair, MWPAAC, provided an overview of the MWPAAC letter to the
County Executive regarding proposed sewer rates.

6. Wastewater Treatment Division (WTD) Report

Kamuron Gurol, Director, Wastewater Treatment Division, expressed appreciation to
the RWQC and MWPAAC for their input and engagement regarding sewer rates,
commented on work to increase transparency, a deep dive cost estimating session on
the Mouth of the Duwamish project and an extra session on the sewer rate
development process, WTD's presentation today, the status of work on motions,
impacts of the rate forecast, efforts to improve internal processes, bills in the state
legislature that are being monitored, a 12-month study on PFAS, developments on the
nutrients front, RWSP work towards clean water, approval of the consent decree for
the Lower Duwamish cleanup, staffing changes and answered questions from the
members.

Briefing

7. Briefing No. 2025-B0041

Wastewater Treatment Division’s 2026 Sewer Rate and Capacity Charge Recommendations and Status
Update on Long-Term Rate Forecast Motion 16449

Chair Balducci provided introductory comments. Jenny Giambattista, Council staff,
briefed the committee and answered questions from the members. Kamuron Gurol,
Director, Wastewater Treatment Division; Courtney Black, Financial Services Manager,
Wastewater Treatment Division; Crystal Fleet, Capital Program Manager, WTD; and
Stan Hummel, Unit Manager, CSO Delivery Unit; provided a PowerPoint presentation
and answered questions from the members.

This matter was Presented

8. Briefing No. 2025-B0042

Regional Wastewater Services Plan: Briefing on Emerging Options for the Vision for Clean Water

This matter was Deferred

9. Briefing No. 2025-B0005

Discussion of 2025 Regional Water Quality Committee Work Program

Chair Balducci commented on additions and changes to the committee's work
program.

This matter was Deferred
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Regional Water Quality Committee Meeting Minutes April 2, 2025

Other Business

There was no further business to come before the committee.

Adjournment

The meeting was adjourned at 5:14 p.m.

Approved this day of

Clerk's Signature
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ki
King County

Regional Water Quality Committee

STAFF REPORT

Agenda Item: v Name: Jgnny Giambattista and Andy
Micklow
Proposed No.: | 2025-B0063 Date: May 7, 2025
SUBJECT

Briefing on Proposed Ordinance 2025-0129 relating to rates and charges for sewage
treatment and disposal. The proposed ordinance would increase the monthly sewer rate
effective in 2026 to $62.66. The proposed ordinance would also set the monthly capacity
charge for new connections to the regional system occurring in 2026 at $77.99.

SUMMARY

The sewer rate is the Wastewater Treatment Division's (WTD) primary funding source.
The monthly sewer rate collected by the County goes to support all WTD expenses,
including operating costs, debt service, and capital expenses. Proposed Ordinance 2025-
0129 (Attachments 1-3) would increase the monthly sewer rate effective in 2026 by 7.5
percent from $58.28 to $62.66. This increase is 0.5 % higher than what was projected as
part of the forecast for the 2025 rate. The 2026 proposed sewer rate is projected to
generate $592 million in revenue in 2026.

The 2026 proposed sewer rate includes an extension of the sewer rate forecast to 20
years through 2045 and a revised approach to forecasting delivery constraints. The
proposed forecast shows larger increases in projected rates from 2027 through 2031
compared to the adopted 2026-2034 forecast. In 2027 and 2028, the annual rate increase
would be 12.75 percent, and from 2029 to 2031, the annual rate increase would be 13.50
percent. The second decade of the forecast shows annual increases ranging from 0.5
percent to 4.5 percent. WTD reports that this period of the forecast has significant
uncertainty.

The proposed ordinance would also set the capacity charge for new connections to the
regional system occurring in 2026 at $77.99 per Residential Customer Equivalent (RCE)
per month, a 2.5 percent increase over the 2025 monthly charge of $76.09. The capacity
charge is expected to generate approximately $105 million in revenue for 2026.

The schedule for Council consideration is listed below:

e Transmittal of Sewer Rate— April 24
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e Budget and Fiscal Management Committee—Discussion only May 28 and
Discussion/Possible Action —June 11

e Briefing only at RWQC—May 7 and June 4

e Council consideration/action—June 17 or 24 (as emergency), assuming action by
BFM on June 11

e Approval date requirement for sewer rate—June 30 (Prior to July 1)

RWQC was briefed on WTD's rate forecast on April 2, 2025 (Attachment 4), and at that
time directed staff to begin to draft a letter from RWQC to the King County Council on the
proposed rate. The initial draft letter is Attachment 9 to this staff report and is scheduled
for discussion at today's meeting. Additionally, WTD staff will provide additional
information (Attachment 5) on CSO Project costs over the last 5 years in the sewer rate
forecast, as well as the higher cost estimates for the Mouth of Duwamish mega-project
(Attachment 6).

Council staff analysis of Proposed Ordinance 2025-0129 is ongoing.

BACKGROUND

The regional wastewater system is almost entirely funded by the monthly sewer rate and
the capacity charge.

Monthly Sewer Rate Charged to Local Sewer Agencies. The sewer rate is WTD's
primary funding source. The monthly sewer rate collected by the County goes to support
all Wastewater Treatment Division (WTD) expenses, including operating costs, debt
service, and capital expenses. The sewer rate is charged by the County to the utilities
that deliver wastewater to the County for treatment and discharge. The monthly sewer
rate charged by WTD is a wholesale rate and is billed to local sewer agencies, not
ratepayers. The local utility providers, as direct service providers, set their own rates to
recoup the payments required by the County plus their own "local" cost of service. The
local agency sends the sewer customers the sewer utility bill.

Single-Family versus Volume-Based (Commercial, Multifamily, Industrial). Since the
formation of Metro, and as directed in King County Code and all 34 local sewer contracts,
King County has had a sewer rate structure that is based on two different classes of
customers: single-family and volume-based. The fee structure, as specified in code, and
contract relies on a billing unit referred to as "Residential Customer Equivalent (RCE)" to
charge the two customer classes and determine how costs are shared between the
classes. One RCE unit is 750 cubic feet of wastewater and represents the assumed
wastewater a single-family home would generate in a month based on flow data from
1989. Single-family homes are charged one RCE. Volume-based customers are
converted to an RCE unit by taking the monthly volume of water used by the customer
and dividing it by 750 cubic feet (cf) of wastewater (the "conversion factor"). This results
in a usage amount for volume-based customers reported in RCEs.?

T KCC 28.86.186 Financial Policy 15

2Industrial users pay an additional fee beyond the monthly sewer rate. These fees help the King County
Industrial Waste Program recover the costs associated with monitoring and administering the
pretreatment program.
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Using the Number of RCEs to Calculate the Monthly Rate. WTD estimates the total
number of RCEs for a given year and then divides the total projected amount of revenue
required (from sewer rates) by the number of RCEs to get the cost per RCE. King County
then charges local sewer agencies the monthly sewer rate for each RCE in their utility.

Allocating the Sewer Rate Cost Burden Between the Single-Family Sector and the
Commercial/Industrial/Multifamily Sector. The 2021-2022 Adopted Biennial Budget
Ordinance includes a proviso® requesting a study on the shift of the sewer rate cost
burden to the single-family sector from the commercial/industrial/multifamily sector. The
report, Sewer Rate Cost Structure?, concluded that since the water consumption
assumption for the single-family home is fixed at the 1989 level, the current rate
calculations likely attribute too much water flow to single-family residences, which due to
conservation efforts, have seen significant declines in water use over the years. As a
result, single-family residences likely end up with a disproportionate share of the total
cost. While the report does discuss updating the water consumption assumptions (RCE)
for single-family homes, any change to the RCE calculations would require changes to
the King County Code and amendments to each of the 34 local sewer contracts.

Historical Sewer Rate. Table 1 depicts the anticipated sewer rates through 2028.
Historically, rates have been structured effectively as biennial rates, with rate adjustments
in alternating years. In 2021, after engagement with cities and sewer districts through the
Metropolitan Pollution Abatement Advisory Committee (MWPAAC), the Executive
recommended annual rather than biennial adjustments to sewer rates.

3 Ordinance 19210, Section 112, Proviso P3
4 See Attachment A to Motion 16006 Sewer Cost Structure Report
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Table 1.
Sewer Rate (2009-2025 Actual; 2026 Proposed; 2027-2029 Projected)

Rate
Year(s) ($/RCE/ Month) % Increase
2009 $31.90 14.10%
2010 $31.90 0.00%
2011 $36.10 13.20%
2012 $36.10 0.00%
2013 $39.79 10.20%
2014 $39.79 0.00%
2015 $42.03 5.60%
2016 $42.03 0.00%
2017 $44.22 5.20%
2018 $44.22 0.00%
2019 $45.33 2.50%
2020 $45.33 0.00%
2021 $47.37 4.50%
2022 $49.27 4.00%
2023 $52.11 5.75%
2024 $55.11 5.75%
2025 $58.28 5.75%
2026 $62.66 7.50%
2027 $70.65 12.75%
2028 $79.66 12.75%
2029 $90.42 13.50%
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Capacity Charge Billed to New Customers by King County. Since 1990, a capacity
charge has been levied for new connections to the sewer system. The purpose of the
capacity charge is to ensure that new customers pay the "growth" costs of expanding the
wastewater system. The current version of the charge started with the Robinswood
Agreement® and the principle of "growth pays for growth."

County financial policies require new customers to pay their proportional share of these
costs. Financial Policy 15 states: "The capacity charge shall be set such that each new
customer shall pay an equal share of the costs of facilities allocated to new customers,
regardless of what year the customer connects to the system."

The capacity charge is a one-time development charge, much like a new development
fee or impact fee. However, state statute® does not allow the County to require up-front
payment of the capacity charge by the developer. Unless a developer voluntarily pays the
capacity charge, it becomes an additional cost that buyers will encounter when
purchasing properties with new sewer connections. It can be paid as a total payment up-
front with a discount or as a monthly charge amortized over 15 years. If a buyer purchases
property with an outstanding capacity charge, the new buyer becomes responsible for the
capacity charge payments. Unlike the wholesale sewer rate, the capacity charge is billed
directly to customers by King County.

Affordability Concerns with Capacity Charge. After hearing from many customers that the
capacity charge can be unaffordable and impacts the extensive affordable housing
challenges in King County, WTD initiated research to identify affordability challenges for
its capacity charge customers and evaluate possible mitigating strategies. In 2019, WTD
published a consultant report titled "Capacity Charge Affordability Analysis and Findings."

WTD implemented the following recommendations from this report:

1) Expanded payment plan opportunities for customers with temporary financial
hardship.

2) Equity payment plan: expanded property lien opportunities for customers with
ongoing inability to pay.

3) Expanding discounts for long-term covenanted affordable housing projects.

Recent Changes to the Capacity Charge Rate Structure. Since the early 1990s, the
County has established separate classifications of customers and charged those
customers based on an RCE calculation. In 2017, WTD initiated a study of the capacity
charge rate structure given the changes that are occurring in terms of types of
development and housing stock. The Metropolitan Water Pollution Abatement Advisory
Committee (MWPAAC) created a capacity charge rate structure workgroup to provide
technical expertise to the County on the rate study and make any recommendations to
WTD. A key recommendation of the workgroup was that capacity charge customer
classifications should bear a close relationship with the average persons per household
for each customer class.

51n 1998, the King County Executive and RWC held a retreat at the Robinswood Conference Center in
Bellevue, Washington to discuss funding the Regional Wastewater Services Plan. The points of the
agreement are collectively known as the “Robinswood Agreement.” The principle that “growth pays for
growth” is the cornerstone of the Robinswood Agreement.

6 RCW 35.58.570
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In January 2021, the King County Council adopted Ordinance 19153, which revised the
financial policies to restructure the capacity charge to align amounts charged according
to size and type of housing”’ as a proxy for the average number of persons accommodated
by the housing type. Commercial connections continue to pay based on the number of
fixtures®, and discounts continue for low-income housing. These changes did not impact
the methodology used to determine the total costs of growth.

Update to Projected Customer Numbers and Projected Capital Costs. The Regional
Wastewater Services Plan (RWSP), which covers the period of 2003 through 2030, is the
comprehensive plan for regional wastewater services and serves as the basis for
projecting the number of customers, capital projects needed for capacity, and financial
assumptions for the capacity charge. K.C.C. 28.86.160 requires an update of customer
numbers and projected capital costs used to calculate the capacity charge every three
years. The last update occurred in 2024 and covers the capacity charge calculations for
2025 and 2026. WTD reports that the required capacity charge update will not be possible
after 2030 without an updated RWSP because the capacity charge methodology in code
is tied to the life of the RWSP, which currently extends through 2030.° WTD reports that
an updated methodology is anticipated to be in place ahead of the next three-year update
cycle.

Improving the Capacity Charge Methodology for Determining "Growth Pays for Growth."
The policies to determine how growth costs should be determined and allocated are in
King County Code (K.C.C. 28.86.160(C) FP-15(4)). Here's how it works at the simplest
level:

1. Growth-related costs are identified.
2. Monthly sewer rate revenue from "new customers" is calculated.
3. The capacity charge is set to cover any shortfall.

A 2016 Auditor's report'® found that the model that calculates the annual amount of the
capacity charge is highly complex, not transparent, not independently verifiable, and
susceptible to errors. Furthermore, the audit found that some of the financial policies
related to the capacity charge need clarification. The Executive concurred with almost all
the audit findings and recommendations and noted that the desire for a simpler capacity
charge approach is a long-held goal of WTD.

In 2020, WTD engaged a consultant to develop a new model approach to the capacity
charge methodology that is simpler and reflects current industry standards. It was
previously anticipated that after review by MWPAAC, this work would be presented to
RWQC in early 2025. Any changes to the capacity charge financial policies would have
to be approved by the King County Council. Council staff have asked for an update from

" The RCEs assigned to single-family homes is based on size: small (<1,500 sq. ft. = 0.81 RCE), medium
(1,500 — 2,999 sq. ft.= 1 RCE), and large (>3,000 sq. ft. = 1.16 RCE). Multi-family structures are billed by
unit at 0.81 RCEs for two to four units and 0.64 RCEs for five or more units. Commercial structures are
billed based on fixture counts and/or flows.

8 The commercial capacity charge structure also has an add-on category for non-fixture unit estimated
flows where applicable to add the fixture unit RCE calculation.

9 See Subsection 3.a. of Financial Policy 15 in 28.86.160C.3(a)

0 Wastewater Capacity Charge: Unclear Whether Growth Is Paying for Growth
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WTD on this effort. present the proposal to RWQC and draft policies to amend code
accordingly.

Required Information. The financial policies listed below specify the contextual
information that is to accompany the rate transmittal. WTD has prepared a technical
memo with the required information that provides detailed information on the revenues,
expenditures, debt service, operations, and capital programs that inform the rate.
Additionally, as required by Motion 16434, beginning with the 2025 sewer rate forecast,
the technical memorandum submitted with the annual sewer rate needs to identify the
cost of activities WTD has undertaken and plans to undertake to address contaminants.

FP-16: The executive shall prepare and submit to the council a report in support of the
proposed monthly sewer rates for the next year, including the following information:

Key assumptions: key financial assumptions such as inflation, bond interest rates,
investment income, size and timing of bond issues, and the considerations underlying
the projection of future growth in residential customer equivalents.

Significant financial projections: all key projections, including the annual projection of
operating and capital costs, debt service coverage, cash balances, revenue
requirements, revenue projections and a discussion of significant factors that impact
the degree of uncertainty associated with the projections.

Historical data: a discussion of the accuracy of the projections of costs and revenues
from previous recent budgets, and

Policy options: calculations or analyses, or both, of the effect of certain policy options
on the overall revenue requirement. These options should include alternative capital
program accomplishment percentages (including a ninety percent, a ninety-five
percent, and a one hundred percent accomplishment rate), and the rate shall be
selected that most accurately matches historical performance in accomplishing the
capital program and that shall not negatively impair the bond rating.

Recent RWQC and Council Legislation Related to Sewer Rate and Capacity Charge.
Motion 16410 Long-term Capital Forecast. The motion requests WTD research and
identify methodologies to forecast the long-term costs of its capital improvement needs.

The following are the key provisions of Motion 16410:

e |t specifies that the forecast should include, but not be limited to the following
capital improvement categories: asset management; capacity improvements
including projects for population growth and those projects addressing infiltration
and inflow; and known and potential regulatory requirements

e The recommended methodologies should allow for forecast periods of up to 75
years.

e The methodology should also allow for changes in various assumptions including
growth capacity and known and projected regulatory requirements such that
forecast scenarios can be compared using different assumptions.
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Motion 16410 encouraged WTD to engage an outside expert and consistent with the
motion WTD engaged Consor, a national engineering firm with previous knowledge of
WTD, and Raftelis, a nationally known firm specializing in providing financial and
management consulting expertise to local utilities. The completed report, Capital
Investment Forecasting Methodologies and Recommendations, appears to meet the
request set forth in Motion 16410.

Motion 16449 Long-term Rate forecast. In October 2023, the Council adopted Motion
16449 requesting WTD develop and maintain a long-term financial and sewer rate
forecast. The motion specifies that the forecast should be based on revenue requirements
needed for the operating and capital investment needs of the regional wastewater system
and allow for forecasting periods of up to 75 years. The motion requests a briefing in April
2025 on the progress in developing a long-term financial and sewer rate forecast. As
requested by the motion WTD will brief the Regional Water Quality Committee in July
2025 on the Division's long-term financial and sewer rate forecast.

RWQC Resolution 2024-01. In April 2024, RWQC adopted a resolution expressing
RWQC's interest in the sewer rate and capacity charge and requesting the Metropolitan
Water Pollution Abatement Advisory Committee continue performing a technical review
of the annual sewer rate and capacity charge.

In addition, the resolution states the RWQC may choose, upon its policy review of the
proposed annual sewer rate and capacity charge and the Metropolitan Pollution
Abatement Advisory Committee recommendations, to convey its policy recommendations
on the proposed sewer rate and capacity charge to the King County council.

Proposed Ordinance Transmitted. On April 24, 2025, the Executive transmitted the
2026 sewer rate and capacity charge as Proposed Ordinance 2025-0129. By contract
with partner cities and sewer districts, the County is to complete its consideration of the
sewer rate for the following year by July 1 of each year.

Metropolitan Water Pollution Abatement Advisory Committee Comments. The
Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC) advises the
King County Council and Executive on matters related to water pollution abatement. It
was created by state law (RCW 35.58.210) and consists of representatives from cities
and local sewer utilities that operate sewer systems within King County's sewer service
area. These cities and sewer utilities deliver their sewage to King County for treatment
and disposal.

Although MWPAAC does not have a formal role in approving the rate, MWPAAC closely
follows the rate development process each year and works closely with WTD on issues
related to the regional wastewater system and the sewer and capacity charge. As noted
in the attached letter (Attachment 8) to the King County Council from MWPAAC,
"MWPAAC acknowledges the need for a sewer rate increase in 2026; however, we have
not been given adequate time and information to responsibly understand the costs driving
the rates for 2026 and beyond."

The letter to the Council includes the following points for future discussion:
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e Third-party oversight for the capital program — engaging a consultant to provide
oversight of mega projects to provide greater transparency and understanding
ahead of major decisions, given the magnitude of WTD's proposed capital
spending over the next 10 years.

e Rate predictability for multiple years — committing to rates for a multi-year period
to allow for better long-term planning and stability for WTD and MWPAAC member
agencies.

e Long-term forecasting — continuing to refine long-term forecasts and early sharing
of project alternatives and costs to allow MWPAAC to understand the drivers and
provide early feedback.

e Deeper discussion on capital improvement program assumptions — having ample
time for MWPAAC to fully understand projects and their planning to understand
what contributes to the large cost buckets.

e Reuvisit regulatory timelines — encouraging WTD to pursue timeline extensions for
regulatory requirements in areas requiring significant investment to allow for a
more phased approach in implementing the required projects and to provide rate
relief to local agencies.

e Policy effects on rate growth — clarifying how RWSP policies drive capital
prioritization.

The letter concludes, "MWPAAC can support the proposed 2026 sewer rate; however,
we urge the Council to work with the Executive and WTD to make meaningful progress
on these issues summarized above before the next rate cycle begins."

ANALYSIS

Proposed Ordinance 2025-0129 (Attachment 1) would adopt the 2026 sewer rate and
capacity charge. Section 1 would set the 2026 sewer rate at $62.66 per month. This would
increase the monthly sewer rate by 7.5 percent from $58.28 in 2025. Section 2 would
update the monetary requirements for sewage disposal including administration,
operating, maintenance repair and replacement; establishment of maintenance and
necessary working capital reserves; and requirements of revenue bond resolutions.
Section 3 would set the capacity charge at $77.99 for sewer connections occurring
between and including January 1, 2026, and December 31, 2026. This would increase
the capacity charge by 2.5 percent from $76.09 in 2025.

Attachment 1A to Proposed Ordinance 2025-0129 is the Wastewater Treatment
Division's financial forecast through 2035. The financial forecast includes information on
actual, budgeted, proposed, and projected operating expenditures, capital expenditures,
revenue, and reserves management.

The transmittal also includes a technical memo that provides information on the revenues,
expenditures, debt service, operations, and capital programs that inform the rate
development process. Information on:

Operating Expenditures begins on page 10 of technical memo

Capital Improvement Program begins on page 12 of the technical memo
Reserves Management begins on page 23 of the technical memo
Revenue begins on page 25 of the technical memo
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Staff Analysis is on-going for Proposed Ordinance 2025-0129. The staff analysis will
address:

e Capital expenditure forecast including increasing costs and changes to the
forecast methodology used to develop a capital expenditure forecast.

Cash funding and debt

Rate "smoothing"

Operating expenditures

Capacity charge

Debt service coverage

RWQC letter to King County Council. RWQC was briefed on WTD's rate forecast on
April 2, 2025, and at that time directed staff to begin to draft a letter from RWQC to the
King County Council on the proposed rate. Council staff compiled comments RWQC
members and with the assistance of staff from other members, drafted Attachment 9 to
this staff report.

The letter offers recommendations on the following topics:

Approach for 2027 Rate Development

Regulatory strategy

Independent capital oversight

Early visibility and transparency on large project planning.
Rate predictability for multiple years.

Long-term forecasting

Continued focus and timeliness on RWSP Update.

INVITED

e Kamuron Gurol, Director, Wastewater Treatment Division
e Courtney Black, Financial Services Manager, Wastewater Treatment Division

ATTACHMENTS

Proposed Ordinance 2025-0129

Transmittal Letter

Fiscal Note

PowerPoint King County Wastewater Treatment Division 2026 Sewer Rate

Proposal to RWQC April 2, 2025

CSO Sewer Rate Forecast Evolution

Follow-up to 2026 Sewer Rate Presentation: Additional Information and

Alternative Analysis on Mouth of Duwamish CSO

7. Technical Memo Proposed 2026 Sewer Rate and Capacity Charge

8. Metropolitan Water Pollution Abatement Advisory Committee 2026 Rate
Recommendation Letter to Council

9. Draft letter from Regional Water Quality Committee to King County Council

N

oo
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11
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19

20

ATTACHMENT 1

KING COUNTY
m 1200 King County Courthouse
¢ 516 Third Avenue
. SI n atu re Re O rt Seattle, WA 98104
King County g P
Ordinance
Proposed No. 2025-0129.1 Sponsors

AN ORDINANCE relating to rates and charges for sewage
treatment and disposal; and amending Ordinance 12353,
Section 2, as amended, and K.C.C. 4A.670.100, Ordinance
18745, Section 2, as amended, and Ordinance 11398,
Section 1, as amended, and K.C.C. 28.84.055.

BE IT ORDAINED BY THE COUNCIL OF KING COUNTY:

SECTION 1. Ordinance 12353, Section 2, as amended, and K.C.C. 4A.670.100
are hereby amended to read as follows:

A. Having determined the monetary requirements for the disposal of sewage, the
council hereby adopts a ((2625)) 2026 sewer rate of ((fifty-eight)) sixty-two dollars and
((twenty-eight)) sixty-six cents per residential customer equivalent per month. Once a
sewer rate ordinance becomes effective, the clerk of the council is directed to deliver a
copy of that ordinance to each agency having an agreement for sewage disposal with King
County.

