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PREFAGESTRATEGIC BUSINESS PLAN COMPARISON

The 20212026 Strategic Business Plan Updsgtsa non-bindingsixyear rate and service path for
Seattle Public Utilities, with lauilt-in three-year review and update. The Si&ife pathwas proposed
nearly a yeabefore this rate studyln theinterveningtime, several major assumptions were updated
that create a variance between the SBP anddhainage and wasteater rate proposal

The most impactfuthangeto the rate path isncluding the impacts of the COVID pandemic.
Wastewater rates are volume based, and fell 7 percent fréi02o 2020, but the costs to operate the
system are largely fixed his is particularly true fahe capitalexpendituresdirected at consentiecree
requirementsthat drive revenue requirement$-ortunately, the missing revenweas offset by the low
interest rate environment, a side effect of tipandemic eliminating the need to have collected &nd
resulting in rate paths slightly lowand smoothetthan those included in the SBP

TheSBRupdatewas submitted in 2020 bwwasnot adopteduntil May 2@®1 with CounciResolution
32000due to the ©®VID19 pandemic.

Table P1 compares theprojected rate path from th&SBRo the rates proposed in this rate study

Table P1: Rate Path Comparison

Wastewater Rate Path 2022 2023 2024

Strategic Business Plan Update 3.1% 5.9% 0.5%

Rate Study 2.0% 3.9% 2.9%

Drainage Revenu®equirement 2022 2023 2024

Strategic Business Plan Update 8.6% 7.2% 3.9%

Rate Study 6.0% 6.2% 6.0%




1. EXECUTIVE SUMMARY

The Drainage and Wastewater Utilfiyovideswastewater and stormwater management services to

Seattleresidences and business@$e fundis supported by utility fee revenyenumerated for

wastewater onSPUcombined utility bilsbased on metered water usagendfor drainageon King
County propery tax billsreflectingan estimate of eact¥%. & comfrtbution to stormwater ruroff.

Wastewater and drainage rates consist of a system component, set to recovep8Ritlonsand
maintenanceand capitakexpenses, and a treatment component, set tooeer paymentassessedtyy
AWh[e §A} }VvS@E § pravidiers KingCsuntyWastewater Treatment Divisicand Southwest

Suburban Sewer Distridor flows sent to their facilities

Drainage and wastewateates were last increased on January@21,usingthe passthrough

mechanisnestablisha by Seattle Municipal Code 21.28.04this mechanisrnis used periodically in
years between rate studies to adjust SPU treatment réde®sff-cycle adoptiorof rates br treatment at

King County facilitieswastewater rates were increased By3 percent and drainage rates by4

percent These rate increaseserne slightly lower than those in the 202821 Rate Studf7.3percent

and 8.0percent respectivelydue to alower-than-expected]v E -
and a reduction in volumes projected to be sent for treatment due@/(D19. This rate study

incorporates projected futuréreatmentincreases of 4.0 percent annually. These increases have not

§) §2

IuvsGle SE

Su vsS &

been approved byhe KingCounty Council and while this document presents rates including assumed

future increases, the ordinance supported by this document only includes treatment rate increases
based on treatment rates formally adopted the KingCountyCouncillf KingCountyCounciladopts
any rate increases before the next rate study, SPU will submit separate legislation utilizing the pass

through mechanismThe table belovsummarizegproposedrevenue requirements anchtes.

Table 11: Proposed DWF Retail Rate Revenue Requirementidodthly Bill Impacts

2021 2022 2023 2024

Revenue Requiremen(ts millions)

Wastewater $311.4 $334.0 +$22.6 $351.2 +$17.2 $363.4 +$12.2

Drainage $164.7 $174.5 +$9.8 $185.0 +$10.6 $196.1 +$11.1
Total DWF $476.1 $508.5 +$32.4 $536.3 +$27.7 $559.5 +$23.3
Wastewater

Wastewater Rat@er CCF $16.67 $17.01 +$0.34 $17.68 +$0.67 $18.19 +$0.51

Residential (4.3 CCF) $71.68 $73.14 +%$1.46 $76.02 +$2.88 $78.22 +$2.19
Drainage

Townhome (<2,000 sqft) $16.30 $17.28 +$0.98 $18.34 +$1.06 $19.45 +$1.11

SingleFamily Residential (0.15 acres) $50.00 $53.01  +$3.02 $56.27  +$3.26 $59.66  +$3.39

Salmon Bay Park (2.8 acres) $6,101 $6,469  +$368 $6,867  +$398 $7,281  +$414

Supermarket, 120 parking spots (2.5 acre  $17,900| $18,980 +$1,081| $20,148 +$1,167| $21,362 +%$1,214

Chief Sealth High School (32 acres) $100,419| $106,482 +%$6,063| $113,030 +$6,549| $119,841 +%$6,811




2. FINANCIAPOLICY OVERVIEW

SPUs directed through a set @eattle CityCouncHadopted financial policieso adopt rates suftient
to satisfya comprehensive, inteconnected frameworlof rulesfor soundfinancial managemern rate
setting These financial polies:

X Shape the financial profilef the Fund to lenderand the financial community
X Manage exposure ténancial risk
X Provideintergenerationakequity.

Each financial policsets a financial metric targethich resuls, on a planning basig) a minimum
revenue requirement, the highest of which sets a binding constraint on rate sefld.may adhere to
a more stringet internal planning target when trackingarket conditions and peer utilitperformance
exposeanyfinancialrisk or weaknesslhe policésare:

1. Minimum year-end gperating cash balance of one month of treatmenbntractexpenses
Onemonth of treatment expense over the rate period is projected to range from $14 to $16
million, providing two weeks of operating liquidity at yeznd. A finanal risk assessment
exercise conducted in 2019 deemed two weeks insufficient and a higher internal operating
target of 80 to 100 days of operating expense was recommended. The Fund ended 2020 with
$218.7 million (131 days) which SPU intends to draw dov#16%.8 million (90 days) and divert
those funds to the capital program.

Table 21: Operating Cash Balance Financial Policy

Cash Balance Target 2022 2023 2024

Binding- One month treatment expense  $14.3 $155 $16.4

Planning- 80 days operatingxpense $85.1 $90.2 $94.8
Projected Balance $90.4 $96.0 $106.8
($ millions)

2. Cashihance at least 2%o0f the capital improvementplan over a fouryear average
ulvijupu Z-%ACu v3[ }v % ]3 o wih%®Bpevatiigcsiprevents a rapid
increase in debservice and debt burderSPU intends to divert the existing surplus of operating
cash to the capital progranfunding 43 percent of the capital progranitivcash in 202236
percent in 2023, an@0 percent in 2024.

3. A debt service coverage ratio of at leasi5l
The debt service coverage ratidlie ratio betweenthe operating margin on a cash basisth
taxes paid to the City of Seattle removeahdthe debt service obligatiorRerthe ordinances
which authorize the Fund to issue revenue bonds and the covenants between the Fund and

1 Council Resolution 30612, 2003; SL-1481 2012



bond holdersCity taxesare subordinatepriority to the debt service obligatiorfollowing a
review of %0 & p S Jahsipl periormance and credit rating practigbat indicatedthe
guarantee of priority to bond holders woul insufficient, SPnplemented aarget of1.8
using the existing metric ar2l0 usinga more stringent metric that does rigrovide credit fo
City taxes The ratio under both metrics is projected to be high, partially due lerge portion
of financingfor the capital prograntonsisting ofow-interest loanswith initial payments
beyond 2024.

Net income should be generally positive
Net incomeis projected to be positivan each year.

Debtto-asset ratio should not exceed 70 percent.

The ratio of debt to asseis a metric of debt burdeand an indicator of inflexibility to handle
financial stressThe ratio is projected to hover around 60 percent.

No more than 15 percent of total debt should be variable rate
% }v A E] o E § § o]u]se Sidterdspnatd volafiligeclepFind ddes
not have and does not plan to issue any variable rate debt.

Table 22: Projected Drainage & Wastewater Fund Financial Policy Results

Policy (Target) 2022 2023 2024 2025 2026
1. Operating Cash Balance (80 da

Op Expense) $90.4 $96.0 $1068 $118.6  $131.4
i.yizf:) Financing of CIP (25% ov 43% 36% 60% 22% 33%
3. Debt Service Coverage (>2.0) 3.1 2.9 2.7 2.8 2.7
Without Credit for Taxes Paid (>1. 21 2.0 1.8 1.9 1.8
4. Net Income (generally positive) $76.5 $44.2 $41.1 $58.8 $72.8
5. Debtto-Asset Ratio (<70%) 58% 60% 58% 59% 60%

6. Variable Rate Debt (<15%) 0% 0% 0% 0% 0%




3. REVENUREQUIREMENT

The binding constraint on creating a financial plan and setting rates is satisfying the revenue
requirement that the most stringent financial policy requires. The binding constraint is determined by
optimizing the capital financing portfolio and the usion of operating cash to achieve a rate path
equitable to all rate payers, current and future. For the rate period, optimization was dictated by the
financing needs of the large upcoming capital program. An expansion of capital investment requires the
Fund to take on more debt, though because the expansion is temporary, in this case to complete the
bulk of the Ship Canal Water Quality Project, SPU intends to utilize the prudent option cfimene
drawdown of operating cash to pay for a otime expenditire. The drawdown will reduce operating

cash to the extent that maintaining the financial policy minimum will be the binding constraint through
2024.

The table belowsummarizes the revenue requirement for wastewater rates and drainage rates over the

rate period. Z & P}ECU ]Jv u]Joo]}ve }( }oo E-U ]+ (}oo}A C $Z 3 }u%o}lv
change in the retail raté-or exampleQ&M is projected to increasfrom $64.0 million in 20210 $71.3

million in 2022 A2.3 percentrate increasas necessary to collect enough revenue to cover this increase

dzZ v 8§ suu }( Z S PIEC[* JuXk Ddtails @bouireath om@Enent ate in the

following sections.

Table 31: Componentof the Revenue Requiremeni$ millions)

WASTEWATER 2021 2022 2023 2024
Operating Expenses
0&M $ 640 $ 713 +2.3% $ 745 +0.9% $ 786 +1.1%
Treatment 155.7 1615 +1.8% 175.0 +3.9% 1849 +2.7%
Taxes 41.4 449 +1.1% 47.1 +0.6% 48.6 +0.4%
Capital
Cash Contribution $ 232 $ 464 +7.2% $ 461 -0.1% $ 477 +0.5%
Loans and Grants 28.4 4.7 -71.3% (16.2) -6.0% (23.0) -1.8%
Debt Service 25.0 253 +0.1% 27.5 +0.6% 29.3 +0.5%
Subtotal Expenditures $ 3377 $ 3542 +5.1% $ 3538 -0.1% $ 366.2 +3.4%
Less NorRates Revenue (13.1) (8.4) +1.5% (8.2) +0.1% (8.2) -0.0%
Less Decrease in Cash Balance (13.2) (11.8) +0.4% 5.6 +5.0% 5.4 -0.0%
Rates Revenue Requirement $ 3114 $ 334.0 +7.0% $ 3512 +4.9% $ 3634 +3.3%
Plus UDP 11.3 13.1 +0.5% 14.7 +0.5% 15.4 +0.2%
Retail Rate Revenue Requirement $ 322.7 $ 347.1 +7.6% $ 366.0 +5.4% $ 378.8 +3.5%
Change in Demand -5.6% -1.5% -0.6%
Change in Wastewater Retail Rate +2.0% +3.% 2.9%
DRAINAGE 2021 2022 2023 2024
Operating Expenses $ 739 $ 758 +12% $ 790 +18% $ 832 +22% $ 739
Oo&M 9.8 10.2 +0.2% 11.1 +0.5% 11.7 +0.3% 9.8
Treatment 23.1 249 +1.1% 26.4 +0.8% 27.9 +0.8% 23.1
Taxes
Capital $ 232 $ 541 +184% $ 501 -22% $ 536 +1.9% $ 232
Cash Contribution 331 5.8 -16.3% (19.9) -14.4% (28.1) -4.4% 331
Loans and Grants 39.6 40.0 +0.3% 443 +2.4% 48.3 +2.1% 39.6
Debt Service $ 202.6 $ 2108 +49% $ 191.0 -11.1% $ 1966 +3.0% $ 202.6
Subtotal Expenditures (14.6) (6.3) +4.9% (6.0) +0.2% (5.9) +0.0% (14.6)
Less NorRates Revenue (23.3) (30.0) -4.0% - +16.9% 54 +2.9% (23.3)
Less Decrease in Cash Balance $ 164.7 $ 1745 +58% $ 1850 +59% $ 196.1 +5.9% $ 164.7
Rates Revenue Requirement 3.1 34 +0.2% 39 +0.2% 41 +0.1% 3.1
Plus UDP $ 167.8 $ 1779 +6.0% $ 1889 +6.2% $ 200.2 +6.0% $ 167.8
Retail Rate Revenue Requireme $ 739 $ 758 +12% $ 790 +18% $ 832 +22% $ 739

($ millions)



Operations and Maintenance

SPUbrojectsexpendituredor the ongoing operations red maintenancef the Drainage and
Wastewater Systenincluding indirect administrative and City central suppetivities of $147 million
in 2022($71.3 for wastewater and $75.8 for drainage, see table ahoig)g to$162 millionby 2024.

Total Fund expenditures are allocated betwadastewaterand Drainagebased on a direct allocation of

each project, the most granular programmatic level of the City Budigéhe wastewater (8 percent of

total O&M), drainage (14 percent), or combined (17 percent) systems. Combined system expenses ar
assigned 45 percent to wastewater and 55 percent to drainage based analysis of system

infrastructure and requirementso§Z  }ve v§ E A v "Wh v 8Z W P}A Ev]vP
Combined Sewer Overfloprogram.Remaining project&0 percent)inherit the results of the above

direct allocationat their respectiveorg, division, or branclo A o+ A]3Z]v §Z h&]o]3C[s }EP v]I §
hierarchy Based on 2020 actual expenditures, SPU allocafgaedcent ottotal O&Mto drainage See

Table 32 for the allocation resultsn three highlevelcategories.

Table 32: O&M Allocationto Drainage

Infrastructure O&M and Planninc 51%

Administrative 32%
Overhead 49%
Total 47%

Capital Financing Expense

Annual capital expenditures over $2040llion are planned for each year of the rate period, more than

double the average of the last five years. The largest projects are the Ship Canal Water Quality Project

(26 percent of total planned expenditures) followed by Green Stormwater Infrastruendepipe

renewal and rehabilitation (35 percent combined e '~/ pyv & ZW&E}S S]}v }( Vv (] ] o he «
andZE Z [)]v &



Figure 31: Planned CIP Expenditures

The capital program can be financed through a combination of operating cadfibcioins, low

interest loans, revenue bonds, and grants. SPU proposes to increase operating cash contributions above
the 25 percent minimum set by financial policies to a 45 percent average over the rate period to address
the shortterm increase in planreécapital expenditures, requiring close to $100 million each year.

Table 33: Projected CIfFinancing

2021 2022 2023 2024 2021-24 Rate Period

Cash and Grant: $46.4 $100.5 $96.2 $101.4 $344.4 $298.0
Revenue Bonds $55.6 $43.5 $120.3 $36.6 $256.0 $200.4

Loans $83.7 $84.4 $50.0 $31.0 $249.0 $165.4
Total CIP $185.7 $228.3 $266.5 $168.9 $849.4 $663.8
CashFunded %  25% 44% 36% 60% 41% 45%
($ millions)

A further 25 percent will be financed through a combination of: $123 million in State Revolving Fund
loans from the Washington State Department of Ecology, a $192 million WIFIA loan from the EPA, and a
$10 million Public Works Trust Fund loan from the Vifagion State Department of Commerce.

Another three percent is funded through grants. Loans and grants are only included if they have already
been granted.

SPU plans to fund the remaining 30 percent through three revenue bond issues, one $83 million issue
already completed in 2021 and two $90 million issues in20@2 and mieR023. These two issues will
add $12 million to annual debt service and provide funding into 2025.



Use of Cash Balances

Operating cash balances increase when revenues generated lsyeateed total cash expenditures,
which in contrast to income statement expenses do not include-cash expenses suels depreciation
amortization, environmental liabilities, losses on the sales of assets, or pension liabilitydemites, but
do includethe cash expenses of the principal portion of debt payments. Cash balances can be drawn
}JAv 8} 8Z ulv]upu E <u]E C Spoliciegbut finahkial mgnamement practices
explicitly limit such draw down to pay for oftiene and not ongoinggenses. Because @oing
expenses are paid for through rate revenues, in any given year incoming cash from rate revenues will at
least balance out outgoing cash to expenses. Largdiomeexpenses, such as the Ship Canal Water
Quiality Project, provide aopportunity to draw down cash balances to reduce the revenue requirement
in the relevant years; this practice avoids the need to raise rates to cover the impact oftanene
expense and then lower rates as the impact wanes.

Operatingcash o v .« Z A «§ JoC Jv E -« §Z @Edqessibnecondmic[expansian.
SPU plans to manage funding the capital program by increasing operating cash contributions (see
Section 3.2) and decreasing the share funded by debt. Offsetting the pe#ies capital cycle with
operating cash can smooth out the size of debt issuances to the same amount each year, providing
stability and predictability to rates and financial performance. DWF cash balances will be reduced from
$218 million at the beginngnof 2021 to $90 million by the end of 2022 and then built back up to $107
million by the end of 2024.

Non-Rate Revenue

Nonrate revenue includepermit fees operating and capital grants, contributions in aid of

construction, interest incomether miscelaneous revenuesand capital contributionsAn increase in
non-rate revenues has the effect of reducing the revenue requirement that must be recovered through
rates Grants contributions miscellaneous revenugand permit feesare conservatively helddt in this
proposalas it is not fiscally prudent to pattern rates on unsecured reveridmvever, SPU expects to
increase outside sources of funding wherever opportunities can be identified.



4. PROPOSBEIWASTEWATER RATE

Overviewand Proposed Wastewater Rates

SPU wastewater customers pay a singlevitdtimetric charge per 100 cubic feet (COere are no
monthly fees or tiers of serviced minimum of one CCF per month is assessedll active accounts. The
singlevolumetric clargeis a combination of a systerate, to cover*Wh[e JvS Eandtaxpss e
incurred on system rate revenuand a treatment rate, to covgraymentsfor wastewater treatment
and taxes incurred on treatment rate revenughe system rate is updated thrgh the rate study
process currentlyon a3-yearcycle.Thetreatment rate isupdatedwhenthe King Countyoouncil
formally adopts legislatiomodifying thetreatment rates charged to SPDuring the rate studyprocess,
any adoptedCountytreatment rate increaseare incorporated intoproposedSPUreatment rates.If
legislation to update the County treatment legislation is adoptedheyKingCounty Council midycle
the Seattle Municipal Coderovidesa midterm treatment rateadjustmentprocesso formulaically
update * W Hreatment rate based on adopted changes to thepvsSC[e SE 3Su vS E § X

This rate studyncludes a treatment rate increase for 2022. The County has not formally adopted any
rate increases beyond 2022, and additionalchanges to SPU treatment ratare included in the
legslation supported by thisate study Thisrate studyhowever does inlude projected increases to the
County treatment rate in 2023 and 2084 all future year resultanless otherwise indicated.

Table 41 presentssystem and treatment rates included in legislatlmased on adopted County
treatment rates,and projected futire passthroughbased orprojected future County treatment rate
increases.

Table4-1: Proposd Wastewater Rats (per CCIF

2021 2022 2023 2024
Adopted Proposed Proposed Proposed
System Rate $ 742 $ 767 $ 767 $ 767
Treatment Rate $ 925 $ 934 $ 934 $ 934
Future Passthrough $ 067 $ 118
Total Wastewater Rate $ 16.67 $ 1701 $ 1768 $ 1819

SPU System Rate

The system rate is set to collect enough revenue to cover planned operations, maintenance, and
investment expenditures. These expenditures are offset by-nabes revenues including permit fees
andstandardcharges among others. Any noate revenue colleied reduces the amount required to be
collected through rate revenues. Most of these components (operations, maintenance, debt service,
and nonrates revenues) tend to be stable, increasing at a rate that is either controlled (debt service) or
inflationary(operations and maintenance). Cash contributions to CIP can, on the other hand, be a source
of volatility as capital expenditures can vary widely from year to year when the scheduling of a few large
projects determines the timing of expenditures. One &gy to counter this volatility is to draw

operating cash balances down during years of high capital expenditures and increase operating cash
balances during years of lower capital expenditures. SPU proposes to draw wastewater cash balances
down by $11.8 riflion in 2022, reducing the amount of revenue that needs to be collected by the same



amount, afterwhich cash balances will be managed according to financial policy minimums. See Table 4
2 for an enumeration of each of these components.

Table0-1 Wastewater System Rate Components

2022 2023 2024
Rate Component Proposed Proposed Proposed

O&M $ 713 $ 745 $ 78.6
City Taxes $ 193 % 195 % 19.7
State Taxes $ 36 % 37 $ 3.7
Subtotal Operations & Maintenance  $ 942 $ 97.7 $ 102.0
Debt Service $ 253 $ 275 % 29.3
Cash tcCIP $ 46.4 $ 46.1 $ 47.7
Subtotal Capital Financing $ 718 $ 736 $ 77.0
Subtotal Expenditures $ 166.0 $ 1713 $ 178.9
Non Rate Revenue $ (8.4) $ 8.2 $ (8.2)
Loan Drawdown Bridge $ 47 $ (16.2) $ (23.0)
Use of Cash Balances $ (11.8) $ 56 $ 5.4
Sewer System Revenue Requirement  $ 1506 $ 1524 $ 153.2
UDP Enroliment 3.8% 4.0% 4.1%
Sewer System Rate Revenue Requireme $ 1564 $ 158.8 $ 159.7
Volume (CCF, Millions) 20.4 20.7 20.8
System Rate $ 767 $ 767 % 7.67

($ millions, except final rate)

In addition to typically utilizing revenue bonds to provide débancing for the capital program, SPU
also seeks alternative funding through loans or grants when possible. This rate period includes
significant loan funding, so much so that the lag betwaéden capital expenditures are made from the
operating fund and when loan reimbursement funding is received into the operating fund presents a
liquidity concern that need to beonsideredn planning. The yeagnd balance is labeled "Loan
Financing" above.

The final step is to adjust for enrollment in the Utility Discount Program. In 2020, 2.9 percent of gross
wastewater revenue was returned to customers through bill discounts. SPU inerdpand UDP
enrollment, growing UDP to 3.8 percent of revenue in 2022 and to 4.1 percent in 2024. Adjusting the
revenue requirement for the revenue loss from UDP is the revenue that the base system rate must
recover. Divided by the number of units s§eICF), is the unit system rate.

Treatment Rate

Paymentdor wastewater treatment are the single largest component of both wastewater and total
DWF operating expenswith 99% of treatment expense paid to King County andéneainderto
Southwest SuburbaSewer DistrictSee Table-8 for omponentsand derivation of the treatment ita.
Note thatTiTi v 1iid E o o e "WEL S _ ¢ }%0 %o} KirdglCOMAEE } %o} ®
Council has not yet adopteadte increases beyond 2022. Expenses and thevédrireatment rate in
"WE}i S _ ¢ &E- edimated futineCounty and Southwest Suburban treatment rates.



Table0-1 Wastewater Treatment Rate Components

Expenditure Category 2022 2023 2024

Proposed Proposed Proposed

Treatment by King County $ 171.0 $ $1854 $ 196.0
Treatment by SWSSD $ 0.6 $ 0.7 $ 0.7
Less treatment paid by Draina $ 10.2 $ (11.1) $ 11.7
Treatment Expense $ 1615 $ $175.0 $ 1849
City Taxes $ 22 $ 23.9 $ 25.2
Revenue Requirement $ 1835 $ $198.8 $ $210.2
UDP Enroliment 3.8% 4.0% 4.1%
Rate Revenue Requirement $ 190.7 $ $207.2 $ $219.1
Volume (CCF, Millions) 20.4 20.7 20.8
Treatment Rate $ 934 $ $10.01 $ $10.52

($ millions, except final rate)

Wastewater Demand

The fee for wastewater services is assessed on a volumetric basis measured in 188o¢(GICFunits.

The rate is derived by dividing the gross revenue requirement of the system by projected billed volumes.
The numerator, the revenuequirement, is largely a fixed cost. The cost to maintain and replace pipe
and other utility infrastructure assets that serve customevkether or not theyhave any demands a

function of the size of the system anépreciation ovetime. The variablgortion of expense to serve

larger customers is relatively negligible. With costs being fixed, decreases in wastewater demand do not
result in compensatory decreases in cost and require instead an increase to rates.

Demand for wastewater services has beem longterm decline due to efficiency gains in two forms:
conservation and redevelopment. Efficiency gains resulted in a five percent decline over the 1990s that
was accelerated by a focus on conservation, a response to drought conditions startif§jnd220

percent over the 2000s. Rapid population growth prastession placed roughly the same upward

pressure on wastewater demand as efficiency gains did downward. Seattle's population grew 28% in ten
years over which time billed wastewater volumes é@d around 20 million CCF ever year.

Chart 41: Historic and Projected Wastewater Volumes
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This phase ended with the COVIB pandemic. The sectors of the economy more acutely impacted by
shutdown orders tended to be large consumers of water and genesatbwastewater. Closures in the
commercial and education sectors led to a four percent rise in sfaghy consumption and a 13



percent decline in commercial consumption. Commercial consumption is the combination of business
and multifamily consumptia, hiding the true effect on business. Large residential firms and low
income housing operators had little change in consumption. Meanwhile, the normal social interactions
that were newly found to be dangerous were concentrated in commercial activitieatba happened

to be large wastewater generators; see Tablé. Larticularly hard hit were large hotels in the

downtown core, the University of Washington, and commercial premises with a heavy restaurant
presence.

Table0-1 COVIB19 Impact on Wastewater Demand

Change from November 2019 to November 2C

Downtown Hotels -70%
University of Washington -46%
All Other Education -52%
Commercialt Shopping/Dining Center  -77%
Commercial Industrial -80%
Commercial Heavy Industrial -100%

As the vaccine rollout allows for the resumption of unimpeded social and commercial activities,
wastewater volumes are expected to recover but the patterns those activities take on in thpastw
pandemicnormal are unknown. The resumption oferson educatiorand residence haticcupancyat
schools and universities is relatively knawine longierm impacts to orsite work, the cruise industry,
business travel, and brick and mortar retaildadining are still unknowrThis makes projecting
wastewater volume for the next few years a product of conservative assumptions tied to a close
monitoring of the early stages of recovery.

Table 45: Wastewater Volume Forecast
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Wastewater volume projeaiins asume dongtailed recovery stretching to 2027transitioning toslow
growth into the longterm. This projection idased on a slowly emerging trend that seems to indicate
that per-premise consumption is changing from falling to stahtavever, this trend is the product of
demand for new residential construction and the growth management, density, and zoning issues that
the housing crisis will force the City to address, all of whicteatrernal unknown, and politically

sensitive. For th@urposes of this rate study, volumes are projected to recover to 20.4 million CCF by
the end of the rate perid, atwo percent decline



5. DRAINAGE COST ALLOCATION / RATE DESIGN

Once therate revenue requiremenis set, it is assigned to different customeaisdes. A customer class is
a group of customers that places a unique cost on the utility or is administratively easier to serve as a
group. In the case of drainage, there is a unique cost of service associated with the management of
stormwater runoff from different types of land cover found on customer properties. These land cover
types essentially act as customer classes for drainage cost allocation purposes.

The steps required to allocate drainage system costs to land surface types and then to drainage
customer rates can be summarized as follows:

x Drainage costs are grouped into two broad classifications: acedllodated expense and flow
allocated expense

x Flowrelated costs are further allocated between four surface type categories based on cost
weighted average rusoff.

X A unit rate for account costs and for each surface type is developed based on the total number
of accounts and square footage of land surface by type citywide

X Rates are developed for each customer class by applying the surface typatesito the
typical surface type composition for each tier

Drainage Allocation Classifications

Drainage rates are composed of four distinct components, in addition to the account rate: impervious
surface rate, managed grass rate, unmanaged grassaatégood forest rate. Total flovelated
expense is allocated based on the cost of managing theffmom any given surface type

The amount of ruroff from any given parcel depends on the type of surface it contains. Impervious
surface absorbs lesam-off than pervious, or porous surface, and therefore generates more stormwater
run-off during a given storm event. Likewise, pervious surface with significant ground and tree cover will
generate less ruoff than a highly managed pervious surface such Esvn. The more intense the

storm, the greater the rusff for all surface types.

Impervious surface hard or compacted surface from which most water runs off when exposed to
rainwater. Common impervious surfaces include roof tops, concrete or agmatig, compact gravel
and packed earth.

Pervious managed grassthe most common type of pervious area in the City and includes such surfaces

as lawns, landscaped parks, and golf courses. Managed grass absorbs nearly all rainwater during average
stormsbut produces increasing amounts afrroff with more intense storm events due to its greater

soil compaction.

The last two types of pervious are@pods and unmanaged grass and good farast vegetated
surfaces of a specific types such as forests orfocested land that are in the natur@rogression back
to a forested state. This category includes large undevel@peds in places such as Seward Park,
Carkeek Park, and various greenbelts throughout the City. These surface types perform similarly to



managed grass during average storm events but infiltrate significantly more rainwater during more
intense storms.

To determine the cost of managing the roff from any given surface type, SPU looked at two factors:
X The expectedolumeof run-off from each surface type during differing intensities of storms

x Thecostof O&M and infrastructure oriented towards the management of the-afihduring
each of these storm evest

Therevenue requirement for account and each surface type is ddrby multiplying thecost weighted
run-off percentagesy the revenue requirementSee Appendix E for thetep-by-step calculation
underlyingthe cost share percentage$he cost class allocations are used in the development of
drainage rates for eactustomer tier

Table 51: Revenue Requirement Allocation by Type

2022 2023 2024
Account $2.4 $2.6 $2.7
Impervious 144.8 153.7 162.9
Pervioust Managed Grass 27.6 29.3 31.1
Pervioust Woods and Unmanaged Gra: 2.4 2.5 2.6
Pervioust Good Forest 0.8 0.8 0.9
Total Revenue Requirement $177.9 $188.9 $200.2

(% in millions)

Drainage Rate Design

Drainage customer bills are intended to recover the cost of service associated with managing the
stormwater runoff from individual parcels. In the first part of this chapt®RPU definethe cost of
service associated with managing the +oii from different land surface types and with accownefated
services. The following steps are required to develop drainage rates which assign these costs to
individual customer parcels:

x Define customer classes and rate tiers for parcels with similar surface typectdhéstics (and
therefore similar costs of service)

x Develop unit rates for each surface type and account classification
x Determine an average customer land composition profile for each rate tier

x Apply the surface type and account unit rates to applicabigilerfactors for each tier



Customer Classes and Tiers
Small Residential

Small residential customers with billable areas less than 10,000 square feet are homogeneous in terms
of surface cover, which makes property size the key determinant of parcel staemfiav

contribution. Small residential customers are assigned to one of fivebaed categories, each
representing a range of total area (e.g., 3,000 to 4,999 square feet).

Large Residential and General Service

Large single family and duplex parcéisUiii «<p € ( $ }J& PE 8§ E ~*"o0o EP €& ] vSs8] o
service parcels (all sizes), pay a unit rate (per 1,000 square feet of billable area) based on their actual

property characteristics (percent impervious and parcel size) rather than categergges. There is too

much variation between these properties in terms of parcel size and surface characteristics to be fairly
captured by a flat rate structure like that applied to small residential customers. SPU has five impervious
surfacebased rate ceegories. Each category represents a range of impervious surface (e8h%66

impervious).

General service and large residential parcels which contain significant amounts of highly pervious
(absorbent) area, such as forested land or other unmanaged atgkaireas such as pasturelands and
meadows, and which are composed of no more than 65% impervious area, may also qualify for
discounted low impact rates. Parcels with these surface types generate significantly less stormwater
run-off than parcels with siifar amounts of impervious surface but whose pervious area is less
absorbent (e.g., a highly managed lawn).

Account and Surface Type Unit Rates
Unit rates for each surface type and for accoatibcated expense are calculated as described below.

Surface ¥pe Rates

Unit rates are calculated by dividing the expense allocated to each surface type by the total citywide
area for that surface type (as expressed in thousands of square feet). Area by surface type is collected
(E}u &] 0 %Z}S}e Jv §Z ]3émation SyBt€m (wlE)] THig §dme data source is used to
identify the area of each surfadgpe for each city parcel, used for drainage billing purposes.

Table 53 presents the area units and calculated unit rates for each surface type.

Table 52: Surface Tge Unit Rates

Area
(1,0000sqft) 2022 2023 2024
Impervious 792,533  $182.7 $193.9 $205.6
Pervious Managed Grass 655,429 $42.1 $447 3$47.4

Pervious Woods and Unmanaged Gra: 105,430 $22.3 $23.7 $25.1

Pervious Good Forest 54,603 $146 $155 $16.4




Account Rates

Account expense is driven by the number of customers rather than by the volume-offriro

determine these rates, the accouatlocated component of the revenue requirement is first assigned to
small residential and general service/large residentiatamgsr groups based oan 80/20 spliof the

total number of parcels in each groapd then divided by the billing units for each group.

