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SUBJECT 
 An ordinance approving the Seattle Public Utilities 2007 Water System Plan Update as a comprehensive water system plan, with findings.
SUMMARY

Proposed Ordinance 2007-0317 would approve the Seattle Public Utilities 2007 Water System Plan.  Council approval of water utility comprehensive plans is required by county code as a prerequisite for operating in unincorporated King County, granting right of way construction permits, granting new or renewed franchises, and service boundary annexations.  

The Seattle Public Utilities 2007 Water System Plan is attached to Proposed Ordinance 2007-0317.  Fiscal and regulatory notes are also included in the Executive’s transmittal along with a checklist review of the plan.

BACKGROUND

King County Utility Comprehensive Plan Criteria

King County Code (KCC) 13.24 requires Council approval of comprehensive plans for water utilities as a prerequisite for operating in unincorporated, receiving county approval for annexations, or receiving county right-of-way franchises and construction permits.  In accordance with RCW 43.20.260, approval of comprehensive water plans also provides the determination to state regulatory agencies, that the plan is consistent with the King County Comprehensive Plan and related policies and implementing development regulations.
KCC 13.24 also requires the Utilities Technical Review Committee (UTRC) to review and make recommendations to the Executive and County Council on the adequacy of all water system comprehensive plans and related matters, and to determine whether the plan:

· is consistent with local comprehensive plans;

· is consistent with the King County Comprehensive Plan and other relevant plans;

· reflects current water supply and demand;

· forecasts future water supply and demand; 

· provides a capital plan for obtaining, using, storing and conveying water;

· provides a capital plan for treatment and conveyance of wastewater; and

· provides sufficient information to demonstrate the utility district’s ability to provide service consistent with all applicable laws and regulations.

ANALYSIS

Seattle Public Utilities Water System
Seattle Public Utilities (SPU) operates the largest water supply system in the state.  It provides service to over 628,000 people in its retail service area within the city of Seattle and provides water wholesale to 21 water utilities that depend, in whole or in part, on SPU supplies to serve another 850,000 customers in King and south Snohomish counties.  As the largest water purveyor in the state, Seattle has a significant impact on water management for the region.

SPU’s principal sources of supply are the Cedar River and Chester Morse Lake, and the South Tolt River with the South Fork Tolt Dam and Reservoir, both of which lie in unincorporated King County.  The Cedar River facilities, which have been in operation in some form since 1901, provide approximately 70 percent of the system’s supplies.  The Tolt River facilities, which began supplying water in 1964, provide approximately 30 percent of the system’s supply.  In addition, the City maintains the Seattle well fields in the Highline area, which provide supplemental ground water during peak demands and in emergencies.

SPU’s infrastructure includes approximately 1800 miles of transmission and distribution lines.  In addition to the water storage reservoirs on the Cedar and Tolt Rivers, SPU maintains a number of other storage reservoirs both inside and outside of Seattle, and associated facilities for treating, pumping, and delivering water.  SPU has recently upgraded water quality treatment of the Cedar and Tolt supplies to include ozonation/ultraviolet light treatment and filtration.
SPU’s objectives include the delivery of water supplies, the operation of the system’s facilities, storage and management of water on two major rivers for flood control purposes, management of flows on those same rivers for protection and enhancement of fish and wildlife habitat, management of the Cedar River watershed to benefit wildlife and protect water quality, and generation of electricity at hydropower facilities incorporated into its dams on both the Cedar and Tolt Rivers.
Water Supply, Demand and Availability

The annual average daily demand by SPU customers is approximately 135 million gallons per day (mgd), with a summer time peak daily demand of approximately 250 mgd.  The initial draft of SPU’s 2007 Plan concluded that the system would have sufficient water to meet its customers’ needs until at least the year 2060.  DOH rules generally require a water system plan to include six-year and 20-year planning horizons.  The SPU Plan covers the period through 2030.  The planning data have been reviewed by Growth Management Planning Council staff, and are consistent with population and employment forecasts developed by the Puget Sound Regional Council (PSRC) for Seattle.  SPU reviews individual water system plans of their wholesale customers to ensure that the plans’ long-term planning assumptions and other provisions (e.g., conservation) are reasonable but SPU does not rely on the long-term planning of these customers to develop their forecasted demand.
SPU’s demand forecast is based on a new model that  relies on historic water use factors developed for each of its wholesale customers, and adjusts these factors for forecasts of price, income, plumbing code savings, and conservation programs, but does not take into account such potential changes as land use density in the growing suburban areas of King County.  Land use density may be a significant factor in “peak” demand on the SPU water system during summer/fall irrigation months if the density were to be lowered, and could be of increasing significance if the impacts of climate change result in hotter summer/fall periods, and generate higher levels of outdoor irrigation.  SPU is currently developing information on such scenarios.
SPU predicts that with conservation its demand will be approximately 130 mgd in the year 2030, or 5 mgd less than current demand.  That figure includes two major assumptions:

