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Economic Development, Technology, and

City Light Committee
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Wednesday, June 22, 2022

9:30 AM

Council Chamber, City Hall
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Seattle, WA 98104
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Debora Juarez, Vice-Chair
Lisa Herbold, Member
Kshama Sawant, Member
Dan Strauss, Member

Chair Info: 206-684-8809; Sara.Nelson@seattle.qov

Watch Council Meetings Live View Past Council Meetings

Council Chamber Listen Line: 206-684-8566

For accessibility information and for accommodation requests, please call
206-684-8888 (TTY Relay 7-1-1), email CouncilAgenda@Seattle.qov, or visit

http://seattle.gov/cityclerk/accommodations.
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SEATTLE CITY COUNCIL

Economic Development, Technology, and City

Meeting Location:
Council Chamber, City

Committee Website:

https://www.seattle.gov/council/committees/economic-development-technology-and-city-light

Light Committee
Agenda
June 22, 2022 - 9:30 AM

Hall, 600 4th Avenue, Seattle, WA 98104

This meeting also constitutes a

meeting of the City Council, provided that the meeting shall be conducted as a

committee meeting under the Council Rules and Procedures, and Council action shall be limited to committee

business.

Members of the public may register for remote or in-person Public
Comment to address the Council. Details on how to provide Public
Comment are listed below:

Remote Public Comment - Register online to speak during the Public
Comment period at the meeting at
http://www.seattle.gov/council/committees/public-comment. Online
registration to speak will begin two hours before the meeting start time,
and registration will end at the conclusion of the Public Comment period
during the meeting. Speakers must be registered in order to be
recognized by the Chair.

In-Person Public Comment - Register to speak on the Public Comment
sign-up sheet located inside Council Chambers at least 15 minutes prior
to the meeting start time. Registration will end at the conclusion of the
Public Comment period during the meeting. Speakers must be
registered in order to be recognized by the Chair.

Submit written comments to Councilmember Nelson at
Sara.Nelson@seattle.gov

Please Note: Times listed are estimated

Click here for accessibility information and to request accommodations.
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Economic Development, Technology, Agenda June 22, 2022
and City Light Committee

A. Call To Order

B. Approval of the Agenda

C. Public Comment

D. Items of Business

2,

Supporting
Documents:

Presentation on Office of Economic Development’s (OED)
Departmental Structure and Overview

Presentation

Briefing and Discussion (30 minutes)

Presenter: Markham Mclntyre, Interim Director, OED

A RESOLUTION related to the City Light Department; adopting a

Res 32056
2023-2028 Strategic Plan Update for the City Light Department
and endorsing the associated six-year rate path.
Attachments: Att 1 - 2023-2028 Strategic Plan Update
Att 2 - Review Panel Letter
Supporting
Documents: Summary and Fiscal Note

Central Staff Memo
Presentation

Briefing and Discussion (60 minutes)

Presenters: Debora Smith, General Manager and CEO, Maura
Brueger, Kristy Grainger, Chris Ruffini, and Leigh Barreca, Seattle City
Light (SCL); Scott Haskins, Seattle City Light Review Panel; Eric
McConaghy, Council Central Staff

Click here for accessibility information and to request accommodations.
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Economic Development, Technology, Agenda June 22, 2022
and City Light Committee

3. CB 120349 AN ORDINANCE relating to the City Light Department; advancing
certain objectives of the Treaty between the United States of
America and Canada relating to the Skagit River and Ross Lake,
and the Seven Mile Reservoir on the Pend Oreille River;
authorizing the City Light Department to accept grant funds from
the State of Washington Department of Commerce and execute
the related agreement for and on behalf of The City of Seattle;
authorizing the City Light Department to execute an agreement
with the Skagit Environmental Endowment Commission to
convey the grant funds received from the State of Washington
Department of Commerce and certain City Light funds in
contribution towards the Skagit Environmental Endowment
Commission’s payment for the mining company’s surrender of
mineral and related rights; and ratifying and confirming certain
prior acts.

Supporting
Documents: Summary and Fiscal Note

Summary Att A - SEEC Letter to SCL
Summary Att B - High Ross Treaty

Summary Att C - Donut Hole Map
Summary Att D - BC Letter to Mayor Harrell & Council
Presentation

Briefing, Discussion, and Possible Vote (30 minutes)
Presenters: Debora Smith, General Manager and CEO, Maura

Brueger, Mike Haynes, and Kate Engel, Seattle City Light (SCL); Eric
McConaghy, Council Central Staff

E. Adjournment

Click here for accessibility information and to request accommodations. Page 4
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Presentation on Office of Economic Development’s (OED) Departmental Structure and Overview
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Office of Economic Development

From Recovery to Growth: The Next Phase of Economic
Development in Seattle

Markham Mclntyre, Interim Director

6/17/202
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Agenda

* Discuss how we are thinking about OED's role and function

* Discuss how we are planning to revitalize our local and
regional economy

2417/20 Office of Economic Development @D City Of Seatth
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Office of Economic Development

Who is OED?

OED's mission is to build an inclusive economy
where everyone in Seattle can fully participate.

Our role is to drive economic growth through
strategies and investments that open doors and
remove barriers to wealth-building opportunities —
especially for communities that have systemically
been excluded from such opportunities.

@D City of Seattlg



“Systemic racism Is a yoke that drags on
the American economy. This country
The Problem has both a moral and
economic imperative to end these unjust

and the and destructive practices.”
Dr. Raphael Bostic, Federal Reserve Bank of Atlanta
Opportunity

The racial wealth gap is so large — approximately
5 times the size of the racial income gap. A
worker earning well above the $25.39 per hour
self-sufficiency threshold — would still struggle to

build the savings needed to start a business or
buy a home.

Census and Federal Reserve Data Analysis

6/17/20
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Building Wealth for a more Inclusive Economy

Business
Wealth

Individual
Wealth

Inclusive
Economy

o/17/20 @ City of Seattlm



OED Priority Areas for an Inclusive Economy

s

WORKFORCE BUSINESS AND HEALTHY ECONOMIC
DEVELOPMENT INDUSTRY GROWTH ECOSYSTEMS

6/17/20 . . H
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Reorganizing to be More Effective

e Restructure department
around new role

e Add capacity and talent
 Strengthen and grow Orchestrator

regional and private
partnerships

* Seek alignment and
multiplier opportunities

6/17/20 . . H
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How We Build
One Seattle

Collaborative relationships throughout
Seattle's business community and
regional partners;

e YR N Aligning regional economic and
N Rt SR oo (TN ™ VAR Y | workforce development systems;

Prioritizing multiplier opportunities
that leverage public, private, and
philanthropic dollars, and

Prioritizing innovative approaches to
wealth-building opportunities for all
residents.

2417/20 Office of Economic Development Slide 8 \‘I‘\ City Of Seattlm




Economic Revitalization Implementation Plan

Will define the future of the Seattle economy via Economic Revitalization study

Will outline new Citywide workforce development strategic plan

Planning process will create a coalition of supporters and partners for the plan and the
investments

Phase 1: meta-analysis of local and regional economic and workforce development groups

6/17/20
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Bridge to the Future

Downtown and
. _ ] Workforce
neighborhood business Small business growth

district recovery development

Language Access and

Key industry support
y ¥y supp Outreach

6/17/20 Office of Economic Development @ City Of seattlﬁ
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Leveraging Recovery
Programs to Set Up
the New OED

One-time investments have
focused on:

* Access to Capital
and Stabilization Grants

* Digital Access

 Commerical
Affordability Continuum

 Downtown and
Neighborhood Activation

* Business Technical
Assistance

Seattle Restored Participating Businesses



New Demands, New Strategies

e Seattle Restored e Access to Capital e Export Growth
e Tenant e Creative Funding e Procurement

Improvement Fund Models e Digital Access
e Future Business e Partnerships with

Ownership Community

Program Lenders

e Commercial Space
Consulting

6/17/20
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Questions?
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File #: Res 32056, Version: 1

CITY OF SEATTLE

RESOLUTION

A RESOLUTION related to the City Light Department; adopting a 2023-2028 Strategic Plan Update for the
City Light Department and endorsing the associated six-year rate path.

WHEREAS, in consultation with the Mayor and the City Council, the City Light Department (“City Light”)
initiated the strategic planning process in 2010 to provide more transparency and accountability for
decision-making within City Light; and

WHEREAS, Resolution 31383, adopted in July 2012, approved City Light’s 2013-2018 Strategic Plan and six-
year rate path, and directed the utility to review and update the Strategic Plan every two years, adding
two years to the Strategic Plan and re-evaluating the remaining four years of the existing Strategic Plan;
and

WHEREAS, since 2012, City Light has revised and updated its Strategic Plan biennially, and has provided
annual reports on the progress of Strategic Plan initiatives to the appropriate City Council committee;
and

WHEREAS, the 2020 strategic planning process was impacted by COVID-19 and related pandemic response
efforts, and the original 2021-2026 Strategic Plan has been amended to be a 2022-2026 Strategic Plan
that covered a five-year period; and

WHEREAS, City Light resumed a six-year planning cycle and is delivering an update to last year’s plan, the
2023-2028 Strategic Plan Update (Attachment 1 to this resolution); and

WHEREAS, the Strategic Plan is foundational to the development of City Light’s budget and establishing a six-

year rate path that supports budgeted programs and activities; and

SEATTLE CITY COUNCIL Page 1 of 4 Printed on 6/17/2022
powered by Legistar™ 19
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File #: Res 32056, Version: 1

WHEREAS, City Light conducted extensive outreach regarding the Strategic Plan, with customer and
stakeholder group meetings, neighborhood open houses, limited-English-proficiency customer outreach,
a market research survey, and social media outreach; and

WHEREAS, the resulting 2023-2028 Strategic Plan Update, which includes a six-year rate path, is a framework
of strategies that respond to industry challenges, effect organizational change, promote diversity and
inclusion, and further the Mayor’s Vision for Seattle. The 2023-2028 Strategic Plan Update expands on
the five business strategies introduced in the 2022-2026 Strategic Plan adopted last year. The five
business strategies are: (1) Improve the customer experience; (2) Create our Energy Future; (3) Develop
Workforce and Organizational Agility; (4) Ensure Financial Health and Affordability; and (5) We
Power, which highlights our core mission of providing customers with affordable, reliable, and
environmentally responsible energy services; and

WHEREAS, per Ordinance 123256, the City Light Review Panel (“Review Panel”) is charged with
representing City Light ratepayers and with reviewing and assessing City Light’s strategic plans; and

WHEREAS, since 2013 the Review Panel has reviewed City Light’s progress in carrying out the Strategic Plan
on a quarterly basis and has also reviewed the Utility’s proposed changes for the 2023-2028 Strategic
Plan Update; and

WHEREAS, the Review Panel, in its letter dated May 3, 2022 (Attachment 2 to this resolution), supports the
Plan Update and has identified several challenges facing City Light in the next few years, including
inflation higher than any time in the last 40 years, supply chain interruptions increasing the cost and
time needed to complete capital projects, a labor market in which it is very difficult to attract employees
with the skills needed by the utility, growing accounts receivables balance, limited availability of
customer assistance programs needed in order to meet the City’s electrification goals, all of which
combine to indicate the next few years will be a highly uncertain period in which to project operational

costs and rates; and

SEATTLE CITY COUNCIL Page 2 of 4 Printed on 6/17/2022
powered by Legistar™ 20


http://www.legistar.com/

File #: Res 32056, Version: 1

WHEREAS, the City Council has reviewed the Strategic Plan Update, the associated six-year rate path, the
recommendation of the Review Panel, and the results of customer and stakeholder engagement; NOW,
THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SEATTLE, THE MAYOR

CONCURRING, THAT:

Section 1. The City Council adopts City Light’s 2023-2028 Strategic Plan Update (the “Strategic Plan”),

a copy of which is attached to this resolution as Attachment 1 and incorporated by reference.

Section 2. To achieve the goals of the Strategic Plan, the annual rate increases for the following six

years as shown in the table below are endorsed.

2023 2024 2025 2026 2027 2028
4.5% 4.5% 3.0% 3.0% 3.0% 3.0%

Adopted by the City Council the day of , 2022, and signed by me in
open session in authentication of its adoption this day of ,2022.
President of the City Council
The Mayor concurred the day of ,2022.

Bruce A. Harrell, Mayor

Filed by me this day of ,2022.

SEATTLE CITY COUNCIL Page 3 of 4 Printed on 6/17/2022
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Monica Martinez Simmons, City Clerk

(Seal)

Attachments:

Attachment 1 - Seattle City Light 2023-2028 Strategic Plan Update

Attachment 2 - City Light Review Panel Comment Letter on Proposed 2023-2028 Seattle City Light Strategic
Plan Update

SEATTLE CITY COUNCIL Page 4 of 4 Printed on 6/17/2022
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As a public utility, our customers and the
communities we serve help to define Seattle City
Light’s goals. We, in turn, deliver affordable, reliable,
and environmentally responsible power. And we
strive to keep the power on, even in challenging
situations like extreme weather, population growth,
and ever-changing business demands. And as we're
learning in 2022, with supply chain disruptions,
inflation, and the “great resignation,” it’s not easy,
but no one ever said it would be.

City Light has met the unparalleled challenges of
the past two years with resilience, ingenuity, and
determinedness. This is to the credit of our
incredible workforce and the understanding that no
matter the disruptions we face, we are a team with
a clear vision of where we want to go and a map for
getting there. City Light’s Strategic Plan is our guide.
It reminds us of our shared purpose and keeps us
pointed in the direction of our long-term goals while
we navigate the uncertainty of the present. Having a
north star has never been more important.

Since 2012, City Light has developed a full
Strategic Plan every six years to outline the key
strategies that guide our work. We update this plan
regularly to reflect current conditions, report on our
progress, and make necessary adjustments. This
includes incorporating customer, community, and
employee feedback to ensure our plans and our
day-to-day work continue to reflect diverse needs
and perspectives.

In May 2021, the City Council and Mayor adopted a
five-year 2022-2026 Strategic Plan, having deferred
a planning year during the pandemic. This update
puts us back on our regular six-year trajectory. More
than that, it’s an opportunity for us to add detail
and further clarify our shared goals as we move into
a post-pandemic reality. The 2022-26 plan helped
us keep our sights set on the future as we dealt
with the disruption of the pandemic. With that
disruption receding, it’s time to get going. That’s
what this update is about—acknowledging the
progress we've made, reaffirming our vision, and
putting our strategies into action. Ready, set, go!

Seattle City Light | Strategic Plan Update 2023-2028 24



HIGHLIGHTS

City Light is already making progress on the Strategic Plan. Below are
some key accomplishments that highlight work that is underway.

Delivering Power in
Extreme Weather

From windstorms and record snow in the winter and
fall to record-breaking triple-digit temperatures in the
summer, 2021’s extreme weather caused many
large-scale outages and high peak energy usage.
Through it all, City Light responded quickly and safely
to get the power back on and manage power loads to

ensure the system could accommodate increased use.

Creating Shelter for

Unhoused Neighbors
Working with other City of Seattle partners, City Light
has turned its former Power Control Center on Roy
Street in Seattle’s Uptown neighborhood into a
24-hour shelter for up to 40 unhoused individuals.
The Seattle Indian Center will manage the shelter.

Expanding Access to

Electric Vehicle Charging
City Light continues efforts to install and operate
publicly accessible electric vehicle fast chargers
throughout its service area. In 2021, City Light installed
six new rapid chargers in its franchise cities, including
five in Tukwila and one in downtown Burien.
In addition, City Light partnered with King County Metro
and the City of Tukwila to develop and open a charging
facility for Metro’s new fleet of all-electric buses. The
facility supports efforts to provide accessible electrified
public transit for south King County communities and
reduces air and noise pollution throughout the region.

Earning a Place on the

Clean Energy Leaderboard
In April 2021, the Smart Electric Power
Alliance (SEPA), a nonprofit organization
that envisions a carbon-free energy
system, announced that City Light
earned a spot on its 2021 Utility
Transformation Leaderboard.
The recognition results from City
Light’s participation in SEPA’s
Utility Transformation
Challenge—an assessment of
U.S. electric utilities’ efforts
to embrace the transition
to a clean and modern
energy future.

Seattle City Light | Strategic Plan Update 2023-2028



Greening Up

Our Community
City Light and the Washington State Housing Finance
Commission’s (WSHFC) Sustainable Energy Trust
were selected as 2021 Green Power Leadership
Award winners by the Center for Resource Solutions.
The award recognized the two agencies for removing
barriers for low- and moderate-income communities
to install solar energy projects. Along with affordable
financing through WSHFC’s Sustainable Energy Trust,
communities can access funding through City Light’s
Green Up Community Program. When customers
participate in Green Up, City Light purchases regional
renewable energy credits on their behalf
to fund community rooftop solar projects.

@ Customer Assistance

City Light continues its focus on
ensuring all customers have access to
clean energy, no matter their income. No
one should be without power. We are
working with City and community partners to
increase the effectiveness of our utility bill
assistance programs.

O Customer Technology

City Light is improving customer-facing technologies
to give customers the tools they need to manage
their accounts and services. This work is part of the
Utility Technology Roadmap, a strategic document
created in 2021 that provides a comprehensive plan
for our technology portfolio investments.

Organizational Change

Management Office
City Light has established a formal change
management program to provide consistent
structure, standards, training, coaching, and
resources to help employees adapt to, and make
the most of, changing job functions, business
processes, and technology. The program has

dedicated staffing, and initial projects are underway.

HIGHLIGHTS

Exploring Renewable Hydrogen
with the Port of Seattle

In 2021, a team led by City Light, Pacific Northwest
National Laboratory and Sandia National Laboratories
began exploring a potential shift from fossil fuel to
clean hydrogen fuel to power medium- and heavy-duty
vehicles at the Port of Seattle. Clean hydrogen fuel is
expected to significantly reduce greenhouse gas
emissions, particularly in the maritime and trucking
industries, which are harder to decarbonize. This work
is supported by two awards from the U.S. Department
of Energy totaling $2.12 million to help meet emission
reduction goals set by City Light and the Port.

Resetting Skagit Hydroelectric
Project Relicensing

Climate change makes the carbon-free energy
produced by the Skagit River Hydroelectric Project
vital to our customers and an important part of
today’s solution to global climate change. It’s also
true that our infrastructure has a significant impact
on the native lands and culture of Tribes and First
Nations, and the dams that power the Northwest are
challenging for fish, particularly salmon. When City
Light received feedback that the relicensing process
was not going well for our partners, we recognized
the need for change. Over the last year, we improved
our relationships with participating Tribes and
agencies by making collaboration the centerpiece of
the relicensing process. We also committed to go
beyond basic dam mitigation to improve the Skagit
watershed and its salmon runs.

Replacing Aging Infrastructure

The Boundary Hydroelectric Project installed a brand
new 772,000-pound rotor (rotating component) and
refurbished stator (stationary component) in one of
its six generators as part of a comprehensive
rehabilitation project. This upgrade will enable the
generator to operate at improved efficiency,
increasing energy output and providing carbon-free,
reliable power for the next 40+ years.

Seattle City Light | Strategic Plan Update 2023-2028 26



S IRATEGIES

The update is organized around the following business strategies:

Improve the Customer Experience

1 Create our Energy Future

2] Develop Workforce & Organizational Agility
! Ensure Financial Health & Affordability

=] We Power

The fundamentals of the Strategic Plan remain unchanged for the 2023-2028
update. We are delivering on our investments to maintain current service levels and
additional strategic investments to enhance service and improve productivity. This
plan update further describes the steps City Light is taking.

Seattle City Light | Strategic Plan Update 2023-2028 27




IMPROVE THE
CUSTOMER EXPERIENCE

We are focused on engaging with our customers and helping employees see the
impact of their actions from the customers’ perspective.

We are making investments to enhance accessibility, offer new program choices, and
better meet our customers’ diverse needs.

Integrate the ‘voice of the customer’ Implement a Customers First strategy that enables us to keep customers’ diverse needs and
into our organizational culture perspectives front and center when making decisions, developing programs, and delivering services.

Strengthen and fix Evaluate and redesign our portfolio of utility assistance programs to ensure our customer assistance and
core customer services affordability programs are accessible and effective, and help as many eligible customers as possible.

Establish a specialized customer support team to address complex billing issues and implement
new billing processes to improve customer interactions and address billing issues.

Implement service-to-bill recommendations to reduce delivery times for new service connections.

Expand customer service options Launch the Renewable Plus program, digital marketplace, and demand response pilot to
improve demand-side management and energy-efficiency options to help customers meet their
sustainability goals.

Implement customer technology projects to enable us to give customers
more self-service opportunities.

28



C R EATE O U R Creating our energy future involves:
E N E RGY F UTU R E : ?ﬁ;ﬁj"gnhszgcf:ﬁx;igofmand for clean energy

¢ Investing in access to low-cost carbon-free renewable power.

e Building and maintaining a smart, resilient, flexible, dynamic,

Our energy future is based on carbon-free renewable resources. Moving ¢ o
and reliable grid infrastructure.

away from fossil fuels will require significant commitments and partnerships.

New infrastructure is needed to ensure electricity can be accessed e Preparing for the increased integration of distributed energy

e resources and more customer options.
wherever and whenever people need it. Similarly, customers

will need more options for accessing and paying for electricity. * Working to reverse historic inequities and avoid collateral harm to
underserved populations by intentionally prioritizing their needs.

Compete for state and federal grants, including major investments being made available by the
Utility Next Portfolio Infrastructure Investment and Jobs Act that will augment and accelerate progress in grid
modernization and electrification and reduce costs to ratepayers.

Grid modernization program Implement grid modernization projects and programs to enhance and update our grid to
support our customers as more buildings and transportation become electric.

Implement electrification plans Develop and implement strategies and new programs to support building electrification and

invest in transportation electrification infrastructure.

Implement an integrated distribution, transmission, and generation resource planning framework
Integrate distribution system to directly connect those three major segments of our system. The framework will incorporate the
and resource planning new grid architecture, including distributed energy resources, and ensure that the overall supply
resource plan meets strategic and policy objectives as well as regulatory requirements.

Provide leadership to develop a coordinated Western energy market to enable the integration
of carbon-free resources, enhance reliability, and support increased planning and operational
efficiency in the region.

Demonstrate leadership in
western market development

Seattle City Light | Strategic Plan Update 2023-2028 29



DEVELOP WORKFORCE &
ORGANIZATIONAL AGILITY

Our industry is transforming quickly, and so are our customers’ needs. We must invest in our
people and processes to enable them to thrive in this transformational environment.

We are building an organization that is nimble, adaptive, and responsive by investing in
strong change management, workforce development, and new technology resources.

And we are cultivating a workforce with the skills and knowledge to align with

evolving business needs and to advance social justice.

Organizational change Launch and grow an organizational change management program to help employees prepare and
management program seamlessly adapt to changing job functions, business processes, and technology.

Build an agile workforce Develop and implement a future of work strategy that encompasses reimagining the workspace for a
hybrid work environment; broadening recruitment to reach a more diverse applicant pool; enhancing
employee development and training; and developing a culture of accountability and outcomes.

Continued implementation of the Develop and implement policies, procedures, and standards for governance, data management and
Utility Technology Roadmap application implementation. Right-size the plan to ensure that the work can be done effectively and
successfully; and real-size the plan to align with industry cost benchmarks.

Seattle City Light | Strategic Plan Update 2023-2028




ENSURE FINANCIAL HEALTH
& AFFORDABILITY

Financial stability is essential to everything we do. Responsible financial planning makes it possible to
develop innovative energy solutions, plan for critical investments, and keep our rates affordable.

We are focused on supporting long-term affordability in Seattle by offering rates that are transparent,
understandable, reasonable, and equitable for all customers, including vulnerable populations.

This commitment includes developing a sustainable and predictable approach to setting

rates over time and providing new pricing options to help customers manage their

energy bills through efficient use of our products and services.

Control rate increases

Price services for the future

Road to recovery

Improve reporting, analysis, and controls to foster strong fiscal management and
accountability at all levels. Cost control and prudent budgeting will enable us to deliver
incremental, affordable rate increases that resemble inflation.

Deliver a new time-of-day rate option and other enhancements to customer pricing

plans to refine price signals and give customers more control over their bills.

Implement a comprehensive, customer-focused road to recovery. This process will
include the expansion of repayment and financial assistance options to help
customers as they emerge from the COVID-19 pandemic.
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WE Our commitment to our core business operations

POWE R and delivering value to our customers includes:

e Continuing to advance our mission to provide our customers
with the energy services they need by responsibly maintaining
our key assets and infrastructure.

“We Power” refers to our core mission as a

utility—to provide our customers with affordable, e Prioritizing diversity, equity, and inclusion in all that we do.
reliable, and environmentally responsible energy
services. This is central to all we do, and our
organizational values describe the way
employees deliver on that core purpose.

* Actively managing and mitigating the constraints, risks, and
uncertainty of operating in a COVID-adjusted environment.

We Power Develop dashboards for each line of business to track our progress and hold
ourselves accountable.

Skagit relicensing* Relicense the Skagit River Hydroelectric Project under the Federal Energy Regulatory
Commission so that the project can continue to provide clean, carbon-free energy while
also safeguarding the cultural and natural resources of the area.

Prioritize investment Prioritize investments in core infrastructure and incorporate new concepts

in core infrastructure® and technologies to accelerate grid modernization.

Evaluate and adjust business processes to ensure design and planning
supports advancements in our customer-facing services.

* New for 2023-2028 update
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Market Development

Western states are increasingly challenged to safely
provide cost-effective, reliable electricity from diverse
resources across a complex grid and a geographically
diverse region. Climate change, drought, and reduced
fossil fuel and hydropower resources have exacerbated
this task. Meanwhile, customer demand for more and
cleaner electricity is increasing due to transportation
electrification, building electrification, and increased
commercial development. City Light is coordinating with
other energy leaders across the West on regional efforts
to drive energy market solutions that can improve
market efficiencies, leverage diverse resources, achieve
carbon reduction goals, and increase reliability in the
West. Through participation in efforts like the Western
Energy Imbalance Market, the Western Resource
Adequacy Program, and the West Markets Exploratory
Group, City Light is helping create a more modern
electric grid to deliver a cleaner, reliable, and more
affordable energy future for everyone.

Investment in Critical
Infrastructure

City Light is prioritizing investments in core
infrastructure. Thanks to committed crews and staff,
we have significantly accelerated our pole replacement
schedule—our goal is to replace 1,700 utility poles by
the end of 2022. We are also continuing work to
upgrade transformers and switchgear at substations,
in addition to other system resiliency enhancements.

Skagit Relicensing

City Light is in the process of relicensing the Skagit
River Hydroelectric Project, a series of three dams
that provides 20 percent of City Light's power.
Renewing our federal operating license will allow the
Skagit Project to continue producing clean,
carbon-free energy while also safeguarding the area’s
cultural and natural resources. City Light is working
with 38 partner organizations and consulting
parties—including federal and state agencies, Indian
tribes, and nongovernmental organizations—to gather
information needed to ensure the protection of
natural and cultural resources within the Skagit
Project area for the duration of the new license. In
March 2022, City Light filed the Initial Study Report
(ISR) with the Federal Energy Regulatory Commission.

The ISR provides initial results from 33 studies that
are being done to inform the actions that City Light
will take to manage and protect the cultural,
environmental, and recreational resources of the
Skagit River watershed under the next license.

Electrification Strategy

The electrification of transportation and buildings is
key to reducing carbon emissions and combating
climate change. We are investing in public charging
stations, working with customers and partner
agencies to electrify fleets, and implementing our
building electrification strategy to support City policy
goals and further reduce emissions.

Our grid modernization work is key to ensuring we
can meet increased demand, while further enhancing
the reliability and resiliency of our infrastructure and
offering new choices to our customers. Another
quickly evolving opportunity is the emergence of
renewable hydrogen as an element of a decarbonized
energy system; we are piloting hydrogen concepts
along the downtown Seattle waterfront, and working
with other agencies to promote a regional hub for
renewable hydrogen as called for by the
Infrastructure Investment and Jobs Act.
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This Strategic Plan Update results in a rate path of
4.5 percent increases annually for the first two years,
then increases of 3.0 percent each year for the
remaining four years. For 2023 and 2024, the 4.5
percent increase translates to about $4 a month for
a typical residential bill or $1.50 a month for a
typical residential utility discount program (UDP) bill.
In 2023, a typical residential bill would be
$84.69/month, a $3.65 increase; a typical UDP bill
would be $33.87, a $1.46 increase.

Strategic Flan Update 202572028

KFWIZ‘B&}ELE

Inflation in the cost of construction materials (e.g.,
wire, wood poles, and transformers) is a driving factor
behind the 4.5 percent rate increases for 2023 and
2024. We are all seeing the impacts of price inflation
in our purchases, and City Light is no exception. The
rising value of raw materials like copper and steel has
also increased the theft and vandalism of utility
infrastructure, which compounds cost pressures.

RATES ARE GROWING WITH INFLATION

Cumulative Increase

30%

25%

20%

15%

10%

5%

0%

2020

2021

2022

Access to affordable electricity for everyone is our
goal. Throughout the pandemic, City Light has
continued to deliver essential services to the
residents and businesses we serve, including those
who could not afford to pay their bills. As pandemic
response measures sunset and we restart collections
practices, we will work with more than 40,000
residential and business customers who have a total
balance of nearly $40 million in unpaid bills to help
them manage their outstanding balances. As a
community-based electric utility, rates include funding
for income-based bill discount programs, emergency
bill repayment resources, and outreach to historically
excluded communities, so all customers can access
help when they need it.

Consumer Price Index, Source: City of Seattle Office of Economic and Revenue Forecasts, January 2022

Inflation

2023 2024 2025

City Light Rate Path

2026 2027 2028
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TO OUR
CUSTOMERS
& COMMUNITY

It has been an honor to lead Seattle City Light over the past three and a half years. None
of us could have predicted the arrival of COVID-19 in early 2020 or the profound impact
it would have on every area of life. When March 2020 arrived, we paused and shifted
our focus to employee and customer safety. The pause included our strategic

planning process; we knew our attention must be short term, tactical, and logisti-

cal. Over time, our comfort with the new normal increased and 2021 became

our year to “Focus and Finish.” City Light employees were ready to think about

the future, and we restarted our strategic planning work. The resulting

2022-2026 Strategic Plan Update prioritized work that would help us

“Recover, Refocus, Restart.”

Looking ahead, we know the future is uncertain, and success is
dependent on approaching challenges and opportunities with
curiosity, kindness, and a commitment to equity. Economic
recovery is happening all around us. As a community-owned
utility, our job is to help our customers thrive in the future

we are creating together.

The time is now. Ready, set, go!

Thank you,

L]
Debra Smith
General Manager & CEO

Seattle City Light | Strategic Plan Update 2023-2028
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G} Seattle City Light

700 5th Ave Suite 3200
Seattle, WA 98124

seattle.gov/city-light
206.684.3000

REVIEW PANEL

The Seattle City Light Review Panel is comprised
of nine members drawn from among City Light’s
customers, to review and assess City Light’s
strategic plan and provide an opinion on the
merits of the plan and future revisions to it to
the Mayor and the City Council.

Anne Ayre
Industrial Customer Representative

Mikel Hansen
Commercial Customer Representative

Scott Haskins
Financial Analyst

Leo Lam
Residential Customer Representative

Kerry Meade
Nonprofit Energy Efficiency Advocate

Michelle Mitchell-Brannon
Low-Income Advocate

Joel Paisner
Suburban Franchise Representative

John Putz
At-Large Customer Representative

Timothy Skeel

Economist
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A. Financial Forecast

)} Seattle City Light

2023-2028 Strategic Plan Update Financial Forecast

EXECUTIVE SUMMARY

This document details the financial assumptions behind the 3.5% average rate path established by City
Light's 2023-2028 Strategic Plan Update (the “Plan”). The proposed rate path provides the revenue
required to deliver on City Light's Strategic goals outlined in the Plan.

Average rates are derived by dividing the revenue requirement by retail sales. On average the revenue
requirement is increasing around $40M (3.8%) per year and retail sales are increasing by 0.3%.

Revenue Requirement
Annual Increase

Retail Sales GWh
Annual Change

Average Rate, ¢/kWh
Annual Increase

2022’
939.6

8,633

10.91

RATE INCREASE SUMMARY

2023 2024 2025 2026 2027 2028 AVG
1,0008 | 10464 10718 | 11033 1,136.7 | 1,175.8

6.5%

8,777
1.7%

11.40
4.5%

4.6% 2.4% 2.9% 3.0% 3.4% 3.8%

8,782 8,733 8,728 8,730 8,767
0.1% -0.6% -0.1% 0.0% 0.4% 0.3%

11.92 12.27 12.64 13.02 13.41
4.5% 3.0% 3.0% 3.0% 3.0% 3.5%

12022 values are planning values from the Adopted 2022-2026 Strategic Plan with the revenue requirement adjusted for the
BPA Passthrough effective January 1, 2022. The average rate is further adjusted to reflect current consumption profiles. (i.e.,
represents current forecast of 2022 average rate)

Below is a table of bill impacts assuming each customer receives the annual rate increase noted above
and maintains a consistent level of consumption. These impacts are examples only and will change after
the cost of service and rate design process is completed for each year. Customers who decrease their
consumption through energy efficiency measures will experience smaller bill impacts.

Residential (650 kWh/mo.)

UDP Residential (60% Discount)
Small Commercial-Car Wash
Medium Commercial-Retail Store
Large Industrial-Stone

Large Commercial-Hospital

Large Commercial-Education

CUSTOMER BILL IMPACT EXAMPLES

Monthly Bill

2022
$81.04

$32.42
$474
$7,562
$24,026
$96,232
$2,022,247

2023
$3.65
$1.46

$21
$341
$1,084
$4,343
$91,270

Monthly Increase
2024 2025 2026 2027 2028 AVG
$3.81 $2.66 $2.74 $2.82 $2.90 $2.98
$1.52 $1.06 $1.09 $1.13 $1.16 $1.19

$22 $16 $16 $16 $17 $17
$356 $248 $255 $263 $271 $278
$1,130 $787 $811 $835 $860 $885

$4,526 $3,153  $3,248 $3,345 $3,445 $3,543
$95109 $66,261 $68,248 $70,290 $72,395  $74,461
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The below charts and table summarize City Light's revenue requirements for 2023-2028.

REVENUE REQUIREMENT DRIVERS CUMULATIVE 2023-2028

2022 Revenue Debt Service Power Cost, 2028 Revenue
Requirement Coverage o&M Net Other Requirement

$1,200 6% 2%

$9.8
39%

- $1,100
c
o
= 31%
> $1,000
A ' $1,175.8
$900
6-Year Average Increase = 3.8%
$800
RETAIL REVENUE REQUIREMENT ANNUAL GROWTH DRIVERS 2023-2028
$70
$61.2
$60 . Debt Service coverage averages 1.93x over
the 6 years but varies year to year
$50 T $456
Higher coverage ’ . . $39.1
oo et o Annual Change in the Revenue Requirement "
5 Inflation (2023 plus $325 .................................. e
g $30 adjustment for 2021-2022) " $253 $334
- K . .......
$20 New Renewable Resources
Lucky Peak
$10 Exchange ‘
2023 2024 2025 2026 2027 2028
-$10
s Debt Service Coverage mmmmmm O&M Power Cost, net W Other, net - Annual change in the RR

2023-2028 STRATEGIC PLAN UPDATE FINANCIAL FORECAST | PAGE 2

39



RETAIL REVENUE REQUIREMENT SUMMARY

$. Millions 2023 2024 2025 2026 2027 2028
Revenue Requirement 1,000.8 1,046.4 1,071.8 1,103.3 1,136.7 1,175.8
Debt Service Coverage

Debt Service 237.3 251.2 250.0 255.0 2434 255.0

Additional Coverage' 220.9 212.7 230.3 221.5 249.9 258.3
Operations & Maintenance (O&M)

2022 O&M Baseline 337.8 337.8 337.8 337.8 337.8 337.8

Inflation 249 333 41.9 51.0 60.8 71.0

Program Growth? 2.1 6.2 8.2 4.5 35 3.1
Net Power Costs

Power and Wheeling Contracts 223.2 247.8 245.4 307.1 317.7 324.4

Net Wholesale Revenue (NWR) (40.0) (45.0) (45.0) (80.0) (85.0) (85.0)

Power Related Revenues, Net (25.7) (18.5) (18.4) (16.2) (15.4) (14.2)
Other Revenues/Costs

Taxes, Payments and Uncollectibles 60.6 63.1 64.7 66.8 69.2 71.9

Miscellaneous Revenue 40.2) (42.2) 43.2) (44.3) (45.3) (46.5)
Debt Service Coverage 1.93 1.85 1.92 1.87 2.03 2.01

T Additional Coverage is a planning cushion that ensures that SCL can meet our bond obligations even in a worst-case
scenario. If not needed to pay debt service, these funds will be used to pay City taxes (6% or ~$60M) and the remainder is
used to cash-fund CIP.