Table 54: Account Unit Rates

Units 2022 2023 2024

General Service 847,256 sqft $ 092 $ 0.98 $ 1.04

Small Residentia 145,837 Parcels $ 10.90 $ 11.57 $ 12.26

Surface Type Profile by Tier

Drainage bills for each customer are intended to reflect the cost of managing thaffrinom that
parcel. Each tier rate is composed of a flow and an account component. Both components reflect the
average cost for a tier composed of properties with similar characteristics.

The flow component of each tier rate is based on the average percentage odtetahttributable to

each surface type, as calculated using GIS data for individual parcels assigned to a given tier. For small
residential customers, averages are based on a random sample of properties assigned to each flat rate
tier. For general servicand large residential customers, the percentages are based on citywide GIS data
for all parcels assigned to a given tier.

Table 55 presents the average land cover profile by tier used to calculate the flow component of the
tier drainage rate.

Table 55: Surface Type Average Profile by Tier (sq. ft)

Woods & Unmanaged Good

Impervious Total
Grass Grass Forest P

Small Residential

< 2000 sq. ft. 5,663 0 0 16,119 21,783
20002999 sqft. 6,744 0 0 11,003 17,747
30004999 sq. ft 88,492 0 0 88,492 176,985
50007999 sq. ft 153,876 1,023 326 137,652 292,876
80009999 sq. ft. 127,008 3,040 1 86,700 216,749
General Service/Large Residential
Undeveloped Regular 63,546 4,003 1,532 6,605 75,686
Low Impact 31,392 66,976 46,339 5,746 150,452
Light Regular 63,035 7,495 662 26,699 97,890
Low Impaci 11,291 11,906 4,145 7,121 34,463
Moderate Regular 61,706 6,472 554 69,908 138,640
Low Impaci 3,774 3,067 1,007 5,049 12,896
Heavy 28,873 1,338 37 93,886 124,134

Very Heavy 10,030 111 0 237,554 247,694




Rate Calculation by Tier

The rate assigned to each customer tier is equal to the sum of a flow component and an account
component.

For all customers, thBow componentof the rate is calculated by multiplying the surface type rates
(Table 54) by the average area assumptions for the tier found in TalsleThe formula for this
calculation is as follows:

Flow component = (I1A/1,000 * I$) + (MGA/1,000 * MG$)
+ (UMGA/1,000 * UMG$) +(GF/1,000 * GF

Where:

IA=Tier average impervious area

I$=Impervious surface rate per 1,08Q. ft.
MGA=Tier average managed grass area
MG$=Managed grass surface rate per 1,6Q0ft.
UMGA=Tienverage unmanaged grass area
UMGS$=Unmanaged grass surface rate per 150t.
GF=Tier average good forest area

GF$=Good Forest surface rate per 1,860ft.

X X X X X X X X

Theaccount componentor small residential customers is the same flat rate per customergé&ioeral
service and large residential customers, the account rate is multiplied by parcel area.

The proposed rates presented in Tabté are equal to the sum of the flow componetior the system
and treatment ratesand the account componenfor the system rate onlyfor each tier.Small
residential tiers are based on a flat rate per paredllother parcels are based onea.



Table 56: Proposed Drainage Rates

2022 2023 2024

Treatment  System Rate Treatment System Rate Treatment System Rate
Small Residential
<2000 sq. ft. $12.83 $191.38 $204.21 $13.92 $202.85 $216.77 $14.73 $215.11 $229.84
20002999 $22.45 $314.68 $337.13 $24.36 $333.50 $357.86 $25.77 $353.65 $379.42
30004999 sq. ft $31.47 $434.44 $465.91 $34.15 $460.41 $494.56 $36.12 $488.24 $524.36
50007999 sq. ft $43.00 $589.67 $632.67 $46.66 $624.92 $671.58 $49.36 $662.69 $712.05
80009999 sq. ft. $54.43 $743.56 $797.99 $59.07 $788.00 $847.07 $62.48 $835.63 $898.11
General Service
Undeveloped $3.65 $50.03 $53.68 $3.96 $53.03 $56.99 $4.19 $56.23 $60.42
Low Impact $2.09 $29.02 $31.11 $2.27 $30.75 $33.02 $2.40 $32.61 $35.01
Light $5.44 $74.22 $79.66 $5.91 $78.65 $84.56 $6.25 $83.40 $89.65
Low Impact $4.22 $57.70 $61.92 $458 $61.15 $65.73 $4.84 $64.85 $69.69
Moderate $7.74 $105.13 $112.87 $8.40 $111.41 $119.81 $8.89 $118.14 $127.03
Low Impact $6.24 $84.96 $91.20 $6.78  $90.03  $96.81 $7.17 $95.47 $102.64
Heavy $10.25 $138.87 $149.12 $11.12 $147.17 $158.29 $11.76 $156.07 $167.83
Very Heavy $12.23 $165.60 $177.83 $13.28 $175.49 $188.77 $14.04 $186.10 $200.14

King County Council has not adopted any rate increases beyond 2022; rates based on SPU internal projections of figare inc

Other Drainage Credits and Discounts

Drainage bill discounts are available for property owners that help reduce the impact of stormwater on

§Z ]8C[* *C*3 uX Joo]vP /E u%3]}ve ~AZ] Z E p 38Z }A & oo E Jv P
natural areas that offer systemic benefitegter than those offered by other types of undeveloped

lands or which clearly do not benefit from or impact the stormwater system.

A. Low Impact Rates

Discount$of 19 to 41 percenaire applied to the rate for undeveloped natural areas of 0.5 acres

}JE PE S & }vS JVv]VvP epu((] ] vS u}lpvsSe }( <p o](Clyudtested PZoC Jv(]c
areas, unmanaged grasslands, etc.). Certain athletic facilities with engineered dbeatgmémic

the stormwater retention benefits of these large natural areas are also eligible for low impact

rates.

B. Stormwater Facility Credit Program (SFCP)

This program offers credits of up to 50 percent for privatlyned systems that slow down
stormwater flow and/orprovidewater quality treatment for ruroff from impervious areg thus
0 ** VIVP 8Z Ju% 3 8} 8Z ]8C[* *3}EUuA 3§ E «C*3 uU E I+U 0 | »

2 Relative to the rates for negualifying properties with like amounts of impervious surface



Stormwater systems are structures such as vaults, rain gardens, permeable pavenents a
filtration systemsSPU offers a 10 percent discount for any new or remodeled commercial
building that utilizes a rainwater harvesting system meeting credit requirements. Those systems
that involve indoor uses of rainwater must be permitted by Sedfitey County Department of
Health to qualify for the rate reduction. Systems must meet the applicable stormwater and
drainage code requirements for the building and site.

C. Rainwater Harvest Credit

SPU offers a 10 percent discount for any new or remodeledmential building that utilizes a
rainwater harvesting system meeting credit requirements. Those systems that involve indoor
uses of rainwater must be permitted by Seatleng County Department of Health to qualify for
the rate reduction. Systems must meée applicable stormwater and drainage code
requirements for the building and site.

D. Undeveloped Riparian Corridor Exemption

Developed riparian corridotsvith small buffers and bank armoring increase the risk of flooding
and downstream property damaghn contrast, undeveloped riparian corridors with a sufficient
buffer act as floodplains which allow creeks to expand during peak senatgating

downstream flood damage.

The discount assumes exemption of the entire -10& qualifying creek bufferfra $Z % & oJ-
billable area. Qualifying criteria for this exemptiare (} uv ]Jv *Wh JE& S$}ZEJ2. Zpo &/E

E. Wetlands Exemption

Wetlands act like natural drainage systems, protecting and improving water quality and storing
floodwaters which are slowlseleased over time. Wetlands also serve as an important habitat
for fish and wildlife. Only wetlands of at least 1,000 square feet in area and with no
development within the wetland area will be considered for this exemption.

An application is required tqualify for this exemption, including the provision of supporting
documentation demonstrating that the wetland meets all required criteria, as defined in SPU
]JE S}E[s 2B &/E

F. Undeveloped Islands Exemption

This credit applies tandeveloped islands with less than ten percent impervious area. These
islands do not benefit from, nor do they impact, the drainage system or surrounding receiving
waters.

3 Riparian corridor is defineicd SMC 25.09.020.B.5.A.



6. UTILITY DISCOUNT PROGRAM

The Cityassistgjualified customersvith discountedutility servicesQustomers may receive their

discount in one of three ways: 1) as a credit to their SPU wastewater bill; 2) where no wastewater bill is
E ]JA U - E 15 8§} §Z pbif;}ar 3Ertkhe fhEnGofa @t voucher. The latter two
options are typically applicable to renters who pay drainage, wastewater, and water utility fees
indirectly as part of their rental payment. For customers who do not receive a wastewater bill, a fixed
credit iscalculated which is equal to F&rcent of a typical residential bill for the class of customer
receiving the creditSee Table-@ for proposed discount®roposed redits do not include projected
changes in the King County treatment rate. Increasesartratment rate will result in increases to

credits through the pasthrough mechanism established by SMC 21.28.040.

Table 61: Utility Discount Program Credits

Proposed Proposed Proposed
Basis 2022 2023 2024
Wastewater
CustomerdReceiving
SPU Bills 50% discount off actual usage
SCL Bills Only 50% discount of 'typical' customer class consumption
SingleFamily 4.3 CCF $36.57 $38.01 $39.11
Multi-Family 3.0 CCF $25.52 $26.52 $27.29
Drainage (SPU and SCL)
Typical Monthly Bill* $52.72 $55.97 $59.34
SingleFamily 10096* $26.36 $27.98 $29.67
Duplex 5096+ $13.18 $13.99 $14.83
Multi-Family 10. 795+ $ 282 $ 2.99 $ 3.17

Note: Rates proposed in legislation do not include projected-teith treatment rate adjustments
* 'Typical' residential parcel of 5,0007,9999 sq. ft.

** Ratio of 'typical’ bill for customers in each discount class to 'typical’ sfagidy parcel bill



APPENDIX A FINANCIAL SUMMARY

Table Al: Drainage and Wastewater Fund Financial Summary

2020 2021 2022 2023 2024
Actuals Project Proposed Proposed Proposed

Operating Revenue

Wastewater $ 300.7 $ 3114 $ 3341 $ 3512 $ 3634

Drainage $ 1534 $ 1647 $ 1745 $ 185.0 $ 196.1

Other $ 6.2 $ 6.3 $ 10.1 $ 104 $ 10.7
Total Operating Revenue $ 460.3 $ 4824 $ 518.7 $ 546.7 $ 570.2
Operating Expenses

Treatment $ 166.6 $ 1655 $ 1717 $ 186.0 $ 196.6

O&M $ 158.5 $ 137.8 $ 1472 $ 1535 $ 161.8

City Taxes $ 543 $ 57.8 $ 625 $ 659 $ 687

State Taxes $ 6.5 $ 6.7 $ 7.3 $ 7.6 $ 7.8

Depreciation $ 33.7 $ 345 $ 392 $ 391 $ 393
Total Operating Expenses $ 385.9 $ 4023 $ 428.0 $ 4521 $ 4743
Net Operating Income $ 744 $ 801 $ 907 $ 946 $ 959
Other Income (Expenses)

Net Interest Expense $ 221 $ (34.5) $ (32.9) $ (37.4) $ (40.3)

Other NorOperating $ 9.9 $ 5.6 $ 3.8 $ 3.0 $ 2.6
Total Other Income (Expenses  $ -12.2 $ (29.0) $ (29.1) $ (349 $ (37.7)
Grants and Contributions $ 217 $ 157 $ 0.8 $ 0.8 $ 0.8
Net Income (Loss) $ 839 $ 66.9 $ 624 $ 609 $ 590

($ millions)



APPENDIX B DWF COST ASSIGNMENT DETAIL

Drainage and Wastewater Cost Assignment Methodology

SPU conducted its last review of DWF cost assignment fact®@2 Inusing2020 actual data. Those
factors were used to determine th&022-2024 drainage and wastewater system cost of service.

This rate study uses the methodology described below for msgjgperating expenses between

drainage and wastewater lines of business. The cost assignment methodology is consistent with that of
the rate studies used to propose rates for 2004 througB2The current rate study uses 20actual

labor expense as thieasis for labor related cost splits. Consistent use of actual expense over time helps
to minimize errors in cost assignment resulting from variations between actual and budgeted spending.

DWF Operating Expenses are grouped into three categories:

DirectOperating Expense

Some expenses are assigned 100 percent to the applicable line of business (e.g., drainage billing
administration). The majority of shared direct operating expenses are assigned based on actual direct
labor expenses of an identified proXyor example, most regulatory direct operating expense is related
to water quality and combined sewer overflow (CSO) issues. Therefore, these activities are assigned
based on actual direct labor expense for a subset of water quality ana&l:8€d capitaland operating
activities. The use of a programmatic proxy is useful in capturing any shifts in the focus of regulatory
support over time

Management estimates are used to identify the cost assignment factors for a limited number of
activities. The bulk ddctivities using management estimates are related to billing and customer service
activities. SPU is responsible for wastewater billing and for drainage and wastewater customer‘service.
Management estimates are used to identify labor effort associatid the support of each line of

business for a targeted subset of customer service budgeted activities.

Administration

Except for Project Delivegnd Engineering (PDEhe cost assignment of all general management
expense is based on the sum of actuiaédt labor expenses for direct operating activities
Administrative expense fd?DHs assigned based on actual direct labor expense charged to capital
projects by each division.

This methodology creates a direct link between administrative functions and the activities they support.
In addition, this methodologgrovidesa consistent mechanism for updating administration cost
assignment from year to year gasethe programmatic focus changes.

4King County administers billing for drainage.



General and Administrative Expense

Finance Accountingand Risk ManagemernFARSgxpense is assigned based on the sum of actual
direct labor expense for all direct operating and administrative activities which charpe ©OWF
budget.

Cost Assignment Factor

The DWEF total operating budget for each operating activity is divided between the wastewater and
drainage lines of business using cost assignment factors These factors represent the typical amount of
supportprovidedto each line of business in carrying out a specific type of activity. Therefore, drainage
and wastewater each receive their proportional shares of activities.



APPENDIX € COMPARATIVE RATES

The following tables compare 20 City of ®attle drainage and wastewater fees to those of other
regional utilities.

FigureG1: Monthly Drainage Bill ComparisorTypical Singldamily Residence

Note: Based on actual bills from respective cities, except Issaquah and Kirkland are estimated.

Figure G2: Monthly Wastewater Bill ComparisonTypical Singld=amily Residence

Note: Based on actual bills from respective cities, except Issaquah and Kirkland are estimated.



FigureG3: Monthly Drainage Bill ComparisonCommercial

Note: Actuabills from respective cities, except Issaquah and Kirkland are estimated.

FigureG4: Monthly Wastewater Bill ComparisonCommercial

Note: Actual bills from respective cities, except Issaquah and Kirkland are estimated.



APPENDIX 2 DRAINAGE COST ALLDICA DETAIL

Runoff is a factor of area and ruoff coefficients. Ruoff coefficients, or flow factors, represent a
mathematical calculation of the portion of rainfall that becomes directoffrduring a storm event. For
example, a 0.35 cefficient means that 35 percent of the rain falling on a particular surface ends up as
run-off, while 65 percent is infiltrated.

Flow factors for a particular surface type will vary depending on the underlying storm assumptions.
Storms are classified by intensity faonany inches of rain fall in a given time), duration (how long the
storm lasts), and recurrence interval. Storms which occur more frequengly ¢ece 2 years) are
considered to be less severe than storms with higher recurrence intervglsa(@5year storm).

The infrastructure and operatioand maintenance expenses of the drainage system are oriented to the
frequency of storm events, as noted below.

f 25year events.The flood management service goal is to prevent flooding of private property in
25year storm events, defined as the maximum rainfall received in 24 hours for the largest
storm expected over a 2fear period. This means that pipes and some other portions of the
drainage system designed for peak storm events must be sized to manage fgsar2
volumes.

f 2-year events.The regulatory goal for combined sewer overflows is an average of not more
than one overflow per site per year. In practice, this means controlling CSOsyigea @vent,
defined as the rainfall that would be received inegurrrence of the seconthrgest storm in one
C & pE]VP §Z % €]} }I(E® }E& X }8Z §Z <]vP }uvsgC SE Su vs
and Wastewater Utility have incurred substantial CSO control costs and expect to continue to
incur them in the futue.

f 6-month events.Water quality infrastructure focuses on hifffequency events, defined as
storms that occur on average twice per year. These investments are an increasingly significant
portion of infrastructure costs as water quality regulations becanwe stringent and Seattle
moves to reduce impacts on creeks and other receiving waters.

f Average storm eventsA variety of the remaining SPU drainage assets and activities, ranging
from Customer Service to general operations, are not associated withfahg preceding
significant storm events, but are designed to serve the overall needs of the drainage system and
its customers. These are assigned based on average storm events, defined as the average of all
storm events over the course of a year.

SurfacelType Cost Share Definition Methodology

The following steps are used to determine the percentage of total flow related expense to be allocated
to each surface area type.

Step 1:ddentify runoff coefficients and area for each surface type city wide.

Runoff coefficients and surface type area are the inputs used to calculate totadffusy surface type
for each storm event.

TableD-1 presents the ruroff coefficients assumed for the four storm events underlying surface type
flow calculation.



TableD-1: Runoff Coefficients by Surface Type and Storm Event

2-Year 6-Month Average

Surface Type 25Year Storm Storm Storm Storm
Impervious 0.925 0.890 0.848 0.613
Pervious Managed Grass 0.564 0.433 0.314 0.022
Pervious Woods and

Unmanaged Grass 0.349 0.214 0.114 0.021
Pervious Good Forest 0.249 0.127 0.048 0.020

Runoff coefficients represent the percentage of rainfall which results in stormwateoffirA runoff
coefficient of 0.56 means that 56 percent of the rainfall landing soréace ends up as ruwff while the
remaining 44 percent is infiltrated into the ground or cracks. The table above demonstrates that
impervious surface has the most amount of foffi under all storm events, but that ruoff increases for
ALL surface typesith an increase in the intensity of the storm.

Table B2 providesa summary of area by surface type for the City of Seattle. These area calculations
A E EJA (E}u E] 0 %Z}3}s % E + v3 Jv 8Z ]8C[s /N «C*3 uX

TableD-2: Square Footage by Surfacepiey(City of Seattle)

Surface Type Sq. Ft % of Total
Impervious 792,533,331 49%
Pervious Managed Grass 655,429,445 41%
Pervious Woods and Unmanaged Gra: 105,430,165 7%
Pervious Good Forest 54,602,936 3%
Total 1,607,995,877 100%

Step 2: Calculate ruoff for each surface type for each storm event

In TableD-3, the runoff coefficients found in TablB-1 are multiplied by the applicable surface type
square footage to calculate total rewmff by surface type and storm event. TaBl& presents this data in
both flow-units and as a percentage of total flow for each storm event.

TableD-3: Runoff Volumes by Surface Type

25-Year Storm 2-Year Storm 6-Month Storm Average Storm
Surface Type Flow Units  %of Flow Flow Units % FlowUnits % Flow Units %
Impervious 733,093,331 64% 705,354,664 69% 672,068,264 75% 485,822,932 96%
Pervious Managed Grass 369,662,207 32% 283,800,950 28% 205,804,846 23% 14,419,448 3%
Pervious Woods & Grass 36,795,128 3% 22,562,055 2% 12,019,039 1% 2,214,033 0%
Pervious Good Forest 13,596,131 1% 6,934,573 1% 2,620,941 0% 1,092,059 0%

Total 1,153,146,797 100% 1,018,652,242 100% 892,513,090 100% 503,548,472 100%



Step 3: Determine Cost Weights feach Storm Event

Todevelop a single percentage of total cost represented by each storm event, the total flow
percentages for each storm event found in Tabi@ are weighted by the percent of total drainage
system expense associated with managing each storm event.

The first step in determining cost weights by storm event is to assigtagrifow expense to storm

event categories. Most capital expense and O&M infrastructure maintenance expense is allocated to the
storm event(s) which the associated infrastructurdesigned to managexcept forpipe expense

which is allocated between storm events using an incremental cost approach. Flow allocated expenses
not directly related to a specific type of infrastructure are typically assigned to the Average Storm event.

Table D-4 presents actual préax flow expense by category. The cost weights by storm event found at
the bottom of the table represent the percent of total expense associated with each storm.event

TableD-4: Pre Tax Flow Expense by Storm Event

25 Year 2 Year 6 Month Avg Storm Total

Category

SPU CSOs Assets $0 $0 $0 $0 $0
Pipe Assets $0 $0 $0 $0 $0
WQ Assets $0 $0 $0 $0 $0
Other Assets $40,057 $67,366 $67,159 $73,602 $248,184
TOTAL CAPITAL $40,057 $67,366 $67,159 $73,602 $248,184
O&M-Treatment $0 $32,974 $0 $0 $32,974
O&M Other $15,215 $11,016 $14,313 $148,305 $188,850
TOTAL O&M $15,215 $43,990 $14,313 $148,305 $221,824

TOTAL PREAX EXPENSE $55,272 $111,356 $81,472 $221,908 $470,008
Cost Weight by Storm Even  11.8% 23.7% 17.3% 47.2%  100.0%

Step 4: Determine FlovBased Cost Shares by Surface Type

By applying the applicable storm event cost weight from TBbleto the percentage of flow

represented by each surface type under each design storm scenario (found irDf&heP can

calculate a cost weighted runff share for each surface type. These shares are used to allocate the flow
based revenue requiremettetween different surface types in the development of surface type rates,

as further describedifZz Z %38 &E ~ E ]Jv P }+¢8§8 o000} S8]}vX_

TableD-5: Flow-Based Cost Share by Surface Type

Surface Type Cost Share
Impervious 82.5%
Pervious ManagedGrass 15.7%
Pervious Woods and Unmanaged Gra: 1.3%

Pervious Good Forest 0.5%




\ \ SEATTLE CITY COUNCIL
Qﬂi‘ CENTRAL STAFF
Augustl3, 2021

MEMORANDUM

To: Transportation and Utilitie€ommittee
From: Brian Goodnight, Analyst
Subject: CouncilBill 120128 20222024 Drainage Rates

Council Bill20129 20222024 Wastewater Rates
Council Bill20130 20222023 Water Rates

OnAugustl8, 2021, the Transportation and Utilities Committee will continue its consideration

of three Council Bills (CB&jt would revise® $So W o] hsS]o]S] [ ~"WB[se & ]v
120128, wastewater rates@B 12012p and retail water ratesdB 120130 SPU provided a

presentation on the%o & } %o } ¢ ]Jooes § S ZulyRa20ZSnegdng.This

memorandumprovides background information on prior Council actiatescribeghe

proposed rate increaseend compares tlemto the ratesadoptedin the 2021t2026 Strategic

Business Plasummarizeshe impactto customers and describepotential technical

amendments.

Background

SPU operates three distinct utilities: Drainage and Wastewater, Solid Waste, and Wiater.
Council typically considers ragetting legislation for one dhe utilities each year, with rates
being set for a thregear period Due to the COVHR9 pandemi@and its economianpacts
however, in 2020the Executive dichot propose an increase to water rates 2021according
to the regular schedule. Therefore, the 2020 adopteater rates continuel unchanged into
2021 In order to get back on the regular schedulee Executive hasow proposed water rate
legislation covering a twgear period (20222023) in addition to the regularly scheduled
update to drainage and wastewater ratesvering a threeyear period (20222024).

The most recentipdates towater rates occurred itlNovember 2017 when the Counp#ssed
Ordinance 125444establishing retail water ratef®r 2018t2020, and Ordinance 125445
establishingvholesale water rates fa2018t2020.Additionally, the Councrkevisedthe
wholesale water rate surcharge for one specific subregiorQvitnancel25662 in Segember
2018.

In October 2018, the Council passed two ordinances establisihamigage and wastewater
rates for 20192021 Ordinancel25686for drainage, andrdinance 12568%r wastewater.In
addition,the Council periodicallpdjusts the drainage and wastewater rates in response to
changesn the King Countyvastewater treatment rate that the City pays the County The
Council approved this type of rate change most recently in Novemberd@Zlrdinance
126215for drainage andrdinance 12816for wastewater
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The Council also recently adoptedaResolution 32000an updated Strategic Business Plan
(SBPjor SPWovering2021t2026 The updated SBEbntains a new mission and visiar SPU,
identifies the departmeng focus ares, describes its lorggrm goals and shofterm strategies,
andspecifies a thregear rate path (2021 to 2023) and a thrgear rate forecast (2024 to
2026) (}E& o00 SZE }( "Wh[e ]e8]v 8§ psS]o]s] X

RetailWater: Proposed 20222023 Rates and SBP Comparison

SPU manages and operates a water system that supplies drinkingtovaégail customers

inside and outside of the city boundaries and to wholesale customers, which includes nearby
cities, water districts, and the Cascade Water Alliatit 120130 wouldstablishretail water
ratesfor residential, general service.g.,multifamily residental andcommercial), and public

fire customersThe bill wouldalso revise the loincome assistance credits for qualifymwgter
customersand wouldcreate new rate schedules for customers in Burien and Mercer Island to
account for new utility taxes in trse jurisdictions.

The proposedvater rate increasgfor 2022 and 202are shown in Table 1, alongside the
endorsed rate increases from the S&Rlanupdated forecastor increasesexpected between
202412026.

Table 1. Comparison Bfoposed Water Rates 8P

Proposed Forecast
| 2021] 2022| 2023] 2024| 2025| 2026| 6-Year Avg
Water
Proposed Rates 0.0%| 2.6%| 3.6%| 4.0%| 4.7%| 3.6% 3.1%
Adopted SBP 0.0%| 27%| 47%| 3.6%| 4.2%| 5.5% 3.4%

Note: The proposelggislation would only establish rates for 2022 and 2023. The rates for additional years are
included for reference purposes only.

As shown in Table fhe proposed water rate increases are lower in 2022 and 2023 than the
rate increases endorsed in theBRBdditionally, "W h[e p% § (}E sthedthadlk ] S
year average rate increase walso be below the average in the SBRe differences between

the adopted SBP and the proposed rate increaseslue tothe updating of key assumptiorns
the intervening period.

SPU prepared th8BRand itsassociated materials during 2020, libe Executive chose to
delay the submittal of th planas a result of the pandemic. Therefore, although the Council
adopted the SBP in M&021, some of the underlyingnalysiswas performedalmost a year
before thewater rate study thats the basis for the current proposal. This detailed sitely
(attached & Exhibit A to the Summary and Fiscal No&visesseveralassumptionsgetermines
the level of resources requirddr the depatment to meet its financial policies, arwlculates
the revenue requirement for the retail system
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According to the rate study, the two most impactful updasee related to wholesale revenues
and thefinancingplanfor capital projectsThe SBP included an assumption that wholesale
revenueswvould decreasas wholesale rates were loweréa account for overpayments in
previous yearsSPU igurrently indiscussionsvith wholesale customers over a variety of topics
however, includingfuture rates, and the current rate study assunaebkigher level of wholesale
revenues tharthe SBP. Increasing wholesale revenues reduces the amount of revenue dequire
from retail customers, thus loweringtail rate increases

The current rate study alsagpdates the capital financing plan for water projects. Cash balances
for the Water Fund are at an d@lme highand, given the lownterestrate environment, SPU is
planning to usesome of that cash balance to defease existiigiHinterest debt.This action,

along with the refundingf other bonds, is expected to generagabstantialdebt service

savingsn future years

Theproposed ratesare also impacted byevisedassumptiongegardingcustomer consumption
(small increaseni system connections, spreading costs among more custgnEdicipation in
the Utility Discount Progrant¢ntinued growthas the economic impacts of the pandemic
continue), andan effort to smooth therate path by increasing revenwellections in early years
to ease the impacof predictedcostincreass inlater years.

Overall, the proposed water rates woulttrease SPU revenues by almosiO$illion in 2022
(relative to 2021) andpproximately$9.1 million in 2023 (relative to 2022).n 8§} §Z ]SC]|-
imposition ofa utility tax on retail water revenueapproximately $1.1 million an§1.4million

of that additional revenueA } p o % | S} SZ ]SC[in 2022@NdR2023 v
respectively.

Drainage and WastewaterProposed 20222024 Rates and SBP Comparison

Drainage and wastewater fees work in tandem to provide SPU sufficient revenue to manage the
stormwater and wastewater collection and treatment systems. The systems are physically
interconneded in parts of the city through combined pipes that handle both stormwater and
wastewater.CB 120128 and CB 120129 woesdiablish drainage and wastewater rafies

202212024 andwould revise the lowincome assistance credits for qualifying utiitystomers

The proposedirainage and wastewataate increases for 2022024 are shown in Tablg,

alongside the endorsed rate increases from the SBP and an updated forecast for increases
expectedin 2025 and2026.
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Table2. Comparison dProposedrainage and WastewatdRatesvs SBP

Proposed Forecast

| 2021 2022] 2023] 2024| 2025| 2026] 6-Year Avg
Drainage
Proposed Rates 7.4% 6.0% 6.2% 6.0% 6.2% 6.2% 6.3%
Adopted SBP 7.4% 8.6% 7.2% 3.9% 6.5% 6.7% 6.7%
Wastewater
Proposed Rates 7.3% 2.0% 3.9% 2.9% 4.5% 4.5% 4.2%
Adopted SBP 7.3% 3.1% 5.9% 0.5% 7.8% 3.6% 4.7%

Note: Theproposed legislation would only establish rates for 22224 The rates for additional years are
included for reference purposes omgditionally, thetables in this memorandunmclude projections for future
Jv @ e« ¢ 3} <]JvP }uvSC[s A ntJak.3 E SE 3u

As shown in Tabl2, the proposed increases for both drainage and wastewateld@ser than
the rate increases endorsed in the SBP for 20222028 butare higher than the SB&hdorsed
rates for 2024 "Wh|[e u% S (}@025 arkd 202§, if accurate, would result in the six
year average rate increasbeing below the averagan the SBP. Similar to the water rate
discusgn above,the differences bveen the SBRNd the proposedirainage and wastewater
rates are largely due tohangng assumptions betweethe time when the SBP analysis was
performed ancthe current analysis

According to the rate study, the most impactéiiange to the rate pathcame fromrecognizing
the decreas in wastewatersystem usage that resulted from the panden8anilar to water,
wastewater rates are volume basaddrevenues are negatively impacted by decreased
consumption System expenses, however, are largely fixed and dexp¢riencedecreases in
tandem with decreasing volumeshe rate study projects that wastewater volumes will
rebound over time, although slowly, with the recovery stretching into 2027.

Counteractinghat decrease in wastewater volumaad contributing to the reducetate

increases for drainage asavings achievebly taking advantage dhe low-interest rate
environmentanda cash balance in eass ofinternal financial targetsSPU intends tdefease

and refund existing higinterest debt anduse some of its cash balanceitereasethe cash

financing of capital projects. SPU financial policies require that at least 25 percent of the capital
improvement plan over a fowyear aveage be funded with cash. Thate study assumean

average of 45 percent cash funding during the next three yewth an additional 25 percent
financedwith low-interestloans.

Another factor ifluencing the difference in proposed rates relative to 8BP is a changethe
assumption regarding King County wastewater treatmghdrges, which is the largest
operating expense for wastewater and the Drainage and Wastewater Kimgl.County has
recently modified its approacto instituting treatment rate increases, switchirfigom a biennial
cycle to arannual cycleThe rate studyncorporates this adjustmerdnd assumeannual
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treatment rateincreases of} -5 percent,rather than the assumptions in the SBP of 10.3
percentincreases in 2028nd 2025 and no increases in 2024 and 2@26éase see the Potential
Amendments section below for additional information on the treatment rate increases included
in the proposed legislation.

Overall, the proposedrainagerates would increase SPU revenimsapproximately$10.1

million in 2022 (relative to 2021$10.9 million in 2023 (relative to 2022)d $L.1.4million in

2024 (relativeto 208). u 8} §Z ]SC[e ]ué&uilny 3¢ ondrainagerevenue,an

average ofhpproximately$1.2 million of the additional revenue each year wouldgdzed to the
]SC[e " v E 0 &uv X

With respect to wastewater, the proposed ratasd changes in demangould increase SPU
revenues byapproximately $24.4 million in 2022 (relative t0221), $18.8 million in 2023

(relative to 2022), and iTX® u]oo]}v Jv 71118 ~E o S]A &} 1i7ieX dZ ][8C[* us

wastewaterrevenues would direct an average of approximately $2.2 million of the additional
revenue each year to the General Fund.

Cusbmer Impact

Table 3 shows the impact of the proposed drainagastewater and watemrate increases on
the monthly bills for a typical residential customer and for a typical small store, such as a
convenience store. The table shows the expected monthly bills for those typical custangers
provides the dollar and percentage increases fitwa previous year.