B. The King County council approves the application of Statement No. 62 of the
Governmental Accounting Standards Board (GASB-62) as it pertains to regulatory assets
and liabilities to treat pollution remediation obligations and RainWise Program
expenditures and strategic planning costs as regulatory assets, recovered ratably over the
life of the underlying financing, and to establish a rate stabilization reserve for the

purpose of leveling rates between years.
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37

38

39

40

41

42

Ordinance

C. Asrequired for GASB-62 application, amounts are to be placed in the rate
stabilization reserve from operating revenues and removed from the calculation of debt
service coverage. The reserve balance shall be an amount at least sufficient to maintain a
level sewer rate between ((2025)) 2026 and ((2026)) 2027, and shall be used solely for
the purposes of: maintaining the level sewer rate in ((2026)) 2027; and if additional
reserve balance is available, moderating future rate increases beyond ((2026)) 2027. The
estimated amount of the reserve, as shown in the financial forecast, Attachment A to
((ordinance-19447)) this ordinance, shall be revised in accordance with the ((2625

Annual-Budget)) 2026-2027 Biennial Budget Ordinance and financial plan. If the reserve

needs to be reduced to meet debt service coverage requirements for ((2624)) 2025, the
county executive shall notify the council of the change by providing an updated financial
plan.

SECTION 2. Ordinance 18745, Section 2, as amended, is hereby amended to
read as follows:

Monetary requirements for the disposal of sewage as defined by contract with the
component sewer agencies for the fiscal year beginning January 1, ((2025)) 2026, and
ending December 31, ((2025)) 2026. The council hereby determines the monetary
requirements for the disposal of sewage as follows:

Administration, operating, maintenance repair and replacement (net of other
income): (($98:885,775)) $123,844,438.

Establishment and maintenance of necessary working capital reserves:

(($159,207,572)) $107,549,086.
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44
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Ordinance

Requirements of revenue bond resolutions (not included in above items and net of
interest income): (($296;381:168)) $360,794,645.
TOTAL: (($548,474,514)) $592,188,168.
SECTION 3. Ordinance 11398, Section 1, as amended, and K.C.C. 28.84.055 are
hereby amended as follows:
A. The amount of the metropolitan sewage facility capacity charge adopted by
K.C.C. 28.84.050.0. that is charged monthly for fifteen years per residential customer or
residential customer equivalent shall be:
1. Seven dollars for sewer connections occurring between and including January
1, 1994, and December 31, 1997;
2. Ten dollars and fifty cents for sewer connections occurring between and
including January 1, 1998, and December 31, 2001;
3. Seventeen dollars and twenty cents for sewer connections occurring between
and including January 1, 2002, and December 31, 2002;
4. Seventeen dollars and sixty cents for sewer connections occurring between
and including January 1, 2003, and December 31, 2003;
5. Eighteen dollars for sewer connections occurring between and including
January 1, 2004, and December 31, 2004;
6. Thirty-four dollars and five cents for sewer connections occurring between
and including January 1, 2005, and December 31, 2006;
7. Forty-two dollars for sewer connections occurring between and including

January 1, 2007, and December 31, 2007;

RWQC Meeting Materials Page 19 May 7, 2025



65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

86

Ordinance

8. Forty-six dollars and twenty-five cents for sewer connections occurring
between and including January 1, 2008, and December 31, 2008;

9. Forty-seven dollars and sixty-four cents for sewer connections occurring
between and including January 1, 2009, and December 31, 2009;

10. Forty-nine dollars and seven cents for sewer connections occurring between
and including January 1, 2010, and December 31, 2010;

11. Fifty dollars and forty-five cents for sewer connections occurring between
and including January 1, 2011, and December 31, 2011;

12. Fifty-one dollars and ninety-five cents for sewer connections occurring
between and including January 1, 2012, and December 31, 2012;

13. Fifty-three dollars and fifty cents for sewer connections occurring between
and including January 1, 2013, and December 31, 2013;

14. Fifty-five dollars and thirty-five cents for sewer connections occurring
between and including January 1, 2014, and December 31, 2014;

15. Fifty-seven dollars for sewer connections occurring between and including
January 1, 2015, and December 31, 2015;

16. Fifty-eight dollars and seventy cents for sewer connections occurring
between and including January 1, 2016, and December 31, 2016;

17. Sixty dollars and eighty cents for sewer connections occurring between and
including January 1, 2017, and December 31, 2017;

18. Sixty-two dollars and sixty cents for sewer connections occurring between

and including January 1, 2018, and December 31, 2018;
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Ordinance

19. Sixty-four dollars and fifty cents for sewer connections occurring between
and including January 1, 2019, and December 31, 2019;

20. Sixty-six dollars and thirty-five cents for sewer connections occurring
between and including January 1, 2020, and December 31, 2020;

21. Sixty-eight dollars and thirty-four cents for sewer connections occurring
between and including January 1, 2021, and December 31, 2021;

22. Seventy dollars and thirty-nine cents for sewer connections occurring
between and including January 1, 2022, and December 31, 2022;

23. Seventy-two dollars and fifty cents for sewer connections occurring between
and including January 1, 2023, and December 31, 2023;

24. Seventy-four dollars and twenty-three cents for sewer connections occurring
between and including January 1, 2024, and December 31, 2024; ((and))

25. Seventy-six dollars and nine cents for sewer connections occurring between
and including January 1, 2025, and December 31, 2025; and

26. Seventy-seven dollars and ninety-nine cents for sewer connections occurring

between and including January 1, 2026, and December 31, 2026:

B.1. In accordance with adopted policy FP-15.3.d. in the Regional Wastewater
Services Plan, K.C.C. 28.86.160.C., it is the council's intent to base the capacity charge
upon the costs, customer growth and related financial assumptions used in the Regional
Wastewater Services Plan.

2. In accordance with adopted policy FP- 6 in the Regional Wastewater Services

Plan, K.C.C. 28.86.160.C., the council hereby approves the cash balance and reserves as
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112

Ordinance

contained in the attached financial plan for ((2825)) 2026, which is Attachment A to

((Ordinanee-19782)) this ordinance.

3. In accordance with adopted policy FP-15.3.c., King County shall pursue

changes in state legislation to enable the county to require payment of the capacity charge
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Ordinance

113  inasingle payment, while preserving the option for new ratepayers to finance the

114  capacity charge.

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

Girmay Zahilay, Chair
ATTEST:

Melani Pedroza, Clerk of the Council

APPROVED this day of ,

Shannon Braddock, County Executive

Attachments: A. Wastewater Treatment Division Financial Plan
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Wastewater Treatm Budget Rate Proposal Projected Projected Projected Projected Projected Projected Projected Projected Projected

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Operating Fi ial Forecast - 4611 ($'000)

Monthly Sewer Rate $55.11 $58.28 $62.66 $70.65 $79.66 $90.42 $102.63 $116.49 $124.94 $134.00 $136.68 $139.42

Rate Increase 5.75% 5.75% 7.50% 12.75% 12.75% 13.50% 13.50% 13.50% 7.25% 7.25% 2.00% 2.00%

Residential Customer Equivalents (RCEs) 774,178 780,874 787,568 792,492 797,424 802,365 807,315 812,274 817,241 822,217 827,202 832,196

Revenue
Sewer Rate* $ 514,634 §$ 546,112 § 592,188 §$ 671,875 $ 762,274 $ 870,598 $ 994,257 § 1,135,461 $ 1,225,273 § 1,322,125 $ 1,356,744 $ 1,392,297
Capacity Charge 101,469 98,149 104,960 111,668 117,122 121,924 126,634 131,421 135,314 138,247 140,689 144,577
Industrial Waste 10,206 10,258 10,310 10,362 10,415 10,468 10,522 10,575 10,629 10,684 10,738 10,793
Resource Recovery 10,680 9,509 6,584 6,782 6,985 7,195 7,410 7,633 7,862 8,098 8,341 8,591
OtherIncome 3,714 3,578 3,697 3,616 3,635 3,655 3,676 3,697 3,719 3,742 3,765 3,789
Investment Income 26,990 25,484 19,639 17,335 17,421 20,476 22,891 25,369 29,178 31,989 34,120 35,384
Use (Transfer to) Rate Stabilization Reserve - - - - - - - - - - - -

Total - Revenue $ 667,693 $ 693,090 $ 737,277 $ 821,637 $ 917,852 $ 1,034,317 $ 1,165,390 $ 1,314,156 $ 1,411,975 $ 1,514,885 $ 1,554,398 $ 1,595,431

Expenditures & Transfers
0&M Expenses $ (205,478) $ (227,606) $ (249,295) $ (267,664) $ (283,528) $ (299,973) $ (317,417) $ (333,056) $ (349,475) $ (366,713) $ (384,811) $ (403,813)
Existing Debt Service (260,856) (271,001) (287,706) (288,253) (260,877) (271,362) (290,154) (289,525) (260,530) (265,544) (235,871) (225,992)
New Debt Service - (11,363) (43,105) (88,669) (142,627) (217,321) (284,979) (334,152) (408,414) (465,354) (516,976) (550,610)
Debt Retirement/ Defeasance Use of Cash (15,897) (81,174) - - - - - - - - - -
Minimum Operating Reserve Contribution (3,247) (2,940) (2,169) (1,837) (1,586) (1,644) (1,744) (1,564) (1,642) (1,724) (1,810) (1,900)

Total - Expenditures & Transfers $ (485,478) $ (594,082) $ (582,275) $ (646,422) $ (688,619) $ (790,300) $ (894,295) $ (958,297) $ (1,020,061) $ (1,099,335) $ (1,139,468) $ (1,182,316)

Net Cash Flow $ 182,215 $ 99,008 $ 155,002 $ 175,215 $ 229,233 $ 244,017 $ 271,095 $ 355,859 $ 391,914 $ 415,550 $ 414,930 $ 413,116

Beginning Balance $ 2,520 $ 90,004 $ -8 - % -8 -8 - 8 -8 -8 -8 - % -
Net Cash Flow 182,215 99,008 155,002 175,215 229,233 244,017 271,095 355,859 391,914 415,550 414,930 413,116
Policy Cash-Funded Capital (Transfer to Capital Fund) (110,000) (189,012) (155,002) (175,215) (229,233) (244,017) (271,095) (355,859) (391,914) (415,550) (414,930) (413,116)

Ending Balance’ $ 74,735 $ -8 -8 - $ -8 -8 -8 - % -8 -8 - % -

Ending Reserve Balances
Water Quality Operating Liquidity Reserve $ 20,548 $ 22,761 $ 24,929 $ 26,766 $ 28,353 $ 29,997 $ 31,742 $ 33,306 $ 34,947 $ 36,671 $ 38,481 $ 40,381
Rate Stabilization Reserve Account $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250

Debt Service Coverage - Parity Bonds (Senior Lien) 3.22x 3.34x 2.81x 2.43x 2.49x 2.37x 2.15x 2.18x 2.18x 2.05x 1.93x 1.95x

Debt Service Coverage - All-In Debt Service 1.77x 1.65x 1.48x 1.47x 1.57x 1.50x 1.47x 1.57x 1.59x 1.57x 1.55x 1.53x

L Funding Forecast - 3611 & 3612 ($ '000)

Beginning Balance $ 119,476 $ 182,707 $ 189,012 $ 155,002 $ 175,215 §$ 229,233 $ 244,017 $ 271,095 $ 355,859 $ 391,914 $ 415,550 $ 414,930
WIFIA Proceeds 9,616 16,927 15,907 15,588 5,617 - - 284,000 - - - -
State Loan Proceeds 35,355 54,267 15,651 878 - - - - - - - -
Variable Rate Debt Proceeds - 154,157 17,445 106,670 82,713 134,317 171,043 157,514 155,110 163,190 145,345 146,539
Commercial Paper / Interim Financing 66,000 49,725 108,632 22,982 5,472 - - - - - - -
Retirement of Interim Financing - (35,620) (18,172) (18,548) (5,472) - - (175,000) - - - -
Net Bond Proceeds 192,081 40,085 366,884 574,698 720,610 975,346 817,037 660,849 702,699 692,807 642,895 378,788
Reserve Contribution/(Reauirement)® (34,239) - - - - - - - - - - -
Grants, Settlements, and Other 3,665 - - - - - - - - - - -
Capital Expenditures (312,597) (462,248) (695,360) (857,271) (984,155) (1,338,896) (1,232,097) (1,198,458) (1,213,668) (1,247,910) (1,203,790) (940,257)

Ending Balance Before Transfers $ 79,357 $ - $ - % - % - $ - - % - % - $ - 3 - % -
Year-end Transfers from Operating Fund 110,000 189,012 155,002 175,215 229,233 244,017 271,095 355,859 391,914 415,550 414,930 413,116

Ending Balance $ 189,357 $ 189,012 § 155,002 $ 175,215 $ 229,233 $ 244,017 $ 271,095 $ 355,859 $ 391,914 $ 415,550 §$ 414,930 $ 413,116

Ending Reserve Balances
Capital Liquidity Reserve 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000
Emergency Capital Reserve 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
Revenue Bonds Reserve Account 145,167 133,590 159,105 198,541 248,091 315,435 373,546 420,784 482,142 531,697 574,926 589,373
State Revolving Fund Reserve Account 219 219 176 133 133 133 68 - - - - -

| °Canital Liguidity Reserve increased from $5m to $40m in 2024

Note: Bond covenants are written to allow that in any given year, use of the Rates Stabilization Reserve can be recognized as revenue eligible for inclusion in the bond coverage calculation. In years that WTD contributes to this reserve, that portion of revenue is deducted from the revenue basis for calculating bond cover

Unit Converstion
1,000

Check
TRUE
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ATTACHMENT 2

m
King County
Shannon Braddock
King County Executive
401 Fifth Avenue, Suite 800
Seattle, WA 98104

206-296-9600 Fax 206-296-0194
TTY Relay: 711
www. kingcounty.gov

April 24, 2025

The Honorable Girmay Zahilay
Chair, King County Council
Room 1200
COURTHOUSE

Dear Councilmember Zahilay:

This letter transmits a proposed Ordinance that, if enacted, would set the 2026 monthly
wholesale sewer rate and capacity charge. The proposed Ordinance would increase the monthly
sewer rate by 7.5 percent, from $58.28 to $62.66, and increase the capacity charge by 2.5
percent, from $76.09 to $77.99. A technical memorandum enclosed with this letter provides
detailed information on the revenues, expenditures, debt service, operations, and capital
programs that inform the rate development process.

The 2026 sewer rate proposal expands the previous 10-year forecast to 20 years, as required by
Motion 16449; as prior forecasts projected to 10 years. This sewer rate also reflects the
completion of negotiations with the Washington State Department of Ecology, U.S.
Environmental Protection Agency, and the U.S. Department of Justice on a modified Consent
Decree for Combined Sewer Overflow (CSO) projects. While negotiations were under way,
previous financial forecasts assumed a completion date of 2040. The modified consent decree
sets the completion date at 2037, resulting in the University of Washington and Montlake CSO
control project schedules being moved forward, with funding required sooner in this year’s
forecast. Additionally, the largest project, the Mouth of the Duwamish CSO program, has made
progress toward a selected alternative with an updated cost estimate. The project cost estimate
at completion has increased from $1.9 billion to $3.4 billion due to refined program definition
and scope, market conditions and cost escalation, and improved cost validation and risk
management.

The Department of Natural Resources and Parks (DNRP) recognizes that cost increases due to
regulatory requirements and the current market conditions will have financial impacts on
ratepayers. To address this, DNRP will continue to utilize low-interest loans through the
Washington State Revolving Fund, Washington Public Works Trust Fund, and the federal
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The Honorable Girmay Zahilay
April 24, 2025
Page 2

Water Infrastructure Finance and Innovation Act. These loans are in addition to DNRP’s
prudent approach to cash funding and bond issuances to pay for the capital program. While
these financial options help reduce longer-term rate projections, DNRP will continue to explore
new sources and tools to lessen the financial burden on ratepayers.

From January to April 2025, DNRP staff held monthly rate discussions with and provided
briefings to the Metropolitan Water Pollution Abatement Advisory Committee (MWPAAC).
MWPAACs letter on the proposed sewer rate is enclosed. At the request of the Regional
Water Quality Committee (RWQC), DNRP’s Wastewater Treatment Division provided
information on the proposed rate and forecast for discussion at RWQC’s meetings in March
and April 2025.

Thank you for your consideration of this proposed Ordinance. This important legislation will
help King County residents by continuing to protect water quality in the region through the

maintenance and repair of the County’s wastewater assets.

If your staff have questions, please contact Kamuron Gurol, Division Director of the
Wastewater Treatment Division, Department of Natural Resources and Parks, at 206-549-1190.

7/

Sincerely,

for
Shannon Braddock
King County Executive
Enclosure
cc: King County Councilmembers

ATTN: Stephanie Cirkovich, Chief of Staff, King County Council
Melani Hay, Clerk of the Council
Karan Gill, Deputy Executive, Chief of Staff, Office of the Executive
Penny Lipsou, Council Relations Director, Office of the Executive
John Taylor, Director, Department of Natural Resources and Parks (DNRP)
Kamuron Gurol, Division Director, Wastewater Treatment Division, DNRP
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2026-2027 FISCAL NOTE ATTACHMENT 3

Ordinance/Motion: 2025-XXXX

Title: 2026 Sewer Rate and Capacity Charge Ordinance

Affected Agency and/or Agencies: Wastewater Treatment Division, Department of Natural Resources and Parks
Note Prepared By: Luke Slaughterbeck

Date Prepared: 3/12/2025

Note Reviewed By: Andrés Bas Moore Elena Davert, PSB

Date Reviewed: 3/12/2025 4/15/2025

Description of request:

This legislation increases the sewer rate 7.50 percent from $58.28 in 2025 to $62.66 in 2026. The capacity charge would
increase 2.5 percent from $76.09 to $77.99 for each residential customer equivalent for customers who connect in 2026.
The revenue impact for the capacity charges continues after 2031 due to the 15-year billing period. The capacity charge
for customers connecting in previous years remains at rates established for their year of connection.

Revenue to:

Agency Fund Code Revenue Source 2026-2027 2028-2029 2030-2031
Water Quality/WTD 4611 Customer Charges 83,047,948 84,084,939 85,125,581
Water Quality/WTD 4611 Capacity Charges 699,241 1,631,561 2,563,882

TOTAL 83,747,188 85,716,500 87,689,463

Expenditures from:
Agency Fund Code Department 2026-2027 2028-2029 2030-2031

Water Quality 4611 WTD 0 0 0

TOTAL 0 0 0

Expenditures by Categories

2026-2027 2028-2029 2030-2031

TOTAL 0 0 0
Does this legislation require a budget supplemental? No.

Notes and Assumptions: This legislation has no impact on any prior biennium. Revenue impacts were developed from
assumptions included in the financial plan submitted with this legislation.

Page 1
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ATTACHMENT 4

King County Wastewater Treatment Division
2026 Sewer Rate Proposal

Regional Water Quality Committee (RWQC)
April 2, 2025

W iinz Ceenty | Wastewater Treatment



Agenda

* Calendar

* Substantive Changes for 2026

* Capital Forecast - Focus on Cost Changes

* Funding Plan — Cash Funding and Debt Structuring
* Operations Forecast

* Rate Impacts

e Summary and Next Steps
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Calendar

MONTH ACTIVITIES

April 2—-RWQC - Briefing on WTD's 2026 sewer rate proposal

April April 3 and April 23 - MWPAAC considers and acts on rate recommendation letter to King County Council

Late April — King County Executive transmits 2026 sewer rate proposal to King County Council

May May 7 — RWQC - Briefing on the Executive’s 2026 sewer rate proposal

Budget and Fiscal Management Committee briefings on the Executive’s 2026 sewer rate proposal
June

Public hearing and action on the Executive’s 2026 sewer rate proposal by King County Council
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Substantive Changes for 2026

1. Extending forecast from 10 to 20 years

. Initiated in response to Council Motion 16449 (long-term financial and sewer rate forecast)
. Incorporated into sewer rate forecast, Motion response separate and in progress for July
milestones

2. CSO Consent Decree cost estimates and schedule - updated
. Mouth of the Duwamish (MDCSO) mega-project - higher cost estimates
. 2037 vs 2040 - moves costs to earlier in forecast period
3. Revised Approach to Forecasting Delivery Constraints
. Formerly Accomplishment Rate deferred costs outside of forecast period

. Alternatively, project costs are now individually sequenced within expected delivery
capacity constraints, and early years in the forecast are adjusted for schedule risk,
deferring a portion of the costs to later years

. $2.3 billion of project costs previously deferred outside the 10-year forecast period
are fully represented in the 20-year forecast period
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Long-Term Capital Forecasting Uncertainties (Motion 1 Findings)

Peer review findings - Raftelis/Consor Motion
16410 (“Motion 17) report:

 “Rates are typically only forecasted for 5 Long Term System Planning
years due to the uncertainties associated with 1

Capital Cost Forecast Uncertainty lllustration

long-term capital forecasting and future costs.” ’ Upper Confidence Limit /"

“Peers develop greater certainty for projects’
scopes and costs across the project categories
for the 5- to 10-year projected capital budgets.
Projects scopes and costs uncertainty
increases for capital forecasting beyond a
10-year period and appropriate qualifications
on the selected projects are provided.

Other than asset renewal/replacement, capital
cost estimates beyond 10 years “were noted
to be order of magnitude and subject to
large changes”

RWQC Meeting Materials
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Key Assumptions / Forecast Approach - Capital

1. Regulatory
« MDCSO with recent cost updates
* Conceptual projects to meet the CSO Long Term Control Plan through 2037
* Allowance for CSO supplemental compliance

* Nitrogen Reduction Planning, Nutrient Reduction Evaluation study, and near-term
optimization investments (first permit cycle)

* New for 2026: Proactive/multi-benefit investment to optimize nitrogen removal at South Plant
to stay within regulatory nitrogen limits (‘action levels’)

* Potential Other Regulatory Not Included At This Time:
* Other nutrient reduction that may be required in future permit cycles
 Contaminants of Emerging Concern (e.g., PFAS)

2. Asset Management Conveyance and Plants
* First decade: High risk asset replacement and renewal inventory (Tier 1)

* Highrisk asset replacement and renewal projects continue to be identified and added
as Asset Management and Portfolio Management processes continue to mature

« Second decade: Continues remaining current high-risk inventory, then transitions to
replacing assets at end of useful life, cost projected to year of replacement
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Key Assumptions / Forecast Approach - Capital

3. Capacity

* Planned conceptual projects; inflow and infiltration-driven projects deferred in 2024
sewer rate process are included in second decade

* Allowances for known capacity- limited treatment plant processes - conceptual projects
not yet defined

* New for 2026: Alternatives analysis and preliminary design to reduce the risk of sewer
backups and protect public health in the South Park neighborhood (~$5m)

4. Other Portfolio Categories (e.g., Resource Recovery, Op
Enhancements, etc.)
* Conceptual projects from the portfolio inventory, sequenced by relative priority
* Average historical spending with escalation to forecast year (second decade)
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MDCSO Cost Drivers

$2B Charter Estimate (2023) » Concept Design Alternatives Analysis Estimates

* Increased Design Flow Criteria
* Adjusted from 1-year to 1.5-year recurrence interval (2 in 3 years), requiring larger capacity infrastructure.

« WWTS and Storage Expansion
* Wet Weather Treatment Station (WWTS) increased from 190 MGD to 240 MGD, increasing treatment system costs.
* Onsite equalization storage expanded from 4 MG to 5 MG, adding construction and operational costs.