2 Primarily growth in renewable energy credits and transportation electrification incentives from 2022 levels

Drivers of 2023-2028 Revenue Requirements and Rates

1. Debt Service and Debt Service Coverage

e Funds historic and future capital investments
o $2.2 billion 2023-2028 net capital requirements ($364 million per year)
o 40% expected to be funded with revenue/operating cash

e Debt service expected to only have minor growth between 2024-2028
o Payments on new debt replaces payments on retired debt
o Coverage changes year to year to help buffer swings in other costs while still

meeting financial policies and providing stable rate increases

2. Operations and Maintenance (O&M)
e Based on 2022 adopted O&M budget
e Inflation increases are 7.1% in 2023, partially to adjust for higher 2021 and 2022 inflation
currently not captured in 2022 budget. Average inflation of 2.4% for 2024-2028.
e Annual transportation electrification incentives expected to increase around $5 million above
current 2022 levels of around $2 million.

2023-2028 STRATEGIC PLAN UPDATE FINANCIAL FORECAST | PAGE 3
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3. Net Power Costs
e Bonneville (BPA) power and transmission costs are the largest single component at over
$200 million; BPA rates are expected to increase around 3% per year on average.'
o 4.0% increase to power rates every other year
o 3.8% increase in purchase volume in October 2023
o 7.5% increase to transmission rates every other year
e New power resources required to meet resource adequacy targets. Planning assumption is
$74 million, 136 aMW by 2028, combination of solar and wind generation plus transmission.

4. Other Revenues/Costs?
e Not a large driver, expected to remain stable over planning period

Inflation Outlook

Price inflation in 2021 along with the near-term outlook is higher compared to previous expectations.
The below table shows the higher 2022 CPI inflation forecast compared to the 2021 outlook, which was
the basis for the 2022-2026 Strategic Plan.

CPI* 2021 2022 2023 2024 2025 2026 2027 2028
2021 Outlook 2.8% 3.0% 2.5% 2.3% 2.2% 2.3% 2.3% 2.3%
2022 Outlook 4.8% 5.1% 3.1% 2.3% 2.3% 2.4% 2.5% 2.6%

*CPI = Consumer Price Index, Source: City of Seattle Office of Economic and Revenue Forecasts

While future inflation is still uncertain, the chart below shows that City Light's planned cumulative retail
rate increases fall slightly below the current inflation outlook.

CUMULATIVE RATE INCREASES COMPARED TO INFLATION

30% Cumulative Increase from 2020
(]

25%

20%

15%

2022 CPI Outlook*
10%

City Light Rate Path
5%
0%

2020 2021 2022 2023 2024 2025 2026 2027 2028

*CPI = Consumer Price Index, Source: City of Seattle Office of Economic and Revenue Forecasts

'Once BPA announces final record of decision for fiscal year 2024 rates, any material cost differences between the
planning values and expected BPA bills with final BPA rates will be passed through to City Light customers with
the BPA passthrough mechanism.

2 Includes state taxes, franchise payments and uncollectible revenue, which tend to grow in proportion to retail
revenue. Miscellaneous revenue comes from a variety of fees and service charges, as well as interest earnings.
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INTRODUCTION

The 2023-2028 Strategic Plan Update (the Plan) builds on the 2022-2026 Strategic Plan approved in July
2021. The Plan extends the horizon an additional two years to 2028 and returns the planning horizon to
six years. The 2022-2026 Strategic Plan horizon was only five years because it was postponed a year
while the Utility focused on COVID-19 related issues in 2020. This update realigns strategic planning
with the Utility’s biannual budget setting process.

This document details the assumptions that determine the average retail rate path for the years 2023-
2028. Average retail rates are not actual billed rates but are the ratio of the revenue requirement to
retail sales and represent the average impact to customer bills, assuming their consumption is constant.

$ ) revenue requirement ($)

t —
average rate <kWh

retail sales (kwh)

The revenue requirement is the amount of retail revenue that must be collected to balance revenues
with expenses, given current effective financial policies. The chart below illustrates how the revenue
requirement is sized to meet expenses.

REVENUES AND EXPENSES (2023 FORECAST, $MILLIONS)

Other Revenue
NWR

$1,000

$800

$600

Revenue
Requirement

$400

$200

S0

Expenses Revenues

Following is a short description of each primary component of the revenue requirement. These are
discussed in detail in the subsequent sections of this document.

Debt Service Coverage
e The cost of debt-funded capital investments as recovered over time.

2023-2028 STRATEGIC PLAN UPDATE FINANCIAL FORECAST | PAGE 5
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e Per policy, debt service coverage is set at or above 1.8 times the annual debt service obligation.

e The additional funds in debt service coverage above those needed to pay principal and interest
obligations cash-fund a portion of the current year capital requirements, so they are not all
debt-financed.

e For this planning horizon, debt coverage is higher than 1.80x every year so as to meet the target
of revenue-funding 40% of the 6-year CIP.

¢ Includes cash-related expenses for all O&M costs excluding taxes, purchased power and
wheeling (wheeling is purchased transmission).

e All non-capitalized labor costs are included in this category.

¢ Includes inflation assumptions, additional program funding requirements, as well as any
mitigating cost reductions.

Power, Net
e Purchased power costs and wheeling costs, net of power revenues.
e Includes revenues from surplus power sales net of purchases, also called net wholesale revenue.
e Does not include costs of operating owned generation (e.g. Skagit, Boundary hydro projects),
these are part of O&M.

Other
e Includes tax payments, franchise payments and uncollectible revenue, net of miscellaneous
revenues.

This document concludes with a short discussion of the retail sales forecast, which is the denominator in
the average rate formula.

DEBT SERVICE COVERAGE (CIP AND BONDS)

Debt service coverage represents the cost of capital spending, as recovered over time. Net capital
requirements are comprised of the capital improvement program (CIP) less capital contributions, which
are payments from outside sources that offset capital expenses.

Net Capital Requirements = CIP — Capital Contributions

Net capital requirements are not a direct component of the revenue requirement but determine the
amount of debt (bonds) that must be issued. The principal payments on outstanding debt and
associated interest expense make up debt service.

City Light's debt service coverage policy (established by Resolution 31187) calls for setting rates to yield
sufficient revenue net of expenses to cover annual debt service obligations by at least 1.8 times. Since
the additional amount required for debt service coverage is not an actual expense, these funds are
typically used to pay for City taxes® and current year capital expenditures, which reduces the size of
future bonds.

3 Because City Light is part of the City of Seattle, taxes paid to the City of Seattle are considered junior lien to debt
service and are not included in the taxes category when calculating the revenue requirement.
2023-2028 STRATEGIC PLAN UPDATE FINANCIAL FORECAST | PAGE 6
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The capital expenditures forecast is based on the 2022-2027 CIP Plan that was adopted in 2021 as part
of the 2022 budget. The 2028 CIP is a placeholder value given typical capital spending. The adopted CIP
was adjusted to reflect the cumulative increase in inflation compared to 2021 inflation assumptions
used to develop the Adopted 2022-2027 CIP. The amount of the inflation adjustment was roughly 5%
or $18M per year on average. It also differs from the CIP Plan (budget) in that the timing of spending is
adjusted to reflect projected cash outflows, and amounts are reduced by a 10% assumed under-
expenditure.

CAPITAL EXPENDITURES FORECAST

$ Millions 2023 2024 2025 2026 2027 2028
2023-2028 CIP 426.0 405.0 401.3 398.6 404.6 408.3

The next table summarizes capital requirements and funding sources. Capital contributions include
third-party funding for capital expenses such as service connections and reimbursements for certain
transportation projects. They are included in the forecast as a credit to total capital requirements.
Capital funding from operations reflects cash drawdowns and may represent net operating proceeds
from the current or previous year(s). Bond issuances totaling about $1.3 billion to support 2023-2028
capital requirements will bring total outstanding debt to almost $3.3 billion by 2028.

Per financial policy, the six-year CIP should be funded with at least 40% operating cash. Cash funding
over the six-year period is projected to just meet the planning target of 40%.

CAPITAL REQUIREMENTS AND FUNDING

$, Millions 2023 2024 2025 2026 2027 2028
CIP 426.0 405.0 401.3 398.6 404.6 408.3
Capital Contributions 41.4) (39.7) (40.1) 41.1) (48.2) 48.2)

Total 384.6 365.3 361.2 357.5 356.4 360.0

Capital Funding

Operations 141.3 140.7 147.5 141.8 173.5 128.4
Bond Proceeds 2433 224.6 213.7 215.7 182.9 231.6
Total 384.6 365.3 361.2 357.5 356.4 360.0
Total Debt Outstanding 2,779 2,882 2,975 3,087 3,152 3,268

Capital requirements determine the size of future bond sales and resulting debt service, and the sales
are timed to ensure sufficient liquidity to provide at least 130 days operating cash on hand. The bond
size shown below is slightly higher than bond proceeds shown above to account for issue costs and
required deposits into the bond reserve fund. All bond issues are assumed to have a 30-year term.
Borrowing costs are assumed to be 4% in 2022 and 2023 and 5% in 2024-2028. In efforts to smooth the
rate path, debt service coverage is allowed to fluctuate year to year but set at an overall level that meets
the target of 40% capital funding from operations.
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BOND SALES AND DEBT SERVICE, $MILLIONS
Bond Size 2023 2024 2025 2026 2027 2028

Existing’ 2258 2253 209.1 199.7 1737 1734
2022 (Aug)? 200 11.5 11.5 11.5 11.5 11.5 11.5
2023 (Aug)? 250 14.4 14.4 14.4 14.4 14.4
2024 (Aug)? 231 15.0 15.0 15.0 15.0
2025 (Aug)? 220 14.3 14.3 14.3
2026 (Aug)? 222 14.4 14.4
2027 (Aug)? 184 12.0
Total Debt Service 2373 2512 2500 2550 2434 2550
Debt Service and Coverage 4582 4639 4803 4765 4933 513.3
Debt Service Coverage ratio 1.93 1.85 1.92 1.87 2.03 2.01

As of December 2021, 2Fixed Rate Issue (30 year/4.0%), 3Fixed Rate Issue (30 year/5.0%)

OPERATIONS AND MAINTENANCE (O&M)

Operations and maintenance expenses (O&M) are the costs associated with day-to-day operations.
O&M is a large and diverse category of costs that includes functions such as power production;
distribution and transmission system operation and maintenance; customer services such as billing and
meter reading; and administrative support. This forecast defines O&M as excluding purchased power,
wheeling and taxes, which are included in separate categories.

The basis for the 2023-2028 O&M forecast is the 2022 Adopted O&M budget, which is then adjusted
for inflation. The 2023 inflation rate of 7.1% includes the 3.1% published CPI 2023 inflation rate plus
adjustments for inflationary impacts related to 2021 costs (+1.9%) and 2022 costs (+2.1%) that were not
reflected in the adopted 2022 O&M budget. In general, the Strategic Plan assumes that overall 2022
funding levels will grow with inflation. However, specific funding in certain areas may change as City
Light makes resource and organizational adjustments to deliver on the strategic initiatives and core
services. The number of overall positions is expected to stay constant over the next six years.
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BUDGET O&M INFLATION BY CATEGORY

$, millions 2023

Inflation Assumption’ 7.1%
Labor 164.2
Labor Benefits 75.0
Non-Labor 88.9
Transfers to City 79.3
Operating Supplies? 13.8
Overhead Credits? (57.3)

Total Inflated Budget 363.9

2024
2.3%

168.0
76.7
91.0
81.1
14.1

(58.6)

372.3

2025 2026
2.3% 2.4%
171.9 176.0

78.5 80.4
93.1 95.3
83.0 84.9
14.4 14.7
(59.9) (61.4)
380.9 390.0

2027
2.5%

180.4
82.4
97.7
87.1
15.1

(62.9)

399.8

2028
2.6%

185.1
84.5
100.2
89.2
15.5
(64.5)
410.0

12022 CPI Forecast for King and Snohomish Counties, the 7.1% for 2023 includes the 3.1% published CPI 2023
inflation rate plus adjustments for inflationary impacts related to 2021 costs (+1.9%) and 2022 costs (+2.1%)
that were not reflected in the adopted 2022 O&M budget. Source: City Office of Economic and Revenue

Forecasts.

2 Includes IT equipment and software; fuel costs; and inventory material for distribution and generation.
3 Overhead expenses associated with the Capital Improvement Program (CIP) are removed from the O&M
budget and included as capital expenditures.

There are numerous adjustments made to the 2022 O&M budget to make it consistent with financial
reporting and policies. The following table details these changes. It shows the relationship between the
inflated O&M budget and the O&M forecast.

O&M ADJUSTMENTS DETAIL

$, millions

Inflated 2022 Budget

adjustments
REC Expense’
Intertie Expense’
Solar Tax Credit?
Transportation Electrification?
Engineering OH (excl from budget)
Under Expenditure*

Total O&M

2022 O&M Baseline

Inflation

Program Growth?®
Total O&M

2023
363.9

11.5
1.1
1.6
2.0

(5.4)

(10.0
364.8

337.8
24.9
2.1
364.8

2024
3723

13.3
1.1
16
45

(5.5)

(10.0)
377.3

337.8
333
6.2
3773

2025
380.9

14.9
12
16
5.0

(5.6)

(10.0)
387.9

337.8
41.9
8.2
387.9

2026
390.0

12.8
12
0.8
43

(5.7)

(10.0)
393.3

337.8
51.0
45
393.3

2027
399.8

12.2
1.2
0.6
43

(5.9)

(10.0)
402.1

337.8
60.8
3.5
402.1

2028
410.0

12.2
1.2
0.2
43

(6.0)

(10.0)
411.9

337.8
71.0
3.1
411.9

11-937 Renewable Energy Credits (RECs) and maintenance costs associated with ownership of the 3rd AC intertie
are budgeted as purchased power budget but recognized as O&M in financial statements.

2 Passthrough of WA State solar production tax credit. State taxes lowered by same amount.
3 Growth in transportation electrification incentives above what is in the 2022 budget (around $2 million).
“Deduct $10 million per year to reflect assumed budget under expenditure.
>Program Growth reflects adjustments relative to 2022 levels.
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POWER COSTS, NET

This category includes all costs and revenue associated with the wholesale purchase and sale of
electricity, wheeling (rented transmission) and associated ancillary services.

Current projections reflect the expiration of the Columbia Basin Hydro contracts in 2024 through 2026
and the acquisition of new resources from 2024 onward. New resource acquisitions may be pursued in
greater or lesser quantities than currently planned based on factors including power market outlook,
reliability studies and customer programs. The costs of new power resources are partially offset by
increases in planning values for Net Wholesale Revenue. Below is a table outlining long-term power and
wheeling costs.

LONG-TERM POWER AND WHEELING CONTRACTS

$. Millions 2023 2024 2025 2026 2027 2028
BPA Power’ 140.5 148.0 150.0 153.9 156.0 160.1
BPA Wheeling? 53.8 56.8 57.8 61.0 62.2 65.6
New Resources? 0.0 14.0 14.0 64.2 72.9 74.2
Lucky Peak* 9.3 9.5 9.8 10.0 10.3 10.5
Other Wheeling® 1.0 1.0 1.0 53 5.1 53
Columbia Ridge® 6.5 6.7 6.8 6.9 7.1 4.5
King County West Point® 2.4 2.5 2.6 2.6 2.7 2.7
Priest Rapids’ 14 1.3 1.2 1.1 1.0 0.9
High Ross® 0.4 04 04 0.5 0.5 0.5
Columbia Basin Hydro? 7.8 7.5 1.7 1.5 0.0 0.0

Total LT Power &

Wheeling Contracts 223.2 247.8 245.4 307.1 317.7 3244

T Assumes that BPA bills reflect 3.8% higher purchase volume starting FY2024 and a 4.0% increase to BPA power rates every
other year. BPA rates updated October 1st of odd-numbered years.

2 Assumes BPA wheeling costs increase 7.5% on October 1st of odd-numbered years.

3 New Resources identified to meet resource adequacy targets in the 2022 Integrated Resource Plan. The planning values
include a mix of solar and wind resources and include transmission. The new resources are expected to provide 136 aMW
by 2028. The resource brought online in 2024 is part of the Renewable Plus Program.

4Reflects production O&M costs growing with inflation.

SForecast assumes Lucky Peak transmission costs are transferred to a third party as part of a renewed exchange agreement
through 2025.

6 Cost inflates per contract terms.

7 Priest Rapids costs are expected to decline because City Light's share of the project will shrink as Grant PUD's load grows.
8 Expenses for the High Ross contract reflect a small level of O&M costs. City Light stopped making capital

payments in 2020.

9 Reflects City Light's apportioned allotment of production O&M costs, growing with inflation. Contracts start expiring in
2024 and all will expire by 2026.

City Light's largest contracted power purchase is with the Bonneville Power Administration (BPA). BPA
power and wheeling bills are assumed to increase 4.0% and 7.8%, respectively, every other year during
2023-2028, with the rate changes effective in October of odd years. In addition, purchased power
volumes are expected to increase 3.8% starting October 2023 due to a higher load forecast outlook
relative to the load forecast used to set current BPA purchase volumes. Once BPA announces its record
of decision for BPA rates for FY 2024-2025 City Light's 2024 BPA power and transmission bills under the
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new rates will be compared to the 2024 planning values in this report and any material differences will
be passed through to City Light customers via the BPA pass-through mechanism (SMC 21.49.081).

BPA DETAIL
$ Millions 2023 2024 2025 2026 2027 2028
Block 140.5 148.0 150.0 153.9 156.0 160.1
Wheeling 53.8 56.8 57.8 61.0 62.2 65.6
Total BPA Costs 194.3 204.8 207.8 214.9 218.1 225.7
Annual Change 5.4% 1.5% 3.4% 1.5% 3.5%

Net Wholesale Revenue is the revenue from selling surplus energy on the wholesale market, net of
purchases for load balancing. The planning values are increasing in 2026 to reflect an anticipated
increase in surplus power volumes owing to new long-term power resource acquisitions. Any
differences between actual NWR and these planning values will be transferred to/from the Rate
Stabilization Account (SMC 21.49.086).

WHOLESALE REVENUES, NET

2023 2024 2025 2026 2027 2028
Net Wholesale Revenue 40.0 45.0 45.0 80.0 85.0 85.0

Power related revenues are comprised of long-term power sales, net revenues from sales of ancillary
market services, and transmission sales. The following table details these assumptions.

POWER RELATED REVENUES, NET

$, Millions 2023 2024 2025 2026 2027 2028
Power Contracts
Article 49 to PO County 2.8 2.8 2.9 29 3.0 3.1
Priest Rapids 1.6 1.5 14 1.1 0.8 0.6
BPA Credit for South Fork Tolt 2.9 2.8 2.8 2.7 2.6 1.5
BPA Residential Exchange Credit - - - - - -
Power Marketing Net' 14.9 7.8 7.8 5.8 53 5.3
Transmission Sales? 35 3.6 36 3.6 3.7 3.7
Total Power Related Revenues, net 25.7 18.5 18.4 16.2 15.4 14.2

"Power marketing revenues (net of purchases) are earned from sales of ancillary services associated with
generation and transmission assets, such as reserve capacity sales. Assumes Lucky Peak exchange premiums
of $9.6 million in 2023, $2M annually in 2024-2025 and no exchange in 2026-2028.

2 Assumes $1.5M revenue from the resale of BPA point-to-point transmission in 2023, increasing with
inflation. Includes $1M annual revenue from the resale of 3rd AC transmission capacity in all years. Also
includes $1M annual frequency response revenue, a transmission ancillary service.

OTHER COSTS AND MISCELLANEOUS REVENUES
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This "other” category is made up of costs and revenues such as taxes, interest income and fees for retail
services.

OTHER COSTS (TAXES, PAYMENTS AND UNCOLLECTIBLES) DETAIL

$. Millions 2023 2024 2025 2026 2027 2028
State Taxes' 43.0 44.8 459 48.0 499 51.9
Franchise Payments and Other Taxes? 10.0 10.5 10.7 10.5 10.8 11.2
Uncollectible Revenues? 7.5 7.9 8.1 8.3 8.6 8.9

Total Other Costs 60.6 63.1 64.7 66.8 69.2 71.9

T State taxes are 3.8734% of retail revenues, plus some other revenues and contributions. Not included are
City taxes, which are 6% of total taxable revenues but do not directly impact the revenue requirement
because they are junior to debt service. They are treated as a "below the line” expenditure and are deducted
from the additional debt service coverage, reducing the amount of current year operating proceeds going to
capital requirements.

2 Payments associated with franchise contracts with the cities of Burien, Lake Forest Park, SeaTac, Shoreline,
Tukwila and King County (expected to be approved in 2022). Franchise payments range from 4% to 6% of
total retail revenue in each franchise territory. Franchise payments for King County are assumed to start at 8%
effective April 2022 and decrease to 6% in 2026 and thereafter. Also includes a utility tax passthrough for
Normandy Park and Lake Forest Park and other miscellaneous taxes (e.g., B&O tax) to other jurisdictions
where the utility has operations.

3Uncollectible revenue is assumed to be 0.75% of retail revenues.

MISCELLANEOUS REVENUE SOURCES DETAIL

$. Millions 2023 2024 2025 2026 2027 2028
Non-Base Rate Retail Revenue' 5.2 6.3 6.5 6.6 6.8 6.9
Other Revenue? 22.8 234 24.0 24.7 253 25.9
Suburban Undergrounding? 4.2 4.2 4.2 4.2 43 43
Property Sales* 1.2 1.3 13 13 1.4 1.4
Interest Income® 6.8 7.0 7.1 7.4 7.6 8.0
Operating Fees & Grants 0.0 0.0 0.0 0.0 0.0 0.0
Net RSA Transfers® 0.0 0.0 0.0 0.0 0.0 0.0

Total Other Revenue Sources 40.2 42.2 43.2 44.3 45.3 46.5

"Non-base rate retail revenue includes revenues from retail customers for services or programs which are not
dictated by the revenue requirement. Examples include elective green power programs, distribution capacity
charges and power factor charges.

2 Other revenue includes a broad range of income sources, such as late payment fees, payments for damages
to property, transmission tower attachments, distribution pole attachments and account change fees.

These revenues are expected to increase mildly over time, mostly growing with inflation.

3 Suburban undergrounding revenues are collected from customers in certain suburban cities for the
repayment of discretionary municipal undergrounding of parts of their distribution system.

4 Property sales based on historical averages. No large sales are assumed in this forecast.

> Interest income assumes City Cash Pool cash holdings accrue interest at an annual rate of 1.5%.

6 RSA transfers are the deposit into the RSA net of any RSA surcharge revenue.
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RETAIL SALES

The forecast of retail sales is based on City Light's 2021 official load forecast, which predicts relatively
flat retail sales over the course of the Plan. Energy efficiency investments by both the Utility and
customers are expected to continue to reduce sales and outpace new load from economic growth.
However, electrification of transportation and buildings is expected to gradually bring on more load,
resulting in load growth after 2030. The amount and timing of new electrification load is very uncertain
and will continued to be studied by City Light. Retail sales have recovered from initial COVID impacts
faster than originally projected and the retail sales outlook for 2023 is 1.7% above the 2022 levels in the
Adopted 2022-2026 Strategic Plan. This helps offset some of the large increase in the 2023 revenue
requirement. However, since load is relatively flat for 2023-2028 it does not have a significant impact on
the rate increases for those years.

RETAIL SALES FORECAST: LONG TERM
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RETAIL SALES FORECAST
2023* 2024 2025 2026 2027 2028

GWh

Residential 3,068 3,058 3,039 3,036 3,040 3,056

Small and Medium 3,433 3,445 3,430 3,432 3,435 3,451

Large and High Demand 2,276 2,279 2,264 2,259 2,255 2,260
Total 8,777 8,782 8,733 8,728 8,730 8,767
Annual change

Residential 2.0% -0.3% -0.6% -0.1% 0.1% 0.5%

Small and Medium 2.1% 0.3% -0.5% 0.1% 0.1% 0.5%

Large and High Demand 0.6% 0.2% -0.7% -0.2% -0.2% 0.2%
Total 1.7% 0.1% -0.6% -0.1% 0.0% 0.4%

4 Annual Change is relative to Adopted 2022 levels (retail sales assumptions used to set 2022 rates)
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APPENDIX A: CAPITAL REQUIREMENTS DETAIL

Cip

The following bar chart is a graphical depiction of expected capital expenditures. The forecast is based
on the Adopted 2022-2027 CIP budget and has been increased by approximately 5% to reflect the
cumulative change in the long-term inflation forecast. The 2028 CIP is a placeholder value. This forecast
sets overall spending targets. Funding levels for individual CIP programs and projects will be developed
during the budget setting process.

CAPITAL REQUIREMENTS FORECAST: BASED ON 2022-2027 ADOPTED CIP

450
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(%]
e
2 250
3
<200
150
100
) .
_ Total
2023 2024 2025 2026 2027 2028 2023-
2028
W Other Capitalized Expenses 6 7 9 7 11 10 51
B Conservation 29 29 29 29 29 30 175
M External Projects 27 21 18 20 21 21 128
H Central Utility Projects 37 33 27 26 26 30 180
1 Distribution 236 241 251 254 242 244 1,467
[ Transmission 12 9 8 8 9 9 56
B Power Supply 80 65 59 53 66 64 386
Total Expenditures 426 405 401 399 405 408 2,444

Key infrastructure projects planned during 2023-2027 include:
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e Underground and overhead equipment replacements, which include replacing older distribution
equipment that is nearing the end of its useful life, is overloaded or no longer has available
parts. The overhead equipment replacement project also includes the accelerated wood pole
replacement program.

e Other key projects include the overhead and underground electric power service connections
for Medium General Service and various protection, mitigation and enhancement activities that
will fulfill the requirements for the 2013 FERC license and settlement agreement at Boundary.

8351
8353
6987
8366
8452
9969
8363
8404
9239
9101

MAJOR CIP PROJECTS 2023-2027 SPENDING, $MILLIONS
Included in 2022-2027 Adopted CIP Budget

: Overhead Equipment Replacements 205.8
: Underground Equipment Replacements 168.8
: Boundary - Licensing Mitigation 97.6
: Medium Overhead and Underground Services 96.8
: Pole Attachments 86.5
: Software Replacement Strategy (Distribution) 59.2
: Network Additions and Services: Broad Street Substation 52.8
: Denny Substation — Network 459
: Transportation Electrification 437
: Equipment Fleet Replacement 388

Compared to recent historical CIP spending the 2023-2028 CIP forecast is lower, especially when
adjusted for inflation. The below chart shows this trend.

AVERAGE* CAPITAL EXPENDITURES - INFLATION-ADJUSTED
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APPENDIX B: HIGH-LEVEL STRESS TEST

There is a large amount of uncertainty projecting rates out six years and many of the largest risks are
factors outside of City Light's control. To help illustrate the rate impacts of additional cost pressures a
few high-level scenarios were developed. The scenarios are not comprehensive and do not assign any
probability of occurrence. They can be viewed as “what if” scenarios. The scenarios are grouped in the
following categories:

1. Operating Costs
2. Capital Costs
3. Retail Sales

All costs or retail sales changes are relative to values currently in the Plan. Each scenario assumes a net
cost change after any funding offsets are identified. For example, $100M higher capital costs can be

inferred as the impact of $100 million of new capital costs or $150 million of new costs with $50 million
of offsets.

Rate impacts are shown as an increase to 2028 rates relative to 2028 rates in the Plan (i.e., a 5% rate
impact in 2028 means on average 2028 customer bills would be 5% higher than projected in the Plan).
Impacts between categories can be additive. The below table shows an example of this:

Stress Test - Example 2028 Rate Impact
$25 million higher operating costs 2.2%
$200 million higher capital costs 2.9%
5% lower retail sales 2.8%
Total 7.9%

OPERATING COSTS

Since net purchase power costs and O&M impact the revenue requirement in the same way they are
combined for purpose of stress testing.

Major risks in O&M over next six years
e Labor costs / inflation
o Labor and benefits are assumed to increase 21% through 2028 in the Plan
o A 30% increase (approximately 5% per year on average) would be an additional $21 million
e Funding new initiatives without offsets (higher service levels)
e New regulatory requirements
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Major risks in net purchase power costs over next six years

e Higher BPA costs
o Higher rate increases than current assumption of increases every other year of 4% for
power and 7.8% for transmission
= Transmission faces highest cost pressures
e Higher cost and/or amount of new resource purchase
o Current planning levels are $74 million for 136 aMW by 2028
o 15% higher costs would be $11 million
o Higher purchase volumes would be partially offset by increased net wholesale revenue
e Depressed wholesale prices on sustained basis
o Reduces value for surplus sales
o The Rate Stabilization Account buffers short term volatility but sustained change in the
market would require changing the net wholesale revenue planning values, impacting
base retail rates.

Select Costs/Revenues

$ Millions 2028 Value 10%

Labor and benefits $270 $27
Other O&M $142 $14
Power and wheeling contracts $324 $32
Net Wholesale Revenue (NWR) -$85 -$9

Stress Test

;l:,t“ﬁiiiratmg Cost Increase, | oo o impact
$10 0.9%
$25 2.2%
$50 4.4%
$75 6.6%

CAPITAL COSTS

Major risks to capital costs include

e High inflation for materials and labor

e Accelerated maintenance and replacements of infrastructure

e Skagit relicensing cost uncertainty

e Electrification and other growth requiring significant distribution capacity additions
e Major equipment failure
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Increased CIP costs are assumed to be spread evenly over 2023-2027 (2028 CIP will impact retail rates
starting in 2029).

Capital Cost Stress Test

Increase to 6- Percent of 2028 Rate
Year CIP 2023-2028 CIP* | Impacts
$100 4% 1.4%

$200 8% 2.8%

$400 16% 57%
*Total CIP = $2,444

Financing costs are assumed to be 5% in most years of the Plan. If borrowing costs increased to 6% for
2023-2027 the approximate 2028 rate impact would be 1.5%.

RETAIL SALES

Changes in retail sales will impact rates through both the revenue requirement and the amount of sales
the revenue requirement is spread over.

$ \ _ revenuerequirement ($)
kwh

t
average rate < retail sales (kwh)

Retail sales impact the revenue requirement by changing net power costs. Lower retail load will
decrease net power costs (lower the revenue requirement) since there will be more surplus to sell on
the wholesale market or less energy purchased through long term contracts. Conversely, higher retail
load will increase net power costs since there will be less surplus to sell on the wholesale market or
more energy required through long term contracts. In addition, changes in retail sales will impact the
base unit consumption that fixed costs are recovered over. In general, over the six-year planning period
increases in retail sales will decrease retail rates, while decreases to retail sales will increase retails rates®.

Fixed Costs / Net Impact to

Net Power Costs kWh Avg Rates

Higher Retail Load t
Lower Retail Load t t

> This analysis assumes that City Light's current distribution system has current capacity to absorb incremental
load without significant investments not already identified in the Plan.
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In the short run, changes to City Light's retail sales will only impact the amount of surplus sales sold on
the wholesale market. However, in the outyears, changes to retail sales will also impact City Light's BPA
purchase volume and may also impact the amount of new renewable resources the utility acquires.
There are many different possibilities of the combination of incremental power resources, along with
uncertainty about their prices. Therefore, a range of incremental power prices are used to show the
range of possible rate impacts.

The below chart shows 2028 rate impacts resulting from changes in retail sales for a range of
incremental power prices between $40/MWh and $100/MWh. The $60/MWh incremental cost is the
closest scenario to what would be expected under current expectations.

Incremental Price of Energy, $/MWh $40 ‘ $60 ‘ $80 | $100
Change in Retail Sales* 2028 Rate Impact

-10% 7.7% 6.0% 4.2% 2.5%

-5% 3.6% 2.8% 2.0% 1.2%

5% -3.3% -2.6% -1.8% -1.1%

10% -6.3% -4.9% -3.5% -2.1%

*Cumulative by 2028
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B. Outreach Summary

@ Seattle City Light APPENDIX

2023-2028 Strategic Plan Update Outreach
Summary

Executive Summary

In accordance with Resolution 31463, adopted in September 2013, Seattle City Light engaged
with customers and stakeholders to offer opportunities for these groups to provide input on
the 2022-2026 Strategic Plan. Outreach efforts for the Strategic Plan began in early 2020, when
the intent was to publish a six-year plan in line with the normal cadence of City Light's strategic
planning process. However, when the COVID-19 pandemic arrived in our region in March 2020,
progress on the next strategic plan was halted in order to attend to the more pressing needs of
our community, staff, and business.

When the planning process resumed in early 2021, outreach for the new plan resumed as well.
In March and April 2021, City Light presented our 2022-2026 Strategic Plan to community
groups and hosted a Virtual Town Hall open to the public. We created a 2022-2026 Strategic
Plan Executive Summary document and made the summary and presentation slides available
online for those who were unable to attend one of the outreach sessions.

For the 2023-2028 Strategic Plan Update, we are building on these outreach efforts. As some of
the business strategies and programs identified in the 2022-2026 Strategic Plan are multi-year
efforts, we continue to use the feedback we received to inform planning and implementation
for 2022 and beyond. City Light plans to continue the conversations with stakeholder groups
and customers to inform program plans going forward. The outreach efforts we initiated for
the 2022-2026 Strategic Plan are leading to more ongoing, mutually beneficial relationships
with community-based organizations and stakeholders as we continue moving forward over
the next six years.
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Outreach Methods

Clean Energy Future Survey

The Clean Energy Transformation Act (CETA) commits Washington to an electricity supply free
of greenhouse gas emissions by 2045. Clean electricity will allow Washington residents and
businesses to power their buildings and homes, vehicles, and appliances with carbon-free
resources, such as wind and solar. Reductions in fossil fuel use will improve the health of
communities, grow the economy, create family-sustaining jobs, and enable the state to achieve
its long-term climate goals.

The law provides safeguards to maintain affordable rates and reliable service. It also requires
an equitable distribution of the benefits from the transition to clean energy for all utility
customers and adds and expands energy assistance programs for income-eligible customers.

On August 6, 2021, Seattle City Light sent out a Clean Energy Future survey to 180,000
residential customers via email. The total number of responses that City Light received was
4,522. The survey questions were informed by CETA equity indicators as well as other utility-
wide initiatives including the Transportation Electrification Strategic Investment Plan, the Clean
Energy Implementation Plan, the Integrated Resource Plan, and the 2022-2026 Strategic Plan
that had been recently adopted.

A vast majority of respondents were concerned about climate change. All demographics listed
reducing climate change impacts, reducing reliance on fossil fuels, and reducing environmental
impacts as the three most important benefits of achieving 100% clean energy by 2045. The
main concerns with achieving 100% clean energy were a mixture of four responses: bill
increases, negative impacts of clean energy technology, reliability of service, and construction
impacts. More than 80% of respondents believe that City Light's power supply is less than 90%
renewable and 41% of respondents believe less than 50% is renewable.

When asked about transportation, more than half of respondents listed a personal vehicle as
their main form of transportation. Low-income customers and renters are the most likely to use
public transportation. The main concerns when choosing transportation were a mix between
ease of access to home/work, commute time, options to reach destination, and cost.

When asked how comfortable respondents were in transitioning to all-electric in their daily life
(electric cooking, electric heat, electric vehicle, etc.), more than half responded with ‘very
comfortable,” and about a quarter responded somewhat comfortable. Renters are the most
comfortable transitioning to all-electric in their daily lives.
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Residential Customer Satisfaction Survey

The Seattle City Light Residential Customer Satisfaction Survey was conducted by both
random-sample hybrid (phone and text-to-online) and an opt-in (online) format. The random-
sample format was conducted from September 30 through October 6, 2021. The sample size
was 690 residential customers. The opt-in format was conducted from October 13 to October
25, 2021. The sample size was 2,669 residential customers.

