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Att A — First Amended and Restated Contract
Vi

and assigns.

X.K. Exhibits
Exhibits | through IX are attached hereto and incorporated herein. To the extent this Contract
authorizes the parties to amend a specific exhibit by letter agreement, such amended exhibit will

become attached and incorporated herein upon the effective date of the letter agreement.
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Att A — First Amended and Restated Contract
Vi

SIGNATURE PAGE

IN WITNESS WHEREOF, the parties hereby execute this Contract.

[WATER UTILITY]

BY:

TITLE:

DATE

AUTHORIZING LEGISLATION: ORDINANCE/RESOLUTION

THE CITY OF SEATTLE

BY:
General Manager, Seattle Public Utilities
DATE:
AUTHORIZING LEGISLATION: ORDINANCE No.
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LIST OF EXHIBITS

. Purchase Commitment & Emergency, Independent and Purchased Supplies

1. Service Connections, Minimum Hydraulic Gradients, and Flow Rates of Water
Supplied

I11. Demand Charge Methodology
IV.  Operating Board Structure
V. Facilities Charges

VI.  Regional Facilities

VIl. Subregional Facilities

VIll. Index O&M Cost Categories

IX. Stranded and Avoided Costs
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EXHIBIT |

PURCHASE COMMITMENT & EMERGENCY, INDEPENDENT AND PURCHASED SUPPLIES

Water Ultility’s Purchase Commitment is its [Full or Partial] Water Requirements.
Water Utility [is/is not] served by [Eastern, Southwestern, or Renton] Subregion
Water Utility represents that it has access to the following Alternate Supplies:

I. EMERGENCY SUPPLIES

Create table
Name of Entity/location of intertie/meter size/capacity/agreement date/mutual?/

. INDEPENDENT SUPPLIES

Create table

Source name/location/category (GW or SW)/permit or claim #/amt of right/average annual
production /FC allowance

1. Water Utility shall use its best efforts to maintain and operate the Independent Supplies listed
above, if any, in order to maintain the listed average annual production for each Independent
Supply.

2. Water Utility shall provide written notice to Seattle within thirty days of determining that it is
not possible or not cost effective to maintain and operate an Independent Supply at its listed
average annual production. Such written notice shall describe the new level of average annual
production expected for Independent Supply. Seattle may decrease the FC Allowance under
Section IV.D.2.c. The parties will revise this Section Il of Exhibit | by letter agreement to reflect
the new average annual production or decreased FC Allowance.

3. Water Utility shall use its best efforts to cure any temporary interruption of water supply from
an Independent Supply. Water Utility shall provide oral notice to Seattle of any interruption lasting
longer than 1 week and the expected additional demand for water deliveries from Seattle resulting
from the interruption. Water Utility shall use its best efforts to minimize the impact of an
interruption of an Independent Supply on the Seattle Regional Water Supply System by utilizing
its other Independent Sources unaffected by the interruption within their operating and
maintenance constraints.

4. Itis the intent of the parties that the listed average annual production fairly represents the average
annual production of the Independent Supplies. In the event that, over a 5 year period, (i) the actual
average annual production, as may be adjusted to reflect a reasonably unforeseeable interruption
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in the Independent Supplies that lasts a substantial amount of time and is cured within a reasonable
time, is consistently less than represented , and (ii) the annual deliveries of water to Water Utility
by Seattle are consistently increasing, the listed average annual production shall be revised by
letter agreement to reflect the reduction. Seattle may also decrease the FC Allowance under Section
IV.D.2.c, which decrease shall also be revised in the letter agreement.

5. Water Utility shall provide Seattle with six months written notice before placing any new or
improved Independent Supply into production and the parties will revise this Section 11 of Exhibit
| to reflect the new or improved Independent Supply and new or increased average annual
production capacity. This condition is independent of and in addition to any other applicable
provisions in the Contract relating to adding a new or improved Independent Supply (e.g. Sections
I1.B.5, reducing Purchase Commitment and I1.D.9, WQ provisions for introducing new Alternate

Supply).
6. Water Utility shall maintain records of the monthly production of each Independent Supply in a
manner consistent with industry standards.

1. PURCHASED SUPPLIES

Create table
Name of entity/location/size of meter for delivery/amount/conditions on use/expiration date

IV. REDUCTIONS IN PURCHASE COMMITMENTS - STRANDED COST

Create table to include the following information for all Wholesale Customers:
Reduction notices received prior to December 31, 2022as per 11.B.5.a.i.(b)
Automatically Allowed Reductions in 11.B.5.d.viii

Reduction notices received after Effective Date of Contract

Related Stranded Cost information for reductions

V. APPROVED RESALE OF SEATTLE WATER

Create table
Name of entity/location/size of meter for delivery/amount/conditions/expiration date
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EXHIBIT Il

SERVICE CONNECTIONS, MINIMUM HYDRAULIC GRADIENTS, AND FLOW RATES OF WATER SUPPLIED

SERVICE CONNECTIONY MINIMUM HYDRAULIC FLOW RATE UP TO WHICH
GRADIENT FOR PLANNING THE MINIMUM HYDRAULIC
LOCATION STATION | PIPELINE |[SIZE OF | PURPOSES AT STATION GRADIENT APPLIES (gpm)
NUMBER @ | SEGMENT | METER | UPSTREAM OF METER (FEET  [9®
NUMBER® | (IN.) NAVD-88 Datum)

Notes:

(1) Water is provided to Service Connections at a Wholesale Level of Service.

2 Station and Pipeline Segment Numbers are for information purposes and pertain to cost allocations and the demand metering program.

?3) The Total is based on City of Seattle’s estimate of Water Utility’s average daily demand for 2040 multiplied by a peaking factor of 2.0 for peak day use. Seattle and Water
Utility agreed to the allocations of the Total to each Service Connection.

(@) Pursuant to Section I11.A of the Contract, Water Utility may use all or some of the flows rates allocated to each Service Connection on any other Service Connection that is
located on the same Pipeline Segment Number, but in that case the minimum hydraulic gradients are not guaranteed.

11033694.1 - 358829 - 0098
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EXHIBIT I

DEMAND CHARGE METHODOLOGY

In order to meet the conditions of service in Section |1l and Exhibit Il of the Contract, each
Wholesale Customers has to construct adequate storage volume within their individual retail
distribution system to avoid excessive peak flow withdrawals at the Service Connection and
potential adverse impacts to the Seattle Regional Water Supply System or other Wholesale

Customers.

When Seattle has determined to implement demand charges for any period, Water Utility shall be

subject to a demand charge if its average peak hourly flow rate from its 10 highest daily flow days
exceeds its average daily flow rate from the same 10 days by more than 30% as more particularly

described below.

The demand charge and method of application shall be as follows:

1.

At Water Utility’s cost, Seattle shall install metering devices that record hourly water
deliveries at Service Connections. All other costs Seattle incurs to implement demand
charges shall be allocated to the Existing Regional System Cost Pool; or New
Transmission Cost Pool, upon approval by the Operating Board.

There shall be no requirement for Seattle to install demand-metering equipment or
monitor water deliveries at all Service Connections for the purposes of implementing
demand charges. Seattle, in its discretion, may choose to monitor water deliveries at all
Service Connections, or the Service Connections of one or more Wholesale Customers
based on considerations such as hydraulic capacity or other operational constraints in
the Seattle Regional Water Supply System may be occurring.

When calculating Water Utility’s deficient storage and whether demand charges apply:

a. Seattle may consider Service Connections to Water Utility on the same pipeline
segment, or Service Connections that are on the same pipeline segment and
subject to a joint operating agreement between Water Utility and another
Wholesale Customer, as 1 Service Connection; and

b. A “Day” commences at 9:00 a.m. and ends at 9:00 a.m. the following calendar
day.

c. The “Monitoring Period” will generally consist of the summer months of June,
July, and August. However, if peak flow rates create adverse hydraulic or other
operating conditions at other times, Seattle, in consultation with the Operating
Board, may establish a different Monitoring Period.

4. For each Service Connection, Seattle will determine the ten Days within the Monitoring

Period with the highest daily volume of water delivered.
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5. For each of those ten Days, Seattle will determine the “Demand Factor” for each Service
Connection by dividing the peak hourly flow rate by the average flow rate for the same
Day expressed in gallons per hour.

6. Seattle will average: a) the Demand Factors for the ten Days to get an “Average Demand
Factor” and b) the daily volume for the same ten Days to get an “Average Daily Quantity”
of water in gallons for each Service Connection.

7. If Water Utility’s Average Demand Factor exceeds 1.30 at any Service Connection(s),
Water Utility will be subject to a demand charge.

8. If Water Utility is subject to a demand charge, Seattle will determine Water Utility’s
deficient storage volume at each Service Connection where the Average Demand Factor
exceeds 1.3 using the following formula: S = (F-1) Q: where S = deficient storage volume
in gallons, F = Average Demand Factor and Q = Average Daily Quantity.

9. Seattle shall establish a Storage Deficiency Rate each rate study that is based on Seattle’s
most recent actual cost to construct a reservoir, inflated to the most recent year that the
Engineering News Record “ENR” index or equivalent inflation data is available. The
Storage Deficiency Rate is the flat debt service payment required to finance the storage
facility over 30 years at Seattle’s Average Cost of Debt at the time of each rate study,
prorated for 1,000 gallons of storage.

Example:

Annual debt service cost of new reservoir at Average Cost of Debt

Actual cost of new reservoir in 2012 $ 60,000,000
ENR Index in 2012 100.00
ENR Index in 2019 125.00
Increase in Index 1.25

Cost of new reservoir inflated to 2019 $ 75,000,000

Term of Debt 30 Years
Seattle Average Cost of Debt in 2020 4.15%

Annual Cost $ 4,416,596

Volume of new reservoir 61,000,000 Gallons
Annual Debt Service per 1,000 Gallons $ 72

Storage Deficiency Rate $ 72

10. At each Service Connection subject to the demand charge, the demand charge shall be
calculated as S/1000 times the Storage Deficiency Rate. The total demand charge for
Water Utility shall be the sum of the demand charges for each Service Connection. The
demand charge shall be due by March 31 the following calendar year, or Water Utility
may request a payment agreement pursuant to Section VII of the Contract.
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11. Peak flows caused by emergencies in the Seattle Regional Water Supply System or
Water Utility's retail distribution system during any Monitoring Period will be excluded
in determining the demand charge. Peak flows caused by other unusual situations may
also be excluded at Seattle’s sole discretion. Seattle may request documentation of any
emergency or other situation from Water Utility to support a determination to exclude
certain flows from demand charges during a Monitoring Period.

12. At Seattle sole discretion, Seattle may disallow daily flow rates which differ
substantially from customer's daily consumption patterns in calculating the demand
charge.