* Additional Storage
* Refined Chelan Scope - now includes a dedicated storage tank, increasing excavation, structural requirements, and system
integration to enhance flow management.
* Larger Site and Complex Conditions
* Expanded (2x) facility footprint requiring more land and site development.
* Available sites have challenging site conditions (contaminated soil, deep liquefiable soils) increasing mitigation, foundation,
and construction costs

* Other Factors: Estimates incorporating latest market conditions information and improved understanding of risks
and uncertainties.
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MDCSO - Escalation and Market Trends

* Construction materials typical for this
type of program increased on average 30-
40% from 2022-2024 (e.g., Steel,
Equipment, Concrete)

* Construction Labor Escalation —Wages
have increased on average 17-21% from
2022 t0 2025

e Other Market Conditions
e Concurrent Projects and Market
Capacity

 Labor Shortages for construction
workers and engineering for Wastewater
Projects

* Program and project initiatives (CWAs
and DBE) continue to pressure labor
availability and pricing
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Sources: US Bureau of Labor Statistics — Producer Price Indices,
Consumer Price Indices; Engineering News Record — Construction
Cost Index; Mortensen Construction Labor Price Index; Puget Sound
Regional Capital Improvement Plans — WSDOT, Sound Transit, City of
Seattle
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MDCSO Capital Forecasts Since 2021

Mouth of the Duwamish CSO
Sewer Rate Forecasts

$4,500M
Change from Previous: Change from Previous: Change from Previous: Change from Previous:
$4,000M MDCSO end date MDCSO size increase Moved forward MDCSO MDCSO sizing and cost
moved from 2036 to from 150 MGD to 190 Contingency update
$3,500M 2034 MGD
$3,000M
$2,500M
$ 2 > 0 0 0 M §?§///////////// ;?3
77 $573 M
R
L . G
$1,500M /ﬁ $1,323 M ?/ e,
S
B )
B )
$1,000M e
! e
e
B
B
$500M S
4////////%%//////§
A
$340 M $1,111 M $1,430 M $2,010M $3,374 M
$0OM
2022 Sewer Rate Proposal 2023 Sewer Rate Proposal 2024 Sewer Rate Proposal 2025 Sewer Rate Proposal 2026 Sewer Rate Proposal
Forecast Years: 2021 - 2031 Forecast Years: 2022 - 2032 Forecast Years: 2023 - 2033 Forecast Years: 2024 - 2034 Forecast Years: 2025 - 2035
B Amountin Forecast Period # Amount Outside Forecast Period
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CIP Assumptions and Forecast Comparison

Mouth of the Duwamish CSO

Additional Nitrogen Optimization Investments

Other Newly Identified Investments
Current Projects and Programs
Conceptual Projects Budgeted in 2025

Conceptual Projects

Forecast Deferred by Accomplishment Rate Approach

Allowances for long-term category projections

Total

Category Adopted 2025
Forecast
(‘24-°34)

Regulatory $1,980m

Regulatory -

AM and other categories -

All Categories 4,230m
All Categories 320m
All Categories 4,000m
-2,290m

All Categories -
$8,240m

2026 Prop. 2026 Prop.
First Decade | Second Decade
(‘25-°35) (‘36-’45)
$3,370m -
350m -
155m 250m
4,830m
370m
2,300m 4,800m
- 3,150m
$11,375m $8,200m

Note: All costs are escalated to the projected year of expenditure. The first two columns cover slightly different time periods and are not directly comparable. In the Adopted 2025
Forecast, costs deferred outside the 10-year forecast window are shown as a deduction. Increases are due to scope definition resulting in increased complexity and market factors.
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Current Capital Forecast vs. Adopted 2025 Plan

Capital Forecast Spending ($m)
2026 Rate Forecast mProjected Year End  m2025-2034 Rate Forecast ~m Capital Forecast Increases New Capital Spending

$1,600
First Decade (‘25-’35): $11.4 billion
$1 400 Second Decade (‘36-’45): $8.2 billion
’ 2025 Rate Forecast (‘24-’34): $8.2 billion

Significant uncertainty

v

I
|
I
$1,200 |
$1,000 l
I
$800 l
|
$600 |
| $997 1,05
$681
$200 $462 : $474 $549
$0 l

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 .
12
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20-Year Capital Forecast by Portfolio Category

$1,600

$1,400

Millions

$1,200

$1,000

$800

$600

$400

$200

m Asset Management - Plants m Asset Management - Conveyance ™ Regulatory (CSOs) Regulatory (Non-CSOQs)
Capacity Improvement Resiliency ® Resource Recovery B Operational Enhancements
m Planning & Administration m 2nd D - Asset Management - Total m2nd Decade - All Others

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
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Known Unknowns, e.g.:

Potential other nutrient removal costs past 15t permit
Contaminants of emerging concern

Other CSO cost updates

Security upgrades at WTD facilities

Significant uncertainty

2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
May 7, 2025
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Capital Funding Forecast

Cash-Funded Capital ® Bond Funded ®WIFIA Loans / Interim Financing ® State Revolving Fund Loans ® Grants, Setlements, and Other

51600 | 2025(77% leveraged) 2045 (60% leveraged)
5 Assets: $4.6bn Assets: $15.6bn
= g1400 | Debt Outstanding: $3.6bn Debt Outstanding: $9.3bn

Significant uncertainty

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

v

$200

$1.200
|
$1.000
|
$800 |
|
$600 |
|
$400 l |
|
|
|

10-Year Average Cash Funding: 28% (from 32% last year) Second Decade Average Cash Funding: 62%
- RWQC MeetingMateriats - Page 42 May 7,2025
*Higher cash funding in 2025 is the result of debt defeasance transaction postponeg from November 2024 to February 2025




Debt and Asset Balances Forecast

B Total Outstanding Debt Principal B Net Capital Assets =O=Debt-to-Asset Ratio
Million Debt-to-Asset
$18,000 90%
$16,000 . ® o O O O O O O . 80%
O
$14,000 70%
$12,000 60%
$10,000 50%
$8,000 40%
$6,000 30%
$4,000 20%
$2,000 10%
$0 0%

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2041 2042 2043 2044 2045

RWQC Meeting Materials Page 43 May 7, 2025




Key Assumptions / Forecast Approach - Operations

* Meaningfully address operational needs by growing resources over the next 5 years

* WTD facilities are aging, requiring attention to address hundreds of minor
repairs and adjustments each month.

* With a large capital portfolio, Operations staff are needed to participate in the
systems planning, design, construction, start-up, and commissioning
processes.

* Permit conditions are more complex, requiring more monitoring and adjustment to
meet water and air quality requirements.

* Contracts and policy goals require that we reliably recover and put to beneficial
usc-];cfbiosolids, biogas, recycled water, and sewer heat - all requiring Operations
staff.

* Jobs in Operations are opportunities to recruit, hire and train a next generation of
WTD staff, to better reflect the communities we serve.
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O&M Forecast vs. Adopted 2025 Plan

WTD Annual O&M ($ millions)
2025 Rate Forecast vs 2026 Prelim. Rate Forecast

$450

W 2025-2034 Rate Forecast New Year of Estimated O&M O&M Increases

$400
$350

$300

s11 $10

$250
$200 $404
$150
$100

$50

S0
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
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Revenue Requirement

mmmm Operating & Maintenance Expenses s Existing Debt Service mmmm New Debt Service
Cash-Funded Capital - = =Revenues at Existing Sewer Rate — Revenues with Proposed Increases
$174
5 $165 |
= $2,000 I

$139/

$1.500 I

$103 |

|

$1.000 |
- 1 BB

|

$500 |

|

|

;. |

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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Sewer Rate Forecast

Adopted 2025 Rate and 2026-2034 Forecast:

| 2025| 2026
Rate Increase % 5.75% 7.00% 7.00% 7.00% 8.25% 8.25% 8.25% 9.25% 9.25% 9.25%
Monthly Sewer Rate $58.28 $62.36 $66.73 $71.41 $77.31 $83.69 $90.60 $98.99 $108.15 $118.16

All-In Debt Service Coverage 1.74x 1.68x 1.59x 1.69x 1.60x 1.49x 1.48x 1.53x

1.52x 1.63x

Proposed 2026 Rate and 2027-2045 Forecast:

2025  2026]  2027|  2028]  2029] 2030
Rate Increase % 5.75% 7.50%

12.75%  12.75%  1350%  13.50%  13.50% 1.25% 7.25% 2.00% 2.00%
Monthly Sewer Rate $58.28 $62.66 $70.65 $79.66 $90.42  $10263 $116.49 $12494  $134.00 $136.68 $139.42
All-In Debt Service Coverage 1.65x 1.48x 1.47x 1.57x 1.50x 1.47x 1.57x 1.59x 1.57x 1.55x 1.53x

2041| 2042| 2043 2044| 2045

2031  2032]  2033]  2034] 2035

2035| 2036 2037| 2038)| 2039 2040|

Rate Increase %

2.00% 4.50% 4.50% 4.50% 1.75% 1.75% 1.75% 0.50% 0.50% 0.50%
Monthly Sewer Rate $142.21  $148.61 $155.30  $162.29  $165.14  $168.03  $170.98  $171.84  $172.70  $173.57
All-In Debt Service Coverage 1.48x 1.49x 1.52x 1.58x 1.58x 1.58x 1.64x 1.65x 1.67x 1.67X
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Capacity Charge

Capacity Charge 2025 2026 2027 2028 2029 2030
Monthly Charge $76.09 §77.99 $79.94 $81.94 $83.99 $86.09
Increase % 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Increase $ $1.86 $1.90 $1.95 $2.00 $2.05 $2.10
Annual Total $913 $936 $959 $983 $1,008 $1,033
Total Payments (15 years) S$13,696 | S14,038 | S14,389 S14,749  $15,118  $15,496
Upfront Payment* 59,684 $9,926 $10,174 $10,429 $10,690 $10,957

*Discount rate of 5.05%

* King County Code: “’Capacity charge’ means a charge levied on a new customer to recover capital costs needed to serve
new customers,” and "The capacity charge shall be based upon the costs, customer growth and related financial
assumptions used for the Regional Wastewater Services Plan."

* The current RWSP planning horizon ends in 2030
e Capacity charge calculations are updated every three years: latest includes 2024 through 2026
* In 2024, WTD resumed work with Raftelis to update the capacity charge methodology
* Internal data collection in progress to generate scenarios in preparation to reengage with MWPAAC workgroup
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Summary and Next Steps

* Significant rising costs, rates follow

* Main drivers continue to be Regulatory, Asset Management, and
Capacity

* Continued focus on addressing operations current and growing needs

* WTD continuing to assess landscape of available and potential new
approaches to large scale capital costs and ratepayer affordability

~
* MWPAAC R&F - April 3

« MWPAAC General - April 23 Sewer Rate $62.66 (7.5% increase)

Capacity Charge $77.99 (2.5% increase)
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$10,000M

$9,000M

$8,000M

$7,000M

$6,000M

$5,000M

$4,000M

$3,000M

$2,000M

$1,000M

$oM

Consent Decree
Assumptions: MDCSO
end date 2036, CD
Completion Date: 2040
Elliott West WWTS
Assumptions:
Completion Date: 2037

CSO Projects

Sewer Rate Forecasts

Change from
Previous:

Consent Decree:
MDCSO end date
moved from 2036 to
2034

Elliott West WWTS:
No assumption change

2022 Sewer Rate Proposal
Forecast Years: 2021 - 2031

® Amount Spent

RWQC Meeting Materials

2023 Sewer Rate Proposal
Forecast Years: 2022 - 2032

B Amountin Forecast Period (1st Decadeg)

Change from
Previous: Consent
Decree:

MDCSO size increase
from 150 MGD to 190
MGD; Moved
University/Montlake
start date from 2031 to
2028;

Elliott West WWTS:
Completion Date: 2030

e
e

2024 Sewer Rate Proposal

Forecast Years: 2023 - 2033

Page 5

= Amount Outside Forecast Period

Change from
Previous:

Consent Decree:
Moved forward
MDCSO Contingency
Elliott West WWTS:
Completion Date: 2032

2025 Sewer Rate Proposal

Forecast Years: 2024 - 2034

# Amount in 2nd Decade

ATTACHMENT 5

Change from Previous:
Consent Decree:
Updated MDCSO sizing
and cost update; CD
Completion Date moved
from 2040 to 2037
Elliott West WWTS
Assumptions
Completion Date: 2034,
Added UV system to

scopg

7/, $0.3B /7

2026 Sewer Rate Proposal
Forecast Years: 2025 - 2035
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ATTACHMENT 6

Regional Water Quality Committee

Follow-up to 2026 Sewer Rate Presentation:

Additional Information and Alternative Analysis
on Mouth of Duwamish CSO

May 7, 2025
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Agenda
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MDCSOQO Consent Decree Milestones

 Requirement: Comply with federal and state laws

 Milestones*:
* Submit Engineering Report by Dec 31, 2026
* Complete Bidding by July 31, 2029
e Complete Construction by December 31, 2034

*Note: A modification to the 2013 consent decree has been negotiated
between the U.S. Environmental Protection Agency (EPA), Washington
State Department of Ecology (Ecology) and King County. Approval by
the federal court is pending.

kD King GeuntyMaiMastewater Treatment Page 55

2013 Federal
Consent Decree

(Case 2:13-cv-
00677).

Clean Water Act

RCW 90.48.480,

Chapters 173-245, 173-
201A, 173-204 WAC
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Engineering Report Development Process

We are here

PHASE )

Review Planning Identify and Narrow Engineering

Level Alternatives Sites and Formulate Alternatives Identification Report Development
System Alternatives Evaluation

Strategic Initiatives, Communications, and Engagement

PHASE 1 will review PHASE 2 will identify the PHASE 3 will confirm/refine PHASE 4 will refine the PHASE 5 will develop
concepts from previous CSO representative sites for the the system alternatives for alternatives for evaluation the Engineering Report
long term control planning possible WWTS and outfall evaluation, perform the and identify the best for submission to the
work and other applicable and develop preliminary evaluation, and identify the apparent system alternative Washington State
work. Utilizing the results of design requirements for the apparent top system (BASA). Department of Ecology
planning work, concepts will system alternatives to alternatives. (Ecology) for regulatory
be identified to advance for support the formulation of compliance.

further analysis. alternatives.
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Alternatives Evaluation Process Overview —

CSO LTCP

Since the 2012 Long Term Control
Plan (LTCP), WTD has narrowed

from over 60 planning level
concepts.

Alternatives considered wide
range of CSO control methods:

e Wet weather treatment stations
* Storage tanks/tunnels
e (Green stormwater infrastructure

* Sewer separation

LG King GeumtynlMVastewater Treatment

2012 LTCP Amendment

Alternatives

2018 LTCP Update

Preliminary Concepts

-

Prescreened Alternatives

e

HE M ER N ENENES

-

Recommended Alternatives

Page 58

2022 Modeling

New Alternatives
(Tunnels to existing facilities)
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Informational Interviews/Briefings to

Organizations
Alliance for Pioneer Square Interlm CDA
Duwamish Tribe Georgetown Community Council
Puget Soundkeeper Alliance Duwamish River Community
Seattle Ballpark Public Coalition
Facilities District Manufacturing and Industrial

Council (MIC)

SODO Business Improvement
Area (BIA)

City of Seattle Indigenous
Advisory Council

Washington Conservation Action
Chinatown International District BIA

Chinese Information and
Service Center

Approximately 60 organizations identified to engage and assess interest in Program briefings, potential
partnership, involvement in workforce effort.
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Alternatives Evaluation Criteria

Summary of criteria for evaluating
facility configurations:
 Tier1
* Community and Social Impact
* Environmental Impacts
 QOperations and Maintenance
* Schedule
* Cost/CostRisk

* Sub-tier 2 focuses onincreasing
detail around the Tier 1 criteria

L8 ing Geuntynl-Miastewater Treatment

Tier 1

Tier 2

Criteria

1.0 Community, Social Justice, and Good Neighbor

1.1

1.1 Short-term Construction Impacts

1.2

1.2 Potential Negative Long-term Community Impacts

2.0 Environmental Impacts

2.1

2.1 Adverse Impacts to Wetlands, Streams, and/or Shorelines

2.2

2.2 Impacts to Fish, Wildlife, and Endangered Species and Habitat Improvement Sites

2.3

2.3 Interaction with Sites Containing Contaminated Soil, Groundwater, and Sediments

24

2.4 Impacts to Cultural Resources

2.5

2.5 Ability to incorporate Stormwater Treatment

2.6

2.6 Net Embodied Carbon

2.7

2.7 Impacts to Tribal treaty rights

3.0 Operations and Maintenance

3.1

3.1 Treatment Station Site Flexibility

3.2

3.2 Conveyance Operations

3.3

3.3 Outfall Operations

4.0 Schedule

4.1

4.1 Permitting Complexity

4.2

4.2 Mitigation Complexity

4.3

4.3 Consistency with Code Requirements

4.4

4.4 Ability to Acquire Property/Easements

4.5

4.5 Schedule Impacts of Property/Easement Acquisition

5.0 Cost / Cost Risk

5.1

5.1 Reduce Construction Risk

5.2

5.2 Minimize Initial Capital Costs

Page 60
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Alternatives Evaluation Process Overview —
MDCSO Program

11 Alternatives

3 Alternatives
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Recommended Best Apparent System Alternative

 Multiple Projects
* Control5CSOs

 East Waterway
Cleanup pollution
source control

Chelan Storage Facility
and associated conveyance
in West Seattle (Industrial
District West)

@® Existing Combined Sewer
Overflow Outfalls

@ Outfall for Clean Water
= New Pipes
E=3 Storage Tank

Wet Weather
Treatment Station

A Supporting Facilities

NORTH ADMIRAL HARBOR
ISLAND

Chelan Ave
®

GENESEE 53&'. cccccccccc i“‘i

NORTH DELRIDGE/

= \PIGEON POINT

lzs

5/
o7]

Yesler Wa
King St PIONEER SQUARE

L5/

@D GeorcETOWN

Influent Conveyance
with EBI Diversion

Wet Weather
Treatment Station in
SODO Neighborhood

Effluent Conveyance

Waterway

Eﬂmmg GesnkyMaMMastewater Treatment
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Progressing Scope Definition & Cost Estimates

AACEi Estimate

MDCSO Program Estimate Class Timelines

Class 10 Class 5 Class 4 Class 3
Type
- 0) (0}
Accuracy Range 20%/+300% -50% / +100% -30% / +50% -20% / +30%
(or more)

Timeline

2018 - Sept. 2023

Sept. 2023 - Present

Oct. 2025 - Jan. 2026

Feb. 2026 - Aug. 2026

Status

Prior Estimate

Current Estimate

Future Estimate

Future Estimate

Example Scope
Definition Items

Concept alternatives

Recommended system
configuration

Confirm facility sites

Design criteria
Geotechnical
investigations

e (GC Estimate

Eﬂmmg GesnkyMaMMastewater Treatment
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Next Steps

Develop and deliver Engineering
Report to Ecology August 2025

SEPA Environmental Review
Notify affected property owners | s; |

A
L
e
e

|l
|

Implement public outreach around
BASA

Advance design development

Georgetown Wet Weather Treatment Station
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Thank you

Stan Hummel, CSO Delivery Unit
Manager

King County | Wastewater Treatment




11 Alternatives Scoring Summary

Non-Cost MODA Score vs Cost in $B e Alternatives divided into

Further .
( 2 ( Evaluation groupings
%% . = ))) E\?;:lzgﬂt?;inded for Further
T € i
g « T S - 2 Not recommended for
- — > § Q further Evaluation
e ou S Constrained — Not
NN e 00 é ® recommended for further
Evaluation
No Further
Evaluation ~ ef&"ciitve

$2.40 $2.20 $2.00 51.80 $1.60 S1.40 $1.20 $1.00

Construction Cost in $B

BN |ndicates deep options
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ATTACHMENT 7

Proposed 2026 Sewer Rate and Capacity Charge
and 2026-2045 Financial Forecast

April 2025

King County

2025 Sewer Rate Technical Memorandum
Page |1
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Executive Summary

Key Assumptions for the Proposed 2026 Sewer Rate and 2027-2045 Financial Forecast

The 2026 sewer rate process includes substantive changes from previous years. As recently as 2019, the sewer rate
process was coordinated with the County’s biennial budget period and included a limited-purpose financial forecast over
the six-year Capital Improvement Program (CIP) period. Since 2020, the forecast was extended to 10 years, which
required making forecast assumptions regarding completion of the Long-Term Control Plan (LTCP) for Combined Sewer
Overflow (CSO) projects and in-progress negotiations over a proposed CSO Consent Decree (CD) modification with the
state Department of Ecology (Ecology), U.S. Environmental Protection Agency (EPA), and the U.S. Department of Justice
(DOJ). A key issue in that negotiation was whether the 2030 completion date would be extended. The CSO completion
date assumed in the financial forecast has been 2040.

Since adoption of the 2025 sewer rate, the CD negotiations were completed with an extended 2037 end date, resulting
in the University and Montlake CSO control project schedules being moved forward, and thus funding is required sooner
in this year’s forecast. Additionally, the largest project, the Mouth of the Duwamish CSO (MDCSO) program, has made
progress toward a selected alternative and completed an updated cost estimate. The project cost estimate at
completion has increased from $1.9 billion to $3.4 billion due to refined program definition and scope, market
conditions and cost escalation, and improved cost validation and risk management.

In 2023, County Council Motion 16449 was adopted, requiring King County’s Wastewater Treatment Division (WTD) to
develop a long-term forecast methodology beyond the 10-year forecast period. The July 2025 final deliverable for the
motion requirements aligns with timing of the 2026 sewer rate process since the 2026 sewer rate must be adopted by
June 30, 2025. The 2026 sewer rate includes extension of the forecast to 20 years through 2045.

The proposed 2026 sewer rate reflects three substantive changes from the 2025 adopted rate: (1) extension of the
forecast period to 20 years, (2) a finalized CD schedule reflecting 2037 completion, and (3) a large cost increase to the
MDCSO project. A continued challenge for the County’s WTD CIP includes the “stacking” problem of multiple concurrent
and large capital needs. The three main drivers continue to be high-risk priority asset replacement and renewal
investments, meeting contract obligations to serve new growth capacity, and substantial regulatory requirements.

There are also continued significant regulatory “known unknowns,” including how nutrient regulations will affect CIP
needs, especially since the Puget Sound General Nutrient Permit was recently invalidated by the state Pollution Control
Hearings Board (PCHB No. 21-085). Given the uncertainty, WTD believes the CIP should continue to include comparably
modest costs for initial optimization-level nutrient reduction. WTD and legal counsel will continue to monitor the status
of nutrient litigation and regulation and endeavor to anticipate and respond to regulatory requirements and options.

This 2026 sewer rate proposal and forecast prioritizes necessary capital investments and investments to operate and
maintain both the growing system and increasing regulatory requirements on the system.

Committee Engagement

Throughout 2024, WTD engaged the Metropolitan Water Pollution Abatement Advisory Committee’s (MWPAAC) Rates
and Finance Subcommittee on the sewer rate and related topics, including rate-setting methodology, cost estimation
methodology, and capital program needs and forecasting. Beginning in January 2025, WTD engaged with MWPAAC and
its Rates and Finance Subcommittee to share findings from early policy direction that informs the preliminary sewer rate
forecast for 2026-2045. Details, rationale, and methodology were shared by WTD staff in these forums, including costs
and timing of capital investments.

The process to develop the proposed 2026 sewer rate also included providing briefings to the Regional Water Quality
Committee (RWQC) beyond the level of engagement provided to RWQC in past years. RWQC offered comment on the
preliminary sewer rate forecast in February 2025 and on WTD’s proposed sewer rate in March.
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Feedback from MPWAAC and RWQC includes desire for more predictability in the rate forecasts and concern for the
higher rate increases after 2026. WTD shares their concern for customer affordability and, as part of the RWSP update,
is working to better characterize local affordability, develop metrics to measure it, and focus on actionable solutions.

Proposed Sewer Rate and Capacity Charge

The proposed 2026 sewer rate is $62.66, or a 7.5 percent increase over the 2025 rate of $58.28. The 2026-2045 sewer
rate forecast shown in Figure 1 includes smoothed annual increases rising from 7.5 percent in 2026, 12.75 percent in
2027 and 2028, and 13.5 percent in the 2029-31 forecast, followed by lower rate increases in 2032 and beyond.! A
smoothed sewer rate forecast allows for the collection of revenues that exceed expenditures in a given year and are less
than expenditures in subsequent years to fully fund the utility over the forecast period with less volatility. These
proposed rate increases enable WTD to fund the projected CIP and sufficiently perform operations and maintenance.

Figure 1 Proposed 2026 Sewer Rate and 2027-2045 Forecast

P3638  2026] 2027] 2028 2029) 2030 2031 2032] 2033] 2034] 2035

Rate Increase % 5.75%| 7.50%| 1275% 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 $102.63 $116.49 $124.94 $134.00 $136.68 $139.42
Rate Increase $ $3.17| $4.38| $7.99  $9.01 $1076 $12.21 $13.86  $8.45  $9.06  $2.68  $2.74
2035  2036)] 2037) 2038 2039] 2040] 2041] 2042] 2043] 2044] 2045
Rate Increase % 200% 450% 4.50% 450% 175% 175% 175% 0.50% 050%  0.50%
Monthly Sewer Rate $142.21 $148.61 $155.30 $162.29 $165.14 $168.03 $170.98 $171.84 $172.70 $173.57
Rate Increase $ $279  $640  $6.69  $6.99  $2.85  $2.89  $2.95 $0.86  $0.86  $0.87

For reference, the 2025 sewer rate forecast is shown in Figure 2.