Although the annual percentage increases in T&8aeme close to matching the overall
proposed rate increases shown in Tableand, the annual increases do not match exactly.
The rate increases ihe previous tableshow the averge increase for all customer types and
tiers, but do not represent the specific increase that every customer will experience.
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Table 3. Monthly Impact of Proposed Rate Increases to Customers

| 2021 | 2022 2023 2024
Drainage
Residential $50.00 $52.72 $55.97 $59.34
$ Change from Prior Yeal -- $2.73 $3.24 $3.37
% Change from Prior Yeg -- 5.5% 6.2% 6.0%
Convenience Store $120.43 $128.93 $136.86 $145.10
$ Change from Prior Yeal -- $8.50 $7.93 $8.24
% Change from Prior Yeg -- 7.1% 6.2% 6.0%
Wastewater
Residential $71.68 $73.14 $76.02 $78.22
$ Change from Prior Yeal -- $1.46 $2.88 $2.19
% Change from Prior Yeg -- 2.0% 3.9% 2.9%
Convenience Storé $250.05 $255.15 $265.20 $272.85
$ Change from Prior Yeal -- $5.10 $10.05 $7.65
%Change from Prior Yea -- 2.0% 3.9% 2.9%
Water
Residential $45.69 $47.04 $48.66
$ Change from Prior Yeal -- $1.35 $1.62
% Change from Prior Yeg -- 3.0% 3.4%
Convenience Storé $107.30 $109.70 $113.70
$ Change from Prior Yeal -- $2.40 $4.00
% Change from Prior Yeg -- 2.2% 3.6%
a t Typical monthly singlamily drainage fee based on 1/12 of annual fee for 5,00899 sq. ft. rate tier
bt « }v ilit }( vvp o ( (}E 6UQGIT <X (8X ]Jv §Z "~s EC , AC_ S P}CEC

¢ tBased omonthly wastewater consumption of 4.3 CER Zpv & M L CCF £ 748 gallons)
d tBased on monthly wastewater consumption of 15 CCF

e tBased on monthly water consumption of 5 CCF

f tBased on monthly water consumption of 15 CCF

Potential Amendments

CB 120128Drainage Rategind CB 120120V astewater Ratesyequireamendments to

correct errors in the transmitted versions of the bilBoth bills contained similar errors and

staff haveprepared substitute versions of the billattached to this memorandunfior the
}uu]s8s [ }ve] & S]}v }v pPpes id6X

Thesubstitute billswould replace incorrect drainage and wastewater rafes2023 and 2024
with corrected values. In thBrainage and Wastewater Rate Stiabcompanying the bill§PU

Ul e eepu%s]}ve E P E JvP (USPHE Jv E =« « 8} <]JvP }AUSC[e A 3

this time, King County has only approvedastewater treatment ratencreasefor 2022.
Therefore, the bills should only includd¢reatment rate increase for 202®ut not for 2023 and
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2024.The bills transmitted by the Executive, however, inadvertently included the treatment
rate increase assumjains for 2023 and 2024. The substitute biliguld correct those errors.

When King County does adopt treatment rate increase$uimre years, SPU will need to
SE veul]3 v A o P]Jeo 8]}v uv ]JvP 8Z ]8C[s E JvP v A3 AS3CE

The substitute billsvould also correctan omissionn section numberingas the transmitted
billsomit a Section 2.

Attachments:

1. CB 120128 Proposed Substitute
2. CB 120129 Proposed Substitute

cc Dan Ederinterim Director
Aly Pennucci, Policy aflidget Manager
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Vas Duggiral&Brian Goodnight
SPU 20222024 Drairage Rates ORD

D2ata
CITY OF SEATTLE
ORDINANCE
COUNCIL BILL
title

AN ORDINANCE relating to drainage services of Seattle Public Utilities; adjusting drainage
rates to pass through changes to treatment rates charg@bgounty and meet capital

financing requirements; amending Section 21.33.030 of the Seattle Municipal Code to

reflect adjusted rates; and amending Section 21.76.040 of the Seattle Municipal C
adjust credits to lovincome customers.

..body

WHEREAS,Seattle Public Utilities has recently completed a rate study incorporating guid

of its adopted 2022026 Strategic Business Pjand

bde to

ance

WHEREAS, the Strategic Business Plan Update included increases in the capital and opérating

requirements ofite Drainage and Wastewater Fund in response to federal and state

regulatory requirements, as well as environmental and infrastructure concerns, wit
resulting increase in revenue requirements; and

WHEREAS, drainage and wastewater sadee calculateth accordancevith the financial
policies adopted by Coundesolution30612 and Statement of Legislative Intent1t3
A-1; and

WHEREAS, Seattle Public Utilitiefvastewater and drainagates are based ahe sum of the
treatment ratand system rate; and

WHEREAS, thewvastewater and drainagreatment ratearedesigned t@passthrough treatment
expenses paid to King County and Southwest Suburban Sewer Distdanytaxes,
expensesyr discouns concurrently incurred; and

WHEREAS, thewastewater and drainaggstem ratearedesigredto pasghrough allother

expensesandany taxes odiscounts concurrently incurred; and
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Vas Duggiral&@Brian Goodnight
SPU 20222024 Drairage Rates ORD
D2ala

WHEREAS, discount prograneredits for qualified customensdirectly billed forserviceseed
to be updated tceflect changes to rateNOW, THEREFORE,
BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. Subsectid?il.33.030.Dof the Seattle Municipal Co¢devhich section was last
amended by Ordinande26215 is amended as follows:

21.33.03Mrainage service charges and drainage ratésSchedule? Exemptions

* % %

D. Drainage rates used in the calculation of drainage service charges shall be the sum of

the treatment rate and the system rate, as follows:
1. Treatment rate. Th&reatment ratéshal be the rate required to pay the

drainage share ofreatment costwhich is the cost of wastewater treatment, interception and

disposal service, and any associated costs necessary to meet Drainage and Wastewater|Fund

policies. The treatment rate shallthe amount obtained when (a) the projected drainage

treatment cost for each rate category is divided by (b) the projected number of billing units in

each rate category and the result is multiplied(b$#4-percen) 1.189507 in 2022, 1.19030

in 2023, &ad 1190379 in 20240 cover the costs of taxes, low income rate assistance, and other

allowances. The projected treatment cost shall be the treatment cost anticipated for the upcoming

calendar year, which may include an adjustment to reflect the difesretether positive or

negative, between the drainage share of expected total treatment cost for the current year and the

total drainage service charge revenues attributable to the treatment rate expected for the |current

year. The treatment rate is desidrie pass through cost changes driven by King County and

may be adjusted by ordinance at any time in response to such charges.
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Vas Duggiral&@Brian Goodnight
SPU 20222024 Drairage Rates ORD
D2ala

2. System rate. Théystem ratéshall be the rate required to fund the expens
associated with operating, maintaining, andstarcting the City§ surface and stormwater
management system, including any share of combined sanitary and stormwater system ¢

assigned to drainage.

drainagdreatment rateand dates effectivare as follows

((Effective January 1, 2020
Treatment| Systen| Total

Rate Category Rate Rate BPramageRate  Biling-Unit
Smal-Residential

Under-2,000-sg-ft $12.86 $170-5¢ $183.47  per parcel
2:000£.999-sg—Ht $22.2¢ $276.4¢ $208.79  perparcel

;0004 $30.74 $383.52 $414.2¢  perpareel
5;0006,999-s¢-+t $41.8¢ $516.4: $558.21  perparcel
General Service/lLarge Residential
Undeveloped (15% impervious)

Regular $3.50 $42.5¢ $46-05 per1.000-sgHt.
Low-Impact $2.0§ $25:34 $27.4(0 per 1,000 sq. ft.
Light (16 85% impervious)

Regular $5.25 $63.5C $68-75 per1.000-sgHt.
Low-Impact $4-10 $49.75 $53.89 per 1,000 sqit.
Moderate (3665% impervious)

Regular $7.49  $90.37 $94-8¢ per1000-sgHt.
Low-Impact $6-0§ $43-15 $79.21 per 1,000 sq. ft.
Heawy {6685%- impervious) $9-93 $119.57 $129.5C per 1,000 sq. ft.
Very Heavy (864.00%-impervious) $11.87 $142.7 $154.-6( per1,000-sg-ft.

D

Xxpense
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Vas Duggiral&@Brian Goodnight
SPU 20222024 Drairage Rates ORD

D2ata
Effective January 1, 2021
Freatment| Systen Fotat

Rate Category Rate Rate DrainageRatel Billing-Unit
Small Residential

Under-2,000-sg-ft $10.%| $184-6( $195.% per parcel
2:000£.999-sg—Ht $21-3F $209-2 $320.8  perparcel

;0004 $3016 $415-0¢ $44525  perparcel
5,00046,999 sq--ft. $41.00 $558.94 $59994 per parcel
7,0009.999 sq¢. ft. $52.0¢ $705.6( $75769  perparcel
General Service/lLarge Residential
Undeveloped (@15% impervious)

Regular $3-4  $46.0¢ $49.8 per 1,000 sg.ft.
Low-Impact $2.07 $2443 $29.449 per 1,000 sg. ft.
Light (16 85% impervious)

Regular $5.19  $68.7< $73.2| per1,000-sg-t.
Low-Impact $4.2| $53.85 $57.8| per 1,000 sg. ft.
Moderate (3665% impervious)

Regular $7.#  $97.81 $105.5| per1,000-sg-t.
Low-Impact $5:827 $791§ $85.00 per 1,000 sg. ft.
Very Heavy (86400% impervious $1162 $154-44 $16581 per1.000-se-))

For small residential parcels, per parcel:

Small Residential Parcels Jan 1, 2027 Jan 1, 2027 Jan 1, 202] Jan 1, 2024
Under 2000 sq. ft. $10.97 $12.83 $13.94 $14.75
$12.83 $12.83
2,0002,999 sq. ft. $21.36 $22.45 $24.34 $25.77
$22.45 $22.45
3,000#4,999 sq. ft $30.16 $31.47 $34.15 $36.17
$31.47% $31.47%
5,000#,999 sq. ft $41.0(¢ $43.0(¢ $46.64 $49.3¢
$43.00 $43.0(¢
8,0009,999 sq. ft. $52.09 $54.43 0 $62.4¢6
$54.43 $54.43

Template dst revisedecember 1, 2020 4




Vas Duggiral&@Brian Goodnight
SPU 20222024 Drairage Rates ORD
D2ala

For general service and large residential parcels, per 1,000 sq. ft.:

Janl, 2021 Jan 1, 2027 Jan 1, 202] Jan 1, 2024
Undeveloped0%to 15% impervious) $3.44 $3.65 $3.96 $4.19
$3.65 $3.65
Undeveloped (Low Impact) $2.07 $2.09 F F2g
$2.09 $2.09
Light (16% to 35% impervious) $5.1¢ $5.44 $5.91 $6.25
$5.44 $5.44
Light (Low Impact) $4.07 $4.27 $4.58 $4.84
$4.22 $4.22
Moderate(36% to 65% impervious) $7.34 $7.74 $8.44 $8.89
$7.74 $7.74
Moderde (Low Impact) $5.87 $6.24 $6-7§ $7 17
$6.24 $6.24
Heavy(66% to 85% impervious) $9.75 $10.2° $11.» $11.7¢
$10.25 $10.25
Very Heavy(86% to 100% impervious $11.67 $12.23 $13.2§ $14.04
$12.23 $12.23
4. Annual drainage system rates are as follows:
For small residential parcels, per parcel:

Jan 1, 2027 Jan 1, 2027 Jan 1, 202 Jan 1, 2024
Under 2000 sq. ft. $184.6( $191.3¢ $202.8" $215.11
2,0002,999 sq. ft. $299.21 $314.6¢ $333.5( $353.64
3,000#4,999 sq. ft $415.0¢ $434.44 $460.41 $488.2/
5,0004,999 sq. ft $558.94 $589.67 $624.97 $662.64
8,0008,999 sq. ft. $705.6( $743.5¢ $788.0( $835.64

For generatervice and large residential parcels, per 1,000 sq. ft.:
Jan 1, 2027 Jan 1, 2027 Jan 1, 2023 Jan 1, 2024
Undeveloped0% to 15% impervious) $46.05 $50.03 $53.03 $56.23
Undeveloped (Low Impact) $27.45 $29.07 $30.75 $32.61
Light (16% to 35% impervious) $68.73 $74.22 $78.65 $83.4(
Light (Low Impact) $53.85 $57.7( $61.15 $64.85
Moderate(36% to 65% impervious) $97.81 $105.13 $111.41 $118.14
Moderate (Low Impact) $79.1¢ $84.9¢ $90.03 $95.47
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Jan 1, 202] Jan 1, 2021 Jan 1, 2023 Jan 1, 2024
Heavy(66% to 85% impervious) $129.47 $138.8] $147.17 $156.0]
Very Heavy(86% to 100% impervious $154.44 $165.6( $175.44 $186.1(

(@ hallorovid uction in the.drai ice-charg

5. SPU shall provide a ten percent reduction in the drainage service charge

e for

d

2MS are
24
eattle

lely

ion

for the

to

11%

for

parcels containing new or remodeled commercial buildings that, after July 27, 2003, install and

utilize rainwater haresting systems that meet the performance requirement that the systems are

sized to use the amount of rain that falls on the roofs of such buildings during a one yeatr,

hour storm event. A system that involves indoor uses of rainwater must be permifealttie

24

King County Department of Health to qualify for the rate reduction. A system that relies solely

on the capture and indoor use of rainwater shall qualify for the drainage service charge reduction

only if the system is sized to meet the performargeirement stated above. Qualifying for the

drainage service charge reduction does not relieve the property owner from the obligation to

comply with applicable stormwater and drainage code reqguirements for the buildings and
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hall be

he-parcel is

6. Effective November 7, 2008, open space properties or parcelbsichihrged

only for the area of impervious surface and at the rate under which the parcel is classified using

the total parcel acreage.

* % %

Section23. Subsectior?21.76.040A of the Seattle Municipal Cod&hich section was
last amended b@rdinancel26216 is amended as follows:
21.76.04(Rate discounts
A. Drainage, wastewater, and water. Certified-ioaome residential utility customers
(Certified customers) will receive rate discounts (or credits) in the following amounts:
1. Wastewate Certified customers billed directly for Seattle Public Utilities

wastewater services will receive a rate discount equal to 0.5 times the total current waste

water

volume charge. Certified customers who pay for wastewater services indirectly throusjatignt

receive the following rate credits based on dwelling type and consistent with Section 21.7
Effective date Single-family and duplex dwellings | Multifamily dwellings
January 1, 2020 $33.43 per month $23.32 per month
January 1, 2021 $35.85 per month $25.01 per month

At the time of a change to the wastewater volume charge described in Secti
21.28.040, the Director of Seattle Public Utilities shall calculate new credits for certified
customers who pay for wastewater services indirélatough rent. The rate credit for single
family and duplex customers shall be 0.5 times the wastewater volume charge multiplied

cubic feet (4.3 CCF), which is typical singkmily residential sewer billed consumption. The
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rate credit for multifenily dwelling customers shall be 0.5 times the wastewater volume cha

multiplied by 3.0 CCF, which is typical multifamily sewer billed consumption.

2. Drainage. Certified customef@esiding-insideFhe-City-of Seatfjeshall

receive the following rate credits for drainage services based on dwelling type:

irge

(Effect el m I eitarmil
Jantarn-+2620 $2324-permonth $1H1-62permonth  $249-permenth
Jandary-1.-2021 $25-00permeonth | $1250permonth | $2.68-permont))
Effective Effective Effective Effective

Jan1,202] Jan1,2027 Janl1,202] Jan1, 202¢

Single Family $25.0C $26.3€ 527,96 $529.67
Duplex $12.5( $13.1¢ S fs
$13.97 $14.7(

Multifamily $2.68 $2.82 S $3-11
2.98 $3.15

3. Water. Certified customers billed directly for Seattle Public Utilities water

services shall receive a rate discount equal to 0.5 times the total current commodity and base

service charges. Certified customers who pay for vearices indirectly through their rent shall

receive the following rate credits based on dwelling type and consistent with Section 21.7/6.050:

Effective date Single-family and duplex dwellings | Multifamily dwellings

January 1, 2017

$20.56 per month

$12.38 per month

January 1, 2018

$21.15 per month

$12.38 per month

January 1, 2019

$21.86 per month

$12.38 per month

January 1, 2020

$22.85 per month

$12.50 per month

* % %

Section34. This ordinance does not affect any existing right acquirdiity or

obligation incurred under the sections amended or repealed in this ordinance or under any rule or

order adopted under those sections, nor does it affect any proceeding instituted under thg

sections.

se
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Sectiond5. The provisions of this ordinae are declared to be separate and severabl
a court of competent jurisdiction, all appeals having been exhausted or all appeal periods
run, finds any provision of this ordinance to be invalid or unenforceable as to any person
circumstance hten such provision or provisions shall be null and severed from the rest of t
ordinance with respect to the particular person or circumstance. The offending provision y
respect to all other persons and all other circumstances, as well as all otigops of this

ordinance, shall remain valid and enforceable.

e. If
having
ol

Nis

vith
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Section56. This ordinance shall take effect and be in force 30 days after its approva

the Mayor, but if not approved and returned by the Mayor within ten days after presentatic

shal take effect as provided by Seattle Municipal Code Section 1.04.020.

Passed by the City Council the day d , 2021,

andsigned by me in open session in authentication of its passage this dg of

, 2021
President of the City Council
Approved/ returned unsigned / veto#us day of , 2021
Jenny A. DurkanMayor
Filed by methis day of , 2021

Monica Martinez Simmons, City Clerk

(Seal)
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SPU20222024 WastewateRates ORD

D2ata
CITY OF SEATTLE
ORDINANCE
COUNCIL BILL
title

AN ORDINANCE relating to wastewater services of Seattle Public Utilities; adjusting
wastewater rates to pass through changes to treatmenthratged by King County;
amending Section 21.28.040 of the Seattle Municipal Code to reflect adjusted rate
amending Section 21.76.040 of the Seattle Municipal Code to adjust credits to low
income customers.

..body

WHEREAS,Seattle Public Utilities has recently completed a rate study incorporating guid

of its adopted 2022026 Strategic Business Pjand

:and

U)

ance

WHEREAS, the Strategic Business Plan Update included increases in the capital and opérating

requirements of the Draiga and Wastewater Fund in response to federal and state
regulatory requirements, as well as environmental and infrastructure concerns, wit
resulting increase in revenue requirements; and

WHEREAS, drainage and wastewater rates are calculated in aceomidim¢he financial
policies adopted by Coundesolution30612 and Statement of Legislative Intent1t3
A-1; and

WHEREAS, Seattle Public Utilitiefvastewater and drainagates are based ahe sum of the
treatment rate and system rate; and

WHEREAS, the wastewater and drainage treatment rates are designedttoquagstreatment

N a

expenses paid to King County and Southwest Suburban Sewer District, and any taxes,

expenses, or discounts concurrently incurred; and
WHEREAS, the wastewater and orage system rates are desdito pasghrough all other

expenses, and any taxes or discounts concurrently incurred; and

Template ast revisedecembeid, 2020 1
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WHEREAS, discount prograneredits for qualified customensdirectly billed for services need
to be updated to reflect changes togsalOW, THEREFORE,
BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. Subsectid?il.28.040.Bof the Seattle Municipal Codevhich section was las|
amended by Ordinande6216 is amended as follows:
21.28.040 Wastewater volume charge
* % %
B. Thewastewater volume rate shall be the sum of the treatmerandtle system rate
as follows:

1. Treatment rate. Th&reatment ratéshall be the rate required to pay the
wastewater share dfreatment cost,which is the cost of wastewater treatmenteiception and
disposal servicesnd any associated costs required to meet Drainage and Wastewater Fu
financial policies. The treatment rate shall be the amount obtained when (a) the projected
wastewater treatment cost is divided by (b) the projedtkedi vastewater consumption, each

for the next calendar year, and the result is multiplief{3y8-7percent-in2020-and-116.4
percentin202)) 1.180797in 2022 1.184033in 2023, and 1184530in 2024and thereafteto

cover the costs of taxes and kincome rate assistance. The projected treatment cost shall
treatment cost anticipated for the upcoming calendar year, which may include an adjustm

reflect the difference, whether positive or negative, betwhe total expected treatment cost

be the

ent to

for

the current year and the total wastewater volume charge revenues attributable to the treatment

rate expected for the current year. The treatment rate is designed to pass through cost ch
driven by King County athmay be adjusted by ordinance at any time in response to such

charges.
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2. System rate. Thésystem ratéshall be the rate required to pay the cost of
carrying and discharging all wastewater and any wastextatded share of stormwater into th
City seweage system, as presently maintained and operated and as may be added to, im

and extended.

3. The wastewater volume rgier CCFshall be in accordance with the followin
schedule:
((Effective Jan. 1, 202 Effective Jan—1.2021
FreatmentRate $8-84 $9.25
System-Rate $6.71 $7-42
Wastewater Volume-Rate $15.5¢ $16.67)
Effective Effective Effective Effective
Jan 1, 202] Jan 1,202 Jan 1, 202} Jan 1, 2024
Treatment Rate $9.25 $9.34 $10-01 $10.57
$9.34 $9.34
System Rate $7.47 $7.67 $7.67 $7.67
Wastewater Volume Rate $16.67 $17.01 $17.64 14
$17.01 $17.01

* % %

Section23. Subsectior?1.76.040A of the Seattle Municipal Cod&vhich section was
last amended by Ordinant26216 is amended as follows:

21.76.040Rate discounts

A. Drainage, wastewater, and watgEertiied-low-income-residential-utility-customers

(Certified-customery)) Certified customerwill receiverate discounts (or credits) in the

following amounts:

1. Wastewater. Certified customers billed directly for Seattle Public Utilities

e

proved,

g

wastewater services will receive a rate discount equal to 0.5 times the total current wastewater
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volume charge. Certified customers who pay for wastewater services indireatigtthremt shal

receive the following rate credits based on dwelling type and consistent with Section 21.7/6.050:

(s ralefamil | duplox dwall itamilv dwell
January-1-2620 $33.43-per-month $23.32 per-month
January 12021 $35.85 permonth $25.01 permonii

Effective Effective Effective Effective

Jan 1, 202] Jan 1, 2021 Jan 1, 2021 Jan 1, 2024

SingleFamily $35.8¢ $36.57 $38-0 $39.11

$36.57 $36.57

Duplex $35.8¢ $36.57 $38.01 $39.11

$36.57% $36.57%

e $25.01 $25.57 $26.54 $27.2¢

Multifamily $25.57 $25.57

At the time of a change to the wastewater volume charge described in Section

21.28.040, the Director of Seattle Public Utilities shall calculate new credits for certified
customers who pay for wastewater services indirectly through rent. The rate arsitigfe
family and duplex customers shall be 0.5 times the wastewater volume charge multiplied
cubic feet (4.3 CCF), which is typical singkmily residential sewer billed consumption. The
rate credit for multifamily dwelling customers shall b fimes the wastewater volume charg
multiplied by 3.0 CCF, which is typical multifamily sewer billed consumption.

2. Drainage. Certified customerssiding inside The City of Seattéball receive

the following rate credits for drainage services basedwsiling type:

Effective Date Single-Family Duplex Multifamily
January 1, 2020 $23.24 per month| $11.62 per month| $2.49 per month
January 1, 2021 $25.00 per month| $12.50 per month| $2.68 per month

3. Water. Certified customers billed directly for Seattle Public Utilities water

services shall receive a rate discount equal to 0.5 times the total current commodity and

by 430

¢

hase
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service charges. Certified customers who pay for water services indirectlghhiair rent shall

receive the following rate credits based on dwelling type and consistent with Section 21.7/6.050:

Effective date Single-family and duplex dwellings| Multifamily dwellings
January 1, 2017 $20.56 per month $12.38 per month
January 12018 $21.15 per month $12.38 per month
January 1, 2019 $21.86 per month $12.38 per month
January 1, 2020 $22.85 per month $12.50 per month

* % %

Section34. This ordinance does not affect any existing right acquired or liability or
obligationincurred under the sections amended or repealed in this ordinance or under any
order adopted under those sections, nor does it affect any proceeding instituted under thg
sections.

Sectiond5. The provisions of this ordinance are declared to parsg¢e and severablé.
a court of competent jurisdiction, all appeals having been exhausted or all appeal periods
run, finds any provision of this ordinance to be invalid or unenforceable as to any person or
circumstance, then such provision ooyasions shall be null and severed from the rest of this

ordinance with respect to the particular person or circumst@heeoffending provision with

respect to all other persons and all other circumstances, as well as all other provisions of|this

ordinarce, shall remain valid and enforceable.
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Section56. This ordinance shall take effect and be in force 30 days after its approva

the Mayor, but if not approved and returned by the Mayor within ten days after presentatic

shall take effect as providdyy Seattle Municipal Code Section 1.04.020.

Passed by the City Council the day d , 2021,

andsigned by me in open session in authentication of its passage this dg of

, 2021
President of the City Council
Approved/ returned unsigned / veto#us day of , 2021
Jenny A. DurkanMayor
Filed by methis day of , 2021

Monica Martinez Simmons, City Clerk

(Seal)

Template dst revisedecembetr, 2020 6

al by

DN, it




<. Seattle PulicUtiliti




Agenda
iStrategic Business Plan (SBP) Update
MVater

HUpdates to Strategic Business Plan
iRate Proposal Changes

Wastewater & Drainage
HUpdates to Strategic Business Plan
1Rate Proposal Changes

1 Seattle Public Utilities



Endorsed Rate PathStrategic Business Plan

Rate Path Rate Forecast
2021 2022 2023 2024 2025 2026 Average
Water 0.0% 2.7% 4.7% 3.6% 4.2% 5.5% 3.4%
Wastewater 7.3% 3.1% 5.9% 0.5% 7.8% 3.6% 4.7%
Drainage 7.4% 8.6% 7.2% 3.9% 6.5% 6.7% 6.7%
Solid Waste 2.9% 2.9% 2.2% 2.3% 2.1% 2.1% 2.4%
Combined 4.5% 3.9% 5.0% 2.2% 5.4% 4.2% 4.2%

Approved rate legislation currently in effect

Seattle Public Utilities




Strategic Business PlarProposed Rates

Sixyear average rate path lowered from 4.2%3t8%.

Rate Path Rate Forecast
2021 2022 2023 2024 2025 2026 Average
Water 0.0% 2.6% 3.6% 4.0% 4.7% 3.6% 3.1%
Wastewater 7.3% 2.0% 3.9% 2.9% 4.5% 4.5% 4.2%
Drainage 7.4% 6.0% 6.2% 6.0% 6.2% 6.2% 6.3%
Solid Waste 2.9% 2.9% 2.2% 2.3% 2.1% 2.1% 2.4%
Combined 4.5% 3.0% 3.8% 3.5% 4.3% 4.0% 3.9%

Approved rate legislation currently in effect

Proposed rate legislation

3 Seattle Public Utilities




Single Family Residential Bill Comparison

2021 2022 2023 2024 2025 2026

Strategic Business Pla  $222.62 $232.03 $243.79 $249.50 $262.96 $274.51

Proposed Rate Update  $222.62 $229.47 $238.49 $247.34 $258.16 $268.92
Savings $0 -$2.56 -$5.30 $2.16 -$4.80 -$5.59

4 Seattle Public Utilities
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Proposed Water Rates

Proposed Ratt
Path Rate Forecast

2021 2022 2023 2024 2025 2026 Average
SBP Rate Path 0.0% 2.7% 4.7% 3.6% 4.2% 55% 3.4%
Rate Proposal 0.0% 2.6% 3.6% 4.0% 4.7% 3.6% 3.1%

6 Seattle Public Utilities



Water Rates—
Updates since Strategic Business Plan

Capital Financing
T Savings from 2021 bond issue, including refunding and defeasance

Non-Retail Rate Revenue
T Adjusted wholesale revenue projections

T Nonoperating revenue reduced to reflect more conservative development
forecast

Customer Assumptions
T Consumption adjusted to flat forecast
T Increased participation in Utility Discount Program

7 Seattle Public Utilities
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Proposed Drainage & Wastewater Rates

Proposed Rate Path

Rate Forecast

Wastewater SBP Rate Patr  7.3%
Wastewater Rate Proposal 7.3%

Drainage SBP Rate Path 7.4%

2021 2022 2023 2024 2025 2026 Average
3.1% 5.9% 0.5% 7.8% 3.6% 4.7%
2.0% 3.9% 2.9% 4.5% 4.5% 4.2%
8.6% 7.2% 3.9% 6.5% 6.7% 6.7%
6.0% 6.2% 6.0% 6.2% 6.2% 6.3%

Drainage Rate Proposal 7.4%

Seattle Public Utilities




Drainage & Wastewater Rates
Updates since Strategic Business Plan

Capital Financing
T Savings from 2021 bond issue, including refunding and defeasance

Customer Assumptions
T Consumption adjusted to flat forecast
T Increased participation in Utility Discount Program

King County Wastewater Treatment Rate
T Updated for adopted and projected rate schedule
2022 2023 2024 2025 2026
SBP 4.5% 0%| 10.25% 0%| 10.25%
Proposed 4.0% 4.0% 4.0% 5.0% 5.0%

10  seattle Public Utilities




Regulatory Drivers-Ship Canal Project

TAs part of the Consent Decree, the Ship Canal Water Quality Project is
the largest and most expensive project ever undertaken by the City.

Proposed Rate Path

Wastewater 2022 2023 2024
Consent Decre&elated 0.5% 0.5% 0.5%
Remaining 1.5% 3.4% 2.4%
Rate Proposal 2.0% 3.9% 2.9%
Drainage

Consent Decre&elated 2.0% 2.0% 2.0%
Remaining 4.0% 4.2% 4.0%
Rate Proposal 6.0% 6.2% 6.0%

11  seattle Public Utilities




Strategic Business PlarProposed Rates

Rate Path Rate Forecast
2021 2022 2023 2024 2025 2026 Average
Water 0.0% 2.6% 3.6% 4.0% 4.7% 3.6% 3.1%
Wastewater 7.3% 2.0% 3.9% 2.9% 4.5% 4.5% 4.2%
Drainage 7.4% 6.0% 6.2% 6.0% 6.2% 6.2% 6.3%
Solid Waste 2.9% 2.9% 2.2% 2.3% 2.1% 2.1% 2.4%
Combined 4.5% 3.0% 3.8% 3.5% 4.3% 4.0% 3.9%

Approved rate legislation currently in effect

Proposed rate legislation

Seattle Public Utilities
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CB 120129 Proposed Substitute

Vas Duggirala/Brian Goodnight
SPU 2022-2024 Wastewater Rates ORD

D2ata
CITY OF SEATTLE
ORDINANCE
COUNCIL BILL
title

AN ORDINANCE relating to wastewater services of Seattle Public Utilities; adjusting
wastewater rates to pass through changes to treatment rates charged by King County;
amending Section 21.28.040 of the Seattle Municipal Code to reflect adjusted rates; and
amending Section 21.76.040 of the Seattle Municipal Code to adjust credits to low-
income customers.

..body

WHEREAS, Seattle Public Utilities has recently completed a rate study incorporating guidance
of its adopted 2021-2026 Strategic Business Plan; and

WHEREAS, the Strategic Business Plan Update included increases in the capital and operating
requirements of the Drainage and Wastewater Fund in response to federal and state
regulatory requirements, as well as environmental and infrastructure concerns, with a
resulting increase in revenue requirements; and

WHEREAS, drainage and wastewater rates are calculated in accordance with the financial
policies adopted by Council Resolution 30612 and Statement of Legislative Intent 13-1-
A-1; and

WHEREAS, Seattle Public Utilities” wastewater and drainage rates are based on the sum of the
treatment rate and system rate; and

WHEREAS, the wastewater and drainage treatment rates are designed to pass through treatment
expenses paid to King County and Southwest Suburban Sewer District, and any taxes,
expenses, or discounts concurrently incurred; and

WHEREAS, the wastewater and drainage system rates are designed to pass through all other

expenses, and any taxes or discounts concurrently incurred; and
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CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE relating to rates and charges for water services of Seattle Public Utilities; revising water
rates and charges, and credits to low-income customers; and amending Sections 21.04.430, 21.04.440,
and 21.76.040 of the Seattle Municipal Code.

WHEREAS, Seattle Public Utilities recently completed a rate study incorporating guidance of its adopted 2021
-2026 Strategic Business Plan; and

WHEREAS, Seattle City Council adopted the 2021-2026 Strategic Business Plan in Resolution 32000; and

WHEREAS, the Cities of Burien and Mercer Island have imposed revenue taxes on water utilities; and

WHEREAS, the water rates authorized by this ordinance are consistent with the general rate-making policies
set forth in Resolution 30742, adopted March 28, 2005; and

WHEREAS, credits for qualified low-income customers should be revised when water rates change; NOW,
THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Section 21.04.430 of the Seattle Municipal Code, last amended by Ordinance 125444, is
amended as follows:

21.04.430 Rates inside The City of Seattle

All water used inside the City for domestic and commercial purposes shall be supplied by meter only at the

following rates and charges. Seasonal rates shall be prorated. For usage representing fractional parts of a month,

the base service charge and all components of the commodity charge shall be prorated using a 30-day month.

The additional cost of funding the Revenue Stabilization Subfund shall be specifically indicated in the billings.
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Seattle Public Utilities shall continue to incorporate arts funding into its capital projects constructed within the

municipal boundaries of the City at the one percent level; however, the department shall not be permitted to

fund any such program from the Water Fund on any capital project outside the City limits.

A. Residential. The rates for metered water supplied to single-family and duplex residences within the

City in one month, or fractional part thereof, shall be based on a commodity charge and a base service charge,

in accordance with the following schedules:

Schedule WIR. Schedule WIR is for all single-family and duplex residences within the city except

those billed on Schedule WIRM.