An overwhelming majority (85%) of residential customers are satisfied with the overall service
they receive from Seattle City Light (54% very satisfied and 31% somewhat satisfied). Reliability
of service is the main reason most customers are satisfied. A majority of customers rate City
Light positively for almost every service area tested (providing reliable service, being
responsive and friendly, having affordable rates, keeping customers informed, providing clean
power, helping reduce energy use, and being active in the community).

Of the 15% of residential customers who are not satisfied, they reported that unaffordable
rates and billing issues were the top two reasons why they were dissatisfied.

Seven in ten customers say providing clean, carbon-free power or helping reduce energy use
should be a top priority. Keeping customers informed about changes that can affect them is a
priority for a quarter of residential customers.

The survey results show that customers are most likely to interact with City Light first via
website (to find information or to pay their bill online) and second by phone. Most customers
are satisfied with getting answers to their questions and service needs resolved, regardless of
which method of communication is used.

Customers are more aware of programs for billing and payment assistance than programs to
help save energy, money, and the environment. Lack of awareness of these programs is higher
among People of Color, limited-English speaking customers, younger customers, renters, and
residents that are new to the Seattle area.

Customers in every demographic group have positive impressions of hydropower generated by
dams, yet positive impressions for wind and solar sources are much higher.

Customers think electric vehicles (EVs) are the future, and a majority of customers in every
demographic group are interested in leasing/purchasing an EV. Customers point to the cost of
EVs as the biggest barrier to purchasing one, but charging locations, charging time, and vehicle
range are also concerns.
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Stakeholder Meetings

City Light contacted 16 stakeholder groups in 2021 offering them an opportunity to hear
information about the 2022-2026 Strategic Plan. City Light presented our high-level business
strategies for the plan and asked attendees to provide input. Of the groups contacted, 11
expressed interest in engaging in the process. Stakeholder meetings were arranged for City
Light leadership to present an overview of the Business Strategies and answer questions from
the group. Over 150 individuals participated in these stakeholder meetings, bringing a variety
of perspectives on the strategies laid out in the plan. A summary of the stakeholder meetings
and the key findings are presented on the following pages.

Virtual Town Hall

To encourage participation from community members who may not have been able to attend
a stakeholder meeting, we offered a Virtual Town Hall open to the public. The town hall was
held on April 15, 2021, from 6:00-7:30 pm, on Webex. City Light General Manager and CEQO,
Debra Smith presented information on the 2022-2026 Strategic Plan and answered questions
from the audience. Community members were encouraged to send any additional questions
and feedback to SCL StrategicPlan@seattle.gov.

Online Materials

City Light shared information about the Strategic Plan on our website. The 2022-2026 Strategic
Plan Executive Summary was posted on our website and on our Powerlines blog. The
stakeholder presentation was posted on the website. The executive summary and a sample
stakeholder presentation are included at the end of the outreach summary for your reference.

Employee Outreach

In addition to the public outreach, City Light leadership presented information about the 2022-
2026 Strategic Plan to City Light managers and supervisors and to the City Light Race & Social

Justice Initiative (RSJI) Change Team. Employees were invited to attend the virtual town hall on
April 15. A Strategic Plan update was shared with employees in the Network Newsletter and on
the SCL Hub (City Light's internal employee website).

On March 11, 2022, City Light leadership published messaging on the utility’s internal website
about the 2023-2028 Strategic Plan. The post offered all employees the opportunity to share
comments regarding the current plan as well as areas of focus that they believe should be
reflected in the next plan. This input was recorded using a Microsoft Forms survey, where
questions were structured around the plan’s five Business Strategies and corresponding
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Projects, Initiatives, and Activities (PIAs). Employees emphasized electrification as a critical topic
they want to see throughout various PIAs, as well as ensuring support for customers in the
electrification process. Responses also highlighted the need for meaningful, two-way
communication between City Light and customers.

Customer Experience Outreach

City Light has continued to engage with customers to understand the barriers they face when
interacting with the utility. A core commitment for both the 2019-2024 and 2022-2026
Strategic Plans was to improve the customer experience. This cannot be done without working
directly with our customers to understand the challenges they face when interacting with City
Light. Efforts are underway to modernize and improve the customer journey by making the
Utility Discount Program more accessible and the City of Seattle launched the new Utility
Services Website in May 2020. Seattle City Light and Seattle Public Utilities (SPU) continue to
add new features to the Utility Services Website to enhance self-serve options and the overall
customer service experience.

City Light continues to work to provide customers with more options. In 2022, City Light, SPU,
the Human Services Department, and Seattle IT will be launching a new Utility Assistance
Programs online application process. This online application will provide access to City Light
and SPU emergency assistance programs for residential customers. The online, automated
system is intended to provide a single, streamlined process for all customer assistance
programs. This is one way we can continue to improve the customer experience.
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Stakeholder Meetings and Virtual Town Hall

Summary of Meetings

Date
3/18/2021

3/30/2021

4/5/2021

4/6/2021

4/8/2021

Number of
Stakeholder Group Key Questions/Comments Attendees
City Light e City Light should work to be more agile and roll out new 12
Environmental programs more quickly
Advisory Board ¢ Questions about rate design
Environmental ¢ We need to think about affordability beyond just 6

Justice Committee
members,

Office of
Sustainability and
Environment staff

Seattle Renters’
Commission

Franchise Cities

NW Energy
Coalition

“energy burden”

¢ Need more support for those who don’t qualify for “low
income” programs but who still need assistance

¢ City Light needs to connect with work already being
done at the community level

¢ Need more support for assistance program applications

¢ Align with other City departments to better serve the
community

¢ Need meaningful mitigations for impacts on
environmental justice communities

e Would like City Light to consider a warning period 9
before rates increase

e Provide more information around rate structure

e Consider changing our schedule so that rate increases in
January aren’t occurring during the middle of “peak
energy use season”

e Make sure our projects to benefit the community don't
just benefit wealthy residents

e Interest in electrification of infrastructure—EV charging 7
stations, facilities, proactively planning for future needs

e Better coordination on multigovernmental projects and
CIP projects

e Support infrastructure improvements that will improve
power quality and future development in their city

e Interested in how advanced meters can improve the 19
customer experience

e How do we encourage energy efficiency and manage
loads at the same time?

e As we move to more time-of-day (TOD) pricing, how
does that affect those who cannot shift their usage?

o Very supportive of electrification; NWEC would like to
see City Light be a leader in this area
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Date
4/12/2021

4/15/2021

4/15/2021

4/29/2021

Number of

Stakeholder Group Key Questions/Comments Attendees

Seattle 2030
District,

Business Owners
and Management
Association (BOMA)

Staff from Multi-
Service Center and
Hopelink

Virtual Town Hall
(open to the public)

Key Customers

e Interest in speeding up the implementation of new 5
energy efficiency incentives for businesses and being
involved in development/decision-making process
e Electrification is not necessarily a positive word for
BOMA due to the challenges of modifying existing
buildings
¢ Concerns about electrification happening too fast
without enough homework being done
e Want to see commercial real estate represented more in
our outreach efforts
¢ Glad to hear about efforts to control debt and ensure
financial health
e Want information in the plan around resuming shutoffs 27
for non-payment; want to be kept in the loop so they
can be prepared to serve customers
e Would like greater freedom of information around
customer data so they can better reach all eligible
customers for assistance programs
e Looking forward to ongoing opportunities to partner
with City Light
¢ Questions around re-training workforce to work on 16
electrification in the coming years so that current
employees aren't left behind
¢ How do we ensure that we are building a diverse
workforce? What does success in this area look like?
e Interest in ensuring those who have been traditionally
underserved are part of our future plans
e Interest in incentives around building electrification,
advocating for building electrification
e High level of interest in incentives to electrify existing 65
buildings
e Questions and concerns about grid stability and ability
to handle the increased load resulting from
electrification
e Want increased access to their energy use data
e Asked about opportunities to partner with City Light on
mutually beneficial projects
e Support infrastructure improvements that will improve
power quality

Total Attendees 166
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Key Findings

Affordability and Predictability of Rates

Customer bills remain a high priority across all stakeholder groups. Stakeholders expressed
interest in understanding how their rates are currently structured, how rates might be
structured in the future, and how City Light can ease transitions to higher or different rates.
Customers would like to see a clear explanation when rates are going to change, and they
ideally would like rates to increase at a time of year when energy use is not at its peak.
Customers also had questions about how advanced meters will impact rates and improve the
customer experience.

Residential customers emphasized the need to reimagine some of our bill assistance programs
to help those who currently “fall through the cracks” of existing programs. Feedback included
encouraging City Light to look at energy burden more holistically and reimagine what
assistance programs can look like to benefit the most people who need help.

Mixed Feelings Around Electrification
Stakeholders from environmentally focused groups applauded City Light's plans for increased
electrification and urged the utility to be a leader in bringing the region along with us.

However, for others, there were concerns. Business owners are apprehensive about the high
costs associated with retrofitting existing buildings to conform with new electrification
standards and pushed for more incentives for converting to electric. Some business
representatives noted that they would support a modest rate increase to fund more
commercial incentives. These customers also had questions about how City Light's electrical
grid will be able to handle the increased load that will come with more electrification.
Commercial customers are eager to see City Light continue to make improvements to our
infrastructure so that their power supply is more reliable and consistent.

Environmental justice community members want to ensure that electrification does not come
at the expense of their communities through unintended impacts. These representatives would
like to see pathways to green jobs and opportunities for Black, Indigenous, and People of Color
(BIPOC) community members not only to start jobs at City Light, but to advance through the
utility.

Customer Involvement in Utility Decision Making

Commercial and residential customers alike would like to be included in decision-making at
City Light earlier in the process when their input can shape the outcomes. One idea for
improving customer service in this area is to align our customer-facing programs with other
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City departments to maximize accessibility and minimize confusion in the community. If given a
seat at the table, customers can advise on environmental justice work already underway at the
community level. This would allow City Light (and other City departments) to focus on finding
ways to lift up and support existing grassroots programs.

Business customers shared a strong desire for City Light to be quicker to roll out new
incentives for energy efficiency projects. These customers would also like to have a greater
voice in determining what the incentives will be. They noted that sometimes the bureaucracy
involved in City Light processes prevents customers from getting the help they need in a timely
manner. Business customers would like more opportunities to partner with City Light to
develop mutually beneficial solutions.

Positive Reaction to Debt Strategy

Overall, stakeholders were pleased and relieved to hear about City Light's plan to control debt
and right-size the capital improvement program. They appreciate that City Light leadership
understands the need to control costs. This strategy is reflected in the lower five-year rate
trajectory included in the plan.

Conclusion and Next Steps

Our outreach efforts have informed the development of the 2023-2028 Strategic Plan Update.
Over the next six years, we will continue the conversations that we have started with
community-based organizations, stakeholder groups, and customers. Some of the business
strategies and programs identified in the 2023-2028 Strategic Plan Update will be multi-year
efforts. We anticipate using the feedback we received from our outreach efforts to inform
planning and implementation for 2022 and beyond.
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Attachment 2

Seattle City Light Review Panel
c/o L. Barreca, Seattle City Light
P.O. Box 32023 Seattle, WA 98124-4023
CLRP@seattle.gov

May 3, 2022

Mayor Bruce Harrell
The City of Seattle

600 Fourth Avenue

P.O. Box 94749

Seattle, WA 98124-4749

RE: City Light Review Panel Comment Letter on Proposed 2023-2028 Seattle
City Light Strategic Plan Update

Dear Mayor Harrell:

This letter presents our comments on the proposed Seattle City Light (City Light) Strategic Plan
Update for 2023-2028 (the Plan) in fulfillment of our duties as members of the City Light
Review Panel set forth in Ordinance 124740.

We are pleased to endorse the Plan and support its adoption as presented. It has been less than
one year since submittal of the prior strategic plan covering five years 2022-2026 (2022 Plan).
This Plan puts us back on the 6-year planning trajectory originally established for City Light’s
strategic plans. Since last May, we observe that City Light has made good progress towards the
objectives outlined in the 2022 Plan, adapting to meet the challenging times in which we find
ourselves.

Challenges of the Current Environment

In our letter submitted last May endorsing the 2022 Plan, we were still in the throes of the
COVID pandemic and unsure of the future. While the worst of the public health crisis appears to
be behind us, we are now experiencing other impacts of the pandemic that are deeply challenging
for both City Light and our local economy. Three key challenges in this new “Post COVID
Reality” must be acknowledged. At the top of the list is inflation, the highest in 40 years,
impacting all costs of doing business in both government and the private sector. Second, itis a
very difficult environment for hiring. City Light has a 16% vacancy rate. Third, supply chain
disruptions worldwide are impacting City Light’s ability to complete capital projects on time and
on budget.
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In the face of these challenges, we are impressed that City Light’s near-term upward adjustments
in the proposed rate path are relatively minor. We support the proposed rate path while
acknowledging we will need to watch the situation carefully. Itis a very challenging time to
project rates given current financial and other risks. If the inflation, hiring, or supply chain
issues worsen, we need to be ready to consider changes to the Plan. We commend City Light
for continuing to successfully operate through the challenges of the last two years, and now
transition the workforce back to the office.

Our comments below provide some additional input on the Plan’s five “Business Strategies.”
These comments are not prioritized and are presented in the order in which the Business
Strategies are presented in the Plan.

Business Strategy: Improve the Customer Experience
e Race and Social Justice. The Panel is impressed with the race and social justice work that

the Ultility is doing, most recently around the budget. This work impacts all aspects of
City Light’s operations. We will continue to monitor progress here.

e Growing Accounts Receivable Balance. This continues to be a challenge for the Utility.
We appreciate the customer-focused changes in City Light’s approach to engaging with
customers who are in arrears. We are interested in seeing a target Key Performance
Indicator (KPI) that reflects the Utility’s commitment and represents progress; and the
Panel is interested in monitoring status and performance here on a periodic basis.

Business Strategy: Create our Energy Future

e Helping Customers Meet Our Climate Goals. Seattle has adopted aggressive goals to de-
carbonize and City Light is central to that effort. But the transition away from carbon
fuels depends on customers being able to find, and afford, electric furnaces, heat pumps,
electric vehicles, and the like. We support City Light’s efforts to explore ways to help
customers make the transitions called for by City policies. Further expansion of these
efforts is likely needed, including strong regional efforts, grant or loan programs,
furthering electrification action plans, and exploring further opportunities with
commercial customers as well.

Business Strategy: Develop Workforce and Organizational Agility

e Vacancies. The “great resignation” has impacted City Light’s ability to fill positions. We
will track the Utility’s efforts to adjust hiring and recruiting practices to address this
challenge, including efforts to train and develop existing employees for new
opportunities. The vacancy rate has grown to higher levels, reflecting the realities felt
across the city. Given this key risk, the Panel wishes to monitor associated KPI’s and
track these efforts and performance. This strategic plan period involves significant
transitions, challenges, and change. SCL has initiated a major change management
process to adapt to the future of work. We are monitoring progress of this initiative and
will continue to review related action plans as they are implemented.
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Business Strategy: Ensure Financial Health and Affordability

Financial Transparency. The Panel appreciates the briefings we regularly receive on
financial issues facing City Light—the financial policies, rate path challenges and rate
design. Debt service coverage and cash financing ratios for City Light’s capital
improvement program are important indicators of the Utility’s financial health. While the
Utility appears to be on track from a policy and projection standpoint, extra mitigation
efforts may be required as the full impacts of inflation, supply chain disruption,
unplanned emergencies, outstanding receivables, energy supply costs, capital project
delivery, vacancy rate, and other operational factors unfold. The Panel realizes there are
significant risks to manage and mitigate; that there are tradeoffs that will inevitably need
to be made as budget, CIP and financial projections are revised; and that the current
assumptions will ultimately be modified, based on actual performance during the Plan
period. It is a major priority of the Panel to closely monitor financial performance and to
give input to SCL and the City in support of responsible policies, strategies and decision-
making as these adjustments are made. We also look forward to the Utility developing,
in the coming year, a long-term debt strategy which ensures a sustainable and robust path
for debt load given the unpredictability in load growth, borrowing costs and capital
investment.

Keeping Electric Service Affordable. As noted above, the changes to the proposed rate
path are modest given the projected inflation and the uncertainties ahead. Affordability
and modest increases will also depend on our revenue growth.

Rate Design. Our letter accompanying the 2022 Plan noted City Light’s outdated rate
structure under-recovers fixed per customer costs and lacks time of use rates that would
benefit customers seeking to control their bills. Implementation of a new rate design has
been delayed because of COVID. We are hopeful that the City will approve new rate
design for City Light and implement that beginning 2024.

Business Strategy: We Power (maintaining core utility functions)

We embrace the focus on maintaining core utility functions. One area of potential
concern is the need to optimally maintain, replace and upgrade the utility assets and
infrastructure. The Panel will want to periodically review the dashboards and KPI’s that
the Utility has developed, along with performance against targets, and give
recommendations as the associated budget years evolve. In addition, we support the
environmental stewardship goals of the City and Utility and will be monitoring programs
to help assure goals and implementation plans are realized.

Conclusion

City Light has been successful in charting a course through the pandemic thus far, and we
commend them for this. New challenges of inflation, hiring difficulties, supply chain
interruptions, and others are very daunting. City Light must balance financial necessity with
continuing to make progress on the Plan’s identified initiatives and investments in infrastructure.
The Utility has had to re-prioritize to stay within the proposed rate path, and further re-
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prioritization may well be needed. The Plan acknowledges these challenges, and we believe the
Utility under its current leadership is well positioned to address them.

Again this year, we thank CEO Debra Smith, her staff team, as well as the staff from the City

Council and Budget Offices all of whom support the work of the City Light Review Panel. Itisa
pleasure to work with such dedicated, excellent public servants.

We would welcome the opportunity to speak with you and the City Council about the

recommendations in our letter.

Sincerely,

Members of the City Light Review Panel*

7/ A 1 - W«b

Mikel Hansen

Panel Chair

Panel Position #5
Commercial Customer
Representative

Leo Lam
Panel Position #4
Residential Customer

gt I

Joel Paisner

Panel Position #9

Suburban Franchise Customer
Representative

Anne Ayre

Panel Position #6
Industrial Customer
Representative

LA 2
M{,ﬁwﬁw

Kerry Meade

Panel Position #3
Non-Profit Energy
Efficiency Advocate

QLU

John Putz
Panel Position #8
At-Large Customer

Sear Lot
Scott Haskins

Panel Position #2
Utility Financial Analyst

Wichelle AMitebel (- Gamnnim
lh=_

Michelle Mitchell-Brannon
Panel Position #7

Low Income Customer
Advocate

Tim Skeel
Panel Position #1
Economist

L We sign this letter in our individual capacities, not as representatives of our employers.
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SUMMARY and FISCAL NOTE*

Department: Dept. Contact/Phone: CBO Contact/Phone:

| Seattle City Light | Leigh Barreca 4-5072 | Greg Shiring 6-4085

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including
amendments may not be fully described.

|1

BILL SUMMARY |

Legislation Title: A RESOLUTION related to the City Light Department, ; adopting a 2023-
2028 Strategic Plan Update for the City Light Department and endorsing the associated six-
year rate path.

Summary and Background of the Legislation: This resolution adopts City Light’s 2023-
2028 Strategic Plan Update. It also endorses the six-year rate path required to generate the
revenue to support the project and initiatives described in the strategic plan and instructs City
Light to prepare the 2023-2024 proposed budget and rates accordingly.

2023 2024 2025 2026 2027 2028 Average

4.5% 4.5% 3.0% 3.0% 3.0% 3.0% 3.5%
] 2. CAPITAL IMPROVEMENT PROGRAM ‘
Does this legislation create, fund, or amend a CIP Project? ___Yes_X _No
| 3. SUMMARY OF FINANCIAL IMPLICATIONS \

Does this legislation amend the Adopted Budget? ___Yes_X_No

Does the legislation have other financial impacts to The City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs?

Yes, the adoption of the Strategic Plan endorses a six-year rate trajectory, which reflects cost
and revenue assumptions implicit in this rate assumption, which will inform future budget
proposals and rate legislation.

Are there financial costs or other impacts of not implementing the legislation?
No, not directly.

Template last revised: December 2, 2021
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| 4.

OTHER IMPLICATIONS

a.

f.

Does this legislation affect any departments besides the originating department?
No

Is a public hearing required for this legislation?
No

Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation?
No

Does this legislation affect a piece of property?
No

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the public?
City Light takes its lead from the City-wide Race and Social Justice Initiative (RSJI) to end
institutional racism in government. When deciding how to implement the programs,
initiatives, and activities laid out in the Strategic Plan, City Light will continue to center
equity in our work and offer services to vulnerable and historically underrepresented
communities consistent with City policy. To increase accessibility for as many members of
our community as possible, we will carry out the activities in the Strategic Plan in accordance
with City Light’s Language Access Plan. We commit to budgeting the time and resources
required for translation and interpretation services. We will consult with the Office of
Immigrant and Refugee Affairs to ensure our outreach materials and strategies are inclusive
and culturally appropriate, and we will seek to implement customer suggestions for
improvement whenever possible.

Climate Change Implications

1. Emissions: Is this legislation likely to increase or decrease carbon emissions in a
material way?
Not directly, but the Strategic Plan does include programs such as building and
transportation electrification that would impact/decrease carbon emissions.

2. Resiliency: Will the action(s) proposed by this legislation increase or decrease
Seattle’s resiliency (or ability to adapt) to climate change in a material way? If so,
explain. If it is likely to decrease resiliency in a material way, describe what will or
could be done to mitigate the effects.

Not directly, but the Strategic Plan does include programs such as electrification and grid
modernization that would impact climate resiliency.

Template last revised: December 2, 2021
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g. If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s)?

This legislation does not include any specific new initiative or programmatic expansion.

Summary Attachments:

Template last revised: December 2, 2021
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\ \ SEATTLE CITY COUNCIL
QL‘ CENTRAL STAFF
June 14, 2022

MEMORANDUM

To: Economic Development, Technology and City Light Committee
From: Eric McConaghy, Analyst
Subject: Resolution 32056: Seattle City Light Strategic Plan 2023-2028

On June 22, 2022, the Economic Development, Technology and City Light Committee
(Committee) will discuss and possibly vote on a recommendation to Council regarding
Resolution (RES) 32056. RES 32056 would adopt the proposed 2023-2028 Strategic Plan (Plan)
for the City Light Department (City Light) and endorse the associated rate path resulting in an
average annual increase in City Light electricity rates of 3.5 percent over the next six years.

Key take-aways:

e The City Light Review Panel has recommended adoption of the proposed Plan and
endorsement of the rate path;

e City Light proposes increases in rates in 2023 and 2024 to cope with the significant rise
in the rate of inflation since 2020; and

e The average rate increases for 2023 and 2024 in the proposed rate path?, if applied to a
consistent level of energy consumption, are estimated to increase typical bills as follows
in each year:

o Residential — $4 per month
o Residential in Utility Discount Program (UDP) — $1.50 per month
o Small Business — about $21.50 per month each year

This memorandum provides relevant background information and highlights key aspects of the
proposed Plan, the rate path, and the City Light Review Panel’s recommendation.

Background

City Light’s proposed Plan identifies and describes the collection of strategies the utility will
pursue to deliver electricity services to its customers (rate payers). The cost to execute the
strategies for a future year is known as the revenue requirement for that year. The average rate
for any year is the forecasted revenue requirement divided by the forecasted retail sales. The
year-by-year sequence of average rates for the period of the Plan is known as the rate path. The
average of the yearly rates is the average for the path overall.

1 The actual rates for different classes of customers will vary from the average rate based on cost of service and
rate design.
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The Council adopted RES 31383 in 2012 specifying that City Light would update the utility’s six-
year Plan every two years, adding two years to the Plan, re-evaluating the remaining four years
and revising the subsequent, six-year rate path. The City Light Review Panel (Review Panel) is
charged with representing City Light ratepayers and with reviewing and assessing City Light’s
strategic plans (Ordinance (ORD) 123256).

Council typically adopts an updated City Light Strategic Plan and associated rate path by
resolution in advance of passing an ordinance to establish new retail rates in the Seattle
Municipal Code for all classes of customers later in the same year. City Light prepares its budget
based on the codified rates. The timing of Council’s expected decision on the proposed Plan and
rate path resolution in early summer sets up subsequent consideration of the Executive’s
proposal for 2023 and 2024 rates later this summer before the Council begins budget
deliberations.

City Light will seek the Mayor’s approval before the Executive transmits a rate bill to Council. If
approved, the anticipated ordinance will change the retail rates for all types of customers
identified in Seattle Municipal Code (SMC) 21.49.

The widespread disruption of the pandemic in 2020 interrupted the expected update of City
Light’s Strategic Plan and rate path. In recognition of the economic stresses due to the COVID-
19 pandemic, the Executive did not transmit - and Council did not take up - rate setting
legislation during 2020. In 2021, Council approved rates for 2021 and 2022 via ORD 126302, the
2021 rates were effective April 1, 2021. Differing from the regular practice, City Light proposed
and the Council adopted a five-year Strategic Plan for 2022-2026 via RES 32007 after Council
approved ORD 126302.

Now, in 2022, City Light has proposed a 2023-2028 Strategic Plan to Council, thereby restarting
the normal, two-year cycle of strategic planning, rate path determination, and rate change
adoption. Because only one year has passed since the adoption of the previous plan, City Light
characterizes the 2023-2028 Plan as an update rather than a wholly new plan.

Summary
2023-2028 Proposed Strategic Plan

A. Strategies

City Light has organized the utility’s activities described in the Plan under five, named
business strategies. The table below list the strategies with some example activities selected
from the Plan for illustration.

Page 2 of 7
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Strategy Examples

Improve the Customer e  Utility assistance programs

Experience e Billing processes and customer support

e New service connections

e Expanding renewable energy and energy efficiency options

Create Our Energy Future e Competing for state and federal infrastructure grants
Updating the electric grid

Building and transportation electrification

Integrating grid and generation planning

Coordination of the energy market across the western US
(Western energy market)

Develop Workforce and e Helping employees prepare and adapt to changing jobs,
Organizational Agility business processes and technology

e Remodeling workspaces for hybrid work

e Recruiting a more diverse pool of job applicants

e Improving employee development and training

e Emphasizing accountability and outcomes of work

e Implementing better utility technology

Ensure Financial Health and e Improving fiscal management

Affordability e Implementing time-of-day rate option for retail customers
e Expanded bill repayment options

e Expanded financial assistance

We Power e Performance monitoring

e Skagit River Hydroelectric Project relicensing
e Prioritizing investment in core infrastructure
e New technology

e Grid modernization

e Design and plan for better customer service

The “We Power” strategy gathers together activities also found in other strategies “to
provide (City Light’s) customers with affordable, reliable, and environmentally responsible
energy services.”

Initiatives
City Light also spotlights four initiatives separately in the Plan.

Market Development

This initiative encompasses City Light’s participation in the Western Energy Imbalance
Market, Western Resource Adequacy Program, and the West Markets Group. Each is
distinct but they share the traits of seeking market solutions to make improvements in the
power grid connecting energy generation with demand across the Western US and Canada.
Intended outcomes include improved market efficiencies (better prices for available power
for both producer and purchaser), using diverse resources (e.g., solar, wind, and
hydropower), reducing carbon emissions, and increasing the reliability of electricity
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delivered across long distances on a complicated and extensive power grid. The last is
especially significant in the face of expectations of worsening weather conditions and other
threats to the grid, like wildfire, due to climate change.

Skagit Relicensing

This initiative refers to City Light’s efforts to secure the renewal of the federal operating
license for its generation facilities on the Skagit River. The Skagit River Hydroelectric Project
(Project) is comprised of three dams: Gorge, Diablo, and Ross. The Project generates
enough power to meet 20 percent of City Light’s load (demand for electricity). City Light
emphasizes that this power is carbon-free.

The Federal Energy Regulatory Commission is the licensing agency. City Light is in the midst
of a multi-year relicensing process involving 38 partner organizations and consulting
parties—including federal and state agencies, Indian tribes, and nongovernmental
organizations. The Plan indicates that the utility has multiple studies underway to inform
the actions necessary under the new license to protect cultural, environmental, and
recreational resources of the Skagit River watershed. City Light is working to secure the new
30- to 50-year license before the current license, from 1995, expires in 2025.

Electrification Strategy

This initiative encompasses City Light’s electrification strategy. City Light plans to continue
to install public charging stations for electric vehicles and to work with other agencies, like
King County Metro Transit, to electrify fleets. For example, City Light partnered with Metro
to open the Metro Transit South Base charging facility for Metro’s new fleet of all-electric
buses in March 2022. The Plan also emphasizes that “electrification of transportation and
buildings is key to reducing carbon emissions...”

Critical Infrastructure

The Plan emphasizes City Light’s prioritization of critical infrastructure such as substations,
transformers, and utility poles. City Light is accelerating the rate of replacement of below-
standard poles in 2022 and in following years.

Affordability

Additionally, City Light dedicated another separate section to addressing customer billing
with the slogan “affordable and stable.” With regard to affordability, City Light's message is
that customer rates will grow during the time period of the Plan in parallel with, but less
than, the rate of inflation. The Plan explains that the inflation in the cost of materials is a
“driving factor” for rate increases and that the cost to replace stolen materials like copper
and steel “compounds cost pressures.”

The Plan points out that City Light continued to provide electricity to customers who could
not pay their bills due to the pandemic. Also, it states that City Light is restarting “collection
practices.” This means shutting off power for unpaid bills after attempting to get customers
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with unpaid bills to avail themselves of assistance and payment plans. The Plan briefly
touches on the fact that City Light must set rates to accommodate funding for the income-
based Utility Discount Program, emergency bill repayment, and outreach to historically
excluded communities.

Prior Council Actions

In May, the City approved three ordinances to help Seattle Public Utilities (SPU) and City
Light customers who are having trouble in paying their utility bills due the effects of the
pandemic. Each bill extended the availability of forms of financial assistance to SPU and City
Light customers past current legislated deadlines. The City has approved extensions of these
types of financial assistance several times previously since the originating legislation.

ORD 126583 continued the suspension of interest charges on delinquent utility bill balances
through June 30, 2023, for residential customers, non-profit customers, and commercial
customers with annual receipts of less than $5 million.

ORD 126584 and ORD 126585 extended the availability of expanded emergency assistance
to income-qualifying households without minor children for SCL and SPU respectively until
December 31, 2023. Prior to the passage of the originating legislation for this assistance?,
qualifying households with minor children were eligible for two emergency credits to their
utility accounts per calendar year while qualifying households without minor children were
eligible for one credit per calendar year. These two pieces of legislation allowed two
emergency credits per year to households without minor children.

Unpaid Bills

The Plan quantifies the scale of unpaid bills by stating that 40,000 residential and business
customers have unpaid bills, and that the dollar amount of unpaid bills is nearly $40 million.
In addition to the programs mentioned above, City Light and SPU have applied through the
Washington State Department of Commerce (Commerce) for a portion of the $100 million
in grant funding available from the Washington Arrears Fund with expected checks to the
utilities in late summer. The utilities expect additional guidance from Commerce on how the
grants funds must be applied to unpaid bills, but prioritization will likely be to pay all Low-
Income Home Energy Assistance Program (LIHEAP), all Low Income Home Water Assistance
Program (LIHWAP)3, and low-income customer arrearages first, then move on to oldest
arrearages for other customers.

Six-year Rate Path

Average rates are derived by dividing the forecasted revenue requirement by forecasted retail
sales. Average rates are not billed rates. City Light will translate them from representations of
average impact on customers’ bills to actual rates and bring them to Council for consideration
later this summer in the expected rate ordinance.

2 Ordinance 126317 and Ordinance 126318
3 In Seattle, Byrd Barr administers LIHEAP and LIHWAP
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On average, City forecasts that the revenue requirement will increase by approximately 3.8
percent (540 million) per year and that retail sales will increase by 0.3 percent from 2023 to
2028. The cumulative increases in the components of City Light’s revenue requirements from
2022 to 2028 ranked from greatest to lowest are:

e Debt service coverage - $91.2 million

e Operations and Maintenance - $72.9 million
e Power Cost, Net - $62.2 million

e Other costs - $9.8 million

City Light projects retail sales to be flat over the planning horizon with potential increases in
power sales with uptake in electrification of buildings and transportation around 2030.

As mentioned in the key take-aways above, City Light is proposing average rates for 2023 and
2024 that are greater those for the corresponding years in the adopted 2022-2026 rate path.
City Light projected the future revenue requirements for the years of the Plan, in general, by
inflating City Light’s 2022 costs.

City Light developed the average rate for 2023 by including inflationary costs from 2021 and
2022 that were not included in City Light’s operations and maintenance (O&M) budget for
those years in addition to the inflationary adjustment from 2022 to 2023. However, City Light
makes plain that the annual increases of the proposed rate path fall short of anticipated
inflation in costs.

Moreover, the estimates for inflation in 2022 are growing as City Light proposes the rate path.
While this is of concern, it is not a phenomenon unique to City Light’s budget and, as with other
City departments, Council may wish to closely track City Light’s budget as we move through
uncertain economic times.

For 2024, primary drivers for the increased rate include inflation, actual O&M program growth,
and the costs of new, renewable power resources.

The proposed rate path would increase the average annual rate change for years 2023 and
2024 by 0.7 percent for each year compared to the rate path endorsed via RES 32007 in 2021.
The table below compares the adopted rate path to the proposed.

Rate Path 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | path average
Adopted 2022-2026 3.9 3.8 3.8 3.0 3.0 n/a n/a 35
Proposed 2023-2028 n/a 4.5 4.5 3.0 3.0 3.0 3.0 35
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City Light Review Panel Recommendations

In their letter to the Mayor dated May 3 (Attachment 2 to RES 32056) the Review Panel
endorsed the proposed Plan and supported its adoption as presented. The Review Panel stated
that they “are impressed that City Light’s near-term upward adjustments in the proposed 2023-
2028 rate path are relatively minor” given the cost pressures City Light must address.

Next Steps

If the Committee votes to recommend adoption of RES 32056 on June 22, then Council could
vote on the resolution as soon as June 28. If the Committee does not vote on June 22, then the
Committee may continue discussion on this topic on July 13 with a Committee vote and Council
action following.

cc: Esther Handy, Director

Aly Pennucci, Deputy Director
Brian Goodnight, Lead Analyst
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2023-2028 Strategic Plan Proposed Council Review

* June 22nd: EDT&CL Committee Presentation

2023-2028 Strategic Plan (SCL Presentation)
Review Panel comment letter
Q&A*

v
v
m
_

* July 13th: EDT&CL Committee follow up
Review Response to Council Questions (Council Staff/SCL)
EDT&CL Committee Vote

* July 12th or July 19th : Final Action @ Full Council
2023-2028 Strategic Plan Adoption

*SCL is available between Committee meetings to address Council questions/concerns ,81



What is the City Light Strategic Plan?

° Strategic Plan 2012 2013-2018
* Process established by Council Ordinance in 2010 Strategic Plan
* Six-year view of priorities, initiatives, and measures 5014 2015-2020

* Six-year rate path, foundation for biennial budget and strategic Plan Update

retail rates 2017-2022

2016 Strategic Plan Update

® City Light Review Panel

* Provides input on Strategic Plan & Rate Design T 2019-2024
: . Strategic Plan
* Represent various customer groups and areas of expertise

* Nine volunteer panel members 2022-2026*

2021

Five members appointed by the Mayor Strategic Plan

Four members nominated by City Council

Staggered three-year terms 2023-2028 Strategic
- g 2022 Plan Update

* Due to pandemic 2022-2026 SP was a five-year plan



Guiding our Path — City Light Mission, Vision & Values

Mission

Seattle City Light provides our customers with
affordable, reliable and environmentally
responsible energy services.

Vision
Create a shared energy future by partnering

with our customers to meet their energy needs
in whatever way they choose.

o Environmental Stewardship
@ Equitable Community Connections

Operational and Financial Excellence

e Safe and Engaged Employees



Focusing on our Community’s Values

* 2021 and 2022 - 10 stakeholder group presentations
* Total 180+ attendees

* 10 strategy planning meetings with the City Light Review Panel

* Community and employee outreach

* Customer surveys
Clean Energy Future Survey - 4,500+ responses
Residential Customer Satisfaction Survey - 3,300+ responses

* Employee meetings, employee survey, and City Light internal
communication channels

* Online materials



Commitment to Diversity, Equity & Inclusion

* Development of the Strategic Plan and the 2023
budget was done in partnership with the SCL
Race and Social Justice Initiative Change Team.