Figure 2 Adopted 2025 Sewer Rate and 2026-2034 Forecast

2025-2034 Rate Forecast Adopted

2025 Adopted Sewer Rate 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Rate Increase % 5.75% 7.00% 7.00% 7.00% 8.25% 8.25% 8.25% 9.25% 9.25% 9.25%

Monthly Sewer Rate $58.28 | $62.36 $66.73 $71.41 S$77.31 $83.69 $90.60 $98.99 $108.15 $118.16

Rate Increase $ $3.17 $4.08 $4.37 $4.68 $5.90 $6.38 $6.91 $8.39 $9.16 $10.01

The proposed capacity charge is $77.99, or a 2.5 percent increase over the 2025 rate of $76.09. The financial forecast
incorporates capacity charge revenue increases as shown in Figure 3.

11n this context “smoothed annual increases” refers to avoidance of year-to-year volatility in the sewer rate.
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Figure 3 Proposed 2026 Capacity Charge and 2027-2030 Forecast

Capacity Charge 2025 2026 2027 2028 2029 2030
Monthly Charge $76.09 $77.99 $79.94 $81.94 $83.99 $86.09
Increase % 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Increase $ $1.86 $1.90 $1.95 $2.00 $2.05 $2.10
Annual Total $913 $936 $959 $983 $1,008 $1,033
Total Payments (15 years) $13,696 | S14,038 | S$14,389  $14,749  $15,118  $15,496
Upfront Payment* $9,684 $9,926 | $10,174  $10,429 $10,690  $10,957

*Discount rate of 5.05%

Introduction

King County Wastewater Treatment Division

The Wastewater Treatment Division (WTD) of the Department of Natural Resources and Parks (DNRP) is a utility
providing wholesale wastewater treatment and major conveyance for 34 local sewer agencies (18 cities, 15 sewer
districts, and the Muckleshoot Indian Tribe) in the Puget Sound region. Distributed over a 424-square-mile service area,
the King County (County) sewer system collects and treats an average of 182 million gallons of sewage a day from
approximately 2 million residents. WTD’s service area map can be found in Figure 4.

WTD is responsible for the construction, operation, and maintenance of the County’s regional wastewater conveyance
and treatment system. The system includes three regional secondary treatment plants (West Point in Seattle, South
Plant in Renton, and Brightwater in southern Snohomish County); 397 miles of conveyance lines; 48 pump stations; and
26 regulator stations.? Other WTD facilities include five combined sewer overflow (CSO) treatment plants, four CSO
storage facilities, 39 CSO outfall locations, two secondary community-scale treatment plants (Vashon Island and
Carnation), and one community septic system on Vashon Island.?

Local Sewer Agencies

WTD’s service area is comprised of Local Sewer Agencies (LSAs), which include 18 cities and 15 sewer districts in King
County, southern Snohomish County, northern Pierce County, and the Muckleshoot Indian Tribe.

LSAs contract directly with WTD for wholesale wastewater treatment services. WTD does not have a direct relationship
with individual sewer ratepayers, except for Capacity Charge, High-Strength Surcharge, and Industrial Waste
customers.* > Engagement with the LSAs is accomplished through the MWPAAC and the Regional Water Quality
Committee (RWQC). The sewage disposal contracts with the LSAs specify that the following year’s sewer rate must be

2 Secondary treatment includes aeration, settling, disinfection, and discharge through an outfall. Secondary treatment in conjunction
with primary treatment removes about 85 to 90 percent of suspended solids in wastewater.

3 Combined sewer overflows (CSOs) are relief points in sewer systems that carry sewage and stormwater in the same pipe. When
heavy rains fill the pipes, CSOs release sewage and stormwater into rivers, lakes, or Puget Sound. They prevent sewage backups into
homes and businesses but can harm people and animals living in the water because they carry chemicals and germs.

4 “High strength” refers to more concentrated waste. The surcharge covers the additional operating cost of treating this waste at the
treatment plant.

5 The capacity charge is billed to new connections to the system. The charge is assessed monthly for a term of 15 years from the date
the new service is established and is based on the cost of system capacity necessary to serve a new connection.
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https://kingcounty.gov/services/environment/wastewater/capacity-charge.aspx

determined before July 1 of the current year. This provides time for the LSAs to include the WTD rate in preparing
budgets and proposing local sewer collection rates for the following year.

The LSA contracts define two customer classes for billing the sewer rate: single-family residential (SFR) and flow-based
residential customer equivalents (RCEs). Flow-based RCEs include all other customer classes (commercial, multifamily,
and industrial), and one flow-based RCE is equivalent to one SFR. The service contracts specify that each flow-based RCE
equals 750 cubic feet per month of water usage. In addition to sewer fees, LSAs are invoiced for their customers’ high-
strength surcharge and industrial waste compliance and monitoring fees.® To compensate for seasonal variation in water
use, the service contracts provide for a quarterly rolling average to convert reported water use to billed RCEs. A list of
the LSAs and their average 2024 reported RCEs is provided in Figure 5.

Financial Forecast

Utilities such as WTD are self-supporting enterprise funds and, therefore, must set fees to recover the cost of providing
services.” Utility costs include operations, maintenance, debt service, and building new capital infrastructure. Utilities
must also account for cash requirements from financial policies, such as funding reserves and how capital projects are
funded. The total revenue that must be generated by a utility, in any given year, to cover costs and meet financial
policies is referred to as a utility’s revenue requirement.

WTD's sewer rate and capacity charge are adopted annually and include development of a longer-term financial
forecast. Initiated in response to Council Motion 16449, the rate forecast now extends to 20 years, instead of the
previous 10. The proposed 2026 sewer rate and capacity charge are prepared in the context of the utility’s revenue
requirements over the 20-year financial forecast. This document will cover each element of the financial forecast
(Operating Expenditures, Capital Expenditures, Reserves Management, and Revenue).

6 More information on compliance and monitoring fees can be found here.
7 More information on enterprise funds can be found in the WA State Administrative and Accounting Manual.
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Figure 4 System Map
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Figure 5 2024 Average Reported Residential Capacity Equivalents by Local Sewer Agency

Single Family

Flow-Based

Percentage of

Local Sewer Agencies - Cities

RCEs

RCEs

Total RCEs

Total (%)

Algona 1,018 359 1,377 0.18%
Auburn 13,424 18,025 31,449 4.03%
Bellevue 32,965 30,564 63,528 8.15%
Black Diamond 2,279 119 2,398 0.31%
Bothell 5133 3,889 9,023 1.16%
Brier 1,572 225 1,797 0.23%
Carnation 927 249 1,176 0.15%
Issaquah 7,078 6,393 13,471 1.73%
Kent 13,581 24,299 37,880 4.86%
Kirkland 10,390 5,743 16,133 2.07%
Lake Forest Park 3,626 445 4,071 0.52%
Mercer Island 7,194 1,444 8,638 1.11%
Pacific 1,557 985 2,542 0.33%
Redmond 15,578 17,915 33,493 4.29%
Renton 16,468 15,776 32,244 4.13%
Seattle 156,605 145,516 302,121 38.74%
Shoreline 15,502 4,975 20,477 2.63%
Tukwila 1,065 6,507 7,572 0.97%
Subtotal 305,960 283,426 589,386 75.58%
Local Sewer Agencies - Districts and Tribes

Alderwood Water & Wastewater District 36,963 17,072 54,035 6.93%
Cedar River Water & Sewer District 4170 1,376 5,547 0.71%
Coal Creek Utility District 3,338 1,401 4,739 0.61%
Cross Valley Water District - 395 395 0.05%
Highlands Sewer District 105 2 106 0.01%
Lakehaven Utility District 1,136 9 1,145 0.15%
Muckleshoot Indian Tribe 353 108 461 0.06%
NE Sammamish Sewer & Water District 4,742 122 4,864 0.62%
Northshore Utility District 20,841 10,540 31,381 4.02%
Olympic View Water & Sewer District 215 1 216 0.03%
Sammammish Plateau Water & Sewer District 12,031 4,632 16,663 2.14%
Skyway Water & Sewer District 3,992 1,321 5,313 0.68%
Soos Creek Water & Sewer District 33,262 5,922 39,183 5.02%
Valley View Sewer District 7,160 9,823 16,983 2.18%
Vashon Sewer District 435 485 919 0.12%
Woodinville Water District 2,908 2,542 5,450 0.70%
Subtotal 131,650 55,749 187,398 24.03%
Non-Municipal Participants and Other Customers - 3,039 3,039 0.39%
Grand Total 437,609 342,213 779,822 100.00%
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Operating Expenditures

The utility’s 2025 operating budget is the basis for forecasting operating costs for future years. The 2025 sewer rate and
financial forecast included budgeted operating expenditures at $224 million.

Figure 6 shows the 2024 preliminary actuals compared to the adopted budget, along with the 2024 budget with percent
change, year over year. Of note, the County typically budgets on a biennial schedule, while the sewer rate is based on
annual requirements. An annualized version of the biennial appropriation is used in rate-setting. Despite the appearance
of over-budget expenditures in 2024, it was only an overspend estimate since appropriation remained from 2023, the
first year of the biennium.

The 2025 operating expenses shown in Figure 6 reflect the existing operating budget as originally adopted. However,
WTD’s spending forecast includes an assumption for a 2025 budget amendment, which is reflected in Attachment A and
projected expenditures throughout the financial forecast.

Figure 6 2024-2025 WTD Operating Expenses ($ ‘000s)

. 2024 Revised 2024 Unaudited 2024 Budgetto 2024 % Budget % Change 2024
Expenditure Category Budget Actuals Actuals Variance Spent 2025 Budget to 2025
Salaries & Benefits $78,611 $77,570 -$1,041 98.7% $87,260 12.5%
Supplies $25,511 $30,112 $4,601 118.0% $30,452 1.1%
Services $42,332 $49,859 $7,527 117.8% $49,627 -0.5%
Intra-governmental $48,055 $44 404 -$3,651 92.4% $52 593 18.4%
Other $0 $0 $0 n/a $0 n/a

Total $197,909 $205,478 $7,569 103.8% $223,846 8.9%

Operating Forecast

Before the inflation surge that began in 2022, annual growth in WTD operating expenditures averaged nearly four
percent per year. Including the recent high inflation years results in an annual average of 6.6 percent. This growth
represents a composite of inflation, supporting new facilities that come online, and maintaining an aging and growing
system. Figure 7 shows the annual growth in operating expenditures going back to 2013.
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Figure 7 Historical Annual Increase in WTD Operating Expenditures

Operating  Annual

Year Expenses Growth
2013 117183  2.0%
2014 124201  6.0%
2015 128,926  3.8%
2016 136,321  5.7%
2017 148,199  8.7%
2018 152,589  3.0%
2019 155,785  2.1%
2020 158,660  1.8%
2021 158,628  0.0%
2022 173870  9.6%
2023 187,593 18.3%
2024 205478  18.2%

Average 6.6%

WTD Operating Expenditures Forecast

In September 2024, a one-year extension of the Coalition Labor Agreement between the County and its labor partners
through the Coalition of Unions went into effect. The agreement provided for a series of general wage increases for
County staff, including a 5.5 percent increase for 2025.

Central service cost allocations to WTD are generated by internal service fund agencies and General Fund central
agencies that provide those services.® The general wage increase impacted most, if not all, of these agencies. Agencies
may also be susceptible to industry-specific cost pressures.

The operating costs for WTD's base year (2026) forecast include adjustments for significant known increases such as
electricity and chemicals, in addition to updated prices where recent inflation exceeded previous forecast assumptions.
The growth in the operating costs assumption reflects increased staffing levels to better meet industry standards and
the growing needs of aging facilities, capital project participation, and higher costs of biosolids transportation.

Beyond 2026, incremental operating costs are forecast based on general cost and labor cost inflation at four percent.
Growth in operating costs is forecast as shown in Figure 31. Operations staffing needs factor into the near-term
increased rate of operating cost growth to address current staffing needs and anticipated growth in required staff over
the forecast period.

WTD needs additional operations staff to meaningfully address current and emerging needs over the next five years:

e Inthe last decade, WTD brought new facilities online with a minimal increase in operations staffing.

e WTD facilities are aging, requiring attention to address hundreds of minor repairs and adjustments each month.

e With a large capital portfolio, operations staff are needed to participate in the systems planning, design,
construction, startup, and commissioning processes.

8 Central services are services received from other County agencies that are considered “central” agencies, such as King County
Information Technology, Facilities Management, and County Human Resources
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e Permit conditions are more complex, requiring more monitoring and adjustment to meet water and air quality
requirements.

e Contracts and policy goals require that WTD reliably recover and put to beneficial use biosolids, biogas, recycled
water, and sewer heat — all requiring operations staff.

e Jobs in operations are opportunities to recruit, hire, and train a next generation of WTD staff, to better reflect
the communities WTD serves.

WTD is preparing the specific package of requested positions and related business cases for submittal in the 2026-2027
budget process. A portion of the identified staffing needs will be requested in 2026, and the remainder of requests are
planned to be spread over following years.

Capital Improvement Program

Portfolio Management

Beginning in 2017, WTD focused on developing a more comprehensive and structured approach to managing its capital
program. This work included the goal of aligning the mix of projects in WTD’s Capital Improvement Plan (CIP) with its
strategic initiatives and overall mission. A pilot of this prioritization approach informed the 2019 sewer rate
development and, since then, has been used to inform rate and budget-setting processes.

Projects are organized and prioritized within the following categories:

Figure 8 Capital Portfolio Category Descriptions

Category Description

Asset Management Plants and
Conveyance

Maintain level of service through the rehabilitation or replacement of critical assets.
Capacity Improvement Increase capacity in WTD facilities to accommodate future growth.

Operational Enhancements Reduce/improve operating costs at treatment plants through the delivery of projects that create

efficiencies.
Deliver projects and programs that respond to permit, regulation, and/or consent decree legal
Regulatory deadines.
. Improve the survivability and operability of core assets against natural disasters through the
Resiliency

delivery of projects that address known deficiencies.

Support the King County Strategic Climate Action Plan (SCAP) initiative through the delivery of

Resource Recover :
y projects that reduce energy use or recover valuable resources from wastewater.

Incorporate programs and projects that facilitate execution of the overall capital portfolio through

Planning and Administration a series of planning- and administration-related efforts.

2024 Performance and Accomplishment Rate

The capital accomplishment rate is the amount of actual or forecasted capital spending that occurs in the year compared
with the amount of capital spending planned. WTD’s capital program accomplishment rate target of 85 percent for
annual expenditures is evaluated against the actual spending in recent years to ensure it remains a valid performance
indicator.
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The 2024 aggregated projects forecast was $401 million. For the 2025 sewer rate proposal, this forecast was reviewed
for risk and was adjusted to $316 million, or an effective accomplishment rate of 79 percent. The 2024 actual spend of
$313 million resulted in an accomplishment rate of 78 percent.

Drivers for this lower accomplishment rate include two large projects with significant underspend in 2024:

e The West Point Power Quality Improvement carried significant allowances for construction change orders and risk
events in the 2024 Capital Expenditure Forecast. The project achieved substantial completion in October 2024 with
little utilization of these allowances. The project spent $24 million in 2024, or 57 percent of the forecasted $42
million.

e The West Point Raw Sewage Pump Replacement project issued notice to proceed for construction in July 2024,
however construction spending was not as aggressive as anticipated by the project team in the 2024 Spend Plan.
The project also had a forecasted contingency allowance in 2024 that was not utilized. The project finished 2024
spending $14 million, or 72 percent of the $20 million forecasted.

e The forecasts for these two projects comprised 16 percent of the total 2024 CIP forecast. The other projects and
programs in the CIP spent $275 million out of the $339 million that they forecasted, for an 81 percent
accomplishment rate.

Figure 9 presents the historical accomplishment rate performance from 2015 through 2024.

Figure 9 Historical Accomplishment Rates for the Capital Program ($ in millions)

Accomplishment Rate (AR) 2015 2016 2019 2020 2021

Capital Improvement Program $191  $207  $211  $246 $262 $247 $291 $360 $386  $401
Actual Annual CIP Spend $160 $168 $188 $231 $211  $199  $201  $259 $351  §$313
Actual Accomplishment Rate 84% 81% 89% 9% 81% 81% 69% 2% 91% 78%

Estimated CIP Spending for 2026-2045 Financial Forecast

To update the 10-year financial forecast, WTD estimates spending for active projects and develops conceptual forecasts
for future projects and programs. Updates to project and program spending estimates consider changes in scope, risk,
and schedule. While WTD prepares a 10-year capital forecast for sewer rate planning, the County budgets capital
projects on a six-year CIP schedule. The capital component of the forecast’s second decade is based on long-term
forecast methodology developed by Raftelis consultants to support WTD in response to Motion #16449 as interim
financial estimates until the Regional Wastewater Services Plan provides the long-term capital project plan.

The following five projects are the largest individual components of WTD’s six-year CIP:

Mouth of Duwamish Combined Sewer Overflow

The Mouth of Duwamish Combined Sewer Overflow Program (MDCSO) is working to control five CSO outfalls in the area
of the mouth of the Duwamish River.° The outfalls (called Chelan, Hanford #2, Lander, Kingdome, and King Street) are
located in the east and west waterways of the Duwamish River on both sides of Harbor Island and along the Seattle

9 A combined sewer system collects rainwater runoff and domestic wastewater into a single pipe and conveys it to a wastewater
treatment plant. During heavy rain events, the amount of runoff can exceed the capacity of the system, resulting in a combined
sewer overflow (CSO), where untreated wastewater and stormwater flows into nearby receiving waters. More information on WTD’s
CSO control program can be found here.
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shoreline of Elliott Bay in the neighborhoods of SODO and West Seattle. This work fulfills consent decree requirements
with the EPA and Ecology.® The program team expects to wrap up the planning phase by Q2 2025 and will then share
the proposed solution to control the five MDCSO outfalls.

West Point Electrical Improvements

This program will replace approximately 300 electrical assets, relocate an additional nine electrical assets, and
coordinate these efforts with other electrical and asset replacement projects at West Point Treatment Plant (WPTP) in
Seattle. WPTP was originally constructed in the early 1960s and underwent a major expansion during the 1991
Secondary Treatment Facilities project. As such, WPTP electrical assets from the Secondary Treatment Facilities project
are more than 25 years old and are reaching the end of their life cycle. Additionally, assets installed during earlier WPTP
construction are beyond the end of their life cycle and need replacement as soon as possible. Failure to replace these
critical assets may result in diminished reliability, interrupted facility operations, and potential National Pollutant
Discharge Elimination System (NPDES) permit violations. The program team forecasts that the improvements will be
completed by 2032.

Elliot West Wet Weather Treatment Station

The Elliott West Wet Weather Treatment Station (EWWTS) project consists of new and upgraded treatment facilities to
treat CSOs prior to discharge through the existing outfall in Elliott Bay. The project will make improvements that will
result in full NPDES permit compliance at the EWWTS. Construction is anticipated to begin in 2027 and extend through
2033.

West Point Treatment Plant Raw Sewage Pump Replacement

The existing raw sewage pump (RSP) system was built in 1966, with a capacity of 440 million gallons of wastewater and
stormwater per day. While the capacity remained at 440 million gallons per day, pumping untreated combined sewage
over a long time has resulted in significant wear on the pumps.! The purpose of this project is to replace the RSP system
and make seismic upgrades to meet National Fire Protection Association (NFPA 820) standards.!? In addition, the project
will also replace the existing boiler system prior to completion of the RSP replacement to provide heat necessary to
maintain a stable treatment process. Notice to proceed for construction was issued in 2024 and the project is forecasted
to be complete by 2030.

West Point Treatment Plant Critical Gate Refurbishment

The objective of this program is to restore full functionality to critical treatment plant wastewater flow control gates and
their support systems at the WPTP in Seattle. Support systems include operators, hydraulics, and controls. Gates and
support systems will be renewed or replaced in kind. The first two major projects identified under this program address
the WPTP primary effluent gate and the chlorine mix structure gate. These projects are currently forecasted to be
completed by 2028 and 2030, respectively.

Other Capital Projects

New projects, along with updated spending forecasts and schedules for the existing capital program, form the basis for
developing the 10-year CIP for the financial forecast. The updated forecast includes continued deferral of pipeline

10 More information on CSO regulations and requirements can be found here.

11 More information on the WPTP Raw Sewage Pump system can be found here.

12 More information on the National Fire Protection Association is available on their website.
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capacity projects that have neither a population growth driver nor overflows within the last five years, so that capital
delivery capacity can be dedicated to higher-priority system investments.

Figure 10 summarizes the capital investment strategy used to develop the proposed sewer rate forecast.

Figure 10 WTD CIP Investment Strategy

CIP Policy Topic Basis for Investment Strategy

CSO Consent Decree Moves forward project costs related to the CSO Consent Decree to meet 2037 end date. Includes
Cost & Schedule recent cost updates to the Mouth of the Duwamish CSO control program.

Includes Nitrogen Reduction Planning, Nutrient Reduction Evaluation Study, and Near-Term
Optimization Capital Investments. Includes proactive/multibenefit investment to optimize nitrogen
removal at South Plant as comparably modest investments while nutrient regulations are uncertain.

Nutrient Removal -
Ecology Permit

_ First decade: High-risk asset replacement and renewal inventory (Tier 1)
Asset Management Tier 1 _ o o B _
Critical Inventory Projects  Second decade: Continues remaining current high-risk inventory, then transitions to replacing

assets at end of useful life; cost projected to year of replacement

Includes conceptual forecasts for projects identified by the Treatment Planning Program and
Capacity Category Conveyance System Improvements Program to address plant and conveyance system capacity
limitations.

Assumes that a ramp-up of capital delivery continues as WTD continues to budget, hire, onboard,

Capital Program Staffing and train additional staff.

Capital Expenditure Delivery Capacity Analysis

WTD will have to increase its throughput of capital projects to plan, design, and deliver the CIP. As it is growing that
capacity, care is being taken to not overcommit and secure funding beyond what can be delivered. To understand what
can be delivered as the capital program grows, WTD conducted an analysis of historical capital output in relation to the
number of WTD full-time equivalent employees (FTEs) dedicated to the capital program. The resulting metric projects an
estimated capital spending target that reflects historic delivery capacity. This metric provides a proximate basis for
estimating the annual capital program delivery along with staffing included in the forecast.

The analysis relied on several assumptions, including:

o New FTEs take two years to fully onboard and carry a project load equivalent to existing staff.

e Project staffing maintains the historical in-house-to-consultant ratio that for every $1 spent on in-house
direct labor; $1.30 is spent on consultant contracts.

e The FTE count grows at the same rate as outsourcing to the consultant community.

WTD uses the approach of growing in-house staff while also relying on consultants because it:

e Meets equitable workforce development goals by deliberately recruiting and hiring a diverse workforce.

e Builds internal expertise and experience with the wastewater system, including the ability to learn and adapt
as the challenges and complexities grow, reduce the learning curve, and quickly respond to emergent issues.

e Improves staff recruitment and retention by providing a variety of project assignments and opportunities for
professional growth.
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The financial forecast includes recognition of approaching milestones, including CSO costs. For the analysis, WTD
assumed that these expenditures would be delivered by project teams that have an FTE-to-consultant ratio comparable
to the distribution used by WTD in delivering the Brightwater Treatment Plant and Conveyance Megaproject.®?

A delivery capacity adjusted forecast was developed for use in the sewer rate forecast so that WTD does not secure
funding for more than what it is able to spend with its anticipated resources. It was developed by multiplying the
historical average expenditure per FTE (5944,140 in 2023 dollars) by the projected total productive FTEs each year (350
in 2025). Annual FTE additions were capped at 50 per year as the basis for a reasonably realistic recruiting and hiring
assumption.

For the 2026 sewer rate, WTD sequenced current and conceptual projects to balance under the expenditures projected
using this model. WTD is also beginning to model and forecast staff labor resources needed to deliver the identified
capital program. This analysis will incorporate historical data indicating WTD labor resources needed to deliver projects
of various sizes. The current resource constraint analysis is intended to identify how much WTD can reasonably expect
to deliver. The second analysis supports planning and budgeting staff resources to deliver projects. WTD will continue to
review and update these analyses as more data and experience is gained in the coming years.

13 The history of the construction of the Brightwater Treatment Plant and Conveyance Megaproject is here.
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Figure 11 shows the annual capital investments included in the proposed sewer rate and financial forecast in their
respective portfolio categories.

Figure 11 Proposed Capital Investments by Portfolio Category for 20-Year Forecast
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Capital Improvement Program Funding

The capital improvement program is funded by two primary sources: 1) cash generated from the sewer rate and capacity
charge revenues; and 2) debt financing from revenue bonds or low-interest state and federal loan programs.