Commodity Charge per 100 Cubic Feet

((Effective [Effective [Effective |Effective |Effective [Effective
January L|[January ([Japuary |[January [January |January
2017 120418 (52049)) |1,2020  (1,2022 |1,2023
Summer (May 16th-September 15th)
First 500 cubic feet per [(($529  [$533 $541))  [$5.55 $5.71 $5.92
residence
Next 1,300 cubic feet per|(($6-534  [$6:59 $6-69))  136.86 $7.06 $7.32
residence
All over 1,800 cubic feet|($H=80 [$H86 [$H80)) ([$11.80  [$11.80 $11.80
per residence
Winter (September 16th-May 15th)
All usage (S5 8520 $5:27))  |$5.40 $5.56 $5.76
Base Service Charge per Month
Meter Size ((Effective [Effective [Effective |Effective |Effective |Effective
January1; [January [JanpuarylLlJanuary |January |January
2017 1, 2018 [2019)) 1,2020 (1,2022 (1,2023
3/4 inch and less (51515 [stodo $1715)) [$18.45 $19.00 $19.60
1 inch (54560 [He60 $17-70)) [$19.00 $19.60 $20.20
1 1/2 inch (52410 [823.60 $2725))  [$29.35 $30.20 $31.15
2 inch ((526.65  [$28.35 $30:20)) [$32.50 $33.45 $34.50
3 inch (($9880  [$1H04:95 [$HH80)) [$120.30 |$123.90 [$127.80
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4 inch and larger ($H4150  [$150-40  [$160:20)) [$172.35 [§177.45 |§183.05

Schedule WIRM. Schedule WIRM is for single-family and duplex residences within the City in which
one or more persons require medical life support equipment which uses mechanical or artificial means to
sustain, restore or supplant a vital function, and which uses a disproportionate amount of water.

Commodity Charge per 100 Cubic Feet

((Effective [Effective Ja{Effective JatEffective J allEffective JaiEffective Jar
Januaryt 2048 2019)) 2020 2022
2017
Summer (May 16th-September 15th)
First 500 cubic feet  [(($529 5333 $5-41)) $5.55 $5.71 $5.92
per residence
All over 500 cubic  [(($6-54 56.59 $6-69)) $6.86 $7.06 $7.32
feet per residence
Winter (September 16th-May 15th)
All usage ($535 $5-20 $5-27)) $5.40 $5.56 $5.76
Base Service Charge Per Month
Meter Size ((Effeective |Effective  |Effective  |Effective Effective Effective
Januaryl; [Janwaryl; Hanuaryd; |[January 1, |January 1, [January 1,
2047 2018 2019)) 2020 2022 2023
3/4 inch and less  |[(($35345 SH6-10 $17-15)) $18.45 $19.00 $19.60
1 inch (($15-60 510.60 $17-70)) $19.00 $19.60 $20.20
1 1/2 inch (($2410 $25-60 $27-25)) $29.35 $30.20 $31.15
2 inch ($26:65 $2835 $30-20)) $32.50 $33.45 $34.50
3 inch (($98-80 $104-95 $1H1-80)) [$120.30 $123.90 $127.80
4 inch and larger  [($+4-50  [$150-40 $160-20)) [$172.35 $177.45 $183.05

1. Master ((Metered Restdential Development-Multiple Pareels)) metered residential

development: multiple parcels. The rates for residential developments with master meters of 1 1/2 inches or

larger, which operate and maintain their own distribution systems on private property and which use water
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primarily to serve single-family, detached residences on at least two separate legal parcels, shall be based on a

commodity charge and a base service charge, in accordance with the following schedule:

Commodity Charge per 100 Cubic Feet

((Effective [Effective [Effective |Effective [Effective |Effective
January1; Januwary1; [Januwary1; January 1, [January 1, [January 1,
2017 2018 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
First 500 cubic feet per (($529 $5-33 $5-41)) $5.55 $5.71 $5.92
residence
[Next 1,300 cubic feet per  [(($6-54 S6-59 $6:69)) $6.86 $7.06 $7.32
residence
All over 1,800 cubic feet  |(($H-86  [$H-80 $1H-80)) [$11.80 $11.80 $11.80
per residence
Winter (September 16th-May 15th)
All usage ($5345 55.20 $527)) $5.40 $5.56 $5.76
Base Service Charge Per Month
Meter Size ((Effective [Effective |Effective |Effective |Effective |Effective
January1; [Januaryl; Janwaryd; [January 1, [January 1, |[January 1,
2047 2048 2049)) 2020 2022 2023
1 1/2 inch (2410 |525.60 $27-25)) $29.35 $30.20 $31.15
2 inch (($26.65  |S28.35 $30:20)) $32.50 $33.45 $34.50
3 inch ($9880  [$104:95 $H1-80)) [$120.30 $123.90 $127.80
4 inch (SHH56  [$156:40 $160-20)) [$172.35 $177.45 $183.05
6 inch (SEHHD [SER5.05 $19710)) [$212.00 $218.00 $225.00
8 inch (($205.00  |S21R8.00 $232:00))  [$250.00 $257.00 $265.00
10 inch (($297.00  |5297.00 $297.00))  [$305.00 $314.00 $324.00
12 inch (540200 |5402.00 $402:00)) [$412.00 $424.00 $437.00
16 inch ($477.00  |5477.00 $477-:00)) [$477.00 $477.00 $491.00
20 inch (61400 [5614.00 $614-00)) [$614.00 $614.00 $614.00
24 inch (77100 |S771.00 $771-00)) [$771.00 $771.00 $771.00

B. General ((Serviee)) service. The rates for metered water supplied to houseboats and premises other

than single-family, duplex residences, and master-metered residential developments within the City in one
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month, or fractional part thereof, shall be based on a commodity charge and a base service charge in accordance
with the following schedule:

Commodity Charge per 100 Cubic Feet

((Effective [Effective [Effective |Effective |Effective |Effective
Januwary1; (Januwary1; January1; (January 1, January 1, [January 1,
2017 2048 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
All usage (($6-54 $6-59 $6-69)) $6.86 $7.01 $7.27
Winter (September 16th-May 15th)
All usage ($535 $5-20 $5-27)) $5.40 $5.52 $5.72

Base Service Charge per Month

Meter Size ((Effective [Effective [Effective |Effective |Effective |Effective
January; [Janpuary s [Januaryl; January 1, [January 1, [January 1,
2017 2018 2019)) 2020 2022 2023

3/4 inch and less ($545 516.10 $1715))  |$18.45 $18.85 $19.55

1 inch ($+5-60 516.00 $1770))  [$19.00 $19.45 $20.15

1 1/2 inch (($2416 $25-60 $27:25))  [$29.35 $29.95 $31.10

2 inch (($26-65 $2835 $30:20))  [$32.50 $33.20 $34.40

3 inch ((S98.80 $104-95  [$4HH-80)) [$120.30 $122.90 $127.45

4 inch ($H41506 [$150-40  [$160:20)) [$172.35 $176.05 $182.60

6 inch (7410 [$185:05  [$49710)) [$212.00 $217.00 $225.00

8 inch (($205-00 [$218:00  [$232:00)) [$250.00 $255.00 $264.00

10 inch (($297-60  [$29700  [$297:00)) [$305.00 $312.00 $323.00

12 inch (($402-00 [$402.00  [$402:00)) [$412.00 $421.00 $436.00

16 inch (($477-60  [$477-006  [$477-00)) [$477.00 $477.00 $490.00

20 inch (561400 [$614-00  [$614-00)) [$614.00 $614.00 $614.00

24 inch ($7H-00 [$7H00  [$77H-00)) [$771.00 $771.00 $771.00

C. Fire ((Serviee)) service
1. Fire ((Hydrants)) hydrants. The rates for fire hydrants, including test water and water used to

extinguish fires, shall be deemed service charges and shall be for any one year, or fractional part thereof, as
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follows:

Hydrant Type ((Effective|Effective [Effective [Effective |Effective [Effective
Januwary LJanuary LiJanuary LlJanuary 1,January |January
2017 2018 2019)) 2020 1,2022  [1,2023

Hydrants on 4 inch or  |(($20243 [$304-52 [$346-68)) [$321.20 [$503.95 [$521.70

smaller mains

Hydrants on 6 inch or  |(($494+53 [$54849  [$559.59)) [$578.53 [$669.04 [$692.60

larger mains

2. Metered fire services. The rates for metered water services supplied for fire protection
purposes exclusively, including a monthly allowance for test water and water used to extinguish fires, shall be
deemed service charges and shall be for any one month, or fractional part thereof, as follows:

Service Charge per Month

Service Size ((Effective  [Effective Effective Effective
January; |[Janwaryl; |(Japuaryl; |[January 1,
2017 20148 2019)) 2020

2 inch and less ($+6:25 $16:25 $17:25)) $17.75

3 inch (($2+-00 SO0 $22.00)) $23.00

4 inch (($39-00 539.00 $41-00)) $43.00

6 inch (($66-00 566.00 $7100)) $73.00

8 inch (($+05-00 $105-00 $H2-00)) $115.00

10 inch (($452:00 $152-00 S161.00)) $166.00

12 inch (($222-60 S222.00 $235-00)) $242.00

For each 100 cubic feet of water consumption in excess of the monthly allowance described

below, the charge shall be an additional $20((-69)).

Size of Service Monthly Allowance
2 inch and less 100 cubic feet
3 inch 500 cubic feet
4 inch 500 cubic feet
6 inch 500 cubic feet
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8 inch 1,000 cubic feet
10 inch 1,000 cubic feet
12 inch 1,000 cubic feet

Section 2. Section 21.04.440 of the Seattle Municipal Code, last amended by Ordinance 125662, is

amended as follows:

21.04.440 Rates outside The City of Seattle

Except as otherwise provided in this Chapter 21.04, the rates and charges for water supplied to customers
located outside The City of Seattle shall be as specified in this Section 21.04.440. Seasonal rates shall be
prorated. For usage representing fractional parts of a month, the base service charge and all components of the
commodity charge shall be prorated using a 30-day month.

A. Residential. The rates for metered water supplied to single-family and duplex residences except for
those located in the cities of Shoreline and Lake Forest Park and those served under the terms of a wholesale
contract, in one month, or fractional part thereof, shall be based on a commodity charge and a base service
charge, in accordance with the following schedules:

Schedule WOR. Schedule WOR is for all single-family and duplex residences except those billed on
Schedule WORM.

Commodity Charge per 100 Cubic Feet

((Effective [Effective |Effective |Effective |Effective |Effective
January1; [Janwaryl; [Janwaryl; [January 1, [January 1, (January 1,
2017 2048 2019)) 2020 2022 2023

Summer (May 16th-September 15th)

First 500 cubic feet per  |(($6:03 S6:08 $6-17)) $6.33 $6.51 $6.75

residence

[Next 1,300 cubic feet per |[(($746 $75+ $7-63)) $7.82 $8.05 $8.34

residence

All over 1,800 cubic feet |[($1345  [$1345 $1345))  [§13.45 $13.45 $13.45

per residence

Winter (September 16th-May 15th)
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All usage (($5-8% 55.93 56.01)) $6.16 $6.34 $6.57

Base Service Charge per Month

Meter Size ((Effective [Effective [Effective |Effective |Effective [Effective
January1; [Januaryl; [Janwaryl; [January 1, (January 1, |[January 1,
2017 2018 26019)) 2020 2022 2023

3/4 inch and less (4725 [SE35 $19-55))  [$21.05 $21.65 $22.35

1 inch (780 [$48:90 $20-20)) $21.65 $22.35 $23.05

1 1/2 inch ($2745  [$29:20 $3+:05)) $33.45 $34.45 $35.50

2 inch (53040 [S32.30 $34-45)) $37.05 $38.15 $39.35

3 inch (S112.65 |SH9.65 $12745)) |$137.15 $141.25 $145.70

4 inch and larger ($F6130  [SH745  [$182:65)) [$196.50 $202.30 $208.70

Schedule WORM. Schedule WORM is for single-family and duplex residences in which one or more

persons require medical life support equipment which uses mechanical or artificial means to sustain, restore, or

supplant a vital function, and which uses a disproportionate amount of water.

Commodity Charge per 100 Cubic Feet

((Effective [Effective [Effective |Effective |Effective |Effective
January1; [Janwary ; [Janwaryl; [January 1, [January 1, [January 1,
2017 2018 2049)) 2020 2022 2023
Summer (May 16th-September 15th)
First 500 cubic feet per  [(($6:03 $6-08 $6-17)) $6.33 $6.51 $6.75
residence
All over 500 cubic feet per |($746 ST A $7.63)) $7.82 $8.05 $8.34
residence
Winter (September 16th-May 15th)
All usage (($5-87 $5:93 $6-01)) $6.16 $6.34 $6.57
Base Service Charge per Month
Meter Size ((Effective [Effective |Effective |Effective |Effective |Effective
Januaryt; [Japuaryl; [Japuaryl; [January 1, [January 1, [(January 1,
2017 2018 2019)) 2020 2022 2023
3/4 inch and less ($H725  [$4835 $19-55))  [$21.05 $21.65 $22.35
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1 inch (S17-80  [$18:90  [$2620)) [$21.65 $22.35 $23.05
1 1/2 inch (52745 82920  [$31.05))  [$33.45 $34.45 $35.50
2 inch (53040 [$3230  [$34.45))  [$37.05 $38.15 $39.35
3 inch (SH265 [$H965  [$12745)) [$137.15  [8141.25  [8145.70
4 inch and larger ($16130 [$17445  [$48265)) [5196.50  [$202.30  [$208.70

1. Master metered residential developments. The rates for residential developments with master

meters of 1 1/2 inches or larger, which operate and maintain their own distribution systems on private property

and which use water primarily to serve single-family, detached residences on at least two separate legal parcels,

shall be based on a commodity charge and a base service charge, in accordance with the following schedule:

Commodity Charge per 100 Cubic Feet

((Effective [Effective [Effective [Effective |Effective |Effective
January1 [Japuary 1 [Japuary L5 (January 1, [January 1, [(January 1,
2017 2018 2049)) 2020 2022 2023

Summer (May 16th-September 15th)

First 500 cubic feet per ((56.03  [S6.08 $6-17)) $6.33 $6.51 $6.75

residence

[Next 1,300 cubic feet per ($F46  [$75+ $7-63)) $7.82 $8.05 $8.34

residence

All over 1,800 cubic feet per |(($4345 [$1345 $13-45)) [$13.45 $13.45 $13.45

residence

Winter (September 16th-May 15th)

All usage (($5-87 55.93 $6-01)) $6.16 $6.34 $6.57

Base Service Charge per Month

Meter Size ((Effective |[Effective |Effective |Effective |Effective |Effective

January l; [Januaryl; [Januaryl; [January 1, [January 1, [January 1,
2047 2048 2019)) 2020 2022 2023

1 1/2 inch ($2745  [$29:20 $3105))  $33.45 $34.45 $35.50

2 inch (53040 [S3230 $34:45))  $37.05 $38.15 $39.35

3 inch (SH2Z65  [SHO6s $127:45)) [$137.15 $141.25 $145.70

4 inch (516130 [SH714s $182:65)) [$196.50 $202.30 $208.70

6 inch (519845 [S210.95 $224-70))  [$242.00 $249.00 $257.00

8 inch (523400 [$249.00 $264-00)) [$285.00 $293.00 $302.00
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10 inch (($339-00 [$339.00  [$339.00)) [$348.00  [$358.00  [$369.00
12 inch (($458-00 [$45800  [$458.00)) [$470.00  [$483.00  [$498.00
16 inch (($544-00 [$544.00  [$544.00)) [$544.00  [$544.00  [$560.00
20 inch (($706-00 [$706-00  [$700-60)) [$700.00  [$700.00  [$700.00
24 inch (($879-00 [$879.00  [$879-60)) [$879.00  [$879.00  [$879.00

B. General service. The rates for metered water supplied to premises other than single-family, duplex

residences, and master-metered residential developments (except for those located in the cities of Shoreline and

Lake Forest Park and those served under the terms of a wholesale contract) in one month, or fractional part

thereof, shall be based on a commodity charge, and a base service charge in accordance with the following

schedule:

Commodity Charge per 100 Cubic Feet

((Effective |[Effective [Effective [Effective |Effective |Effective
January1; [Janwaryl; [Januwaryl; January 1, [January 1, [January 1,
2047 2048 2019)) 2020 2022 2023

Summer (May 16th-September 15th)

All usage ($746 S75+ $7-63)) $7.82 $7.99 $8.29

Winter (September 16th-May 15th)

All usage ($5-87 $5-93 $6-01)) $6.16 $6.29 $6.52

Base Service Charge per Month

Meter Size ((Effective |[Effective |[Effective |Effective |Effective |Effective
Januaryl; [Januaryl; [Japuaryd; [January 1, [January 1, [January 1,
2047 2018 2019)) 2020 2022 2023

3/4 inch and less ($+H7-25  [$4835 $19-55))  [821.05 $21.50 $22.30

1 inch (S17.80  [S18.90 $20-20))  [$21.65 $22.15 $22.95

1 1/2 inch ($2745  [$29:20 $31-05))  [833.45 $34.15 $35.45

2 inch (83040 [$32.30 $34-45))  $37.05 $37.85 $39.20

3 inch (SH2Z65  [SH965 $12745)) [$137.15 $140.10 $145.30

4 inch (SHe136  [SHH45 $182:65)) [$196.50 $200.70 $208.15

6 inch ((SFONH4S [S2H0.95 $224-70))  1$242.00 $247.00 $257.00

8 inch (523400 524900 $264-00)) $285.00 $291.00 $301.00

10 inch (($339.00  [$339.00 $339:00)) [$348.00 $356.00 $368.00
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12 inch (($458.00 [$458.:00  [$458.00)) [$470.00  [|5480.00  [$497.00
16 inch (554400 [$544.00  [$544.00)) [$544.00  [8544.00  [8559.00
20 inch (($700-00 [$760-00  [$766-00)) [$700.00  |$700.00  [$700.00
24 inch (($879-00 [$879.00  [$879.00)) [$879.00  [|8879.00  [$879.00

C. Fire service
1. Fire hydrants. Except for as provided in subsection 21.04.440.D, the rates for fire hydrants,
including test water and water used to extinguish fires, shall be deemed service charges and shall be for any one

year, or fractional part thereof, as follows:

Hydrant Type ((Effeetive |[Effective [Effeective |Effective |Effective |Effective
January; [Japuaryl; [Japuaryl; [January 1, [January 1, [January 1,
2017 2048 2019)) 2020 2022 2023

Hydrants on 4 inch or  [(($26243 [$30452  [$310:68)) [$321.20 $503.95 $521.70

smaller mains

Hydrants on 6 inch or  [(($49453 [$54849  [$55959)) [$578.53 $670.88 $694.51

larger mains

2. Metered fire services. The rates for metered water services supplied for fire protection
purposes exclusively, including a monthly allowance for test water and water used to extinguish fires, shall be
deemed service charges and shall be for any one month, or fractional part thereof, as follows:

Service Charge per Month

Service Size ((Effeetive Effective Effective Effective
January 12017 January 15 January1; January 1,
2018 2019)) 2020

2 inch and less (($19-00 SH.00 520.00)) $20.00

3 inch (($24-00 524.00 $25-600)) $26.00

4 inch (($44-00 544.00 $47-60)) $49.00

6 inch (($75-00 575.00 S81.00)) $83.00

8 inch (($420-00 5120.00 5128.00)) $131.00

10 inch ($373-00 $173-00 $184-00)) $189.00

12 inch (($253-00 $253-00 $268-00)) $276.00
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For each 100 cubic feet of water consumption in excess of the monthly allowance described

below, the charge shall be an additional $22.80.

Service Size Monthly Allowance
2 inch and less 100 cubic feet

3 inch 500 cubic feet

4 inch 500 cubic feet

6 inch 500 cubic feet

8 inch 1,000 cubic feet

10 inch 1,000 cubic feet

12 inch 1,000 cubic feet

D. Rates inside the cities of Shoreline, ((ard)) Lake Forest Park, Burien, and Mercer Island. Rates and

charges in this subsection 21.04.440.D apply to retail customers of Seattle Public Utilities located within the

cities of Shoreline, ((and)) Lake Forest Park, Burien, and Mercer Island who are not served under the terms of a

wholesale contract. Seasonal rates shall be prorated. For usage representing fractional parts of a month, the base
service charge and all components of the commodity charge shall be prorated using a 30-day month. Except as
otherwise provided in this Chapter 21.04, the rates and charges for water supplied shall be as follows:

1. Shoreline and Lake Forest Park residential. Except for Shoreline and Lake Forest Park master
metered residential developments, the rates for metered water supplied to single-family and duplex residences
in one month, or fractional part thereof, shall be based on a commodity charge and a base service charge, in
accordance with the following schedules:

Schedules WARSL and Schedule WARLF. Schedules WARSL and WARLF are for all single-
family and duplex residences except those billed on Schedules WARMSL and WARMLF.

Commodity Charge per 100 Cubic Feet

((Effective |[Effective |[Effective |Effective |Effective |Effective

Januwary1; [Januwaryl; [Japuaryd; [January 1, January 1, [January 1,

2017 2048 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
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First 500 cubic feet per  |(($6-42 $6-46 $6-56)) $6.73 $6.92 $7.18

residence

INext 1,300 cubic feet per [(($793 S99 $8-1+1)) $8.32 $8.56 $8.88

residence

All over 1,800 cubic feet |(($44-3+  [$143+ $1431))  [§14.31 $14.31 $14.31

per residence

Winter (September 16th-May 15th)

All usage (($6:25 50.31 $6:39)) $6.55 $6.74 $6.99

Base Service Charge per Month

Meter Size ((Effective |[Effective |[Effective |Effective |Effective |Effective
January 1; [Januaryl; [Januaryl; [January 1, January 1, (January 1,
2017 2018 2019)) 2020 2022 2023

3/4 inch and less (S35 [SHss $20-80))  [$22.40 $23.05 $23.75

1 inch ($H890 [$2645 $2+45))  $23.05 $23.75 $24.50

1 1/2 inch (52925 [S3H03 $33-05))  [$35.60 $36.65 $37.80

2 inch (53230 [S3448 $36:65))  1$39.40 $40.55 $41.85

3 inch (SHO.80  [$127.30 $135-60)) [$145.90 $150.25 $155.00

4 inch and larger (517160 [S182.40 $194:309))  [$209.00 $215.20 $222.00

Schedules WARMSL and WARMLF. Schedules WARMSL and WARMLF are for single-

family and duplex residences in which one or more persons require medical life support equipment that uses

mechanical or artificial means to sustain, restore, or supplant a vital function, and which uses a disproportionate

amount of water.

Commodity Charge per 100 Cubic Feet

(Effective [Effective [Effective |Effective |Effective |Effective
January1; [Januwaryl; Janwaryl; [January 1, [January 1, [January 1,
2047 2048 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
First 500 cubic feet per |(($6-42 S6.46 $6-56)) $6.73 $6.92 $7.18
residence
All over 500 cubic feet  [(($793 $7-99 $8-1H)) $8.32 $8.56 $8.88
per residence

Winter (September 16th-May 15th)
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All usage ($625 $6-3+ $6-39)) $6.55 $6.74 $6.99

Base Service Charge per Month

Meter Size ((Effective |[Effective |[Effective |Effective |Effective |Effective
January; [Januaryl; [Japuaryd; [January 1, [January 1, [January 1,
2047 2018 2019)) 2020 2022 2023

3/4 inch and less (34835 [$19:55 $20-80))  $22.40 $23.05 $23.75

1 inch ($18.90  [S20.15 $2145))  [823.05 $23.75 $24.50

1 1/2 inch (($2925  [$3+05 $33-05))  [$35.60 $36.65 $37.80

2 inch (($32:30  [$3440 $36:65))  [839.40 $40.55 $41.85

3 inch (SHO986  [$12736 $135-60)) [$145.90 $150.25 $155.00

4 inch and larger ($HH-60 [$182:40  [$19430)) [$209.00 $215.20 $222.00

2. Shoreline and Lake Forest Park master metered residential developments

a. The rates for residential developments with master meters of 1 1/2 inches or larger,

which operate and maintain their own distribution systems on private property, which use water primarily to

serve single-family, detached residences on at least two separate legal parcels, and that do not pay public utility

taxes under chapter 82.16 RCW directly to the State of Washington, shall be based on a commodity charge and

a base service charge, in accordance with the following schedule:

Commodity Charge per 100 Cubic Feet

((Effective |[Effective |[Effeetive |Effective |Effective |Effective
January; (Japuaryl; [Japuaryl; [January 1, [January 1, [January 1,
2017 2018 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
First 500 cubic feet per |(($6:42 56.46 $6-56)) $6.73 $6.92 $7.18
residence
[Next 1,300 cubic feet per [(($793 $799 $81)) $8.32 $8.56 $8.88
residence
All over 1,800 cubic feet |[($343+  [$443+ $14-31))  [$14.31 $14.31 $14.31
per residence
Winter (September 16th-May 15th)
All usage ($6:25 560.31 $6:39)) $6.55 $6.74 $6.99
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Base Service Charge per Month

Meter Size ((Effective |[Effective |[Effective |Effective |Effective |Effective
Januwary1; [Januwaryl; [Januwaryd; [January 1, [January 1, [January 1,
2017 2018 2019)) 2020 2022 2023

1 1/2 inch (($2925  [$3+H05 $33-05)) $35.60 $36.65 $37.80

2 inch (($32:30  [$3440 $36-65)) $39.40 $40.55 $41.85

3 inch (SHO986  [$12730 $135-60)) [$145.90 $150.25 $155.00

4 inch (SHH6D [SR240 $194:309))  1$209.00 $215.20 $222.00

6 inch (S2HAS 522440 $239.05))  [$257.00 $264.00 $273.00

8 inch ((5249.00  [S264.00 $281-00)) [$303.00 $312.00 $321.00

10 inch (($360.00  [$360.00 $360-00)) [$370.00 $381.00 $393.00

12 inch ((S488.00  [$488.00 $488-00))  [$500.00 $514.00 $530.00

16 inch (($379.00  [$579.00 $579-060))  [8579.00 $578.00 $595.00

20 inch (S745.00  [S745.00 $745-00)) |8§745.00 $745.00 $745.00

24 inch (($935:600  [$935:00 $935-00)) [§935.00 $935.00 $935.00

b. The rates for residential developments with master meters of 1 1/2 inches or larger,

which operate and maintain their own distribution systems on private property, which use water primarily to

serve single-family, detached residences on at least two separate legal parcels, and that do pay public utility

taxes under chapter 82.16 RCW directly to the State of Washington, shall be based on a commodity charge and

a base service charge, in accordance with the following schedule:

Commodity Charge per 100 Cubic Feet

per residence

((Effective [Effective [Effective |Effective |Effective |Effective
January1; [Japuaryt; [Japuarydt; [January 1, January 1, [January 1,
2017 2018 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
First 500 cubic feet per |(($6-0+ $6:05 $6-14)) $6.30 $6.48 $6.72
residence
[Next 1,300 cubic feet per |(($742 ST748 $7-59)) $7.79 $8.01 $8.31
residence
All over 1,800 cubic feet |(($4339  [$43-:39 $13-39))  [$13.39 $13.39 $13.39
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Winter (September 16th-May 15th)

All usage (($5-85 $5-9+ $5-98)) $6.13 $6.31 $6.54

Base Service Charge per Month

Meter Size ((Effective |[Effective |[Effective |Effective |Effective |Effective
January1; (Janwaryl; [Januwaryl; [January 1, [January 1, [January 1,
2047 2048 2019)) 2020 2022 2023

1 1/2 inch (82740 [$29.05 $30-95)) $33.30 $34.30 $35.40

2 inch (83025 [$32.20 $34-30)) $36.85 $37.95 $39.15

3 inch (SH2H6  [SH94S $126-90)) [$136.55 $140.60 $145.05

4 inch ($+60:66  [$H76-70 $181+85)) [$195.60 $201.40 $207.75

6 inch ($H9766  [$216-60 $224-00)) $241.00 $247.10 $255.50

8 inch (523305 524708 $263-00)) [$284.00 $292.00 $300.00

10 inch (($336.90  [$337.00 $337:00)) [$346.00 $357.00 $368.00

12 inch (545670 [$457.00 $457:00)) [$468.00 $481.00 $496.00

16 inch (534190 [$542.00 $542:00)) [$542.00 $541.00 $557.00

20 inch ((5697.25  [$697.00 $697:00)) [8697.00 $697.00 $697.00

24 inch ((S875.05  [S875.00 $875-:00)) [$875.00 $875.00 $875.00

3. Shoreline and Lake Forest Park general service. The rates for metered water supplied

to premises other than single-family, duplex residences, and master-metered residential developments within

the ((eity)) cities of Shoreline and Lake Forest Park in one month, or fractional part thereof, shall be based on a

commodity charge, and a base service charge in accordance with the following schedule:

Commodity Charge per 100 Cubic Feet

((Effective [Effective [Effective |Effective |Effective |Effective
January1; (Janpuaryl; [Japuaryl; [January 1, [January 1, [January 1,
2017 2048 2019)) 2020 2022 2023
Summer (May 16th-September 15th)
All usage (8793 5799 $8-1H)) $8.32 $8.50 $8.82
Winter (September 16th-May 15th)
All usage ($6:25 $63+ $639)) $6.55 $6.69 $6.94
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Base Service Charge per Month

Meter Size ((Effective |[Effective |Effective |Effective |Effective |Effective
Januwary1; [Januwaryl; [Japuwaryd; [January 1, [January 1, [January 1,
2017 2048 2019)) 2020 2022 2023

3/4 inch and less (S35 [SHEs $20-80))  [$22.40 $22.85 $23.70

1 inch ($H890  [$2645 $21-45)) $23.05 $23.60 $24.45

1 1/2 inch (52925 [$3+65 $33-05)) $35.60 $36.30 $37.70

2 inch (53230 [S3448 $36-65)) $39.40 $40.25 $41.70

3 inch (SHOR0 [S27360 $135-60)) [$145.90 $149.05 $154.55

4 inch (S171.60  [S182.40 $19430))  [$209.00 $213.50 $221.45

6 inch (S2HE 15 [S224.40 $239.05))  [$257.00 $263.00 $273.00

8 inch (524900 [5264.00 $281-00)) [$303.00 $309.00 $320.00

10 inch (($360.00  [$360.00 $360-00)) [$370.00 $378.00 $392.00

12 inch ((S488.00  [S488.00 $488-00)) $500.00 $511.00 $529.00

16 inch (($579:06  [$579-60 $579:00)) 8579.00 $578.00 $594.00

20 inch ($745-606  [$745:060 $745-00)) |$745.00 $745.00 $745.00

24 inch (($935-606  [$935:00 $935-00)) [$935.00 $935.00 $935.00

4. Shoreline and Lake Forest Park metered fire services. The rates for metered water services
supplied for fire protection purposes exclusively, including a monthly allowance for test water and water used
to extinguish fires, shall be deemed service charges and shall be for any one month, or fractional part thereof, as
follows:

Service Charge per Month

Service Size ((Effeetive [Effective [Effective Effective
January1; January1s January1s January 1,
2017 2018 2019)) 2020

2 inch and less (($26-00 S20-00 $21-00)) $22.00

3 inch (($25-60 525.00 $27-60)) $28.00

4 inch (($47-60 $47-00 $50-00)) $52.00

6 inch (($86-00 $80:00 $86-00)) $89.00

8 inch (($4+27-60 $127-00 $136-00)) $139.00

10 inch (S184.00 Ss-+HB0 SHU300)) $201.00

12 inch ((S2649:00 5269-00 S285-00)) $293.00
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below, the charge shall be an additional $24.30.

For each 100 cubic feet of water consumption in excess of the monthly allowance described

Service Size Monthly Allowance
2 inch and less 100 cubic feet

3 inch 500 cubic feet

4 inch 500 cubic feet

6 inch 500 cubic feet

8 inch 1,000 cubic feet

10 inch 1,000 cubic feet

12 inch 1,000 cubic feet

5. Burien residential. Except for Burien master metered residential developments, the rates for

metered water supplied to single-family and duplex residences in one month, or fractional part thereof, shall be

based on a commodity charge and a base service charge. in accordance with the following schedules:

billed on Schedule WBURL.

Schedule WBUR. Schedule WBUR is for all single-family and duplex residences except those

Commodity Charge per 100 Cubic Feet

Effective
January 1, 2022

Effective
January 1, 2023

Summer (May 16th-September 15th)

First 500 cubic feet per residence $7.08 $7.53
INext 1,300 cubic feet per residence  |$8.75 $9.26
All over 1,800 cubic feet per $14.62 $14.62
residence

Winter (September 16th-May 15th)

All usage $6.89 $7.33

Base Service Charge per Month
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Meter Size Effective [Effective
January 1, |January 1,
2022 2023

3/4 inch and less $23.55 $24.85

1 inch $24.30 $25.60

11/2 inch $37.40 $39.15

2 inch $41.45 $43.30

3 inch $153.55 $159.35

4 inch and larger $219.90 $227.80

Schedule WBURL. Schedule WBURL is for single-family and duplex residences in which one

or more persons require medical life support equipment which uses mechanical or artificial means to sustain,

restore or supplant a vital function, and which uses a disproportionate amount of water.