13. In case of malfunction of metering equipment during certain period causing loss of data,
Seattle shall use the remaining data to determine the demand charge, if any.
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EXHIBIT IV

OPERATING BOARD STRUCTURE

1. Structure. The Operating Board (or “Board”) shall be structured as follows:

a. The Board shall consist of seven (7) members, composed of three members representing
Seattle Public Utilities (SPU), three members representing Seattle’s Wholesale Customers
selected as described below, and one independent party selected as set forth below to
be a tie-breaker as needed. Board members shall, to the best of their ability, act in the best
interests of the Seattle Regional Water Supply System as a whole, not the interest of a group
of utilities or an individual utility.

b. The term of each Board position shall commence on January 1 and shall be for four (4)
years. Terms of each Board position shall be staggered such that no more than two
positions are renewed in any single year. Except for SPU members, Board members
may serve not more than three successive terms.

c. Three Board members representing the Wholesale Customers will be selected from the
holders of the First Amended and Restated Contract for the Supply of Water, mutually
agreed to pursuant to Section 11.A.4.a. Wholesale Customers will be sorted into three
categories based on utility size. The selected categories will be small, medium, and large
utilities, which will be made up from approximately equal numbers of holders of Full
and Partial Requirements Contracts. Each category of utility may elect, by majority vote
(one vote per utility) its representative to the Operating Board. The Board will be
recomposed on January 1, 2012 and every 5 years thereafter. Only Wholesale customers
demonstrating their commitment to the region by agreeing to limits on purchase reductions
contained in Section 11.B.5 shall be eligible to be elected as a member of the Operating
Board.

d. The seventh member of the Board shall be a person having expertise in the operations of
regional water supply systems. Such person shall be selected by majority vote of the
other Board members. In the event of a deadlock in selecting the independent
representative, the independent Board member shall be selected by Judicial Arbitration
and Mediation Services Inc., of Seattle, Washington, or its successor. The seventh member
shall not vote on issues coming before the Board unless there is a deadlock in the voting
among the other six Board members. The seventh member may nevertheless express
his or her opinions in Operating Board discussions. Such member shall have no
employment, financial or contractual relationship with Seattle nor any Wholesale
Customer or any other actual or apparent conflict of interest in holding this position.

2. Voting. Except as otherwise provided above, each member of the Board shall have one vote
on all matters coming before the Board. Each Board member may appoint an alternate to
vote in his or her absence. A quorum of four (4) Board members present shall be required
for any vote. Members of the Board may not grant proxies for any vote.

3. Chairperson. The Board shall have a Chairperson who will be selected and have duties as
defined below:

a. The Chairperson shall be selected at the first regularly scheduled meeting of each new year.
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b. All Chairpersons shall be selected by the Board using a nomination and voting process.

c. Nomination for the position of Chairperson shall be taken from Board members. The
Chairperson shall be selected based upon the simple majority vote of Board members.
Should the Board fail to elect a Chairperson at the first regularly scheduled meeting of the
new year, Seattle shall designate one of the SPU members to be the Acting Chairperson
until such time as the Board elects a Chairperson.

d. The Chairperson shall have the responsibility to call meetings, determine the agenda and
preside over meetings. In the absence of the Chairperson, for whatever reason, Seattle shall
designate one of the SPU members to be the Acting Chairperson for that meeting. The
Chairperson shall also act as the spokesperson for the Board and liaison between the
Administrator and the then current Seattle City Council’s Committee that considers matters
related to Seattle Public Utilities.

4. Schedule/Procedures/Bylaws. The Board shall adopt a regular meeting schedule and notify all
Wholesale Customers of the schedule. The Operating Board may adopt its own internal
procedures and Bylaws. The latest edition of Roberts Rules of Order shall, in the absence of
agreement by the Operating Board on procedural matters, govern all meetings and votes of the
Operating Board.

5. Reporting. The Board will provide reports to the Wholesale Customers, SPU and to the
appropriate Seattle City Council Committee, on its decisions and recommendations in a timely
manner.

6. Responsibilities and Authority of the Board. The Operating Board shall have only those powers
and authorities specifically and explicitly established by the clear terms of this Contract.

7. Expenses. The Board shall be authorized to incur reasonable expenses which will be allocated
by the Board to either or both of the New Transmission or New Supply Cost Pools.
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EXHIBIT V
FACILITIES CHARGES

A. Methodology to Calculate ERU Charges

The ERU Charge is:

o the flat annual debt service payment required to finance the New Supply or New
Transmission Facility for the lesser of (i) the facility life or (ii) the period over
which new demand is projected to fully utilize the facility’s projected supply or
transmission capacity

- divided by -
¢ the average annual number of new ERUs of demand expected in each year.

Seattle’s Average Cost of Debt at the time the facility is put into service shall be
used to determine the flat debt service payment above. In the event that several New Supply
or New Transmission Facilities are put into service simultaneously, the facilities may be
considered together as providing a total new supply or new transmission capacity for a total
construction cost.

Example: A New Supply Facility costing $100 million is built with a projected total capacity
of 100,000 ERUs and a 50-year facility life. Growth of 5,000 ERUs per year is projected
over the next 20 years, so the facility is projected to be supplying its full capacity in 20
years. If this facility were financed over 20 years at Seattle’s Average Cost of Debt of 6%
interest, the flat annual debt service payment would be $8.7 million and the ERU Charge
would be $1,740 (8,700,000/5,000).

At the time a subsequent New Supply or New Transmission Facility is put into service, but the
capacity of a prior New Supply Facility has not yet been fully utilized, an ERU Charge for the
subsequent facility shall be calculated separately according to the formula above, then averaged
with the then-current ERU Charge from the prior facility. This average shall be weighted by the
remaining number of ERUs at the then-current ERU Charge and the number of new ERUs being
added at the new ERU Charge. This weighted average shall be the new ERU Charge, and the
number of ERUs available at that weighted ERU Charge shall be the sum of the remaining ERUs
for the prior facility plus the number of new ERUs for the subsequent facility.

Example: 10 years ago, a $100 million New Supply Facility was constructed that can supply
100,000 ERUs. 50,000 ERUs remain at the ERU Charge of $1,740. This year, we construct
a New Supply Facility costing $70 million and a 50-year facility life, with a projected
capacity of 40,000 ERUs that is projected to be fully utilized in 10 years. The ERU Charge
of the subsequent New Supply Facility alone using the formula above is $2,375. The
weighted average ERU Charge for any of the 90,000 available ERUs is $2,022 (50,000 *
$1,740 + 40,000 * $2,375) / 90,000).
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B. ERU Factors by Connection Size

Connection Size ERU Factors

1” and smaller 1.12

11/2" 5

2” 3

3” 22

4> 31

6” 66

8” 112

10” 169

12” 238

ERU Proving Methodology

The size of the retail water service connection used to serve a retail customer depends upon both
the total demand and the instantaneous flow required by that retail customer. For this reason,
connection size is only a general indicator of the annual demand placed on water supplies by any

particular retail customer.
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EXHIBIT VI

REGIONAL FACILITIES

I. Existing Regional Facilities

1. Cedar Source

All roads, buildings, structures, water supply facilities, other equipment and infrastructure,
recreational and educational facilities, downstream habitat enhancement, fisheries
enhancement and mitigation facilities located within or close to the Cedar River
Hydrographic Watershed boundary as defined by Seattle land ownership or other contractual
rights, including the land itself, and any capitalized or amortized studies or obligations
related to the above. Excepted are facilities solely owned by Seattle City Light for the
purpose of power generation. Facilities shared by Seattle City Light and Seattle Public
Utilities shall be part of the Seattle Regional Water Supply System only to the extent of SPU
share or responsibility.

All roads, buildings, structures, water supply facilities, and other equipment and
infrastructure located within the Lake Youngs Reservation as defined by Seattle ownership
of the land, including the land itself and any capitalized or amortized studies or obligations
related to the above.

All facilities, structures, and other equipment and infrastructure located within the Lake
Youngs Aqueduct, the Landsburg Tunnel, and the Lake Youngs Supply Lines right-of-way,
including the right-of-way itself.

2. Tolt Source

All roads, buildings, structures, water supply facilities, other equipment and infrastructure,
recreational and educational facilities, downstream habitat enhancement, fisheries
enhancement and mitigation facilities located within or close to the South Fork Tolt River
Hydrographic Watershed boundary as defined by Seattle land ownership or other contractual
rights, including the land itself, and any capitalized or amortized studies or obligations
related to the above. Excepted are facilities solely owned by Seattle City Light for the
purpose of power generation. Facilities shared by Seattle City Light and Seattle Public
Utilities shall be part of the Seattle Regional Water Supply System only to the extent of SPU
share or responsibility.

Tolt Pipeline No. 1, from the Tolt Regulating Basin to the outlet of the Tolt Treatment
Facility, including any transfer and ancillary small diameter parallel pipes.

Tolt Pipeline No. 2, from the Tolt Regulating Basin to the inlet of the Tolt Treatment
Facility, including any transfer and ancillary small diameter parallel pipes, and including
the connection to Tolt Pipeline No. 1 (a.k.a. TPL2 Phase 6b).

Tolt Treatment Facility, including its outlet line up to the connection to Tolt Pipeline No. 1.

3. Seattle Wellfields (formerly known as Highline Wells)

Riverton Wells, including all pumping and treatment equipment, original yard piping, to the
connection to CRPL4, and the low flow piping to Riverton Reservoir.
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Boulevard Well, including all pumping and treatment equipment, and all piping up to the
connection to CRPL4.

Any facilities related to operation of the Seattle Wellfields, such as for streamflow
augmentation or mitigation.

Other

GIS Projects related to facilities identified herein as part of the Seattle Regional Water
Supply System.

Hardware and Software projects related to facilities identified herein as part of the Seattle
Regional Water Supply System.

Pipelines

Tolt Pipeline No. 1, from the outlet pipeline of the Tolt Treatment Facility to Lake Forest
Reservoir, including any transfer and ancillary small diameter parallel pipes.

Tolt Pipeline No. 2, where constructed, west of the outlet of the Tolt Treatment Facility
(a.k.a TPL2 Phases 1, 2, 3, and 4), including any transfer and ancillary small diameter
parallel pipes.

Tolt Tieline.

Tolt Eastside Supply Line (from TESS Junction to the intersection of SE 16th Street and
145th Place SE).

Tolt Eastside Line Extension (from the intersection of SE 16th Street and 145th Place SE to
Eastside Reservoir).

The 550 head Pipeline from Maple Leaf Reservoir to Lake Forest Reservoir, sections of
which also known as “The Haller Lake Pipeline”, and “The 195th Street Pipeline”.