· The Cascade Water Alliance will continue to reduce its consumption, under its existing contract with SPU, by 5 mgd every five years, starting in 2025; and

· SPU and its wholesale customers will achieve a 5 mgd reduction through a planned conservation program that would start in 2011 and run through 2030 (see below).
The difference between the reduction in use and projected demand is almost entirely offset by population growth.  Without these same  assumptions in the forecast, the demand on the SPU system in 2030 would be approximately 150 mgd.  Beyond 2030, SPU notes that there are major uncertainties that would affect demand.  However, continuing to assume that the Cascade members would no longer receive SPU water above the 5 mgd residual amount in the current contract, and assuming no new water conservation beyond 2030, SPU forecasts that its demand in the year 2060 would be approximately 160 mgd.  However, this forecast is likely to be impacted by climate change (see below).
Capital Planning and Finance

SPU’s 2007 Plan describes a current capital budget for 2007-2012 of approximately $469 million.  Major projects include continued investments in water conservation; remedial work on the moraine at Chester Morse Lake; flood passage improvements at Landsburg Dam; evaluation of dead storage options at Chester Morse; continuation of reservoir covering and replacement, and recoating of some storage tanks; and replacement of many aging and leaking portions of the transmission and distribution system.  Replacing leaking service connections is budgeted at $5.5 million per year.  Long-term capital facilities are expected to total $1.1 billion through 2030.

The Operating and Maintenance (O&M) budget through 2030 is expected to grow slightly faster than the rate of inflation.  The Plan projects that the O&M budget will increase by 4.3 percent from approximately $60 million in 2006 to $65.2 million in 2030 (in 2006 dollars).  In 2005, the Seattle City Council adopted new financial policies that will be guiding the SPU financial plan, including the following:

· a minimum of 15 percent of current revenues will be used to finance capital facilities in any given year;

·  minimum of 20 percent of current revenues will be used to finance capital facilities over a multi-year rate study; and

· limitations on the types of facilities that may be charged to capital accounts.

In 2006, approximately 40 cents of every revenue dollar was used to repay debt.  The new financial program will drive rate increases in the near future—projected to go from a system-wide average rate of $2.30 per 100 cubic feet of water in 2007 to $2.49 per 100 cubic feet by 2016.

King County is the fifth-largest retail customer of the SPU system, with combined billings in 2005 of over $600,000.  The financial strategy described in the 2007 Plan will be driving rate increases to King County as a result of the shift to revenue-financed capital projects (rather than debt), and a shift from investments in regional facilities to investments in retail facilities within the retail service area.  Because of its size as a retail customer, and potential rate impacts to it, King County may pursue more active involvement in advisory groups and other opportunities to discuss and influence SPU’s management strategies.

Water Conservation

Since the 1990’s, SPU and its wholesale customers have implementing a water conservation program that has become a national model.  Due in part to its conservation program, Seattle now serves roughly 350,000 more people than it did in 1975, using 20 million gallons less water per day.  SPU currently operates a “1% per year” program, which includes its wholesale customers, that is designed to achieve a one percent reduction in consumption each year.  It includes both basic measures—e.g., retrofitting buildings with more water efficient fixtures—and more sophisticated analyses and approaches to water consumption.
SPU’s current conservation program ends in 2010.  In 2006, SPU and its Operating Board (a subset of its wholesale customers) authorized a target of 15 mgd in water conservation between 2011 through 2030 to meet the requirements of the Municipal Water Law (MWL).  The specific measures that will make up the 15 mgd have not yet been agreed to.  SPU’s 2007 Plan notes that the new, proposed conservation measures will not be cost-effective, in that it predicts that existing supplies are sufficient well into the future and SPU could otherwise financially benefit from higher usage.  However, SPU and the Operating Board have concluded that from a public policy perspective, they remain committed to a conservation ethic that warrants the continued investment.