Commodity Charge per 100 Cubic Feet

Effective Effective
January 1, 2022 [January 1, 2023
Summer (May 16th-September 15th)
First 500 cubic feet per residence $7.08 $7.53
[Next 1,300 cubic feet per residence  |$8.75 $9.26
Winter (September 16th-May 15th)
All usage $6.89 $7.33
Base Service Charge Per Month
Meter Size Effective [Effective
January 1, [January 1,
2022 2023
3/4 inch and less $23.55 $24.85
1 inch $24.30 $25.60
1 1/2 inch $37.40 $39.15
2 inch $41.45 $43.30
3 inch $153.55 $159.35
4 inch and larger $219.90 $227.80

6. Burien master metered residential developments. The rates for residential developments with
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master meters of 1 1/2 inches or larger, which operate and maintain their own distribution systems on private

property and which use water primarily to serve single-family, detached residences on at least two separate

legal parcels, shall be based on a commodity charge and a base service charge, in accordance with the

following schedule:

Commodity Charge per 100 Cubic Feet

Effective Effective
January 1, 2022 (January 1, 2023
Summer (May 16th-September 15th)
First 500 cubic feet per residence $7.08 $7.53
[Next 1,300 cubic feet per residence  |$8.75 $9.26
All over 1,800 cubic feet per $14.62 $14.62
residence
Winter (September 16th-May 15th)
All usage $6.89 $7.33
Base Service Charge per Month
Meter Size Effective [Effective
January 1, |January 1,
2022 2023
3/4 inch and less $23.55 $24.85
1 inch $24.30 $25.60
1 1/2 inch $37.40 $39.15
2 inch $41.45 $43.30
3 inch $153.55 $159.35

7. Burien general service. The rates for metered water supplied to premises other than single-

family. duplex residences, and master-metered residential developments within the City of Burien in one

month, or fractional part thereof, shall be based on a commodity charge, and a base service charge in

accordance with the following schedule:

Effective
January 1, 2022

Effective
January 1, 2023
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Summer (May 16th-September 15th)

All usage $8.69 $9.21

Winter (September 16th-May 15th)

All usage $6.84 $7.29

Base Service Charge per Month

Meter Size Effective |Effective
January 1, |January 1,
2022 2023

3/4 inch and less $23.35 $24.85

1 inch $24.10 $25.55

1 1/2 inch $37.10 $39.15

2 inch $41.15 $43.25

3 inch $152.30 $162.95

4 inch $218.15 $231.25

6 inch $269.00 $284.00

8 inch $316.00 $332.00

10 inch $387.00 $405.00

12 inch $522.00 $545.00

16 inch $591.00 $612.00

20 inch $761.00 $766.00

24 inch $955.00 $960.00

8. Burien fire hydrants. The rates for fire hydrants, including test water and water used to

extinguish fires, shall be deemed service charges and shall be for any one vear, or fractional part thereof, as

follows:

Hydrant Type Effective [Effective
January 1, [January 1,
2022 2023

Hydrants on 4 inch or  |$547.78 $567.06

smaller mains

Hydrants on 6 inch or $729.22 $754.90

larger mains
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9. Burien metered fire services. The rates for metered water services supplied for fire protection

purposes exclusively, including a monthly allowance for test water and water used to extinguish fires, shall be

deemed service charges and shall be for any one month, or fractional part thereof, as follows:

Service Charge per Month

Service Size Effective
January 1,
2022

2 inch and less $22.00

3 inch 329.00

4 inch 353.00

6 inch $90.00

8 inch $143.00

10 inch $206.00

12 inch $300.00

For each 100 cubic feet of water consumption in excess of the monthly allowance described

below, the charge shall be an additional $24.80.

Service Size Monthly Allowance
2 inch and less 100 cubic feet

3 inch 500 cubic feet

4 inch 500 cubic feet

6 inch 500 cubic feet

8 inch 1,000 cubic feet

10 inch 1,000 cubic feet

12 inch 1,000 cubic feet

10. Mercer Island general service. The rates for metered water supplied to premises other than

single-family. duplex residences, and master-metered residential developments within the city of Mercer Island

in one month, or fractional part thereof, shall be based on a commodity charge, and a base service charge in

accordance with the following schedule:
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Effective Effective
January 1, 2022 [January 1, 2023

Summer (May 16th-September 15th)

All usage $8.44 $8.75
'Winter (September 16th-May 15th)
All usage $6.64 $6.89

Base Service Charge per Month

Meter Size Effective [Effective
January 1, [January 1,
2022 2023

8 inch $307.00 $318.00

10 inch $376.00 $389.00

Section 3. Subsection 21.76.040.A of the Seattle Municipal Code, which section was last amended by
Ordinance 126216, is amended as follows:

21.76.040 Rate discounts

A. Drainage, wastewater, and water. Certified low-income residential utility customers ("Certified

customers") will receive rate discounts (or credits) in the following amounts:

1. Wastewater. Certified customers billed directly for Seattle Public Utilities wastewater services
will receive a rate discount equal to 0.5 times the total current wastewater volume charge. Certified customers
who pay for wastewater services indirectly through rent shall receive the following rate credits based on

dwelling type and consistent with Section 21.76.050:

Effective date Single-family and duplex |Multifamily dwellings
dwellings

January 1, 2020 $33.43 per month $23.32 per month

January 1, 2021 $35.85 per month $25.01 per month

At the time of a change to the wastewater volume charge described in Section 21.28.040, the Director of Seattle
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Public Utilities shall calculate new credits for certified customers who pay for wastewater services indirectly
through rent. The rate credit for single-family and duplex customers shall be 0.5 times the wastewater volume
charge multiplied by 430 cubic feet (4.3 CCF), which is typical single-family residential sewer billed
consumption. The rate credit for multifamily dwelling customers shall be 0.5 times the wastewater volume
charge multiplied by 3.0 CCF, which is typical multifamily sewer billed consumption.

2. Drainage. Certified customers residing inside The City of Seattle shall receive the following

rate credits for drainage services based on dwelling type:

Effective ((  [((Single-Family)) Duplex Multifamily
Date)) date  [Single-family

January 1, $23.24 per month $11.62 per month [$2.49 per month
2020

January 1, $25.00 per month $12.50 per month [$2.68 per month
2021

3. Water. Certified customers billed directly for Seattle Public Utilities water services shall
receive a rate discount equal to 0.5 times the total current commodity and base service charges. Certified
customers who pay for water services indirectly through their rent shall receive the following rate credits based

on dwelling type and consistent with Section 21.76.050:

Effective date Single-family and duplex Multifamily dwellings
dwellings

((January-1-2017 S2036-pormenth SH238permonth))

((Janvary-1-2018 $2 115 permonth $12.38 permonth))

((January-1-2019 S2ESG-pormonth SH22ASpormonth))

January 1, 2020

$22.85 per month

$12.50 per month

January 1, 2022

$23.52 per month

$12.78 per month

January 1, 2023

$24.33 per month

$13.25 per month

Section 4. Prior ordinances of the City setting rates and charges for water services of Seattle Public

SEATTLE CITY COUNCIL

Page 24 of 25

Printed on 8/13/2021
powered by Legistar™ 457


http://www.legistar.com/

File #: CB 120130, Version: 1

Utilities shall continue in effect with respect to obligations incurred for water services rendered before the
effective date of this ordinance, unless and until such prior ordinances expire of their own terms or are

superseded.

Section 5. This ordinance shall take effect and be in force 30 days after its approval by the Mayor, but if
not approved and returned by the Mayor within ten days after presentation, it shall take effect as provided by

Seattle Municipal Code Section 1.04.020.

Passed by the City Council the day of , 2021, and signed by
me in open session in authentication of its passage this day of ,2021.
President of the City Council
Approved / returned unsigned / vetoed this day of ,2021.

Jenny A. Durkan, Mayor

Filed by me this day of ,2021.

Monica Martinez Simmons, City Clerk
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Department:

SUMMARY and FISCAL NOTE*

Dept. Contact/Phone:

CBO Contact/Phone:

| Seattle Public Utilities

| Paul Hanna / 4-7752

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including

amendments may not be fully described.

| 1. BILL SUMMARY

Legislation Title:

AN ORDINANCE relating to rates and charges for water services of Seattle Public Utilities;

revising water rates and charges, and credits to low-income customers; and amending
Sections 21.04.430, 21.04.440, and 21.76.040 of the Seattle Municipal Code.

Summary and background of the Legislation:
This ordinance would revise retail water rates for residential, general service, and public fire

customers and adjust low-income assistance credits for water customers. This ordinance

would also add new rate schedules for customers in Burien and Mercer Island to reflect new
utility taxes in those jurisdictions. It would adjust rates to meet financial policy targets and

requirements driven by spending decisions.

Water Fund rate studies typically occur on a 3-year review cycle. SPU held water rates at the
2020 level (no change for 2021) due to the coronavirus pandemic. As a result, this legislation
is out of schedule with the proposal cycle as the Fund delayed rate revisions to 2022. This

legislation proposes two years of increases, and the next proposal is planned to be on the
regular 3-year schedule. This proposal revises rates for 2022 and 2023.

In April 2021, the City Council reviewed and adopted Resolution 32000, which approved
SPU’s 2021-2026 Strategic Business Plan (SBP). As part of the SBP, SPU estimates the rate
path for each line of business and follows up with legislation to formally adopt the rates. This
legislation formally adopts the Water Fund rates. As a comparison to the SBP, please see the

following table:

Retail Rate Adjustment Summary

2021 | 2022 2023 | 2024 2025 2026 AVG
SBP RATE PATH 00% | 2.7% 4.7%| 3.6% 42% 55%| 3.4%
RATE STUDY PROPOSAL 0.0% | 2.6% 3.6%| 40% 4.7% 3.6%| 3.1%

The rate study proposal is slightly lower for 2022-23 and the 6-year average than the SBP
estimated rate path because of updates to a variety of items, e.g., wholesale revenue,
consumption, UDP participation, and capital spending.

‘ 2. CAPITAL IMPROVEMENT PROGRAM

Does this legislation create, fund, or amend a CIP Project? _ Yes X _No

Template last revised: December 1, 2020
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| 3. SUMMARY OF FINANCIAL IMPLICATIONS

Does this legislation amend the Adopted Budget? _ Yes X No
General Fund $ Other $
Appropriation change ($): 2021 2022 2021 2022
$0 $0 $0 $0
Revenue to General Fund Revenue to Other Funds
Estimated revenue change ($): 2021 2022 2021 2022
$0 $0 $0 $6,988,668
No. of Positions Total FTE Change
Positions affected: 2021 2022 2021 2022
0 0 0 0

Does the legislation have other financial impacts to the City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs?
The proposed rate revisions will change rates in 2022 and 2023. The increase to SPU
revenue, in addition to the above, is approximately $9,088,810 in 2023.

Is there financial cost or other impacts of not implementing the legislation?

The Water Fund would not fully recover the cost of its business operations and meet
financial policy targets. In May 2021, Moody’s upgraded the Water Fund bond rating to
‘Aaa.” Not implementing this legislation may result in that upgrade being revoked, and a
possible further downgrade. Revoking the new Aaa rating, or other rating downgrades, would
increase the cost of borrowing.

| 3.b. Revenues/Reimbursements

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

Fund Name and Dept Revenue Source 2021 2022 Estimated

Number Revenue Revenue

43000 — Water Fund | SPU Water Sales $0 $6,988,668
TOTAL

Is this change one-time or ongoing?

Ongoing. This legislation is part of the process for reviewing and updating retail water rates.
This is typically completed every three years. This legislation is out of schedule as the Fund
delayed rate increases from 2021 to 2022 in response to the coronavirus pandemic. This
legislation proposes two years of increases, and the next proposal is planned to be on the
regular 3-year schedule.
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Revenue/Reimbursement Notes:

Under Seattle Municipal Code, SPU’s Water Fund must pay the City a 15.54% tax on retail
water rates revenue. This means that of the additional estimated $7.0 million this legislation
generates for SPU, approximately $1.1 million would be paid to the City’s General Fund
through utility taxes.

. OTHER IMPLICATIONS

Does this legislation affect any departments besides the originating department?
Several City departments incur water costs. Water fees for these departments will increase
commensurate with the rate increases proposed in this legislation. The impacted departments
include: Seattle Center, the City Budget Office, Seattle City Light, Department of
Neighborhoods, Seattle Department of Transportation, Seattle Fire Department, Department
of Finance and Administrative Services, Department of Parks and Recreation, Seattle Police
Department, Seattle Public Utilities, and Seattle Library.

In addition, the City’s General Fund receives a bill for public fire service, which is
sometimes called ‘hydrant” service. This bill will increase from $9,966,312 in 2021 to
$11,604,216 in 2022, and to $12,012,801 in 2023.

Is a public hearing required for this legislation?
No.

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

Does this legislation affect a piece of property?
No.

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the
public?

This legislation will increase the cost of living for residents and increase operating expenses
for businesses in the retail service area. These increases will have a disproportionate impact
on customers that use more water, low-income customers, and small businesses. SPU has
initiated a long-term project to address affordability issues through the Accountability and
Affordability Strategic Plan and the Strategic Business Plan.

This legislation also adjusts low-income credits for residents that are not direct customers of
SPU and pay utilities through rent.

SPU did extensive outreach for the Strategic Business Plan, which included similar rate
increases. SBP outreach included a significant Ethnic Media component with in-language
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advertising targeting Spanish, Chinese, Korean, and Somali speakers.

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

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

No.

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

legislation help achieve the program’s desired goal(s).
N/A

List attachments/exhibits below:
Summary Exhibit A — 2022-23 Retail Water Rate Study
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PREFACE - STRATEGIC BUSINESS PLAN COMPARISON

The 2021-2026 Strategic Business Plan Update sets a non-binding six-year rate and service path for
Seattle Public Utilities, with a built-in three-year review and update. The SBP rate path was proposed
nearly a year before this rate study. In the intervening time, several major assumptions were updated
that create a variance between the SBP and the water rate proposal.

The two most impactful assumptions to be updated were wholesale revenue and the capital financing
plan. Wholesale revenue was increased from the SBP after a decision to delay the wholesale rate study.
Wholesale revenue is now expected to remain similar to levels in recent years. In the SBP, wholesale
revenues were expected to decrease as overpayments in previous years were returned through lower
rates in the SBP period. Delaying the wholesale rate study and increasing wholesale revenue reduces the
revenue required from retail, lowering rate increases.

The capital financing plan also changed dramatically in the year between the SBP submittal and this rate
study. Cash balances are at an all-time high for the Water Fund. Interest rates are also near all-time
lows. To take advantage of those two factors, the Fund is planning to use approximately $79 million in
operating and Revenue Stabilization Fund cash to defease existing high-interest debt. The 2021 new-
money bond issue will have debt service be structured similarly to the defeased bonds so the overall
debt structure will not change. After defeasance, debt service payments through 2034 are expected to
be lower than they are currently. In addition, the Fund is planning to refund 2010B bonds as part of the
2021 issue, saving approximately $400 thousand per year through 2027, except 2022 where savings are
expected to be almost $1.5 million.

The Strategic Business Plan Update was adopted by Council on May 10, 2021 with the passage of
Resolution 32000. The plan was submitted mid-2020 but delayed by the COVID-19 pandemic.

Table P-1 compares the rate paths of the approved SBP, and the rate study proposal.

Table P-1
Comparison of Proposed and Adopted Retail Water Rates
2021 2022 2023

Adopted Strategic Business Plan Update 0.0% 2.7% 4.7%
Proposed Water Rate Study 0.0% 2.6% 3.6%

- 4 - Preface — Strategic Business Plan Comparison
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1. EXECUTIVE SUMMARY

The water system is financed through an enterprise fund of the City of Seattle that is wholly supported
by rate and fee revenues related to water service. In any given year, these rates and fees must be
sufficient to pay the total costs of the water system and meet financial targets. This total cost is known
as the water system revenue requirement. The majority of the water system’s revenues are from direct
service (“rates”) revenues from wholesale and retail customers. Wholesale contracts determine the
amount SPU charges for wholesale service in a given year. Thus, retail water rates and other revenues
are the “balancing entries” that generate the difference between each year’s total water system
revenue requirement and wholesale revenues.

This study focuses on proposed retail water rates. Chapter 1 provides an overview of proposed changes
to the revenue requirement and their drivers, bill impacts, and projected financial performance. Chapter
2 gives an overview of financial policy targets used in the development of the revenue requirement.
Chapter 3 provides additional detail on the various components of the proposed revenue requirement,
including a discussion of demand and the low-income rate assistance program. Chapter 4 discusses how
the proposed revenue requirement is allocated between different customer classes. Chapter 5 presents
proposed rates by customer class, as well as an overview of the rate design, or rate structure, for each
class. The Appendices present additional supporting data.

The combination of stable consumption and decisions on operational and capital spending by SPU
management allowed for no rate increase in 2021 as rates set for 2020 were sufficient to meet financial
targets for both years. Because rates were set for 2020, not 2021, references to prior years will be based
on assumptions in the 2020 rate study. The proposed retail rates support increases to the retail rate
revenue requirement of $7.8 million in 2022 and $7.9 million in 2023, for a combined $15.6 million over
the two-year period. Table 1-1 presents the change in the retail revenue requirement and the monthly
impact of proposed rate increases on typical residential customers and a sampling of general service
customers. The proposed rates will affect customer bills to varying degrees depending on the volume of
water used.

- 5 - Executive Summary
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Table 1-1
Proposed Water System Revenue Requirement and Bill Impacts
2020* 2022 2023
Change from Change from
Adopted Proposed 2020 Proposed 2022

Retail Rate Revenue Requirement $215,064,225 $222,846,494 $7,782,269| $230,692,928 $7,846,434
Typical Monthly Water Bills

Residential $45.69 $47.04 $1.35 $48.66 $1.62

Convenience Store $107.30 $109.70 $2.40 $113.70 $4.00

Small Office Building $342 $350 S8 $362 $13

Apartment Building (90 units) $1,291 $1,320 $28 $1,368 S48

Medium Hotel $8,026 $8,203 $177 $8,504 $300

Large Industrial $19,387 $19,815 $428 $20,538 $723

*2020 amounts are based on the 2018-2020 rate study
Calculations may not total due to rounding

The overall water system expenditure is expected to increase $15.2 million between 2020 (the final year
of the most recent rate study) and 2023. Proposed O&M spending increases of $22.5

million account for the entire spending increase. Offsetting proposed O&M increases, spending on
capital financing (debt service and cash financing) and other financial policy requirements decreases by
$7.3 million during the study period.

Retail rate revenue requirement changes are comprised of multiple drivers. Figure 1-1 breaks down the
change in each retail revenue requirement driver by year. The drivers of a new rate are based on the
change in each underlying assumption used to create the previous rate. Therefore, assumptions for
2022 are compared to assumptions used for 2020 rates in the 2018-2020 rate study, and 2023
assumptions are compared to 2022. See Chapter 3 for more detail.

Figure 1-1
Change in Water Fund Retail Revenue Requirement Drivers by Year
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The following section provides further description of the drivers presented in Figure 1-1. See Chapter 3
for further detail.

O&M (and Taxes)

Branch O&M has increased $13.1 million between the 2020 rate study and 2022 due to updated growth
assumptions in labor costs, city central costs, and investments identified in the SBP. Taxes increased
$2.1 million from the 2020 rate study amount.

Capital Financing

Figure 1-1 shows the combined impact of cash and debt financing of the capital program on the revenue
requirement for 2022-2023. Capital financing is significantly less in 2022 than planned in the 2020 rate
study due to reduced capital spending and borrowing during the prior rate study period. Capital
spending is expected to increase in 2023 due to an increase in both debt service and cash financing.

Financial Policies

The Water Fund has four primary financial targets. Typically, rates are set to just meet all financial
policies in each year. For this rate study, however, rates in 2022 are set to smooth rate increases over
the study period. As a result, additional revenue is generated in 2022 which is then used to increase the
cash balance and financing of the capital program. Debt service coverage is the binding policy target in
2023. See Chapter 2 for more detail on binding policy targets.

Revenue Stabilization Fund (RSF) Withdrawal

In this rate study, SPU is not proposing any withdrawals. Withdrawals from the RSF can be used to
increase cash contributions to CIP or reduce retail rate revenue requirements. The 2020 rate study used
a $1.2 million RSF withdrawal as a funding source. With no proposed withdrawal in 2022 rates must
increase by $1.2 million to replace the one-time funding source.

Use of Cash Balances

After a review of financial policies and assessment of current finances, SPU is proposing to keep cash
balances higher than the formal policy target. The long-term policy goal is to keep 120 days of operating
expense, including taxes, in operating cash. In 2022, proposed operating cash is $85 million; the target is
$63.7 million. Because cash balances are higher than the target, the current proposal is to allow the
requirement to increase until it meets the cash balance.

The proposal to not draw down cash is based on Strategic Business Plan spending projections. Drawing
cash down to the new target would allow the fund to increase cash funding of capital in the near term,
but future rate periods would be negatively affected as cash would become the binding constraint and
create a volatile rate path. In the projection period of 2024-2026, which falls outside this rate study,
both O&M spending and CIP, and therefore cash financing, are increasing at such a pace that rates
would have to increase rapidly. Keeping the proposed cash balances at $85 million actually lowers rates
and bills from 2024-2026.

Wholesale & Non-Rate Revenues

Non-Rate Revenues are projected to be stable during the rate study period. Changes in projected
wholesale revenue account for nearly all funding changes in this category. Wholesale revenues in 2022
are expected to be less than projected in the 2020 rate study, putting upward pressure on retail rates.
An increase in 2023 wholesale revenue is projected to have the opposite effect.

- 7 - Executive Summary
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Effects of Changes in Demand and Utility Discount Program (UDP)

While generally not a revenue requirement driver, changing demand for water is a significant rate driver.
Table 1-2 shows the impact of demand and UDP changes on the overall average rate increase. Projected
demand in 2022 and 2023 is similar to demand assumed for 2020. A 2 percent increase in system
connections allows for the revenue requirement to be spread among more customers, lowering rates
for all customers. UDP growth continues to be a rate driver as the program continues to expand.
Program enrollment increased dramatically during the COVID-19 pandemic. Enrollment is expected to
grow as program awareness increases and the economic impacts of the pandemic continue.

Table 1-2
Impacts of Demand and UDP on Rate Increase
2022 2023
Revenue Requirement Increase 3.6% 3.5%
Demand/Connections Impact -1.3%  -0.2%
Utility Discount Program Impact 0.2% 0.3%
Average Rate Increase* 2.6% 3.6%

*Rates may not total due to rounding.

Financial Performance
The 2022-2023 rate study meets or exceeds all water system financial policy targets during the rate

period as shown in Table 1-3. See Chapter 2 for further discussion of financial policy targets and their
impact on rate setting.

Table 1-3
Water Fund Projected Financial Performance

Projected Projected Projected Projected Projected Projected

($in 1,000's) Target 2021 2022 2023 2024 2025 2026
Net Income positive  $43,923  $26,524  $26,523  $30,087  $22,617  $20,195
Debt Service Coverage 1.7x 2.00 1.80 1.72 1.88 1.72 1.72
Cash Financing of the Capital Program 20%* 19.9% 23.3% 21.4% 23.4% 20.6% 20.6%
from Contributions in Aid of Construction 7.3% 6.6% 5.7% 4.8% 5.8% 6.7%
from Rate Revenues 12.6% 16.7% 15.7% 18.6% 14.8% 13.9%
Year-End Operating Cash varies** $80,000 $85,000 $85,000 $85,000 $82,000  $82,000
Days of Operating Cash 158 160 154 147 134 128

* Current revenues should be used to finance no less than 15% of the CIP in any one year, and average not less than 20% over each rate
proposal period.

** Planning target for year-end operating cash is 120 days of operating expense, or $63.7 million in 2021.

- 8 - Executive Summary
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2. FINANCIAL POLICY OVERVIEW

Financial policies provide a guiding framework for the finances of the water utility. They represent a
balance between the competing goals of fiscal conservatism through higher rates today and minimizing
these same rates by spreading costs over time to future ratepayers. The direct effect of the policies is to
determine the level at which water rates shall be set, given estimated costs and demand, and to define
how the capital improvement program is to be financed.

The indirect effects of the policies are to:
« Shape the financial profile the utility presents to the financial community;
o Establish the utility’s exposure to financial risk; and
o Allocate the utility's costs between current and future ratepayers.

In 2005, City Council passed Resolution 30742, which adopted new water system financial policies that
reflect changes and additions to the financial policies initially adopted in 1992. This rate proposal is
based on the 2005 policies which are as follows:

1. Maintenance of Capital Assets. For the benefit of both current and future ratepayers, the municipal
water system will seek to maintain its assets in sound working condition. Future revenue
requirement analyses will include provision for maintenance and rehabilitation of facilities at a level
intended to minimize total cost while continuing to provide reliable, high quality service.

2. Debt Service Coverage. Debt service coverage on first-lien debt should be at least 1.7 times debt
service cost in each year on a planning basis.

3. NetIncome. Net income should generally be positive.

4. Cash Funding of the Capital Improvement Program. Current revenues should be used to finance no
less than 15 percent of the municipal water system’s adopted CIP in any year, and not less than 20
percent of the CIP over the period of each rate proposal. Cash in excess of working capital
requirements may be used to help fund the CIP.

5. Eligibility for Debt Financing. Unless otherwise authorized by Council, the following criteria must be
met before project expenditures are eligible for debt financing:

i) Project is included in the CIP.

ii) Total project cost exceeds $50,000.

iii) Project has expected useful life of more than two years (more than five years for
information technology projects).

iv) Resulting asset will be owned or controlled by Seattle Public Utilities (SPU), is part of the
regional utility infrastructure, or represents a long-term investment for water conservation.

V) Consistent with generally accepted accounting practices, project costs include those indirect

costs, such as administrative overhead and program management, that can be reasonably
attributed to the individual CIP project.

6. Revenue Stabilization Fund (RSF). Ordinance 121761 requires that a target balance of $9 million be
maintained in the RSF, except when withdrawals below this level are needed to offset shortfalls in
metered water sales revenues, or to meet financial policy requirements. Withdrawals of funds in
excess of the minimum balance will be used to meet operating expenses, to pay CIP expenditures, or

- 9 - Financial Policy Overview

471



Summary Ex A —2022-23 Retail Water Rate Study
V1

to meet financial policy requirements. Withdrawals from the RSF must be authorized by ordinance,
except that Bonneville Power Administration (BPA) Account funds may be withdrawn based on BPA
spending.

The Water Fund must deposit revenues in excess of planned metered water sales to the RSF in years
where all financial policy targets are exceeded.

SPU may also make discretionary deposits to the RSF, provided that these discretionary deposits are
in excess of the amounts required to meet the financial policy requirements. Should the RSF balance
fall below the target balance, SPU will submit a water rate proposal that rebuilds the balance in the
RSF within one year.

7. Cash Target. The adopted target for the year-end operating fund cash balance is one-twelfth of the
current year’s operating expenditures. SPU plans and targets a higher level of liquidity than the
adopted policy in order to be responsive to changing market expectations from bond holders and
rating agencies. The planning target is 120 days of operating expense including taxes. For this rate
study SPU has modeled year-end cash in excess of the planning target. Keeping cash above the
planning target eases cash demands during the second half of the strategic business plan. Keeping
cash above the planning target prevents a situation where cash balances are required to increase
along with increasing capital funding requirements.

8. Variable Rate Debt. Variable rate debt should not exceed 15 percent of total outstanding debt.
Annual principal payments shall be made on variable rate debt in a manner consistent with fixed
rate debt.

In any future year, the minimum revenue requirement is the lowest amount of money necessary to
simultaneously satisfy all financial policies in that year. At this level of revenues, some financial policies
may be exceeded, but none will be missed — the financial target that is exactly met is known as the
binding constraint. For this rate study, however, rates were not set to just meet financial targets. As part
of the Strategic Business Plan Update, rates were set to meet rate increase targets (a process commonly
called rate “smoothing”). Proposed rates in both years will meet or exceed all financial policy targets.

- 10 - Financial Policy Overview
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3. RETAIL WATER REVENUE REQUIREMENT

The water system revenue requirement is the minimum amount of operating revenue required to fund
the water system operating budget and meet financial policy targets for net income, cash balances, cash
financing of the CIP, Revenue Stabilization Fund balances, and debt service coverage. The component
requiring the greatest amount of revenue generation (budgetary expenses or one of the financial policy
requirements) is termed the “binding constraint.” The retail water revenue requirement is equal to the
water system revenue requirement, less funding from sources other than retail rates including
wholesale revenues, drawdowns of cash balances, withdrawals from the Revenue Stabilization Fund,
and other operating/non-operating revenues.

Rate increases are required to fund increases in the revenue requirement from one rate setting period
to the next. Where demand is constant, the average rate increase will equal the increase in the revenue
requirement. Increasing demand (i.e., customers buying more units of water or more customer meters)
will reduce the required rate increase and declining demand will increase the rate increase relative to
the change in the revenue requirement. In addition, changes in participation in the utility discount
program affect rate changes. Increased participation in the program reduces revenues as more
households are paying a discounted rate. The reduction in revenue must be made up through an
increase in standard rates.

Table 3-1 summarizes the components of the change in the retail water revenue requirement during the
proposed rate period. Current (2020) rates were set in 2017 based on planned expenditures, demand,
and other funding sources for the prior rate setting period (2018-2020). The change in the 2022 revenue
requirement in Table 3-1, and throughout this section, is relative to the 2020 plan assumed in the 2018-
2020 rate study. Likewise, the 2023 changes are relative to planned spending/income in 2022.

- 11 - Retail Water Revenue Requirement
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Table 3-1
Components of the Change in the Retail Water Revenue Requirement
2020 $ Change in % Change in $ Change in
($1,000's) Rate Study 2022 Rev Req Total Rev Req 2023 Rev Req
Expenditure
Operations and Maintenance Expense (O&M)
Branch O&M 133,177 146,283 13,107 6.1% 151,902 5,619
Taxes 46,107 48,199 2,092 1.0% 49,861 1,662
Total 179,284 194,482 15,198 7.1% 201,764 7,282
Capital Financing
Cash financing (target) 17,992 17,494 (499) -0.2% 20,763 3,269
Debt Service 91,542 80,880 (10,662) -5.0% 87,271 6,390
Total 109,534 98,374 (11,160) -5.2% 108,034 9,660
Other Financial Policy Requirements
Increase Cash Balance 1,000 5,000 4,000 1.9% - (5,000)
Additional Capital Program Funding 6,294 2,844 (3,451) -1.6% 1,481 (1,363)
Total 7,294 7,844 549 0.3% 1,481 (6,363)
Total Expenditure 296,112 300,699 4,588 2.1% 311,278 10,579
Other Funding Sources
Wholesale Revenues (58,815) (55,242) 3,573 1.7% (57,580) (2,338)
Non-rate revenues (21,035) (22,611) (1,576) -0.7% (23,005) (394)
RSF withdrawal (1,200) - 1,200 0.6% - -
Total Other Funding Sources (81,050) (77,853) 3,197 1.5% (80,585) (2,732)
Net Retail Rates Revenue Requirement 215,062 222,846 7,785 3.6% 230,693 7,846
Impact of Demand/Connections -1.3%
Change in Utility Discount Program 5,820 6,272 452 0.2% 6,882 610
Effective Increase in Retail Rates 2.6%

Calculations may not total due to rounding

The Expenditure section of Table 3-1 presents the operating fund cash spending components that make
up the water system revenue requirement. The Other Funding Sources section presents other sources
of funding which reduce the amount of expenditure that must be recovered through retail rates. The
final section of the table presents two items, “Demand” and “Utility Discount Program,” that do not
affect the revenue requirement but do affect rates. For example, total expenditure increases the total
revenue requirement by 4.7 percent from 2022 to 2023. However, increases in other funding sources
(wholesale revenues and non-rate revenues) decrease the retail revenue requirement by 1.2 percent,
resulting in a net increase of 3.5 percent in the 2023 retail rates revenue requirement. The actual
average rate increase of 3.6 percent is higher than the revenue requirement increase due to a projected
increase in utility discount utilization, which is partially offset by an increase in connections.

The following sections include more detailed descriptions of the components of change in the revenue
requirement.
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3.1. Operations and Maintenance Expense (O&M)

The water system O&M expenditure requirement includes costs attributable to water operations, as
well as a portion of administrative expenses that water shares with other SPU funds (e.g., finance,
customer service, etc.). For rate study purposes, O&M includes taxes but does not include debt service,
which is discussed under capital financing. O&M is broken into two categories: Branch O&M and taxes.

Branch O&M equals the spending required to support operations and maintenance functions of the
water utility. Under this proposal, 2022 Branch O&M increases $13.1 million from the 2020 amount as
projected in the 2018-2020 rate study due to cost changes associated with updated growth assumptions
in city central costs, pensions, and other labor costs. The proposal assumes an increase in Branch O&M
of $5.6 million in 2023.

SPU pays three primary taxes, the City of Seattle Water Utility Tax, Washington State Utility Tax and the
Washington State B&O Tax. While all three taxes are not applicable to all revenue sources, they all are
revenue based taxes. As such, as revenue increases, tax expense increases. Taxes increase $2.0 million in
2022 and $1.7 million in 2023 due to a higher projected tax revenue base.