Lake Youngs Bypass No. 4 from the outlet of each of the Cedar Treatment Facility
clearwells to Control Works, including Flow Control Facility 4.

Lake Youngs Bypass No. 5 from the outlet of each of the Cedar Treatment Facility
clearwells to the Lake Youngs Tunnel, including Flow Control Facility 5.

The Lake Youngs Tunnel (from the original lake outlet to Control Works).

The Maple Leaf Pipeline (from the intersection of 18th Avenue E. and E. Prospect Street to
Maple Leaf Reservoir).

Cedar River Pipeline No. 1 (CRPL1) from Control Works to the 24-inch remote controlled
valve (a.k.a. “The CRPLI to CRPL2 Valve” in the vicinity and east of Beacon Reservoir
(primarily 66-inch pipeline).

The primarily 54-inch Pipeline known as “The Old Cedar River Pipeline No. 2”, from the
24-inch remote controlled valve (a.k.a. “The CRPL1 to CRPL2 Valve”) in the vicinity of
Beacon Reservoir to the intersection of 18th Avenue E and E Prospect Street.

Cedar River Pipeline No. 2 (CRPL2) from Control Works to the 20-inch butterfly valve
(a.k.a. “The CRPL2 to CRPL1 Valve”) in the vicinity and east of Beacon Reservoir
(primarily 54-inch pipeline).

The primarily 42-inch pipeline known as “The Old Cedar River Pipeline No. 17, from the
20-inch butterfly valve (a.k.a. “The CRPL2 to CRPL1 Valve”) in the vicinity and east of
Beacon Reservoir to the intersection of 12th Avenue and E Olive Street.

The short pipeline sections of various diameters in the vicinity and east of Beacon Reservoir
connecting CRPL1, CRPL2, Old CRPL1 and Old CRPLZ2.
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Cedar River Pipeline No. 3 from Control Works to the intersection of 18th Avenue E. and
E. Prospect Street (primarily 66-inch).

30” intertie pipeline between “The Old CRPL1” and CRPL3 in E Olive Street, from 12th
Avenue to 18th Avenue.

The interconnections between the Maple Leaf Pipeline, Cedar River Pipeline No. 3, and the
Old Cedar River Pipeline No. 2 in the vicinity of the intersection of 18th Avenue E and E
Prospect Street.

Cedar River Pipeline No. 4 from Control Works to the West Seattle Pipeline.

West Seattle Pipeline from Augusta Gatehouse to Cedar River Pipeline 4.

The interconnections between the Cedar River Pipelines 1, 2, and 3 in the vicinity of 51st
Avenue S and S Leo Street.

Cedar Eastside Supply Line (from the Cedar Wye to the intersection of SE 16th Street and
145th Place SE).

The 8th Avenue S. Pipeline between S. 146th Street and S. 160th Street.

The Bow Lake Pipeline (between 8th Avenue S. and CRPL 4, and as relocated outside
runways at Seatac Airport).

The Burien Feeder (in S. 146th Street between 8th Avenue S. and CRPL 4).

The Fairwood Line (between Fairwood Pump Station and Soos Reservoirs).

The 24-inch discharge pipeline of Lake Youngs Pump Station up to Soos Reservoirs.

The 12-inch discharge pipeline of Lake Youngs Pump Station up to Soos Reservoirs.

The 630 head pipeline between Lake Youngs Pump Station and the Cedar River WSD pump
station at the eastern boundary of the Lake Youngs Reservation.

6. Reservoirs

Reservoirs, Tanks, and Standpipes, including overflow pipes, all valves, appurtenances, and
disinfection facility located on the premises of each storage facility, unless otherwise noted

Lake Forest Reservoir

Eastside Reservoir

Riverton Reservoir

Maple Leaf Reservoir (excluding Roosevelt Way Pump Station and its suction and discharge
piping, Maple Leaf Tank and 520 zone piping, except where solely serving the disinfection
facility)

Soos Reservoirs

7. Pump Stations

Pump Stations, Major Valve Structures, and other transmission Facilities

Eastgate Pump Station
TESS Junction Pump Station
Lake Hills Pump Station
Maplewood Pump Station
Maple Leaf Pump Station
Bothell Way Pump Station
Fairwood Pump Station
Lake Youngs Pump Station
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e The Control Works
e Augusta Gatehouse
e Duvall Shops

8. Service Connections to Wholesale Customers installed before January 1, 2002, and Service
Connections assigned to the Existing Regional System Cost Pool pursuant to Section Il1.E.1., are
part of the Existing Regional Facilities. Unless otherwise identified as regional, Service
Connections to Wholesale Customers installed after December 31, 2001 shall not be considered
Existing Regional Facilities.

9. The Existing Regional Facilities include all necessary and convenient appurtenances, including,
but not limited to, rights of way, land ownership or contractual rights to use, e.g. easements,
security infrastructure, dewatering facilities, line valves, system meters, and remote automation
devices.

I1. New Supply Facilities

1. Regional Water Conservation Program. The capitalized or deferred cost of the Regional Water
Conservation Program, which generally consists of rebate programs for customers to upgrade
fixtures or equipment to more efficient models

I11. New Transmission Facilities

[Reserved.]
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EXHIBIT VII

SUBREGIONAL FACILITIES AND ALLOCATIONS

I. Eastern Subregion

A. List of Eastern Subregional Facilities

SEGMENT 1
(Cascade, Mercer Island, and Seattle)

1. The portion of the of the original Mercer Island Pipeline from the tee off the Cedar Eastside
Supply Line in Factoria Boulevard SE to the west flange of the main line tee at the east end of
the 16-inch Mercer Slough Bridge Pipeline (30-inch).

SEGMENT 2
(Cascade, Mercer Island, and Seattle)

I.  The portion of the of the original Mercer Island Pipeline from the west flange of the main line

tee at the east end of the 16-inch Mercer Slough Bridge Pipeline to the west flange of the 20-

inch valve west of the wye to the East Channel Bridge Pipeline (30-inch).

The entire 16-inch Mercer Slough Bridge Pipeline (16-inch).

3. The portion of the East Channel Bridge 16-inch Pipeline, from the wye off item 1 of Segment
2 above to the north flange of the 16-inch line valve, including the valve bypass line.

N

SEGMENT 3
(Mercer Island and Seattle)

1. The portion of the original Mercer Island Pipeline from the west flange of the 20-inch valve
west of the Enatai service to Bellevue to the west flange of the tee for the Shorewood
Apartments service on Mercer Island (20-inch across the East Channel, 24inch on Mercer

Island).

2. The 16-inch East Channel Bridge Pipeline, except for the portion listed as item 3 of Segment 2
above.

SEGMENT 4

(Mercer Island only)

1. The portion of the original Mercer Island Pipeline from the west flange of the tee for the
Shorewood Apartments service on Mercer Island to the west end of the original Mercer Island
pipeline near SE 43rd Street & 89th Ave SE on Mercer Island (24-inch).

The facilities include the appurtenance of these transmission facilities including but not limited to
rights of way, line valves, system meters and remote automation devices.
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B. Allocation of Costs in the Eastern Subregional Cost Pool

In each year, the costs of each Eastside Subregional Facility shall be allocated by the segments
identified in Section I.A above based on Peak 7 Day flows through each segment. In the event that
Peak 7 Day flow data is not available, Peak Month flows may be substituted. The annual cost of
each segment is adjusted by the annual utility basis cost of the following initial amounts, amortized
over 50 years starting in 1998.

Segment 1: $73,157.01 increase
Segment 2: $1,296,845.17 decrease
Segment 3: $136,782.17 increase
Segment 4: $72,442.13 increase

Seattle shall establish a common rate for each Eastside Subregional segment that recovers the costs
allocated to that segment plus any costs allocated from preceding segments to downstream
segments based on the flow data used. Wholesale Customers served by Eastern Subregional
Facilities as may be identified in Exhibit | will pay the applicable segment rates for every unit of
water delivered to the Service Connection(s), or in Seattle’s case to the retail connection, on the
identified segment, e.g. Service Connections on Segment 3 would pay the rate for Segment 3,
which rate would recover costs allocated from Segments 1, 2 and 3.

Seattle will track running balances and actual costs and actual revenues for each segment within
the Eastside Subregional Cost Pool and shall true up each segment in a manner consistent with
Section IV.H, except that Seattle may adjust the running balances between Segments 3 and 4 for a
Wholesale Customer served by both Segments as follows:

Seattle will track the portion of surplus or deficit balance created by each Wholesale Customer,
including Seattle, in Segment 3 based on the percentage of revenues paid by each. If there is a
surplus balance for Segment 3, Seattle may transfer all or a portion of the surplus created by the
Wholesale Customer served by both Segments to reduce a running deficit balance for Segment 4
and credit Seattle for a proportionate share of the Segment 3 surplus. If there is a surplus balance
for Segment 4, Seattle may transfer all or a portion of the surplus in Segment 4 to reduce the
portion of a running deficit balance in Segment 3 created by the Wholesale Customer served by
both Segments and charge Seattle for a proportionate share of the Segment 3 deficit balance.

Il. Southwestern Subregion

A. List of Southwest Subregion Transmission Facilities

585 ZONE FACILITIES

Pipelines

1. The discharge pipeline of Burien Pump Station, from the pump station to Ambaum Boulevard
SW.

2. The pipeline in 8 Ave SW from SW Kenyon Street to SW 108 Street.
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The discharge pipeline of Highland Park Pump Station to SW 108th Street.
The 585 Pipeline in SW 108th Street between 4th Avenue SW and 12th Avenue SW.
The 585 head Pipeline in 4th Avenue SW between SW 108th Street and SW 146th Street.

The 585 Pipeline in 12th Avenue SW and Ambaum Boulevard SW between SW 108th Street
and SW 146th Street.

The 585 Pipeline in Ambaum Boulevard SW between SW 146th Street and SW 149th Street.
The 585 pipeline in SW 149th Street between Ambaum Boulevard SW and 14th Avenue SW.
The 585 pipeline in 12 Ave SW from SW 108 Street to SW 106 Street.

10. The discharge of the Trenton Turbines pump station within the West Seattle Reservoir
property, and up to SW Cloverdale Street.

11. The 585 pipeline in 5 Ave SW from SW Cloverdale Street to SW Kenyon Street.
12. The 585 pipeline in SW Kenyon Street from 5 Ave SW to 8 Ave SW.

13. The 585 pipeline in SW Kenyon Street from 8 Ave SW to 35 Ave SW.

14. The 585 pipeline in 35 Ave SW from SW Kenyon Street to SW Myrtle Street.
15. The 585 pipeline in SW Myrtle Street from 35 Ave SW to Myrtle Tanks.

o a ~ w

~

Pump Stations
1. Burien Pump Station, including its suction line from the 24-inch tee to the pump station.