° Equity Labs held with project managers. The
goals of these sessions:

To refine the equity outcome(s) of a project, initiative
or activity

To identify marginalized stakeholders (most
impacted by systems of oppression)

To consider and plan for the true costs
(time/talent/treasure) of equity interventions
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From Pandemic to Progress: City Light Success

‘ Delivering power in extreme weather
'E

AN
ﬁ Creating shelter for unhoused neighbors

Earning a place on the Smart Electric Power
Alliance clean energy leaderboard

Greening up our community

t@.‘ Expanding access to electric vehicle and
transit charging

.86



2023 — 2028
Strategic Plan Update
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Strategic Plan Business Strategies

@ Improve the Customer Experience

9 Create our Energy Future

e Develop Workforce and Organizational Agility

@ Ensure Financial Stewardship and Affordability

o We Power



Improve the Customer Experience

Objective:

Consistently meet customers’ needs by providing employees with
opportunities and training required to deliver targeted and
responsive solutions.

Projects, Initiatives and Activities:

1. Integrate the “Voice of the Customer” into our organizational
culture

2. Strengthen and fix our core customer services

3. Expand customer service options

1c89



Create our Energy Future

Objective:

Build and maintain smart, resilient, flexible, dynamic and reliable grid
infrastructure; prepare for increased integration of distributed energy resources
and increased customer options and; work to reverse historical inequity and avoid
collateral harm to underserved populations by intentionally prioritizing their
needs as we create our energy future.

Projects, Initiatives and Activities:

1. Implement Grid modernization roadmap
2. Develop and implement electrification plans
3. Fund and implement the "Utility Next”
4. Develop integrated distribution, transmission and generation resource
planning framework
5. Provide leadership to develop a coordinated Western energy market 190



Develop Workforce and Organizational Agility
Objective:

Foster an organization that is nimble, adaptive, and responsive
and cultivate a workforce with the skills and knowledge to advance social
justice

Projects, Initiatives and Activities:

1. Build an agile workforce

2. Implement organizational change management program

3. Continued implementation of the Utility Technology Roadmap

1791



Ensure Financial Stewardship and Affordability

Objective:

Support long-term affordability in Seattle by offering rates that are
transparent, understandable, reasonable, and equitable for all customers,
Including vulnerable populations. This commitment includes developing a
sustainable and predictable approach to setting rates over time.

Projects, Initiatives and Activities:
1. Control rate increases

2. Price services for the future
3. Implement road to recovery

1292



We Power

Objective:

“We Power” refers to our core mission as a utility—to provide our customers
with affordable, reliable, and environmentally-responsible energy services.
This is central to all we do, and our organizational values describe the way
employees deliver on that core purpose.

Our commitment to our core business operations and delivering value to our

customers includes:

e Provide our customers with the energy services they need by maintaining
our key assets and infrastructure.

e Prioritizing diversity, equity, and inclusion in all that we do.

e Actively managing and mitigating the constraints, risks, and uncertainty of
operating in a COVID-adjusted environment.

1493
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Strategic Plan Rate Path

* Strategic Plan includes a six-year financial forecast that Cumulative Rate Increase from 2020

describes costs, revenues and rate trajectory (Appendix A)

* Financial forecast rate path tracks with inflation 25%

2023 2024 2025 2026 2027 2028 AVG

Average Annual

45% 45% 3.0% 3.0% 3.0%
Rate Increase

\ 7

Higher due to
high inflation

30%

20%

%
3.0% 3.5% >

10%

City Light Rate Path
5%

0% :
2020 2021 2022 2023 2024 2025 2026 2027 2028

*CPI = Consumer Price Index Outlook published by City of
Seattle Office of Economic and Revenue Forecasts
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Sample Customer Bill Impacts

Impact on monthly bill

Bill Example 2022 2023 2024 2025 2026 2027 2028
Residential* $81 +$4 +$4 +$3 +$3 +$3 +$3
Residential - UDP (60% Discount) $32 +$1 +$2 +$1 +$1 +$1 +$1
Small Commercial - Car Wash $474 +$21 +$22 +$16 +$16 +$16 +$17
Medium Commercial - Retail Store $7,562 +$341 +$356 +$248 +$255 +$263 +$271

2022 2023 2024 2025 2026 2027 2028
Strategic Plan Rate Path 4.5% 4.5% 3.5% 3.5% 3.5% 3.5%

*Based on the average residential consumption of 650 kWh per month. City Light bills residential customers every two months, so these
amounts are approximately half of what a customer would see on each bill.

Example bills are for illustrative purposes only. Actual customer bills will vary based on cost-of-service variations between customer
classes and individual customer usage characteristics.

1796



Bill Payment Support

For Income Eligible Customers

1. Utility Discount Program — Ongoing
60% bill discount

2. Emergency Bill Assistance Program -
Up to $1,000 annual credit for all households

extended through 2023
CB 120328 passed 5/24/2022

3. Federal LIHEAP - Up to $1,000 annual for
heating expenses

4. Washington State Arrears

Funding - One-time funding for customer
debt accrued during COVID

For All Customers

1. Expanded repayment options - flexibility for
customers behind on their bills

° Long-term Payment Plan option - up to 3
years for residential, 2 years for most commercial

* Short-term Payment Plan - up to 60 days to
repay, choose repayment frequency

2. Late fee waiver extended to June 30, 2023 cs
120327 passed 5/24/2022

e
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What's Next: Full Rate Ordinance Later This Summer
* Strategic plan is the foundation for City Light's budget and rates m
Plan

° Rate ordinance codifies retail rates for 2023-2024 that align with biennial
budget

* Rate process starts with Strategic Plan rate path, then incorporates | ﬂ @
cost of service and rate design Commerdial 7 Residential

* Final increases for customers/customer classes will vary from 4.5% average .

Sm

* Cost of service assigns costs to customer rate classes i

% of Rate Revenue

* Rate design sets schedule of fees and charges

* Exciting rate design updates to prepare for a clean energy future beal
* Building on recommendations from 2019 Rate Design Report* and

rate pilot successes Mid-peak12¢
* Starting in 2023: basic customer charge for all customers °ff'8lf'¢eak
* Coming in 2024: New time-of-day rate option for all residential and
small/medium business customers
6a 5p 9% midnight 6a

* Commissioned by Council Resolution 31819, see Clerk File 321222 08
1€



QUESTIONS AND COMMENTS?




Thank you!

@) Seattle City Light




SUPPLEMENTAL SLIDES
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2023 and 2024 Rates

Currently Under Development
Few specifics available

Last Full Cost of Service Study
was in 2018

Distribution Costs and
Customer Costs Increasing
More than Energy Costs

New Rate Design Elements:

1.

Introduce a customer charge (fixed
charge) for all non-residential
customer

Opt-in Time-of-Day Rates for
Residential, Small General Service
and Medium General Service
Customers
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Current (2022) General Service Rates

| smal wedum | lgess | 0O
Demand

Rate Schedule City City
Rate Code SMC MDC
Energy ($/kWh) 0.1075 $0.0815 $0.1006

Demand ($/kW) - 4.17

Base Service Charge
($/Day)

Minimum Bill ($/Day) 0.42 $1.33

Transformer
Investment ($/kW)

0.28 $0.28

Network Rate Schedule City
Rate Code LGC
kWh Peak ($/kWh) $0.0930
kWh Off-peak ($/kWh) $0.0606
kW Peak ($/kW) $4.00
kW Off-Peak ($/kW) $0.28
Base Service Charge ($/Day) -
Minimum Bill ($/Day) $31.47
Transformer Investment $0.28

($/kW)

Network
LGD
$0.1067
$0.0698
$8.71

$0.28

$31.47

$0.28

City
HDC
$0.0882
$0.0575
$4.00

$0.28

$96.97

$0.28
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City Light Rates 101: Three Steps

* How much revenue do we
need to collect from retall
customers

* Needs to cover all operating
expenses and debt service,
plus a portion of capital costs
(target > 40%)

+ Operating Expenses

- Other Revenue Sources
+ Debt Service

+ Capital Funding from
Operations

= Revenue Requirement

2. Cost of Service 3. Rate Design

How much it costs to serve .
each type of customer
Allocates the revenue .

requirement to each

customer class based on

relative cost of service. .
High Street

Demand GS Lighting

Large GS \ Residential

Medium
GS

O

% of Total Revenue Requirement
GS = General Service (non-residential)

How the revenue will be
collected from customers
Rates and charges designed
to collect the revenue
requirement from each class
Customer classes have
different rate designs to
achieve different objectives

Common Rates

Per kilowatt hour (kWh) energy
charge

Per kilowatt (kW) demand charge:
based on monthly peak use
(measures max stress put on
distribution equipment)

Fixed charge — Fixed amount per bill

regardless of consumption 104



Retail Sales Forecast

aMWw

1,150

1,100

1,050

1,000

950

900

O e OO

Om==Q Qe
owth

Effic i
lency Gains Outpace Eco -4

nom;
mic Gr Flat Demand

-
———
- -———
- - —_—— -
- e o o = -

Zoomed in Scale

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040

o= \Weather Adjusted Actuals =@ (21 Forecast - --- 2021 Forecast No Electrification

105



Cost Drivers

$, Millions

$1,200

$1,100

$1,000

$900

$800

2022 Revenue
Requirement

Debt Service
Coverage

31%

Capital program
facing significant
cost pressures and
supply chain issues

O&M Power Cost, Net Other
26% 4%

$9.8
BPA cost increases
and new renewable
resources (solar and

wind)

2022 funding
levels increased
for inflation. No
increase in head
count

6-Year Average Increase = 3.8%

2028 Revenue
Requirement

$1,175.8
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File #: CB 120349, Version: 1

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE relating to the City Light Department; advancing certain objectives of the Treaty between
the United States of America and Canada relating to the Skagit River and Ross Lake, and the Seven
Mile Reservoir on the Pend Oreille River; authorizing the City Light Department to accept grant funds
from the State of Washington Department of Commerce and execute the related agreement for and on
behalf of The City of Seattle; authorizing the City Light Department to execute an agreement with the
Skagit Environmental Endowment Commission to convey the grant funds received from the State of
Washington Department of Commerce and certain City Light funds in contribution towards the Skagit
Environmental Endowment Commission’s payment for the mining company’s surrender of mineral and
related rights; and ratifying and confirming certain prior acts.

WHEREAS, The City of Seattle, by and through its City Light Department (“City Light”), owns and operates a
hydroelectric project on the Skagit River; and

WHEREAS, the Skagit River watershed spans a large area that crosses the international border between the
United States and Canada; and

WHEREAS, the Skagit River is the largest river system draining into the Puget Sound and supports some of the
most abundant and diverse populations of salmonids in the region; and

WHEREAS, the Treaty between the United States of America and Canada relating to the Skagit River and Ross
Lake, and the Seven Mile Reservoir on the Pend Oreille River (the “1984 High Ross Treaty”), governs
the relationship between the Province of British Columbia and The City of Seattle regarding certain
operations of the Skagit Hydroelectric Project and has served as a model for transboundary
collaboration for over 35 years; and

WHEREAS, the 1984 High Ross Treaty also established the Skagit Environmental Endowment Commission to

protect the environmental integrity of the transboundary watershed; and

SEATTLE CITY COUNCIL Page 1 of 4 Printed on 6/17/2022
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WHEREAS, as documented in Appendix D of the 1984 High Ross Treaty, a stated purpose of the Skagit
Environmental Endowment Commission is to support the acquisition of mineral or timber rights
consistent with conservation and recreational purposes; and

WHEREAS, in 2018 a Canadian mining company submitted a Notice of Application for an exploratory mining
permit in a 14,000-acre parcel of land in which it owned mineral rights known as the Skagit Headwaters
“Donut Hole” (the “Donut Hole”) which is surrounded by protected provincial parklands; and

WHEREAS, an international coalition of United States Tribes, Canadian First Nations, as well as governmental
and nongovernmental organizations, including The City of Seattle, launched a successful advocacy
campaign in opposition to permitting mining activity in this area because metals released from
exploratory drilling, particularly copper, are highly toxic to salmon and bull trout even at low quantities
and is inconsistent with the 1984 High Ross Treaty’s conservation objectives; and

WHEREAS, on January 24, 2022, in coordination with the Province of British Columbia, the mining company
surrendered its mineral and related rights in the “Donut Hole” in exchange for a payment of CA$24
million from the Skagit Environmental Endowment Commission; and

WHEREAS, the State of Washington (“State”) agreed to contribute an anticipated US$4.5 million towards the
Skagit Environmental Endowment Commission’s payment for the surrender of the mining company’s
mineral and related rights in the “Donut Hole”; and

WHEREAS, the State and City Light have agreed that City Light will facilitate the transfer of the State’s
anticipated US$4.5 million contribution to the Skagit Environmental Endowment Commission to help
pay for the surrender of mineral and related rights in the Donut Hole to support the protection of the
headwaters of the Skagit river watershed; and

WHEREAS, City Light signed a Letter of Intent on January 28, 2022, agreeing to facilitate the transfer of the
State’s anticipated US$4.5 million contribution as well as to contribute an additional US$1.25 million in

funds to the Skagit Environmental Endowment Commission; and
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WHEREAS, the State and City Light intend to execute a grant agreement that delivers the State’s anticipated
US$4.5 million contribution to City Light for ultimate conveyance to the Skagit Environmental
Endowment Commission in support of the Skagit Environmental Endowment Commission’s payment
for the surrender of the mining rights in the “Donut Hole”; and

WHEREAS, in an April 19, 2022, letter to Mayor Bruce Harrell, the Province of British Columbia expressed
their appreciation to The City of Seattle and provided their commitment to implement regulatory
measures to ensure the lands in the Skagit Headwaters “Donut Hole” are reserved from development,
including mining and timber harvesting; and

WHEREAS, The City of Seattle recognizes that financial support of this effort aligns with the intent of the
High Ross Treaty and the Skagit Hydropower Electric Project’s commitment to environmental
stewardship and protection of imperiled species of fish critical to the regional economy as well as to
United States Tribes and Canadian First Nations along our shared border; and NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. The General Manager and Chief Executive Officer of City Light, or designee, is authorized to
execute a grant agreement with the State of Washington that authorizes the payment of an anticipated US$4.5
million from the State of Washington to City Light for City Light’s further transmittal of such funds to the
Skagit Environmental Endowment Commission (“SEEC”) in contribution towards the SEEC’s January 2022
CA$24 million payment for the mining company’s surrender of its mining and related rights in the 14,000-acre
parcel of land known as the Skagit Headwaters “Donut Hole” (the “Donut Hole”).

Section 2. The General Manager and Chief Executive Officer of City Light, or designee, is authorized to
execute an agreement with SEEC to convey the State’s grant agreement funds (anticipated US$4.5 million),
together with City Light’s contribution of US$1.25 million, both payments for contribution towards the SEEC’s
payment for the mining company’s surrender of its mining and related rights in the “Donut Hole.”

Section 3. Any act consistent with the authority of this ordinance taken prior to its effective date is
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ratified and confirmed.

Section 4. This ordinance shall take effect and be in force 30 days after its approval by the Mayor, but if
not approved and returned by the Mayor within ten days after presentation, it shall take effect as provided by

Seattle Municipal Code Section 1.04.020.

Passed by the City Council the day of , 2022, and signed by
me in open session in authentication of its passage this day of ,2022.
President of the City Council
Approved/  returned unsigned/  vetoed this day of ,2022.

Bruce A. Harrell, Mayor

Filed by me this day of ,2022.

Monica Martinez Simmons, City Clerk

(Seal)

Attachments:
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SUMMARY and FISCAL NOTE*

Department: Dept. Contact/Phone: CBO Contact/Phone:
| Seattle City Light | Maura Brueger/206-707-3306 | Saroja Reddy/206-615-1232

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including
amendments may not be fully described.

| 1. BILL SUMMARY |

Legislation Title:

AN ORDINANCE relating to the City Light Department; advancing certain objectives of the
Treaty between the United States of America and Canada relating to the Skagit River and Ross
Lake, and the Seven Mile Reservoir on the Pend Oreille River; authorizing the City Light
Department to accept grant funds from the State of Washington Department of Commerce and
execute the related agreement for and on behalf of The City of Seattle; authorizing the City Light
Department to execute an agreement with the Skagit Environmental Endowment Commission to
convey the grant funds received from the State of Washington Department of Commerce and
certain City Light funds in contribution towards the Skagit Environmental Endowment
Commission’s payment for the mining company’s surrender of mineral and related rights; and
ratifying and confirming certain prior acts.

Summary and Background of the Legislation:

The Skagit River in which City Light operates is shared by the Province of British Columbia
(BC) and the State of Washington (State) and flows from its headwaters situated high in the
mountains of BC to the Salish Sea. The Skagit River provides enormous environmental, cultural,
and recreational values to the Pacific Northwest, including habitat for imperiled species of fish
and wildlife.

By the terms of the 1984 High Ross Treaty (Treaty), BC and the City of Seattle (City) entered
into an agreement annexed to the Treaty (Agreement) whereby BC and the City established the
Skagit Environmental Endowment Fund (Fund) to finance and the Skagit Environmental
Endowment Commission (Commission) to administer the Fund to achieve its purposes. Among
the purposes stated in the Treaty and Agreement, the Commission is to seek the acquisition of
mineral or timber rights consistent with conservation and recreational purposes in the Skagit
watershed.

A mining company, Imperial Metals Corporation, until recently, owned mineral rights on Crown
Lands in part of the upper Skagit watershed in BC, known as the “Donut Hole”, a greater than
14,000-acre area surrounded by protected parklands in the Skagit VValley Provincial Park and EC
Manning Provincial Park. Resource extraction activities such as mining and logging in the upper
Skagit watershed create an imminent threat to the environmental integrity of the watershed and
all that depends on it. Thus, there has been strong public outcry and high-profile efforts to retire
these mineral rights made by the Commission, a large international coalition of US Tribes,
Canadian First Nations, and nongovernmental conservation organizations, as well as by all levels
of government, including the City and the State, on both sides of the border.

Template last revised: December 2, 2021
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The Commission successfully negotiated a price of CA$24 million which was then paid by the
Commission to Imperial Metals to surrender their mineral and related rights in the Donut Hole
(“the Surrender”). Both City Light and the State, in support of their mutual interest in protecting

the Skagit watershed, committed to funding a portion of the contribution paid by the

Commission to Imperial Metals for the Surrender. City Light committed $1,250,000 in funding
within the 2022 Adopted Budget. The State of Washington awarded $4,500,000 of the general
fund in a grant to City Light, which through a Letter of Intent, agreed to help coordinate transfer

of these contributions to the Commission.

‘ 2. CAPITAL IMPROVEMENT PROGRAM

Does this legislation create, fund, or amend a CIP Project? ___Yes_X_No
| 3. SUMMARY OF FINANCIAL IMPLICATIONS
Does this legislation amend the Adopted Budget? X _Yes_No
Appropriation change ($): General Fund $ Other $
2022 2023 2022 2023

Estimated revenue change ($):

Revenue to General Fund

Revenue to Other Funds

2022 2023 2022 2023
4,500,000
Positions affected: No. of Positions Total FTE Change
2022 2023 2022 2023
0

Does the legislation have other financial impacts to The City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs?

No.

Are there financial costs or other impacts of not implementing the legislation?

No.

| 3.a. Appropriations

This legislation adds, changes, or deletes appropriations.

Template last revised: December 2, 2021
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| 3.b. Revenues/Reimbursements

X This legislation adds, changes, or deletes revenues or reimbursements.
Anticipated Revenue/Reimbursement Resulting from This Legislation:

Fund Name and 2022 | 2023 Estimated
Number Dept Revenue Source Revenue Revenue
Light Fund 41000 SCL State of Washington $4,500,000
TOTAL $4,500,000
Is this change one-time or ongoing?
One-time.
| 3.c. Positions \

This legislation adds, changes, or deletes positions.

| 4. OTHER IMPLICATIONS |

a. Does this legislation affect any departments besides the originating department?
No.

b. Isa public hearing required for this legislation?
No.

c. Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation?
No.

d. Does this legislation affect a piece of property?
No.

e. Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the public?
The purchase of mineral rights and the prevention of industrial mining and timber harvesting
in the Skagit River headwaters is a critical part of protecting the health, wellbeing and
livelihoods of local tribes that rely on the watershed.

f. Climate Change Implications
1. Emissions: Is this legislation likely to increase or decrease carbon emissions in a
material way?
No.

2. Resiliency: Will the action(s) proposed by this legislation increase or decrease
Seattle’s resiliency (or ability to adapt) to climate change in a material way? If so,

Template last revised: December 2, 2021
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explain. If it is likely to decrease resiliency in a material way, describe what will or

could be done to mitigate the effects.
Yes, reducing the threat of mining-related impacts on the upper Skagit supports the

environmental integrity of the watershed which in turn makes it more resilient to the
anticipated impacts of climate change.

g. If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s)?

N/A

Summary Attachments:

Summary Attachment A - SEEC Letter to SCL

Summary Attachment B - High Ross Treaty

Summary Attachment C - Donut Hole Map

Summary Attachment D - BC Letter to Mayor Harrell & Council
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January 28, 2022

VIA EMAIL: Debra.Smith@seattle.gov]

Ms. Debra Smith

General Manager and CEO
Seattle City Light

P.O. Box 34023

Seattle, WA 98124-4023

Re.: Imperial Metals Corporation (“Imperial Metals™) surrender mining interests within the area
identified in white in Schedule “A” attached hereto (the “Skagit River Donut Hole”)

Dear Ms. Smith,

We write to confirm to The City of Seattle’s desire to support the preservation and protection of the natural
and cultural resources and recreational opportunities within the headwaters of the Skagit River, which
includes the Skagit River Donut Hole.

In furtherance of the foregoing goal and objective, we understand as follows:

1. The City of Seattle, through its City Light Department (“Seattle”) intends to introduce legislation

to the Seattle City Council that will allow it to contribute US$1,250,000 (the “Seattle’s
Contribution Amount”) to the Skagit Environmental Endowment Commission (“SEEC”),
forming a portion of the contribution payable by SEEC to Imperial Metals in consideration for the
surrender of its mining interests within the Skagit River Donut Hole (the “Surrender”);

Seattle also expects to help coordinate The State of Washington’s (the “State™) contribution to
SEEC for SEEC’s payment to Imperial Metals in consideration for the Surrender. Based on the
State’s Salmon Policy Brief, Seattle anticipates the State will commit US$4,500,000 (the “State’s
Contribution”) to SEEC in contribution towards the Surrender. Seattle currently anticipates that
such transfer will be made from the State to Seattle pursuant to an agreement between Seattle and
the State, but will work cooperatively with the State to execute such transfer in a manner that is
mutually acceptable to both the State and Seattle (the “State Contribution Agreement”);

Seattle and SEEC both understand that the State’s Contribution will not be delivered to Seattle until
after April 1, 2022.

Seattle will, as soon as reasonably practicable, introduce legislation that enables the acceptance of
the State’s Contribution by Seattle and its further transmittal to SEEC in contribution toward the
Surrender, and authorizes Seattle’s payment in contribution toward the Surrender. As previously
stated, the anticipated path would be approving the execution of both the State Contribution
Agreement to accept the State’s Contribution and a second agreement authorizing the transmittal
of Seattle’s Contribution and the State’s Contribution (collectively, the “Combined Contribution
Amount”) to SEEC. Seattle shall endeavor to deliver the Combined Contribution Amount to SEEC
by April 15, 2022; and

skagiteec.org Canada: seec-can@skagiteec.org USA: seec-usa@skagiteec.org

{00482398v.5}
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5. SEEC has agreed to arrange, at SEEC’s sole expense, bridge financing of the Contribution Amount
for the period commencing on the Surrender Date and ending on the date that Seattle delivers the
Combined Contribution Amount to SEEC.

Please confirm Seattle’s intentions as set forth herein by executing and delivering this letter to the
undersigned at the address first noted above.

SKAGIT ENVIRONMENTAL
ENDOWMENT COMMISSION

By: T&’OW‘M OMU?

Name: Thomas Curley
Title: Canada Commissioner
& Co-Chair

By: Erp—w E‘O’OQ@MILNW

Name: Leo Bodensteiner
Title: USA Commissioner
& Co-Chair

Acknowledged and agreed to by the undersigned as of the day of January 2022:
THE CITY OF SEATTLE, CITY LIGHT DEPARTMENT

Dt )it —

Name: Ms. Debra Smith
Title: General Manager and CEO

{00482398v.5}
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SCHEDULE “A”
SKAGIT RIVER DONUT HOLE

{00482398v.5}
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98t CONGRESS TreaTy Doc.
2d Session SENATE 98-26

TREATY WITH CANADA RELATING TO THE SKAGIT
RIVER AND ROSS LAKE IN THE STATE OF WASH-
INGTON, AND THE SEVEN MILE RESERVOIR ON
THE PEND D'OREILLE RIVER IN THE PROVINCE OF
BRITISH COLUMBIA

MESSAGE

FROM

THE PRESIDENT OF THE UNITED STATES

TRANSMITTING

A TREATY BETWEEN THE UNITED STATES AND CANADA RELAT-
ING TO THE SKAGIT RIVER AND ROSS LAKE IN THE STATE OF
WASHINGTON, AND THE SEVEN MILE RESERVOIR ON THE PEND
D'OREILLE RIVER IN THE PROVINCE OF BRITISH COLUMBIA,
SIGNED AT WASHINGTON ON APRIL 2, 1984

June 11, 1984 —Treaty was read the first time, and together with the
accompanying papers, referred to the Committee on Foreign Relations
and ordered to be printed for the use of the Senate

U.8. GOVERNMENT PRINTING OFFICE

31-118 0O WASHINGTON © 1984
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LETTER OF TRANSMITTAL

Tue WHite Housg, June 11, 1954.
To the Senate of the United States:

With a view to receiving the advice and consent of the Senate to
ratification, I transmit herewith a Treaty between the United
States of America and Canada relating to the Skagit River and
Ross Lake in the State of Washington, and the Seven Mile Reser-
voir and the Pend d'Oreille River in the Province of British Colum-
bia, together with a report of the Department of State.

The primary purpose of this Treaty is to provide the necessary
legal bases for an arrangement under which the City of Seattle,
Washington will refrain from raising the Ross Dam on the Skagit
River, thus avoiding additional flooding of the Skagit Valley in the
Canadian Province of British Columbia, and will receive in return
a guaranteed long-term supply of electrical power from British Co-
lumbia. Through this arrangement a longstanding dispute between
Seattle and British Columbia over the construction of the High
Ross Dam has been constructively and ingeniously settled, and a
difficult and potentially divisive bilateral problem between the
United States and Canada positively resolved. The British Colum-
bia-Seattle Agreement and the United States-Canada Treaty that
provides the necessary legal bases for the Agreement represent
both a significant substantive achievement in terms of power provi-
sion and environmental conservation, and a model for the orderly
and amicable settlement of international issues.

I recommend that the Senate give early and favorable consider-
ation to the Treaty, and give its advice and consent to ratification.

RonaLDp REAGAN.

(rn
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LETTER OF SUBMITTAL

DEPARTMENT OF STATE,
Washington, June 5, 1984.
The President:

I have the honor to submit to you a Treaty between the United
States and Canada relating to the Skagit River and Ross Lake in
the State of Washington, and the Seven Mile Reservoir on the
Pend d'Oreille River in the Province of British Columbia, signed at
Washington on April 2, 1984, with the recommendation that it be
transmitted to the Senate for its advice and consent to ratification.

The following is a brief summary of the origin and background of
this treaty. In 1942 the International Joint Commission (IJC), a bi-
national body operating pursuant to the 1909 United States-Canada
Boundary Waters Treaty, authorized the City of Seattle to raise by
stages the Ross hydroelectric dam on the Skagit River. The dam
reached its present level in 1953, inundating a limited area of the
Province of British Columbia. Raising the dam to the highest level
authorized by the 1942 IJC order would provide significant addi-
tional power capacity for Seattle; it would also, however, inundate
approximately seven additional miles of the scenic Skagit Valley in
British Columbia. For this reason, the 1942 Order conditioned the
raising of Ross Dam to its highest level upon the achievement of an
agreement between Seattle and British Columbia providing for sat-
isfactory compensation to the Province for the resulting flooding.

In 1967, such an agreement was reached, stipulating a total of
$3.4 million in compensatory payments by Seattle to British Co-
lumbia. By 1972, however, British Columbia had altered its stance
to one of unconditional opposition to the further flooding of the
Skagit Valley. The Province attempted to withdraw from the 1967
agreement and petitioned the IJC to void its 1942 Order, thus in-
validating the 1967 compensation agreement.

The United States and Canadian Governments subsequently
became involved in the dispute, each filing statements with the 1JC
in support of the respective positions of Seattle and British Colum-
bia. In Canada the issue has received substantial political atten-
tion; the House of Commons has twice resolved to oppose further
flooding in the Skagit Valley. In April 1982 the 1JC, responding to
British Columbia’s petition, issued a Supplementary Order that dis-
missed the petition, but required Seattle to maintain the negotia-
tions with British Columbia for a year to explore alternative means
of settling their dispute. In recognition of the fact that such alter-
native solutions might well eventually require the direct participa-
tion of the two federal governments, informal discussions involving
representatives of the United States and Canadian Governments as

v)

120



Summary Att B - High Ross Treaty
VA Vi

well as of Seattle, British Columbia and the IJC were begun in
July 1982.

As an outgrowth of these discussions, formal treaty negotiations
between the United States and Canada began in April 1983. From
that time these negotiations proceeded in tandem with discussions
between Seattle and British Columbia, with the full participation
of the IJC. The Seattle-British Columbia discussions resulted in a
formal agreement between those two parties, signed on March 30,
1984. The essential contents of that agreement, which is attached
as an annex to the present Treaty, are as follows.

British Columbia will provide to Seattle, over approximately
eighty years, the electricity that would have resulted from the rais-
ing of Ross Dam, in exchange for Seattle's foregoing its right to
raise the dam and for payments by Seattle to British Columbia in
an amount as nearly equivalent as ible to the annual cost that
would have been incurred by Seattri)gsfn raising the dam. In addi-
tion, British Columbia is authorized to raise the level of its Seven
Mile Reservoir, causing flooding into Washington State land owned
b{l Seattle, in order to generate additional power for the Province.
Should British Columbia cease to provide the agreed power to Seat-
tle, Seattle will have the right to proceed immediately to construct
the final stage of the Ross Dam, and British Columbia would be
gbli ed 1;0 return a portion of the accrued annual payments made
y Seattle.

Several appendices to the British Columbia-Seattle Agreement
cover technical and financial matters.

The Treaty that has resulted from the negotiations between the
United States and Canada provides necessary authorizations and
guarantees for the British Columbia-Seattle Agreement, which is
annexed to the Treaty. The essential elements of the Treaty are
the following.

First, Article II of the Treaty authorizes Seattle, in the event of a
discontinuance of power deliveries, or a material breach of the
Agreement by British Columbia, to construct the High Ross Dam
without reTard to any provision of United States law that might be
argued as limiting or negating this authority. This provision is de-
signed to assure Seattle's right to construct the High Ross Dam
upon the occurrence of the events specified above—a right which is
Seattle’s ultimate recourse for ensuring its power supply in the
event of default by British Columbia—can be exercised in an effec-
tive and timely fashion. Seattle’s right to construct High Ross Dam
has been confirmed in the past by the International Joint Commis-
sion, United States regulatory agencies, and in the courts of the
United States after exhaustive litigation.

Second, Article Il authorizes the maintenance of certain water
levels at the United States-Canada boundary. Seattle is authorized
to maintain a water level at the boundary consistent with a level
at the Ross Dam of 1,602.5 feet, the current level, unless British
Columbia discontinues power deliveries or is determined by an ar-
bitration tribunal to have materially breached the Agreement, in
which case Seattle is authorized to raise the water level at the
boundary to a point consistent with a level of 1,725.0 feet at Ross
Dam, the level that would result from construction of High Ross
Dam. British Columbia in turn is authorized to maintain the Seven
Mile Reservoir at a level consistent with a water level at the
boundary of 1,730.0 feet, a 15-foot increase from the current level,

Vil

unless British Columbia discontinues power deliveries to Seattle, or
is determined by an arbitration tribunal to have materially
breached the Agreement, and does not meet its payment obligation
under the Agreement, in which case British Columbia would be au-
thorized to maintain the Seven Mile Reservoir at a level consistent
with its present level of 1,715.0 feet at the boundary.

Third, under Article IV the United States and Canada undertake
to ensure that any financial liabilities incurred, respectively, by Se-
attle and British Columbia in the event of discontinuance of obliga-
tions or material breach of the Agreement by either of these par-
ties, are met, if necessary by direct payment of the appropriate
amount by Canada to the United States or vice versa. Were this
remote contingency to occur, any money paid to Canada by the
United States on Seattle’s behalf would be recoverable from Seattle
under the indemnification agreement between the United States
and Seattle, which is included with the treaty documents. In that
same agreement, the United States has promised to transmit to Se-
attle, in accordance with applicable statutory and constitutional
procedures, any money paid to the United States by Canada as a
consequence of a British Columbia default. In the event of a default
on the part of the City of Seattle, the President if necessary would
seek an appropriation to the Department of State for proper execu-
tion of the guarantee provision of the Treaty.

Fourth, Article V provides that rates imposed by the Bonneville
Power Administration (BPA) for the transmission of power pursu-
ant to the Agreement shall be no higher than if the power were
generated and transmitted by an electric utility within the State of
Washington using BPA transmission facilities. This provision is
consistent with the general concept of the Treaty and the Agree-
ment, which is to create a financial situation resembling as closely
as possible the situation that would have existed if High Ross Dam
had actually been constructed. Any rate application stemming
from this provision would be unique and does not apply to other
rates or contracts between the BPA and these or other parties.

Fifth, Article VI removes the Skagit River and Ross Lake, and
the Seven Mile Reservoir and the Pend d’Oreille River from the
scope of certain portions of the Boundary Water Treaty of 1909.
This is in order to avoid the application of overlapping and poten-
tially conflicting legal regimes to these boundary waters.

Sixth, Article VII provides that amendments to the Agreement
proposed by Seattle and British Columbia must be submitted to the
United States and Canada for review, and that if such amendments
alter the rights and obligations of either Government under the
Treaty, they can enter into force only upon an exchange of notes
between the United States and Canada.

On the basis of an environmental assessment prepared by the
Department of State (attached) adopting one prepared to satisfy
State of Washington requirements, it has been determined that the
Treaty will not have a significant impact on the environment of
the United States.

Respectfully submitted,

KennNeTH W. DamM.

Attachment: Environmental Assessment and Finding of No Sig-
nificant Impact.
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VIII

United Mates Department of State

Kashington, D.( 20520

JUREAU OF OCEANS AND INTERNATIOWAL
ENVIRONMENTAL AND SCIENTIFIC AFFAIRS

April 2b. 198Y

Nemorandum to the Files

Pursuant to tne Watlonal Environmental Policy Act (NEPA).
ands in accordance with the Council on Environmental duality's
and the Department of State's implementing regulations. the
Department has reviewed and adopted., with minor additions. an
environmental assessment produced for the State of Washington
on a pruposed ayreement betueen the (ity of Seattle and the
Province of dritish Columbia. This ayreement has been
confirmed by a Treaty between the United States and Canada
relating to the Skaglt Kiver and Ross Lake and the Seven flile
Reservoir on the Pend D'Oreille River. signed on April d. 1984.

The Department's environmental assessment (attached)
indicates that the conclusion of this Treaty would not have a
significant impact on the environment of the United States.

The assessment reviews the environmental consequences of
gritish Columbia's raising of Seven Mile Dam-. If British
Columbia were to exercise this option pursuant to the Treaty. a
small amount of land. approximately ten acres. owned by the
City of Seattles would be affected. This ayreement wuas
desiyned as an alternative to the raising of Ross Dam which
would have siynificant environmental impacts-

Accordinglys I have made a finding of no significant
environmental impact with regard to the proposal to conclude a
Treaty with (anada to confirm the agreement of Seattle and
British Columbia on the yenerating and the sharing of

electrical power. ’

—— /‘{, 7 ) 5
a? Lheber Y (:/A«.,g\_‘.