The King County Comprehensive Plan requests that the UTRC encourage water purveyors to include aggressive conservation and reuse measures in its review of water system plans, where applicable.  In 2002, the Seattle City Council adopted Resolution 30454 establishing a number of requirements for the use of reclaimed water within Seattle.  The resolution expressed concern over the quality of reclaimed water and requires an extensive evaluation of projects proposing use of reclaimed water for irrigation of parks or golf courses that contain salmon-bearing streams “until there is more scientific certainty about treatment effectiveness or soil adsorption” of compounds in the water.

SPU has commissioned studies which concluded that none of the approximately 40 potential reclaimed water projects evaluated were cost effective.  This conclusion is interesting given that SPU’s water conservation program is also not cost effective but has been pursued as good public policy.  As part of the regional water supply planning process for King County, King County is leading the development of a feasibility study on opportunities for expanded use of reclaimed water throughout the county through a variety of means.  Seattle is participating on the technical committee on this topic.

Salmon Recovery

The City of Seattle participates in the watershed-based salmon recovery plan for WRIA’s 7, 8 and 9.  SPU has invested in a number of salmon habitat projects since the last review of its comprehensive plan.  These investments include the completion of a new fish ladder and fish passage facilities at Landsburg Dam, which have opened up 17 miles of Cedar River habitat for Chinook and Coho salmon that had been blocked since the dam’s construction in 1901.

SPU operates both the Tolt and the Cedar River facilities within the parameters of existing federal orders and agreements issued by the Federal Energy Regulatory Commission (FERC) and the National Marine Fisheries Service (NMFS).  Seattle has a FERC license for operating its hydropower generating facility on the Tolt River, which includes a minimum flow regime and an oversight committee that includes the Tulalip Tribe.  For the Cedar facilities, NMFS has agreed to a 50 year Habitat Conservation Plan (HCP) under the Endangered Species Act (ESA), which protects Seattle from liability under the ESA for impacts to listed fish species.  Per the HCP, SPU is required to maintain certain flows in the Cedar and Tolt Rivers as well as investments in facilities and resource management.  The HCP agreement includes the formation and operation of an Instream Flow Committee (IFC) that monitors SPU’s performance under the agreement, and provides real-time advice on flow management decisions.
Seattle and the Muckleshoot Indian Tribe recently reached a settlement of litigation brought by the Tribe on its claims of historic damages due to Seattle’s construction of dams on the Cedar River, and its withdrawals of water.  The settlement obligates Seattle to maintain in perpetuity the Cedar River flow regime contained in the HCP; it also includes Seattle’s relinquishment of an unused portion of its water right claim on the Cedar, and allows additional diversions by Seattle during winter high flow times.  The settlement agreement provides a higher level of certainty, for a longer period of time, for the flow regime contained in the HCP, which was approved by the federal fisheries agencies as sufficient for Seattle to avoid liability for “take” of Chinook salmon under the ESA.

Climate Change

SPU’s 2007 Plan assumes that the system has a “firm yield” of 171 million gallons per day, with 98 percent reliability.  This is based on the historic precipitation and snowpack records for the Tolt and Cedar River basins.  Based on this firm yield, and on the presumed demand forecast, the Plan predicts that Seattle will have enough supply for its customers at least until 2060.  However, SPU is currently evaluating both its firm yield, and its system operation, in light of potential climate change.