Cash Funding

Since 2023, WTD has used an original cost depreciation method for setting cash funding targets for its capital program.*
This method consists of targeting annual cash funding generated from sewer rate revenue, equivalent to WTD’s annual
depreciation (including estimated new depreciation resulting from completion of projects in the CIP that become
depreciating assets). The total forecasted depreciation over the next 10 years translates into approximately 28 percent
of the total CIP. Cash-funding requirements are averaged over the next 10 years of the forecast period, allowing WTD to
smooth rate increases and produce a more stable rate path.

Since the target cash funding is accumulated over the course of the year, a single year-end transfer to the construction
fund from the operating fund makes the cash available for funding capital projects in the following year.

14 Depreciation is an accounting concept that divides an asset’s cost by its estimated useful life, representing how much that asset is
expected to wear out or lose value every year. Original cost refers to the actual cost of an asset, rather than the cost adjusted for
inflation.
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Debt Financing

Debt financing is used to provide the remaining funds needed after the use of cash. Debt financing represents 72
percent of total project funding over the next 10 years. The main sources of debt available to WTD include state loans,
federal Water Infrastructure Finance and Innovation Act (WIFIA) loans, and revenue bonds.*®

As interest rates began rising in 2022, WTD successfully reduced its reliance on issuing new high-interest revenue bonds
in 2022 and 2023. This was possible due to a large bond issuance in 2020 at record-low interest rates, low-cost
commercial paper for interim financing, and the availability of state and federal loans at below-market interest rates.

Figure 12 shows the capital funding forecast and the use of various debt instruments secured to fund the capital
program. The higher cash funding shown in 2025 is the result of a debt defeasance transaction postponed from
November 2024 to February 2025.

Since state and federal loans work on a reimbursement basis, WTD needs to issue interim debt prior to being
reimbursed for the project costs. Once reimbursed, WTD can retire the interim debt, which is then available for future
projects that require interim financing. By 2031, WTD plans to draw on its $284 million WIFIA loan to reimburse interim
debt. This strategy is beneficial as WTD can use low-interest interim debt during the construction period while remaining
eligible for an interest rate reduction, provided the loan remains undrawn, capital expenditures do not exceed 51
percent of total costs, and the 30-year U.S. Treasury rate is lower than when the loan agreement was first signed.

Figure 12 Capital Funding Sources
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Figure 13 illustrates how, as existing debt is retired, repayment capacity is replaced by new debt issued to fund the
capital program. Figure 14 shows how WTD’s debt-to-asset ratio declines over time, demonstrating the higher cash
funding percentage over time.

15 Debt financing occurs when WTD borrows from investors in the municipal bond capital markets or signs loan agreements with
state and federal agencies.
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Figure 13 Existing and New Debt Balances
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Figure 14 Debt to Asset Balance
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State Revolving Fund Loans

Joint Ship Canal Water Quality Project. In 2022, the Joint Ship Canal project was awarded $3 million in addition to $23
million awarded in 2021, for a total of $26 million at a 1.4 percent interest rate. The $26 million state revolving fund
(SRF) loan amendment was approved by Ordinance 19575 in February 2023. It will provide $12.6 million in total savings
over a 30-year period due to a low interest rate.’® WTD plans on drawing from this loan as construction progresses over
the course of 2025 and 2026.

Multiple SRF Loan Agreements. In 2024, Council approved multiple SRF loan agreements with Ecology to support key
wastewater projects. On February 27, Council approved a $9.4 million SRF loan at 1.4 percent interest over 30 years for
the West Point Passive Weir Emergency Bypass project.’” On September 24, Council approved two 20-year SRF loan
agreements to fund $10.2 million for the West Duwamish CSO Control project and $14.9 million for the West Point
Treatment Plant Raw Sewage Pump Replacement project at 1.2 percent interest.'® On December 10, Council approved
two additional 20-year SRF loans at 1.2 percent interest, including $1.1 million for the West Point Treatment Plant Grit
Classifier Replacement project and $8.1 million for the Sammamish Plateau Diversion project.!® The $43.7 million in SRF
funding will provide an estimated $22.6 million in total savings over the life of the loans.

Water Infrastructure Finance and Innovation Act Loans

Joint Ship Canal Water Quality Project. In January 2021, WTD was awarded a $96.8 million WIFIA loan at 1.69 percent
interest, which will provide an estimated $32.5 million in total savings over a 35-year period due to a low interest rate.
In April 2024, WTD made its first $9.6 million draw, with the final draw to occur by March 2028. WTD plans on drawing
from this loan as construction progresses over the course of 2025 and 2026.

WIFIA Master Agreement. In January 2024, the County was awarded its first WIFIA Master Agreement for the King
County Wastewater 2024 Improvement Projects in the amount of $498.3 million. At the time of signing, the agreement
was estimated to generate $73.9 million in total savings. The Master Agreement will finance 11 water quality projects
across four separate loan tranches over the eight years of construction. The first loan tranche was signed in conjunction
with the Master Agreement in the amount of $194.1 million at 4.4 percent interest for the group of West Point
Treatment Plant projects. In December 2024, WTD signed its second loan tranche in the amount of $89.9 million at 4.44
percent interest for two projects at South Plant. WTD plans to fund the projects with low-cost interim commercial paper
and draw upon the loans at a later date.?° Although the interest rate is higher than prior WIFIA loan agreements, WTD
can apply for an interest rate reduction over the next several years, which would reduce WTD’s expected debt service.
The subsequent two loan tranches (totaling $214.3 million) are slated to be signed in 2025 and 2026.

Proposed Legislation to Restore Tax-Exempt Advanced Refunding

Tax-exempt bonds are issued by state and local governments for public infrastructure projects. WTD uses tax-exempt
bond financing as its primary source of long-term financing for the capital program. Investors who purchase these bonds
are exempt from paying federal income tax on interest earnings, so they are willing to buy the bonds at a lower interest
rate than those of conventional bonds, which translates as lower-cost debt to the borrower. Prior to the 2017 federal

16 Ordinance 19575 can be found here.
7 Ordinance 19739 can be found here.
18 Ordinance 19821 can be found here and Ordinance 19822 here.
1% Ordinance 19876 can be found here and Ordinance 19874 here.

20 Commercial paper is a commonly used type of unsecured, short-term debt typically used for interim financing purposes with
maturities ranging between one and 270 days. WTD can issue up to $175 million in commercial paper for new money interim
financing and $250 million in aggregate for both new money interim financing and refunding purposes per Ordinance 19114,

2025 Sewer Rate Technical Memorandum
Page |20

RWQC Meeting Materials Page 86 May 7, 2025


https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=5982888&GUID=013EF2F7-6DBB-4283-8992-889688B31E70&Options=Advanced&Search=
https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6435628&GUID=B9E60FAD-79C9-4BC9-90A1-86B5C56FF585&Options=ID|Text|&Search=ecology+loan+agreement
https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6837627&GUID=0311A677-1C2F-49FA-9B43-D6D121020C27&Options=ID|Text|&Search=ecology+loan+agreement
https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6837642&GUID=FBA265A3-C0D7-483D-917F-913ADFF43E75&Options=ID|Text|&Search=ecology+loan+agreement
https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7003897&GUID=88B4AF20-7940-4B58-B313-8AA170A2624D&Options=ID|Text|&Search=ecology+loan+agreement
https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7003751&GUID=6CDDCD61-FB6E-4344-A6B6-F163C36E7358&Options=ID|Text|&Search=ecology+loan+agreement
https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=4549686&GUID=739A3245-684E-4A29-AD37-0723E7E31AC5&Options=ID|Text|&Search=19114

Tax Cuts and Jobs Act (TCJA), tax-exempt advance refunding bonds could be issued to refund outstanding tax-exempt
debt with higher-than-current-market interest rates.?! The TCJA eliminated tax-exempt advance refunding bonds.

In May 2024, proposed federal legislation, H.R. 8396—LIFT ACT, the Local Infrastructure Financing Tools Act, was
introduced in the U.S. House of Representatives. This is the most recent piece of legislation that would restore the tax-
exempt status of advance refunding bonds.?? WTD is closely monitoring the viability of this effort as it moves through
the legislative process and has prepared a list of potential refunding opportunities should the legislation be enacted.

The current restriction resulting from the TCJA on issuing tax-exempt advance refunding bonds does not limit the use of
cash for advance refunding. In comparison with issuing tax-exempt advance refunding bonds, the ability to take high-
interest-rate debt off the books through defeasance is limited by the utility’s ability to generate cash from ongoing
revenue sources.?

The Financial Data Transparency Act of 2022

President Biden signed the Financial Data Transparency Act of 2022 (FDTA) into law in December 2022.2* The FDTA sets
forth a sequence of regulatory steps to implement structured data requirements for the securities markets, including
the municipal bond market, with the goal of providing machine-readable, searchable, comparable (e.g., standardized),
structured financial data to investors and others. Along with other federal financial regulatory agencies, the federal
Securities and Exchange Commission (SEC) is required to adopt data standards, including municipal market data
standards for information submitted to the Municipal Securities Rulemaking Board (MSRB). In developing these
standards, the SEC is required to consult with municipal market participants and may consider the burden on smaller
issuers.

The sequence of regulatory steps is expected to take place over the next year, with municipal market data standards
adopted by December 2026. As the proposed scope and content of these standards becomes clearer, including
rulemaking through SEC and MSRB, state and municipal issuers will have an opportunity to comment directly and
through industry groups, and to take steps to be ready to comply with the final standards. WTD is following this
development closely with bond counsel and the County’s financial advisor.

Tender Offer

In 2024, WTD conducted its first tender offer transaction to produce cost savings. In a traditional current refunding, the
County issues new bonds to repay existing bonds as soon as they become callable, typically 10 years after issuance.®
This allows the County to replace high-interest debt with low-interest debt, reducing overall borrowing costs. A tender
offer, on the other hand, allows the County to buy back outstanding bonds from investors before they become callable,
but participation by the investor is voluntary. This strategy leverages the interest-rate environment to produce cost
savings that would not otherwise exist through a defeasance or current refunding, particularly for low-coupon, tax-
exempt, and taxable bonds. The County works with its underwriters in a negotiated deal to determine the purchase
price of the bonds that encourages investors to sell their bonds while generating cost savings for the County. In 2024,
WTD generated $28.7 million in total savings and $20.6 million in present-value savings (6.4 percent), surpassing the
County’s minimum present value savings threshold of 5 percent.

21 The Tax Cuts and Jobs Act can be found here.

22The LIFT - Local Infrastructure Financing Tools Act - can be found here.

23 Defeasance is the process of setting aside funds or assets to repay a debt or obligation, thereby releasing the debtor from further
liability.

24 The Financial Data Transparency Act can be found here.

25 The terms “callable” or “call date” refers to the point in time when the bonds can be prepaid or refinanced.
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Defeasance

Cash generated from the funding policy can be used to directly fund capital spending or to pay down higher-interest
outstanding debt. This accomplishes the same debt-balance outcome as directly cash-funding the CIP, while replacing
high-interest-rate debt with lower-interest-rate new debt in the current market. A defeasance transaction usually occurs
when interest rates are favorable enough to achieve maximum savings and meet the County’s minimum savings
threshold of 5 percent of the par amount of the refunded bond.?® In February 2025, WTD generated $8.6 million in total
savings and $7.2 million in present-value savings through this mechanism.?’

Figure 15 demonstrates how the use of the cash collected from sewer rate revenue for CIP funding can be used for
defeasance and accomplish the same debt-balance management goal.

In the no-defeasance scenario, new bonds are issued and added to the debt balance at 60 percent of the annual CIP,
while the remaining 40 percent is cash-funded. The sample ending debt balance in this scenario is $800.

In the defeasance scenario, additional debt is issued to cover the full CIP (rather than 60 percent), which frees the cash
from rates to pay down outstanding higher-interest-rate debt. There is an effective exchange of higher-interest-rate
debt on the books for lower-interest-rate debt available at current market conditions. The sample ending debt balance
in this scenario is also $800.

Figure 15 Sample Defeasance

Capital Funding No Defeasance

CIP 100 100 100 100 100
Cash from Sewer Rate Revenue 40 40 40 40 40
New Debt Proceeds 60 60 60 60 60
Total Funding 100 100 100 100 100
Beginning Debt Balance 500 560 620 680 740
Plus New Issuance 60 60 60 60 60
less: Defeasance - - - - -
Outstanding Debt Balance Y-E 560 620 680 740 800
Capital Funding 100% Use of Cash for Defeasance

CIP 100 100 100 100 100
Cash from Sewer Rate Revenue 40 40 40 40 40
New Debt Proceeds 100 100 100 100 100
Total Funding 140 140 140 140 140
Beginning Debt Balance 500 560 620 680 740
Plus New Issuance 100 100 100 100 100
less: Defeasance (40) (40) (40) (40) (40)
Outstanding Debt Balance Y-E 560 620 680 740 800

26 par value is the amount that the issuer agrees to pay the bondholder upon maturity of the bond. It is also used to calculate the
interest payments on the bond.

27 “present-value savings” assists in analyzing the current worth of future savings by taking the time value of money and interest
rates into account. This can change based on interest rates and the year savings are realized.
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Reserves Management

WTD maintains financial reserves that address minimums required by debt covenants (contracts), working capital
targets, management of loan proceeds, and other capital resources, rate increase smoothing, and mitigation of revenue
risk. This section describes those reserves and the reserve levels targeted in the financial forecast.

Figure 16 Summary of WTD Reserves?®

American Water Works Assoc.
Description

Reserve Name Policy Goal or Purpose Establishment

Maintaining adequate operating reserves

10% of operating expenses (equivalent enhance a system’s ability to manage
Liquidity Reserve to 36 "days" of cash) plus $5 million of In 2012 by Motion 13798 potential risks, provides the ability to
ending cash balance in the capital fund manage fluctuations in revenue, and the

ability to meet working capital needs

$15 million for "unanticipated system
repairs or equipment replacement in
the event of a natural disaster or some
unforeseen system failure”

Even with the most diligent capital planning
In 2012 by Motion 13798 efforts, utilities must be prepared for
unplanned or accelerated capital projects

Capital Emergency Reserve

Allow WTD to "adopt a multiyear sewer When specifically included in a utility’s bond
o rate to pro:nde stable costs to sewer In 1999 by the RWSP adopted indenture, rate stabilization rgserves can be
Rate Stabilization Reserve customers" and "ensure that adequate . used to help meet debt service coverage
. . by Ordinance 13680 . o
funds are available to sustain the rate requirements during times of revenue
through completion of the rate cycle" shortfalls

Most often, a debt service reserve fund
Bond covenants adopted by ~ (DSRF) is established as a legal covenant of
Bond Ordinances (most recent a debt issuance and is used in whole or in

Amount equivalent to the maximum
Parity Bonds Debt Service ~ annual debt service on outstanding

. o
Reserve senior lien debt (revenue bonds and 19785) part to pay debt service in the event of a
WIFIA loans)
revenue shortfall
SRF Loans Debt Service Amount equivalent to the average Loan agreements adopted by
Reserve** annual debt service of each loan individual ordinances

*Springing amendment from Ordinance 18588 (2017) established that when bonds issued post amendment represent 51% of the total the reserve can
be reduced or eliminated

**Ecology eliminated this provision for loans awarded after 2018

Water Quality Operating Fund 4611

Liquidity Reserve

The Liquidity Reserve is targeted to provide sufficient cash balances for variance of revenue and expenditures cycles
throughout the year. The working capital target is established as 10 percent of operating expenditures in any given year.
As a result, a reserve increase must be funded each year as operating expenditures increase. The proposed 2026-2045

28 The following legislation is available on the King County Council website: Motion 13798, Ordinance 13680, and Ordinance 19785
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financial forecast includes $24.9 million in Operating Liquidity Reserve and $40 million in Capital Liquidity Reserve for
2026.

Rate Stabilization Reserve

A Rate Stabilization Reserve (RSR) is unique in that bond covenants are written to allow that, in any given year, use of
this reserve can be recognized as revenue eligible for inclusion in the bond coverage calculation. In years that WTD
contributes to this reserve from Water Quality Fund revenues, that portion of revenue is deducted from the revenue
basis for calculating bond coverage. This allows WTD to use reserves to manage rate levels without compromising the
ability to meet annual bond coverage targets. Funds in the RSR also enhance the liquidity metrics used by the rating
agencies when they evaluate WTD’s credit quality.?

WTD considers the use of reserve balances in the context of Ordinance 19782, which states that the RSR is for the
purpose of smoothing rates between years.3® Use of reserves represents a one-time resource, and excess reserves
should be applied to one-time expenditures. There is no planned use of the RSR ($46.25 million) in the proposed 2026-
2035 sewer rate forecast.

Unrestricted Operating Balances

Funds exceeding minimum reserve levels in the Operating Fund at year-end are unrestricted and evaluated for optimal
use. Some uses for unrestricted funds include potential transfer to the Construction Fund or contribution to defeasance
transactions.

Water Quality Construction Fund 3611

Unrestricted Construction Fund Balances

WTD’s Water Quality Construction Fund is where capital project costs are charged, loan proceeds are reserved and
spent, transfers are received for cash-funded capital from the Operating Fund, and capital reserves, such as the Asset
Management Reserve, are maintained. Accumulated reserves above the policy minimum are used to fund projects.

In 2024, WTD established a minimum $35 million ending balance in the capital fund to complement its $5 million capital
liquidity reserve. This change reflects the increase in monthly capital spending since the inception of the policy. The
Construction Fund balance is projected to end at the $40 million liquidity reserve target in each year of the financial
forecast.

Asset Management Reserve

The Asset Management Reserve is maintained as an emergency reserve and, as such, is not forecast to deviate from the
$15 million balance. This reserve could be an important resource if an asset failure should occur during a period of
significant revenue constraint.

Debt Reserves 8921 and 8922

WTD’s debt reserve minimums were originally established as a requirement in bond covenants or by the loan-granting
agency. However, with 51 percent of bondholders consenting to the “Springing Amendment” through their purchase of
parity bonds, WTD is no longer required to maintain an amount equal to the maximum annual debt service on

2 Liquidity metrics refer to quantitative measures that evaluate an agency’s ability to meet its financial obligations by assessing the
availability of liquid assets (cash).
30 Ordinance 19782 is available on the King County website.
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outstanding parity bonds in the Debt Service Reserve Fund (DSRF).3% 3233 |n June 2024, Council approved Ordinance
19785, which not only authorizes the issuance of $1.2 billion in senior lien debt, but it also provides the framework for
the finance director to change the definition of reserve requirement. This means the County can create different reserve
requirements for different sets of parity bonds, including the bonds themselves. The County could also lower any
reserve requirement, even down to zero, in any calendar year, as long as it is less than the maximum annual parity debt
service. WTD will receive recommendations on how to best utilize the $145.3 million in the DSRF from the County’s
financial advisor, along with input from credit rating agencies. Currently, the DSRF meets this minimum requirement by
maintaining a balance of $174.9 million in the reserve fund. The balance consists of $145.3 million in cash and
investments and $29.6 million in surety bonds.

Ecology had a reserve requirement but eliminated this provision for loans awarded after 2018. Reserves for pre-2018
Ecology loans decreased from $13.5 million to just $219,400 after the refunding of a group of loans in 2021 and the
repayment of the Denny Way Elliott West Pipeline SRF loan.

Figure 17 Surety Bond Summary

Provider Amount Moody's/S&P Rating Expiration

Surety Bonds National Public Finance Guaranty Corp. $ 5,010,273 A3/A 2035
Assured Guaranty Municipal Corp. $ 4,880,916 A3/AA 2036
Assured Guaranty Municipal Corp. $ 7,189,850 A3/AA 2036
Assured Guaranty Municipal Corp. $ 12,500,001 A3/AA 2047
Subtotal $ 29,581,040

Cash and Investments $ 145,339,942

Total $ 174,920,982

Revenue

The sewer rate and capacity charge, together, made up 93 percent of total operating revenues for 2024. Figure 18
shows WTD’s 2024 revenue and projected 2025 and 2026 revenue by source.

31 Ordinance 19785 is available on the King County website.

32 parity Bonds are secured by a lien on sewer revenue and hold a priority in payment second only to operating and maintenance
expenses.

33 “Springing” refers to a provision within an Ordinance that activates certain conditions or changes to the current terms or
requirements.
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Figure 18 Operating Revenue Components Sorted by Size
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Revenue Requirement

Two tests guide rate setting and determine a utility’s annual revenue requirement: the cash test and the debt service
coverage test.

Cash Test

The utility must first ensure that it can support its cash obligations, including operating expenditures, debt service
repayment, and any financial policy targets, such as cash to fund the capital program.

King County Code 28.86.160 Financial Policies state:

King County shall charge its customers sewer rates and capacity charges sufficient to
cover the costs of constructing and operating its wastewater system. Revenues shall be
sufficient to maintain capital assets in sound working condition, providing for
maintenance and rehabilitation of facilities so that total system costs are minimized
while continuing to provide reliable, high-quality service and maintaining high water
quality standards.3*

Figure 19 shows the components that build to the total annual revenue requirement, compared with revenue under the
existing sewer rate.

34 The King County Code Title 28 can be found here.
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Figure 19 2025 - 2045 Sewer Rate Forecast Revenue Requirement
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Beginning from the bottom of Figure 19, the first stack (dark blue) in the bar represents the annual operating and
maintenance (O&M) expenses with projected inflation and growth. The second stack (teal) shows the debt service
obligations for existing outstanding WTD debt. The third stack (gray) represents new debt service repayments generated
by funding the capital program in this forecast. The top stack (yellow) represents the policy to cash-fund the capital
program from revenue, at an amount based on annual depreciation.

The dashed line shows the forecasted level of revenue generated if the sewer rate were to remain at the current 2025
rate of $58.28 for all years of the forecast, to demonstrate the utility’s funding gap at the current rate. The solid line at
the top of the bars shows the revenue meeting the annual requirement in each year based on the proposed rate

forecast.
Figure 20 Proposed 2026 Sewer Rate and 2027-2045 Forecast [also available on page 4]

2025 2026 2027] 2028 2029] 2030 2031 2032] 2033] 2034] 2035

Rate Increase % 5.75%| 7.50%| 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 $102.63 $116.49 $124.94 $134.00 $136.68 $139.42
$3.17 $4.38 $7.99 $9.01 $10.76 $12.21 $13.86 $8.45 $9.06 $2.68 $2.74

2036) 2037) 2038] 2039] 2040 2041 2042] 2043] 2044 2045

Rate Increase $

Rate Increase % 2.00% 4.50% 4.50% 4.50% 1.75% 1.75% 1.75% 0.50% 0.50% 0.50%
Monthly Sewer Rate $142.21 $148.61 $155.30 $162.29 $165.14 $168.03 $170.98 $171.84 $172.70 $173.57
Rate Increase $ $2.79 $6.40 $6.69 $6.99 $2.85 $2.89 $2.95 $0.86 $0.86 $0.87
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Debt Service Coverage Ratio Test

The second revenue requirement test is the debt service coverage ratio (DSC) test. DSC is a financial metric used to
assess an entity's ability to generate enough cash to cover its debt service obligations. DSC is calculated by taking free
cash flow, cash available after paying for operation and maintenance, and dividing it by current debt obligations. DSC is
broadly used in the industry and is of particular interest to rating agencies. MWPAAC recommended WTD maintain a
DSC ratio above 1.40 in 2017 and WTD must maintain a DSC above 1.15 per bond Ordinance. The sewer rate proposal
and financial forecast produce a DSC ratio of free cash flow to current debt obligations ranging from 1.47 to 1.77. As
shown in Figure 21, WTD's historical coverage performance has increased steadily since 2016 and achieved a record-
high DSC in 2024.

Figure 21 History of WTD DSC and Ratings

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2022 2023 2024

WTD All-in DSC Ratio 124x 133x 130x 1.32x 1.28x 1.33x 1.33x 1.36x 141x 151x 149x 158 156x 1.57x 1.72x 1.77x 1.91x

S&P Rating AA+  AA+  AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+ AA+

Moody's Rating Aa3 Aa2 Aa2 Aa2 A2 Aa2 Aa2 Aal  Aal  Aal  Aal  Aal  Aal Aal
Sewer Rate

Sewer rate revenue is the largest component of WTD operating revenues at 79 percent. SFR customers make up 56
percent of the sewer rate customer base and are billed at one unit per household, regardless of water use. The
remaining 44 percent of residential customer equivalents (RCEs) are comprised of commercial and multifamily
customers in a combined rate class. An RCE is a unit used for billing purposes that converts reported water use (as a
proxy for sewage flows) to the approximate equivalent of one SFR. As defined in the LSA contracts and King County Code
28.86.160, Financial Policy 15, one RCE is equal to 750 cubic feet of water usage per month.