Jack W. Blanchard
Acting Pirector
office of Environment and Health

Attachment:
Environmental Assessment

Environmental Assessment

Proposed Action

Ratification of a Treaty between the United States and
Carnada to confirm an ayreement reached by British Columbia and
the City of Seattle to cooperate on electricity yeneration and
supply- Under the Treaty. Seattle ayrees not to raise Ross Dam
and pays British Columbia an amount equal to what raising the
dam would have costy British Columbia ayrees to provide the
city with the same amount of electricity that would have been
generated, and has the option of raising Seven Hile Dam. which
would flood approximately ten acres of U. S. land owned by
Seattle. The Seattle-dritish Columbia Agreement was
specifically desiyned to minimize adverse environmental
impdctss whichs without the agreements could have been much
greater than those on the ten acres at issue here.

Environmental lmpacts and Alternatives

An assessment of the probable environmental impacts of this
action was prepdared by the City of Seattle (see attachment) to
meet the requirements of Washington's State Environmental
Policy Act (RCW 44.21 Q). This environmental assessment was
reviewed by the Department of State. and its findings were
discussed with the following individuals:

Atephen rRalph - City of Seattle (Environmental
Analysts Author of the Review)

Michael Stemple - U. S. Fish & Wildlife Service
(diologist)

Keith Fletcher - U. S. Forest Service (District
Manayger)

Anthony Eldred - Washington State (Program Hanagers
Habitat Hangement Divisiona
Department of Game).

After an independent review. and. in accordance with the
Council on Environmental wWuality's (CEW) Regulations for
Implementing the Procedural Provisions of the National
tnvironmental Policy Act (NEPA) (4U CFR 150k.2 and 150b.3)s the
Pepartment of State's own NEPA regulations (22 CFR 1kl-9 (c)).
andx in consultation with the General Counsel of the (Ed- the
Pepartment of State has adopted this environmental assessment
to meet the requirement for an assessment of environmental
impacts of and alternatives to the proposed action- Based on
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this assessment. the Department of State has made a finding of
no sigqlf}cant impact on the environment of the United States.
Accordingly. the preparation of an environmental impact
statement is not required.

Attachment:
As stated

X1
Proposed DECLARATION OF NonSignificance
(Froposed/Final) (Significance/NonSignificance)

Proponent - City of Sesttle

Pend Oreille River, Pend Oreille County, Washington;
. Pend Oreille River, British Columbis; Ross Lake,
Location of Proposal Whatcom County Washington and Brirish Columbis.

Leed Agency City of Seattle

Title and Description of Proposal

As part of the High Ross Settlement-Framework Agreement (Feb. 4, 1983),
betweer the City of Seattle and Province of British Columbia, B.C. Hydro will
reaise the operating reservoir elevation of their existing Seven Mile Dam on
the Pend Oreille River by approximately 15 feet. This action will allow for
increased generation capscity at that facility, which will offset, in part, a
portion of the energy supplied to Seattle under the Agreement. The increased
reservolr elevation will result in the inundation of less than 20 acres in
Cenada, and a waximum of 7-12 acres on the U.S5. side of the border, backing
the reservoir up to the base of the City's Boundary Hydroelectric Facilicy.
An additicnel component of the Agreement provides for removal of stumps and
snags in Ross Reservoir and on the shoreline as deemed appropriate and con-
slstent with wildlife habitat protection. This “reservoir grooming plan”
vill be the first funding priority of the Environmental Endowment Fund, set up
as a feature of the Agreement. Comments relating to this feature will be
denoted by an asterisk (*).

This proposal has been determined to not have a significant adverse
irpact upon the environment. An EIS is not required under
RCW 43.21€.030(2)(c)-

This proposal has been determined to have a significant adverse impact
upon the environment. An EIS is required under RCW 43.21C.030(2)(c).

This detercination was made after review by the responsible official on behalf
of the lead agency of a completed environmental checklist and other
information on file with the responsible department.

The irntent of this decleration is to satisfy the requirements of the State
Enviroroental Policy Act (RCW 43.21C), including the requirement to Inform the
public of agency deternminations pursuant to SEFA. This document is mnot a
perwit, nor does it constitute a decision or recommendation to grant or deny a
percit.

Responsible Official Joseph P. Recchi

Position/Title Superintendent, Seattle City Light —
0

Date {}42;‘ {:.6 g Signltur%/
Revised: 12 July 1976
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ENVIRONMENTAL CHECKLIST FORM 7.
BACKGROUND
1. Nane of Proponent: City of Seattle
*

2. Address and Fhone Number of Froponent:
3. Date Checklist Submitted: December 15, 1983
' Agency Requiring Checkligt: City of Seattle 8.
5. Name of Proposal, 1f applicable:

British Columbia-Seattle Agreement regarding settlement over the

High Ross Issue.
6. Hature and Brief Description of the Proposal (including but nat

Mmited to its slze, general design elements, and other factors that 9.

will give an accurate understanding of ite scope and asture):

The raising of the Seven Mile Reservoir (Province of British

Columbis, Fend Oreille River) from an elevation of 1715 feet to 1730

feet would inundate approximately 7-12 acres on the U.S. side of the

international border, and an smount estimated at less than 20 acres

on the Canadian side. The small amount of acresge lost {s a 10

function of the steep, canyon-like character of the existing Seven :

Hile Reservoir. As part of the B.C.-Seattle Agreewent resolving the

High Ross Dispute, Seattle agrees to let B.C. operate Seven Mile

reservoir to normal waximum operating elevation of 1730'. Other

than increasing the height of the spill gstes, by replacement with

higher gates, no nev construction will need to take place.
* An additional component of the Agreement provides for removal of

stumps and snags in Ross Remervoir and on the shoreline as deemed 11.

appropriste and consistent with wildlife hablrat protection. This

“reservolr grooming plan” will be the first funding prioricy of the

Environmental Endowment Fund, set up as a feature of the Agreewent.
T5

Location of Proposal (describe the physical setting of the proposal,

ag vell as the extent of the land ares affectred by any environwental

iwpacts, including any other inforwation needed to glve an accurate °
understanding of the environmental setting of the proposal):

On the U.S. side, the inundation zone would include lands directly
adjacent to the existing hydroelecric dam known as the City of
Seattle's Boundary Facility. This is located in the extreme
northeast corner of Washington State, Pend Oreille County, on the
Pend Oreflle River. The dam i3 immediately upstream of the existing
Seven Mile Dam and Reservoir in British Columbia.

X111

Continued.

The ares to be affected in Canada (Province of British Columbia)
extends from the existing Seven Mile Dam and Reservoir on the Pend
Oreille River to the international border with the U.S.

The sesthetic stump/snag removal and shoreline grooming will take
place primarily on the British Columbia end of the existing Ross
Lake Reservoir.

Estimated Date of Completion of the Proposal:

1986 - For raising of Seven Mile and Ross Lake Reservoir grooming.

List of all Permits, Licenses, or Government Approvals Required for
the Proposal (federsl, state and local--including rezones):

U.5. - Canada Treaty on Agreement Provisions.

National Environmental Policy Act (NEPA) Threshold Determinaticn

Do you have any plans for future additions, expansion, or further
sctivity related to or conpected with this proposal? If yes,
explain:

No

Do you know of any plans by others which may affect the property
covered by your proposal? If yes, explain:

No
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ENVIRONMENTAL IMPACTS
(Explanations of all “yes™ and "maybe” answers are required.)

Yes  mAEE NO
1. Earth. Will the proposal result in:

s. Unstable earth conditions or in
changes in geologic substructures? X

b. Disruptions, displacements, cow-
paction, or overcovering of the
soll? X

c. Change in topography or ground
surface relief features? X

d. The destruction, covering, or
modificatfon of any unique
geologic or physical features? X

e. Any increase in wind or water
erosion of soils, either on or
of f the site? X

f. Changes in depositicon or erosion
of beach sands, or changes in
siltation, deposition, or erosion
which may modify the channel of a
river or stream or the bed of the
ocean or any bay, inlet or lake? X

Explanation: c¢,e,f) Inundation of existing shoreline/bench area will
change the location and character of shoreline because of steeper incline
of adjacent land. Erosion and sidewall soil sloughing, already a problem
in the existing reservoir, wmay be exacerbated by elevated watertable and
increased wave action.

2. Air. Will the proposal resulr in:

a. Air emissions or deterioration
of ambient air quality? X

b. The creation of objecticonahble
odors? X

p.aY

YES MAYRE NO

Alteration of sir wovement,

woisture or temperature, or any

change in climate, either locally

or regionally? X

Explanation:

Water. Will the proposal result in:

Changes in currents, or the
course of direction of water
movements, in either marine
or fresh waters? X

Changes in absorption rates,
drainage patterns, or the amount
of surface water runoff? X

Alterations to the course or
flow of flood waters? X

Change in the amount of surface
water in any water body? X

Discharge into surface waters, or

in any alteration of surface water

quality, including but not limited

to temperature, dissolved oxygen,

or turbidity? X

Alteration of the direction or
rate of flow of ground waters? X

Change in the quantity of ground

waters, elther through direct

sdditions or withdrawals, or through

interception of an aquifer by cuts

or excavation? X

Deterioration in ground water

quality, either through direct

injection, or through the seepage

of leachate, phosphates, detergents,

waterborne virus or bacteria, or

other subtances into the ground

waters? X
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YES MAYBE i)
i. Reduction in the amount of water
otherwise available for public
water supplies? X

Explanation: a,c) Possible change in current velocities because of
widened river channel. ¢) Flood waters may encroach on Boundery Facilicy
and necessitate spilling at Seven-Hile, and way also flood bench areas
above 1730' where they occur. d) Amount of surface water will increase
as a function of the topography (i.e., gradient) of inundated nearshore
areas. f,g) Water table in nearshore areas would be raised as a
function of elevated reservoir.

4. Flora. Will the proposal result in:

8. Change in the diversity of species,
or numbers of any species of flora
(including trees, shrubs, grass,
crops, micro-flora and aquatic
plants)? X

b. Reduction of the numbers of
any unique, rare or endangered
specles of flora? X

c. Introduction of new species of
flora into an area, or in a
barrier to the normal replen—
ishment of existing specles? X

d. Reduction in acreage of any
agricultural crop? X

Explanation: a) Areas with cobble/boulder shoreline below 1730' would be
inundated resulting in loss of some emergent vegetation. New shoreline,
steeper gradient would differ in soil and thus the character of the vege-—
tation may differ also. * a) Stump removal in Ross Lake Reservoir may
reduce some algae growth or stumps as substrate.

5. Fauna. Wi{ll the proposal result in:

a. Changes in the diveraity of
specles, or numbers of any species
of fauna (birds, land animals
including reptiles, fish and
shellfish, benthic organiswms,
insects, or microfauna)? X

b. Reduction of the numbers of any
unique, rare or endangered
specles of fauna? X

XVII

YES MAYBE NO
c. Introduction of new species of
fauna into an area, or result
in a barrier to the migration
or movement of fauna? X

d. Deterioration of existing wildlife
habitat? X

Explanation: a,d) Loss of existing shoreline habitat with consequent
change in normal shoreline location to upland area with steeper gradient
and denser vegetative cover. a,c) There is some concern that a
reservoir @ 1730' would allow for rough fish from existing reservoir to
enter the Salwo River system and thereby degrade the established resident
trout population and the sport fishery utilizing it.

* a,d) Stump and snag removal in Ross Lake Reservoir may reduce habitat
for fish and cavity nesting wildlife respectively. Removal will be done
consistent with wildlife habitat protection.

6. Noise. Will the proposal increase
existing noise levels? X

Explanation: For a very short time, during construction, at the present
dam location.

7. Light and Glare. Will the proposal

produce new light or glare? X
Explanation:
8. Land Use. Will the proposal result in

the alteration of the present or

planned land use of an area? X

Explanation: Current land uses, primarily agricultural (i.e. grazing)
and provinciel wildlife managewment areas, would continue, but some fringe
area near new reservolr may be lost. This would amount to less than 20
acres.

8. Naturel Resources. Will the proposal
result in:

a. Increase in the rate of use of any
natural resources? X

b. Depletion of any nonrenewable
natural resource? X

Explanation:
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XVII

10. Risk of Upset. Does the proposal
involve & risk of an explosion or

the release of hazardous substances
(including, but not limited to oil,
pesticides, chemicals or radiation)

in the event of an accident or upset
conditions?

Explanation:

HAYBE NO

X

Possibly during comstruction, but highly unlikely due to

the short duration snd nature of construction activities at the existing
dam facility.

11. Population. Will the proposal alter
the location, distribution, density,

or growth rate of the human population

of an area?

Explanation:

12. Housing. Will the proposal affect
existing housing, or create demand
for additional housing?

Explanation: Although specific construction details are

X

not yet avalilable

it 4s unlikely that the nature and duration of the work would require a

significant increase in use of outside labor.

13, Transportation/Circulation. Will the

proposal result in:

Generation of additional
vehicular wovement?

Effects on exlsting parking
facilities, or demand for new
parking?

Impact upon existing transporta-
tion systems?

Alterations to present patterns
of circulation or movement of
people and/or goods?

Alterations to waterborne, rail
or air traffic?

Incresse in traffic hazards to
motor vehicles, bicyclists or
pedestrians?

X

X
X

X

X
X

XIX

YES MAYBE NO

Explanation: a,c,f) Some slight increase in vehicular traffic would
occur for the short-term construction period. No permanent changes would
result.

14. Public Services. Will the proposal
have an effect upon, or result in a
need for new or altered governmental
services in any of the following areas:

a. Fire protection? X
b. Police protection? X
c. Schools? X

d. Parks or other recreational
facilities? X

e. Maintenance of public facilities,
including roads? X

f. Other governmental services? X

Explanation: e) Possible increase in heavily laden trucks may damage
existing roadways. This can easily be repaired.

15. Energy. Will the proposal result in:

a. Use of substantial amounts of fuel
or energy? X

b. Demand upon existing sources or
energy, or require the develop-
went of new sources of energy? X

Explanation: b) Some loss of generating capacity of City Light's
Boundary Project due to encroachment of the elevated Seven-Mile Reservoir
on existing Boundary tallrace. This energy will be returned to Seattle
City Light as part of the overall settlement agreement.

16. Uti)ities. Will the proposal result
in a need for new systewms, or altera-—
tions to the following utilities:

a. Power or natural gas? X
b. Communication systems? X
c. Water? X
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d. Sewver or septic tanks? X

e. Storm water drainage? X

f. 5Solid waste and disposal? X

Explanation:

17. Human Health: Will the proposal
result in the creation of any health
hazard or potential health hazard
(excluding mental health)? X

Explanation:

18. Aesthetics. Will the proposal result
in the obstruction of any scenic vista
or view open to the public, or will
the proposal result in the creation
of an aesthetically offensive site
open to public view? X

Explanation:

* Removal of stumps/snags from existing Reservoir, and grooming of
existing shoreline will improve overall aesthetics of area.

19. Eefreugigg. Will the proposal result
in an impact upon the quality or
quantity of existing recreational
opportunities? X

Explanation:

* Impact of stump removal and shoreline grooming will be positive.

20. Archaeological/Historical. Will the
proposal result in-an slteration of
s significant archaeological or
historical site, structure, object
or building? X

Explanation: The steep nature of the terrain and the riverine character

of the upper reservolr create doubt that any significant archaeclogical
resources would be found in the proposed inundation zone. Surveys were

done for the original construction of both the Seven-Mile and Boundary
dams.

XXI

I111. ALTERNATIVES TO THE PROPOSAL

1. Briefly describe any alternative modificatiens to the proposal (to
project factors or external factors).

Because sctual design and construction would be carried out under
the suthority of B.C. Hydro, Seattle is not familiar with any
slternative modifications. Essentially the alternatives are to
ralse the reservoir level or not (see below).

* For stump/snag removal, shoreline grooming, only alternatives are to
do it or no action.

2. Briefly describe any alternative proposals including no action.

The raising of the operating level of Seven—Hile Reservolr from
1715' to 1730' is one significant element in the B.C.- Seattle
Agreement Tesolving the High Ross Issue. The only alternative is
not to allow the reservoir elevation increase. This would of course
change the certainty of the Agreement and its ratification in the
Treaty between the U.S. and Canada to resolve the issue at hand.

One possible result would be the raising of Ross Dam as originally
planned, an alternative with significant environmental impact.

* No action would preserve status quo, felt by many to be aesthetically
offensive.

1, the undersigned, state that to the best of my knowledge the above
information is true and complete.

Date /‘—)ﬁ(’//‘fﬁ /755 Signature,.—:—%—?z‘-daf% - L/? /?%

+ 7

: /
Title /459«95‘ &szﬁ'onnm.tﬁf /Mﬁjfﬁ"

—
Approved by [ e y 1

Tjtleﬁfﬂé‘fﬂvf ﬁﬂ/ﬁ’dhmﬁf%ﬂ Date ,ﬂ(/. /?ﬁ /953
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TREATY BETWEEN THE UNITED STATES OF AMERICA AND CANADA RE-
LATING TO THE SkaciT RIVER AND Ross LAKE, AND THE SEVEN
MiLE RESERVOIR ON THE PEND D'OREILLE RIVER

The Government of the United States of America and the Govern-
ment of Canada,

Bearing in mind the purpose of the Boundary Waters Treaty, in
particular with respect to the prevention of disputes between the
United States and Canada regarding the use of boundary waters;

Recognizing the desirability of preserving the natural environ-
ment of the Skagit Valley, in the Province of British Columbia;

Acknowledging the importance to the economic growth and de-
velopment of the City of Seattle of the electrical power that would
have been produced by the raising of the Ross Dam;

Noting with approval the Agreement dated March 30, 1984 be-
tween the Province of British Columbia and the City of Seattle de-
veloped under the auspices of the International Joint Commission;
and

Having encouraged the achievement of such a settlement and
being desirous of securing and promoting the cooperative measures
undertaken therein,

Have agreed as follows:

ARTICLE 1
Definitions

For purposes of this Treaty:

(a) “Agreement” means the Agreement entered into between
British Columbia and Seattle on March 30, 1984, and its sever-
al appendices, contained in the Annex to this Treaty;

(b) “Boundary Waters Treaty” means the Treaty between
the United States and Great Britain relating to Boundary
Waters and Questions Arising between the United States and
Canada, dated January 11, 1909,

(¢) “British Columbia” means the Province of British Colum-
bia, Canada;

(d) “‘Seattle’” means the City of Seattle, in the State of Wash-
ington, United States of America;

(e) “Normal full pool elevation’ means the water level at the
dam determined by means of measuring elevation above mean
gea level, excluding variations due to wind and wave action on
surface water and variations resulting from extraordinary
flood conditions, and which in the case of Ross Lake is based
on the City of Seattle Ross Dam datum for Ross Lake and in
the case of the Seven Mile Reservoir is based on the Geodetic
Survey of Canada datum for the Seven Mile Reservoir; and

(1)
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() “Arbitration tribunal” means an arbitration tribunal es-

Lablitshed pursuant to section 10 and Appendix C of the Agree-
ment.

ARTICLE 11

Authorizations

L (a) In the event that British Columbia discontinues its obliga-
tion to deliver electrical power to Seattle under the Agreement or
an arbitration tribunal determines that conduct of British Colum-
bia constitutes a material breach of the Agreement, Seattle is, in
accordance with and subject to the terms and conditions specihed
in this Treaty and‘the Agreement, authorized to raise the level of
Ross Lake on the Skagit River by means of construction and oper-
ation of Ross Dam to a normal full pool elevation of 1725.0 feet
subject to the terms and conditions contained in Opinion No. 808 of
the_ Umted States Federal Power Commission issued July 5, 1977
Opinion No. B0BA of the Federal Energy Regulatory Commission
issued Augu_b‘:l 2, 1978, and in other actions of the Federal Energy
Regulatory Commission in implementation thereof, including provi-
sions for High Ross Dam in the relicensing by the Federal Energy

A

Regulatory Commission of Seattle’s Project No. 553, of which Ross
Dam is a part. l

(b) This authority is to be exercised by Seattle at its option, with-
out rega:jd to any United States law, decision, regulation or order
which might be argued as limiting or negating this authority, in-
cluding provisions of the Federal Power Act relating to the time in
which project construction must otherwise commence or to the
term of license, or any other provision, during the term of this
Treaty, provided that full compensation to British Columbia in the
ev:ant of operation of Ross Lake at a normal full pool elevation of
1725.0 feet shall be as provided for in the Agreement and in lieu of
any conditions in Opinions 808 and 808A or in any licensing order
or orders for Project No. 553 with respect to British Columbia, and
provided further that unless and until the normal full pool eleva-
:]1;);: of Ross Lake is thuslra}ised, Seattle shall not be required to

any increase in annual charges atte 'r s

tiO‘n 1e) of the Federal Power Pt.ct. benudan’. Riapenpers nitier 8K

2. The Goyernment of Canada shall obtain the legislative or
other authority necessary to enable British Columbia to export

ele(..t.l lCa] I)O\-’\rel n BCCOIdBlICe W]th t]le tEI ms d“d COHdlUOIlS 0! lhe
Aglee"le”t-

ARTICLE 111

Water Levels at the Boundary

1. During the term of this Treaty, Se i
reaty, Seattle shall be permitted to
operate Rqss Lake so as to maintain the level of the g(lingit River
at the United States-Canada boundary at an elevation consistent
wnéhg n(_)rma}ll full pool elevation of 1602.5 feet.

<. During the term of this Treaty, British Columbia shall be per-
rmtte)d to operate S«yen Mile Reservoir so as to raise the levell of
the Pend d'Oreille River at the United States-Canada boundary to

3

an elevation consistent with a normal full pool elevation of 1730.0
fect, subject to the delivery by British Columbia to Seattle of
energy and capacity lost at Boundary Dam due to tailwater en-
croachment by the Seven Mile Reservoir.

3. In the event that Seattle discontinues its obligation under the
Agreement to make payments to British Columbia for the delivery
of electrical power or an arbitration tribunal determines that con-
duct of Seattle constitutes a material breach of the Agreement, Se-
attle shall not be permitted to operate Ross Lake so as to raise the
level of the Skagit River at the United States-Canada boundary
above a level consistent with a normal full pool elevation of 1602.5
feet.

4. In the event that British Columbia discontinues its obligation
under the Agreement to deliver electrical power to Seattle or an
arbitration tribunal determines that conduct of British Columbia
constitutes a material breach of the Agreement, Seattle shall be
permitted to operate Ross Lake so as to raise the level of the
Skagit River at the United States-Canada boundary to an elevation
consistent with a normal full 1 elevation of 1725.0 feet.

5. In the event that either gggttle or British Columbia discontin-
ues its respective obligations in accordance with paragraph 3 or
paragraph 4 of this Article, or an arbitration tribunal determines
that conduct of either constitutes a material hreach of the Agree-
ment, British Columbia nonetheless shall be permitted to operate
Seven Mile Reservoir so as to maintain the level of the Pend d'O-
reille River at the United States-Canada boundary at an elevation
consistent with a normal full pool elevation of 1730.0 feet.

6. Notwithstanding paragraph 5 of this Article, in the event that
British Columbia discontinues its obligation under the Agreement
to deliver electrical power to Seattle or an arbitration tribunal de-
termines that conduct of British Columbia constitutes a material
breach of the Agreement, and the obligation of British Columbia to
make payment under subparagraph 9(CXiv) of the Agreement i8
not met, British Columbia shall not be permitted to operate Seven
Mile Reservoir so as to maintain the level of the Pend d'Oreille
River at the United States-Canada boundary above a level consist-
ent with a normal full pool elevation of 1715.0 feet.

ARTICLE 1V

Obligations on Discontinuance

1. The United States and Canada shall ensure, in the manner set
out in this Article, that financial obligations on the part of Seattle
and British Columbia in the event of discontinuance of certain of
their respective obligations under the Agreement, are met.

2 (a) In the event that British Columbia discontinues its obliga-
tion under the Agreement to deliver electrical power to Seattle or
an arbitration tribunal determines that British Columbia is in ma-
terial breach of the Agreement, Canada shall endeavor to ensure
that British Columbia pays to Seattle any amount owing under
subparagraph 9(CXiv) of the Agreement. In the event that an arbi-
tration tribunal determines the amount owed by British Columbia

to Seattle under that subparagraph and that British Columbia has 130
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failed to discharge its obligation to pay that amount to Seattle,
Canada shall pay such amount to the United States in United
States currency.

(b) Payment of such amount by Canada shall be in full satisfac-
tion of British Columbia's obligations under subparagraph 9(CXiv)
of the Agreement.

3. (a) In the event that Seattle discontinues its obligation under
the Agreement to make payments to British Columbia, or an arbi-
tration tribunal determines that Seattle is in material breach of
the Agreement, the United States shall endeavor to ensure that Se-
attle pays to British Columbia any amount owing under Section 5
of the Agreement. In the event that an arbitration tribunal deter-
mines the amount owed by Seattle to British Columbia under that
section and that Seattle has failed to discharge its obligation to pay
that amount to British Columbia, the United States shall pay such
amount to Canada in United States currency.

(b) Payment of such amount by the United States shall be in full
satist!'action of Seattle’s obligations under Section 5 of the Agree-
ment.

ARTICLE V

Transmission of Power

The rate imposed by the Bonneville Power Administration, or its
successor agency, for the transmission of power from British Co-
lumbia to Seattle pursuant to the Agreement shall be no greater
than if the power were generated, and transmitted on the Federal
Qo]umbia River Power System, wholly within the State of Wash-
Iington.

ARTICLE VI

Effect on Boundary Waters Treaty

1. Nothing in this Treaty shall affect the application of the
ﬁor.niiary Waters Treaty except as provided in paragraph 2 of this

rticle.

2. During the period in which this Treaty is in force, the powers,
functions and responsibilities of the International Joint Commis-
sion under Article IV, paragraph 1 and Article VIII of the Bounda-
ry Waters Treaty shall not apply to the Skagit River and Ross
Lake or to the Pend d’'Oreille River and the Seven Mile Reservoir.

ARTICLE VII

Amendment of the Agreement

Amendments to the Agreement proposed by British Columbia
and Seattle shall be submitted to the Parties for timely review.
Amendments that, in the view of either Party, would affect the
rights and obligations of the parties under the Treaty shall enter
into force only upon an exchange of notes between the Parties. All

other amendments shall enter into force as agreed upon between
British Columbia and Seattle.

5

ARTICLE VIII

Entry Into Force and Duration

This Treaty shall enter into force on the date the Parties ex-
change instruments of ratification, and shall remain in force until
terminated by agreement of the Parties, or by either Party upon
not less than twelve months written notice which may be given no
earlier than January 1, 2065.

IN WITNESS WHEREOF, the undersigned, being duly author-
ized by their respective Governments, have signed this Treaty.

DONE at Washington in duplicate, in the English and French
languages, both texts being equally authentic, this second day of
April, 1984,

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF CANADA:

UNITED STATLES OF AMERICA;

S /At M/%W

BriTisH COLUMBIA-SEATTLE AGREEMENT

This agreement made this 30th day of March, A.D. 1984 Be-
tween:

Her Majesty the Queen in Right of the Province of British
Columbia (hereinafter called “British Columbia”)

and

The City of Seattle, a Municipal Corporation of the State of Wash-
ington, one of the United States of America (hereinafter called
“Seattle’”)

Whereas the International Joint Commission (IJC), by Order
dated April 28, 1982, urged British Columbia and Seattle as parties
under that Order, to come to some agreement with respect to their
differences over the authorized construction of High Ross Dam by
Seattle which would raise the elevation of Ross Lake and thus of
the Skagit River at the International Boundary from its present
normal full pool elevation of 1602.5 to elevation 1725; and

Whereas by said Order the IJC considered that in the then exist-
ing circumstances Ross Lake should not be raised above its existing
level provided that the City receive appropriate compensation for
the loss of a valuable and reliable source of electric power in the
form of High Ross Dam; and

Whereas by said Order the 1JC sought the formal participation of
the Governments of Canada and of the United States in order to
implement any non-high dam agreement which might be reached,
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and toward that end established a Joint Consultative Group con-
sisting of representatives of the two Governments, of the Commis-
sion, and of the parties, to receive quarterly reports from the par-
ties on their efforts to arrive at such an agreement; and

Whereas the parties have held numerous meetings, including
those of their financial and technical groups since the above refer-
enced Order of the IJC of April 28, 1982 and have reported fully to
meetings of the Joint Consultative Group in June, September and
December of 1982 and February, August and December of 1983 con-
cerning their negotiations; and

Whereas the [JC, the parties and the respective Governments
have concluded that an agreement between the parties should be
confirmed by and be subject to a treaty between the Governments;

Now therefore the parties do hereby solemnly agree as follows:

SECTION 1.—DEFINITIONS

The following terms used in this Agreement or in Appendices
hereto shall mean:

“Agreement” means this Agreement and its Appendices A-E.

“Normal full pool elevation” means the water level at the dam
determined by means of measuring elevation above mean sea level,
excluding variations due to wind and wave action on surface water
and variations resulting from extraordinary flood conditions, and
which in the case of Ross Lake is based on The City of Seattle Ross
Dam datum for Ross Lake and in the case of Seven Mile reservoir
is based on the Geodetic Survey of Canada datum for the Seven
Mile Reservoir.

“Notification” means notice in writing from the Premier of Brit-
ish Columbia to the Mayor of Seattle, or vice versa, of intention to
discontinue certain provisions of the agreement. Such notice shall
be deposited, registered and prepaid in the United States or the Ca-
nadian mail, as appropriate. Following mailing, such notice shall
also be published in a daily newspaper of general circulation in
both Seattle, Washington and Victoria, British Columbia. The
notice shall be deemed to have been given upon the date of publica-
tion in Seattle or Victoria, whichever is later.

“Skagit bus” means the Diablo switchyard on the Skagit River,
or its successor switchyard, which is the collection point for power
from Diablo and Ross power houses on the Skagit River.

“Treaty’” means the ‘“Treaty between Canada and the United
States of America relating to the Skagit River and Ross Lake, and
the Seven Mile Reservoir on the Pend d'Oreille River” confirming
this Agreement.

SECTION 2.—TERM OF AGREEMENT

This Agreement will come into force on the date executed by
British Columbia and Seattle and shall continue through January
1, 2066. If the Treaty has not come into force by December 31, 1984,
this Agreement shall terminate on that date.

Seattle and British Columbia will jointly request the IJC to ter-
minate its 1942 Order of Approval regarding the Ross Dam on the
Skagit River, effective only upon the entry into force of the Treaty
and the Agreement. Seattle and British Columbia recognize that

7

the IJC may take such action on its own motion and agree that nei-
ther will object should the IJC so act.

SECTION 3.—NON-FLOODING OF SKAGIT VALLEY

Seattle shall not raise Ross Dam or operate Ross Lake above a
normal full pool elevation of 1602.5, unless before January 1, 2061,
a five-year notice of discontinuance period has commenced at the
instance of British Columbia pursuant to Section 9, or a determina-
tion of material breach of the Agreement by British Columbia has
been made pursuant to Section 10.

SECTION 4.—BRITISH COLUMBIA TO SUPPLY ELECTRICITY

British Columbia shall supply Seattle with the electricity ap-
proximately anticipated from High Ross Dam, consisting of 37.3 av-
erage MW of firm energy, capacity based upon the difference be-
tween existing Ross Dam production and 532 MW, in the months of
November through March, and capacity not exceeding 1560 MW in
the months of April through October, commencing January 1, 1986
and for the term of this Agreement. The specific amounts of firm
energy and capacity and schedule of deliveries shall be as detailed
in Appendix A, subject to modifications which may result from
future discussions and mutual agreement between British Colum-
bia Hydro and Power Authority and the Seattle City Light Depart-
ment, or their successor agencies. Such schedule of deliveries shall
only be excused during an event of force majeure, i.e., one beyond
the control of British Columbia or which could not be avoided by
the exercise of due care.

SECTION 5.—SEATTLE PAYMENTS FOR ELECTRICITY

Seattle shall make annual fixed capital payments to British Co-
lumbia prior to December 31 of each year beginning in 1986 to, and
including the year 2020, of $21,848,000 (U.S.), which represents the
annual cost that would have been incurred by Seattle through the
construction of High Ross Dam. This amount will be augmented by
annual payments by Seattle prior to December 31 of each year be-
ginning in 1986 to and including the year 2065, representing the
operating and maintenance expenses that would have been in-
curred by Seattle in the annual operation of High Ross Dam. The
initial payment shall be $100,000 (U.S.), subsequent payments to
change annually at the same rate as the U.S. Consumer Price
Index. Although the fixed capital payments terminate in 2020, it is
agreed that they shall be considered sufficient, together with the
operation and maintenance equivalency payments, and the benefits
of Seven Mile flooding rights, to pay British Columbia for the deliv-
ery of electricity under Section 4 through January 1, 2066.

SECTION 6.—WHEELING COSTS

The costs of wheeling up to 230 MW of power to the Seattle load
center shall be the responsibility of British Columbia. Seattle will
only be responsible for wheeling costs for capacity in excess of 230
MW. Specific wheeling arrangements shall be as described in Ap-
pendix A. British Columbia and Seattle will work in concert to
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achieve mutually beneﬁc_ial wheeling arrangements, but in no case
will the costs be at a higher rate than those paid by Seattle for
similar wheeling.

SECTION 7.—FLOODING IN THE UNITED STATES BY SEVEN MILE
RESERVOIR

Seattle agrees that British Columbia may operate Seven Mile
Reservoir to normal full pool elevation of 1730 feet, flooding into
Washington State to a depth of approximately 15 feet until Janu-
ary 1, 2066, subject to the provisions of 9(DXii). British Columbia
shall deliver to Seattle energy and capacity lost at Boundary Dam
due to tailwater encroachment by the Seven Mile Reservoir in ac-
cordance with Appendix A. British Columbia shall also deliver
energy as required by 9(CXii). British Columbia shall not raise
Seven Mile Reservoir across the international boundary prior to
January 1, 1986, without prior agreement with Seattle.

SECTION B.—PERIODIC REVIEW

At intervals of no more than ten years after coming into force of
this Agreement, British Columbia and Seattle shall review the
terms and conditions of the Agreement in light of all applicable cir-
cumstances in order to determine the advisability of beneficial
changes. Failure to agree to any proposed change shall not be sub-
ject to the provisions of Section 10.

SECTION 9.—DISCONTINUANCE OF CERTAIN OBLIGATIONS

A. Seattle may discontinue its obligation to make payments
under Section 5, and British Columbia may discontinue its obliga-
tion to deliver capacity and energy under Sections 4 and 6 by noti-
fication. Following notification of either British Columbia’s or Seat-
tle'g decision to so discontinue there will be a one-year review
period during which the notification may be withdrawn unilateral-
ly by the notifying party upon like notification. At the end of this
one—year.review period, if the notification is not withdrawn, a five-
year notice period shall commence, at the end of which period dis-
continuance will become effective and the relevant obligations will
end, unless notification is withdrawn by consent of both British Co-
lumbia and Seattle, or unless both agree to earlier discontinuance.
Notification of intent to so discontinue may not be given prior to
January 1, 1991, by either British Columbia or Seattle.

_ B. In the event of discontinuance initiated by Seattle, its author-
ity to flood into British Columbia will be limited to normal full
pool elevation of 1602.5 feet.

C. In the event of discontinuance initiated by British Columbia
and the commencement of a five-year notice period:

(i) Seattle may begin construction of High Ross Dam immediately
and flood land in British Columbia up to normal full pool elevation
1725 feet. Full compensation to British Columbia for the duration
of this Agreement for such operation will be provided for by pay-
ment for actual costs of road relocation, recreation improvements,
and reservoir clearing as set forth in Appendix B, by the continued
flooding of the Seven Mile Reservoir into the United States to

9

normal full pool elevation 1730 feet and by continued contributions
to and operation of the Environmental Endowment Fund.

(ii) If Seattle does not exercise its right under 9(CXi), compensa-
tion to be provided by British Columbia to Seattle for the continued
operation of the Seven Mile Project, in addition to delivery to Seat-
tle of energy and capacity lost at Boundary Dam by tailwater en-
croachment, will be the equivalent of 1.05 average MW of firm
energy delivered annually at Blaine.