The initial draft Plan identified impacts to the system from global warming and climate change as one of the “uncertainties” for which SPU must plan, but for which the Plan did not numerically account.  However, SPU did commission a study by the University of Washington Climate Impacts Group (CIG), a draft of which was completed in September 2004.  Much of the work done by CIG for the Pacific Northwest has documented declining snowpacks in the mid-Cascades for the past 60 years, and has forecast a continuation of that trend due to climate change.  The CIG study for SPU concluded that the firm yield for the SPU system was likely to decline by 6 mgd per decade through the mid-21st Century.  SPU’s 2007 Plan was revised to note that using the CIG study’s conclusions, the firm yield of the system is reduced to 159 mgd in 2020, and 147 mgd in 2040.  Under this scenario, Seattle’s existing sources will be adequate through the 20-year planning period but will not likely be adequate through 2060.
The current science around climate change includes predictions that the likelihood of drought events are increasing.  It is unknown whether the SPU system would be able to meet demands in the event of two consecutive years of drought, given that the current storage on the system is not designed to hold enough water to meet demands for more than a year.
Water Supply Planning and Municipal Water Law
In general, the 2007 Plan meets the requirements of the King County Code, although some elements of the Plan are stronger than others.  Attachment 4 to the staff report contains a matrix of King County Code requirements and SPU’s 2007 Plan’s fulfillment of those requirements.
Water system plan must be consistent with Coordinated Water System Plans (CWSPs) adopted under RCW 70.116.  King County has four CWSPs developed in the 1990’s for sub-areas of King County under the Public Water System Coordination Act (Coordination Act), and are incorporated into KCC 13.28.  These plans contain provisions related to approved future service areas; shared source, transmission, and storage facilities; and emergency interties.  State law and the KCC require that new and revised individual water system plans within CWSP areas be consistent with the CWSPs.  DOH rules require that these plans be reviewed and updated every five years.  With the possible exception of a small portion of the Skyway area, the City of Seattle does not lie within the geographic area covered by any of the four plans, although many of its current wholesale customers’ retail service areas do.

There are a number of provisions relevant to water system plan content and approval contained in the 2003 MWL.  Among the provisions of the MWL, DOH is responsible to ensure that water system plans are consistent with local government comprehensive plans, policies, and development regulations.  Under the MWL, water utilities are now under a general “duty to serve” customers within their approved retail service areas, unless they fall within one of the prescribed exemptions.  In addition, some specific provisions of a water system plan—e.g., service area boundaries—must be reviewed by local jurisdictions for consistency with comprehensive plans or development regulations adopted under the Growth Management Act (GMA), or other local comprehensive plans or land use plans.  The council’s review and approval of the SPU 2007 Plan serves as the county’s determination of consistency.

King County has reviewed the proposals by SPU to expand where it plans to use the water from its Cedar River claim, and provide water for North Bend and Sallal for consistency with the East King County Coordinated Water System Plan, as provided for under the King County Code.  This constitutes a change to its place of use for its water claim.  The East King County Coordinated Water System Plan (CWSP) was adopted in 1990, and was most recently amended in 1998.  SPU’s proposal to expand the place of use of the Cedar River claim to allow SPU to serve principally Snoqualmie Valley water utilities is not included in the East King CWSP’s approved regional water supply plan, nor does the CWSP include a “future service area” for SPU to deliver water to these potential wholesale customers.  In addition, SPU’s Hobo Springs source is not identified in the East King County CWSP as a future source of supply for these water utilities (unlike the three other specific potential sources from within the Cedar River watershed).  To the extent that SPU intends to interconnect its system with other utilities to provide wholesale water supplies, other sections of state law require that any proposals for such interconnections must be included in any relevant CWSP in advance, and submitted to DOH and DOE for approval.  Accordingly, the proposed ordinance approving the Seattle plan includes findings that the East King County CWSP would have to be updated or revised before either the place of use is changed, or the new Hobo Springs water source may be used for drinking water supply.  On April 4, 2007, DOE formally approved a change to the Cedar River claim to expressly confirm that the Hobo Springs source is an authorized point of diversion within SPU’s existing water right claim.