Billing Structure

In contrast to the retail agencies that read meters and bill customers, either monthly or bimonthly, RCE reporting and
billing are performed on a quarterly cycle. As shown in Figure 22, billings for the SFR class in a given quarter are based
on RCEs reported in the quarter before the previous one (e.g., Q2 billing is based on Q4 reported).

The commercial and multifamily billing structure includes additional delays because these billings are based on a
quarterly rolling average of RCEs, with the intent to minimize variability of billings to the agencies.

Figure 22 RCE Reporting to Sewer Rate Billing Lag

Q1-23 Q223 Q323 Q423 Q1-24 Q2-24
Single Family Residential Reported Billed

Commercial / Multi-Family i Four quarter average I {Billed 1

Figure 22 shows the historical trend in total customers billed since 2011.
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Figure 23 Reported SFRs and Flow-Based RCEs by Quarter (2011-2024)
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Historical Sewer Rate Increases

To provide context for the historical rate of growth to the revenue needs of the utility, rate increases since 1990 are
provided in Figure 24. Since 1990, the average annual rate increase is 4.6 percent.
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Figure 24 Historical Sewer Rate Increases (1990-2024)

Sewer  Percent Sewer  Percent
Year Rate Increase Year Rate Increase
1990 $11.90 - 2008 $27.95 0.0%

1991 $13.20 10.9% 2009 $31.90 14.1%
1992 $13.80 4.5% 2010 $31.90 0.0%
1993 $13.62 -1.3% 2011 $36.10 13.2%
1994 $15.90 16.7% 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%
1999 $19.10 0.0% 2017 $44.22 5.2%
2000 $19.50 2.1% 2018 $44.22 0.0%
2001 $19.75 1.3% 2019 $45.33 2.5%
2002 $23.40 18.5% 2020 $45.33 0.0%
2003 $23.40 0.0% 2021 $47.37 4.5%
2004 $23.40 0.0% 2022 $49.27 4.0%
2005 $25.60 9.4% 2023 $52.11 5.8%
2006 $25.60 0.0% 2024 $55.11 5.8%
2007 $27.95 9.2% 2025 $58.28 5.8%

Annual Average Change: 4.6%

Biennial Average Change: 9.5%

2026 Sewer Rate Proposal and 2026-2045 Forecast

After determining revenue requirements and revenue generated from other sources, the sewer rate proposal is
developed to meet both the cash test and the DSC test. A monthly sewer rate of $62.66 in 2026, which is a 7.5 percent
increase, is proposed in the Ordinance.

While an increase in the rate forecast is proposed, the 2026 proposed rate is only slightly higher than the 7 percent
forecast in the 2025 rate process. The 2026 updated rate forecast beyond the 2026 proposed rate include higher rate
increases as shown in Figure 25 and Figure 26 below. Highlighted changes between rate forecasts include:

1.

Extending forecast from 10 to 20 years—Initiated in response to Council Motion 16449, the rate forecast
now extends to 20 years, instead of the previous 10. The extended forecast involves significant uncertainty
in later years. Per the consultant report developed by Raftelis in response to Motion 16410, “rates are
typically only forecasted for five years due to the uncertainties associated with long-term capital forecasting
and future costs.” The report also found that peers develop greater certainty for projects’ scopes and costs
across the project categories for the five- to 10-year projected capital budgets. Other than asset
renewal/replacement, capital cost estimates beyond 10 years “were noted to be order of magnitude and
subject to large changes.”

CSO Consent Decree cost estimates and schedule—WTD received updated cost estimates on the Mouth of
the Duwamish Combined Sewer Overflow project mandated by the federal CSO consent decree. This
estimated cost increased from $1.98 billion to $3.37 billion, as well as moving projected costs earlier in the
project schedule. This resulted in steeper forecast rate increases than in the 2025 sewer rate process.
Additionally, in 2024 WTD negotiated a modification to its CSO consent decree to a new completion date of
2037, three years sooner than it was assumed in previous rate forecasts.

Revised approach to forecasting delivery constraints—Formerly, WTD used an “Accomplishment Rate” that
effectively deferred costs outside of forecast period. Beginning in 2026, project costs are now individually
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sequenced within expected delivery capacity constraints, and early years in the forecast are adjusted for
schedule risk, deferring a portion of the costs to later years. This means that $2.3 billion of project costs
previously deferred outside the 10-year forecast period are fully represented in the 20-year forecast period.

4. O&M increases to meaningfully address operational needs over the next five years—WTD is prioritizing
necessary investments to operate and maintain both the growing system and increasing regulatory
requirements on the system.

Figure 25 Adopted 2025 Sewer Rate and 2026-2034 Forecast

2025-2034 Rate Forecast Adopted

2025 Adopted Sewer Rate 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Rate Increase % 7.00% 7.00% 7.00% 8.25% 8.25% 8.25% 9.25% 9.25% 9.25%
Monthly Sewer Rate $62.36 $66.73 $71.41 S$77.31 $83.69 $90.60 $98.99 $108.15 $118.16
Rate Increase $ $4.08 $4.37 $4.68 $5.90 $6.38 $6.91 $8.39 $9.16 $10.01

Figure 26 Proposed 2026 Sewer Rate and 2027-2045 Forecast [also available on page 4]

P3638  2026] 2027] 2028 2029) 2030 2031 2032] 2033] 2034] 2035

Rate Increase % 5.75%| 7.50%| 1275% 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 $102.63 $116.49 $124.94 $134.00 $136.68 $139.42
Rate Increase $ $3.17| $438| $7.99  $9.01 $1076 $12.21 $13.86  $845  $9.06  $2.68  $2.74

2035  2036] 2037) 2038 2039] 2040] 2041] 2042] 2043] 2044] 2045
Rate Increase % 200% 450% 4.50% 450% 175% 175% 175% 0.50% 050%  0.50%
Monthly Sewer Rate $14221 $148.61 $15530 $162.29 $165.14 $168.03 $170.98 $171.84 $172.70 $173.57
Rate Increase $ $279  $640  $6.69  $6.99  $2.85  $2.89  $2.95 $0.86  $0.86  $0.87
Capacity Charge

Since 1990, King County has levied a capacity charge on structures with new connections to the sanitary sewer
system.3 38 37 This charge is paid over 15 years and is in addition to the monthly sewer bill assessed by the LSA. Newly
connecting customers are directly billed by King County for the capacity charge. The capacity charge rate is set annually
by the County Council and is $76.09 per month over the 15-year payment period for properties connecting in 2025.

The Revised Code of Washington (RCW) 35.58.570 authorizing the capacity charge states:

(1) A metropolitan municipal corporation that is engaged in the transmission, treatment,
and disposal of sewage may impose a capacity charge on users of the metropolitan
municipal corporation's sewage facilities when the user connects, reconnects, or
establishes a new service to sewer facilities of a city, county, or special district that
discharges into the metropolitan facilities. The capacity charge shall be based upon the

35 More information on the King County Capacity Charge can be found here.

36 |n 1992, voters approved an amendment to the County's charter that authorized the merger of King County with the Municipality
of Metropolitan Seattle (Metro), with the phased merger effective in 1994. More information on the merger is available here. As
successor to Metro, the County assumed Metro’s rights and obligations, including authority to impose the capacity charge.

37 Revised Code of Washington 35.58.350
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cost of the sewage facilities' excess capacity that is necessary to provide sewerage
treatment for new users to the system.

(2) The capacity charge is a monthly charge reviewed and approved annually by the
metropolitan council .3

Currently, state statute does not allow the County to require up-front payment of the capacity charge, which is the most
common industry approach to new development charges, such as impact fees and utility connection charges.?® The
monthly charge reference is unique to the authorizing language for metropolitan municipal corporations and is not
included in RCW authority for city and special-purpose district connection charges that share much of the same
language.*°

King County Code 28.86.160 Financial Policies state: “The capacity charge may be paid by new customers in a single
payment or as a monthly charge at the rate established by the council...”

Customers may elect to pay the capacity charge in one lump sum or be billed quarterly based on the monthly rate for 15
years. The charge is linked to the property, meaning that the charge transfers between owners of the property until the
capacity charge is paid off.

Capacity Charge Rate Structure

In 2020, the County approved updates to the rate structure of the capacity charge.** As of January 1, 2021, the County
began using small, medium, and large classes for newly connecting single-family residential properties. The classification
differential is based on data that links the home size to average persons per household, and average persons per
household to capacity demands from the connecting property.

The RCEs assigned to single-family homes is based on size: small (<1,500 sq. ft. = 0.81 RCE), medium (1,500-2,999 sq. ft.
=1 RCE), and large (>3,000 sq. ft. = 1.16 RCE).

Using persons-per-household data also resulted in an update to RCEs assigned to multifamily units. King County Code
provides a permanent classification for accessory dwelling units, such as backyard cottages and basement apartments,
set at 0.59 RCE per unit.*

Multifamily structures are billed by unit at 0.81 RCEs for two to four units and 0.64 RCEs for five or more units.
Commercial structures are billed based on fixture counts and/or flows.

A list of historical capacity charge rates from 2003 is provided in Figure 27 below.

38 Revised Code of Washington 35.58.570

39 A 2015 internal WTD survey of utility connection charges for 18 comparable agencies nationwide included data on when the
charge is assessed to new connections for 13 of the 18 agencies. Of the 13, 100 percent required payment at the time of permitting
or service application. Only WTD did not require payment as a condition of development through the permitting/service application
process.

40 RCW 35.92.025 for Cities and Towns, and RC\W 57.08.005 for

Districts.

41 More information on the capacity charge review study can be found here.

42 King County Code 28.84.050 0.3.
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Figure 27 Historical Capacity Charge Increases (2003-2025)

Capacity Charge

Year (Monthly) Percent Increase
2003 $17.60

2004 $18.00 2.3%
2005 $34.05 89.2%
2006 $34.05 0.0%
2007 $42.00 23.3%
2008 $46.25 10.1%
2009 $47.64 3.0%
2010 $49.07 3.0%
2011 $50.45 2.8%
2012 $51.95 3.0%
2013 $53.50 3.0%
2014 $55.35 3.5%
2015 $57.00 3.0%
2016 $58.70 3.0%
2017 $60.80 3.6%
2018 $62.60 3.0%
2019 $64.50 3.0%
2020 $66.35 2.9%
2021 $68.34 3.0%
2022 $70.39 3.0%
2023 $72.50 3.0%
2024 $74.23 2.4%
2025 $76.09 2.5%

Capacity Charge Updates

WTD’s regular updates to the underlying assumptions are guided by the King County Code 28.86.160, Financial Policy 15,
which states: “Customer growth and projected costs, including inflation, shall be updated every three years beginning in
2003. The county should periodically review the capacity charge to ensure that the actual costs of system expansion to
serve new customers are reflected in the charge.”*®

The 2023 capacity charge update was planned to be a transition from the County’s Regional Wastewater Service Plan
(RWSP) to an updated comprehensive plan for the WTD system. The comprehensive plan for the utility serves as the
basis for projecting the number of customers, capital projects needed for capacity, and financial assumptions.* The
timing of this transition depended on progress of the regional plan update. The plan update was paused in 2021 to
consider feedback and due to regulatory uncertainty for the Nutrients and Combined Sewer Overflow Consent Decree;
the update resumed in 2024.

Ordinance 19403 passed on March 8, 2022, and provided time to incorporate the updated regional planning inputs and
develop the policy updates for the capacity charge methodology work that is in progress.® It deferred the update of
customer growth and projected costs scheduled for transmittal to the Council with the proposed 2023 sewer rate in
2022. The update was deferred until the next annual sewer and capacity charge rate proposal following the Council’s
approval of an update to the RWSP or until 2024, whichever came first, and 2024 came first.

43 The King County Code Title 28 can be found here.
4 Information on the RWSP is available here.
45 King County Ordinance 19403 can be found here.
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The 2024 capacity charge update utilized the existing capacity charge methodology established in 2003 and calculated
the proposed capacity charge rates for 2025 and 2026. This methodology work is resuming, and an updated
methodology is anticipated to be in place ahead of the next three-year update cycle.

Figure 28 shows the 2026 proposed capacity charge of $77.99 and projects the charge and related lump-sum elective
payment option for the forecast period.

Figure 28 Proposed 2026 Capacity Charge and 2027-2030 Forecast [also available on page 5]

Capacity Charge 2025 2026 2027 2028 2029 2030
Monthly Charge $76.09 $77.99 $79.94 $81.94 $83.99 $86.09
Increase % 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Increase $ $1.86 $1.90 $1.95 $2.00 $2.05 $2.10
Annual Total $913 $936 $959 $983 $1,008 $1,033
Total Payments (15 years) $13,696 | $14,038 | $14,389  $14,749  $15,118  $15,496
Upfront Payment* $9,684 $9,926 | $10,174 $10,429 $10,690  $10,957

*Discount rate of 5.05%

Capacity Charge Revenue Forecast

The majority of capacity charge revenue comes from regular capacity charge customer billings, with the rest coming
from elective pre-payments. Ongoing payments are stable, while pre-payments vary significantly from year to year and
are difficult to forecast.

Figure 29 shows the historical split between ongoing payments and elective pre-payments for the last 13 years (2012-
2024). Until 2019, ongoing capacity charge pre-payment revenues grew at an average annual rate of more than 9
percent, driven by a regional construction boom that added large numbers of new connections every year. The growth
rate slowed significantly during 2020-23, before increasing again in 2024. Capacity charge pre-payments have ranged
between 14 to 31 percent of total capacity charge revenues, without a clear, discernible pattern from one year to the
next. Pre-payments in the global COVID-19 pandemic-impacted years of 2020 and 2021 decreased to levels close to the
averages seen before the record-high years of 2017, 2018, and 2019. The full capacity charge revenue forecast can be
found in the Appendix.
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Figure 29 Historical Capacity Charge Ongoing Payments and Prepayments (2012-2024)%¢
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Capacity charge revenues are forecasted based on an analysis of connection growth and the percentage of pre-
payments in any given year. This results in an overall capacity charge revenue increase of 3 to 7 percent per year
throughout the forecast period, as shown in Figure 32.

Other Revenues

Interest earnings

Interest earnings, also known as investment income, is revenue obtained by the County’s Water Quality Fund through
investments of its cash balances in the King County Investment Pool (Pool). The Pool pursues a low-risk investment
strategy that prioritizes the availability of funds for its participating agencies to meet daily cash-flow requirements. In
2024, WTD cash balances averaged approximately $630 million throughout the year, which included cash balances for all
WTD reserve accounts.

Interest-rate forecasts for the Pool come from King County’s Office of Economic and Financial Analysis. The 2025 interest
rate is estimated to be 3.9 percent.*’ Changes to interest rates have a limited impact on WTD revenues, representing
less than 1 percent of total revenue. Any reduction of interest earnings is significantly offset by savings from a lower cost
of debt.

High-Strength Surcharge, Septage, Resource Recovery

Other WTD income is generated from more than 25 separate revenue sources. The largest of these sources come from
the high-strength surcharge, resource recovery activities (methane sales with renewable identification numbers, or

46 Ongoing payments include penalty fees that have ranged between $0.4 million and $1.3 million a year.
47 The August 2024 forecast is available here.
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RINs), and septic hauler fees.*® The high-strength surcharge recovers the additional operating costs imposed by treating
high-strength wastewater and is defined by King County Code (KCC 28.84.060 (M) (3)). In 2025, the rate was $0.4419 per
pound of biological oxygen demand, and $0.4715 per pound of total suspended solids. WTD conservatively assumes that
RINs revenue will decrease from over $7 million in the last few years to $4 million after 2025, due to the risk of changes
to existing regulatory framework under a new federal administration. Septic hauler fees have declined by about 25
percent since 2022, from $4 million to $3 million. Per conversations with septic haulers, this is related to the opening of
a private facility in Sumner that opened at that time and diverted some of septage treated. Due to this, septage
revenues are not forecast to increase. Most of the other revenue components are forecast at 3 percent annual growth.

Reference

Supplemental WTD Debt Information
Figure 30 2024 Year-End Outstanding Debt Balances*

Sewer System Obligations Amount Outstanding Final Maturity  Ratings
Parity Bonds (Senior Lien) 2,047,647,400 2055 Aal/AA+
Parity Lien Obligations (LTGO) 697,935,000 2045 Aaa/AAA
Junior Lien Obligations 355,875,000 2042 Aa2/AA
Multi-Modal LTGO/Sewer Revenue Bonds 100,200,000 2050 Aaa/AAA
State SRF and PWB Loans 297,377,846 2056

Total Sewer Obligations 3,499,035,246

Types of WTD Financing

Bonds

Sewer revenue bonds are secured by a pledge of revenue of the sewer system, subject to payment of all operating and
maintenance expenses of the sewer system. When revenue bonds are additionally backed by a pledge of the full faith
and credit of the issuer (meaning the County’s General Fund revenue and taxing power), the bonds are referred to as
limited tax general obligation (LTGO) bonds. Sewer revenue bonds can also be issued at the junior lien, which is
subordinate to both senior lien sewer revenue bonds and LTGO bonds.

State Loans

WTD receives loans from Ecology under the SRF Loan Program and from the Washington State Department of
Commerce’s Public Works Board.>® The loans require either semi-annual or annual payments of principal and interest
from 2025 through 2056, and bear interest at stated rates from 0.5 percent to 2.7 percent. As of December 31, 2024,
the balance due on all state loans is $297.4 million. State loans are secured by a subordinate lien on the net revenues of
the system.”!

48 ARIN is a is a serial number assigned to a batch of biofuel for the purpose of tracking its production, use, and trading.

4 Excludes principal payments from January 1, 2025, that had already been transferred to the debt service fund in December 2024.
50 More information on the Public Works Board can be found here.

51 "Subordinate" liens are those that can only be paid after more senior liens are released.
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WIFIA Loans

WIFIA is an established federal loan program administered by the EPA for eligible water and wastewater infrastructure
projects. The WIFIA program accelerates investment in the nation's water infrastructure by providing long-term, low-

cost supplemental loans for regionally and nationally significant projects at a maturity similar to the U.S. Treasury rates.
The WIFIA loans, after draws are made, are secured by a pledge of revenue from the sewer system, subject to payment
of all operating and maintenance expenses of the sewer system. As of December 31, 2024, WTD has successfully secured
and received four federal WIFIA loan agreements, totaling $398.5 million.>?

Commercial Paper

The Commercial Paper (CP) program provides low-cost, flexible, interim financing for WTD capital projects. Its main
purpose is to provide interim financing to pay for WTD’s capital projects pending permanent financing from state and
federal loans. CP has also been utilized to refund high-interest outstanding debt and serve as a permanent element of
WTD’s variable-rate debt portfolio. As of December 31, 2024, WTD has $100.2 million in outstanding commercial paper
debt.

Variable-Rate Debt

King County Code 28.86.160, Financial Policy 14, limits the utility’s variable-rate debt exposure to a maximum amount
equal to 20 percent of all outstanding debt and, currently, WTD uses a target of 15 percent in the financial forecast.
WTD’s initial variable-rate issuance was its $100 million CP program in 1996. As of December 31, 2024, WTD has
expanded its variable-rate portfolio to $355.9 million.> Variable-rate debt allows WTD to achieve a borrowing cost that
historically has been much lower than traditional fixed-rate debt. Typically, an investor can sell variable-rate bonds back
with just a week’s notice. This type of investment warrants the lowest borrowing cost in any given interest rate
environment. Variable-rate debt is issued on the junior lien level, which is subordinate to parity bonds (senior lien sewer
revenue bonds) and parity bond lien obligations (LTGO).

Forecast Assumptions

Figure 31 summarizes the assumptions used to forecast revenues and expenditures in the 20-year financial forecast
(2026-2045).

52 Includes the following loan agreements: $17.7 million for Georgetown Wet Weather Treatment Station, $96.8 million for Joint
Ship Canal, $194.1 million for Tranche 1 Projects, and $89.9 million for Tranche 2 Projects.
53 Excludes commercial paper used for interim financing and the refunding of the 2013B Sewer Revenue Bonds.
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Figure 31 Forecast Assumptions Used in Financial Forecast®*

Forecast Assumptions:

Single-Family Residences RCE Growth 0.7% 0.7% 0.7% 0.7% 0.7% 0.7% 0.7% 0.7% 0.7% 0.7%
Multi-Family & Commercial RCE Growth 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%
Capacity Charge Ongoing Payments 7.3% 6.8% 5.2% 4.3% 4.1% 4.1% 3.2% 2.3% 1.9% 3.0%
Capacity Charge Prepayments 4.8% 3.8% 3.0% 2.4% 2.0% 1.5% 1.2% 0.9% 0.8% 0.7%
General Cost Inflation 4.0% 4.0% 4.0% 4.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Labor Cost Inflation 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
Expenditure Growth* 2.0% 2.0% 2.0% 2.0% 1.5% 1.5% 1.5% 1.5% 1.5%
Capital Cost Escalation 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Revenue Bond Rate (30 Year Term) 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Blended Variable Rate 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%
Investment Pool Earnings Rate 3.5% 3.1% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8%

*Excludes Joint Ship Canal Close-Out Costs in 2027
2024 Wastewater Treatment Division Financial Performance

Revenue

Figure 32 shows that total RCEs were 0.2 percent lower than projected and related sewer rate revenues were 0.3
percent higher in 2024.

Capacity charge revenues were $5.4 million higher than previously forecast, due to higher-than-expected elective early
payoff activity.

Other operating revenues presented better-than-forecast results, mostly due to increased RINs revenue and methane
gas sales, although high-strength surcharge revenue decreased.

Investment income exceeded the forecast, with interest rates from the King County Investment Pool averaging 4.15
percent in 2024.

Overall, revenues exceeded the 2024 forecast by 2.5 percent, 83 percent of which was driven by investment returns and
early payoffs of the capacity charge.

54 The operating costs forecast for the base year (2025) includes adjustments for significant known increases such as electricity and
chemicals, in addition to re-baselining where recent inflation has exceeded previous forecast assumptions.
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Figure 32 Wastewater Treatment 2024 Forecast vs. Preliminary 2024 Actuals®®

Wastewater Treatment Division Forecast Preliminary Variance (§)  Variance (%)
2024 Financial Performance ('000s) 2024 2024
Monthly Sewer Rate $55.11 $55.11 $0.00 0.0%
Rate Increase 5.75% 5.75% 0.00% 0.0%
Residential Customer Equivalents (RCEs) 775,653 774,178 (1,475) -0.2%
Revenue
Sewer Rate* $§ 512955 § 514634 § 1,679 0.3%
Capacity Charge 96,060 101,469 5,408 5.6%
Industrial Waste Program 10,825 10,206 (618) -5.7%
Resource Recovery 9,274 10,680 1,407 15.2%
Other Income 3,392 3,714 322 9.5%
Investment Income 19,041 26,990 7,949 41.7%
Use (Transfer to) Rate Stabilization Reserve - - - n.a.
Total - Revenue $ 651,546 $§ 667,693 $ 16,147 2.5%
Expenditures & Transfers
O&M Expenses $ (198208) $§  (205478) $ (7,270) 3.7%
Debt Service on Parity Bonds (145,514) (143,680) 1,834 -1.3%
Debt Service on Parity Lien Obligations (66,007) (65,496) 512 -0.8%
Debt Service on Subordinate Lien (33,597) (35,080) (1,483) 4.4%
Debt Retirement/ Defeasance Use of Cash** (15,974) (32,497) (16,522) 103.4%
Minimum Operating Reserve Contribution (2,520) (3,247) (727) 28.8%
Total - Expenditures & Transfers $ (461,821) $  (485,478) $ (23,657) 5.1%
Net Cash Flow $ 189,725 $§ 182,215 § (7,510) -4.0%
Beginning Balance $ 2520 $ 2520 $ - 0.0%
Net Cash Flow 189,725 182,215 (7,510) -4.0%
Policy Cash-Funded Capital (Transfer to Capital Fund) (192,245) (110,000) 82,245 -42.8%
Ending Balance $ - $ 74,735 $ 74,735 n.a.
Ending Reserve Balances
Water Quality Operating Liquidity Reserve $ 19,821 § 20,548 $ 727 3.7%
Rate Stabilization Reserve Account $ 46,250 $ 46,250 $ - 0.0%
Debt Service Coverage on Parity Bonds 3.12x 3.22x 0.10x 3.3%
Debt Service Coverage on Parity Bonds and Parity Lien Obligations 2.14x 2.21x 0.07x 3.1%
Debt Service Coverage on Total Debt Payments 1.85x 1.89x 0.04x 2.3%

*Sewer rate revenue includes a billing adjustment of $2.6m
**Includes $15.9m used for 2025 defeasance

Expenditures

In the 2023-2024 biennium, WTD realized operating expenditure savings of $4 million below budget. As noted above,
savings were realized primarily in 2023, with actuals exceeding the annualized estimate in 2024. The largest contributors

55 Audited 2024 financial information will be available in May 2025. Preliminary (unaudited) year-end financial data is presented for
comparison to the 2024 forecast from the 2025-2034 Financial Forecast.
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to underspend were staffing vacancies, delays in vehicle procurements, lower use of central services, and delays in the
WaterWorks Grant Program. Offsetting those savings were unexpectedly higher costs for settlements, electricity and
chemical costs, and repair and maintenance needs.