(ii1) Subject to the provisions of 9(DXii), British Columbia will
continue to have authority to operate the Seven Mile Project at
normal full pool elevation 1730 feet.

(iv) British Columbia shall return to Seattle:

(a) should Seattle opt to construct High Ross Dam, a sum of
money in U.S. currency sufficient to construct High Ross Dam,
and either money or replacement power sufficient to fully re-
place power losses to Seattle due to construction. The sum to
be returned shall include only cost items specified in Appendix
B, adjusted to reflect actual costs at the time construction is
commenced, less the capitalized value at that date of Seattle's
capital payments not made or to be made under this Agree-
ment through the year 2020;

(b) should Seattle opt not to construct High Ross Dam, the
lesser of: a sum in U.S. currency sufficient to acquire equiva-
lent energy resources until 2066 less the capitalized value, in
the year Seattle so opts, of Seattle's capital payments not made
or to be made under this Agreement through the year 2020; or
that sum provided in 9(C)(ivXa).

(v) Seattle shall exercise its option either to construct High Ross
Dam under 9CXivXa) or not to construct under HCXivkb) by giving
notice to British Columbia. Seattle's notice shall include an esti-
mate of the lesser of a sum sufficient to construct High Ross Dam
or to acquire equivalent energy resources, as appropriate, less the
capitalized value of capital payments not made or to be made to
British Columbia, together with a schedule for construction of High
Ross Dam or acquisition of alternative resources. Within three
months of such notice British Columbia shall give notice to Seattle
of its intention to: repay immediately, as construction costs are in-
curred, or on the completion of High Ross or its alternative re-
source; its decision to provide Seattle either money or power to re-
place power losses during construction; and, any objections to Seat-
tle's estimate of British Columbia’s repayment obligation. Failure
to give such notice by British Columbia shall be deemed to indi-
cate: British Columbia’s agreement with Seattle’s cost estimates; its
repayment on the earliest repayment date; and its payment for re-
placement power losses in money. Notices hereunder shall be given
in writing from the Premier of British Columbia to the Mayor of
Seattle, or vice versa, which shall be deposited, registered and pre-
paid in the United States or Canadian mail, as appropriate, and
shall be deemed to have been given as of the date of mailing.

(vi) Seattle shall retain the option to exercise the provisions of
either 9(CXivXa) or 9(CXivKb) for the remaining period of this
Agreement, provided that British Columbia shall retain control of
funds paid by Seattle prior to such discontinuance, until following
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exercise of such option by Seattle, repayment is made by British
Columbia in accordance with the terms of 9C) (iv) and (v).

D. Interim remedies to Seattle shall include the following:

(i) In order that Seattle not be damaged pending the submission
to and determination by the arbitration tribunal provided for in
Section 10, that British Columbia has failed to discharge its obliga-
tions to deliver energy and capacity to Seattle under the Agree-
ment, British Columbia shall take all possible measures during this
Agreement to ensure that there shall be immediately transferred
to Seattle from sources available to British Columbia in the United
States, or exported by British Columbia to the United States, such
energy and capacity as may be required to fulfill British Colum-
bia's obligation to deliver electricity under the Agreement.

(ii) If the amounts of energy and capacity required under the
Agreement are not delivered or transferred to Seattle, except
during an event of force majeure, or if British Columbia does not
satisfy an arbitration award under Section 10, British Columbia
shall forthwith lower Seven Mile Reservoir so as not to extend
across the international boundary. Upon satisfaction of British Co-
lumbia's obligations to Seattle to deliver energy and capacity under
the Agreement, and payment in full of any arbitration award to
Seattle by British Columbia, or by Canada to the United States
under the Treaty, British Columbia may raise the normal full pool
elevation of the Seven Mile Reservoir to 1730 feet.

(iii) Should the arbitration tribunal determine that British Co-
lumbia had not failed in its obligations under %C) (iv) or (v), had
not failed to deliver power, or had not otherwise been in material
breach, the tribunal may find compensation payable to British Co-
lumbia from Seattle to the extent of the electricity received by Se-
attle from British Columbia sources and the loss of electricity
through lowering the Seven Mile Reservoir as provided for in sub-
paragraphs (i) and (ii) above.

SECTION 10.—DISPUTE RESOLUTION

Disputes between British Columbia and Seattle arising out of
this Agreement shall be resolved exclusively as provided in this
Section. Pending any decision by a consulting board or by arbitra-
tion, the obligations of the parties shall remain effective and out-
standing, including without limitation the obligation of British Co-
lumbia to deliver electricity under this Agreement.

(a) At the request of both British Columbia and Seattle, any
matter may be referred to a consulting board composed of four
members, two of whom shall be appointed by British Columbia and
two by Seattle. A decision of a majority of the consulting board
shall be final and binding on the parties. Any matter not decided
by majority vote within three months of the date of submission
shall be referred to the arbitration tribunal. The consulting board
may not consider an allegation, or make a determination, of mate-
rial breach of the Agreement.

(b) At the request of either British Columbia or Seattle, any
matter may be referred for determination to an arbitration tribu-
nal which shall decide such questions in accordance with the rules
in Appendix C. All decisions of the arbitration tribunal shall be
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final and binding and promptly carried out by the British Colum-
bia and Seattle.

(c) If the consulting board or the arbitration tribunal deems it ap-
propriate, it may assess an amount of compensation in either elec-
tricity or money to reimburse the complainant for any losses re-
sulting from nonperformance under the Agreement. Upon a deter-
mination of material breach by an arbitration tribunal, the per-
formance of obligations and consequences upon discontinuance set
forth in Section 9 shall be required and imposed by such tribunal.

(d) The Governments of Canada and the United States of Amer-
ica shall be notified of the reference of any matter to an arbitra-
tion tribunal. Although not parties, they may appear before and
make submissions to such tribunal.

(e) Copies of all documents and notices of all proceedings shall be
provided to the Governments of Canada and the United States of -
America in the same manner and at the same time as they are pro-
vided to the parties to the arbitration pursuant to the rules con-
tained in Appendix C.

SECTION 11.—ENVIRONMENTAL ENDOWMENT FUND

British Columbia and Seattle shall establish an Environmental
Endowment Fund to finance and an Environmental Endowment
Commission to administer the provision and maintenance of envi-
ronmental amenities and recreation facilities in the Ross Lake/
Skagit Valley area, as outlined in Appendix D, to which Seattle
will be the prime initial contributor.

SECTION 12.—REVERSION OF SEATTLE PROPERTY TO BRITISH COLUMBIA

Seattle shall convey to British Columbia, upon the coming into
force of the Treaty, Lots 221 and 222, Group 1, Yale Division, Yale
District, Penticton Assessment Area, but such conveyance will not
adversely affect Seattle’s rights under Sections 3 and 9. British Co-
lumbia shall not administer the Skagit Valley below elevation 1725
in a manner inconsistent with Seattle's exercise of rights upon dis-
continuance as provided in Sections 3 and 9, nor shall it divert any
water of the Skagit River from its natural channel for any use
other than consumptive use within the watershed of that river.

SECTION 13.—AGREEMENT REPORT

A general description of the Agreement, as defined in Section 1
hereof, its background and its intended operation, is _attached
hereto as Appendix E. It is a part of the Agreement, provided that
in the event of any conflict between Appendix E and Sections 1-12,
the latter shall govern.

LIST OF APPENDICES

Appendix A: Seattle City Light—B.C. Hydro Proposed Technical

Arrangements o
Appendix B: Hi%h Ross Dam Project—Cash Flow Projection
Appendix C: Arbitration Rules o
Appendix D: Environmental Endowment Fund and Commission
Appendix E: Agreement Report
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In witness whereof this Agreement has been executed on behalf

of the parties by their duly authorized representatives.

in the presenca of:

Attest:

(g Tliane

Deputy City Comptroller

)On behalf of the Province of
)British Columbia
)

The Honourable A, J. Rrummet
Minister of Environment

BYC@
T Cio—cvas,_sardom

Minister of
Intergovernmental Relations

On behalf of The City of Seattle

| CQ(CM Kﬂ @Zix

Mayor of Seatfle

By

APPENDIX A.—TECHNICAL ARRANGEMENTS WiTH REGARD TO SKAGIT
Hign Ross DeLiveries INVOLVING THE Brrmisn CoLumsia HYDRO
AND Power Avurnority [BCH)] ano the City oF Searrie, City
LiguT DEPARTMENT [SCL)]

SECTION 1—ENERGY

BCH on behalf of British Columbia shall have the responsibility
to deliver to SCL 354 Average Annual MW at the Seattle load
center.

This amount is derived from 37.3 Average Annual MW at the
Skagit Bus, and using the Berry/Gordon figures in the report of
April, 1982, losses to Seattle are computed at 5 percent, or 1.9 MW,
which produces 35.4 average MW at the Seattle load center.

The modified rule curve studies of June 30, 1982 show an aver-
age of 336.9 for High Ross and 298.9 for existing Ross. It has been
agreed that these studies will be used for the purpose of determin-
ing base monthly energy shape from BCH to SCL.

Prorating this shaping to the 354 MW average annual energy
gives the following monthly numbers in average MW which BCH
shall have the responsibility to deliver to SCL at the Seattle load
center.

BARBIEE: i s ow 8 D e T e N ST b s e e e e . 177
September. M- e 140
8,41 71) o1 T TR PR 185

L 1 347
December .. 45.2
January..... - 58.0
T L L 67.3
1 £:1 ) IO 59.4
QFrH ...... s gzg
B S ViAo o e e e A B A b o A R A SR 5.
June........ 36.3

BCH shall not be required to deliver more than one half of the
monthly energy entitlement in any one week.

SECTION 2—CAPACITY

BCH shall deliver to SCL capacity at the Seattle load center as
follows:

April (hirough October: 150 MW at Skagit bus.

November through March: 532 MW less actual capacity of exist-
ing Ross at Skagit bus. Capacity entitlement for the following week
shall be calculated each Friday as the difference between 532 MW
and the actual capacity at existing Ross.

Actual capacity deliveries at the Seattle load center for both
time periods will be reduced by 5% to cover losses. For purposes of
this Section 2, capacity shall mean the right of SCL to schedule

()
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hourly amounts from BCH up to the maximum capacity set forth
above.

SECTION 3—TRANSMISSION

BCH shall be responsible for the cost of transmission and associ-
ated losses of up to 230 MW delivered to the Seattle load center.
BCH and SCL shall jointly work towards arranging an annual
wheeling agreement with BPA. SCL shall be responsible for the
cost of transmission above 230 MW, but not losses.

The firm wheeling capacity contracted between BCH and SCL
shall be available for BCH's use when not scheduled for deliveries
un(‘il\er this agreement to the extent that this can be arranged with
BPA.

SECTION 4—ENERGY SHIFTS AND STORAGE TRANSACTIONS

A. Inter-month energy balance account

At SCL’s request energy may be shifted among months from the
amounts listed in Section 1 according to the following provisions:

(1) Beginning July 1 of each year an energy balance account will
be established consisting of the cumulation of MW.h of energy
shifted among months. The value in this account may be either
positive or negative, but may in magnitude not exceed 5,000 MW.h.
unless otherwise mutually agreed. This account must be zero on
June 30 of each year. Energy shifts increasing the amount for a
month will be counted as positive.

(2) The magnitude of energy shifted in any month may not
exceed 5,000 MW .h.

(3) SCL shall notify BCH of energy shifts in subparagraph 4.A.1
at least ten days in advance except in the circumstances described
in Section 5.A.

B. Storage account

Upon the request of BCH, SCL will accept delivery of energy for
storage in Ross Lake with the following conditions:

(1) The total amount of energy in the Storage Account shall not
exceed 50,000 MWh unless otherwise mutually agreed.

(2) No charges shall be assessed by SCL for the return of the
stored energy.

(3) If the return of storage energy causes spill on the SCL system,
then the Storage Account will be reduced by the amount of spill.
SCL will advise BCH if return of storage energy may result in spill
and if so, the approximate amount.

(4) SCL will give BCH notice of not less than five days of impend-
ing spill of stored energy at Ross Lake. Any such energy spilled
will be deducted from the Storage Account.

(5) SCL will not be required to accept or return storage energy if
such action violates its contractual obligations, legal constraints or
operating requirements.

(6) In case of spill the last non-SCL water stored will be the first
non-SCL water spilled.

(T) BCH will notify SCL of storage energy delivery or return at
least one day in advance.

15

SECTION 5—SCHEDULING

A. SCL will provide BCH a schedule of desired operation by 09:00
each Friday morning. This schedule will include desired hourly de-
liveries for the seven day period from 01:00 Saturday through 24:00
on the following Friday.

This schedule will only be changed in the following circum-
stances:

(1) forced outages on the SCL system,

(2) severe weather changes,

(3) fulfillment of firm contractual obligations, or
(4) legal constraints.

One such schedule change may be requested each week. The
schedule change shall be requested by 09:00 to be effective no
sooner than 00:00 the following day. BCH will make such schedule
change to the extent that the BCH system can reasonably respond.
Severe weather changes are those that cause load changes or
streamflow changes which would produce spill or threaten SCL
system integrity.

B. Capacity and associated energy may be scheduled by SCL up
to 24 hours per day, subject only to monthly energy limitations
after any shifts pursuant to Section 3.

SECTION 6—FORCED OUTAGES OR MAINTENANCE OUTAGES AT EXISTING
ROSS

It is agreed that maintenance outages or forced outages longer
than one day in duration at existing Ross will reduce capacity de-
liveries by BCH under this agreement in proportion to the number
of units out of service.

SECTION 7T—OPERATING COMMITTEE

There shall be an Operating Committee of one BCH and one SCL
representative who will meet not less than twice per year to review
operations and to plan for any special operations in the coming
period—special operations would include storage of energy.

Meetings shall alternate between Seattle and Vancouver.

SECTION 8—SEVEN MILE—BOUNDARY ENCROACHMENT

BCH shall return to SCL all capacity and energy lost due to the
encroachment of the Seven Mile Reservoir on Boundary Dam
which shall be returned on a daily basis on the seventh day after
loss. Boundary encroachment losses shall be calculated on a “real
time” basis, or on a negotiated amount by SCL and BCH. Such ap-
proaches may be agreed to and modified from time to time.

Encroachment energy & capacity losses are deemed to be deliv-
ered at Boundary.

Discussions concerning final solution will be initiated upon com-
pletion of above studies.

SECTION 9—CONTINUITY OF SUPPLY

BCH will use its best efforts to remove, curtail or contain any
cause of delay, interruption, or failure to deliver power and to
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resume deliveries with the least possible delay. Any energy deliv-
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terrupted for any reason shall be rescheduled for deliv

by BCH to SCL during comparable time periods as soon as practica-

ble.
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BCH shall not be responsible for transm

of its own system.
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RESERVOIR CLEARING, ROAD CONSTRUCTION AND RECREATION
CONTRIBUTION IN CANADA

Introduction

This is description of the line items 3b (1), (2), and (3) of Appen-
dix B. It is intended to provide a specifications guide for work to be
performed in Canada upon the construction of High Ross Dam.
Certain cost estimates expressed in January 1982 dollars (U.S))
which have been escalated through a projected 39-month construc-
tion period are also included, but are intended only as illustrative
of what costs would have approximated if the project had been un-
dertaken in 1982; they also serve as a general point of reference on
the amount and type of work to be performed under line items 8b
(1), (2), or (3).

Reseruvoir clearing
General deseription

The principal types and acreages which would require clearing
have been classified on the basis of forest cover and ground condi-
tions. Each type was assigned one or more clearing treatments
based on the size and density of forest stand and the ground condi-
tions as shcwn on Table 1.

The following criteria was established for estimating purposes.

Clearing

(A) Areas between the drawdown line, elevation 1669, and the
clearing boundary, generally elevation 1727,

(1) Flat ground and slopes of less than 40 percent: All trees and
brush removed to the level of the surrounding ground. All down
timber removed.

(2) Slopes of 40 percent and greater: All trees removed to a
stump height not exceeding six inches above the ground surface
measured on the up-hill side. All solid down timber larger than
three inches in diameter at the butt and/or longer than eight feet
removed. Woody material remaining after clearing would not
exceed 20 cubic feet per acre cleared.

(B) Areas below the drawdown line, elevation 1669—

(1) All trees removed to a stump height not exceeding 12 inches
or the stump top diameter, whichever is greater, above the ground
surface measured on the up-hill side so as not to protrude above
!;he drawdown elevation. All solid down-timber larger than three
inches diameter at the butt and/or longer than eight feet would be
removed provided any volume of wood remaining would not exceed
20 cubic feet per acre cleared.

CLEARING AND

19

Tabla
FOREST TIPES (N CANADA

ACRES 19 3¢ QEARED
Elavation Zlav.
859~ ] te | Cl1689 CLEARLNG
X | -w0f | <a0l P
TY®L | FOREST DESCRIFTION CROOND CONDITINNS CLEARING TREATMENT | Slope | Sloee | Slooe | 0cher | TOTALS
1 “mcure scand of coc- Cansrally flac, Down, pila and burn
tomeood, cedar sao soderately firm wich DA Cac.- (%}
hamlock - A,000 fround, and 201 Haod fall, pile and
cof./acra, average soft-wvec ground burn with D4 Cac.- 187 32
den 227, ranga
10" - 407
z Immaryce daciduous Flac to gancle Opecacs whan ground
scands of cocctonwood,| slope, 101 sofc-wac) (s drissc, Dowa,
alder, blrch, cedar, «r ound plle and burm wicth
hemlock snd Douglas D8 Cac.- 138
fde; 20 = 50 Fr. Raod fall, floac
call, %) crews/acrs oft sice = 10
plus scaccteced raal- Down, pile and Surn
dusl trees: volusa wich D8 Cac. - 249 593
1,000-4,000 c.f./scre
1 Young, lwmacure coni-| Cancle to soderats | Dowa, pile aad burn
farous scands of slopes, INT cocky vith 08 Cac.- 323
Douglas filr, cedar, Mand fall, floac
heslock and pina; off slta - 130
10-30 fe. eall, Down pila and burn
300|000 cress/acra with D8 Cac. - 652 1,103
2lus scactuered rasi-
dual Nouglas fir and
healock; ainor voluse
B [mmacurs :onifsrous Gantle to moderaza | Dowm, pile and burn
acands 3f DJouqlas slopes, qravel wvich D8 Cac.- 64%
flr, pine, hemlock banchas ‘irm ground, Yand fell, floac off]
and cedar; 30-40 fc, 31 rocky off site - ]
tall, 800 cress per Down, pils and burn
acre, av. dbh 10° co wich 08 Cac, - 862 1,352
127, wolume I,000—
4,000 c.f. par acrae
5 lomacure coniferous Gancle to woderacs Down, pile sod Surn
scands of Douglas slpee, zainly firm wich D8 Cac.- 177
tir, cedar wod ground, 51 sofc Hand fall, floac
balssa: A0-80 fr. fround oft sice = ]
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par scra; av. dbh with 08 Cac. - L1 70
147 28 147, volume
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“illow and brush, woft and wac with D8 Cac. onm
19=30 fe, call, denssf ground wodarataly fiem
and soarss scocking jraund - 149
Hand fall pile
and burn oca wec
grousd - 10 193
7 Aacent lowged - scat-| Flac co genclae Down, pile sad burn
fered resldual trees | slopes, woderstaly | wich D& Cac. = 52
3f :mdar, hemlocx, firm sround, 10T Down, plle and Surn
fir and slasn; no soft ground - or, hand fell,
mezchancable voluss seid, pile and burn
with D8 Cac, - 308 1690
L] frioke ares, eleve Gaoscle to soderacs Maod slash, pila
tlon 1,723 = 1,727 owas asd burn or float
off sice - 160 160
1 Teagic Yiver and dat, swampy, soft Crane, pila and
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Atu~D e sloces
ARFA OF CLEARLNG
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Grubbing

In specific areas to be designated before clearing commences, all
wood material to be removed to a depth of two feet below ground
line in areas specified for recreational development. The total area
to be so treated within the drawdown zone was estimated at 200
acres.

Disposal of material

Wood material burned within the area except that any salvagea-
ble material would be removed to a place of use, manufacture, or
storage prior to burning the residual.

Material that could not be disposed of by burning would be
buried with a covering of at least 18 inches of earth.

Proposed clearing operations
Machine clearing

The reservoir site comprises about 4,200 acres of forest land to be
cleared. Ninety percent of this area would be suitable for machine
clearing and the remaining 10 percent would require hand clearing
on steep rocky slopes or wet soft ground.

The crane and grapple method would be used along the Skagit
River and numerous swamp areas. The slash, snags, and windfall
trees would be lifted by machine from the wet areas and piled on
dry ground for burning.

Manual thand) slashing

Approximately 400 acres (10 percent of forest land) would require
the application of hand clearing methods. These areas are com-
prised of immature forest stands on moderately to steep rocky
slopes and residual forest stands on soft wet soils.

All trees, slash, and brush would be hand felled by power saw.
The material left and floated off the site, piled on the beach with
tractors or taken to a pile-out site.

Final cleanup around the fringe of the reservoir (elevation 1725
to 1727 feet) would be done by hand. All windfalls and slash would
be bucked, dragged free by tractors or floated free when the reser-
voir reaches full pond.

Grubbing operations

Grubbing operations would be confined to the beaches, boat
launching ramps, recreation sites and visual areas within the
drawdown zone of the reservoir. The areas to be treated at the
recreation sites would be about 200 acres.

Grubbing would be done primarily with large tractors to remove
the stumps and roots from below ground level and to re-grade the
ground surface. Final cleanup would be carried out by small trac-
tors cleaning the beaches during a spring drawdown.

Total estimated cost of clearing operation

The total estimated cost of clearing operations including floatage
control and disposal was estimated to be §7,288000 in January
1982 U.S. dollars as follows:

21
Estimated cost of contractor clearing. ..o At ST 000
Assessment for immature forest.......... '1.1_?4,(5()(]
100 percent contingency 663,000
Total cost of clearing, excluding forestry, engineering and manage-
ment ... [ERRTPT g .................................... i R AR R—— 7,288,000

Details of the total estimated cost of contractor clearing oper-
ations is shown on Table Il )

Since all merchantable trees and logs within the reservoir area
would be sold by the B.C. Forest Service and removed by the pur-
chaser prior to commencement of clearing operations, no stumpage
charges would be payable. However, the removal of the immature
trees during clearing might result in a penalty being charged by
the Government of B.C. For estimate purposes this penalty was as-
sumed to be $T18,000.

Clearing schedule

The reservoir clearing activities would be controlled by the Ross
High Dam construction schedule and related water lelve!s. With
this in mind a cash flow for a 39-month clearing operation was es-
calated and is summarized in dollars of the year as shown on Ap-
pendix B, line 3b(1) for a total of $9,487,000.
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Road construction and recreation contribution
s TOTAL :u:zi::;‘:::: ::i{ Background
Mol 5. belars
SopTEiIe s KppniTion By the agreement of January 10, 1967 between the City of Seat-
tle and the Province of British Columbia the City would replace, at
scars T s crarm o no cost to the Province, the entire public road situated within the
A ot exrer LT CMT T P8 N s - A i proposed reservoir site.
PP ——— is s 1am 1 %003 The proposed reconstruction of the public road above High Ross
Randfalt, “pile § tmra vith 04 cat . Rt RN Reservoir was designed to end about two miles north of the Canadi-
e e e - Laes 18970 an/U.S. border. The net reduction in road costs so generated was to
Wind Gill, Sl el E © - VI e be applied to recreational developments adjacent to the High Ross
e e T = INTPRTTRTY Reservoir in British Columbia. The City also agreed to carry out
i el L e e a5z i s special clearing for recreation facilities on the Canadian portion of
4 pown, pils, burn with D Cat.- 843 ::;: ﬁ::‘;:: the I‘Iigh Ross Reservoir.
Do i base ien o8 cacs * 2 11330 a3 i0g ~Two sections of proposed road were considered in the cost assess-
T e, ia, b vidh MGt i Law el ment, namely:
oy i ’ s e wm (1) from mile 0.0 to 8.4 which provides access to a main boat
T . oiles Beib it WG, . e launching site on the east shore of High Ross Reservoir about
Eh"f'.:ﬁfli-f:': sy . .” T two miles north of the Canadian/U.S. border,
by e : : (2) from mile 7.6 to 10.5 which would extend the proposed
S‘SC.",:‘:".T'E:m wen ob cac.- 2 STCRR e road to the Canadian/U.S. border.
Down, ptle, buen - or, hand
e R o8 1an a9.m Standards used in road design
QI e B i 19 10 s wan The design standards selected provided the best compromise be-
e tween existing ground conditions and required specifications. Road
P e v aere " I ' standard would be satisfactory for recreation traffic and controlled,
T T ] highway-type log truck hauling from the Reservoir area.
T ie end barn - % Do s The design standards were:
| Ploacags control snd dlesesal - (40T Canada + 50T 0.3.A.) of 343,000 194,909 Horizontal a]lgnment—35 mph average Speed;
TOTAL GOST F CLEALING OPERATIONS = CAIADA Hgjposyess Maximum grades—8& percent;

Subgrade width—30 feet, except near Muddy Creek where 26
feet of width is permitted to reduce the high construction costs
in this section of the road;

Running surface—24 feet, except for the Muddy Creek sec-
tion which will be 20 feet wide;

Ditches—generally 2 feet deep with side slopes 2:1;

Fill slopes: 1%:1;

Cut slopes: rock, Ya-Ye:1; silts, 1%- :1; other materials 1%-
ksl

Gravel surfacing: base 12 inches deep of less than 4-inch size,
top 6 inches deep of less than 2-inch size.

Certain section of cut and fill would be widened or narrowed to
achieve balance within reasonable overhaul distances.

Road locations

The alignment of the proposed roads are shown on Plate Nos. 1
and 2. The selection of the alignments were based on soil condi-

tions creek crossing while maintaining park and aesthetic stand-
ards,
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Construction estimates for roads

Voluumes

Volumes were calculated for subgrade construction including
clearing removing overburden, earth movement, overhaul and rock
movement. Earth movement within free haul distances and
through overhaul distances for the 8.4- and 2.9-mile roads were cal-
culated to be 141,100, 21,500, 80,500, and 9,200 cubic yards respec-
tively.

Drainage

The 8.4-mile road would require ditching along 5 miles of the
route and 43 culverts varying from 12 inches to 84 inches would be
required. The 2.9-mile road would require 23 culverts and ditching
along the entire length.

Muddy Creek Bridge

A T0-foot standard H20S15 highway loading bridge would be con-
structed. The bridge crossing would require a 15-foot high bin wall
type abutment at the north end and a 6-fool concrete footing at the
south end.

Clearing and grubbing

To preserve park setting, stringent clearing and grubbing stand-
ards were established. All slash and debris would be piled and
burned, leaving none on the roadside or under the roadbed. Width
of right-of-way and grubbing requirements would vary with road
character.

Recreation contribution

The City of Seattle agreed to make the following contribution to
the costs of the ultimate development of recreation facilities on the
Canadian portion of the High Ross Reservoir:

(1) In lieu of not having to reconstruct the Silver Skagit
Road to the International Boundary, the City will provide for
recreation development of equal value in Canada.

(2) The City will carry out special shoreline grubbing groom-
ing for the recreation plan in Canada.

Construction costs

The estimated construction costs for the 2.9-mile road, 8.4-mile
road, 10.5-mile road, trail replacement and for special clearing for
recreation sites are shown in January 1982 U.S. dollars on Table
I11.

It was assumed that if a complete road system were to be con-
structed to the Canadian/U.S. border it would include the section
between mile 0 and mile 8.4 and the section between mile 7.6 and
10.5 (International Boundary) for a total cost of $1,757,500. It was
further assumed that trail replacement is interrelated with road
relocation; thusly, the total cost for a complete road system from
mile 0 to mile 10.5 and trail replacement would be $1,825,500

In consideration of the agreement between the City of Seattle
and the Province of British Columbia the following allocated costs
were developed for road relocation, and recreation contribution

25

based on the ratio of an 8.4-mile road and a 10.5-mile road and a
recreation contribution for special clearing.
Ratio=$1,218,400/$1,655,400=10.74;
Allocated cost for road relocation and trail replace-
ment=(0.74)($1,825,500)=%1,351,000;
Allocated cost for recreation contribution=$1,825500-
$1,351,000 4 240,000 =$714,500.
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TABLE

111

Construction Cost

Roads 2.9 Mile B.4 Mile 10.5 Mile
Clearing and Grubbing $ 78,200 § 153,000 § 215,600
Earth Movement 174,000 323,200 466,200
Rock Work 22,200 55,600 72,500
Culvercs 82,900 51,800 129,700
Gravel Surfacing 127,200 368,800 460,700
Muddy Creek Bridge 0 142,500 142,500
Clean Up 5,600 12,700 16,700
Sub-Total $490,100 31,107,600 §$1,504,900
10Z Concingency 49,000 110,000 150,500
Toctal Direct Cost of Construction $539,100 51,218,400 51,655,400

Trails
Galene Creek Access Trail. 27,000 ft. @ $1.80 548,600
Parking Arza for Galene 5,000 fr. @ §1.32 6,600
Parking Area for Skyline/Contennial 5,000 fr. @ s51.32 6,600
Sub-Tocral $61,800
10X Contingency 6,200
Total Direct Cost of Construction $68,000

Special Clearing
Total Direct Cost of Construction $240,000

27

Construction schedule for road relocation

The construction of the proposed road would be coordinated with
the reservoir clearing operation so that engineering and supervi-
sion requirements are minimized and so that access would be avail-
able when the existing road is flooded. The following construction
schedule is developed in coordination with the reservoir clearing
plan.

Year 1

(1) Brief contractors on the site for road and bridge construction.

(2) Start road construction during May and complete to Muddy
Creek bridge site.

(3) Prepare bridge site and install footings.

Year 2

(1) Continue road construction in early May and complete the 8.4
miles.

(2) Install Muddy Creek bridge and complete construction of pro-
tection features and approaches.

A cash flow for road relocation, based on the allocated cost and
the above schedule, was developed in dollars of the year (i.e., esca-
lated) and is shown on Appendix B, line 3b (3), for a total of
$1,762,000.

Schedule of recreation contribution

It was assumed that recreation work would parallel the road re-
location work. A cash flow, in dollars of the year (i.e., escalated),
based on the allocated cost including special clearing is shown on
Appendix B, line 3b(2) for a total of $926,000.

142



Summary Att B - High Ross Treaty

V1

29

2 3lvid

-

— e e Oy =
- —

——
B inurge syt )

l.llllll.:n__..hl

SRERELTR < b L2

SIS Q1

ey e

WVIIYNY )

I A

M* xvy
gsow
o =iy
a -
v r
1
|
. %! !
b ..JJ...../ -
o= W )
= R
- -~
J./..
} 31¥Yd
i

143



Summary Att B - High Ross Treaty
V1

ArpPENDIX C.—ARBITRATION RULES: BrimisH COLUMBIA-SEATTLE
AGREEMENT

SECTION I—INTRODUCTORY RULES
Article 1.—Notice, calculation of periods of time

(1) For the purposes of these Rules, any notice, including any
communication or proposal, is deemed to have been received if it is
physically delivered to the addressee. Notice shall be deemed to
have been received on the day it is so delivered.

(2) For the purposes of calculating a period of time under these
Rules, such period shall begin to run on the day following the day
when a notice, communication or proposal is received. If the last
day of such period is an official holiday or a non-business day at
the residence or place of business of the addressee, the period is ex-
tended until the first business day which follows. Official holidays

or non-business days occurring during the running of the period of

time are included in calculating the period.
Article 2.—Notice of arbitration

(1) The party initiating recourse to arbitration (hereinafter called
the “claimant”) shall give to the other party (hercinafter called the
“respondent’’) a notice of arbitration.

(2) Arbitration proceedings shall be deemed to commence on the
date on which the notice of arbitration is received by the respond-
ent.

(3) The notice of arbitration shall include.the following:

(a) A brief description of the dispute;
(b) A demand that the dispute be referred to arbitration;
(c) A statement of claim as provided in Article 9.

SECTION 1I—COMPOSITION OF THE ARBITRATION TRIBUNAL
Article 5.—Appointment of arbitrators

(1) Bach party shall appoint one arbitrator. The two arbitrators
thus appointed shall choose a third arbitrator who will act as the
presiding arbitrator of the tribunal.

(2) If within 15 days after the receipt of a party's notification of
the appointment of an arbitrator the other party has not notified
the first party of the arbitrator he has appointed, the [irst party
may thereupon request the Secretary-General of the International
Center for the Settlement of Investment Disputes at Washington,
D.C. to appoint the second arbitrator.

C(H If within 15 days alter the appointment of the second arbitra-
tor the two arbitrators have not agreed on the choice of the presid-
ing arbitrator, the presiding arbitrator shall be appointed by the
Secretary-General of the International Center for the Settlement of
Investment Disputes at Washington, D.C. as follows:

(0
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The Secretary-General shall, at the request of one of the parties,
appoint the presiding arbitrator as promptly as possible. In making
the appointment, the Secretary-General shall use the following list-
procedure, unless both parties agree that the list-procedure should
not be used or unless the Secretary-General determines in his dis-
cretion that the use of the list-procedure is not appropriate for the
case:

(@) Within 15 days after notice, each party shall submit to
the Secretary-General a list containing at least three names,

(b) The Secretary-General shall appoint the presiding arbi-
trator from among the names on the above lists.

If for any reason the appointment of the second or presiding ar-
bitrator cannot be made according to this procedure, the Secretary-
General may exercise his or her discretion in appointing the second
or presiding arbitrator.

When the Secretary-General is requested to appoint an arbitra-
tor, the party which makes the request shall send to the Secretary-
General a copy of the notice of arbitration and a copy of the Agree-
ment. The Secretary-General may require from either party such
information as deemed necessary to fulfill its request. Upon ap-
pointment of the presiding arbitrator, the arbitration tribunal shall
be deemed to have been formed and shall so notify the parties.

Article j.—Replacement of an arbitrator

In the event of the death or resignation of an arbitrator during
the course of the arbitration proceedings, a substitute arbitrator
shall be appointed or chosen pursuant to the procedure that was
applicable to the appointment or choice of the arbitrator being re-
placed.

Article 5.—Repetition of hearings in the event of the replacement of
an arbitrator

If the presiding arbitrator is replaced, any hearings held previ-
ously shall be repeated; if any other arbitrator is replaced, such
prior hearings may be repeated at the discretion of the arbitration
tribunal.

SECTION III—ARBITRATION PROCEEDINGS

Article 6.—General provisions

(1) Subject to these Rules, the arbitration tribunal may conduct
the arbitration in such manner as it considers appropriate, provid-
ed that the parties are treated with equality and that at any stage
of the proceedings each party is given a full opportunity of present-
ing its case.

(2) If either party so requests at any stage of the proceedings, the
arbitration tribunal shall hold hearings for the presentation of evi-
dence by witnesses, including expert witnesses, or for oral argu-
ment. In the absence of such a request, the arbitration tribunal
shall decide whether to hold such hearings or whether the proceed-
ings shall be conducted on the basis of documents and other mate-
rials.
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(3) All documents or information supplied to the arbitration tri-
bunal by one party shall at the same time be communicated by
that party to the other party.

(4) The Governments of Canada and the United States of Amer-
ica shall be notified of the reference of any matter to an arbitra-
tion tribunal and, while not parties, may appear before and make
submissions to such tribunal.

(5) Copies of all documents and notices of all proceedings shall be

provided to the Governments of Canada and the United States of

America in the same manner and at the same time as they are pro-
vided to the parties to the arbitration pursuant to these rules.

Article 7.—Place of arbitration

The place of arbitration shall be either Vancouver, B.C. or Seat-
tle, WA., selected by lot by the presiding arbitrator; or sessions
may alternate between the two cities at the presiding arbitrator’s
discretion.

Article §.
The arbitration tribunal shall conduct its proceedings in English.
Article 9. —Statement of elaim

(1) The statement of claim shall be contained in the notice of ar-

Language

bitration, and the claimant shall communicate a statement of

claim in writing to the respondent and to each of the arbitrators. A
copy of the British Columbia—Seattle Agreement and the Treaty
shall be annexed thereto.
(2) The statement of claim shall include the following particulars:
(a) A statement of the facts supporting the claim;
(b) The points at issue;
(c) The relief of remedy sought.
The claimant may annex to a statement of claim all documents
deemed relevant or may add a reference to the documents or other
evidence to be submitted.