2. Highland Park Pump Station, including its suction line from the tee off the 42-inch West
Seattle Reservoir inlet-outlet line to the pump station.

3. Trenton Turbines Pump Station, including the suction/supply line from the pump station to the
36x36x20 tee.

Tanks
I. Beverly Park Tank, and all associated appurtenances and connections to the 585 zone.

2. Myrtle Tanks, and all associated appurtenances and connections to the 585 zone.

WEST SEATTLE RESERVOIR FACILITIES

I.  The reservoir Gate House, except for the West Seattle Low Service Pump Station.

2. All reservoir appurtenances, including but not limited to the reservoir drain, washout, and
overflow pipelines.

3. The reservoir bypass from the tee off the West Seattle Pipeline to the reservoir easterly outlet
pipeline.
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WEST SEATTLE PIPELINE FACILITY

From the connection to Cedar River Pipeline No. 4 to the West Seattle Reservoir Gate House.

DES MOINES WAY PIPELINE FACILITIES

I.  From the connection to the Bow Lake Pipeline as relocated outside Seatac Airport, to S 168
Street.

2. South 168 Street to the terminus of the pipeline near S 208 Street.

MILITARY ROAD FEEDER FACILITY

THE EAST MARGINAL WAY FEEDER FACILITY

From the West Seattle Pipeline to S 115 Street, including pressure reducing and pressure relief
facilities from the West Seattle Pipeline to that feeder.

The facilities include the appurtenance of these transmission facilities including but not limited
to rights of way, line valves, system meters and remote automation devices.

B. Allocation of Costs in the Southwest Subregional Cost Pool

In each year, the cost of each Southwest Subregional Facility identified in Section I1.A above
shall be allocated between the Seattle Retail Distribution System and Wholesale Customers
served by the Southwest Subregional Facilities as may be identified in Exhibit I as a group based
on the following agreed upon allocations to the Wholesale Customers:

FACILITY Allocation to Wholesale Customers
585 Zone 50%

West Seattle Reservoir 10%

West Seattle Pipeline 22%

Des Moines Way Pipeline 100%

Military Road Feeder 100%

East Marginal Way Feeder 100%

Wholesale Customers served by the Southwest Subregional Facilities shall pay a uniform rate
to recover the costs from the Southwest Subregional Cost Pool allocated to the Wholesale
Customers. This rate shall apply to every unit of water delivered to a Wholesale Customer
served by Southwest Subregional Facilities without regard to the specific location at which that
water was delivered. Actual costs and actual revenues for the Southwest Sub-region shall be
trued up in a manner consistent with Section IV.H.

I11.  Renton Subregion
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A. List of Renton Subregional Facilities

The 12-inch pipelines, from the outlets off the CRPLs I, 2, and 3 up to the south wall of the SPU
meter vaults in Logan Avenue South.

B. Allocation of Costs in the Renton Subregional Cost Pool

In each year, the cost of all Renton Subregional Facilities shall be allocated to the Wholesale
Customer(s) served by the Renton Subregional Facilities as may be identified in Exhibit 1.

The Wholesale Customer(s) served by the Renton Subregional Facilities shall pay either a rate
established by Seattle or a lump sum, to recover the costs allocated to the Renton Subregional Cost
Pool. The rate shall apply to every unit of water delivered to Wholesale Customer(s) served by the
Renton Subregional Facilities. The parties may agree to a payment agreement for a lump sum
pursuant to Section VIIL.A.
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EXHIBIT VIII

INDEX O&M COST CATEGORIES

The following cost categories as may be amended further from time to time, that capture the portion
of O&M Costs to support Seattle Regional Water Supply System only shall be used as the Index
O&M Costs in the Existing Regional System, New Supply and New Transmission Cost Pools.

1. Existing Regional System Cost Pool

o Cedar, Tolt, and Lake Youngs Watersheds, including but not limited to
= [Infrastructure and land: buildings, equipment, pipelines, security, roads,
bridges, communication, IT
= Forest management, ecological management including ecological thinning net
of timber sales revenue
= Dam safety
= Limnology
= Costs to comply with external requirements such as those imposed by
Ecology, Tribes, FERC
= Management of the public, Patrols, Recreation
= Fire Protection including Wildland Fire Teams
o Transmission
= [Infrastructure and land: buildings, equipment, pipelines, security, roads,
bridges, communication, IT, for the Pipelines, reservoirs, pump stations,
major valve structures, and other transmission facilities as listed in Exhibit V11
=  Vegetation Management
= Litter and vehicle removal
= Property costs including Fire Protection, permits, easements, and franchise
fees
o Treatment
= [Infrastructure and land: buildings, equipment, pipelines, security, roads,
bridges, communication, IT
e Cedar Treatment Plant
e Tolt Filtration Facility
e Landsburg Treatment Facility
e Other treatment in the Seattle Regional Water Supply System
= Water Quality Testing for tests described in Section I1.D.6.
o Regional planning
= Water rights
= Climate as it pertains to water supply or infrastructure in the Seattle Regional
Water Supply System

2. New Supply Cost Pool
o The Regional Water Conservation Program
o Operating Board expenses, if allocated
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3. New Transmission Cost Pool
o [Reserved]
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EXHIBIT IX

STRANDED AND AVOIDED COSTS

1. General Provisions

Within 30 days of receipt of a Notice to reduce or terminate Water Utility’s Purchase Commitment
under Section 11.B.5.a, Seattle shall send a written notice to Water Utility, with a copy to the
Operating Board, defining the amount of the reduction or termination that results in aggregate Water
Utility reductions under this Contract that is in excess of the Water Utility’s total Automatically
Allowed Reduction, and providing an annual schedule of the Preliminary Net Stranded Cost, or
Preliminary Net Billing Credit, if applicable, calculated pursuant to the methodology in Section 2
below using the available documented information as of the time of the Notice. If any reduction by
Water Utility results in it having aggregate reductions greater than 5% of the average purchases from
Seattle for the most recent five years but less than or equal to its Automatically Allowed Reduction,
the Stranded Cost for the portion above 5% will be paid by Seattle, through annual Stranded Cost
payments as calculated below. Note: This basis for Seattle payments will apply both to Regional
Stranded Cost calculations and to Subregional Stranded Cost calculations, as further defined below.

On or before 180 days prior to the effective date of the Notice under Section 11.B.5.b, Seattle shall
send a written notice to Water Utility, with a copy to the Operating Board, providing a revised
schedule of the Final Net Stranded Cost, or Final Net Billing Credit, if applicable, calculation
pursuant to the methodology in Section 2 below using the available documented information as of
180 days prior to the effective date of the Notice under Section I1.B.5.b which may reflect appropriate
adjustments for changed circumstances during the Notice Period, as well as a calculation of any
Stranded Cost obligation to be met by Seattle, as defined above.

The Final Net Stranded Cost, or Final Net Billing Credit, if applicable, will be the payment, or credit,
if applicable, required pursuant to Section I1.B.5.c. Water Utility will pay the Final Net Stranded
Cost, or agree to a schedule of payments with equivalent discounted present value, or receive the
Final Net Billing Credit, if applicable, on or before the effective date of the Notice under Section
11.B.5.b.

If Water Utility is reducing its Purchase Commitment and will remain a Wholesale Customer, the
parties may mutually agree to a payment schedule agreement to pay the Final Net Stranded Cost
pursuant to Section VII.A of the Contract.

For rate smoothing or financial performance purposes, Seattle, in consultation with the Operating
Board, may select which cost pool the revenues are applied to and whether or not to delay revenue
recognition to future years.

In the event that Seattle acquires a new wholesale customer or a new block wholesale customer, or
extends the size of the block contract to Cascade Water Alliance or other existing block wholesale
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customer, these new regional sales will reduce prior demand reductions that are subject to Stranded
Costs as follows: i) adjustments to prior reductions will be effective for all remaining years of the
Contract, beginning with the first year of the new sales; ii) new customer sales or additional block
sales amounts will be assigned to past Wholesale Customer demand reductions in order of their
effective dates; iii) if the new sales amount is greater than the size of the first-in-time prior demand
reduction, the remainder will be applied to the next-in-time demand reduction, and so on until either
the new sales amount is exhausted or all prior reductions have been reduced to zero. In such cases,
the schedule(s) of Water Utility’s Annual Stranded Costs for remaining years will be reduced
proportionately or entirely as the case may be, and Water Utility will pay the reduced amount from
that year forward or, if it has made a prior payment in excess of its Annual Stranded Costs, it will
receive a credit of equivalent present value.

2. Stranded and Avoided Cost Methodology

A. Annual Regional Stranded Costs and Annual Regional Avoided Costs: Seattle will first
calculate Annual Regional Stranded Costs, and Annual Regional Avoided Costs, if applicable, for
each year beginning with the first year Water Utility’s reduction or termination of its Purchase
Commitment is effective through the last year of the current Contract term using the formula
below. Seattle will use the most up to date and available documented information from its then
current Water System Plan, or annual plans and statements including financial and accounting
statements, official demand forecasts, etc. for all the projections required in the methodology i) as
of the date of the Notice for the Preliminary Net Stranded Costs, or Preliminary Net Billing Credit,
if applicable; and ii) as of 180 days prior to the effective date of the Notice for the Final Net
Stranded Costs or Final Net Billing Credit, if applicable.
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Annual Regional Stranded Costs for Year X = [DEP + NBV*RORI + FOC] * Share

where:

DEP - the projected annual depreciation for the Regional Facilities as of the effective
date of the Notice of the reduction or termination of Water Utility’s Purchase
Commitment for year X,

NBYV - the projected Net Book Value of the Regional Facilities as of the effective date
of the Notice of the reduction or termination of Water Utility’s Purchase Commitment
for year X,

RORI - the Rate of Return on Investment in effect at the time of the calculation
(remains constant for all years),

FOC - the projected fixed portion of the Annual O&M Costs for year X, calculated
as the Annual O&M Costs for the first year after the Effective Date (“year 17) (i.e.
Annual O&M Costs in year 1 * 90% , which represents a deduction of an agreed upon
amount for variable operations costs that are reduced in proportion to Water Utility’s
reduction or termination and therefore not included as Stranded Costs in the
methodology), and escalated at 2.5% per year for each of the remaining years’
calculations through year X.

Share - the amount of Water Utility’s reduction or termination in excess of its
Automatically Allowed Reduction, divided by the projected total Wholesale
Customer demand for year X, multiplied by the total Wholesale Customer share of
revenue requirements for year X (i.e. (Firm yield — block contract demand)/Firm
yield). For this calculation, block demand priced at Wholesale Customer rates shall
be considered Wholesale Customer demand.