Debt

On June 6, 2024, WTD issued $115 million of Junior Lien Variable Rate Demand Bonds (VRDBs), with liquidity support
provided by a standby bond purchase agreement (SBPA) with Bank of America. The proceeds refunded an equivalent
amount of outstanding CP in August 2024. Together with certain optional redemptions planned prior to year-end, this
transaction will expand capacity within the CP program to provide interim financing for the WIFIA projects.

On July 24, 2024, WTD completed the negotiated sale of $392.6 million in 2024A Sewer Revenue and Refunding Bonds.
The new money portion of the $171 million par issuance was used to fund the capital program, with net proceeds of
$192.1 million deposited into the construction account on August 8, 2024. The $221.6 million par issuance for the cost-
savings portion of the transaction refunded $253.1 million of Sewer Revenue and Refunding Bonds, producing $19.3
million in total savings and $16.6 million in present value savings.

On December 10, 2024, WTD completed the negotiated sale of $399.9 million in 2024A LTGO and 2024B Sewer Revenue
Refunding Bonds. The cost-savings portion of the transaction refunded $319.2 million in LTGO and Sewer Revenue and
Refunding Bonds, generating $25.6 million in total savings and $18.5 million in present value savings (5.8 percent).
Additionally, WTD refunded $148.1 million of the multimodal 2019AB Variable Rate Demand Bonds, concluding its SBPA
with TD Bank, following a reassessment of risk management considerations.

Due to the decreased levels of debt service and slightly higher net revenue, WTD projects that it will comfortably exceed
each of its key coverage targets in 2024, namely 1.25 times senior lien debt service and 1.15 times total debt service.

Cash Funding and Defeasance

A new money par issuance of $85.9 million of senior lien 2024A Sewer Revenue Bonds was sold in August 2024. The net
proceeds, in the amount of $98.1 million, were deposited into the capital project fund, freeing up the same amount of
operating cash that was subsequently used in February 2025 to defease outstanding high-coupon bonds. This
transaction produced $8.6 million in total savings and $7.2 million in present value savings.

Net Cash Flow

WTD transferred $110 million of operating revenue to the capital fund at year-end, in addition to a $16 million
contribution to its debt service reserve and an ending cash balance of $76 million. Most of the cash balance was used in
February 2025 to defease higher interest-rate debt, along with funds released from the debt service reserve. These total
$202 million of available cash, translating into a positive variance of $10 million when compared to the $192 million in
cash-funded capital (and zero ending balance) originally projected.

Contaminants of Emerging Concern (e.g., PFAS) — Cost Tracking

Per Motion 16434: “Beginning with the 2025 sewer rate forecast, the wastewater treatment division shall include in its
technical memorandum submitted with the annual sewer rate Ordinance a section identifying the cost of activities it has
undertaken and plans to undertake to address contaminants of emerging concern, including PFAS.”>®

56 per- and Polyfluoroalkyl Substances. PFAS are a group of chemicals used to make fluoropolymer coatings and products that are
widely used in consumer products. PFAS are a concern because they do not break down in the environment, are able to move
through soils and water sources, and build up in fish and wildlife. More information about PFAS can be found here.
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PFAS Costs to Date

Between 2019 and 2021, King County evaluated the use of reclaimed water from the Brightwater Treatment Plant and
its effects on soil, groundwater, and plant tissue. Samples were analyzed for PFAS and other chemicals of emerging
concern. PFAS compounds were detected in river water, reclaimed (reuse) water, soils, and in plants that were grown in
this soil and irrigated with either river water or reuse water. These actions total an estimated $93,750 in costs, to date,
for the PFAS-portion of this work.

Between 2021-2022, King County conducted an investigation and published a report on Toxics in King County
Wastewater Effluent, Evaluating the Presence of Toxic Elements in the Effluent of Treatment Plants.>” This investigation
included the sampling of wastewater effluent for PFAS compounds at three County wastewater treatment plants.
Estimated out-of-pocket costs connected to this project totaled $24,990, related specifically to PFAS.

In 2023, King County allocated approximately $421,000 for a further investigation of PFAS in King County wastewater
facilities and landfill leachate, anticipated to be completed by mid-2025. In mid-2024, King County began tracking staff
hours associated with PFAS on a regular basis; 2024 data estimates that 300 hours and $27,300 in costs were spent.

Costs associated with the Nutrient Reduction Evaluation (total estimate of approximately $8 million) include hiring an
external consultant to conduct analyses of nitrogen removal but also with potential compounds of emerging concern
and toxics removal, including PFAS chemicals. To date, an estimated $63,500 has been spent on work attributable to

PFAS chemicals.

Costs also include 2,090 documented staff hours spent on PFAS through the end of 2023, in addition to the 300
estimated hours in 2024.

Future Costs

WTD will incur costs to comply with Ecology’s draft NPDES permit for the West Point Treatment Plant, which requires
the County to update its industrial user survey by April 30, 2025, and begin to include requirements for industries to
complete PFAS pollution prevention/source reduction evaluations starting in July 2025. The draft permit also requires
the County to include best management practices and pollution prevention strategies in its permits to industries
beginning in July 2025. The cost estimate for this work is $1 million over five years.

Other future unknown costs include monitoring for PFAS in stormwater, wastewater treatment plant influent and
effluent, biosolids, and industrial waste.

57 Report submitted as part of Motion 16384 can be found here
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Appendix. Attachment A

Wastewater Treatment Division Actual Budget Rate Proposal Projected Projected Projected Projected Projected Projected Projected Projected Projected
Attachment A - Financial Forecast 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Operating Financial Forecast - 4611 ($ '000)

Monthly Sewer Rate $55.11 $58.28 $62.66 $70.65 $79.66 $90.42 $102.63 $116.49 $124.94 $134.00 $136.68 $139.42

Rate Increase 5.75% 5.75% 7.50% 12.75% 12.75% 13.50% 13.50% 13.50% 7.25% 7.25% 2.00% 2.00%

Residential Customer Equivalents (RCEs) 774,178 780,874 787,568 792,492 797,424 802,365 807,315 812,274 817,241 822,217 827,202 832,196

Revenue
Sewer Rate! $ 514,634 $ 546,112 $ 592,188 $ 671,875 $ 762,274 $ 870,598 $ 994,257 $ 1,135,461 $ 1,225273 $ 1,322,125 $ 1,356,744 $ 1,392,297
Capacity Charge 101,469 98,149 104,960 111,668 117,122 121,924 126,634 131,421 135,314 138,247 140,689 144,577
Industrial Waste 10,206 10,258 10,310 10,362 10,415 10,468 10,522 10,575 10,629 10,684 10,738 10,793
Resource Recovery 10,680 9,509 6,584 6,782 6,985 7,195 7,410 7,633 7,862 8,098 8,341 8,591
Other Income 3,714 3,578 3,597 3,616 3,635 3,655 3,676 3,697 3,719 3,742 3,765 3,789
Investment Income 26,990 25,484 19,639 17,335 17,421 20,476 22,891 25,369 29,178 31,989 34,120 35,384
Use (Transfer to) Rate Stabilization Reserve - - - - - - - - - - - -

Total - Revenue $ 667,693 $ 693,090 $ 737,277 $ 821,637 $ 917,852 $ 1,034,317 $ 1,165,390 $ 1,314,156 $ 1,411,975 $ 1,514,885 $ 1,554,398 $ 1,595,431

Expenditures & Transfers
0&M Expenses $ (205,478) $ (227,606) $ (249,295) $ (267,664) $ (283,528) $ (299,973) $ (317,417) $ (333,056) $ (349,475) $ (366,713) $ (384,811) $ (403,813)
Existing Debt Service (260,856) (271,001) (287,706) (288,253) (260,877) (271,362) (290,154) (289,525) (260,530) (265,544) (235,871) (225,992)
New Debt Service - (11,363) (43,105) (88,669) (142,627) (217,321) (284,979) (334,152) (408,414) (465,354) (516,976) (550,610)
Debt Retirement/ Defeasance Use of Cash (15,897) (81,174) - - - - - - - - - -
Minimum Operating Reserve Contribution (3,247) (2,940) (2,169) (1,837) (1,586) (1,644) (1,744) (1,564) (1,642) (1,724) (1,810) (1,900)

Total - Expenditures & Transfers $ (485,478) $ (594,082) $ (582,275) $ (646,422) $ (688,619) $ (790,300) $ (894,295) $ (958,297) $ (1,020,061) $ (1,099,335) $ (1,139,468) $ (1,182,316)

Net Cash Flow $ 182,215 $ 99,008 $ 155,002 $ 175,215 $ 229,233 $ 244,017 $ 271,095 $ 355,859 $ 391,914 $ 415,550 $ 414,930 $ 413,116

Beginning Balance S 2,520 $ 90,004 $ - s - S - S - $ - S - S - S -8 - S -
Net Cash Flow 182,215 99,008 155,002 175,215 229,233 244,017 271,095 355,859 391,914 415,550 414,930 413,116
Policy Cash-Funded Capital (Transfer to Capital Fund) (110,000) (189,012) (155,002) (175,215) (229,233) (244,017) (271,095) (355,859) (391,914) (415,550) (414,930) (413,116)

Ending Balance® $ 74,735 S - S - S - S - S - S -8 -8 -8 -8 - S -

Ending Reserve Balances
Water Quality Operating Liquidity Reserve S 20,548 S 22,761 $ 24929 S 26,766 S 28,353 S 29,997 S 31,742 $ 33,306 $ 34,947 S 36671 $ 38,481 S 40,381
Rate Stabilization Reserve Account S 46,250 S 46,250 S 46,250 $ 46,250 $ 46,250 $ 46,250 $ 46,250 S 46,250 S 46,250 $ 46,250 $ 46,250 $ 46,250

Debt Service Coverage - Parity Bonds (Senior Lien) 3.22x 3.34x 2.81x 2.43x 2.49x 2.37x 2.15x 2.18x 2.18x 2.05x 1.93x 1.95x

Debt Service Coverage - All-In Debt Service 1.77x 1.65x 1.48x 1.47x 1.57x 1.50x 1.47x 1.57x 1.59x 1.57x 1.55x 1.53x

Sewer rate revenue in 2024 includes a billing adjustment of $2.6m

’Difference between 2024 ending balance and 2025 beginning balance ween funds

Capital Funding Forecast - 3611 & 3612 ($ '000)

Beginning Balance S 119,476 $ 182,707 $ 189,012 $ 155,002 $ 175,215 $ 229,233 S 244,017 $ 271,095 $ 355,859 $ 391,914 $ 415,550 $ 414,930
WIFIA Proceeds 9,616 16,927 15,907 15,588 5,617 - - 284,000 - - - -
State Loan Proceeds 35,355 54,267 15,651 878 - - - - - - - -
Variable Rate Debt Proceeds - 154,157 17,445 106,670 82,713 134,317 171,043 157,514 155,110 163,190 145,345 146,539
Commercial Paper / Interim Financing 66,000 49,725 108,632 22,982 5,472 - - - - - - -
Retirement of Interim Financing - (35,620) (18,172) (18,548) (5,472) - - (175,000) - - - -
Net Bond Proceeds 192,081 40,085 366,884 574,698 720,610 975,346 817,037 660,849 702,699 692,807 642,895 378,788
Reserve Contribution/(Requirement)® (34,239) - - - - - - - - - - -
Grants, Settlements, and Other 3,665 - - - - - - - - - - -
Capital Expenditures (312,597) (462,248) (695,360) (857,271) (984,155) (1,338,896) (1,232,097) (1,198,458) (1,213,668) (1,247,910) (1,203,790) (940,257)

Ending Balance Before Transfers S 79,357 $ - S - S - S - S - S -8 -8 -8 - S - S -
Year-end Transfers from Operating Fund 110,000 189,012 155,002 175,215 229,233 244,017 271,095 355,859 391,914 415,550 414,930 413,116

Ending Balance S 189,357 $ 189,012 $ 155,002 $ 175,215 $ 229,233 $ 244,017 S 271,095 $ 355,859 $ 391,914 S 415,550 S 414,930 $ 413,116

Ending Reserve Balances
Capital Liquidity Reserve 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000 40,000
Emergency Capital Reserve 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000 15,000
Revenue Bonds Reserve Account 145,167 133,590 159,105 198,541 248,091 315,435 373,546 420,784 482,142 531,697 574,926 589,373
State Revolving Fund Reserve Account 219 219 176 133 133 133 68 - - - - -

*Capital Liquidity Reserve increased from $5m to $40m in 2024
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MWPAAC

MEMBERS:

Alderwood Water and Wastewater
District

City of Algona

City of Auburn

City of Bellevue

City of Black Diamond

City of Bothell

City of Brier

City of Carnation

Cedar River Water and Sewer District
Coal Creek Utility District

Cross Valley Water District
Highlands Sewer District

City of Issaquah

City of Kent

City of Kirkland

City of Lake Forest Park

Lakehaven Water and Sewer District
City of Mercer Island

Muckleshoot Indian Tribe

Northeast Sammamish Sewer and Water
District

Northshore Utility District

Olympic View Water and Sewer District
City of Pacific

City of Redmond

City of Renton

Sammamish Plateau Water and Sewer
District

City of Seattle

City of Shoreline

Skyway Water and Sewer District
Soos Creek Water and Sewer District
City of Tukwila

Valley View Sewer District

Vashon Sewer District

Woodinville Water District

RWQC Meeting Materials

Metropolitan Water Pollution Abatement Advisory

Committee
King Street Center, 201 S Jackson St, MS: KSC-NR-6200, Seattle, WA 98104

206-477-4435

April 23,2025

The Honorable Girmay Zahilay
Chair, King County Council
516 Third Avenue, Room 1200
Seattle, WA 98104

Subject: Wastewater Treatment Division (WTD) 2026 Rate
Recommendation

Dear Chair Zahilay:

The Metropolitan Water Pollution Abatement Advisory Committee
(MWPAAC) supports a sustainable regional wastewater treatment
system. However, the rate forecast falls short of that goal. The steep
projected rates are threatening to overwhelm not only our ability to
adequately fund necessary local system improvements, but also our
customers’ ability to pay. Our region must develop a new approach to
assuring a proper balance of regional versus local investments.

MWPAAC acknowledges the need for a sewer rate increase in 2026;
however, we have not been given adequate time and information to
responsibly understand the costs driving the rates for 2026 and beyond.
The proposed forecast shows the current sewer rate of $58 per month
doubling in six years, reaching $116 in 2031. On average, the charge
makes up 65percent of the local sewer bill our customers pay. With
affordability a crisis in our region and nationwide, the steep rate climb
projected by WTD threatens to overwhelm our customers’ ability to pay
and will restrict local governments from adequately funding critical
local system needs.

Several key points require additional discussion, all of which influence
the rate path:

1. Third-Party Oversight for Capital Program: Given the $11 billion in
proposed capital spending over the next 10 years, WTD should have
third party oversight of mega projects. To properly understand and
provide feedback to WTD on behalf of our ratepayers, the
consultant should assess project conception, alternatives analysis,
prioritization and delivery, budgeting, and financing.
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The Honorable Girmay Zahilay
April 23, 2025

Page 2

Rate Predictability for Multiple Years: We strongly recommend committing to
rates for a multi-year period, at a minimum for two years. This approach provides
more discipline in rate-setting and forecasting and allows for better long-term
planning and stability for WTD and for MWPAAC member agencies.

Long-Term Forecasting: It is imperative that we continue to refine long-term
forecasts set forth in the Council’s adopted motions 16410 and 16449. Early sharing
of project alternatives and costs will allow MWPAAC to understand drivers and
provide timely feedback. This effort must be ongoing to ensure that we are preparing
for future system needs and revenue requirements.

Deeper Discussion on Capital Improvement Program Assumptions: MWPAAC
wishes to better understand what contributes to the large cost buckets —
specifically project descriptions, alternatives, and cost projections per year. Having
ample time to fully understand the projects and the planning behind them is
essential for us to inform our leadership effectively.

Revisit Regulatory Timelines: We urge you to encourage WTD to pursue
appropriate timeline extensions for regulatory requirements in areas requiring
significant investment, such as nutrient reduction and combined sewer overflows.
This would allow for a more phased approach to implementing the required projects
and provide rate relief to local agencies.

Policy Effects on Rate Growth: MWPAAC seeks clarity on how policies drive
capital prioritization, particularly for projects that are not principally related to asset
management or regulatory compliance. It has been over a decade since WTD
conducted its formerly tri-annual comprehensive review. The Regional
Wastewater Services Plan policies, as well as the financial policies, have direct and
indirect effects on rates. Upcoming conversations on contract renewal will also
daylight other concerns that require rate impact analysis, such as the Residential
Customer Equivalent factor and a Capacity Charge that does not adequately
account for the costs imposed by growth.

Our region is experiencing growing costs and strained financial resources, presenting
extraordinary challenges to achieving lasting solutions and a system that is affordable for
all ratepayers. While these challenges seem overwhelming, we have also seen a new
engagement and collaboration growing to meet these obstacles. We must be prepared to
make hard choices to prioritize the projects that must be done to maintain the integrity of
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The Honorable Girmay Zahilay
April 23, 2025
Page 3

the system. MWPAAC can support the proposed 2026 sewer rate; however, we urge the
Council to work with the Executive and WTD to make meaningful progress on these issues
summarized above before the next rate cycle begins.

Sincerely,

[Docusigned by:

4ED96DESEGFC467...

John McClellan
MWPAAC Chair

e-cc: The Honorable Shannon Braddock, County Executive, King County
King County Councilmembers
Regional Water Quality Committee members
MWPAAC members
John Taylor, Director, Department of Natural Resources and Parks (DNRP)
Kamuron Gurol, Division Director, Wastewater Treatment Division, DNRP
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ATTACHMENT 9

King County

Metropolitan King County Council
Regional Water Quality Committee

May XX, 2025

The Honorable Girmay Zahilay
Chair, King County Council
King County Courthouse

516 3rd Ave.

Seattle, WA 98104

RE: Proposed Ordinance 2025-0129 2026 Proposed Sewer Rate and Capacity Charge
Dear Chair Zahilay,

Over the last two and half years, the Regional Water Quality Committee (RWQC) has been working to
address the complex and often competing challenges facing our regional wastewater system. In 2023, the
King County Council adopted Motions 16410 and 16449, developed by RWQC, requesting that the
Wastewater Treatment Division (WTD) develop a long-term forecast for capital needs and a long-term rate
forecast. The RWQC acknowledges and appreciates the work that WTD has done in making progress on
rate methodologies, and we appreciate the additional briefings WTD has provided to both RWQC and the
Metropolitan Water Pollution and Abatement Advisory Committee (MWPAAC) this year in support of the
proposed 2026 sewer rate and capacity charge.

RWQC recognizes that rate increases are necessary to maintain and improve the system, but increases must
be balanced with affordability for ratepayers. Our deepest concern is that the rates forecasted in the future,
particularly in 2027, are untenable and unsustainable for our ratepayers. As the Central Puget Sound Region
experiences growing costs of living and income disparity, our customers face significant affordability
concerns. We are particularly concerned that sewer rates will no longer be affordable among all ratepayers,
including and extending beyond low-income ratepayers.

While the RWQC can support the 2026 rate based on relative consistency with the prior forecast, we are
very concerned about the projected rate path. RWQC would likely not support the 2027 rate or the projected
rate path without WID providing better communication about the reason for the rate changes, various
scenarios considered, efforts made to minimize the rate impacts to ratepayers, and more meaningful
engagement by MWPAAC, RWQC, and the King County Council in the development of the 2027 rate.

To achieve more predictability, affordability, and transparency for the 2027 and future rates, the Regional
Water Quality Committee would like to offer the following recommendations:

Approach for 2027 Rate Development. The challenges facing the regional wastewater system and the
significant projected rate increases in the near term will require an approach to developing the 2027
rate that increases the confidence of RWQC members that rate increases are necessitated by
maintenance needs, regulatory compliance, objective standards for maintaining water quality, and that
the Executive has made every effort to minimize the burden of rate increases on ratepayers. We believe
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May XX, 2025
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such an approach necessitates earlier and more meaningful engagement with MWPAAC, RWQC, and
the King County Council.

Rather than wait until the next rate is presented, we urge WTD to partner with MWPAAC, RWQC, and
the King County Council to continue the discussions started during this rate cycle on the factors driving
the 2027 rate and future projections. This engagement should include ongoing discussions with
MWPAAC and RWQC on capital improvement program assumptions, including understanding the
ability to deliver a capital program of this size and policy drivers of capital prioritization, particularly
for projects not principally related to asset management or regulatory compliance. Beginning this work
now will allow time for a more in-depth review and understanding of costs, discussion of options and
tradeoffs, and prioritization of investments.

Furthermore, we urge the King County Council to ensure that the long-term rate forecast methodology
requested by Motion 16449 will result in multiple forecast scenarios that can be reviewed beginning
with the 2027 forecast so we can understand the tradeoffs involved in various rate scenarios.

Develop and implement a proactive regulatory strategy. Given the new information about the cost
of regulatory investments, we encourage King County to develop and implement a regulatory strategy
for renegotiating consent decrees or permit deadlines for major projects and investments to address
affordability challenges while simultaneously achieving optimal water quality benefits to the region.

Good governance requires good oversight. WTD has a massive $11 billion capital forecast over the
next 10 years. Having a review by independent experts could promote transparency and identify
opportunities for improvement. We recommend that WTD develop a proposal for a third-party review
of the capital program, including “mega” capital projects such as the Mouth of Duwamish Combined
Sewer Overflow (CSO).

Early visibility and transparency on large project planning. The planning and development of large
capital projects should include opportunities to bring MWPAAC, RWQC, and other stakeholders into
the process early enough to witness the alternatives analysis so that the benefits and tradeoffs of
different alternatives can be examined and understood.

Rate predictability for multiple years. WTD should explore a multi-year rate commitment, which
would provide more time for a deeper review and understanding of costs, discussion of options and
tradeoffs, and prioritization of investments. The intent of a multi-year approach would be to achieve
better long-term planning and stability for WTD and contract agencies, which must plan for their
budgets. This extended timeframe will also allow for greater engagement across cities and sewer
districts to impact the proposed rate. Lastly, it would allow for increased accountability that would serve
the region well.

Long-term forecasting: We appreciate WTD’s efforts to provide a long-term forecast for the rates in
accordance with previous motions. As part of extending the forecast, WTD has noted that the forecast
for the second decade has a high level of uncertainty. We recommend that WTD continue strengthening
its capital forecasting methodology to increase the reliability, predictability, and sustainability of the
second decade of the rate forecast.

Continue focus on Regional Wastewater Services Plan (RWSP) update and adhere to timelines

for major milestones in the RWSP update process. Given the many complex issues facing the
regional wastewater system, the need for a plan and policy review that addresses the needs of the system
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and its users has never been greater. RWQC is looking forward to participating in the policy discussions
that are to occur as part of the RWSP Update to address rate structures, affordability, cost recovery
structures, capacity demands, and many other important issues that directly impact the rate. We
encourage the King County Council to ensure the timelines are adhered to for this important planning
effort.

Sincerely,
Claudia Balducci, Chair Laura Mork, Vice Chair
Regional Water Quality Committee Regional Water Quality Committe
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King County

Metropolitan King County Council
Regional Water Quality Committee

STAFF REPORT

Agenda Item: 8 Name: Jenny Giambattista
Proposed No.: | 2025-B0064 Date: May 7, 2025
SUBJECT

A briefing to provide an update on the work to develop and maintain a long-term
financial and sewer rate forecast as required by Motion 16449.

SUMMARY

Motion 16449 requests WTD to develop and maintain a long-term financial and sewer
rate forecast. The motion specifies that the forecast should be based on revenue
requirements needed for the operating and capital investment needs of the regional
wastewater system and allow for forecasting periods of up to 75 years.