3.2. Capital Financing Expense

Financing of the capital program will decrease the expenditure requirement by 5.2 percent in 2022 and
increase the requirement by 4.3 percent in 2023, as presented in Table 3-1.

Major water capital programs to be funded during this period include:

e Distribution System Improvements

e Transmission System Rehabilitation

e ‘Move Seattle’ Utility Relocation Projects

e Dam Safety Improvements

e Service Renewals and Retirements
SPU funds water system capital projects through a combination of cash (from direct service and non-
rates revenue) and debt financing (revenue bonds and low-interest loans serviced by rates revenue). As
discussed in Section 3.2.2, SPU will be issuing bonds in each year of the rate study. This rate study
forecasts CIP cash financing that will exceed the financial target of 20 percent of CIP over the three-year
rate period. The remaining CIP will be funded with revenue bond proceeds. Table 3-2 presents CIP
spending and financing assumptions during the rate period.
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Table 3-2
Capital Spending and Financing Assumptions
Rate Study
($1,000's) 2022 2023 Average
CIP Spending Assumption 87,469 103,816
CIP Financing Breakdown
Cash Financed 20,337 22,244
Debt Financing
Low Interest Loan 0 0
Bond Financing 67,132 81,572
Cash Financed Percentage 23.3% 21.4% 22.3%
Debt Financed Percentage 76.7% 78.6% 77.7%

3.2.1. Cash Financing (Target Only)

Water system financial policies require that a minimum of 20 percent of the CIP be financed with
current cash revenues (as opposed to debt proceeds) over the rate period. The sources of cash that
assist in meeting this 20 percent target are operating revenues, cash on hand, and contributions in aid of
construction?.

Although CIP cash financing is projected to exceed the financial policy target, this section discusses only
the cash necessary to just meet the 20 percent cash financing target. The additional capital funding, over
and above the cash financing target, is discussed in Section 3.3 and Section 3.4.

As presented in Table 3-3, targeted cash financing of the CIP decreases $0.5 million in 2022 and
increases $3.3 million in 2023.

Table 3-3
Change in Target Cash Financing
($1,000's) 2020* 2022 $ Change 2023 $ Change
Cash Financed (Target) 17,992 17,494 (498) 20,763 3,269

* 2020 assumptions used in 2018-2020 Rate Study

! customers often pay for water facilities when they connect to the water system or cause the relocation of water facilities. For
example, a developer pays for installation of a water meter and service line when building a new house.
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3.2.2. Debt Service

Table 3-4 presents projected Water Fund debt service, by source, during the rate period.

Table 3-4
Change in Water Fund Debt Service

($1,000's) 2020* 2022 $ Change 2023 $ Change
Debt Service Details

Debt service for existing bond issues 89,296 78,509 (10,787) 79,244 734

2022 bond debt service** - - 5,685 5,685

2023 bond debt service** - - - -

Low interest loan debt service 2,246 2,371 125 2,342 (29)
Total Debt Service 91,542 80,880 (10,662) 87,271 6,390

* 2020 assumptions used in 2018-2020 Rate Study
** Bond principal and interest payments are assumed to begin in the year following issue
Calculations may not total due to rounding

In the third quarter of 2022, SPU expects to issue approximately $87.4 million in new revenue bonds. An
additional $95.8 million of new money bonds are expected to be issued in the third quarter of 2023. SPU
is proposing to issue bonds that are expected to fund roughly one year of CIP needs.

3.3. Other Financial Policy Requirements

As discussed in Chapter 2, proposed rates for 2022 and 2023 are not based on financial policy targets,
but rather rate path targets designed to smooth the Strategic Business Plan rate path. Because revenues
in these years are not set to just meet a binding financial target, all policy targets are exceeded.

In the approved SBP, capital spending and O&M are projected to increase substantially in 2024 and
2025, requiring increasing cash from rates. To help mitigate those increased demands for cash, this rate
proposal creates a small cushion of additional cash balance. From a rate setting perspective, increasing
cash balances act as a rate driver. Cash balance increases represent revenue that is raised above what is
spent, increasing the Fund’s revenue requirement.

Proposed rates will be used to increase the operating cash balance by $5 million in 2022. This will allow
a small draw down of cash in future years to fund the cash-to-CIP requirement while remaining above
the 120 days of cash target. Some additional rates revenue is proposed to also increase cash-to-CIP
above the minimum 20% required during this rate period.

Table 3-5 presents how SPU proposes to spend revenues generated from financial policies over the
three-year rate period.

Table 3-5
Impacts of Changes to Financial Policy
($1,000's) 2020* 2022 $ Change 2023 $ Change
Increase Cash Balance 1,000 5,000 4,000 - (5,000)
Additional Capital Program Funding 6,294 2,844 (3,451) 1,481 (1,363)
Financial Polices 7,294 7,844 549 1,481 (6,363)

* 2020 assumptions used in 2018-2020 Rate Study
Calculations may not total due to rounding
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3.4. Other Funding Sources

A significant portion of the total water system expenditure requirement is funded through wholesale
revenues, capital contributions, asset sales, and other operating and non-operating revenues. These
other funding sources reduce the amount to be recovered through retail rates and therefore are
reflected as reductions to the retail revenue requirement in each year. Other funding sources, primarily

wholesale and non-rate revenues, are projected to decrease from 2020 projections by $3.2 million in
2022.

3.4.1. Wholesale Revenues

Revenues from wholesale customers, as presented in Table 3-6, are expected to be decrease $3.6
million in 2022 from the assumed amount in the 2020 rate study.

Table 3-6
Change in Wholesale Revenues
($1,000's) 2020* 2022 $ Change 2023 $ Change
Full & Partial Revenue** 28,604 30,199 1,594 30,202 3
Cascade Block Revenue 24,081 19,702 (4,380) 21,867 2,165
Northshore Block Revenue 6,129 5,341 (788) 5,511 170
Total 58,815 55,242 (3,573) 57,580 2,338

* 2020 assumptions used in 2018-2020 Rate Study
** Includes facilities charge revenues and Renton conservation payment.

Rates for wholesale customers have not yet been approved for 2022-2023, but will be proposed in
accordance with wholesale contracts. These contracts define cost of service methodologies that
determine how much the water system charges for wholesale service. Wholesale rate studies apply
these methodologies based on expenditure projections (budget). Wholesale rates may be affected by
actions that raise or lower the water system O&M or CIP budget. Outside of budget changes, there is
very little flexibility to alter wholesale rates and revenues.

3.4.2. Non-rate Revenues

As presented in Table 3-7, other non-rate revenue (unmetered revenue) is projected to increase from
$21.0 million assumed for 2020 to $22.6 million and $23.0 million in 2022 and 2023, respectively.

Table 3-7
Change in Non-Rate Revenues
($1,000's) 2020* 2022 $ Change 2023 $ Change
Unmetered Revenues
Capital Contributions & Tap Fees 14,756 13,838 240 14,083 245
Operating Fund Interest Income 93 333 (283) 342 9
Charges for Miscellaneous Services 2,569 4,357 106 4,466 109
Rentals & Others 3,325 1,414 27 1,442 28
Build America Bonds Reimbursement 2,080 1,571 (48) 1,520 (51)
Billing leads & lags (1,789) 1,097 687 1,152 55
Total Unmetered Revenues 21,035 22,611 729 23,005 394

* 2020 assumptions used in 2018-2020 Rate Study

The largest category of other non-rate revenues is capital contributions and tap fees, which are
projected to be modestly lower during the rate period. Construction and development in Seattle have
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sustained a torrid pace since 2013, and the projection reflects a modest regression in development
activity partially offset by increased prices for new services.

Billing leads and lags are year-end cash effects that adjust for differences in when an expense (or
revenue) is recorded in SPU financial systems? versus when the associated cash is paid (or received).
These lags/leads result in an impact on rates when their sum dollar amount changes from year to year.
The leads/lags presented in Table 3-8 are primarily associated with changes in the timing of CIP billed to
SPU from year to year.

3.4.3. Revenue Stabilization Fund Withdrawals

As discussed in Chapter 2, the minimum balance in the RSF is $9 million. From a rates perspective,
withdrawals from the RSF are part of the other funding sources pool. Increases in withdrawal size add to
this pool and therefore reduce the retail rate revenue requirement. Decreases in withdrawal size reduce
the size of this alternative funding pool and increase the direct service funding requirement.

At the end of 2020 the RSF balance was $60.1 million. A $19.0 million withdrawal is planned in 2021 to
defease high-interest rate debt. The projected beginning balance for 2022 is $41.7 million. In this rate
proposal, SPU does not propose any withdrawals from the RSF.

Table 3-8 presents projected RSF balances.

Table 3-8
Projected Water Revenue Stabilization Fund Balances
($1,000's) 2020* 2022 2023
Beginning RSF Cash Balance 28,419 41,697 42,114
Interest 284 417 421
Deposit (Withdrawal) (8,300) 0 0
Ending RSF Cash Balance 20,403 42,114 42,535

* 2020 assumptions used in 2018-2020 Rate Study

3.5. Effect of Demand (Rate Adjustment)

The volume of water sold to retail customers is projected to remain flat over the forecast period. For the
rate study period, total retail consumption is expected to be 26.6 million CCF per year. Consumption is
expected to remain the same in both residential and general service customer classes.

Despite generally growing population and employment, water consumption through the 1990s and
2000s trended downwards due to various forms of conservation (programs, efficiency codes and
standards, rising water and sewer rates, etc.). With the end of the 1% Conservation program in 2011 and
a rebound in employment after the Great Recession, water consumption appears to level off until 2020
when the COVID-19 pandemic disrupted regular activity. As shown in Figure 3-1, consumption is
expected to remain at 2020 levels in 2021, before returning to levels of the previous decade. The effects
of growth and conservation are forecasted to largely offset each other once pandemic restrictions are
lifted.

Zin general, revenues are recorded when billed and expenses when invoiced.
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“Weather adjusted” consumption normalizes consumption to average historical summer weather.

Consumption levels for the rate study period are expected to be similar to the average consumption
from 2012 through 2019. The COVID-19 pandemic, and the public health response, dramatically altered
water consumption patterns in 2020. State-mandated shutdowns of non-essential businesses, along
with capacity limits on indoor spaces, dramatically reduced water consumption for the General Service
class. Conversely, water consumption for the Residential class increased as many people spent more
time at home, including work from home.

While there will be residual effects from the pandemic, for this rate study consumption is forecast to
return to pre-pandemic levels for each customer class. Consumption changes will continue to be studied
and known effects will be incorporated in the next rate setting period. Rate Study water demand is
shown in Figure 3-1 and in Table 3-9.

Table 3-9
Short Term Water Consumption Forecasts (Annual ccf)
Residential General Service Total
Consumption  Percent | Consumption Percent | Consumption Percent
(CCF) Change (CCF) Change (CCF) Change
Actual
2019 10,258,052 16,311,787 26,569,839
2020 10,865,609 5.9% 14,363,941 -11.9% 25,229,550 -5.0%
Projected
2021 10,600,000 -2.4% 14,650,000 2.0% 25,250,000 0.1%
2022 10,245,000 -3.3% 16,312,000 11.3% 26,557,000 5.2%
2023 10,245,000 0.0% 16,312,000 0.0% 26,557,000 0.0%
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In terms of the impact of demand on water rates, increases in consumption and the number of water
meters partially offset increases in the retail revenue requirement. Water rates are made up of a fixed
base service charge as well as a consumption charge. Water consumption is the unit of demand for the
consumption charge while number of customers (measured by the number of meters) is the unit of
demand for the base meter charge. When the number of meters increases, the customer base
broadens. Residential meters are projected to increase 0.6 percent annually, and commercial meters are
projected to increase by a smaller amount during the 2022-2023 rate period.

As mentioned above, these combined changes in consumption and meters are a portion of the
difference between the increase in revenue requirement and the increase in the rate. The impact of
these rate drivers is shown in Table 3-10. Increased consumption in 2022 compared to 2020 slows rate
growth. Similarly, increased meters in 2022 and 2023 also slow rate growth compared to prior years.
Because revenue from consumption is significantly higher than from meters, volumetric changes are
more impactful to rates than meter growth.

Table 3-10
Effect of Demand on Rate Increase
2020* 2022 $ Change 2023 $ Change
Total Consumption (thousand ccf) 26,480 26,557 77 26,557 0
Total Retail Meters 197,498 201,005 3,507 202,156 1,151
Effect on Rate Increase -1.3% -0.2%

* 2020 assumptions used in 2018-2020 Rate Study

3.6. Effect of Changes in the Utility Discount Program (Rate Adjustment)

Similar to demand, changes in customer participation in the UDP do not affect the Water Fund revenue
requirement but do affect the rate increase. Increased participation in the program reduces revenues as
more households are paying a discounted rate. The reduction in revenue must be made up through an
increase in standard rates. Enrollment in the program has increased steadily since the mid-2010s, with a
spike in 2020 due to the COVID-19 pandemic and subsequent economic disruption. Enrollment and
revenue reductions are projected to continue rising during the rate study period. The effect on rates is
shown in Table 3-11.

Table 3-11
Effect of Changes to Utility Discount Program on Rate Increase
($1,000's) 2020* 2022 $ Change 2023 $ Change
Total Discount 5,820 6,272 452 6,882 610
Effect on Rate Increase 0.2% 0.3%

* 2020 assumptions used in 2018-2020 Rate Study
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4. COST ALLOCATION

Once the retail revenue requirement is set, it must be assigned to different customer classes. A
customer class is a group of customers that places a unique cost on the utility or is administratively
easier to serve as a group. Figure 4-1 presents the multiple steps (divided into two phases) required to
allocate water expense to individual customer classes. In the first phase, the retail component of water
system expense is allocated between cost categories, or groupings of cost items, that are driven by
similar factors. In the second phase, the cost assigned to each cost category is allocated between
customer classes based on defined customer characteristics.

Figure 4-1
Cost Allocation Process

Phase | — Allocation of expense between cost categories

Water System Expense Allocation Categories Cost Categories
Commodit i
Wholesale ¢ Vet &Sy ) e Commodity
L]
O&M/Asset Costs eters ) ervices
e Reservoirs _ e Customer Related
. / ® Mains
Retail L e Hydrants e Direct Allocation/
O&M/Asset Costs . - .
e Etc. Engineering Basis

Phase Il — Allocation of cost between customer categories

\4

Cost Categories

Commodity

Customer Related .
Customer Characteristics Revenue Requirement
Direct Allocation/ e Annual flow o Residential $

Engineering Basis

e Equivalent Meters e General Service $

A 4

e Direct Allocation/ e Public Fire $
Customer Class Engineering Basis

e Residential e Private Fire $

e General Service

e Public Fire

e Private Fire

The cost allocation process presented above recognizes differences in the costs of providing service to
different types of customers. For example, a customer class with higher consumption requires increased
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use of the water treatment plants, whereas a customer class with more accounts requires increased use
of the customer billing system.

This chapter provides a general framework for Phase | of the cost allocation process, with complete
details provided in Appendix A. This chapter then focuses on Phase Il of the cost allocation process,
organized as follows:

e QOverview - cost categories

o Framework for allocation of retail water expense between cost categories (Phase |)

o |dentification of customer classes and quantification of cost allocation characteristics (Phase Il)

e (Calculation of total cost of service, or revenue requirement, for each customer class (Phase Il)

The current rate study does not propose any fundamental changes to the cost allocation methodology
used in prior rate studies. While the cost category of capacity was eliminated from the 2016-2017 rate
study, the effect on final allocations is negligible. The change was made for two reasons:
1) Due to falling demand, the current system is oversized from a cost allocation standpoint so very
few assets were allocated using the capacity allocator, and
2) The difference in peaking characteristics of residential and general service has diminished as
demand has fallen, so the allocator does not provide much distinction between customer
classes.

4.1. Overview — Cost Categories

Retail water system costs are grouped into three main cost categories which can be allocated among
customer classes based on customer characteristics: commodity, customer-related, and directly
assigned. The costs assigned to the first two categories are shared among different customer classes
based on characteristics such as total annual water volume and number of accounts. Costs included in
the directly assigned category are assigned in their entirety to the applicable customer classes.

Commodity Costs. Commodity costs vary proportionately with the amount of water provided under
average consumption conditions. These costs include items such as the Cedar and Tolt treatment plants,
and chlorination at in-town reservoirs. They also include the cost of activities and assets that are shared
with wholesale customers since the allocation between wholesale and retail is based on annual flow.

Customer-Related Costs. Customer-related costs encompass an umbrella of expenses associated with
serving customers independent of the amount of water they use. These include the cost of meter
maintenance and repair, meter reading, billing, customer accounting, and the call center.

Directly Assigned Costs. These are costs that are directly allocable to a single customer class. For this
rate study, directly assigned costs are primarily fire hydrant asset and repair costs.

4.2, Framework for Allocation of Retail Expense to Cost Categories (Phase I)

The cost allocation framework for retail water rates uses the distribution of embedded or average costs
from a prior period (“test year”) to allocate future revenue requirements between different cost
categories. Therefore, the 2022-2023 retail water system revenue requirements are assigned to
customer classes based on the actual distribution of expense between those categories in 2019 (the test
year). The test year expense is defined according to a “utility basis” which is the sum of the following
elements:

e Annual operations and maintenance (O&M) costs;
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e Depreciation expenses on assets paid for by rates; and
e Areturn on assets calculated on infrastructure in service.

Phase | of the cost allocation involves the distribution of prior year expense between cost categories, as
further described in Appendix A, Sections A1.2 and Al.3. Additional information on the “utility-basis”
costing framework can be found in Appendix A, Section Al.1 to this study.

Table 4-1 presents the breakdown of 2019 retail water system expense by cost component (see
Appendix A for the detail behind this data). As noted below, over two-thirds of retail water system
expense is driven by annual water flow (usage).

Table 4-1
Water Cost Category Summary

Component 2019 % of
Cost Category Revenue Total
Annual Flow 110,547,969 69.5%
Equivalent Meters 39,871,181 25.1%
Direct/Engineering Basis* 8,680,081 5.5%
Total 159,099,231 100.0%
*Public Fire

4.3. Retail Customer Classes and Characteristics

Retail water customers are divided into four customer classes.
e Residential. Customers living in single family or duplex residences.

e General Service. Commercial, governmental, and industrial customers as well as multi-family
residential structures.

e Private Fire. The separately metered connections for fire-protection sprinkler systems installed
on the customer’s property. These customers pay a separate rate for these services in addition
to their General Service or Residential rates for their domestic services.

e Public Fire. The governmental agencies responsible for providing public fire protection
(hydrants).

Costs are assigned to these customer classes based on how the characteristics of each class drive water
system costs. Table 4-2 summarizes the allocator (customer characteristics) used to assign cost to each
component cost category.
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Table 4-2
Allocators by Cost Category
Allocation Category Customer Comments
Characteristics
Commodity Costs Annual flow Actual 2015 total water consumption
in hundreds of cubic feet (ccf).
Customer-Related Equivalent Meters Equivalent Meters is a weighted
Costs count of different sized meters by
class (See Appendix Al.5 for
calculation details).
Direct Assignment Class specific expense These are costs for activities or assets
assigned directly to that are dedicated to one customer
applicable class class only.

Table 4-3 quantifies the key characteristics (by class) that are used to allocate commodity and customer-
related costs in the current rate study.

Table 4-3
Key Customer Characteristics

Customer Class Annual Flow Equivalent Meters
Residential 38.5% 73.3%
General Service 61.2% 21.8%
Private Fire 0.1% 4.9%
Public Fire 0.3% 0.0%

Total 100.0% 100.0%

As shown in the table, the residential class accounts for the majority of equivalent meters while the
general service class accounts for the majority of annual water usage. Although public fire water use is
not directly measured, the annual flow used is consistent with the estimate used for state non-revenue

water reporting.

4.4. Cost of Service and Revenue Requirement by Customer Class

The customer characteristic percentages in Table 4-3 are applied to the appropriate 2019 allocation
categories in Table 4-1 to determine each customer class’ actual 2019 cost of service. Table 4-4
summarizes the results of this allocation process.
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Table 4-4
Retail Water Cost of Service Based on 2019 Actual Financial Data
Direct/
Equivalent Engineering

Customer Class Annual Flow Meters Basis Total % of Total
Residential 42,530,308 29,215,916 - 71,746,224 45.1%
General Service 67,629,343 8,696,085 - 76,325,429 48.0%
Private Fire 80,703 1,959,180 - 2,039,883 1.3%
Public Fire 307,616 - 8,680,081 8,987,696 5.6%
Total 110,547,969 39,871,181 8,680,081 | 159,099,231 100.0%

Allocations to the general service and residential customer classes account for the bulk (93.1 percent) of
the retail water cost of service. Public and private fire represents only about seven percent of the total.
The general service class is allocated the largest single share (48.0 percent). This class accounts for 61.2
percent of annual flows, which is applied to the largest portion of the water system revenue

requirement.

The rate revenue requirements for each rate class are calculated by applying each class’ percent of total
2019 cost to the 2022-2023 retail rates revenue requirements, with results as presented in Table 4-5.

Table 4-5

2022-2023 Retail Revenue Requirement By Customer Class

Cost of Service

Customer Class 2022 2023 Percentage
Residential 100,493,310 104,031,684 45.1%
General Service 106,907,112 110,671,316 48.0%
Private Fire 2,857,220 2,957,823 1.3%
Public Fire 12,591,998 13,035,363 5.6%
Total 222,849,640 230,696,185 100.0%

Using the same general allocation framework as the 2018-2020 rate proposal, there is little movement
in the cost shares by customer class. Table 4-6 illustrates the small changes for the 2022-2023 rate study
relative to the 2018-2020 rate study. See Appendix A for more information.

Table 4-6

Cost Shares by Customer Class

Customer Class 2018-2020 Rate Study 2022-2023 Rate Study
Residential 45.0% 45.1%
General Service 47.9% 48.0%
Private Fire 2.2% 1.3%

Public Fire 5.0% 5.6%

Total 100.0% 100.0%
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5. RATE DESIGN

Rate design is the last element of the rate study. Chapter 3 presented the amount of retail water
revenue required to fund proposed 2022-2023 O&M and capital programs while meeting financial
targets. Chapter 4 discussed the allocation of the revenue requirement between customer classes. This
chapter identifies the rate structure and the proposed 2022-2023 rates, which will satisfy the retail
revenue requirement and meet established rate design policy objectives.

The current rate study keeps the same rate structure as previous studies. However, some design
practices are changed. In past studies, meter and commodity charges were the same for residential and
general service customers. This study breaks that rate parity® and has meter and commodity rates for
each class move independently. In this study, meter charges and commodity charges increase at the
same rate within a customer class, a change from previous practice. The practice of changing meter and
commodity charges at the same rate within a customer class balances rate increases equally among all
customers within that class.

Continuing practice from previous rate studies, meter charges utilize the meter cost analysis from the
2009-2011 rate study in determining the differential (or progression) between charges for different size
meters. No changes are proposed to some rates (larger meter charges), which are higher than their cost
of service at current levels. Holding these rates constant rather than decreasing them somewhat
mitigates the impact of the revenue requirement increase on the residential and general service
commodity rate and provides rate stability.

The proposed rates increase the typical monthly residential bill by $1.35 in 2022 and $1.62 in 2023. The
total increase over the two-year period is $2.97. Typical residential consumption has remained at 5.0 ccf
per month in the 2022-2023 rate proposal. The exact increase in general service bills varies based on
consumption and meter size. A typical convenience store would see increases of $2.40 and $4.00 per
month for 2022 and 2023, respectively. Likewise, a typical 90-unit apartment building would see
increases of $28 and $48 per month. Rates for public fire on larger mains increase 15.6 percent and 3.0
percent in 2022 and 2023, respectively. Private fire meter rates and consumption rates do not increase
in this rate study as current revenue meets revenue requirements for the study period.

5.1. Rate Design Overview

A utility rate structure, or rate design, typically considers three elements: classification of customers
served, billing frequency, and schedule of charges for each customer class. The schedule of charges, or
“rates,” is designed to recover the utility’s costs, given projected customer demand®*. In addition to cost
recovery, a rate structure should support and optimize a blend of various utility objectives and should
work as a public information tool in communicating these objectives to customers.

3 Rate parity began in 2008 when costs of service, consumption, and meter counts aligned to make it possible for rates to be
equal between residential and general service classes. Over time, to keep rate parity, base service rates had to increase faster
than commodity rates. This disparity led bill increases to be weighted to lower-volume customers within each customer class.

4 Section 3.5 discusses projected customer demand and its influence on rates during the rate period.
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5.1.1. Retail Water Rate Structure

Seattle’s retail water customers are grouped into four broad customer classifications: Residential,
General Service, Private Fire (e.g., building sprinklers), and Public Fire (municipal hydrants). SPU has
developed rate structures for each of these customer classes which reflect the classes’ cost of service
structure, demand patterns, and policy objectives. A given rate class may be further divided into sub-
classes. While the rate structure for each sub-class (under the same primary class) will be similar or
identical, the actual rate assigned to each sub-class will vary based on actual differences in cost of
service or historical contractual requirements. Table 5-1 provides a summary of Seattle’s retail water
rate classes, subclasses, and associated rate structures.

Table 5-1
Retail Water Rate Structure Summary
Class Sub-class Rate Structure
Residential e In-City e Base Service Charge (meter-size based)
e Out-of-City e Single Off-Peak Commodity Rate
e Shoreline e Tiered Peak Commodity Rate
Franchise e Low-Income Rates
e Lake Forest Park
Franchise
e Burien

e Master-Metered
Developments*

General Service e In-City e Base Service Charge (meter-size based)
e Out-of-City e Single Off-Peak Commodity Rate
e Shoreline e Single Peak Commodity Rate
Franchise
e Lake Forest Park
Franchise
e Burien

e Mercer Island

Private Fire e In-City e Base Service Charge (meter-size based)
e Out-of-City e Commodity Penalty Rate
e Shoreline
Franchise
e Lake Forest Park
Franchise
Public Fire (hydrants) e In-City/Out -of- | ¢ Charge for 4-inch mains
City e Charge for larger mains
e Burien

*For rate setting purposes, there are two kinds of Master Metered Residential Developments (MMRDs).
MMRDs are eligible to be classified as water systems by the State of Washington. Customers that have
achieved that designation, and pay State Public Utility Tax on their revenue, are eligible for a lower rate
from SPU. SPU does not pay State Public Utility Tax on revenues from those customers. MMRDs that do
not pay State Public Utility Tax are subject to regular rates.
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Section 5.1.2 discusses the objectives that have been considered in the development of the rate
structures outlined above. Sections 5.2 through 5.5 provide additional detail on the rate structures by
customer class and subclass. Appendix C lists all 2022-2023 rate schedules by class and sub-class.

5.1.2. Rate Objectives

SPU staff, with input from past Rate Advisory Committees, have identified the following policy objectives
for the retail water rate design:

e Provide financial soundness;

e Advance economic efficiency;

e Promote customer equity;

e Encourage customer conservation;

e  Contribute to transparency and customer understanding; and

e Reduce impacts on low-income customers.

Some of these objectives imply different directions in rate design than others. An appropriate rate
design must strike the best overall balance among conflicting objectives. The first objective of financial
soundness is overriding and should be met by all rate designs considered. The final objective of reducing
impacts on low-income customers is partly met by a citywide program, in which SPU participates, to
provide discounts to low-income and disabled customers. The remaining objectives are met to varying
degrees by the individual rate structures, as further discussed in Sections 5.2 through 5.5.

5.2. Residential Rate Design

Residential accounts represent about 87 percent of total SPU retail water accounts. Residential
customers are further broken into five subclasses: in-city customers, City of Shoreline/City of Lake Forest
Park customers, Burien customers, other out-of-city customers, and master-metered customers. Low-
income customers in any of these residential subclasses may qualify for a discount off their water utility
bill. This section provides additional detail on the components of the residential rate design, the
residential rate changes, residential rate subclasses and the UDP.

Under the proposed rates, a typical (median) single family residential bill will increase by $1.35 per
month in 2022 and $1.62 per month in 2023 (given constant consumption). The impact for different
residential customers can vary based on the amount of water used, as presented in Table 5-2.

- 27 - Rate Design

489



Summary Ex A —2022-23 Retail Water Rate Study
V1

Table 5-2
Monthly Residential Bills at Proposed Rates

Customer Monthly 2020 2022 Change 2023 Change
Type Consumption Adopted Proposed from 2020 Proposed from 2022
Low Volume Winter 2.9 $34.11 $35.12 $1.01 $36.30 $1.18
User Summer 3.8 $39.54 $40.70 $1.16 $42.10 $1.40
(30th %tile) Average 3.2 $35.92 $36.98 $1.06 $38.23 $1.25
Median Winter 4.7 $43.83 $45.13 $1.30 $46.67 $1.54
User Summer 5.5 $49.42 $50.87 $1.44 $52.64 $1.77
(50th %tile) Average 5.0 $45.69 $47.04 $1.35 $48.66 $1.62
High Volume Winter 9.8 $71.37 $73.49 $2.12 $76.05 $2.56
User Summer 134 $103.82 $106.85 $3.03 $110.69 $3.84
Average 11.0 $82.19 $84.61 $2.42 $87.59 $2.98
Typical 3rd Tier ~ Winter 6.7 $54.63 $56.25 $1.62 $58.19 $1.94
User Summer 23.5 $200.28 $204.23 $3.95 $209.26 $5.03
Average 123 $103.18 $105.58 $2.40 $108.55 $2.97

Calculations may not total due to rounding

Note: All bill impacts are for in-city customers and assume a %” meter.
5.2.1. Residential Rate Structure

Residential customers pay a fixed base service charge plus a commodity rate. The commodity rate is a
single rate in the off-peak season (September 16 — May 15) and a three-tiered rate structure in the peak
season (May 16 — September 15).

Base Service Charge

The base service charge is a fixed monthly fee which varies by water meter size. This charge is structured
to reflect that some costs are not related to the volume of water used. The cost differential, or
progression, between different meter sizes is based on 1) annualized costs, by meter size, for meter
maintenance, testing, repair, replacement and service renewal; and 2) annual customer service costs.
The progression used in this proposal is based on data from the 2009-2011 rate study.

Commodity Rate

Residential commodity rates are seasonal, with tiered peak (May 16 — September 15) rates and uniform
off-peak (September 16 — May 15) rates. Peak season rates are higher than off-peak rates and tiered for
residential customers to provide a disincentive for wasteful summer water usage.

Peak residential commodity rates consist of three tiers associated with differing usage volumes: 1) the
lowest rate is charged on consumption up to five ccf/month; 2) the next 13 ccf/month (six to 18 ccf) is
charged a higher rate; and 3) the highest rate is charged on consumption above 18 ccf/month.
Historically, one out of fifteen residential customers has some consumption at the third-tier level each
year. In the past, the City has implemented a third-tier on a temporary basis to discourage water use
under drought conditions. This tier became a permanent feature of the water rate structure in 2002 in
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response to the legal requirement of initiative 1-63°. This rate study holds constant third-tier rates
through 2023.
5.2.2. Residential Increase

This study includes increases in residential commodity rates and meter base service charges. The
residential rate schedule for inside city customers is presented in Table 5-3.

Table 5-3
Proposed Residential Rates
Current 2022 2023
Rate Rate Rate
Commodity
Off-Peak ($/ccf) $5.40 $5.56 $5.76
Peak ($/ccf)
Up to 5 ccf/mo $5.55 $5.71 $5.92
Next 12 ccf/mo $6.86 $7.06 $7.32
Above 18 ccf/mo $11.80 $11.80 $11.80
Base Service Charge
3/4inch $18.45 $19.00 $19.60
linch $19.00 $19.60 $20.20
11/2inch $29.35 $30.20 $31.15
2inch $32.50 $33.45 $34.50
3inch $120.30 $123.90 $127.80
4inch $172.35 $177.45 $183.05

Note: All rates above are in-city.

In 2022 and 2023, residential meter charges will go up 3.0 percent and 3.2 percent, respectively, per
year. Currently, rates are aligned in a cost progression based on meter size, with the exception of the
three-inch meter. The current three-inch charge is below the cost progression; however, the percentage
increases are matched to that of the three-quarter inch meter for this rate period in order to limit
customer impact.

Commodity rates are increasing at a similar pace as meter rates. Off-peak consumption rates are
proposed to increase 3.0 percent and 3.6 percent in 2022 and 2023, respectively. Peak rates are
increasing similar percentages each year, with the exception that the third tier is not increasing in any
year.

5.2.3. Residential Sub-Classes

The majority of Seattle Public Utilities’ residential customers live within City limits (about 156,500
accounts). However, SPU also directly provides water service to about 10,750 residential customers in

> In October 2001, the Mayor and City Council adopted City of Seattle Ordinance No. 120532, otherwise known as I-63
Settlement Ordinance (I-63 SO). This ordinance established various measures designed to promote water conservation,
including the creation of the "Everyone Can Conserve" program to fund water conservation in low-income housing. This
ordinance also established the requirement for a residential summer peak use third block to be charged on residents and
businesses that use extraordinary amounts of water.
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the City of Shoreline and City of Lake Forest Park, 1,800 residential customers in the City of Burien, and
3,100 other residential customers who reside outside of City of Seattle boundaries. Each of these
residential customer groups, or sub-classes, pays a different rate due to differences in cost of service
and/or historic agreements governing these relationships. In addition, master metered residential
developments (MMRD) comprise another residential sub-class with its own distinct rates.