Annual Regional Avoided Costs for Year X = [DSN + NOC] * NSS

where:

DSN - The projected annual debt service payment for year X of 30-year debt at the
then current Seattle Average Cost of Debt to finance the full cost of any New Supply
Facility deferred by the reduction or termination, based on the then most current
Seattle Water System Plan,

NOC — The projected operations cost for year X for the SPU New Supply Facility,
escalated at 2.5% per year from the first year through the end of the contract period,
and

NSS - The New Supply Share, defined as the ratio of the Water Utility's reduction in
demand divided by the projected design capacity of the deferred New Supply Facility,
as measured by average daily demand (ADD).

B. Annual Subregional Stranded Costs: If Water Utility is served by Subregional Facilities,
Seattle will calculate Annual Subregional Stranded Costs for each year beginning with the first year
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Water Utility’s reduction or termination of its Purchase Commitment is effective through the last
year of the Contract term using the formula below.

Annual Subregional Stranded Costs for Year X = [SRDEP + SRNBV*RORI + SRFOC] *

SRShare

where:
[ ]
[ ]

SRDEP - the projected annual depreciation for the Subregional Facilities for year X
SRNBY - the projected Net Book Value of the Subregional Facilities for year X,
RORI - the Rate of Return on Investment in effect at the time of the calculation
(remains constant for all years),

SRFOC - the projected fixed portion of the Annual O&M Costs for year X, calculated
as the Annual O&M Costs for the first year after the Effective Date (“year 17) (i.e.
Annual O&M Costs in year 1 * 90% , which represents a deduction of an agreed upon
amount for variable operations costs that are reduced in proportion to Water Utility’s
reduction or termination and therefore not included in the methodology), and
escalated at 2.5% per year for each of the remaining years’ calculations through year
X.

SRShare - the amount of Water Utility’s reduction or termination divided by the
projected total Subregional demand for year X in the relevant subregion.

C. Totaling the Stranded Costs or Avoided Costs for all years: Seattle will then calculate the
Net Stranded Costs or Net Billing Credit, if applicable, as follows by discounting each year of Annual
Regional Stranded Costs and Annual Regional Avoided Costs (except year 1) and Annual
Subregional Stranded Costs (if any, and except year 1) to its present value and then adding the first
year and each of the discounted remaining years of the Annual Regional Stranded Costs; and
subtracting first year and each of the discounted remaining years of the Annual Avoided Costs, if
applicable; and adding the first year and each of the discounted remaining years of the Annual
Subregional Stranded Costs, if any. If the difference is positive, a total Final Net Stranded Cost
Payment is due from Water Utility and will reflect any applicable offset from Annual Avoided Costs.
If the difference is negative, a total Final Net Billing Credit will be due from Seattle to Water Utility.

Net Stranded Cost (or Net Billing Credit if negative) =

Annual Regional Stranded Cost(1) — Annual Regional Avoided Cost(1) + Annual
Subregional Stranded Cost(1) +

[Annual Regional Stranded Cost (2) — Annual Regional Avoided Cost (2)+ Annual
Subregional Stranded cost (2)]*Discount Factor(2) +

...calculated for each year from 3 to n (see lllustrative Example of Annual Stranded &
Avoided Cost Calculation)... +
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[Annual Regional Stranded Cost(n) -Annual Regional Avoided Cost(n) + Annual
Stranded Subregional Cost(n), if applicable]*Discount Factor(n)

where:

Annual Regional Stranded Cost(1) — the Annual Regional Stranded Cost in the first
year the reduction or termination is in effect,

Annual Regional Avoided Cost(1) — the Annual Avoided Cost in the first year the
reduction or termination is in effect,

Annual Subregional Stranded Cost(1) — the Annual Subregional Stranded Cost in the
first year the reduction or termination is in effect,

Annual Regional Stranded Cost(2) - the Annual Regional Stranded Cost in the second
year the reduction or termination is in effect,

Annual Regional Avoided Cost(2) — the Annual Avoided Cost in the second year the
reduction or termination is in effect,

Annual Subregional Stranded Cost(2) — the Annual Subregional Stranded Cost in the
second year the reduction or termination is in effect,

Discount Factor(2) - the factor for discounting costs in the second year by one year,
deemed to be the Annual O&M Cost escalation plus 2.5%.

Annual Regional Stranded Cost(n) - the Annual Regional Stranded Cost in the last
year of the Contract term, deemed to be the Annual O&M Cost escalation plus 2.5%,
Annual Regional Avoided Cost(n) - the Avoided Cost in the last year of the Contract
term,

Annual Subregional Stranded Cost(n) - the Annual Subregional Stranded Cost in the
last year of the Contract term, and

Discount Factor(n) is the multiplied factor for discounting costs in the last year of the
Contract term back to the first year the reduction is in effect, deemed to be the Annual
O&M Cost escalation plus 2.5% per year, with the calculation including each of the
years of the Contract term.
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Ilustrative Example of Annual Stranded & Avoided Cost Calculation:
Reduction of 1.0 mgd (Million Gallons/Day) of Demand, not in a Subregion

Annual Cost for 1 Year (2030)

2055)

Projected Annual Depreciation $22 M
Projected Net Book Value $400 M
RORI 6.0%
Total Annual Capital Costs $22 M + ($400M*6%) = $46 M $46 M
Projected Annual O&M Cost in Year 1 $60 M
Projected Fixed Operations Costs (FOC) in Year 1 $60 M*.90 $54 M1
Total Annual Regional System Cost $46 M + $54 M = $100 M $100 M
Share of Annual Cost Associated with Reduction
Regional System Firm Yield 172 mgd
Block Contracts Portion of Firm Yield2 34.4 mgd
Wholesale Customer plus Cascade Supplemental Block o
Share of Annual Revenue Requirements® (172 -34.4)/172 mgd = 80%
Wholesale Customer Forecasted Demand plus Cascade
100 mgd
Supplemental Block
Water Utility’s Reduction 1 mgd
Water Utility’s Share of Wholesale Customer plus
Cascade Supplemental Block Demand associated with 80% * (1.0/100) = 0.80% 0.80%
Reduction
Annual Stranded Cost
Water Utility’s Share = Annual Stranded Cost (2030) 0.80% * $100 M = $800,000 $800,000
Annual Regional Avoided Cost, New Supply (beginning 2055)
New Supply Facility (2055 Cost) $600 M
New Supply Facility Financing 30 years, 4% interest => $34.7 M/yr
New Supply Facility O&M Cost in 2055 $8.5 M*
New System Supply Capacity 24 mgd
Water Utility's Avoided Supply Share (beginning in (1.0/24.0)%($34.7 M + $8.5 M)=$1.80M | $1,800,000

1 Each Year X after Year 1, the projected FOC will be escalated at 2.5%.
2 As of the Effective Date of this Contract, includes Cascade (Base Block only, not Supplemental Block) and Northshore
Utility District block contract demand in each Year X at the full amount of their Blocks.
3 Cascade’s Supplemental Block is priced at the same regional rate paid by Wholesale Customers and is therefore
included with Wholesale Customer demand at its full Supplemental Block size.
4 Each Year X after 2055, the projected NOC will be escalated at 2.5%.
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Total Present Value of Annual Stranded Costs and Avoided Costs for a 1.0 mgd (Million

Gallons/Day) Reduction Beginning in 2030, Reducing New Supply Needs in 2055

11033694.1 - 358829 - 0098

Annual Annual Annual Net PV of Stranded
Year Stranded Cost | Avoided Cost Cost o Credit & Avoided Costs
(S000) ($000) ($000)
2030 $800 S0 $800 $800
2031 $796 S0 $796 $758
2032 $792 $0 $792 $718
2033 $788 S0 $788 $681
2034 5784 $0 5784 $645
2035 $780 $0 $780 $611
2036 $776 $0 $776 $579
2037 $772 $0 $772 $549
2038 5768 $0 5768 $520
2039 $764 $0 5764 $492
2040 $760 $0 $760 $467
2041 5768 $0 5768 $449
2042 $776 $0 $776 $432
2043 $784 S0 $784 $416
2044 $792 S0 $792 $400
2045 $800 S0 $800 $385
2046 $808 S0 $808 $370
2047 $816 S0 5816 $356
2048 $824 S0 $824 $342
2049 $832 S0 $832 $329
2050 $840 S0 $840 $317
2051 $850 S0 $850 $305
2052 $860 $0 $860 $294
2053 $870 $0 $870 $283
2054 5880 $0 $880 $273
2055 $890 $1,800 ($910) ($269)
2056 $900 $1,809 ($909) ($256)
2057 $910 $1,818 ($908) ($243)
2058 $920 $1,827 ($907) ($231)
2059 $930 $1,837 ($907) ($220)
2060 $940 $1,846 ($906) ($210)
2061 $950 $1,856 ($906) ($200)
Total Net Stranded Cost $10,143
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Regina Carpenter
SPU Wholesale Water Contract Amendment SUM
Dilc

SUMMARY and FISCAL NOTE

Department: Dept. Contact: CBO Contact:

Seattle Public Utilities Terri Gregg Akshay lyengar

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE relating to Seattle Public Utilities; authorizing the General
Manager/Chief Executive Officer of Seattle Public Utilities to execute the First Amended and
Restated Contract between The City of Seattle and its long-term, full and partial requirements
contract holders for the supply of water; authorizing the withdrawal of funds from the Water
Fund Revenue Stabilization Subfund; providing budget authority to use such funds to provide
payments to Water Utilities as required under the proposed contracts; amending Ordinance
127156, which adopted the 2025 Budget, including the 2025-2030 Capital Improvement
Program; changing appropriations to various departments and budget control levels, and from
various funds in the Budget; imposing a proviso; and ratifying and confirming certain prior acts;
all by a 3/4 vote of the City Council.

Summary and Background of the Legislation:

Seattle Public Utilities serves 16 cities and water districts under long term wholesale water
contracts signed in 2001 and 2011. These contracts have periodic reopeners to amend certain
portions of the contracts, with the current reopener period concluding in 2025.

SPU has completed negotiations with its full and partial requirements contract holders who have
agreed to amendments which provide certainty for future water planning through automatic
extensions every 10 years. The amendments include stranded cost protections that provide
reimbursements by customers if they choose to leave the system when supply is plentiful, and
incentives if they leave at a point in the future when the region needs additional supply.
Additionally, the contracts were updated to increase flexibility, to respond to changes in the bond
market and SPU’s financial systems, and to expand authority for the joint Seattle-customer
Operating Board over contract administration.

The updated contract is anticipated to result in slightly higher revenues beginning in 2027, once
new water rates are adopted. However, the larger impact in the near term is the mechanism used
to return past overpayments. Under the current contracts, the $27 million in overpayments that
have accumulated primarily since 2018 would be returned in the form of lower rates over 2027-
2029.