Motion 16449 was proposed by the Regional Water Quality Committee for consideration
by the King County Council under Section 270.30 of the King County Charter and
K.C.C. 1.24.065 which allows for regional committees to develop and propose
legislation for introduction to the King County Council. Motion 16449 was adopted on
October 23, 2024.

As requested by the Motion, the Wastewater Treatment Division will provide an update
today on progress in developing a long-term financial and sewer rate forecast. In July
2025, the Wastewater Treatment Division is requested to brief the RWQC on the
division’s long-term financial and sewer rate forecast.

BACKGROUND

Motion 16449 (Attachment 1) includes the following substantive provisions:

Long-term Financial Forecast Requested. Lines 40-43 of the motion request WTD to
develop and maintain a long-term financial and sewer rate forecast. The motion
specifies it should be based on revenue requirements needed for the operating and
capital investment needs of the regional wastewater system and allow for forecasting
periods of up to 75 years.
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WTD Is Requested to Seek Comments and Advisory Recommendation. Lines 44-
50 of the motion request WTD to seek comments from ratepayers and other
stakeholders and advisors including the Metropolitan Water Pollution Advisory
Committee (MWPAAC). Additionally, the motion requests WTD seek an advisory
recommendation from an independent national expert on the methodology used to
develop the forecast and revenue requirements.

Specific Revenue Requirements are Requested. Lines 51-65 request WTD report
information on revenue requirements and include separate line items for the following
categories listed below.

Operation Expenditures:
e Employee wages;
e Employee benefits;
e Supplies;
e Services;
e Intragovernmental services; and
¢ Intragovernmental contributions.

Capital Expenditures:
e Asset management;
e Known and potential regulatory requirements; and
e Capacity improvements including projects for population growth and those
projects addressing infiltration and inflow.

The categories of capital expenditures listed above are the same categories listed in
Motion 16410, related to forecasting the long-term costs of WTD’s capital improvement
needs. Additionally, lines 63-65 allow WTD, with written notice to the chairs of the
RWQC and MWPAAC, to modify categories for reporting revenue requirements.

Comparing Forecast Scenarios Based on Changing Assumptions. Lines 66-71 are
intended to allow for forecast scenarios to be compared using different assumptions
including, but not limited to, the following: expected capital expenditures; asset life
expectancy, interest rates on debt; capital project accomplishment rates; general and
cost of construction inflation rates; percent of debt financing; length of debt; revenue
requirements; number of residential customer equivalents; and revenue sources.

Request for Executive Summary. Lines 72-74 of the motion request WTD to develop
an executive summary that explains the forecasts in simple-to-understand terms. This is
consistent with the work program which notes the challenges for members and other
stakeholders in understanding and communicating to the public sewer rate forecasts.

Timelines. Lines 75-84 of the motion request WTD to provide status update briefings in
January 2024, July 2024, and April 2025 to the RWQC on the progress in developing a

RWQC Meeting Materials Page 116 May 7, 2025



long-term financial and sewer rate forecast. By July 2025, WTD is requested to brief the
RWQC on WTD'’s long-term financial and sewer rate forecast and provide supporting
materials explaining the rate models used to generate the forecast.

INVITED

e Courtney Black, Chief Financial Officer, Wastewater Treatment Division

ATTACHMENTS

1. Motion 16449
2. WTD PPT on Long term rate
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ATTACHMENT 1
kg KING COUNTY

1200 King County Courthouse
. 516 Third Avenue
King oty Signature Report Seattle, WA 98104
Motion 16449
Proposed No. 2023-0308.1 Sponsors Balducci

A MOTION requesting the wastewater treatment division
develop and maintain a long-term financial and sewer rate
forecast.
WHEREAS, the wastewater treatment division protects public health and the
environment by collecting and treating wastewater, and
WHEREAS, King County charges a sewer rate to the contract agencies that
deliver, treat and discharge wastewater, and
WHEREAS, sewer rate revenue is the wastewater treatment division’s primary
funding source, and
WHEREAS, the monthly sewer rate revenue collected by the county goes to
support all wastewater treatment division expenses, including operating costs, debt
service, and capital expenses, and
WHEREAS, as part of the rate setting process each year, the wastewater treatment
division includes a ten-year rate forecast, and
WHEREAS, Section 270 of the King County Charter establishes three regional
committees to develop, propose, review and recommend action on regional policies and
plans for consideration by the metropolitan county council, and
WHEREAS, the regional water quality committee's 2023 work program includes

addressing long-term sewer rate projections, and

RWQC Meeting Materials Page 118 May 7, 2025



20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

Motion 16449

WHEREAS, developing a long-term forecast of rates and revenue requirements
would inform decision makers about the primary rate drivers and the effect of policy
choices on long-term rates, and

WHEREAS, the Regional Wastewater Services Plan was adopted in 1999 to
provide policy guidance for the wastewater system through 2030, and

WHEREAS, the process to update the Regional Wastewater Services Plan is
scheduled to restart in 2023 and will include long-term planning for the regional
wastewater system beyond a twenty-year period and up to fifty years or more, and

WHEREAS, decision makers desire information from the wastewater treatment
division that will facilitate informed discussions on the policy decisions related to the
update to the Regional Wastewater Services Plan, and

WHEREAS, developing a forecast of the long-term sewer rates includes inherent
uncertainty due to unknown or uncertain future regulatory requirements, uncertainty in
the system capacity needed to address future growth, uncertainty in financial assumptions
about inflation, interest rates, and other factors, and the level of uncertainty increases
with the length of the forecast period, and

WHEREAS, in accordance with Section 270.30 of the King County Charter and
K.C.C. 1.24.065, the regional water quality committee developed this motion to be
proposed to the King County council;

NOW, THEREFORE, BE IT MOVED by the King County council:

A. The wastewater treatment division is requested to develop and maintain a

long-term financial and sewer rate forecast. The forecast should be based on revenue
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Motion 16449

requirements needed for the operating and capital investment needs of the regional
wastewater system. The forecast should allow for periods of up to seventy-five years.

B. The wastewater treatment division is requested to seek comments from
ratepayers and other stakeholders and advisors, including the metropolitan water
pollution abatement advisory committee. Additionally, the wastewater treatment division
is requested to seek an advisory recommendation from an independent national expert on
the methodology used to develop the forecast and revenue requirements. The expert may
also offer observations and insights as to how such information might be best utilized in
decision-making.

C.1. The revenue requirements should be reported in total and by categories
including but not limited to:

a. operating expenditures with separate line items for at least the following
categories: employee wages; employee benefits; supplies; services; intragovernmental
services; and intragovernmental contributions;

b. capital expenditures with separate items for at least the following capital
portfolio categories: asset management; known and potential regulatory requirements;
capacity improvements including projects for population growth; and those projects
addressing infiltration and inflow;

c. insurance;

d. debt service; and

e. reserves, with the type of reserves separated into line items.

RWQC Meeting Materials Page 120 May 7, 2025



63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

&4

85

Motion 16449

2. The wastewater treatment division may, with written notice to the chairs of
the regional water quality committee and the metropolitan water pollution abatement
advisory committee, modify categories for reporting revenue requirements.

D. The long-term financial and sewer rate forecast should allow for changes in
various assumptions including, but not limited to, the following: expected capital
expenditures; asset life expectancy, interest rates on debt; capital project accomplishment
rates; general and cost of construction inflation rates; percent of debt financing; length of
debt; revenue requirements; number of residential customer equivalents; and revenue
sources such that forecast scenarios can be compared using different assumptions.

E. The wastewater treatment division is requested to develop an executive
summary that explains the long-term financial and sewer rate forecast, the drivers behind
the rates, and changes from prior years in simple-to-understand terms.

F. The wastewater treatment division is requested to provide status update
briefings to the regional water quality committee in January 2024, July 2024, and April
2025, on the progress in developing a long-term financial and sewer rate forecast. By
July 2025, the wastewater treatment division is requested to brief the regional water
quality committee on the wastewater treatment division's long-term financial and sewer
rate forecast. The July 2025 briefing should include supporting materials explaining the
rate models used to generate the forecast in simple-to-understand terms. In presenting the
long-term financial and sewer rate forecast in July 2025, the wastewater treatment
division should report on the assumptions that were adopted for the forecast and why the
assumptions were selected. It is expected that the briefing on the long-term financial and

sewer rate forecast will be completed after the wastewater treatment division has

4
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Motion 16449

86  developed a methodology to forecast the long-term costs of capital improvement needs as

87  requested by Motion XXXXX (Proposed Motion 2023-0257).

Motion 16449 was introduced on 9/5/2023 and passed by the Metropolitan King
County Council on 10/24/2023, by the following vote:

Yes: 8 - Balducci, Dembowski, Dunn, Perry, McDermott,
Upthegrove, von Reichbauer and Zahilay
Excused: 1 - Kohl-Welles

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

ATTEST:

APPROVED this day of ,

Attachments: None
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Recap: Motion 1 Completed

* In March 2024 WTD submitted report prepared by Raftelis and Consor to King County Council that
addressed the requirements in Motion 16410, including peer review and recommendations

1200 King County Courthouse
KING COUNTY 516 Thard Avenue
m Seattle, WA 98104

K Gty Signature Report

Motion 16410

Proposed No. 2023-0257.2 Sponsors Balducci
A MOTION requesting the wastewater treatment division

research and identify methodologies to forecast the long-

term costs of its capital improvement needs.
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King County

DEPARTMENT OF NATURAL
RESOURCES AND PARKS
WASTEWATER TREATMENT DIVISION

Capital Investment
Forecasting Methodologies
and Recommendations

DRAFT REPORT/MARCH 20, 2024

m King County
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Motion 2 Key Requirements

Forecast horizon of “up to seventy-five years”

Breakdown of operating expenditures categories
. . N . 1200 King County Courthouse
and capital spending portfolio categories kg KING COUNTY 516 Third Aveaue

Seattle, WA 98104

Ability to compare forecast scenarios under Signature Report

different assumptions (e.g., asset life expectancy,
inflation, RCESs)

Executive summary that explains forecast, drivers, Proposed No. 2023-0308.1 Sponsors Balducci
and changes from baseline

King County
Motion 16449

A MOTION requesting the wastewater treatment division

Seek comments from rate payers and other develop and maintain a long-term financial and sewer rate
stakeholders and advisors, including MWPAAC

Status update briefings in January 2024, July 2024,
and April 2025

Final briefing and results in July 2025, including
supporting materials that explain the rate model
and assumptions

forecast.
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Motion 2 Progress to Date and Next Steps

* Consultant-developed asset renewal and replacement forecasting tool that
covers /5 years

* MWPAAC Workgroup was briefed on tool functionalities and assumptions
* Forecast will be updated when asset condition assessment underway is complete

* WTD used this new forecasting tool to extend its sewer rate and financial

forecast from 10 to 20 years
* Interim approach, finalinputs need to come from comprehensive plan (RWSP update)

* WTD'’s existing sewer rate model can produce long-term forecasts under different scenarios based
on inputs and assumptions selected

« Some MWPAAC members and other interested parties received 90-minute model tour that
explained how its revenue requirement works, step by step

* Consultantis developing report that summarizes the work described above

and will be submitted to RWQC in July 2025
* |nitial report outline was shared with MWPAAC for feedback
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A Vision for Clean Water
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Regional Vision Package

Regional Vision statement
* Brief and high-level

Core Commitments
e Complement and support the vision
* High-level implementation

Challenges and Opportunities

* Drivers (regulation, capacity, climate,
affordability...)
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Challenges and Opportunities

QOCOOD

Aging Changing Climate Community Customer Digital
infrastructure regulations change engagement affordability of technology
wastewater services & Al

SOOC E

Emergency Equity & social  Pollution reduction Population Workforce
preparedness justice & source control Growth development Partnerships
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Core Commitments

Water Quality & .
Treat wastewater to protect public health and local waterways.
Public Health PIOTEEEP '
Ensure consistent service and swift response to any disruptions.
Reliability & - ~SPOTS Y EISTED
Make our system able to withstand climate impacts, natural
Resiliency : :
disasters, and security threats.
Rﬁ}l‘ Thrivi Create excellence in our workforce with desirable, well-paying
W f :f“! wastewater careers, professional development opportunities,
M UL and expert management.
{EGGGE'] Equity & Address the inequitable impacts of pollution and climate change
i ; ;—? Social Justice by investing in underserved communities.
i m
A Customer Implement strategies that consider wastewater bill affordability
- Affordability and support sustainable long-term service delivery.
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Let's explore:
Vision Options

Turning Wastewater Recognized Clean
into Opportunity Water Leader

Innovation and
Imagination
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Turning

Wastewater into
Opportunity

Wastewater services can
create a more sustainable
future by finding innovative
ways to turn wastewater

into an opportunity.

RWQC Meeting Materials




In 2100, we are:

Turning | |
\Wastewater into . Turning waste into valuable resources

Opportunity

(like fertilizer or power sources).
Building resilience to climate change.

Stopping pollution from entering our
waterways.

Improving performance of recycling
resources through partnerships with
industry, farmers, and more.
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Recognized Clean

Water Leader

King County wastewater
provides reliable service
to our region and

communities.
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In 2100, we are:

Recognized Clean . Advancing and protecting water quality.
Water Leader . Minimal service disruptions.

Maintaining wastewater system to ensure
high-performance.

When it makes sense, going beyond the
- ' minimum required regulations when
R possible.

Accountable to the public.

Fostering unity and collaboration across
the region through partnerships.
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King County’s wastewater = == =

investments can support

o

thriving neighborhoods.

RWQC Meeting Materials
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In 2100, we are:

C[ean Water, . An “anchor institution” in our communities.

Thriving

to grow partnerships to better meet
community needs.

COmmumty Helping our communities be healthy with

clean water.

Providing community benefits beyond

wastewater treatment.
“ '-"?-'“ETE"":'"?_'E':‘E:_::."' . Increasing our transparency and

responsiveness.

Offering good jobs and support local
business.
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Innovation and
Imagination

King County will innovate

and experiment to

discover the next leap

forward in wastewater

treatment.

RWQC Meeting Materials



In 2100, we are:

Innovation and
Imagination

Experimenting to find breakthroughs.

Finding new ways to approach
problems.

Adopting new technology.

Striving for integrated water resource
management with peer agencies.
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Recognized Clean

Shaplng our future Water Leader
together

Innovation and
Imagination
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Process to develop a Vision for Clean \Water

WTD announces , Vision for

'I
‘é initial vision \é

1<
~ Clean Water
A options s announced

Vision Options AT
Vision Options development P proposed
engagement Vision
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Upcoming Vision
Options Touchpoints

RWQC May 7: Presentation on Vision
Options and Input/feedback

2. RWQC Caucus Groups May -June:
Input and feedback on Vision Options

3. RWQC June 4 : Additional
input/feedback

RWQC Meeting Materials Page 145



Questions ?

King County | Wastewater Treatment

18



2025-B0065

Testing PFAS in King County’s
Waste Systems

Sampling results for 2023-2024

Erika Kinno
Policy & Research Supervisor May 2025
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Sources of PFAS

= = [
Nonstick Stain-proof Personal care Firefighting
Wastewater & Cookware Furniture products Foams
treatment
plants are not
the source of
PFAS Fast food Microwave Water-resistant Stain-resistant
Packaging Popcorn bags Clothing products

i

Carpet Pagg§5getics Paint
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Top results

Industrially
\ \jmpacted v
Landfill leachate

Magnitudes higher concentration
than wastewater

\),(\'\G-\p al

Wastewater
Similar to average municipal systems

<3
? \.'& = m
Diffuse sources Aquatic life
Likely coming from everyday products Effluent remains protective of aquatic life

put in drains and trash
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Where King County tested
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/ . Snohomish
/ Brightwater ‘e
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Redmond ;’
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(Seattle King P ol
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Renton County 4
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What King County tested

Influent Effluent

Wastewater coming into
King County’s 3 regional
treatment plants

Treated water discharged
to Puget Sound

Treatment

Plant

Puget
Sound v

Biosolids Landfill leachate

Fertilizer replacement produced from highly

treated organics present in wastewater Liquid collected from Cedar Hills Regional Landfill and

sent to South Treatment Plant for further treatment.
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Average PFAS in wastewater influent __ "1™

October 2023 - August 2024

120 Range of PFAS-in-influent
from California Bay Area
100 Clean-Water-Agency
(BACWA) treatment plants

() i i .....

BACWA Average: 44

=
]

Concentration (ng/L)

]
o

ooooooooooooooooooooooooooooo

West Point South Plant Brightwater
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Average PFAS in wastewater effluent FYE_

October 2023 - August 2024

160 Range of PFAS in effluent
from California Bay Area
- 140 Clean-Water-Agency
S (BACWA) treatment plants
£ 120 l
=
© 100
©
= 80
@
Q 60
=) BACWA Average: 55
o 40
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20

West Point South Plant Brightwater
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Average PFAS in biosolids

October 2023 - August 2024

400

Range of PFAS in biosolids

= from California Bay Area
S—
= Clean Water Agency
= treatment plants
O e S e l ......
.:
1)
-
S BACWA Average: 197
Q
g ..................................................................................................................
o 100
0

West Point South Plant Brightwater
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PFAS in Cedar Hills landfill leachate fﬁ-r

October 2023 - August 2024

35,000
30,000
25,000

20,000

15,000
10,000
5,000 I I
0 ]

Early Late Nov. Dec. Jan. Feb. Mar. Apr. May Jun. Jul. Aug.
Oct. Oct. 2023 2023 2024 2024 2024 2024 2024 2024 2024 2024
2023 2023
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Regulatory comparisons

Currently no federal and Washington state
laws for PFAS in waste streams

* Ongoing efforts to understand risk associated
with PFAS

* Other states, including Michigan, have begun
to set limits and guidance for PFAS
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Average PFOS in biosolids ﬁ

October 2023 - August 2024

120

100 Michigan industrially impacted PFOS level: 100
o
—
£ 80
= King County biosolids meet Michigan's standards for land application
'-E 60
c
S 40
o
(&) 20 Michigan elevated PFOS level: 20

: 118 Al
West Point South Plant Brightwater

RWQC Meeting Materials Page 158 May 7, 2025 12



250 ng/L

EPA Chronic
Aquatic Life Criteria

The concentration of PFOS
considered by EPA to be

harmful to aquatic life is — 6.85 ng/L West Point
36 times greater than the — 4.41 ng/L South Plant
average PFOS concentration 1.86 “gll_ Brightwa‘ter
in King County effluent
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Takeaways from Public Health — Seattle & King County

e Still studying the human health impacts
* No known health concerns at this time in King County wastewater treatment
* Ways to reduce PFAS exposure

It’s hard to
HOW CAN tell what has f
WE REDUCE PFAS in it. J ©
EXPOSURE w

T0
?
THERE ARE SO MANY PFAS THAT WE P FAS ’
DON'T KNOW ALL OF THEIR EFFECTS
ON PEOPLE, BUT THE DATA WE HAVE
SHOWS THEY ARE VERY HARMFUL,

PFAS ARE LINKED TO0:

—» INFERTILITY

—» PROSTATE, KIDNEY AND
TESTICULAR CANCER

= INCREASES TO CHOLESTEROL
AND OBESITY

BUT IT’S NOT HOPELESS,

We can reduce ovr exposure
even if we can’t escape PFAS, That
gives ovr bodies a chance to cycle
them ovt, And that will make a
difference to ovr health,

WHEN YOU SHOP

—p (HOOSE PRODUCTS THAT CLEARLY
STATE THEY ARE "FLUORINE-FREE"
OR "PFC OR PFAS-FREE"

It covld be in anything
that’s labeled as waterproof,
grease-proof, stain-proof,
or non-sticKk,

—p AVOID PRODUCTS THAT ARE LABELED
AS WATER OR STAIN RESISTANT

—> LOOK FOR THE "SAFER CHOICE" LOGO
ON CLEANING PRODUCTS

R. SHIRLEE TAN
TOXICOLOGIST

Learn more at KingCounty.gov/PFAS
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King County will continue to study
PFAS in waste systems

* Survey 600+ businesses and industrial dischargers
into the wastewater system

 Examine possible sources of higher levels of PFAS at
South Treatment Plant

* Investigate cause of elevated PFOS levels at
West Point Treatment Plant

 Partner with third-party researchers and projects

* Inform regulators, partners, and the public about our
findings

* Advocate for controlling upstream sources of PFAS

L4 sing Geunty | Wastewater Treatment May 7, 2025




Thank you

Erika Kinno
Policy & Research Supervisor
Erika.Kinno@kingcounty.gov

King County | Wastewater Treatment
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Q&A
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Total PFAS in wastewater influent __ ™1™

October 2023 - August 2024 Range of PFAS in
120 influent from
California Bay Area

100 Clean Water Agency
treatment plants
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Total PFAS in wastewater effluent | gl -

October 2023 - August 2024
Range of PFAS in effluent
160 from-California-Bay-Area
Clean Water Agency
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Total PFAS in biosolids Prid

October 2023 - August 2024

400 Range of PFAS in
biosolids from California

Bay Area Clean Water
Agency treatment plants
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2025-B0005

RWQC Monthly Work Program for 2025
May 7, 2025

The suggested topics are based on the latest scheduling information available. The committee
will adjust the schedule throughout the year to accommodate any necessary changes.

January-Special Meeting January 16, 2025
v" Regional Wastewater Services Plan Update (45 minutes):
o Resolution Supporting Scope
o Charter briefing
v' 2025 Work Program (45 minutes)

February 5, 2025
v" Regional Wastewater Services Plan Update (35 minutes):
o Charter
o Vision for Clean Water Plan
v" Mouth of Duwamish CSO Briefing (35 minutes)
v" A Look Back at the Robinswood Agreement (20 minutes)

March 5, 2025
v" Wastewater Treatment Division’s Preliminary 2026 Sewer Rate (20 minutes)
v' Regional Wastewater Services Plan Update (20 minutes):
o Briefing: WTD’s framing of Challenges and Opportunities which are informing
development of the Options for the Vision for Clean Water
v Briefing on Selected Capital Projects and Common themes in Capital program Delivery
(25 minutes)

v Briefing only Lower Duwamish Waterway Consent Decree (25 minutes)

Optional March 7, 2025 Georgetown Wet Weather Treatment Station Site Visit. This is not a
RWQC meeting.

April 2, 2025
v" WTD’s 2026 Rate Recommendations and Status Update on Long Term Rate Motion
16449 (75 minutes)

Regional Wastewater Services Plan Update (15 minutes)
o Briefing on Emerging Options for the Vision for Clean Water (Deferred)

1
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May 7, 2025

[] Executive’s Proposed 2026 Sewer Rate and Capacity Charge (45 minutes)

Status Update on Long-Term Rate Motion 16449 (10 minutes)

Regional Wastewater Services Plan Update (25 minutes):
o Input on Vision Options for Clean Water

] PFAS Briefing: Update on Voluntary Testing for PFAS in Wastewater and Landfills (15
minutes)

O

Optional May 30th Site Visit West Point Available to members and staff. This is not a RWQC
meeting. (Contact Olivia.Robinson@kingcounty.gov for details)

June 4, 2025
[l Executive’s Proposed 2026 Sewer Rate and Capacity Charge (30 minutes)
Regional Wastewater Services Plan Update (25 minutes)
o Input on Vision Options for Clean Water
[J Status Briefing on Top Five Projects in 10-year Capital Forecast and Common Themes in
Capital Program Delivery (30 minutes)

July 2, 2025
Regional Wastewater Services Plan Update (15 minutes):
(1 Long Term Rate Forecasting Final Briefing per Motion 16449 (45 minutes)
[0 Update on Puget Sound Nutrient General Permit (20 minutes)
(] Update on Federal Funding (15 minutes)

August 6, 2025 Council Recess.
August Optional Forest Biosolids Tour. Date TBD

September 3, 2025
Regional Wastewater Services Plan Update:
o Capital Program Plan and Policies Status Briefing (55 minutes)
[l Briefing Strategic Asset Management Plan (35 minutes)

October 1, 2025
Regional Wastewater Services Plan Update:
o Final Vision for Clean Water (55 minutes)
{1 Briefing on Selected Capital Projects and Common Themes in Capital Program Delivery
(35 minutes)

November 5, 2025
Regional Wastewater Services Plan Update (10 minutes)
[0 Briefing Executive’s Proposed 2026-2027 WTD Budget (40 minutes)

2
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[ Stormwater Solutions

3
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December 3, 2025
O Regional Wastewater Services Plan Update (10 minutes)
[ Briefing Strategic Asset Management Plan (55 minutes)
{1 PFAS Annual Update (25 minutes)

4
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