Outside City Residential Rates (except Shoreline, Lake Forest Park, and Burien)

SPU sets the base meter and commodity rates for SPU customers residing outside of Seattle City Limits
at 14 percent greater than in-city rates. Certain characteristics of these areas increase the cost of
service, including lower-density development and topography which limits the use of gravity fed
systems. Both factors cause higher capital and operating costs (longer water mains, more pumping) per
unit of water delivered. In addition, field crews, meter readers, inspectors, and other employees, along
with vehicles and equipment, must travel farther to work on parts of the system that serve outside city
customers.

Outside-City residential rates are found in Appendix C.

City of Shoreline/City of Lake Forest Park Residential Rates

SPU sets the base meter and commodity rates for SPU customers residing in Shoreline and Lake Forest
Park approximately 21 percent® higher than in-city rates. This rate surcharge is based on the 14 percent
out-of-city surcharge (discussed above) plus an additional six percent to cover City of Shoreline and City
of Lake Forest Park franchise fees.

The Cities of Shoreline and Lake Forest Park charge SPU franchise fees on the water service SPU provides
within their boundaries. Each city’s franchise fee is set at six percent of revenue. All the revenues from
this franchise fee are paid to the City of Shoreline and City of Lake Forest Park, and neither Seattle nor
any water customer outside Shoreline and Lake Forest Park receives a benefit from the associated
revenues.

The Shoreline franchise fee was enacted in 1999. The Lake Forest Park franchise agreement has been in
effect since November 2009.

Shoreline and Lake Forest Park residential rates are found in Appendix C.

City of Burien Residential Rates

In January 2021, the City of Burien began collecting an eight percent utility tax on all SPU revenue in
Burien. As a result, SPU will set base meter and commodity rates for customers residing in Burien
approximately 24 percent higher than in-city rates beginning in 2022. This rate surcharge is based on the

5 Franchise fees and revenue taxes are compounding by their nature. Because they are based on SPU revenue, SPU
must increase charges more than the statutory rate to ensure after-tax/franchise fee charges are consistent. Ex:
SPU charges $10 for a service. A 10% revenue tax rate is applied. If SPU simply added 10% to the charge, the new
price would be $11. In that case revenue would be $11, and the 10% revenue tax would be $1.10. SPU would
receive $9.90 after payment of the tax. This is less than before the tax is applied. To account for this compounding
effect, charges are increased slightly more than the statutory rate to equalize pre-tax and post-tax SPU receipts. In
this example, the after-tax charge would be $11.11. The 10% revenue tax would generate $1.11, and SPU would
receive $10.00 after tax.
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14 percent out-of-city surcharge (discussed above) plus an additional eight percent to cover City of
Burien Utility Tax costs.

All revenues from this utility tax are paid to the City of Burien, and neither Seattle nor any water
customer outside Burien receives a benefit from the associated revenue.

Rates for residential customers in Burien will rise in 2022 more than other residential customers due to
incorporation of this new tax. Residential meter charges will rise 11.9 percent and commodity charges
will rise 11.7 percent, compared to 3.0 percent for all other residential customers.

As stated earlier the City of Burien began collecting tax revenue in 2021, before SPU incorporated the
additional cost into rates. The tax is being paid for by all customers. To reimburse other SPU rate payers,
Burien residential charges in 2023 will incorporate an additional charge of $0.55 per month for small
meters and $0.19 per ccf. This delay has been incorporated to not exacerbate the increases already
imposed by the new tax in 2022.

Burien residential rates are found in Appendix C.

Master-Metered Residential Development Rates

These rates apply to residential developments with master meters of one and a half-inch or larger which
operate and maintain their own distribution systems on private property. The water service to these
developments primarily serves single-family detached residences on at least two separate legal parcels.

A separate rate structure was established for MMRD customers in 1995, with residential rates applying
in the peak season and an escalated general service rate applying in the off-peak season. This rate
structure recognizes the fact that MMRDs, although considered general service habitations, experience
peak irrigation demands similar to those of residential customers. At present, all MMRD customers
reside in Shoreline and pay Shoreline residential rates.

Certain Master-Metered Residential Developments are eligible to classify as water systems by the State
of Washington. Those that have achieved that designation, and pay State Public Utility Tax on their
revenue are eligible for a lower rate from SPU. SPU does not pay State Public Utility Tax on revenues
from those customers.

MMRD rates are found in Appendix C.
5.2.4. Utility Discount Program

The City assists qualified low-income customers with their water bills by providing a 50 percent credit on
their utility bills, one of the most generous assistance policies in the nation. Income guidelines vary based on
the number of people in the household, monthly income, and annual income. Income limits are updated
every January and are based on 70 percent of the state median income. In an effort to ensure utilization by
eligible residents, Seattle Housing Authority auto-enrolls its eligible customers in SPU’s discount program.

Currently, about 30,000 water customers receive a utility discount. About one-third of these low-income
assistance customers receive their credit on their SPU combined utility bill while the other two-thirds
receives a credit through their Seattle City Light bill. For customers billed by SPU, the discount cuts their
water bill in half. The City Light bill is used as the credit mechanism for customers who do not directly
receive an SPU bill, such as customers living in apartment complexes, who typically receive a City Light bill
but have utility costs for water, sewer and solid waste included in their rent. These customers receive a fixed
dollar credit via their Seattle City Light bill, which approximates the 50 percent discount.
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Table 5-4 presents the discounts for 2020, 2022, and 2023.

Table 5-4
Rate Assistance Discounts
Adopted Proposed Proposed

Customer-type 2020 2022 2023
SPU-billed customers 50% Discount 50% Discount 50% Discount
Non-SPU-billed customers

Single-family (Residential) $22.85/month  $23.52/month $24.33/month
Multi-family (Gen. Serv.) $12.50/month  $12.78/month $13.25/month

5.3. General Service Rate Design

General service accounts represent about 12 percent of total SPU retail water accounts. General Service
customers are also broken into five subclasses: in-city customers, Shoreline/Lake Forest Park customers,
Burien customers, Mercer Island customers, and other outside-City customers. This section provides

additional detail on the components of the general service rate design, the general service rate increase

and general service rate subclasses.

The proposed rates will affect general service customer bills to varying degrees depending on the
volume of water used. Table 5-5 presents projected bill impacts for a sampling of general service

customer types.

Table 5-5
Monthly General Service Bills at Proposed Rates
Customer Monthly 2020 2022 Change 2023 Change
Type Consumption Adopted Proposed from 2020 Proposed from 2022
Convenience Winter 15.0 | $100.00 $102.25 $2.25 $105.95 $3.70
Store Summer 15.0 $121.90 $124.60 $2.70 $129.20 $4.60
(1" meter) Average 15.0 | $107.30 $109.70 $2.40 $113.70 $4.00
Small Office Winter 49.9 $302 $309 S7 $320 S11
Building Summer 56.8 $422 $432 $9 $448 $16
(2" meter) Average 52.2 $342 $350 $8 $362 $13
Apartment Winter 168.3 $1,029 $1,052 $23 $1,090 $38
Bldg (90 units) Summer 2473 $1,816 $1,856 $40 $1,925 $69
(3" meter) Average 194.6 $1,291 $1,320 $28 $1,368 $48
Medium Winter 1,180 $6,586 $6,733 $147 $6,977 $244
Hotel Summer 1,559 $10,906 $11,145 $239 $11,558 $413
(6" meter) Average 1,307 $8,026 $8,203 $177 $8,504 $300
Large Winter 3,785 $20,689 $21,148 $459 $21,914 $766
Industrial Summer 2,410 $16,783 $17,149 $366 $17,785 $636
(8" meter) Average 3,327 | $19,387 $19,815 $428 $20,538 $723

Calculations may not total due to rounding
Note: All bill impacts are for in-city customers.
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5.3.1. General Service Rate Structure

The general service rate structure is nearly identical to that for residential customers with a base service
charge that varies by meter size and peak and off-peak commodity rates. In general, the discussion in
Section 5.2.1 on these two rate components is applicable to general service rates.

The primary difference between the two rate structures is that general service customers do not have
tiered peak rates’; all peak consumption is charged at a single rate. In addition, the general service base
service charge progression includes several larger meter rates which are not applicable to residential
customers.

In this rate proposal rate parity between residential and general service customer classes is ended.
Proposed 2022-2023 commodity and base service charges increase at approximately the same rate
within each class.

5.3.2. General Service Increase

This rate proposal breaks the parity between general service and residential rates that has existed for
over a decade. This proposal increases meter charges and commodity charges at approximately the
same rate within each customer class. Adjusting meter and commodity charges at the same rate impacts
all customers within a class the same way, rather than in a disparate manner based on meter size and
consumption level. With respect to larger meter rates not applicable to residential customers, rates for
16-inch meters will remain at 2020 levels for the first year of the proposal, only increasing in 2023.
Meters larger than 16-inches will remain at 2020 rate levels for both years of the proposal. These larger
meter rates are proposed to remain constant to recognize that charges are already high relative to
smaller meter rates based on a cost analysis.

General service rates are shown in Table 5-6:

7 The residential first tier peak rate is intended as a “lifeline” rate and as such does not apply to general service.
The third tier peak rate is intended to capture “excessive” or “wasteful” water consumption. Because each general
service customer has a different level of consumption, SPU would not be able to set a threshold amount above
which consumption is considered excessive.
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Table 5-6
Proposed General Service Rates
Current 2022 2023
Rate Rate Rate
Commodity
Off-Peak ($/ccf) $5.40 $5.52 $5.72
Peak ($/ccf) $6.86 $7.01 $7.27
Base Service Charge
3/4inch $18.45 $18.85 $19.55
linch $19.00 $19.45 $20.15
11/2inch $29.35 $29.95 $31.10
2inch $32.50 $33.20 $34.40
3inch $120.30 $122.90 $127.45
4inch $172.35 $176.05 $182.60
6inch $212.00 $217.00 $225.00
8inch $250.00 $255.00 $264.00
10inch $305.00 $312.00 $323.00
12 inch $412.00 $421.00 $436.00
16inch $477.00 $477.00 $490.00
20inch $614.00 $614.00 $614.00
24inch $771.00 $771.00 $771.00

Note: All rates above are in-city.
5.3.3. General Service Sub-Classes

As with residential accounts, the majority of Seattle Public Utilities’ general service customers are
located within City limits (about 21,500 accounts). In addition, SPU directly provides water service to
600 general service customers in the City of Shoreline and City of Lake Forest Park, 35 general service
customers in Burien, one general service customer in Mercer Island, and 370 other general service
customers outside of City boundaries. Similar to residential accounts, Shoreline and Lake Forest Park
general service customers pay a 21 percent surcharge over the in-city general service meter and
commodity rates, Burien customers pay a 24 percent surcharge, and other outside-City customers pay a
14 percent surcharge. One Mercer Island general service customer pays a 20 percent surcharge based
on a 5.3 percent utility tax on SPU revenue. For further details, see Section 5.2.3.

5.4. Private Fire Rate Design

Private fire rates are charged for water service to fire sprinkler systems located on a customer’s
property. Private fire service customers pay a flat monthly meter base charge which varies with meter
size. This base fee includes an allowance for water consumption for testing and pump cooling. The
monthly allowance is five ccf for meters up to six inches and 10 ccf for meters eight inches and larger. A
penalty charge ($20.00/ccf) is assessed on non-fire related consumption in excess of the allowed
amounts.

Fire service rates are not proposed to change in this study as current revenue is enough to meet the
revenue requirement for the class. Fire service rates for inside city customers are presented in Table 5-7
below.
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Table 5-7
Proposed Private Fire Rates
Current 2022 2023
Rate Rate Rate
Commodity
Penalty Charge ($/ccf) $20.00 $20.00 $20.00
Base Service Charge
2inch $17.75 $17.75 $17.75
3inch $23.00 $23.00 $23.00
4inch $43.00 $43.00 $43.00
6inch $73.00 $73.00 $73.00
8inch $115.00 $115.00 $115.00
10inch $166.00 $166.00 $166.00
12inch $242.00 $242.00 $242.00

Note: All rates above are in-city.
Private fire service rate schedules by subclass are found in Appendix C of this study.

Like other retail customers, Shoreline and Lake Forest Park private fire customers pay a 21 percent
differential over the in-city private fire rates, Burien customers pay a 24 percent surcharge, and other
outside-city customers pay a 14 percent differential. For further details, see Section 5.2.3.

5.5. Public Fire Rate Design (Hydrants)

Fire hydrants provide water used by public fire departments to fight fires. Most fire hydrants owned by
SPU are located within the City of Seattle. The majority of other hydrants are in retail service areas just
north or south of the city limits. In order to more closely associate the cost of providing water for
firefighting with the customers that use this water, SPU directly charges local governments an annual
fee for public fire service. Charging local governments for the public fire service within their jurisdiction
ensures that this portion of revenue requirement is not borne by Seattle’s retail customers.

5.5.1. Rate Structure

Public fire customers are charged a flat annual fee which varies based on the size of main attached to
the hydrant and jurisdiction where located. SPU has established two different flat rates for fire service to
reflect both service level and cost differences between four-inch and larger mains®. Four-inch mains
provide substantially lower fire flows than larger mains. In addition, four-inch mains, while sufficient for
domestic service, generally do not meet current state installation standards for mains supporting
hydrants. Consequently, all of the cost of over-sizing water mains to provide fire flow, about half of total
hydrant service cost, is assigned to larger mains. The remaining costs are shared between two rates
based on the number of units, or hydrants. Hydrants connected to larger mains currently account for

8 State requirements for hydrant service have become progressively more stringent over the last century. Four-inch mains were
considered sufficient to provide fire flows when originally installed. Now, a minimum of six inches is required. Most areas with
both domestic and fire flow demands require a minimum of eight-inch mains.
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about 99 percent of all units within the SPU service area. Hydrants in Burien are charged a higher fee to

recover the cost of utility taxes in the city.

5.5.2. Public Fire Rate Increase

This study proposes increases in each year of the rate study. The rate increase for large-main hydrants is

less than the increase for the 4-inch main rate in 2022. The rates increase evenly in 2023. Table 5-8

presents the calculation for proposed 2022 and 2023 public fire rates.

Table 5-8
Calculation of Proposed Public Fire Rates
2020* 2022

2023

4-Inch Larger Mains 4-Inch

Larger Mains 4-Inch

Larger Mains

Revenue Requirement $69,057  $10,716,199
Meter Count 215 18,523 208 18,613

$104,822  $12,487,176 $108,513 $12,926,850
208

18,613

Meter Rate $321.20 $578.53 $503.95 $670.88 $521.70 $694.51

* 2020 assumptions used in 2018-2020 Rate Study
Rates do not apply in Burien

The large 2022 increase is primarily due to an increase in costs associated with maintaining hydrants and

mains sized for fire protection throughout the water system. See Table 4-6 for information on the

change in cost share for the public fire class.

All public fire hydrants within the SPU retail service area are used to calculate and set hydrant rates.
However, due to indemnification language in their franchise agreements, SPU does not charge King

County, Shoreline, and Lake Forest Park for hydrant service. Per Lane v Seattle, the costs of providing,

maintaining, and operating these hydrants are considered a “cost of doing business” in these areas.

Table 5-9 presents projected annual bills for public fire customers at proposed rates.

Table 5-9
Annual Public Fire Bills at Proposed Rates
Hydrant Count 2020 2022 2023
4-Inch Mains  Larger Mains Total Bill Bill Bill
Seattle 117 17,209 17,326 $9,993,584 $11,604,216 $12,012,801
Burien 41 122 163 $83,750 $111,424 $115,347
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APPENDIX A: COST ALLOCATION DETAILS

Chapter 4 contained an overview of how the 2022-2023 water revenue requirements were allocated to
each cost category. This Appendix provides the detail behind those allocations.

SPU uses embedded, or historical cost of service from a test year (2019 for this rate study), to determine
the percentage of revenue to be assigned to each customer class in the rate-setting period. The costs
from the test year are broken into service-based allocation categories that are then allocated to cost
categories based on defined customer characteristics. The resulting percentages from the test year are
then applied to the 2022-2023 revenue requirements.

Three steps are required to determine the revenue split between test year cost component categories:
1. Allocation of water system expense into retail and wholesale buckets.
2. Allocation of retail water expense between different allocation categories.
3. Allocation of the cost assigned to each allocation category between cost categories.

Figure Al1-1
Assignment of Water System Expense to Cost Component Categories
Allocation Steps

Step 1 Step 2 Step 3
Allocate water system Assign retail water Allocate expense by
costs between retail and expense to allocation allocation category to
wholesale categories categories (examples customer classes using
shown below) customer characteristics
Retail Customer Related —_— Equivalent
Meters
Wholesale Commodity
Annual Flow
Public Fire
(hydrants@1009%)
Direct
*
Assignment
Reservoirs
*
Mains * Allocated on engineering basis

between commodity and direct
assignment to publicfire

Prior to launching into the details of the separate steps, however, it is important to provide some
context.
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Al.l1. Cost Allocation Context

The test year cost of service is calculated using a utility-based cost method whereby test year revenue
(or total cost) is the sum of three components: 0&M expense, depreciation expense, and a return on
plant in service. The cost allocation steps described in Sections Al1.2 through A1.4 are applied separately
to each of the three cost components. Below is a description of each of these components within the
context of the current rate study.

O&M. Total O&M spending is equal to O&M presented in the test year (2019) Water Fund audited
financial statements, excluding debt service, depreciation, and certain accrued expenses.

Depreciation (use of capital assets). Total depreciation is equal to the amount presented in the 2019
Water Fund audited financial statements, excluding depreciation on contributed assets (those assets,
such as water meters, whose installation was paid for directly by individual customers).

Return on Assets. This is the result of applying an “interest rate” (rate-of-return or ROR) to the net book
value of plant in service. Plant in service is equal to the amount presented in the 2019 audited financial
statements, excluding contributed assets. Two rates of return are used in this cost allocation. “Regional”
assets (assets that are shared with the wholesale customers and whose costs are allocated to wholesale
— primarily watersheds and transmission assets) use the rate-of-return as defined in the wholesale
contracts (5.9 percent in 2019). The rate-of-return on retail assets (i.e., everything that is not regional) is
adjusted so that the total rate-of-return is equal to the difference between the adjusted retail service
revenue® and the sum of O&M and depreciation in the test year. Therefore,

(Retail portion of Regional Assets*Regional ROR)
+ (Retail assets*Retail ROR)
+ Retail portion of Depreciation
+ Retail portion of O&M
= Adjusted Retail Revenue

where all values are for the 2019 test year.

The rate-of-return on only retail assets for 2019 is 4.5 percent.

Al.2. Step One: Water System Expense Allocation

The first step is to allocate test year expenses between wholesale and retail. This is similar to the split
that is done to determine the wholesale revenue requirement for each year of the rate study.

Both wholesale customers (suburban municipalities and water districts) and Seattle’s direct service retail
customers share the cost of the “regional” portion of Seattle’s water system, including facilities such as
the watersheds and transmission pipelines. In addition, the system includes certain “subregional” assets,
such as the West Seattle and Des Moines pipelines, which serve both Seattle retail customers and
wholesale customers in the applicable subregions.

9 Industry standards allow for adjustments to test periods for known and quantifiable changes. Revenue in 2019, the test year,
was significantly above the level necessary to meet all financial policies. The adjustment to 2019 revenue, $22.5 million,
reduced revenue to the level that just met all financial policy targets.
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This step begins by assigning O&M and asset costs (depreciation and return on plant) to regional,
subregional, and retail buckets. The regional O&M costs are then “grossed up” using various multipliers
specified in the contracts to reimburse the Water Fund for additional general and administrative
overhead costs not directly included in the regional bucket. The mechanics of this are similar to the G&A
allocation used for CIP, including the need to create a corresponding regional credit to avoid counting
expenses twice.

The resulting regional costs, subregional costs, and regional credit are then split by annual flows (as per
contracts) between wholesale and retail customers. For 2019, 52 percent of regional costs went to
wholesale and 48 percent to retail. The 2019 split of all subregional costs was 14 percent to wholesale
and 86 percent to retail. The portion of the regional credit that retail receives is the amount it would pay
under the contracts as a wholesale customer, so it is 48 percent.

Table Al-1 presents Seattle’s share of combined O&M, depreciation, and return on asset expense in the
2019 test year.

Table A1-1
Seattle’s Share of Water System Utility-based Expense (2019)
System Expense Retail Share
Regional Expense 87,748,518 48.3% 42,351,959
Regional Credit (14,306,789) 48.3% (6,905,194)
Sub-regional Expense 3,899,719 85.9% 3,349,335
Retail Expense 120,303,131 100.0% 120,303,131
Total 197,644,578 159,099,231

Al1.3. Step Two: Allocation of Retail Expense to Allocation Categories

In Step Two, the retail share of each O&M activity and water asset (for depreciation and return on plant
allocation) during the test year is assigned to one of seven allocation categories. This is an intermediate
step which groups assets and services to then be allocated using customer characteristics (described in
section Al1.4). Table A1-2 presents the distribution of actual 2019 retail expense between the various
allocation categories.
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Table A1-2
2019 Retail Water Expense by Allocation Category
Total
Allocation Categories o&M Depreciation Return on Plant Retail Expense
Commodity 27,550,658 13,003,490 18,070,447 58,624,595
Accounts 9,669,608 8,761,919 7,024,165 25,455,692
Public Fire 1,717,601 125,729 202,225 2,045,555
Reservoirs 1,436,660 2,328,583 3,899,114 7,664,357
Mains 3,570,688 1,571,684 3,730,524 8,872,896
Asset Composite 18,111,364 - - 18,111,364
Overall Composite 25,796,664 5,923,666 6,604,443 38,324,772
Total 87,853,242 31,715,071 39,530,918 159,099,231

Al1.4. Step Three: Allocation of Expense by Allocation Category to Cost Component Categories

In Step Three, each allocation category from Step Two is distributed between the cost component
categories. Some of these are fairly straightforward (e.g., commodity is allocated by annual flow) and
some are a little more complicated. The details of each assignment follow in Table A1-3.

Table A1-3
Allocation Factors for Assignment of Retail Expense
To Cost Component Categories

Equivalent Direct/
Allocation Categories Annual Flow Meters Engineering Basis
Commodity 100.0%
Accounts 100.0%
Public Fire 100.0%
Reservoirs 99.7% 0.3%
Mains 58.3% 41.7%
Asset Composite 68.9% 26.6% 4.5%
Overall Composite 69.5% 25.1% 5.5%

Commodity. This category is primarily made up of the regional and subregional costs identified in Step
One. These costs are assigned to the commodity category because annual flow is what determines the
split of costs between wholesale and retail customers.

Accounts. This category contains costs such as service replacements and meter testing and repair, which
vary by meter size. It also includes customer related expenses which do not vary significantly with water
usage or meter size, such as the Water Fund’s share of the CCB billing system, communication
equipment (Interactive Voice Response) and other IT investments. Costs are allocated using a factor
called “equivalent meters” that assigns a higher weight to larger meters. Additional details on equivalent
meters are in Section Al1.5.

Public Fire. These categories include expenses which are directly attributable to public fire service, such
as hydrant repair and flow testing.

Reservoirs. Reservoirs provide a source of water during fires as well as water for domestic purposes.
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Their cost is allocated to these uses based on an engineering analysis of the proportion of capacity
devoted to each use. Further information on this allocator is in Section Al.6.

Mains. Watermains are sized to meet fire flow requirements and domestic demands for water. The cost
for this allocation category is split between public fire and annual flow categories based on the
proportional share of total installed main cost attributed to fire uses and to domestic uses. Section A1.7
contains a detailed description of this calculation.

Asset Composite. This category includes items that support the Water Fund'’s asset base, such as
Maximo and the stage gate process. The allocation among customer characteristics is the average
allocation of all previously assigned asset costs.

Overall Composite. This category includes costs that support the overall Water Fund, such as Finance
and the General Manager/CEQ’s Office. The allocation among customer characteristics is the average
allocation of all costs.

The application of the allocation factors identified in Table A1-2 to the test year (2019) expense by
allocation category in Table A1-3 gives us the distribution of actual test year costs between cost
component categories, as presented in Table A1-4 below.

Table A1-4
Retail Component Cost Allocation
2019 Cost of Service (O&M + Depreciation + Rate-of-Return)

Total Retail Equivalent Direct/

Allocation Categories Expense Annual Flow Meters Engineering Basis
Commodity 58,624,595 58,624,595

Accounts 25,455,692 25,455,692

Public Fire 2,045,555 2,045,555
Reservoirs 7,664,357 7,641,364 22,993
Mains 8,872,896 5,175,770 3,697,127
Asset Composite 18,111,364 12,476,787 4,811,081 823,496
Overall Composite 38,324,772 26,629,454 9,604,408 2,090,910
Total 159,099,231 110,547,969 39,871,181 8,680,081

These costs are then divided among customer classes based on the characteristics of each customer
class. This step is discussed in detail in Sections 4.1 and 4.2.

A1.5. Calculation of Equivalent Meters Allocator

Section 4.3 in Chapter 4 discusses the use of the equivalent meters allocator to assign certain customer-
service related expense between customer classes.

For customer related expenses, a hybrid allocator was used to reflect that some costs vary with meter
size (e.g., meter repair), and some do not (e.g., customer billing). The first step was to calculate the
percentage of meters by customer class, with private fire discounted 50% to reflect that these meters
are typically secondary meters on a domestic account.
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Table A1-5

Step 1 of Equivalent Meters Calculation - Meters by Customer Class

0.75 1 1.5 2 3 4 6 8 10 12 16 20 24 Total Percentage
Residential 150,313 17,822 1,413 515 1 1 1 1 - - - - - 170,067 87%
General Service 6,648 5,080 3,765 4,925 477 1,079 400 133 34 9 - 2 - 22,552 12%
Private Fire @50% 466 1 4 301 11 753 618 329 12 3 - - - 2,497 1%
Total 157,427 22,903 5,182 5,741 489 1,833 1,019 463 46 12 - 2 - 195,116 100%

Step two is to calculate the percentage of meters per customer class after weighting the meter counts
using standard American Water Works Association (AWWA) meter progression ratios by meter size.
Similar to step one, the private fire ratios were discounted 75% to reflect that these meters are typically

secondary meters on a domestic account and typically use very little water.

Table A1-6
Step 2 of Equivalent Meters Calculation — Weighted Meter Counts by Customer Class
0.75 1 1.5 2 3 4 6 8 10 12 16 20 24 Total
Residential Count 150,313 17,822 1,413 515 1 1 1 1 - - - - -
Weighting Factor 1.0 1.7 33 53 10.0 16.7 333 53.3 76.7 143.3 250.0 325.0 420.0
Residential Weighted Count| 150,313 30,297 4,663 2,730 10 17 33 53 - - - - 188,116
0.75 1 1.5 2 3 4 6 8 10 12 16 20 24 Total
General Service Count 6,648 5,080 3,765 4,925 477 1,079 400 133 34 9 - 2 -
Weighting Factor 1.0 1.7 33 53 10.0 16.7 333 53.3 76.7 143.3 250.0 325.0 420.0
Gen Svc Weighted Count 6,648 8,636 12,425 26,103 4,770 18,019 13,320 7,089 2,608 1,290 - 650 101,557
0.75 1 1.5 2 3 4 6 8 10 12 16 20 24 Total
Private Fire Count 932 2 8 602 21 1,506 1,236 658 24 5 - - -
Weighting Factor @25% 0.3 0.4 0.8 13 25 4.2 83 13.3 19.2 35.8 62.5 813 105.0
Private Fire Weighted Count| 233 1 7 798 53 6,288 10,290 8,768 460 179 - - 27,075
Table A1-7
Step 2 of Equivalent Meters Calculation — Weighted Meter Percentages
Total Percentage
Residential Weighted Count 188,116 59.4%
Gen Svc Weighted Count 101,557 32.1%
Private Fire Weighted Count 27,075 8.5%
Total 316,748 100%

The last step is to average the results of step one and step two. The hybrid allocator produced is used to

allocate customer related expenses between customer classes.

Table A1-8
Equivalent Meters Allocation Percentage Basis
Allocation on Allocation on Hybrid
Meter Count Basis Weighted Basis Allocation
Residential 87.7% 59.4% 73.6%
General Service 11.6% 32.1% 21.8%
Private Fire 0.6% 8.5% 4.6%
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Al1.6. Allocation of Reservoirs to Public Fire

The allocation of reservoirs to public fire was updated for the previous rate study since the reservoir
covering projects are nearly complete. (Note that for the rate study, “reservoirs” includes reservoirs,
tanks, and standpipes.) From an allocation perspective, there are two types of reservoirs:
regional/subregional reservoirs whose costs are shared with wholesale customers and those that are
retail only. As discussed in Section 4, the retail portions of regional and subregional assets are
considered commodity assets since the wholesale/retail split is determined by consumption. In other
words, if a particular retail customer class uses more water, they will cause a higher portion of costs to
be allocated to retail customers. Therefore, costs are caused by commodity regardless of the nature of
the underlying asset.

For retail only reservoirs, detailed reservoir sizing is used to develop an overall allocation between public
fire and commodity. For most reservoirs there is no dedicated fire storage, since water is available to the
reservoir under gravity flow. It is only reservoirs that rely on pumped water for refill that have a
dedicated amount of storage for public fire. That amount of dedicated storage is determined as 8,000
gpm for 15 minutes (equal to 0.12 MG), which is the response time needed to restore water flow to
each of the non-gravity supplied reservoirs by remote start of a diesel pump or by activating a turbine
driven pump. Table A1-9 is based on reservoir data from SPU’s 2013 Water System Plan.

Table A1-9
Reservoir Capacities
Storage

Millions of Gallons (MG) Capacity Required
Retail Reservoirs

Bitter Lake 21.30 N/A

Beacon 50.00 N/A

Lincoln 12.70 N/A

Magnolia 5.50 0.12

Myrtle 5.00 0.12

View Ridge 2.50 N/A

Roosevelt 50.30 N/A

Volunteer 20.50 N/A
Retail Tanks

Charlestown 1.30 0.12

Queen Anne 1.90 0.12

North Trenton 1.20 N/A

South Trenton 1.20 N/A

Volunteer Park 0.90 0.12

Magnolia Bluff 1.00 N/A
Total 175.30 0.60
Percentage allocated to Public Fire 0.3%
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Al.7. Calculation of Watermains Allocator

Watermains are sized to meet fire flow requirements and domestic demands for water. In sizing the
watermain, the pipe must have sufficient capacity to meet two separate criteria: (i) peak hour domestic
demand and (ii) peak day domestic demand + fire flow requirements. For medium and small-size pipes
(8 inch diameter or less) the second criteria will be the binding constraint. For larger size pipe (i.e., pipes
that are serving very large areas or areas with very dense developments), the first criteria (peak hour
demand) will be the binding constraint.

The most common size pipe in Seattle’s system is, by far, an 8 inch diameter pipe. In areas served by 8
inch mains, domestic peak hour flows, i.e., the first criteria, can typically be met with 4 inch mains. The
oversizing from 4 inch to 8 inch is needed to meet the second criteria. Taking into account that hydraulic
capacity grows exponentially with the diameter of the pipe, this means about 25 percent of the 8 inch
pipe is serving domestic flows and 75 percent is providing fire protection. Pipes smaller than 8 inch were
installed on the system when the fire flow requirements were lower than they are today. For this
allocation exercise, the cost of 4 inch mains were assigned to domestic service and the cost of 6 inch
mains were assigned to public fire protection. For pipes larger than 8 inch, the share of capacity needed
for fire flows shrinks until we reach pipes with diameters of 30 inches or more. The graph below shows
the relationship between pipe size and fire flow requirements expressed in diameters.

Figure A1-2
Actual Pipe Diameters Versus Diameter Required for Domestic Use
35
30
” ® Pipe Diameter
£ 25 . - —
S O Diameter for domestic use
E 20 —
g 15 —
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8 10 —
&)
: =k r B
4" 6" 8" 12" 20" 24" 30"
Pipe Diameter 4 6 8 12 20 24 30
Diameter for domestic use 4 4 4 8 18 23 30
Capacity for domestic use 100% 44% 25% 44% 81% 92% 100%

The cost of watermains is split between fire protection and domestic uses based on each group’s
proportionate share of total watermain asset value. The calculation of this asset value takes into
account the shares of hydraulic capacity discussed above. The steps to determining the appropriate
allocation for watermain assets are as follows:

1. Estimate net book value by pipe size for all the mains in the system. SPU financial systems track
net book value for total water mains, but not by pipe size. For the purposes of this allocation,
net book value by pipe size is estimated by applying estimated accumulated depreciation to
estimated replacement cost by pipe size. An adjustment factor is then applied in order to adjust
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each pipe size so that the total estimated net book value equals actual total watermains net
book value as of 12/31/19. Estimated replacement cost by pipe size is determined as follows:

Estimated Replacement Cost = (SCost/ LFd) x (LF4)

Where SCost/ LF4 = the replacement cost per lineal feet of a pipe of diameter ‘d,” and
LF4=the number of lineal feet in the system of pipe of diameter ‘d’ as of 2019.