The amended contract would instead return these as a direct payment in 2025 or 2026, with the
timing dependent on when all the customers have signed the amendment. This legislation
requests budget authority for 2025, with carry forward to 2026 if unspent in 2025. The direct
payment has two advantages: the earlier return to customers avoids accrual of additional interest
to be paid be Seattle, and the ability to match the payment with a withdrawal from the Water
Fund Revenue Stabilization Subfund (RSF) which itself represents past overpayments.

Template last revised: December 9, 2024
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Regina Carpenter

SPU Wholesale Water Contract Amendment SUM

Dilc

‘ 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 have financial impacts to the City? X Yes [] No
Expenditure Change ($); 2025 2026 est. 2027 est. 2028 est. 2029 est.
General Fund - - - - -
Expenditure Change ($); 2025 2026 est. 2027 est. 2028 est. 2029 est.
Other Funds 27,000,000 - - - -
Revenue Change ($); 2025 2026 est. 2027 est. 2028 est. 2029 est.
General Fund - - - -
Revenue Change ($); 2025 2026 est. 2027 est. 2028 est. 2029 est.
Other Funds - - 10,000,000 | 10,000,000 | 10,000,000

. 2025 2026 est. 2027 est. 2028 est. 2029 est.
Number of Positions

2025 2026 est. 2027 est. 2028 est. 2029 est.

Total FTE Change

The timing of the expenditure is dependent on when the last of the 16 wholesale water customers
sign the amended contract, which could occur in either 2025 or 2026. Also, because the contracts
require the payment to be made within 60 days of signing, the expenditure cannot simply be

delayed until 2026.

| 3.a. Appropriations

X This legislation adds, changes, or deletes appropriations.

Template last revised: December 9, 2024

2025/ 2026 Estimated
Budget Control Level Appropriation Appropriation
Fund Name and Number| Dept Name/Number Change Change
Water Fund (43000) Seattle General Expense (BO- $27,000,000
Public SU-NO000B)
Utilities
TOTAL $27,000,000
2
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Appropriations Notes: The timing of the expenditure is dependent on when the last of the 16
wholesale water customers sign the amended contract, and this may occur in either 2025 or
2026. Also, because the contracts require the payment to be made within 60 days of signing, it
cannot simply be delayed until 2026.

| 3.b. Revenues/Reimbursements |

] This legislation adds, changes, or deletes revenues or reimbursements.

Revenue/Reimbursement Notes: Changes in revenues will occur in 2027 and later as shown in
the Financial Implications table.

| 3.c. Positions |

] This legislation adds, changes, or deletes positions.

| 3.d. Other Impacts \

Does the legislation have other financial impacts to The City of Seattle, including direct or
indirect, one-time or ongoing costs, that are not included in Sections 3.a through 3.c? If so,
please describe these financial impacts.

All the impacts are described in the summary and shown in Financial Implications table.
Specifically, they are:

1. The direct return to customers of up to $27M in past overpayments as an expense in 2025
or 2026. The exact amount will be determined by our financial auditor’s final wholesale
water cost allocated report for 2024, which is currently in progress.

The slightly higher revenues beginning in 2027 once new rates are adopted ($200k/year)
3. The avoided impact of the return of the overpayment on revenues in 2027-2029

($9.8M/year for three years).

4. The RSF withdrawal to Water Fund operating cash (amount corresponds to the payment
in item 1), which would decrease the 2025 year-end RSF balance from $54.1M to
$27.1M. This is above the required balance of $9.0M.

N

If the legislation has costs, but they can be absorbed within existing operations, please
describe how those costs can be absorbed. The description should clearly describe if the
absorbed costs are achievable because the department had excess resources within their
existing budget or if by absorbing these costs the department is deprioritizing other work
that would have used these resources.

There are no additional costs.

Please describe any financial costs or other impacts of not implementing the legislation.
The impact of not implementing the legislation would be loss of goodwill with wholesale
customers that we have negotiated with for 5 years. Seattle would also be giving up on the hard-
won stranded cost provisions that are being significantly strengthened by the amendment.

Template last revised: December 9, 2024
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Please describe how this legislation may affect any City departments other than the
originating department.
None

| 4. OTHER IMPLICATIONS

a. Isapublic hearing required for this legislation? No

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

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

d. Please describe any perceived implication for the principles of the Race and Social
Justice Initiative.

I.  How does this legislation impact vulnerable or historically disadvantaged
communities? How did you arrive at this conclusion? In your response please
consider impacts within City government (employees, internal programs) as well
as in the broader community. The impact on communities is handled by retail rates
and policies within each of the wholesale water customers’ service areas. It is not
affected by this contract amendment.

ii.  Please attach any Racial Equity Toolkits or other racial equity analyses in the
development and/or assessment of the legislation. N/A

iii.  What is the Language Access Plan for any communications to the public? This is
a contract between governmental agencies so there is no direct communication with
the public.

e. Climate Change Implications

I.  Emissions: How is this legislation likely to increase or decrease carbon emissions
in a material way? Please attach any studies or other materials that were used to
inform this response. It is not likely to impact carbon emissions.

ii.  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. This legislation includes stranded cost
provisions, which ensures additional regional water supplies are developed when
needed, but not before. This potentially improves resiliency and impacts on the
environment.

Template last revised: December 9, 2024
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f. 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)? What mechanisms will be used
to measure progress towards meeting those goals? N/A

g. Does this legislation create a non-utility CIP project that involves a shared financial
commitment with a non-City partner agency or organization? No

| 5. ATTACHMENTS

Summary Attachments: None

Template last revised: December 9, 2024
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Agenda and Purpose

* Overview of SPU wholesale water supply contracts

* Background on Full and Partial water supply contracts
e Details on major changes to contract

* Next steps

P Seattle Public Utilities @D City Of Seaﬂ'@
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Wholesale Water Supply Contacts - Background

* Full and Partial contracts (signed 2002—-2011) include a
provision allowing for an every 20-year re-opener

* First reopener began in 2020

¢ 2020-2025 — Multiple meetings, workshops and negotiation
sessions with all 16 Full and Partial contract holders

e 2nd quarter 2025 — Concluded negotiation sessions

* End of 2025/early 2026 — Goal is to have all 16 contracts signed
or amended through the contract provision which allows for
Seattle to make limited amendments without mutual
agreement

4 Seattle Public Utilities @D City Of Seat%



Intent of Contract Amendment

* Administrative and organizational
e Update out-of-date or unclear provisions
» Establish language and application consistency
* Reorganize sections so similar items are together

* Update major substantive provisions
e Future contract extensions
e Stranded cost protections and potential future billing credits

e Update financial provisions to meet current conditions

) Seattle Public Utilities @D City Of Seaﬂ'@



Highlights to Contract Amendment
Contract Term and Stranded Cost

* Contract Term

e Automatic 10-year extensions with SPU supply commitment:
* Allowing customers to plan long-term
e Securing Seattle's planning process
* Providing continually long-term contracts beneficial for bond ratings

e Purchase Commitment

* Main goal - stranded cost protection for both wholesale customers and
Seattle

 Stranded cost to be paid for any reduction over 5%

* Billing Credits for timely independent supplies if growth or climate
change diminish the system’s surplus

Seattle Public Utilities @D City Of Seat%



Contract Amendment - Financial

* Increased flexibility for cost allocation is expected to result in a more
complete cost recovery

* Changes to how overpayments (which occur when wholesale rate
payments are more than actual costs in a given time period) are
returned

e Contracts will now have the option for direct payment annually rather than
applying overpayments to rates in future years, reducing interest paid by
Seattle

* Return of $27M in cumulative overpayments since 2018 via direct
payment to occur after contract signing - legislation includes:
e Budget authority for these payments

e Authority for matching withdrawal from Water Fund Revenue Stabilization
Fund

Seattle Public Utilities @D City Of Seat%



Next Steps

* September 10 — Consideration
and possible vote

e September 16 — Full Council
consideration

e December 31, 2025 — Goal for all
contracts to be signed or
amended

Seattle Public Utilities
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Legislation Text

File #: CB 121037, Version: 1

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE relating to Seattle Public Utilities; updating side sewer regulations to conform to current
standards, clarify existing requirements, allow side sewer fees to be created by Director’s Rule, and
update definitions; renumbering existing subsections 21.16.240.B and 21.16.240.C of the Seattle
Municipal Code as Section 21.16.241 and further amending the section; amending Sections 21.16.030,
21.16.040, 21.16.070, 21.16.077, 21.16.140, 21.16.240, and 21.16.270 of the Seattle Municipal Code;
renumbering existing and repealing Sections 21.16.071 and 21.16.350 of the Seattle Municipal Code;
and ratifying and confirming certain prior acts.

WHEREAS, the purpose of The City of Seattle’s Side Sewer Code is to promote the health, safety and welfare
in relation to side sewers and general sewer discharges to the public utility, and

WHEREAS, the Side Sewer Code has not been substantively revised since 2010; and

WHEREAS, the existing Side Sewer Code requires updating to reflect current permitting and construction
practices, NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Section 21.16.030 of the Seattle Municipal Code, last amended by Ordinance 124919, is
amended as follows:

21.16.030 Definitions((s))

((Werds-and-phrases)) As used in this Chapter 21.16, unless ((the-same-shall-be)) contrary to or inconsistent

with the context((;-shall-mean-asfollows)) :

% %k ok
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"Director of Seattle Public Utilities" ((means-the-Director-ofSeatte Public Utilitiesthe Director'sdesignee;or
employees-of-Seattle Publie Utilities-)) means the General Manager and Chief Executive Officer of Seattle

Public Utilities of the City of Seattle or the designee of the General Manager and Chief Executive Officer of

Seattle Public Utilities, who may be employees of that department or another City department.

"Director of the Seattle Department of Construction and Inspections' means the Director of the Seattle

Department of Construction and Inspections or the Director's designee.

k %k ok

"Registered side sewer contractor" means a person approved and registered by the Director of ((the

Seattle Department-of ConstructionandInspeetions)) Seattle Public Utilities to construct or repair side sewers.
"Responsible party" means ((aH-efthefolowingpersons)): (1) Owners, operators, and occupants of

property; and (2) Any person causing or contributing to a violation of the provisions of this Chapter 21.16.