Article 10.—Statement of defense

1. Within thirty days of receipt of a statement of claim the re-
spondent shall communicate a statement of defense in writing to
the claimant and to each of the arbitrators.

2. The statement of defense shall reply to the particulars (a), (b)
and (c) of the statement of claim. The respondent may annex the
documents on which reliance is placed or may add a reference to
the documents or other evidence to be submitted.

3. In its statement of defense, the respondent may make a
counter-claim, arising out of the Agreement, or a claim arising out
of the Agreement, for the purpose of a set-off.

Article 11.—Amendments to the claim or defense

During the course of the arbitration proceedings either party
may amend or supplement a statement claim or defense unless the
arbitration tribunal considers it inappropriate to allow such
amendment having regard to the delay in making it or prejudice to
the other party or any other circumstances.
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Article 12.—Further written statements

The arbitration tribunal shall decide which further written stat-
ments, in addition to the statement of claim and the statement of
defense, shall be required from the parties or may be presented by
them and shall fix the periods of time for communicating such
statements.

Article 13.—Periods of time

The periods of time fixed for the communication of written state-
ments should not exceed 30 days. However, the arbitration tribunal
may extend the time-limits if it concludes that an extension is jus-
tified.

Article 14.—FEvidence and hearings

(1) Each party shall have the burden of proving the facts relied
on to support a claim or defense, save those conceded by the other
party. .

(2) The arbitration tribunal may, if it considers it appropriate, re-
quire a party to deliver to the tribunal and to the other party,
within such a period of time as the arbitration tribunal shall
decide, a summary of the documents and other evidence which that
party intends to present in support of the facts in issue set out in a
statement of claim or statement of defense.

(3) At any time during the arbitration proceedings the arbitra-
tion tribunal may require the parties to produce documents, exhib-
its or other evidence within such a period of time as the tribunal
shall determine.

(4) In the event of an oral hearing, the arbitration tribunal shall
give the parties adequate advance notice of the date, time and
place thereof.

(5) If witnesses are to be heard, at least fifteen days before the
hearing each party shall communicate to the arbitration tribunal
and to the other party the names and addresses of the witnesses to
be presented, and a synopsis of the witness’ proposed testimony.

(6) The arbitration tribunal shall make arrangements for the
record of the hearing if it is deemed necessary by the tribunal
under the circumstances of the case, or if the parties have agreed
thereto and have communicated such agreement to the tribunal at
least fifteen days before the hearing.

(7) Hearings shall be held in camera unless the parties agree oth-
erwise. The arbitration tribunal may require the retirement of any
witness or witnesses during the testimony of other witnesses. The
arbitration tribunal is free to determine the manner in which wit-
nesses are examined.

(8) Evidence of witnesses may also be presented in the form of
written statements signed by them.

(9) Formal rules of evidence shall not apply and the arbitration
tribunal shall determine the admissibility, relevance, materiality
and weight of the evidence offered.
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Article 15.—Interim measures of protection

At the request of either party, the arbitration tribunal may take
any interim measures il deems necessary in respect ol the subject-
matter of the dispute.

Article 16.—Default

(1) If, within the period of time fixed by the arbitration tribunal,
the respondent has (ailed to communicate a statement of defense,
or any other written statement, without showing sufficient cause
for such failure, the arbitration tribunal shall order that the pro-
ceedings continue.

(2) If one of the parties, duly notified under these rules, fails to
appear at a hearing, without showing sufficient cause for such [ail-
ure, the arbitration tribunal may proceed with the arbitration.

() If one of the parties, duly invited to produce documentary evi-
dence, fails to do so within the established period of time, without
showing sufficient cause [or such failure, the arbitration tribunal
may make the award on the evidence belore it.

Article 17.—Closure of hearings

(1) The arbitration tribunal may inquire of the parties if they
have any further proof to offer or witnesses to be heard or submis-
sions to make and, i there are none, or in its discretion, it may
declare the hearings closed and the matter finally submitted to it
by the parties.

(2) The arbitration tribunal may, if it considers it necessary
owing to exceptional circumstances, decide, on its own molion or
upon application ol a party, to reopen the hearings at any time
before the award is made.

Article 18.—Waiver of rules

A party who knows that any provision of, or requirement under,
these Rules has not been complied with and yet proceeds with the
arbitration without promptly stating an objection to such non-com-
pliance, shall be deemed to have waived the right to object.

SECTION IV—THE AWARD
Article 19.—Decisions

Any award or other decision of the arbitration tribunal shall be
made by a majority of the arbitrators within 45 days of final sub-
mission of the matter to it by the parties.

Article 20.—Form and effect of the award

(D) In addition to making a final award, the arbitration tribunal
shall be entitled to make interim, interlocutory, or partial awards.

(2) The award shall be made in writing signed by at least a ma-
jority of the arbitrators and shall be final and binding on the par-
ties. If a majority cannot be obtained, the decision of the presiding
arbitrator shall be final and binding on the parties. The parties un-
dertake to carry out the award without delay.
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(3) The arbitration tribunal shall state the reasons upon which
the award is based, unless the parties have agreed that no reasons
are to be given.

(4) An award shall contain the date on which and the place
where the award was made. Where there are three arbitrators and
one of them fails to sign, the award shall state the reason for the
absence of the signature.

(5) Copies of the award signed by the arbitrators shall be commu-
nicated to the parties by the arbitration tribunal.

(6) Any monetary award shall be made and shall be payable in
the currency of the recipient, free of any tax or other deductions.

(7) The award shall include interest at an appropriate rate from
the date of the violation of the Agreement or other event on which
the award is based until the date of the award. The arbitration tri-
bunal shall also affix an appropriate rate of interest to be paid
from the date of the award until the date when the award is paid
in full. In no event shall the interest rate during the latter period
be lower than the prime commercial lending rate then prevailing

in New York City.
Article 21.—Applicable law

In all cases, the arbitration tribunal shall decide the dispute and
impose sanctions in accordance with the terms of the Agreement.
It may take into account the relevant usages of the trade. Subject
always to the terms of the Agreement, the Tribunal may apply
such choice of law rules and principles of commercial and interna-
tional law as it determines will assist it in applying the terms of
the agreement.

Article 22.—Settlement or other grounds for termination

(1) If, before the award is made, the parties agree on a settlement
of the dispute, the arbitration tribunal shall either issue an order
for the termination of the arbitration proceedings or, if requested
by both parties and accepted by the tribunal, record the settlement
in the form of an arbitration award on agreed terms. The arbitra-
tion tribunal is not obliged to give reasons for such an award.

(2) Copies of the order for termination of the arbitration proceed-
ings or of the arbitration award on agreed terms, signed by the ar-
bitrators, shall be communicated by the arbitration tribunal to the
parties.

Article 23 —Interpretation of the award

(1) Within 30 days after the receipt of the award, either party,
with notice to the other party, may request that the arbitration tri-
bunal give an interpretation of the award.

(2) The interpretation shall be given in writing within 30 days
after the receipt of the request. The interpretation shall form part
of the award.

Article 24.—Correction of the award

(1) Within thirty days after the receipt of the award, either
party, with notice to the other party, may request the arbitration
tribunal to correct in the award any errors in computation, any
clerical or typographical errors, or any errors of similar nature.
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The arbitration tribunal may within thirty days after the commu-
nication of the award make such corrections on its own initiative.

(2) Within thirty days after the receipt of the award, either
party, with notice to the other party, may request the arbitration
tribunal to make an additional award as to claims presented in the
arbitration proceedings but omitted from the award.

(3) If the arbitration tribunal considers the request for an addi-
tional award to be justified and considers that the omission can be
rectified without any further hearings or evidence, it shall com-
plete its award within thirty days after the receipt of the request.

Article 25.—Costs

(1) The arbitration tribunal shall fix the costs of arbitration in its
award. The term “costs” includes only:

(@) The fees of the arbitration tribunal to be stated separate-
ly as to each member and to be fixed by the tribunal itself in
accordance with this Article;

(b) The travel and other expenses incurred by the arbitra-
tors;

(¢) The travel and other expenses of witnesses to the extent
such expenses are approved by the arbitration tribunal;

(d) The costs for legal representation and assistance of the
successful party if such costs were claimed during the arbitra-
tion proceedings, and only to the extent that the arbitration
tribunal determines that the amount of such costs is reasona-
ble;

(e) Any fees and expenses of the Secretary-General of the
International Center for the Settlement of Investment Disputes
at Washington, D.C. in the establishment of the arbitration tri-
bunal.

(2) The fees of the arbitration tribunal shall be reasonable in
amount, taking into account the amount in dispute, the complexity
of the subject-matter, the time spent by the arbitrators and any
other relevant circumstances of the case.

(3) Except as provided in the following paragraph, the costs of ar-
bitration shall in general be borne by the unsuccessful party. How-
ever, the arbitration tribunal may apportion each of such costs be-
tween the parties if it determines that apportionment is reasona-
ble, taking into account the circumstances of the case.

(4) With respect to the costs of legal representation and assist-
ance to the successful party, the arbitration tribunal, taking into
account the circumstances of the case, shall be free to determine
which party shall bear such costs or may apportion such costs be-
tween the parties if it determines that apportionment is reasona-
ble.

(5) When the arbitration tribunal issues an order for the termi-
nation ol the arbitration proceedings or makes an award on agreed
terms, it shall fix the costs of arbitration in the text of that order
or award.

(6) No additional fees may be charged by an arbitration tribunal
for interpretation or correction or completion of its award.

37
Article 26.—Deposits of costs

(1) The arbitration tribunal, on its establishment, may request
each party to deposit an equal amount as an advance for costs.

(2) During the course of the arbitration proceedings the arbitra-
tion tribunal may require supplementary deposits from the parties.

(3) If the required deposits are not paid in full within thirty days,
the arbitration tribunal shall so inform the parties in order that
one or another of them may make the required payment. If such
payment is not made, the arbitration tribunal may proceed to an
award against the defaulting party or order the suspension or ter-
mination of the arbitration proceedings.

(4) After the award has been made, the arbitration tribunal shall
render an accounting to the parties of the deposits received and
return any unexpended balance to the parties.
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ApPPENDIX D.—Skacit ENVIRONMENTAL ENDOWMENT FUND AND
COMMISSION

This appendix is part of an agreement between the City of Seat-
tle and British Columbia and relates to the establishment, and ad-
ministration through a Commission, of a Skagit Environmental En-
dowment Fund.

The City of Seattle (“Seattle”) and the Government of the Prov-
ince of British Columbia (“British Columbia”):

Recognizing that the settlement regarding High Ross Dam pre-
sents recreational and environmental opportunities in both the
United States and Canada; and

Recognizing that certain physical improvements to recreational
facilities have been delayed due to the uncertainty surrounding the
raising of Ross Dam; and

Recognizing that Americans and Canadians enjoy recreation on
both sides of the border; and

Desiring to enhance recreational opportunities and protect envi-
rcnmental resources consistent with authority of governmental
agencies in the United States and Canada:

Huve agreed as follows:

ARTICLE 1

British Columbia and Seattle herewith establish a fund to be
called the “Skagit Environmental Endowment Fund,” administered
by a commission. The Fund shall have as its purposes, within the
watershed of the Skagit River:

(a) To conserve and protect wilderness and wildlife habitat;

(6) To enhance recreational opportunities in the Skagit
Valley;

(¢) To acquire mineral or timber rights consistent with con-
servation and recreational purposes;

(d) To conduct studies of need and feasibility of projects;

(e) To plan for and construct hiking trails, foot bridges, inter-
pretive displays and the like;

(/) To cause the removal of stumps and snags in Ross Lake
and on the shoreline as deemed appropriate, and the grooming
and contouring of the shoreline, consistent with wildlife habi-
tat protection; and

(g) To connect, if feasible, Manning Provincial Park and the
North Cascades National Park by a trail system.

ARTICLE 11

Seattle shall contribute the sum of $1,000,000 (U.S. currency) to
the Fund per year for four years and British Columbia shall con-
tribute the sum of $250,000 (U.S. currency) to the Fund per year
for four years. The first such payments shall be made within four

(4R)
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months after the coming into force of the Treaty but in any event
not before January 30, 1985. Subsequent payments shall be made
not later than the anniversary dates of the first payment.

Seattle shall supplement the Fund by annual payments at a rate
set by the Commission not to exceed 20¢ (U.S. currency) per mega-
watt hour from purchases of electricity pursuant to this agreement.
Annual payments shall be made on or before December 31 of each
year commencing in 1986.

British Columbia shall supplement the Fund by annual pay-
ments at a rate set by the Commission not to exceed 20¢ (U.S. cur-
rency) per megawatt hour of electricity resulting from the raising
of the operating level of Seven Mile Reservoir and Dam. Annual
payments shall be made on or before December 31 of each year
commencing in 1986.

Subsequent to 1986, the authorized maximum rate of supplemen-
tal funding shall be adjusted by the Commission on an annual basis
to account for inflation. Adjustment for inflation shall be based on
the rate of general inflation in the United States. The Commission
shall determine annually, based on budgetary needs, the actual
millage rate to be applied to these energy sources for supplemental
funding, subject to the maximum limitation above. Additional
funds for the Endowment may be sought from other public or pri-
vate sources in Canada and the United States.

The annual budget of the Commission shall be subject to review
and approval by Seattle and British Columbia. All supplemental
funding and expenditures shall be established by the annual
budget and there shall be no annual carryover of unspent budgeted
amounts, except for amounts for contracts authorized by British
Columbia and Seattle in a previous budget process. Such budget
may authorize expenditures both from the principal and interest
earnings from the Fund.

The Commission shall make an annual report to British Colum-
bia and Seattle by March 31 of each year. The records and accounts
of the Commission shall be established and maintained in accord-
ance with generally accepted accounting principles subject to
review and approval by British Columbia and Seattle, and such
records and accounts shall be subject to audit at all times by Brit-
ish Columbia and/or Seattle.

ARTICLE III

It is the intent of the parties that a large majority of the expend-
itures from the Fund, averaged over a period of ten years, shall be
made in British Columbia. Exceptions to this policy shall be made
only with the unanimous concurrence of the Commission. No ex-
penditures of the Fund shall be made outside of the Skagit River
drainage north of Ross Dam.

ARTICLE 1V

There is hereby established a Commission which shall consist of
eight members, four of whom shall be appointed by the Mayor of
Seattle and four by the Premier of British Columbia. Both the
Mayor and the Premier shall endeavor to appoint one member
from their respective governments, one member with financial
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management experience, one member with property management
or property acquisition experience, and one member representing
the environmental or conservation interests of the Skagit Valley.
Alternates may be appointed for each member of the Commission
in the same manner as the members. Initially, terms of two of the
four members appointed by both the Mayor and the Premier shall
be for two years, and terms of the remaining two members appoint-
ed by the Mayor and the Premier shall be for four years. Subse-
quently, all terms shall be for a period of four years. Members are
subject to removal at the discretion of the authority who appointed
them at any time. In the event a member does not complete a
term, an alternate may do so.

The Commission shall elect co-chairpersons, one of whom shall
have been appointed by the Mayor and one by the Premier, for a
term of two years each. A quorum shall consist of at least six mem-
bers of the Commission or their alternates, including always three
appointed by the Premier and three by the Mayor. The affirmative
vote of at least two members appointed by the Premier and two by
the Mayor shall be required for any decision to be taken by the
Commission. Minutes of all meetings shall be kept.

ARTICLE V

The Commission shall be a non-profit corporate entity and is to
be operated without purpose of gain for its members, and any
profit or other accretions to the Fund are to be used in promoting
its objects. The Commission shall have all powers and capacity nec-
essary and appropriate for the purposes of performing its functions
under the agreement, including, but not by way of limitation, the
following powers and capacity:

{a) To acquire and dispose of real property;

(b) To enter into contracts;

(¢) To sue or be sued in either Canada or the United States;

() To invest the Endowment Funds in either or both United
States and Canada;

{e) To solicit, accept and use donations, grants, bequests, or
devises intended for furthering the functions of the Endow-
ment Fund; and

(/) To adopt such rules of procedure as it deems desirable to
enable it to perform the functions set forth in the agreement.

ARTICLE V1

It is the intent of the parties that expenditures from the Fund
for administrative costs, consultants, travel and the like be kept to
an absolute minimum. It is not the intent of the parties that ex-
penditures from the Furd replace or supplant operating budgets or
responsibilities of public agencies, nor is it the intent that the Com-
mission enter into obligations for maintenance projects on a con-
tinuing basis. It is agreed by the parties that Seattle and British
Columbia shall provide staff support to the Commission on an as
needed basis. The members shall receive no remuneration from the
Fund; however, they may be paid reasonable per diem and travel
expenses as authorized by the annual budget.
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ARTICLE VI

It is inte‘nded that the Fund and the Commission shall not be
subject to Federal, State, Provincial or local taxation in Canada or
the United States.
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ApPENDIX E.—AGREEMENT Rerort: BriTisH COLUMBIA-SEATTLE
AGREEMENT

SECTION 1: DEFINITIONS

Several terms that recur in the Agreement and that are ol great
significance to operation and interpretation of the z’\grt*umvnl‘~ re-
quire the specific definitions set forth in Section 1. The first defines
the Agreement to encompass its five appendices. Each of the ap-
pendices covers certain subjects in considerably greater detail than
does the main text of the Agreement, and the detail is necessary
for clear interpretation of the Agreement. Thus, unless there is
direct conflict between the appendices and the sections that pre-
cede them, they have equal standing.

The “normal full pool elevation' definition is intended to provide
a workable basis for Seattle’s and British Columbia’s operation of
Ross Dam and Seven Mile Dam, respectively, as contemplated by
the Agreement. Bach project has normal full pool elevations under
various conditions stipulated in the Agreement. These elevations
are defined at the dams rather than at the international border to
avoid the dilficulties of attempting to anticipate the unpredictable
wave and wind action and reservoir slope that can occur due to ex-
treme run-off or operating conditions. For example, {lood control
requirements imposed on Seattle in some high flow situations may
mandate that Ross Lake be overfilled beyond the normal full pool
elevation of Ross Dam. _

The remaining definitions are fully described by the text of Sec-
tion 1 of the Agreement.

SECTION 2! TERM OF AGREEMENT

As described in this section, the terms of the Agreement will be
in effect from January 1, 1986, through January 1, 2066, except as
altered according to Sections ) and 10 of the Agreement, or as re-
vised by the parties as part of their periodic review of the Agree-
ment. It is intended that elements of the Agreement not expressly
discontinued will remain in effect through January 1, 2066, even
following orderly discontinuance of the obligations of Sections 4, 5,
or 6 of the Agreement. Such continuing elements of the Agreement
include operation of Ross Lake at its existing normal full pool ele-
vation of 16025 feet, or as raised pursuant to (Ciil, payments to
and use of the Environmental Endowment Fund, and operation of
Seven Mile Reservoir a normal full pool elevation of 1730 feet, sub-
ject only to the limitation in 9(D)ii). The parties expect that a
Treaty conlirming this Agreement will be concluded before Decem-
ber 31, 1984, If that proves impossible, the parties may extend the
period for conclusion of the Treaty.

o2
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SECTION 3: NON-FLOODING OF SKAGIT VALLEY

This section sets the conditions for the operation by Seattle of
the Ross Dam project pursuant to the Agreement. Specifically, it
establishes that Seattle may continue to operate Ross Lake only at
levels consistent with a normal full pool elevation at the Dam of
1602.5 feet, subject to emergency flood control regulations as estab-
lished by the appropriate United States federal agency, as long as
British Columbia continues to deliver electricity under the Agree-
ment. This elevation obtains under the present reservoir extension
into the Province, and will continue while the energy deliveries
under Section 4 of the Agreement continue.

The language of this section allows further flooding up to a
normal full pool elevation of 1725 feet in the event that British Co-
lumbia discontinues electricity deliveries under the Agreement.
The parties intend that if British Columbia were to initiate the dis-
continuance of power deliveries and Seattle were to raise Ross Dam
to an elevation of 1725 feet, Seattle's operation of the higher reser-
voir would permit the City to continue to receive by generation at
least the amounts of power it will receive from British Columbia
under the Agreement, according to the schedule and other terms
specified in Section 4 and Appendix A.

SECTION 4. BRITISH COLUMBIA TO SUPPLY ELECTRICITY

This section and its companion Appendix A describe the amount,
schedule, and other terms of power deliveries from British Colum-
bia to Seattle under this Agreement. These deliveries and their
schedule are intended to make Seattle as well off as if it had raised
Ross Dam, by duplicating the expected output of High Ross except
where departures from the High Ross schedule and flexibility were
deemed to benefit both the British Columbia and Seattle.

Section 4 states, and Appendix A describes in detail, the British
Columbia electrical energy delivery obligation, which is 37.3 MW
average (or 326,748 MWh/year), all firm energy. This is intended to
be invariant from year to year, and thus more predictable for both
parties than an exact estimation and delivery of the energy that
would have been produced by High Ross Dam itself in each year.
The 37.3 average annual megawatt figure is calculated at the
Skagit bus, as defined in Section 1 of the Agreement. It includes
consideration for hypothetical operating rule restrictions on the op-
eration of High Ross and is subject to no further diminution for en-
vironmental compensation or any other considerations. The only
specific adjustments to the basic energy figure are for transmission
losses and monthly scheduling flexibility, as set forth in Appendix
A. It is intended that the parties be permitted to negotiate mutual-
ly beneficial departures from the basic energy delivery schedule,
should such opportunities arise and should the parties mutually
agree to such departures.

Appendix A describes the size and schedule of the Province's
electrical peak capacity delivery obligation. By providing for and
limiting the British Columbia capacity delivery rate in the months
of April through October, the Agreement approximates the capac-
ity tﬁat would have been available to Seattle from High Ross and
ensures British Columbia a high level of available carrying capac-
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ity on the B.C. Hydro interties to the U.S. in those .mm}ths. During
other months, the Province's capacity obligation is simply what-
ever is required to bring the City of Seattle’s sum of existing Ross
peak generating capability plus capacity deliveries received u_ndler
the Agreement up to a total of 532 MW at the Skagit bus. It is in-
tended that this obligation raise Seattle's Ross project plus Agree-
ment capacity to 532 MW, independent of any year’s water condi-
tions, so the City will have the greatest possible planning certainty
and the Province will maintain the greatest surplus management
flexibility in most years.

It is the intent of the parties that B.C. Hydro may elect to use
the right to store up to 50 GWh in Ross Lake to maintain head and
peak generating capacity at the existing Ross project and thus
limit the additional capacity deliveries under the Agreement, sub-
ject to the constraints set forth in Appendix B, Section 3#(b). It is
further recognized that B.C. Hydro’s right to store energy in Ross
Lake may be exercised for any purpose consistent with normal util-
ity practice. ) o

Appendix A also describes the operating obligations and proce-
dures under the Agreement as they apply to both parties. It is in-
tended that British Columbia and Seattle will treat the power de-
livery terms and obligations in the Agreement and Appendix A as
an operating point of departure, and that they will continue to
seek means of scheduling their joint operating systems that will
allow for mutually beneficial departures from this Agreement,
either in annual energy delivery scheduling or in the mix of energy
and capacity deliveries. o o

In particular, if British Columbia develops or otherwise identifies
a specific power source, such as the Seven Mile project as enhanced
by additional upstream storage in the Pend Oreille River, or a por-
tion of the Province's downstream power benefit entitlement or
Kootenay diversion rights under the Columbia River Treaty, that
has economic present value, security, and operating characteristics
sufficiently similar to High Ross, the parties may mutually agree
to substitute rights to the output from these specific resources for
the compensation deliveries in this section. The parties specifically
intend to monitor such potential substitute resources that generate
power in the United States or that otherwise offer means of achiev-
ing transmission or other efficiencies.

SECTION 5: SEATTLE PAYMENTS FOR ELECTRICITY

~

Seattle's compensation to British Columbia for electricity deliv-
eries under Section 4 is specified in this section as: (a) two direct
annual payments, described in the next paragraph; and (b) Seat-
tle's permission and support for a Treaty right to allow British Co-
lumbia to operate Seven Mile Reservoir at a normal full pool eleva-
tion of 1730 feet, which operation would flood Seattle-owned land
in the United States, and British Columbia’s right to the net power
increment so gained (after adjustment for backwater encroachment
losses at Boundary Dam that must be returned to Seattle). In addi-
tion, Seattle’s overall compensation to British Columbia is under-
stood to include Seattle’s primary contribution to the initial capital
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funding and annual financing of the Environmental Endowment
Fund established under Section 11.

The amount and schedule of payments Seattle will make to Brit-
ish Columbia is stipulated in this section. Both the amount and the
schedule are intended to approximate the financial obligations Se-
attle would face if it were to construct High Ross for power produc-
tion beginning in January 1986. Seattle will make a two-part
annual payment to British Columbia at the end of each year. The
first component of this payment represents what Seattle would
have spent for capital if it had built High Ross; the second repre-
sents the amount that Seattle would have otherwise spent on oper-
ation and maintenance associated with High Ross.

The component of Seattle's payment representing the construc-
tion cost of High Ross will be $21,848,000 (U.S.) per year, payable
on December 31 of each year from 1986 through 2020. This corre-
sponds to an estimated High Ross construction cost of $208,376,000
(U.S.) as of January 1, 1986, which includes all costs for High Ross
Dam incurred to date, as described in the 1JC’s “Berry/Gordon
Report” (April 1982), fully financed at 10.1267 percent, with 35
annual serial payments beginning December 31, 1986. The cost ele-
ments included in this total estimate are those listed in Appendix
B. Funds expended to date by Seattle for preliminary project costs
were an integral part of the cost projections agreed to. The estimat-
ed 1986 capital cost will remain the basis for payments, independ-
ent of actual inflation and interest subsequent to the estimate’s
derivation. Thus, the parties intend that Seattle will make 35
annual payments of $21,848,000 (U.S.) to British Columbia on this
schedule regardless of future changes in estimated High Ross con-
struction cost or interest rates, assuming no discontinuance of
power deliveries under the Agreement within that period The par-
ties may, by mutual consent, subsequently agree to a semi-annual
or other payment schedule that preserves the present value of pay-
ments generated by the arrangement specified above.

Seattle’s annual payment will also include an element reflecting
operating and maintenance costs that would have been associated
with High Ross if built. These payments will be made in every year
of the Agreement for which power deliveries occur pursuant to Sec-
tion 4. The first payment, based on the 1JC report’s estimate of op-
eration and maintenance costs, will be $100,000 (U.S.) on December
31, 1986. Subsequent payments will be adjusted annually thereaf-
ter, to vary at the rate of the United States Consumer Price Index
for Urban Wage Earners and Clerical Workers (CPI-W), or a con-
sistent successor index.

These two streams of payments will constitute the direct finan-
cial portion of Seattle's compensation to British Columbia for elec-
tricity deliveries in lieu of High Ross. The scheduling of the pre-
ponderance of the payments in the first 35 years of the Agreement
shall be considered adequate financial compensation to British Co-
lumbia for electricity deliveries during the entire period, since
annual payments in the initial years are deemed to exceed the
value of the electricity delivered at the outset of the Agreement,
and since they closely replicate the level and schedule of cost obli-
gations Seattle would have faced had High Ross Dam been con-
structed.
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SECTION 6: WHEELING COSTS

This section, along with terms in Appendix A to the Agreement,
establishes the parties’ obligations for paying wheeling costs of
power from its delivery point at Blaine to the Seattle load center.

British Columbia is intended to bear the primary responsibility
for such wheeling costs except as described below. The basic intent
is that, since Seattle would incur no additional wheeling expense
were it to raise Ross Dam, it should not be exposed to such costs
under the Agreement.

The parties anticipate two specific exceptions, and intend that
Seattle should participate in the wheeling costs in these circum-
stances. First, if Seattle receives more than 230 MW of capacity
from British Columbia, the Agreement and Appendix A stipulate

that Seattle will pay the costs for wheeling any power in excess ol

230 MW, thus providing the Province with a more predictable cost
exposure for wheeling. Second, if the wheeling rates applicable to
the Province's wheeling from Blaine to Seattle exceed those the
City would be charged for the same wheeling route and capacity
wheeled, the City will pay the full differential between its rate and
the rate charged to the Province. This exposure is intended to be
limited by a specific Treaty clause ensuring that the transmission
costs for wheeling the power delivered under the Agreement will
be no greater than if the power has been generated and wheeled
over BPA lines within the States of Washington.

It is intended by these arrangements that the City and the Prov-
ince will retain a shared interest in reasonable transmission rates
for the Bonneville Power Administration and that they will work

jointly with BPA to maintain the lowest rates possible in view of

the firmness of this Agreement’s power delivery obligation and
schedule.

It is further understood that the City, consistent with its own fi-
nancial and operational constraints, will attempt to minimize the
requirement for wheeling above 200 MW and that the parties will
examine wheeling cost responsibilities as part of their periodic
review described in Section 8 of the Agreement. If opportunities for
mutual benefit are available through reassignment of these respon-
sibilities, or modified operation of these resources, the parties may
modify these arrangements by mutual consent.

SECTION 7: FLOODING IN THE UNITED STATES BY SEVEN MILE RESERVOIR

This section covers British Columbia’s rights and obligations
under the Agreement that involve its Seven Mile Reservoir. It is
intended that British Columbia’s rights will include the operation
of the Reservoir at a normal full pool elevation of 1730 feet and
ownership of the net increment of power generated by the Seven
Mile Project. The higher Reservoir level will cause backwater en-
croachment and attendant power losses at Seattle’s Boundary Dam.
British Columbia will be required to return such lost power to Se-
attle at the Boundary Project in the full amount and on the same
schedule as it would have been generated by the Boundary Project,
had the Seven Mile Reservoir remained at a normal full pool eleva-
tion of 1715 feet. Calculations of these amounts will be performed
jointly by Seattle and British Columbia, at the expense of British
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Columbia, as further described in Appendix A, subject in the event
of dispute to resolution under the provisions of Section 10 of the
Agreement.

The British Columbia flooding rights described in this section are
intended to last from January 1, 1986, through January 1, 2066, in
parallel with the schedule of power deliveries to Seattle, with the
following exceptions. First, the flooding and higher Reservoir oper-
ation may begin prior to 1986, under a separate agreement. Second,
in the event of orderly discontinuance by either party and fulfill-
ment by British Columbia of all its obligations upon discontinu-
ance, the Province is intended to retain its flooding rights and its
right to the net power increment from the higher Seven Mile Res-
ervoir operation through January 1, 2066, except as it may be
modified pursuant to 9(C)ii). Third, under the conditions of 9(DXii),
British Columbia's right to operate Seven Mile Reservoir above
1715 feet wiil cease immediately, and the right will only be reacti-
vated upon satisfaction of the conditions of 9(D)iii).

SECTION 8: PERIODIC REVIEW

This section formalizes the intent of both parties to keep the
Agreement in the most mutually beneficial form as conditions may
change. It is intended as a guaranteed opportunity for the Province
and the City to review the status of their utility systems’ oper-
ations and their policy issue priorities and to seek any changes to
the Agreement, in light of these operations and priorities, that
they agree would make both better off. Only if such mutual mo-
tives are identified will the parties propose amendments. The
review is expressly not intended as a mechanism for unilateral
changes, and any proposed changes not agreed to in concept by
ll)c)\th parties cannot be referred for resolution pursuant to Section
0.

It is further intended that these formal periodic reviews will
occur at intervals of no more than 10 years. They may occur more
frequently, with the same requirements and procedures for action.

SECTION 9: DISCONTINUANCE OF CERTAIN OBLIGATIONS AFTER NOTICE

The first paragraph of this section establishes the notification
procedures for orderly discontinuance by either party. These proce-
dures include a one-year notification review, or “cooling off,”
period, followed by a five-year notice period. The intent of allowing
for a separate notification review period is to allow both parties an
opportunity to consider (or reconsider), plan for, and possibly pre-
clude by renegotiation an impending discontinuance, thus helping
to stabilize the Agreement. A party considering discontinuance
may want the procedures to begin while it retains the option of

withdrawing its notification. During the one-year notification .

review period, such withdrawal may be made unilaterally and
without damage to the other party. Seattle, for example, would not
be allowed to commence construction of High Ross until the begin-
ning of the notice period.

Once the five-year notice period has begun, the notified party is
expected to begin planning for development and timing or disposi-
tion of resources, which will be necessary once the deliveries under
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the Agreemcnt have ceased. To prevent harm to the notified party
so proceeding, it is intended that either withdrawal of notice of dis-
continuance in the five-year notice period or acceleration of discon-
tinuance in advance of the five-year horizon will require mutual
consent.

The second paragraph (B) of this Section is intended to express
the limits of Seattle’s options under the Skagit Agreement if the
City initiates discontinuance. Seattle may, in that event, continue
under the terms of the Agreement, but with no residual right to
flood beyond a normal full pool elevation of 1602.5 feet. The option
of raising Ross Dam can only be reactivated by British Columbia’s
discontinuance ‘of power deliveries under the Agreement. )

It is intended that the second paragraph will not necessarily
apply to a situation in which Seattle gains access to a power source
more financially advantageous than the power it receives from
British Columbia under the Skagit Agreement. The parties intend
that such a situation, which affords the opportunity for both par-
ties to benefit from renegotiation of some terms of the Agreement,
need not trigger discontinuance, but may instead be handled
through renegotiation of terms of the Agreement under Section 8.

9 (CXi)-(vi) of this section describe the consequences of British Co-
lumbia exercising its option to discontinue power deliveries under
the 80-year Skagit Agreement prematurely.

9CX1) provides that Seattle will be permitted, without further
procedural requirements, to proceed with construction of High Ross
under the Treaty confirming this Agreement and the Federal
Energy Regulatory Commission license which will continue in force
for the term of this Agreement. It is intended that Seattle could
begin construction one year after receipt of British Columbia’s noti-
fication of discontinuance, so that construction and Ross Lake refill
could be completed before such discontinuance takes effect. During
both the review period and the five-year notice period, power deliv-
eries by British Columbia and annual power payments by Seattle
are intended to continue as defined in the Agreement.

If, however, Seattle were able to complete construction of High
Ross and commence full operation in less than the five years pro-
vided by the notice period, the power deliveries by British Colum-
bia and payments by Seattle would cease upon such operation.

9CXi) also defines the terms of compensation by Seattle, should
British Columbia initiate discontinuance of the Agreement and
should Seattle then proceed with the construction of high Ross. It
is intended that in such a situation Seattle would not be obligated
to make any additional mitigation payments or pay taxes or other
compensation to British Columbia. Seattle's obligation associated
with the High Ross Dam would be limited in such an event to the
costs of road relocation, recreation improvements, and reservoir
clearing activities described in Appendix B to this Agreement and
its background reports, with appropriate adjustments to reflect
these items’ costs at the time of construction.

It is further intended that the compensation terms in this Agree-
ment other than Seattle's power payments will remain in effect if
the Province initiates discontinuance. British Columbia will retain
the right to operate Seven Mile Dam at a normal full pool eleva-
tion of 1730 feet, and both parties will continue to contribute annu-
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ally through an energy charge for the financing of the continuing
operations of the Environmental Endowment Fund. Further, it is
intended that these terms of the Agreement will constitute the
only compensation and mitigation obligation of Seattle if British
Columbia discontinues power deliveries and Seattle raises Ross
Dam to a normal full pool elevation of 1725 feet.

9(CXii) is intended to ensure some reciprocal benefit to Seattle if
upon British Columbia’s discontinuance of its power delivery obli-
gation Seattle does not gain a power supply increment from the
construction of High Ross Dam. British Columbia would be obligat-
ed to deliver this compensation for any period of this Agreement
following British Columbia’s discontinuance during which Seattle
did not exercise its option to construct High Ross Dam, irrespective
of its other resource decisions. It is intended that the 1.05 MW of
average annual energy delivered at Blaine (or its equivalent deliv-
ered elsewhere) in this case would be in addition to full return by
British Columbia of any power lost by Seattle at Boundary Dam
due to backwater encroachment. The monthly schedule of delivery
of this power is intended to reflect the monthly schedule of energy
deliveries called for under the Agreement.