Using cost indices by year installed, the replacement cost net book value is converted to an
estimated original net book value by year installed.

2. Determine cost associated with fire protection service.

Fire Protection Net Book Value =

2. (Hydraulic Capacity for Fired) + (Hydraulic Capacity of Piped ) x (Net Book Value by Pipe
Length)

3. Determine the proportion of the watermain net book value devoted to fire protection.

Proportion of costs for fire protection =
(Fire Protection Net Book Value) = (Total Net Book Value)

The percentage share determined in Step Three is then used to assign watermain costs to fire
protection. Using the above methodology, the cost share assigned to fire protection for this rate period
is 42 percent.
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APPENDIX B: INFORMATIONAL TABLES

B1.1. Residential Rate History

Effective Date:  1/1/11 1/1/12 1/1/13 1/1/14 1/1/i6 1/1/17 1/1/18 1/1/19 1/1/20

Residential - Inside Seattle
Commodity Rate (per ccf)

Off-Peak $3.62 $4.04 $4.50 $4.99 $5.06 $5.15 $5.20 $5.27 $5.40
Peak 1st Block $3.98 $4.34 $4.73 $5.13 $5.20 $5.29 $5.33 $5.41 $5.55
Peak 2nd Block $4.63 $5.15 $5.72 $6.34 $6.43 $6.54 $6.59 $6.69 $6.86
Peak 3rd Block $11.80 $11.80 $11.80 $11.80 $11.80 $11.80 $11.80 $11.80 $11.80

Meter Charge (Ss/mtr/mo)

3/4 inch $13.00 $1325 $13.50 $13.75  $14.15 $15.15 $16.10 $17.15  $18.45
1inch $13.40 $1365 $13.90 $1420 $1460 $1560 $16.60 $17.70  $19.00
11/2 inch $20.70  $21.05 $21.45 $21.85  $2250 $24.10 $25.60 $27.25  $29.35
2 inch $22.90 $2335  $23.75  $2420 $2490  $26.65  $2835  $30.20 $32.50
3inch $84.70 $86.35 $88.00 $89.65 $92.25 $98.80 $104.95 $111.80 $120.30
4 inch $121.40 $123.75 $126.10 $128.45 $132.15 $141.50 $150.40 $160.20 $172.35

Utility Credit

Fixed Credit (per month) $17.02 $16.97 $18.19  $19.46  $19.84  $2056  $21.15 $12.86  $22.85

Commodity Rate (per ccf)

Off-Peak $1.81 $2.02 $2.25 $2.50 $2.53 $2.58 $2.60 $2.64 $2.70
Peak 1st Block $1.99 $2.17 $2.37 $2.57 $2.60 $2.65 $2.67 $2.71 $2.78
Peak 2nd Block $2.32 $2.58 $2.86 $3.17 $3.22 $3.27 $3.30 $3.35 $3.43
Peak 3rd Block $5.90 $5.90 $5.90 $5.90 $5.90 $5.90 $5.90 $5.90 $5.90
Meter Charges (Discount) 50% 50% 50% 50% 50% 50% 50% 50% 50%
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Effective Date:  1/1/11 1/1/12 1/1/13 1/1/14 1/1/i6 1/1/17 1/1/18 1/1/19 1/1/20

Residential - Outside Seattle
Commodity Rate (per ccf)

Off-Peak $4.13 $4.61 $5.13 $5.69 $5.77 $5.87 $5.93 $6.01 $6.16
Peak 1st Block $4.54 $4.95 $5.39 $5.85 $5.93 $6.03 $6.08 $6.17 $6.33
Peak 2nd Block $5.28 $5.87 $6.52 $7.23 $7.33 $7.46 $7.51 $7.63 $7.82
Peak 3rd Block $13.45  $13.45  $13.45  $13.45  $13.45  $13.45  $13.45  $1345  $13.45

Meter Charge (Ss/mtr/mo)

3/4 inch $14.80 $15.10 $15.40 $15.70 $16.15 $17.25 $18.35 $19.55 $21.05
linch $15.30 $15.55 $15.85 $16.20 $16.65 $17.80 $18.90 $20.20 $21.65
11/2 inch $23.60 $24.00 $24.45 $24.90 $25.65 $27.45 $29.20 $31.05 $33.45
2 inch $26.10 $26.60 $27.10 $27.60 $28.40 $30.40 $32.30 $34.45 $37.05
3inch $96.60 $98.45 S$100.30 S$102.20 $105.15 $112.65 $119.65 $127.45 S$137.15
4 inch $138.40 $141.10 $143.75 $146.45 S$150.65 S$161.30 $171.45 $182.65 $196.50

Utility Credit

Fixed Credit (per month) $17.02 $16.97 $18.19 $19.46 $19.84 $20.56 $21.15 $12.86 $22.85

Commodity Rate (per ccf)

Off-Peak $2.07 $2.31 $2.57 $2.85 $2.89 $2.94 $2.97 $3.01 $3.08
Peak 1st Block $2.27 $2.48 $2.70 $2.93 $2.97 $3.02 $3.04 $3.09 $3.17
Peak 2nd Block $2.64 $2.94 $3.26 $3.62 $3.67 $3.73 $3.76 $3.82 $3.91
Peak 3rd Block $6.73 $6.73 $6.73 $6.73 $6.73 $6.73 $6.73 $6.73 $6.73
Meter Charges (Discount) 50% 50% 50% 50% 50% 50% 50% 50% 50%
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Effective Date:  1/1/11 1/1/12 1/1/13 1/1/14 1/1/i6 1/1/17 1/1/18 1/1/19 1/1/20

Residential - Shoreline, Lake Forest Park
Commodity Rate (per ccf)

Off-Peak $4.39 $4.90 $5.46 $6.05 $6.14 $6.25 $6.31 $6.39 $6.55
Peak 1st Block $4.83 $5.26 $5.74 $6.22 $6.31 $6.42 $6.46 $6.56 $6.73
Peak 2nd Block $5.62 $6.25 $6.94 $7.69 $7.80 $7.93 $7.99 $8.11 $8.32
Peak 3rd Block $1431  $1431 $1431  $1431  $1431  $1431  $1431  $1431  $14.31
Franchise Charge N/A N/A N/A N/A N/A N/A N/A N/A N/A

Meter Charge (Ss/mtr/mo)

3/4 inch $15.80 $16.05 $16.35 $16.70  $17.15 $1835  $19.55  $20.80  $22.40
1inch $16.30  $16.55  $16.85 $17.20 $17.70 $1890  $20.15  $21.45  $23.05
11/2 inch $25.10 $25.55 $26.00 $2650 $27.30 $29.25 $31.05 $33.05 $35.60
2 inch $27.80 $2830 $28.80  $29.35  $30.20 $32.30  $34.40  $36.65  $39.40
3 inch $102.70 $104.70 $106.70 $108.70 $111.90 $119.80 $127.30 $135.60 $145.90
4 inch $147.20 $150.10 $152.95 $155.80 $160.25 $171.60 $182.40 $194.30 $209.00
Utility Credit
Fixed Credit (per month) $17.02 $16.97 $18.19 $19.46  $19.84 $2056  $21.15 $21.86  $22.85
Commodity Rate (per ccf)
Off-Peak $2.20 $2.45 $2.73 $3.03 $3.07 $3.13 $3.16 $3.20 $3.28
Peak 1st Block $2.42 $2.63 $2.87 $3.11 $3.16 $3.21 $3.23 $3.28 $3.37
Peak 2nd Block $2.81 $3.13 $3.47 $3.85 $3.90 $3.97 $4.00 $4.06 $4.16
Peak 3rd Block $7.16 $7.16 $7.16 $7.16 $7.16 $7.16 $7.16 $7.16 $7.16
Meter Charges (Discount) 50% 50% 50% 50% 50% 50% 50% 50% 50%

Master Metered Residential Development
Commodity Rate (per ccf)

Off-Peak $4.39 $4.90 $5.46 $6.05 $6.14 $6.25 $6.31 $6.39 $6.55
Peak 1st Block $4.83 $5.26 $5.74 $6.22 $6.31 $6.42 $6.46 $6.56 $6.73
Peak 2nd Block $5.62 $6.25 $6.94 $7.69 $7.80 $7.93 $7.99 $8.11 $8.32
Peak 3rd Block $1431  $1431 $1431  $1431  $1431  $1431  $1431  $1431  $14.31

Meter Charges (See above)

- 48 - Appendix B: Informational Tables

510



Summary Ex A —2022-23 Retail Water Rate Study

V1

B1.2. General Service Rate History

General Service - Inside Seattle
Commodity Rate (per ccf)
Off-Peak
Peak

Meter Charge (Ss/mtr/mo)

3/4 inch
linch
11/2inch
2 inch
3inch
4 inch
6inch
8inch
10 inch
12 inch
16 inch
20 inch
24 inch

Effective Date:

1/1/11

$3.62
$4.63

$13.00
$13.40
$20.70
$22.90
$84.70
$121.40
$149.40
$199.00
$297.00
$402.00
$477.00
$614.00
$771.00

Utility Credit - Inside & Outside (Fixed Credit per month)
Commercial (Multifamily)

$9.32

1/1/12

S4.04
$5.15

$13.25
$13.65
$21.05
$23.35
$86.35
$123.75
$152.30
$199.00
$297.00
$402.00
$477.00
$614.00
$771.00

$10.14

1/1/13

$4.50
$5.72

$13.50
$13.90
$21.45
$23.75
$88.00
$126.10
$155.15
$199.00
$297.00
$402.00
$477.00
$614.00
$771.00

$11.22

1/1/14

$4.99
$6.34

$13.75
$14.20
$21.85
$24.20
$89.65
$128.45
$158.05
$199.00
$297.00
$402.00
$477.00
$614.00
$771.00

$12.38
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1/1/16

$5.06
$6.43

$14.15
$14.60
$22.50
$24.90
$92.25
$132.15
$162.65
$199.00
$297.00
$402.00
$477.00
$614.00
$771.00

$12.38

1/1/17

$5.15
$6.54

$15.15
$15.60
$24.10
$26.65
$98.80
$141.50
$174.10
$205.00
$297.00
$402.00
$477.00
$614.00
$771.00

$12.38

1/1/18

$5.20
$6.59

$16.10
$16.60
$25.60
$28.35
$104.95
$150.40
$185.05
$218.00
$297.00
$402.00
$477.00
$614.00
$771.00

$12.38

1/1/19

$5.27
$6.69

$17.15
$17.70
$27.25
$30.20
$111.80
$160.20
$197.10
$232.00
$297.00
$402.00
$477.00
$614.00
$771.00

$12.38

1/1/20

$5.40
$6.86

$18.45
$19.00
$29.35
$32.50
$120.30
$172.35
$212.00
$250.00
$305.00
$412.00
$477.00
$614.00
$771.00

$12.50
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Summary Ex A —2022-23 Retail Water Rate Study

Vi

Effective Date:

General Service - Outside Seattle
Commodity Rate (per ccf)
Off-Peak
Peak

Meter Charge (Ss/mtr/mo)
3/4 inch
1linch
11/2 inch
2 inch
3inch
4 inch
6 inch
8inch
10 inch
12 inch
16 inch
20 inch
24 inch

1/1/11

$4.13
$5.28

$14.80
$15.30
$23.60
$26.10
$96.60
$138.40
$170.00
$227.00
$339.00
$458.00
$544.00
$700.00
$879.00

Utility Credit - Inside & Outside (Fixed Credit per month)

Commercial (Multifamily)

$9.32

1/1/12

$4.61
$5.87

$15.10
$15.55
$24.00
$26.60
$98.45
$141.10
$173.60
$227.00
$339.00
$458.00
$544.00
$700.00
$879.00

$10.14

1/1/13

$5.13
$6.52

$15.40
$15.85
$24.45
$27.10
$100.30
$143.75
$176.85
$227.00
$339.00
$458.00
$544.00
$700.00
$879.00

$11.22

1/1/14

$5.69
$7.23

$15.70
$16.20
$24.90
$27.60
$102.20
$146.45
$180.20
$227.00
$339.00
$458.00
$544.00
$700.00
$879.00

$12.38
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1/1/16

$5.77
$7.33

$16.15
$16.65
$25.65
$28.40
$105.15
$150.65
$185.40
$227.00
$339.00
$458.00
$544.00
$700.00
$879.00

$12.38

1/1/17

$5.87
$7.46

$17.25
$17.80
$27.45
$30.40
$112.65
$161.30
$198.45
$234.00
$339.00
$458.00
$544.00
$700.00
$879.00

$12.38

1/1/18

$5.93
$7.51

$18.35
$18.90
$29.20
$32.30
$119.65
$171.45
$210.95
$249.00
$339.00
$458.00
$544.00
$700.00
$879.00

$12.38

1/1/19

$6.01
$7.63

$19.55
$20.20
$31.05
$34.45
$127.45
$182.65
$224.70
$264.00
$339.00
$458.00
$544.00
$700.00
$879.00

$12.38

1/1/20

$6.16
$7.82

$21.05
$21.65
$33.45
$37.05
$137.15
$196.50
$242.00
$285.00
$348.00
$470.00
$544.00
$700.00
$879.00

$12.50
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Summary Ex A —2022-23 Retail Water Rate Study

Effective Date:

1/1/11

General Service - Shoreline, City of Lake Forest Park

Commodity Rate (per ccf)

Off-Peak
Peak

Franchise Charge

Meter Charge (Ss/mtr/mo)

3/4 inch
linch
11/2inch
2 inch
3inch

4 inch

6 inch
8inch
10 inch
12 inch
16 inch
20 inch
24 inch

$4.39
$5.62

N/A

$15.80
$16.30
$25.10
$27.80
$102.70
$147.20
$181.00
$241.00
$360.00
$488.00
$579.00
$745.00
$935.00

Utility Credit - Inside & Outside (Fixed Credit per month)

Commercial (Multifamily)

$9.32

1/1/12

$4.90
$6.25

N/A

$16.05
$16.55
$25.55
$28.30
$104.70
$150.10
$184.70
$241.00
$360.00
$488.00
$579.00
$745.00
$935.00

$10.14

1/1/13

$5.46
$6.94

N/A

$16.35
$16.85
$26.00
$28.80
$106.70
$152.95
$188.15
$241.00
$360.00
$488.00
$579.00
$745.00
$935.00

$11.22

1/1/14

$6.05
$7.69

N/A

$16.70
$17.20
$26.50
$29.35
$108.70
$155.80
$191.70
$241.00
$360.00
$488.00
$579.00
$745.00
$935.00

$12.38
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1/1/16

$6.14
$7.80

N/A

$17.15
$17.70
$27.30
$30.20
$111.90
$160.25
$197.25
$241.00
$360.00
$488.00
$579.00
$745.00
$935.00

$12.38

1/1/17

$6.25
$7.93

N/A

$18.35
$18.90
$29.25
$32.30
$119.80
$171.60
$211.15
$249.00
$360.00
$488.00
$579.00
$745.00
$935.00

$12.38

1/1/18

$6.31
$7.99

N/A

$19.55
$20.15
$31.05
$34.40
$127.30
$182.40
$224.40
$264.00
$360.00
$488.00
$579.00
$745.00
$935.00

$12.38

1/1/19

$6.39
$8.11

N/A

$20.80
$21.45
$33.05
$36.65
$135.60
$194.30
$239.05
$281.00
$360.00
$488.00
$579.00
$745.00
$935.00

$12.38

1/1/20

$6.55
$8.32

N/A

$22.40
$23.05
$35.60
$39.40
$145.90
$209.00
$257.00
$303.00
$370.00
$500.00
$579.00
$745.00
$935.00

$12.50
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V1

B1.3. Wholesale Rate History

Full and Partial Contracts

Commodity Rate (per ccf)
Off-Peak
Peak
Growth Charge

Demand Charge

Effective Date: 1/1/09

$1.14
$1.77
$0.60

$22.00

(/1000 gals of deficient storage)

One Time New Service Fee ($s/mtr)

3/4 inch
linch
1inch and smaller
11/2inch
2 inch
3inch

4 inch
6inch
8inch
10inch
12 inch
16 inch
20 inch
24 inch

$713
$1,426

$3,565
$5,704
$15,686
$22,103
$47,058
$79,856
$120,497
$169,694
$169,694
$169,694
$169,694

1/1/10

$1.15
$1.77
$0.60

$22.00

$713
$1,426

$3,565
$5,704
$15,686
$22,103
$47,058
$79,856
$120,497
$169,694
$169,694
$169,694
$169,694

1/1/11 1/1/12

$1.16
$1.79
$0.60

$1.52
$2.26
$0.00

$22.00 $22.00

$783
$1,566

$783
$1,566

$3,915
$6,264
$17,226
$24,273
$51,678
$87,696
$132,327
$186,354
$186,354
$186,354
$186,354

$3,915
$6,264
$17,226
$24,273
$51,678
$87,696
$132,327
$186,354
$186,354
$186,354
$186,354

1/1/13 1/1/i14 1/1/15 1/1/16 1/1/17 1/1/18
$1.53 $1.53 $1.42 $1.42 $1.42 $1.50
$2.26 $2.27 $2.10 $2.10 $2.10 $2.22
$0.00 $0.00 $0.00 $0.00 $0.00 $0.00

$22.00 $22.00 $22.00 $22.00 $22.00 $22.00
$877 $936 $936 $936 $936 $936

$3,915 $4,180 $4,180 $4,180 $4,180 $4,180
$6,264 $6,688 $6,688 $6,688 $6,688 $6,688
$17,226  $18,392 $18,392 $18,392 $18,392 $18,392
$24,273 $25916 $25916 $25,916 $25,916 $25,916
$51,678 $55,176 $55,176 $55,176 $55,176 $55,176
$87,696 $93,632 $93,632 $93,632 $93,632 $93,632

$132,327 $141,284 $141,284 $141,284 $141,284 $141,284
$186,354 $198,968 $198,968 $198,968 $198,968 $198,968
$186,354 $198,968 $198,968 $198,968 $198,968 $198,968
$186,354 $198,968 $198,968 $198,968 $198,968 $198,968
$186,354 $198,968 $198,968 $198,968 $198,968 $198,968
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1/1/19  1/1/20
$1.58 $1.67
$2.36 $2.50
$0.00 $0.00

$22.00  $22.00

$1,081  $1,081
$4,825  $4,825
$7,720  $7,720
$21,230 $21,230
$29,915 $29,915

$63,690 $63,690
$108,080 $108,080
$163,085 $163,085
$229,670 $229,670
$229,670 $229,670
$229,670 $229,670
$229,670 $229,670
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V1

B1.4. Private Fire Rate History

Effective Date:

Volume (Penalty) Rate per ccf
Inside
Outside
Shoreline, Lake Forest Park

Meter Charge ($s/mtr/mo)

Inside Seattle
2 inch

3inch

4 inch

6 inch

8 inch
10inch

12 inch

Outside Seattle
2 inch

3inch

4 inch

6 inch

8 inch

10inch

12 inch

Shoreline, Lake Forest Park
2 inch

3inch

4 inch

6 inch

8 inch

10inch

12 inch

1/1/11

$20.00
$22.80
$24.30

$15.40
$20.00
$37.00
$63.00
$100.00
$144.00
$210.00

$18.00
$23.00
$42.00
$72.00
$114.00
$164.00
$239.00

$19.00
$24.00
$45.00
$76.00
$121.00
$175.00
$255.00

1/1/12

$20.00
$22.80
$24.30

$15.40
$20.00
$37.00
$63.00
$100.00
$144.00
$210.00

$18.00
$23.00
$42.00
$72.00
$114.00
$164.00
$239.00

$19.00
$24.00
$45.00
$76.00
$121.00
$175.00
$255.00

1/1/13

$20.00
$22.80
$24.30

$15.40
$20.00
$37.00
$63.00
$100.00
$144.00
$210.00

$18.00
$23.00
$42.00
$72.00
$114.00
$164.00
$239.00

$19.00
$24.00
$45.00
$76.00
$121.00
$175.00
$255.00

1/1/14

$20.00
$22.80
$24.30

$15.40
$20.00
$37.00
$63.00
$100.00
$144.00
$210.00

$18.00
$23.00
$42.00
$72.00
$114.00
$164.00
$239.00

$19.00
$24.00
$45.00
$76.00
$121.00
$175.00
$255.00

1/1/16

$20.00
$22.80
$24.30

$16.00
$21.00
$38.00
$65.00
$104.00
$150.00
$218.00

$18.00
$24.00
$43.00
$74.00
$119.00
$171.00
$249.00

$19.00
$25.00
$46.00
$79.00
$126.00
$182.00
$264.00
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1/1/17

$20.00
$22.80
$24.30

$16.25
$21.00
$39.00
$66.00
$105.00
$152.00
$222.00

$19.00
$24.00
$44.00
$75.00
$120.00
$173.00
$253.00

$20.00
$25.00
$47.00
$80.00
$127.00
$184.00
$269.00

1/1/18

$20.00
$22.80
$24.30

$16.25
$21.00
$39.00
$66.00
$105.00
$152.00
$222.00

$19.00
$24.00
$44.00
$75.00
$120.00
$173.00
$253.00

$20.00
$25.00
$47.00
$80.00
$127.00
$184.00
$269.00

1/1/19

$20.00
$22.80
$24.30

$17.25
$22.00
$41.00
$71.00
$112.00
$161.00
$235.00

$20.00
$25.00
$47.00
$81.00
$128.00
$184.00
$268.00

$21.00
$27.00
$50.00
$86.00
$136.00
$195.00
$285.00

1/1/20

$20.00
$22.80
$24.30

$17.75
$23.00
$43.00
$73.00
$115.00
$166.00
$242.00

$20.00
$26.00
$49.00
$83.00
$131.00
$189.00
$276.00

$22.00
$28.00
$52.00
$89.00
$139.00
$201.00
$293.00
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Summary Ex A —2022-23 Retail Water Rate Study
V1

B1.5. Public Fire Rate History

Effective Date: 1/1/11 i/1/12  1/1/13 1/1/14 1/1/16 1/1/17 1/1/18 1/1/19 1/1/20

Hydrants on 4 inch Mains $194.80 $198.03 $213.17 S$230.48 $197.67 $202.43 S304.52 $310.68 $321.20
Hydrants on 6 inch and larger mains $389.48 $41256 $444.11 $480.16 $479.96 $491.53 $548.49 $559.59 $578.53
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Summary Ex A —2022-23 Retail Water Rate Study
V1

B1.6. Average System Rate Increase History

Effective Date Rate Increase
May 16, 2001 5.9%
July 16, 2001 3rd Tier Adopted
January 1, 2002 5.6%
September 16, 2002 14.5%
January 1, 2004 10.6%
January 1, 2005 0.2%
June 1, 2006 0.8%
January 1, 2007 4.6%
January 1, 2008 5.9%
January 1, 2009 11.7%
March 31, 2009* 6.9%
January 1, 2010 9.3%
January 1,2011%** 0.6%
January 1, 2012 9.9%
January 1, 2013 9.7%
January 1, 2014 3.4%
January 1, 2015 -1.9%
January 1, 2016 2.5%
January 1, 2017 2.4%
January 1, 2018 0.7%
January 1, 2019 5.1%
January 1, 2020 2.3%

* Temporary surcharge to cover costs related
to Lane v. City of Seattle, 2008
** Expiration of surcharge
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Summary Ex A —2022-23 Retail Water Rate Study

V1
B1.7. Historical Financial Performance
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
Target 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Net Income ($1,000's) positive 1,797 20,666 28,191 31,505 38,149 43,327 51,195 82,036 49,482 55,913
Debt Service Coverage 1.7x 1.48 1.70 1.86 1.93 1.87 1.78 1.94 2.27 2.07 2.03
Cash Financing of the Capital Program 20%* 28.5% 59.4% 60.9% 65.8% 62.8% 57.8% 55.9% 50.9% 47.2% 53.0%
from Rate Revenues 24.7% 53.3% 46.7% 57.7% 52.3% 43.9% 37.1% 35.5% 36.5% 45.7%
from Contributions in Aid of Construction 3.7% 6.0% 14.2% 8.1% 10.5% 14.0% 18.8% 15.4% 10.7% 7.2%
from Bonneville Power Administration Account 0.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Year-End Operating Cash ($1,000's) varies** 7,224 12,373 29,046 43,516 42,349 39,106 54,637 93,941 130,036 140,762
Revenue Stabilization Fund Deposit (Withdrawal) ($1,000) (1,553) 3,354 7,000 8,172 7,000 5,266 5,200 7,650 2,518 0

* Current revenues should be used to finance no less than 15% of the CIP in any one year, and not less than 20% in each rate proposal
** Year-End Operating Cash Target is 1/12th of the current year's operating expenses
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V1
B1.8. Actual Operations Expenditures
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Branch O&M * 78,032,153 82,257,166 89,696,040 92,028,663 98,517,597 101,080,197 117,562,578 112,343,955 113,409,070 112,728,101
Taxes 31,033,547 34,579,191 38,439,778 40,801,911 43,038,318 42,128,072 41,676,404 46,354,856 46,330,520 45,676,064
Debt Service
Interest 49,599,029 48,810,640 45,171,328 43,601,158 47,467,084 40,549,603 42,781,460 41,047,099 38,667,809 36,478,735
Principal 29,998,293 33,363,293 33,873,204 34,669,987 38,454,987 42,739,987 41,206,473 43,069,929 45,129,935 47,674,935

*Includes contracts associated with treatment plants
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Summary Ex A —2022-23 Retail Water Rate Study

V1

APPENDIX C: PROPOSED RATES

Effective January 1, 2022

(@ () © d (O] ® @ ) (0] @ (k) (0] (m) (n) 0 ()] @ (0] ©)
Direct Service
RATE SCHEDULES | Inside City Outside City City of Shoreline / City of Lake Forest Park Burien Mercer Island
| Residential MMRD* Gen Sw¢ Fire Service l Residential MMRD* Gen S\ Fire Service | Residential MMRD* Gen S Fire Service MMRD* wPUT | Residential MMRD* Gen Sv¢ Fire Service Gen S
Commodity Charge ($/100 Cubic Feet)
Offpeak Usage (Sept 16-May 15) $5.56 $5.56 $5.52 $6.34 $6.34 $6.29 $6.74 $6.74 $6.69 $6.31 $6.89 $6.89 $6.84 $6.64;
Peak Usage (May 16-Sept 15)
Up to 5 ccf** $5.71 $5.71 $7.01 $6.51 $6.51 $7.99 $6.92 $6.92 $8.50 $6.48 $7.08 $7.08 $8.69 $8.44/
Next 13 ccf** $7.06 $7.06 $7.01 $8.05 $8.05 $7.99 $8.56 $8.56 $8.50 $8.01 $8.75 $8.75 $8.69 $8.44/
Over 18 ccf** $11.80 $11.80 $7.01 $13.45 $13.45 $7.99 $14.31 $14.31 $8.50 $13.39 $14.62 $14.62 $8.69 $8.44/
Usage over base allowance $20.00: $22.80 $24.30 $24.80
Utility Credit ($/month) $23.52 $12.78 $23.52 $12.78 $23.52 $12.78 $23.52 $12.78 $12.78
Base Service Charge ($/month/meter)
3/4 inch and less $19.00 $18.85 $21.65 $21.50 $23.05 $22.85 $23.55 $23.35
1inch $19.60 $19.45 $22.35 $22.15 $23.75 $23.60 $24.30 $24.10
1-1/2 inch $30.20 $30.20 $29.95 $34.45 $34.45 $34.15 $36.65 $36.65 $36.30 $34.30 $37.40 $37.40 $37.10
2 inch $33.45 $33.45 $33.20 $17.75 $38.15 $38.15 $37.85 $20.00 $40.55 $40.55 $40.25 $22.00 $37.95 $41.45 $41.45 $41.15 $22.00
3inch $123.90  $12390  $122.90 $23.00( $141.25  $141.25  $140.10 $26.00( $150.25  $150.25  $149.05 $28.00 $140.60| $153.55  $15355  $152.30 $29.00
4inch $177.45 $177.45 $176.05 $43.00; $202.30 $202.30 $200.70 $49.00| $215.20 $215.20 $213.50 $52.00 $201.40 $219.90 $219.90 $218.15 $53.00]
6inch $218.00 $217.00 $73.00; $249.00 $247.00 $83.00 $264.00 $263.00 $89.00 $247.10 $270.00 $269.00 $90.00;
8inch $257.00 $255.00 $115.00 $293.00 $291.00 $131.00 $312.00 $309.00 $139.00 $292.00 $318.00 $316.00 $143.00 $307.00
10 inch $314.00  $312.00  $166.00! $358.00  $356.00  $189.00| $381.00  $378.00  $201.00 $357.00 $389.00  $387.00  $206.00! $376.00
12 inch $424.00  $421.00  $242.00 $483.00  $480.00  $276.00| $514.00  $511.00  $293.00 $481.00 $525.00  $522.00  $300.00!
16 inch $477.00  $477.00 $544.00  $544.00 $578.00  $578.00 $541.00 $591.00  $591.00
20 inch $614.00 $614.00 $700.00 $700.00 $745.00 $745.00 $697.00 $761.00 $761.00
24 inch $771.00 $771.00 $879.00 $879.00 $935.00 $935.00 $875.00 $955.00 $955.00

* Master Metered Residential Development

** per residence
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Summary Ex A —2022-23 Retail Water Rate Study
V1

Effective January 1, 2023
( )

@) () © (©) () ® ()] ) (0]
Direct Service

(k) (0] (m) (n) (©) (2] (@ (1) O]

RATE SCHEDULES

MMRD* Gen Swe Fire Service identi MMRD* Gen Swe Fire Service identi MMRD* Gen Swe Fire Service MMRD* w/PUT identi MMRD* Gen Swe Fire Service Gen Swe

Commodity Charge ($/100 Cubic Feet)

Peak Usage (May16-Sept1s) | L
Next 13 ccf** $7.32 $7.32 $7.27 $8.34 $8.34 $8.29 $8.88 $8.88 . . $9.26 $9.21

Base Service Charge ($/month/meter)

$20.20 $20.15 $23.05 $22.95 $24.50 $24.45 $25.60 $25.55 ]
$3450  $3450  $34.40  $17.75|  $39.35  $39.35  $3920  $20.00|  $41.85  $41.85  $41.70  $22.00 $30.15  $43.30  $4330  $4325  $2200 |
| 4inch | $18305 $18305 $18260  $43.00| $208.70  $208.70  $208.15  $49.00| $222.00  $222.00  $221.45  $52.00 $207.75 $227.80  $227.80  $231.25  $5300, |

$265.00  $264.00  $115.00 $302.00  $301.00  $131.00) $321.00  $320.00  $139.00 $300.00] $320.00  $332.00  $143.00 $318.00
$437.00  $436.00  $242.00 $498.00  $497.00  $276.00 $530.00  $529.00  $293.00 $496.00 $543.00  $54500  $30000[ |
$745.00  $745.00 $697.000 76200 $76600 [ |

* Master Metered Residential Development
** per residence
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http://seattle.legistar.com/LegislationDetail.aspx?ID=5034241&GUID=49DA36CF-C1CD-43B5-9245-C753427E4B68
http://seattle.legistar.com/LegislationDetail.aspx?ID=5034241&GUID=49DA36CF-C1CD-43B5-9245-C753427E4B68
http://seattle.legistar.com/LegislationDetail.aspx?ID=5034242&GUID=8AB447DF-52D6-43C0-806B-5D558AE31D8D
http://seattle.legistar.com/LegislationDetail.aspx?ID=5034243&GUID=D7D22BFF-6790-4F5E-AB69-91AEF51CDA5B
http://seattle.legistar.com/LegislationDetail.aspx?ID=3118049&GUID=BC67536A-98E7-4BBE-AB9E-3D9AD51A0CAF
http://seattle.legistar.com/LegislationDetail.aspx?ID=3118050&GUID=1C1F6F53-1781-4A83-A55E-F96385BF3715
http://seattle.legistar.com/LegislationDetail.aspx?ID=3586339&GUID=B4C306EB-154C-47AC-AD12-9968B35C083F
http://seattle.legistar.com/LegislationDetail.aspx?ID=3654157&GUID=07777C0F-3596-4FCF-91E2-0C7CC737025F
http://seattle.legistar.com/LegislationDetail.aspx?ID=3654158&GUID=8417157E-37E8-44B1-9463-37FEA8EA71FE
http://seattle.legistar.com/LegislationDetail.aspx?ID=4670718&GUID=1FD423F8-5F51-429B-945B-6F118C22BFD5
http://seattle.legistar.com/LegislationDetail.aspx?ID=4670718&GUID=1FD423F8-5F51-429B-945B-6F118C22BFD5
http://seattle.legistar.com/LegislationDetail.aspx?ID=4670717&GUID=135848B9-1C6A-447E-A401-49791CEDE143
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http://seattle.legistar.com/LegislationDetail.aspx?ID=4902139&GUID=162E5A7B-5CDC-41EB-BB0C-0AB6C7DCE3F8
http://seattle.legistar.com/View.ashx?M=F&ID=9624519&GUID=669A0572-4369-40B5-B33C-3228A694FCF3
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http://seattle.legistar.com/View.ashx?M=F&ID=9686155&GUID=47EC33A5-FAC9-4A6C-A15F-E9BEDB14BE83
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