* %k 3k

Section 2. Section 21.16.040 of the Seattle Municipal Code, last amended by Ordinance 124919, is
amended as follows:

21.16.040 Connection or abandonment of side sewers((z))

A. Wastewater ((Stde-Sewer-Conneetions)) side sewer connections. The owner or occupant of any
lands, premises, or habitable structures shall connect all buildings, habitable structures, sanitary plumbing
outlets, and other sources of polluted water located thereon, unless exempt under subsection 21.16.040.C, with
the nearest accessible sanitary sewer or combined sewer, whenever such sewer is located within 300 feet of the
closest point of the building, habitable structure, sanitary plumbing outlet, or source of polluted water. ((Exeept

n-conjunection-with-activity requiringa-development permitthe)) The Director of Seattle Public Utilities shall

determine whether a sanitary sewer or combined sewer is accessible and whether the connection shall be made

by a side sewer or by an extension of the public sewer system. ((In-conjunetion-with-activity requiringa

SEATTLE CITY COUNCIL Page 2 of 13 Printed on 8/11/2025
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B. Service ((Prain-Cenneetions)) drain connections. Connections of service drains to combined sewers

or public storm drains shall meet the requirements specified in Chapters 22.800 through 22.808.

C. Exemptions from ((Cenneetion)) connection. In conjunction with activity requiring a development
permit, the Director of the Seattle Department of Construction and Inspections, after consulting with the
Director of Seattle Public Utilities, may exempt any otherwise accessible developed property from connecting
to the public sewer system; and except in conjunction with activity requiring a development permit the Director
of Seattle Public Utilities may exempt any otherwise accessible developed property from connecting to the
public sewer system((-providedinall-casesthat the followingconditions-are-met)) if’

1. The owner or occupant has agreed to pay to the City a charge in an amount equal to the charge
that would be made for sewer service if the property were connected to the sewer system, which amount shall
be paid and collected at the times and in the manner provided by ordinance for the payment and collection of
sewer service charges; and

2. The Director of Seattle Public Utilities has waived the requirement as provided in subsection
21.16.040.A that properties within 300 feet of a sanitary sewer or combined sewer must connect to that sewer;
and

3. The property has a currently functioning on-site sewage disposal system as determined by the
Director of Health.

The exemption will remain in effect until the on-site sewer system fails, or the property is sold or
otherwise transferred, or the owner or occupant fails to timely pay the charges referred to in subsection
21.16.040.C.1, whichever occurs first, at which time the property shall be connected to the public sewer system

as required in subsection 21.16.040.A.

SEATTLE CITY COUNCIL Page 3 of 13 Printed on 8/11/2025
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D. Abandonment of ((Stde-Sewers)) side sewers. Whenever a side sewer is abandoned, the owner or
occupant shall secure a permit from the Director of Seattle Public Utilities to cap the side sewer.

Section 3. Section 21.16.070 of the Seattle Municipal Code, last amended by Ordinance 123494, is
amended as follows:

21.16.070 Permit and fee required for connection and repairs((:))

A. It is unlawful to connect any property or premises to a sanitary or combined sewer, or storm drain, ((
as-definedin-Seetion21-16-030;)) or to construct or to make repairs, alterations, additions to, or to abandon,
remove, or cap any side sewer or service drain connecting to the sanitary or combined sewer, or storm drain,
without first applying for and securing a permit for such work from the Director of Seattle Public Utilities and

without first paying the fee as prescribed ((in-Seetten2+16-07+)) by Director’s Rule. This requirement shall

apply to all property, including that of the United States of America, the State of Washington, and any political
subdivisions thereof.

B. When an existing structure is removed from a site and a new structure is constructed, a side sewer
permit is required to connect the new structure to the public sewer system or approved outlet.

C. Unless an emergency exists, as determined by the Director of Seattle Public Utilities, a side sewer
permit must be obtained from the Director of Seattle Public Utilities before any work may be started on a side
sewer located within areas served by the City's sewer and drainage infrastructure, either on private property or
within a public place.

D. No work shall be performed on a side sewer other than that work provided for in the permit or any
revised permit issued by the Director of Seattle Public Utilities. If additional work is necessary, the Director
may require a permit revision, an additional permit, and/or additional fees.

Section 4. Section 21.16.071 of the Seattle Municipal Code, last amended by Ordinance 124919, is

repealed:
SEATTLE CITY COUNCIL Page 4 of 13 Printed on 8/11/2025
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Section 5. Section 21.16.077 of the Seattle Municipal Code, last amended by Ordinance 124919, is

amended as follows:
21.16.077 Refund of sewer permit fees((s))

A. Applicants may request a refund of fees, less any administrative costs incurred by Seattle Public
Utilities ((er-the-Seattle Department-of- Constructionand-Inspeetions)) up to the date of the refund request, at
any time prior to any work or inspections occurring. Starting work signifies a use of the rights granted by the

permit and thus the loss of a right to request a refund.
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B. ((Net-withstanding)) Notwithstanding the conditions of subsection 21.16.077.A, side sewer repair

permits are not eligible for refunds.
Section 6. Section 21.16.140 of the Seattle Municipal Code, last amended by Ordinance 123494, is
amended as follows:

21.16.140 Inspections((s))

* %k 3k

D. The inspection shall include a test in the presence of the Director of Seattle Public Utilities to

determine that the side sewer is of tight construction and does not allow infiltration or exfiltration of water.

Specifications for such a test shall be included in ((the-rwles-andregulationsreferredto-inSeetion21-16350)) a

Director’s Rule.

Section 7. Section 21.16.240 of the Seattle Municipal Code, last amended by Ordinance 123494, is

amended as follows:

21.16.240 Use of existing side sewer((s)) - Permission

((A=)) The Director of Seattle Public Utilities may approve the use of an existing side sewer for a new or
converted building or dwelling unit ((previded)) if the permit application meets all requirements of this ((
chapter)) Chapter 21.16 and the permit applicant:

((&)) A. Submits to the Director of Seattle Public Utilities an evaluation prepared and certified by a
licensed professional engineer that the existing side sewer from the public sewer main to the new or converted
buildings or dwelling units:

((ayhas)) 1. Has passed a pressure test per City standards; and
((b)s)) 2. Is in a condition and has the capacity to serve the existing and proposed connections.
Other existing side sewer lines connected to the evaluated and certified line are not subject to this

evaluation and certification requirement; or
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((%)) B. Rehabilitates or replaces the existing side sewer from the public sewer main to the new or
converted buildings or dwelling units requiring a side sewer connection. The permit applicant shall submit to
the Director of Seattle Public Utilities a plan for such rehabilitation or replacement. A licensed professional
engineer shall certify to the Director of Seattle Public Utilities that:

((8))) 1. The existing side sewer pipe has passed a pressure test or has been rehabilitated so that
pipe joints are water-tight;

((B))) 2. The side sewer rehabilitation complies with accepted industry practices; and

((¢))) 3. The rehabilitated side sewer is in a condition and has the capacity to serve the existing
and proposed connections.

Other existing side sewer lines connected to the rehabilitated or replaced line are not subject to
rehabilitation or replacement or certification.

21.16.241 Use of existing side sewer - Number of buildings or dwelling units

((B-)) A. If the number of buildings or dwelling units using an existing side sewer does not increase, in
lieu of meeting the requirements of ((Seettonr)) subsection 21.16.240.A, the permit applicant may instead elect
to comply with the requirements of ((Seetier)) subsection 21.16.250.B.

((&)) B. If the number of buildings or dwelling units using an existing side sewer increases, the permit
applicant shall:

1. At least 30 days prior to the permit application date, ((the-permit-appheantshall)) notify all
other owners of properties served by the existing side sewer that a side sewer permit to connect to the existing
side sewer is being sought. Notification shall be by certified mail, return-receipt requested, on a form approved
by the Director of Seattle Public Utilities, to the street address of all properties served by the existing side sewer

and mailing address of taxpayers of the same properties as recorded with the office of the King County ((

Department-of Records-and-Eleetions)) Recorder’s Office; and

2. Attest on a form approved by the Director of Seattle Public Utilities that notice was mailed.

SEATTLE CITY COUNCIL Page 9 of 13 Printed on 8/11/2025
powered by Legistar™ 627


http://www.legistar.com/

File #: CB 121037, Version: 1

The permit applicant shall submit the signed attest form with a copy of the notice to the Director of Seattle
Public Utilities before a permit is issued.

Section 8. Section 21.16.250 of the Seattle Municipal Code, last amended by Ordinance 123494, is
amended as follows:

21.16.250 Easements and agreements((s))

A. Before a new side sewer may be located on property other than the property being served by the new
side sewer, and before the Director of Seattle Public Utilities ((shal)) issues a side sewer permit, the owner of
the new side sewer ((shall)) must secure a written easement from the owner of the property to be crossed. The
easement shall be acknowledged((;)) and ((shal)) grant the right to occupy the property for side sewer or utility
purposes. The easement shall be recorded with the ((efftee-ofthe)) King County ((Pepartment-efRecords-and

Eleetions)) Recorder’s Office, and the permit applicant shall provide a copy of the recorded easement to the

Director of Seattle Public Utilities before a permit is issued.

B. Notwithstanding the requirements in Section 21.16.230, before the Director of Seattle Public Utilities
may issue a side sewer permit authorizing a connection to an existing or new side sewer used by another
building or dwelling unit, an instrument ((whteh)) that identifies all properties served by the shared side sewer
and that saves harmless and indemnifies the City from any damage or injury resulting from the installation,
operation, and maintenance of the shared side sewer must be executed by the property owners of the new or
converted buildings or dwelling units. The Director of Seattle Public Utilities shall approve the form of the

instrument. The instrument shall be recorded with the King County ((Pepartment-efRecords-and-Eleetions))

Recorder’s Office against all properties identified on the permit application. The permit applicant ((shal)) must

provide a copy of the recorded instrument to the Director of Seattle Public Utilities before a permit is issued.

C. Before the Director of Seattle Public Utilities may issue a side sewer permit authorizing a side sewer

line to serve more than one ((rew-buildingor-dwelingunit)) property, a joint use and maintenance agreement

((shal)) must be executed by owners of all properties that will be subject to the approved side sewer permit.
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The instrument shall be recorded with the King County ((Pepartment-efRecords-and-Eleetions)) Recorder’s

Office against all properties identified in the permit application. The permit applicant ((shal)) must provide a
copy of the recorded instrument to the Director of Seattle Public Utilities before a permit is issued.

D. No property owner may construct a new or modify an existing structure over a public sewer or storm
drain.

E. Notwithstanding the prohibition in subsection 21.16.250.D ((efthis-seetion)), the Director of Seattle
Public Utilities may grant a variance to permit construction over a public sewer or storm drain((;-previded-that))
if the property owner:

1. Demonstrates to the satisfaction of the Director that there is no other feasible alternative;

2. Enters into a ((build-ever)) consent agreement with the Director ((thatmustinelade-these))

including terms and conditions the Director determines are reasonably necessary or advisable to protect and
maintain the sewer and storm drains and to preserve public health and safety;

3. Provides the City with an easement to allow Seattle Public Utilities to perform necessary
maintenance and repair of the sewer and storm drains and to preserve the public's health and safety; and

4. Properly files and records the ((butld-ever)) consent agreement ((and-easement)) with the

King County ((Department-of Records-and-Eleetions)) Recorder’s Office.