CXiii) affirms that the right of British Columbia to raise the op-
erating level of Seven Mile Reservoir is not conditioned on the
status of the Skagit Agreement subsequent to its enactment, nor on
the construction of High Ross Dam in the event that British Co-
lumbia elects to discontinue power deliveries. That right would
only lapse upon conclusion of the Agreement in 2066 or in the
event that British Columbia breached the Agreement, as set forth
in 9(DXii).

HCXiv) is intended generally to prevent Seattle from being
harmed financially by discontinuance initiated by British Colum-
bia. Specifically, it is intended to ensure that Seattle receives a
sum sufficient to construct High Ross Dam upon British Colum-
bia's discontinuance and does not experience any capital cost
burden beyond that agreed to in Section 5 of the Agreement. The
construction cost of High Ross Dam will include all categories of
cost listed in Appendix B of the Agreement, with specific details as
described therein.

To accomplish this, the parties have devised a formula for calcu-
lating British Columbia's exact obligation. British Columbia would,
if it discontinued power deliveries, obligated to return the fully
financed construction cost of High Ross Dam, less only the dis-
counted value of any capital cost-derived portions of payments that
Seattle had not yet made at the time of discontinuance.

B.C. Repayment Obligation,=High Ross Cost,—|$21,848,000
(I4r)"'+3$21,848,000(1 +r)" 24 . . .+ $21,848,00(1 + )" "] -

t = year in which discontinuance becomes effective.

r = Seattle’s borrowing rate on Seattle City Light’s most recent
major bond issue prior to effective discontinuance.

n=number of years from discontinuance until Seattle's last
scheduled capital payment to British Columbia in 2020.

$21,848,000 = annual ‘“‘capital”’ payment obligation of Seattle,
1986-2020.

The amount of the repayment shall be calculated using the for-
mula stated above, and keeping in mind three objectives: (1) Seat-
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tle's obligation to pay any costs a.ssociuted with construction of
High Ross shall be limited to the discounted ‘vulue of any remain-
ing Sealtle payments unde_r the _Agreen.w,nl; (2) the :-;cl_u;*dulmg and
other arrangements for British Columbia’s payment of its calculat-
ed share of High Ross costs shall be done in such a way as to mini-
mize overall costs to the Province; and (3) the discount rate selected
should represent as closely as possible the rate Seattle would be re-
quired to pay for capital to construct High Ross or its replacement
upon discontinuance. o : _

The formula above specifies the size of the British Columbia re-
payment obligation if Seattle opts to proceed immediately with con-
struction of High Ross Dam upon notice of discontinuance by Brit-
ish Columbia. The size of the obligation will be adjusted to afford
Seattle the same degree of cost protection if the repayment is re-
scheduled. _

If Seattle exercises its option to construct High Ross Dam or its
replacement after a delay of some years, the British Columbia re-
payment obligation will be recalculated as of the year in wlh_lch the
Dam or its replacement is completed. The size of the obligation will
be the cost of High Ross Dam in the year it is actually completed
(or the cost of its replacement, if lower) minus the discounted value
in that year of Seattle’s capital payments not made. It is intended
that this would give Seattle equivalent protection, while allowing
British Columbia to retain any real earnings on the funds it had
received from Seattle until Seattle exercises its option of 9(C)iv) (a)
or (b). o

British Columbia may elect to repay Seattle under the provisions
of Y(C)iv) (a) or (b) for construction of High Ross or acquisition of
alternative resources, immediately upon notice of Seattle's intent
to proceed with such construction or acquisition, as those costs are
incurred by Seattle, or on the project’s date of C()'lnpl(‘ll()!]. with full
payment being due no later than on the project's completion date.
In the latter case, Seattle would be required to obtain interim fj-
nancing for construction, and British Columbia would be responsi-
ble for Seattle's interest-during-construction expenses at Seattle's
lowest available rates (as envisioned in Appendix B). British Co-
lumbia may also devise some combination of the above means of
discharging its financial obligations upon its discontinuance, pro-
vided only that the Present Value of Seattle’s costs is no greater
than specified by the preceding formula. In addition, British Co-
lumbia may elect to provide Seattle directly with replacement elec-
tricity during construction and Ross Lake refill, as specified in Ap-
pendix B, rather than reimbursing Seattle for purchase of this elec-
tricity from other sources, provided the net cost to Seattle is no
higher than if British Columbia had compensated Seattle in cash
for replacement power. . o

The parties intend that if Seattle has access at the time of dis-
continuance to a supply of resources less costly than High Ross in
Seattle’'s sole determination, and if Seattle therelore opils not to
proceed with the construction of High Ross, then the British Co-
lumbia obligation would be reduced by the difference between the
estimated cost of High Ross and the lower cost of the equivalent
amount and configuration of these other resources. Il the lower
cost option involves a long-term purchase, rather than a construc-

-
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tion alternative, the projected cost of such purchases to the year
2066 will be capitalized at the borrowing rate on Seattle City
Light's most recent bond issue prior to its exercise of this resource
option, and will be payable from British Columbia to Seattle upon
Seattle's exercise of such option.

ACYv) specifies the procedures by which the British Columbia re-
payment obligation and schedule will be determined. It is intended
that Seattle, as the source of High Ross construction cost informa-
tion, will convey to British Columbia its estimate of the High Ross
construction cost size and schedule, the cost and schedule of any
resource selected instead of High Ross Dam pursuant to 9(C)iv)b),
if appropriate, and the size of the allowance for capital payments
not yet made by Seattle prior to British Columbia’s discontinuance
of power deliveries. This information will be provided by Seattle at
the time it exercises its option between the resources and terms de-
scribed in 9(CXiv) (a) and (b).

Following Seattle's official exercise of this option and provision
of the stipulated cost information, British Columbia will have three
months to respond to the cost estimates and to propose a repay-
ment schedule within the constraints described above. This limit on
response time is intended to allow Seattle the time necessary to
plan for and obtain any necessary short-term financing and to
design any appropriate contract payment terms for construction
work on High Ross Dam or its equivalent replacement resources.

NC)vi) affirms that if discontinuance is initiated by British Co-
lumbia, Seattle may retain for the duration of the Agreement the
option of either proceeding with construction of High Ross or offi-
cially abrogating its construction right. The repayment obligation
of British Columbia, described in 9C)iv), will be due only upon Se-
attle's exercise of either the construction or non-construction
option, and the amount of the obligation will be calculated at that
time. For any period between British Columbia's discontinuance
and Seattle's exercise of its option, British Columbia will retain
control of all funds paid by Seattle prior to effective discontinu-
ance, and it will retain rights to any earnings of those funds
beyond the amount necessary to discharge its repayment obligation
at the time Seattle exercises its option with respect to High Ross.
Upon Seattle's exercise of its option, British Columbia will retain
the further flexibility in repayment scheduling described above.

9(D) establishes specific penalties and remedies to be imposed on
British Columbia if it ceases power deliveries prematurely or
breaches the Agreement, either because its repayment obligations
upon discontinuance are not met, it ceases to make the power de-
liveries required by Section 4, or for other reasons.

An automatic remedy for Seattle in the event of British Colum-
bia’s breach of its power delivery obligation is provided by 9(DXi).
This provision is intended to ensure that Seattle would experience
no power delivery interruptions in such situations, even though fi-
nancial compensation awards by the arbitration tribunal may not
be available for some time. It calls for the transfer to Seattle, upon
British Columbia's default, of equivalent power to that described in
Section 4 of the Agreement. This power would be made available
from either: power supplies generated in the United States but ulti-
mately controlled by Canada, such as the Canadian entitlement to
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downstream benefits under the Columbia River Treaty; or power
being exported to other entities in the United States by British Co-
lumbia.

This transfer is intended to last for the full period of default on
deliveries, which would be either five years or until Seattle com-
menced operation of High Ross Dam following discontinuance,
whichever occurred sooner. Furthermore, such transfer rights of
Seattle upon British Columbia power delivery default would consti-
tute the first claim on any power required to effect this conditional
transfer. o o

The power would be transferred either by British Columbia di-
rectly or by any other entity with control over the power. Upon
failure to deliver power on the part of British Columbia, the
United States government or other entity charged with transmis-
sion of such power will be directed to arrange for delivery of the
power to Seattle. )

9(D)ii) establishes that a second automatic consequence of Brit-
ish Columbia default on energy deliveries or its failure to satisfy an
arbitral award will be revocation of the authority to operate Seven
Mile Reservoir above a normal full pool elevation of 1715 feet. This
penalty will be in effect until full compensation has been awarded
to Seattle pursuant to either Section 9 or Section 10, which com-
pensation may take whatever form is deemed appropriate by the
arbitration tribunal. The parties intend that this penalty should
serve as a strong deterrent to non-orderly discontinuance or de-
fault.

9 DKiil) recognizes that while the immediate remedies contem-
plated by 9(D)i) and 9D)ii) are necessary to protect the certainty
of Seattle’s power supply, subsequent review by an arbitration tri-
bunal may find that British Columbia had not been in default. In
such an event, it is intended that Seattle would be required to
return to British Columbia such amounts as the tribunal deter-
mined were necessary to compensate for any power transfers or
other lost power rights of British Columbia occasioned by the terms
of HDH1) and YD),

SECTION 10: DISPUTE RESOLUTION

This section, together with Appendix C, establishes the exclusive
means for resolving disputes that might arise under the Agree-
ment. Two categories of disputes are envisioned by the parties.
Questions on matters of financial and technical interpretation will
be referred to a Consulting Board for prompt resolution. Questions
of material breach will be referred to and resolved by an arbitra-
tion tribunal.

The parties intend that financial and technical performance
issues may be referred to the Board by both parties, or by the arbi-
tration tribunal in a case in which a complaint of alleged breach is
determined by the arbitration tribunal to involve a technical dis-
pute rather than outright breach.

In the event that: technical disputes have not been decided by
the Board within three months of referral; the Board is deadlocked;
or the Board determines after consultation with the parties that
breach or default is at issue: matters shall be referred to the arbi-
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tration tribunal for final disposition. It is also intended that a
party may elect to refer a technical or financial dispute directly to
the arbitration tribunal. The parties intend that all matters re-
ferred ultimately to the arbitration tribunal will be resolved by
that group within 45 days of final submission to it by the parties,
and that its decisions will be final and binding. Other procedures of
the arbitration tribunal and their intended timing will be as de-
scribed in Appendix C.

With respect to allegations of breach, the first question will be
whether breach or default has occurred. Conditions in which mate-
rial breach would clearly be at issue include failure of Seattle to
deliver funds as set forth in Section 5, failure of British Columbia
to deliver power under Section 4 when not excused by an event of
force majeure, non-payment by British Columbia of the amount re-
quired by 9(CXiv) of the Agreement, and incompatible development
of British Columbia land in the Skagit Valley between elevations
1602.5 feet and 1725 feet, as covered in Section 12 of the Agree-
ment. British Columbia would be excused from the delivery of
power only due to events beyond its control or which could not be
avoided by the exercise of due care, subject to the resumption of
deliveries with the least possible delay pursuant to Section 7 of Ap-
pendix A. It is intended that British Columbia apply the same
standard of care with respect to its generation and transmission
system in delivering power to the border that Seattle applies to its
generating and transmission system in delivering power to its own
receiving substations.

The parties anticipate that in some circumstances it may be ex-
tremely difficult for one or the other party to perform its obliga-
tions under Sections 4, 5, or 6 of the Agreement, despite its inten-
tion to compensate the other party and continue under the Agree-
ment. The parties also foresee the possibility that in some circum-
stances there may be disputes over precise obligations under the
Agreement. It is intended that in such circumstances the parties
will first seek a mutually satisfactory resolution of the problem. If
that fails for whatever reason, and if either party believes the un-
resolved situation constitutes a breach of the Agreement, the party
that so believes may unilaterally request a determination by an ar-
bitration tribunal.

The second question involves compensation. If the arbitration tri-
bunal determines that a material breach has occurred, it will also
determine the appropriate compensation. The tribunal will have
flexibility in the amount and size of compensation it assigns, other
than the automatic power transfer that would be required by
9DXi). The parties intend, however, that this compensation will
leave the non-defaulting party no worse off than if orderly discon-
tinuance had occurred. To achieve this, it is intended that the tri-
bunal will select forms of compensation most certain to leave the
non-defaulting party whole. It is further intended that this com-
pensation may be augmented beyond the amount involved in dis-
continuance. This extra compensation is to ensure that the non-de-
faulting party suffers no losses due to default both for the period
prior to final determination by the tribunal and for the period of
notification it would have enjoyed under orderly discontinuance,
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had such notification instead been given at the time of the tribu-
nal's determination.

To minimize any losses imposed by the defaulting party on the
other party under the Agreement, it is intended that the residual
rights of the damaged party will be exercised as soon as practicable
upon a determination that default has occurred. In particular, if
Seattle is found in default, British Columbia's obligation to make
power deliveries pursuant to Section 4 will cease immediately. In
the event that British Columbia is found in default, Seattle would
have the right to begin construction of High Ross Dam and raise
Ross Lake to a normal full pool elevation of 1725 feet as soon as
possible.

The parties intend that compensation payments by either party
upon default may be in cash payments conveyed under the terms
of Canadian and United States guarantees, or in the event of Brit-
ish Columbia’s default, in the form of assignment of Canadian
power rights under the Columbia River Treaty and its successor in-
struments or other power assignments, such as transfer of the in-
crement of power gained by raising Seven Mile Reservoir.

SECTION 11 ENVIRONMENTAL ENDOWMENT FUND

This section establishes an Environmental Endowment Fund,
under terms more fully explained in Appendix D to the Agree-
ment. The Appendix embodies flexible intent in an abbreviated
form. Initially, the appointments to the Commission and the com-
mencement of planning by that group, as set forth in Appendix D,
may occur prior to funding under the Agreement, and may be as-
sisted by any funds from outside sources. Several other matters in
Appendix D cover actions of the body once funding is established,
and reflect specific intent of Seattle and British Columbia.

First, the funding of the Environmental Endowment is intended
to continue even if other provisions of the Agreement are discon-
tinued. The $5 million endowment contributed by the parties over
the first four years of Treaty coverage of the Agreement is intend-
ed to be used as a revolving fund, which can be used to acquire,
restrict, and resell crucial land parcels as well as to make perma-
nent acquisitions or improvements of the types listed in Appendix
D. The annual fund contributions in addition to the initial endow-
ment are intended to be limited in three ways: (1) they constitute
annual budget authorizations or limits, so that any time they are
deemed excessive to the Environmental Endowment Fund needs, a
smaller levy may be selected instead; (2) the annual limits are inde-
pendent of any earlier years' expenditure or unspent authorization;
and (3) if either the British Columbia power deliveries cease be-
cause of discontinuance or the Seven Mile power increment is not
developed, the annual levy authorization will not extend to the
power not delivered or developed. The annual budget and acquisi-
tion plans will be reviewable by both British Columbia and Seattle.

Second, while the area of coverage is the Skagit River Basin up-
stream of Ross Dam, significant restrictions already apply to the
United States portions of that area. Consequently, it is expected

and intended that over an extended period, the great majority of

expenditures will be made on the Canadian side of the border. The
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parties anticipate, however, that in a given year the Fund may be
focused on a few major acquisitions and that as a result expendi-
tures in the United States may be relatively large.

Third, a reservoir grooming plan will be the first funding priori-
ty of the Environmental Endowment Fund. Aesthetic stump remov-
al will be a key feature of the grooming plan, but the parties
intend that total stump removal will be tempered by consideration
pf bird anq fish habitat preservation. Other Fund uses, as described
in Appendix D, are intended primarily to preserve the area and its
pristine gnd wilderness values, while enhancing uses that are con-
sistent with this emphasis or with present recreational uses of the
area.

Fourth, it is intended that the Environmental Endowment Fund
not be used.extensively for capital-intensive projects or mainte-
nance expenditures, which are intended to remain primarily the
responsibility of the governments with jurisdiction over the lands
in question. Among the detailed purposes and Fund uses listed in
Appendix D to the Agreement, it is intended that a high priority be
given to the establishment of a firm connection between North Cas-
cades National Park in the United States and Manning Provincial
Park in the Province of British Columbia, forming an International
Park and providing an opportunity for a continuing international
cooperative emphasis for the Board and staff of the Environmental
Endowment Fund. The parties intend that staffing for the Fund
will be provided by qualified City and Provincial staff they will
assign, to help maintain a model of direct, cooperative involvement
by the parties.

Finally, the parties intend that the Environmental Endowment
Fund should be a joint creature of the Province of British Colum-
bia and the City of Seattle.

SECTION 12: REVERSION OF SEATTLE PROPERTY TO BRITISH COLUMBIA

. This section covers the transfer of ownership of Canadian lands
in the upper Skagit Valley now owned by Seattle. Seattle will
transfer ownership of these lands to British Columbia, but without
any tprtajudlce to its other rights and protections under this Agree-
ment.

In particular, it is the understanding of both parties that neither
the disposition of this land, nor any other development in the
Skagit Valley below an elevation of 1725 feet above mean sea level
will adversely affect Seattle’s right to proceed with High Ross con-
struction and reservoir raising upon British Columbia’s discontinu-
ance of power deliveries under the Agreement. The parties intend
by this clause to prevent strategic development in the Skagit
Valley which might inhibit reservoir raising upon discontinuance.

INDEMNIFICATION AND PAYMENT AGREEMENT

This indemnification and payment agreement, dated as of May
30, 1984, is entered into between the United States of America
(hereinafter called “United States”), and the city of Seattle, a Mu-
nicipal Corporation of the State of Washington (hereinafter called
“Seattle”). Capitalized terms not otherwise defined herein shall
have the respective meanings specified in the British Columbia-Se-
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attle Agreement dated March 30, 1984, (hereinafter called the
“Agreement”’ and attached hereto as Annex A) or the Treaty be-
tween the United States and Canada relating to the Skagit River
and Ross Lake, and the Seven Mile Reservoir on the Pend D'Or-
eille River, done April 2, 1984, (hereinafter called the ‘“Treaty” and
attached hereto as Annex B).

Witnesseth:

Whereas, Seattle and the Province of British Columbia (herein-
after called “B.C.”") have entered into the Agreement pursuant to
which each will realize certain benefits;

Whereas, the Governments of the United States and Canada,
bearing in mind the purposes of the Boundary Waters Treaty of
January 11, 1909, with respect to the prevention of disputes be-
tween the United States and Canada regarding the use of boundary
waters have encouraged the execution of the Agreement;

Whereas, in order to facilitate the purposes of the Agreement,
Seattle and B.C. have requested that the United States and Canada
execute the Treaty; .

Whereas, the United States and Seattle desire to clarify their re-
spective rights and obligations with respect to the Treaty and
Agreement;

Now, therefore, in consideration of the execution of the Treaty
and the assumption of obligations thereunder, by the United States
and other good and valuable consideration, receipt of which is
hereby acknowledged, the parties agree as follows:

Section 1.—Representations and warranties of Seattle

Seattle represents and warrants that:

(a) it is a municipal corporation created by and existing
under and by virtue of the Constitution and the laws of the
State of Washington;

(b) it has the power to enter into, and to perform fully and
observe completely the representations, warranties, covenants
and agreements of this Indemnification and Payment Agree-
ment and the Agreement;

(c) by ordinance number 111530, dated January 27, 1984, and
by all other necessary governmental action, it has duly author-
ized the execution and delivery of the Agreement;

(d) by ordinance number 111701 dated May 30, 1984, and by
all other necessary governmental action, it has duly authorized

the execution and delivery of this Indemnification and Pay-

ment Agreement;

(e) it is not in default under any of the provisions of the laws
of the State of Washington which would affect its existence or
i(% powers referred to in the preceding subsections (b), (¢) and
(d);

() the execution and delivery of this Indemnification and
Payment Agreement and the Agreement and the consumma-
tion of the transactions contemplated hereby and thereby and
the fulfillment of the terms hereof and thereof do not and will
not conflict with or result in a breach of any constitutional
provision, law, ordinance, order, rule or regulation (whether of
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general or specific applicability) of any Federal, state, county,
municipal or other governmental or public authority to which
it is subject or any of the terms, conditions or provisions of any
restriction or any agreement or instrument to which it is now
a party or by which it is bound, or constitute (or, with due
notice or lapse of time or both, would constitute) a default
under any of the foregoing;
) the Agreement is in full force and effect, and Seattle is in

full compliance with all of its terms and conditions;

(h) it shall pay to the United States any and all amounts due
the United States pursuant to the terms of this Indemnifica-
tion Agreement.

Section 2. Covenants of Seattle.

Seattle covenants that:

(a) it will remain in full compliance with all of the terms and
conditions of the Agreement and this Indemnification and Pay-
ment Agreement; and

(b) it will pay to the United States any and all amounts due
the United States pursuant to the terms of this Indemnifica-
tion and Payment eement.

Section 3. Payment obligation of the United States for Canadian
payment

In the event the United States receives a payment from Canada
(“Canadian Payment’) pursuant to Article IV, Section 2 of the
Treaty, the United States shall notify Seattle and, upon notice by
Seattle, shall transfer, by wire transfer, the amount of the Canadi-
an Payment to Seattle. The notice of Seattle to the United States
shall provide all necessary wire transfer instructions.

Section 4. Payment obligations of Seattle

(a) If, pursuant to Article IV, Section 3 of the Treaty, an Arbitra-
tion tribunal has determined that Seattle owes British Columbia
an amount under Section 5 of the Agreement, and that Seattle has
failed to discharge its obligation to pay British Columbia said
amount, the United States shall, on behalf of Seattle, make a pay-
ment to Canada equal to said amount owing (“United States Pay-
ment”), and Seal?tje agrees to repay the United States for such
United States Payment as follows:

(i) Immediately upon receipt of the notice provided for in
subsection (a) (ii) hereof, Seattle will pay to the United States
the United States Payment plus interest from the day the
United States made the United States Payment until the re-
payment thereof by Seattle at the then current bond equiva-
lent of the 13—wee]¥ Treasury bill rate as determined by the
United States Treasury plus % of 1% per annum. Interest on
any unpaid amount due under this provisior. shall be added to
grincipal at 13-week intervals from the date of the United

tates Payment. The United States Treasury shall establish a
new Treasury bill rate applicable after each 13-week interval
from the date of the United States Payment as long as any
amount remains unpaid by Seattle. Interest shall be calculated
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on the basis of a year of 365 days and the actual number of
days elapsed. _

(ii) At the time the United States makes any United States
Payment, it shall notify Seattle immediately and, in such
notice, shall specify the amount of interest that accrues daily.

(iii) Payment by Seattle to the United States is due immedi-
ately upon receipt of the notice specified in subsection (ii)
above and nothing herein shall be construed as granting Seat-
tle the right to defer such payment.

(b) Any payments by Seattle to the United States shall be made
by wire transfer to the following account:

United States Treasury

New York, New York

021030004

Treasury NYC/(20180099)

for = s

(¢) The payment obligations of Seattle under this Indemnification
and Payment Agreement shall be unconditional and irrevocable,
and shall be paid strictly in accordance with the terms of this In-
demnification and Payment Agreement under all circumstances,
including, without limitation, the following circumstances:

(i) any lack of validity or enforceability of this Indemnifica-
tion and Payment Agreement or any other agreement or in-
strument relating hereto;

(i) any amendment or waiver of or any consent to departure
from the Treaty or the Agreement;

(ii1) the existence of any claim, set-off, defense or other right
which Seattle may have at any time against British Columbia,
Canada, the United States or any other person or entity,
whether in connection with this Indemnification and Payment
Agreement, the transactions contemplated herein or any unre-
lated transaction; or

(iv) any statement or any other document presented pursuant
to this Indemnification and Payment Agreement proving to be
forged, fraudulent or invalid in any respect or any statement
therein being untrue or inaccurate in any respect.

Section 5. Legal opinion

Simultaneous with, and dated the day of, the execution of this
Indemnification and Payment Agreement, Seattle shall deliver to
the United States a legal opinion from Douglas Jewett, Seattle City
Attorney, to the effect that:

(a) the City of Seattle is a municipal corporation created by
and existing under and by virtue of the Constitution and the
laws of the State of Washington;

(b) Seattle has the power to enter into, and to perform fully
and observe completely the representations, warranties, cov-
enants and agreements of, the Agreement and the Indemnifica-
tion and Payment Agreement and the Agreement and the In-
demnification and Payment Agreement constitute legal, valid
and binding contracts enforceable against Seattle in accord-
ance with their terms;
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(c) by proper and sufficient governmental action Seattle has
duly authorized the execution and delivery of the Agreement
and the Indemnification and Payment Agreement;

(d) Seattle is not in default under any of the provisions of the
laws of the State of Washington which would affect its exist-
en(éle or its powers referred to in the preceding paragraphs (b)
and (¢);

(e) the execution and delivery of the Agreement and the In-
demnification and Payment Agreement and the consummation
of the transactions contemplated thereby and the fulfillment of
the terms thereof will not conflict with or result in a breach of
any constitutional provision, law, ordinance, order, rule or reg-
ulation (whether of general or specific applicability) of any
Federal, state, county, municipal, or other governmental or
public authority which Seattle is subject to and will not con-
flict with or result in a breach of any of the terms, conditions
or provisions of any restriction, agreement or instrument to
which Seattle is now a party or by which it is bound, or consti-
tute (or, with due notice or lapse of time or both would consti-
tute) a default under any of the foregoing; and,

(f) to the best knowledge of such counsel, after reasonable in-
vestigation, there are no material actions, suits, or proceedings
pending or threatened against Seattle, except for such actions,
suits or proceedings relating to the Washington Public Power
Supply System, which, if determined adversely to Seattle,
would significantly affect Seattle's ability to perform all of the
terms and provisions of the Agreement and the Indemnifica-
tion and Payment Agreement, including but not limited 1o the
ability to pay pursuant to Section 5 of the Agreement and Sec-
tion 4 of the Indemnification and Payment Agreement. in any
court or by or before any arbitrator or governmental agency or
authority;

(g) in delivering the opinions set forth in subparagraphs (b)
thru (e) above, and without limiting in any respect those opin-
ions, the City Attorney shall refer specifically to the Washing-
ton Supreme Court decision in Chemical Bank v. Washington
Public Power Supply System, 666 P.2d 329 (1983), concluding
that that decision does not affect Seattle's authority to enter
into or ability to perform under either the Agreement or the
Indemnification and Payment Agreement.

Section 6. Notices

All communications under this Indemnification and Payment
Agreement shall be in writing and shall be mailed by registered
mail, return receipt requested and postage prepaid;

(i) if to the United States:

The Secretary of the Treasury

Department of the Treasury

15th and Pennsylvania Avenue, NW.
Washington, D.C. 20220

Attention: Assistant Secretary (Domestic Finance)
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(ii) if to Seattle:
Mayor
City of Seattle
Seattle Municipal Building
600 Fourth Avenue
Seattle, Washington 98104
Attn: City Attorney

Section 7. Governing law

This Indemnification and Payment Agreement and the rights
and obligations of the parties hereunder shall be governed by, and
construed and interpreted in accordance with, the Federal laws of
the United States.

Section 8. Amendments and assignment

This Indemnification and Payment Agreement may not be
amended, except in each instance pursuant to a written document
executed by the United States and Seattle. Neither this Indemnifi-
cation and Payment Agreement nor any of Seattle's interest herein
or rights hereunder shall be assignable (whether by operation of
law or otherwise) without the prior written consent of the United
States, which consent shall not be unreasonably withheld.

Section 9. Course of dealing

No course of dealing by the United States shall operate as a
waiver of any rights with respect to this Indemnification and Pay-
ment Agreement and no delay or omission on the part of the
United States in exercising any right hereunder shall operate as a
waiver of such right or any other right hereunder.

Section 10. False claims

Each person signing this Indemnification and Payment Agree-
ment on behalf of Seattle acknowledges that he has received copies
of Sections 286, 287, 641, 1001 and 1361 of Title 18, United States
Code, “Crimes and Criminal Procedures.”

Section 11. Counterparts

This Indemnification and Payment Agreement may be executed
simultaneously in two or more counterparts, each of which shall be
deemed an original, and it shall not be necessary in making proof
of this Indemnification and Payment Agreement to produce or ac-
count for more than one such counterpart.

Section 12. Survival of liability

All liability for breach of any representation or warranty con-
tained in this Indemnification and Payment Agreement shall sur-
vive the execution and delivery hereof. No investigation by the
United States or any of its representatives shall impair or waive
any such representation or warranty or the right of the United
States to rely thereon.
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In witness whereof, the parties hereto have caused this Indemni-
fication and Payment Agreement to be duly executed on their
behalf by their respective authorized representatives as of the date
first above written.

CITY OF SEATTLE

Attest: P N

CITY COMPTROLLER

{SEAL)

THE UNITED STATES OF AMERICA

159



Summary Att C - Donut Hole Map

V1
® iope
Crown and/or private
land
Crown Land
(“Donut Hole™)
EC Manning Provincial
Park
. . -~¢ CANADA
British Caolumbia :'_
F
US National Park Service USA
(North Cascades National Park
Complex) US National Forest Service
y .
— 'hlg.
Legend ;
Samgt Fover Watershed m%
D:P::-nnmnﬁw "'; U
P Pan pyien Wikderrersy. {0k anogan: Wera hee W .
E O NUAHMING P -
AT VALLEY PARK
Il covoer Ui Don Hoie i
e i
[ counbien r5) Eq:_’?

Al Skagit Environmental
‘:}'h Seattle City Light Endowment Commission (SEEC)

Cramid ubd by Saame Xy Light

a 25 5 L)
Ervircerwf, Lol red Liosnang Danarerin, Und i = j s
L poveE AT @IS -] o rpEed
o P of Pan disla
m Oy sy O DT e ] P i B e

160



Summary Att D - BC Letter to Mayor Harrell & Council
V1

o

BRITISH
COLUMBIA

Reference: 389201
April 19, 2022

His Worship Mayor Bruce Harrell
and Councillors

City of Seattle

600 Fourth Avenue, 7th Floor

Seattle WA 98104

Sent via email: bruce.harrell@seattle.gov
Dear Mayor Harrell and Councillors:

I am writing to express the Government of British Columbia’s appreciation for the

City of Seattle’s generous commitment to assist with funding for the surrender of the mineral
tenures in the area known as the Skagit “donut hole” and to provide some information about the
next steps the Government of B.C. intends to take to advance the protection of that area.

Your commitment to provide financial support for the Skagit Valley Environmental Endowment
Commission (SEEC), combined with SEEC’s own funds and those of the Government of B.C.,
Washington State and the Nature Conservancy of Canada is essential in enabling the surrender
of Imperial Metals’ mining and related rights in the “donut hole”. The removal of those rights
was the last step in eliminating the possibility of industrial uses occurring on those lands since
the Government of B.C. announced, in 2019, that there would be no further timber harvesting in
that area.

Now that the mineral rights surrender agreement has been completed, the Government of B.C.
will begin engagement with the Indigenous Nations in B.C. who have interests in the “donut
hole” area to determine their views on the permanent protection of the area under provincial
legislation. While that process unfolds, the Government of B.C. has implemented regulatory
measures to ensure that the lands in the “donut hole” are reserved from development. This
includes a no registration reserve under the Mineral Tenure Act, which ensures that no
additional mineral claims can be staked in that area, as well as a reserve under Section 16 of the
Land Act, which reserves the area from disposition. In addition, Imperial Metals will be required
to carry out their reclamation obligations in relation to past work in the area by December 2023.

.2
Ministry of Environment and  Office of the Mailing Address: Telephone: 250 387-1187
Climate Change Strategy Minister Parliament Buildings Facsimile: 250 387-1356
Victoria BC V8V 1X4 Website: www.gov.be.ca/env
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In combination with the provincial government’s commitment that no further timber harvesting
will be permitted in the area, these measures ensure the protection of the natural and cultural
resources—as well as recreational opportunities within the headwaters of the Skagit River—
while engagement with Indigenous Nations occurs. Our government will keep your office and
that of the Governor of Washington informed of the status and the outcome of those discussions
as we move forward.

I would like to extend, once again, my thanks for your part in this historic example of
cooperation between our respective governments.

Regards,

George Hey
Minister

cc: Governor Jay Inslee, State of Washington
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Overview

* Background
High Ross Treaty and Agreement
Skagit Environmental Endowment Commission (SEEC)
Upper Skagit Watershed “Donut Hole"

* History of Threats & Actions to Protect the “Donut Hole”"
* Current Actions & Status

* Purpose of Council Ordinance
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High Ross Treaty

® US Treaty between US & Canada
established in1984

®* Settled the High Ross dam
controversy between the US and

MESSAGE
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AT Sewr v

TREATY WITH CANADA RELATING TO THE SKACGIT
RIVER AND ROSS LAKE IN THE STATK OF WASIL

o

Canada
THE PRESIDENT OF THE UNITED STATES
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INGETO THE SKAGIT BIVER AND 006 LAKE IN THE XTATE 0%
WANHINGTON, AND THE SEVEN MILA RESERVOUR ON THE PEND
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® Established the SEEC to protect the W
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environmental integrity of the
transboundary watershed. -



Skagit Environmental Endowment Commission

* Purposes:

* Conserve and protect wilderness and wildlife
habitat.

* Enhance recreational opportunities in the
Skagit Valley.

“ Skagit

. . . . .  Environmental
* Acquire mineral or timber rights consistent

with conservation and recreational purposes v

* Conduct studies of need and feasibility of
projects.

Endowment
Commission

* To plan for and construct hiking trails,
footbridges, interpretive displays and the like.
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onut Hole Location
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Upper Skagit Watershed’s
Importance

Skagit River provides over 30% of fresh water
flowing into Puget Sound.

Largest and healthiest populations of threatened
steelhead and Chinook salmon in Puget Sound and
largest run of chum salmon in conterminous US.

Chinook salmon make up 80% of the food source
for the endangered Puget Sound resident Orca
population.

Largest and most diverse population of bull trout (a % ~
threatened species); 90% spawn in the Upper Skagit.

Critical for reintroduction of grizzly bears, habitat for
spotted owls and stands of old growth forest.

Otherwise protected by B.C. provincial parks, the
North Cascades National Park and Ross Lake
National Recreation Area.



History of Actions to Secure the Donut Hole

e SEEC had been working to surrender the mineral tenures since 1984 (close hole in
Manning & Skagit Provincial Parks)

* Urgency increased to secure permanent protection
* Mount Polley Mine Disaster — Imperial Metals (2014)
SEEC began outreach efforts to Imperial Metals (2016)
Logging permit was granted, and logging roads established (2018)

Establishment of a coalition led by Washington Wild & engagement from the Mayor’s Office,
WA tribes, BC First Nations and local, state & federal officials (2018)

Imperial Metals submitted exploratory mining permit (2019)

Public outcry & pandemic delayed any action on the exploratory permit & BC Premier Horgan
reached out to Governor Inslee (2020)

e SEEC & BC negotiated a deal with Imperial Metals for surrender of the mineral
tenures for US$19.1M (announced in 2022)
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ariiing mareabehieen 2pratected BC parks Mining proposal for Skagit River headwaters in B.C.
f)w (= (& in sparks outcry from congressional Dems, Gov. Inslee

May 22, 2019 at 8:34 am | Updated May 22, 2019 at 12:19 pm
Imperial Metals seeking permit in the Skagit headwaters just north of the U.S. border

@ Rafferty Baker - CBC News - Posted: Aug 14, 2019 5:37 PM PT | Last Updated: August 14, 2019

The Smitheram Valley is one of the three main valleys in the area known as the Donut Hole, where Imperial
Metals wants to explore for gold. (Wilderness Committee)

0y 10f4 | Logging is shown in the “donut hole,” a Manhattan-sized patch of public land left unprotected because of

historic mineral... (Mike Siegel / The Seattle Times, 2018) More ~/
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Status of SEEC & City Actions

* City Light/SEEC Letter of Intent (2021)
City Light will contribute $1.25M
State will contribute $4.5M via City Light
City Light will transfer $5.75M to SEEC

* WA State Legislature included $4.5M in 2022 supplemental budget (2022)
Grant from WA State Department of Commerce for City Light to transfer to SEEC

* Letter from BC Minister Heyman to Mayor Harrell (confirms protection)

* Ordinance authorizes City Light to:

Execute a grant agreement with the State of WA that authorizes City Light's
acceptance of the State's payment and conveyance of it to SEEC.

Execute an agreement with SEEC to provide City Light and State funding.
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THANK YOU

@) seattle City Light
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