SPU proposes to add Ames Lake, North Bend, and Sallal as possible SPU wholesale customers, but does not explicitly state which of SPU’s supply sources would be used or how the water would be delivered.  SPU has been working with North Bend to use SPU’s Hobo Springs source within the Cedar River watershed or its South Fork Tolt source to supply the water for North Bend, with the current proposal being to use the Hobo Springs source as mitigation water.  Sallal has participated in the discussions but is not seeking water from SPU at this time.  The potential demands from these three new customers have been included in SPU’s forecasts.  The UTRC find that this is not fully consistency with the King County Comprehensive Plan and the East King County Coordinated Water System Plan.
This expansion of the place of use of the Cedar River water claims to an area described by SPU in its Plan as its “service area” does not appear to fall within the scope and meaning of a “service area” under the new MWL provision or other state law.  The MWL itself only references “retail” service areas, where the utility has an obligation to provide water to end users—which is not what SPU is proposing to do within the “service area” described in its Plan.  Prior to the MWL, DOH rules and guidance documents call for a water utility to identify in its WSP all its customers, and recognize two “service areas”—the “direct” service area that is now the equivalent of a retail service area, and the “future” service area agreed to by affected utilities within a Coordinated Water Supply Plan (see below).  The two state agencies implementing the MWL—DOH and DOE—in a June 2006 guidance document on this section of the MWL suggested a broader definition of “service area”, stating that it includes the retail service area, and “may also include additional areas such as other public water systems that are provided water from the Municipal Water Supplier.”  An earlier DOH interpretive document, “Municipal Water Law Interim Planning Guidance for Water System Plan/Small Water System Management Program Approvals (Revised March 2004),” similarly states DOH’s interpretation that the “service area” to which the new place of use would be applied includes both the “retail” service area and the utilities to which the system supplies water.  According to the Municipal Water Law, expansion of the place of use on a water right through an approved WSP now requires local government consistency determinations.”
Seattle contends that the service area described in its earlier water system plans dating back to 1980 is the service area that should now be used as the place of use for its Cedar River water right.  However, legal counsel have advised that the 2003 provision in the MWL does not have retroactive effect, so that only a service area approved in a WSP after the effective date of the MWL could be used.  It also appears that the proposal by SPU goes beyond the DOH and DOE interpretation of this provision of the MWL.  Those agencies include in their definition of “service area” any utilities to which service is being provided, but do not include utilities to which service could conceivably be provided in the future.  For that reason alone, SPU’s request for alteration of its place of use appears to be beyond the scope of what the two state agencies have interpreted the MWL as authorizing.

In addition, the state law governing wholesale interconnections between water utilities was not modified by the Legislature in the MWL.  That law states that the authorized “service area” for interconnecting utilities is the place of use in their water right, in the absence of some other clearly defined service area under either DOH planning requirements, or a plan developed under the Coordination Act.  Accordingly, until SPU is actually supplying water to the water utilities in their proposed wholesale service area—or has agreements to do so—the change in place of use for the Cedar River claim would not automatically follow from approval of the SPU 2007 Plan.  The proposed change in place of use also appears to be inconsistent with the existing East King County Coordinated Water Supply Plan, and thus the King County Comprehensive Plan.  Since the existing Cedar River claim includes North Bend and Sallal within its place of use, there is no “service area” change needed for SPU to legally provide water to these utilities under its existing water right.

UTRC Review and Recommendation
SPU’s 2007 Plan was reviewed by the UTRC and its legal counsel in September, 2006.  The UTRC recommended approval of the Plan, with the condition that Seattle successfully address a number of comments and concerns raised in the UTRC’s review.  Those issues were addressed by Seattle in revisions to the Plan, supplemental documents, or subsequent correspondence, allowing the Plan to be forwarded to the council with conditional findings addressing the UTRC’s concerns.    The UTRC has prepared a matrix (Attachment 4) describing the issues raised in its review, and summarizes Seattle’s responses.
The Seattle City Council approved a revised version of the Plan in December, 2006.

AMENDMENT

A technical amendment has been prepared to make the following clarifications:
(1) Planning Period - the planning period covered by the plan extends through 2030.
(2) Source of Forecast Data - SPU does not rely on demand forecast data provided by wholesale customers.

(3) Facilities Improvements – The annual cost of fixing leaking facilities is estimated to be $5.5 million.
ATTACHMENTS

1. Amendment to Proposed Ordinance 2007-0317

2. Proposed Ordinance 2007-0317
3. Transmittal letter, dated May 10, 2007
4. Review of Seattle Public Utilities Water System Plan Update (Matrix)

5. Fiscal Note

6. Regulatory Note

INVITED
Steve Hirschey, Chair of the Utilities Technical Review Committee, DNRP

Dave Monthie, Former Chair of the Utilities Technical Review Committee, DNRP

Julie Burman, Water Planning Advisor, Seattle Public Utilities
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