Section 9. Section 21.16.270 of the Seattle Municipal Code, last amended by Ordinance 124919, is

amended as follows:

21.16.270 Installation when compliance is impractical-Conditional permit((s))

If, in the opinion of the Director of Seattle Public Utilities, ((erthe Directorofthe-Seattle Department-of

ities;)) physical conditions
make compliance with the provisions of this Chapter 21.16 impracticable, the Director of Seattle Public

Utilities may issue a permit for installation of a side sewer requiring compliance with the provisions insofar as

is reasonably possible, ((and-sueh-permitshall-be-issued)) issuable only upon the condition that the property
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owner shall record with the King County ((Pepartment-efRecords-andEleetions)) Recorder’s Office an

instrument acceptable to the Director of Seattle Public Utilities agreeing to save harmless and indemnify the
City from any damage or injury resulting from the installation, operation, and maintenance of said side sewer.
This Section 21.16.270 is not intended to ((be-used-te)) allow drainage connections to a sanitary sewer.

Section 10. Section 21.16.350 of the Seattle Municipal Code, last amended by Ordinance 124919, is

repealed:
(2416350 Autherity to-make rules-and regulations:

Section 11. Pursuant to Seattle Municipal Code Section 21.28.230, the Director of Seattle Public

Utilities shall promulgate standard and administrative charges for the side sewer permit functions established
by this ordinance.
Section 12. Any act consistent with the authority of this ordinance taken prior to its effective date is

ratified and confirmed.

Section 13. This ordinance shall take effect as provided by Seattle Municipal Code Sections 1.04.020

and 1.04.070.

Passed by the City Council the day of , 2025, and signed by
me in open session in authentication of its passage this day of , 2025.
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President of the City Council

Approved / returned unsigned / vetoed this day of , 2025.

Bruce A. Harrell, Mayor

Filed by me this day of , 2025.

Scheereen Dedman, City Clerk

(Seal)
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SUMMARY and FISCAL NOTE

Department: Dept. Contact: CBO Contact:

Seattle Public Utilities Cris Horbelt Akshay lyengar

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE relating to Seattle Public Utilities; updating side sewer
regulations to conform to current standards, clarify existing requirements, allow side sewer fees
to be created by Director’s Rule, and update definitions; renumbering existing subsections
21.16.240.B and 21.16.240.C of the Seattle Municipal Code as Section 21.16.241 and further
amending the section; amending Sections 21.16.030, 21.16.040, 21.16.070, 21.16.077,
21.16.140, 21.16.240, and 21.16.270 of the Seattle Municipal Code; renumbering existing and
repealing Sections 21.16.071 and 21.16.350 of the Seattle Municipal Code; and ratifying and
confirming certain prior acts.

Summary and Background of the Legislation:

Seattle’s Department of Construction and Inspections (SDCI) has administered the City’s side
sewer permitting program since 2003. Seattle Public Utilities manages and maintains the City’s
wastewater and stormwater collection system. To better align the side sewer permitting program
with the two departments’ core functions and to improve customer service to ratepayers, SPU
will be assuming the side sewer permitting function. To effectuate this change, the authority of
each of the Department Director's must be revised.

This legislation would clarify program requirements, remove and relocate permit fees from the
Seattle Municipal Code to an SPU Director’s Rule, and clarify the authority of Department
Directors. Side sewer permit fees would be relocated from SMC Chapter 21.16 and consolidated
with other SPU fees in Finance Director's Rule 220.2. This will better help SPU’s Rates and
Finance section keep SPU revenue updated across the lines of business.

| 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 have financial impacts to the City? []Yes[X] No

| 3.d. Other Impacts \

Does the legislation have other financial impacts to The City of Seattle, including direct or
indirect, one-time or ongoing costs, that are not included in Sections 3.a through 3.c? If so,
please describe these financial impacts.

No

Template last revised: December 9, 2024
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If the legislation has costs, but they can be absorbed within existing operations, please
describe how those costs can be absorbed. The description should clearly describe if the
absorbed costs are achievable because the department had excess resources within their
existing budget or if by absorbing these costs the department is deprioritizing other work
that would have used these resources.

This legislation does not have additional costs associated with it.

Please describe any financial costs or other impacts of not implementing the legislation.
This legislation will formalize the on-going transfer of the Side Sewer Permitting Program from
SDCI to SPU. This is being done to align the two departments’ core functions and improve
customer service. Absent enactment of this legislation, the authority of each department’s
Directors will not reflect the employees of the respective Departments who are performing this
work.

Please describe how this legislation may affect any City departments other than the
originating department.

This change would happen concurrent with the termination of an inter-departmental agreement
between SPU and SDCI to provide side sewer permitting functions on behalf of SPU. The
purpose of the transition is to better align the permitting functions and associated regulations of
each department with their code-required responsibilities. Upon transfer of the program and
adoption of this legislation, SDCI will no longer have the responsibility to enforce the provisions
of the Side Sewer Code on behalf of SPU.

| 4. OTHER IMPLICATIONS

a. Isapublic hearing required for this legislation?
No

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

c. Does this legislation affect a piece of property?
No. The proposal is a non-project legislative action with no specific site. As Side Sewer
Code requirements are city-wide, specific projects affected by the proposal may occur
anywhere within Seattle’s city limits

d. Please describe any perceived implication for the principles of the Race and Social
Justice Initiative.

Template last revised: December 9, 2024
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How does this legislation impact vulnerable or historically disadvantaged
communities? How did you arrive at this conclusion? In your response please
consider impacts within City government (employees, internal programs) as well
as in the broader community.

This legislation does not negatively impact vulnerable or historically disadvantaged
communities. Adopting this legislation and the complete transfer of the Side Sewer
Permitting Program from SDCI to SPU will better facilitate enforcement of the
requirements for Registered Side Sewer Contractors. This requirement serves to
establish a baseline of minimum qualifications for Contractors that are permitted to
do sewer work in City streets. This will serve as an added protection for
disadvantaged communities who can disproportionately be taken advantage of by
unscrupulous and unlicensed Contractors.

Please attach any Racial Equity Toolkits or other racial equity analyses in the
development and/or assessment of the legislation.
NA

What is the Language Access Plan for any communications to the public?

SPU regularly publishes the Director’s Rules to notify the public of changes on its
website and in emails to frequent customers. Access to language translation service is
available in needed. No language access plan was prepared specifically for these
administrative updates.

e. Climate Change Implications

f.

Emissions: How is this legislation likely to increase or decrease carbon emissions
in a material way? Please attach any studies or other materials that were used to
inform this response.

This legislation will not increase or decrease carbon emissions.

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.

This legislation will not increase or decrease Seattle’s resiliency to climate change.

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)? What mechanisms will be used
to measure progress towards meeting those goals?

This legislation does not include a new initiative or a major programmatic expansion.

Does this legislation create a non-utility CIP project that involves a shared financial
commitment with a non-City partner agency or organization?

No
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| 5. ATTACHMENTS

Summary Attachments: None
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\ \ SEATTLE CITY COUNCIL
QL‘ CENTRAL STAFF
August 8, 2025

MEMORANDUM

To: Parks, Public Utilities, and Technology Committee
From: Brian Goodnight, Analyst
Subject: CB 121037: SPU Side Sewer Code

On August 13, 2025, the Parks, Public Utilities, and Technology Committee (Committee) will
consider Council Bill (CB) 121037, which would update side sewer regulations in the Seattle
Municipal Code (SMC) to clarify existing requirements and to align with decisions made in the
2025 Adopted Budget.

This memorandum provides relevant background information on the side sewer permitting
program, briefly summarizes the bill, and describes next steps.

Background & Summary

In the 2025 Adopted Budget, the Council approved staffing changes to transfer administration
of the side sewer permitting program from the Seattle Department of Construction and
Inspections (SDCI) to Seattle Public Utilities (SPU). Specifically, 10 FTE were transferred from
SDCI to SPU and the budget also authorized eight new FTE within SPU. The side sewer
permitting program administers permitting for new developments as well as the repair or
replacement of existing side sewers. SDCI has overseen the program since 2003 via an
agreement with SPU, and SPU desires to take over that work to promote consistent
interpretation, application, and enforcement of the side sewer code.

CB 121037 would amend various subsections of Chapter 21.16 SMC to recognize the transfer of
authority from SDCI to SPU for the side sewer permitting activities, such as replacing references
to the Director of SDCI with references to the Director of SPU, and would make other clarifying
corrections. More significantly, the bill would remove the schedule of permit fees from the SMC
and refer instead to SPU charges set via Director’s Rule. SPU intends to consolidate the side
sewer permitting fees along with other fees specified in Director’s Rule FIN-220.2, easing the
administration of the fee schedule. SPU is not proposing to adjust any side sewer permitting
fees at this time.

Next Steps

The Committee is scheduled to discuss and possibly vote on CB 121037 at its meeting on August
13. If the Committee votes to recommend passage of the bill at that time, the City Council could
consider the legislation at its meeting on September 2, at the earliest, following conclusion of
the Council’s summer recess.

cc: Ben Noble, Director
Calvin Chow, Lead Analyst
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Side Sewer Permitting Program Transfer and
Administrative Code Update

Parks, Public Utilities & Technology Committee

August 13, 2025
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Typica', Side sewer SEWER PIPE RESPONSIBILITY

i Private property line

Property owner responsibility*

SPU responsibility

*Side sewer o



What is the Side Sewer Permitting Program?

Regulates New Development

* Specifies how new construction can
connect to the public sewer and
drainage system

Provides oversight for repairs of
existing side sewers

* Majority of permits are for repairs to
existing side sewers

* Private side sewers can be over 100
years old

* On private property and in the right-
of-way

Seattle Public Utilities @ City of Seatt@




Purpose of Legislation

SDCI has administered the side sewer permitting
program since 2003.

SPU manages and maintains the wastewater and
stormwater collection system.

* SPU assumed side sewer permitting to better align the
two departments’ core functions and to enhance
customer service.

* To make this change, the authority of each
department must be revised.

Seattle Public Utilities @ﬁ City of Seatt@




Clarify Director’s Authority

Side Sewer Permitting Program L' '*‘
Transfer '

* Permitting will be done by SPU
 Restart requirements for L2
“Registered Side Sewer Contractors” {¥

Seattle Public Utilities @ﬁ City of Seatt@



Relocates Side Sewer Permit Fees

Consistency
e Relocates fees to SPU Director’s
Rule to be consistent with other

SPU charges.

Timeliness

* Will allow updates with other
revenue managed by Rates &
Finance

Seattle Public Utilities @ﬁ City of Seatt@




Questions?
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