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DATE: March 18, 2020

TO: Noel Miller, Chair,
Customer Review Panel

FROM: Mami Hara, General Manager,
Seattle Public Utilities

SUBIJECT: Impact of King County Wastewater Rate Increases

Less than two weeks ago, Seattle Public Utilities learned that the King County Wastewater
Treatment division plans on a substantial increase in rates over the next several years. These
rate increases will directly affect our customers and our cost of service. This memo describes
the anticipated impact.

Our last Strategic Business Plan (SBP) rate path, covering 2018-2023, was approved at an annual
average rate increase of 5.2%. SPU brought down the path to 5% with the adoption of solid
waste, wastewater, and drainage rates during the period. We refined the rate path further,
including adopting a CIP Accomplishment Rate of 85% - 90%. The result was that we were
prepared to propose an updated SBP rate path (2021-2026) of 3.9% combined annual average
rate increase. This rate path assumed a 4.5% wastewater treatment rate increase for 2021 that
King County projected in June last year. However, on March 5, the King County Wastewater
Treatment Division proposed a rate increase 200% higher than the previous projection —9.5%
in 2021 followed by 10% rate increases each in 2023, 2025, 2027, and 2029 (the even years
have no projected rate increases). We understand the County Executive supports this increase
and that he will transmit the proposal to County Council by the end of March 2020.

This significant rate increase over the previous projection was a surprise to both Seattle Public
Utilities and the other contract agencies that comprise the Metropolitan Water Pollution
Abatement Advisory Committee (MWPAAC). The impact, compared to previously projected
rates, would increase Seattle’s sewer rates an average of almost 1% per year and drainage rates
0.3% per year. This translates to an additional monthly bill impact of $5.85 for SPU's typical
single-family customers by 2026 and an additional 0.4% increase on the average annual
increase for all three lines of business over the 2021-2026 period. Instead of a rate path of
3.9%, we are now projecting a combined annual increase of 4.3% for the 2021-2026 timeframe.



Unfortunately, the County did not provide a compelling justification for the increase or any
substantive communication and consultation with MWPAAC members. MWPAAC received no
detail nor any signals that supplemental budget action taken in 2019 would result in this type of
rate increase. In addition, the Regional Water Quality Committee also has had no role in the
County’s rate proposal. Further, the proposed rates do not fully cover the costs of Combined
Sewer Overflows (CSOs) or nutrient regulation, except for nutrient regulatory planning. The
additional costs associated with these programs would likely be incorporated into the 2023
rate, which means the 10% increase may be underestimated.

From the information presented, an escalation in the asset management program appears to
be driving rate increases. Historically, funding for the asset management program is typically
$40 to S50 million per year. The new proposal increases spending to more than $100 million in
2021 and increasing to over $200 million by 2024. By 2030, the asset management program is
projected at almost $250 million per year. The County has not provided details about the
changes in the program, how it plans to deliver a significantly higher level of capital projects in
the short time period, financing plans, or capital accomplishment rate expectations.

Not only would this rate increase have significant impacts on affordability for wastewater
customers throughout the region, but given the COVID-19 pandemic, these impacts would be
amplified dramatically and are contrary to the County's and the City’s goals of affordability.

Seattle Public Utilities and MWPAAC, in close coordination with the Mayor’s Office, intend to
respond to King County Wastewater’s proposal through a letter to the County Executive on
March 25 and through a separate letter to County Council on April 22. In these letters we are
planning on proposing that:

e The County move forward with previously projected rate of 4.5% in 2021;

e Use the next year to engage MWPAAC agencies on details of the Asset Management
Program and drivers; and

o Collectively, the parties could reach agreement on whether a further increase is needed
in 2022.

The Customer Review Panel will be briefed on the anticipated impact of King County
Wastewater’s rate increase at the March 20, 2020 meeting.

Attachments:
e 2021 Rate Proposal MWPAAC briefing
e MWPAAC Sewer Rate Capacity Charge Development Goals and Schedule
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