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SUBJECT

Proposed Ordinance 2011-0482 would approve the Northwest Water System’s (“NWS”) 2011 Northwest Water System Satellite Management Agency Plan (“ SMA Plan”). 

SUMMARY

Council approval of water utility plans is required by King 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.  

BACKGROUND
Northwest Water Systems, a satellite management agency (“SMA”) that is active in several areas of the state, has submitted a Satellite Management Agency Plan for operations in King County.  State law and County Code define the process by which SMAs may qualify to conduct operations in Washington.  
A satellite management agency is defined as “a person or entity that is certified by the secretary (of the Washington Department of Health) to own or operate more than one public water system on a regional or countywide basis, without the necessity for a physical connection between such systems.”  The role of SMAs is to help limit the proliferation of new utilities and duplication of utility services by filling the need for ownership or management of utilities in locations of service demand.  SMAs may own multiple water supply systems and facilities, or support the operations and management of water utilities that are in need of such support, in areas such as assurance of water quality, conformance with regulatory requirements, facility maintenance and operations, facility repair, and similar needs.

State and County Satellite Management Agency Plan Requirements

RCW 70.116.134 requires the State Department of Health to establish criteria for SMAs.  WAC 246-295-040 requires an entity seeking approval as an SMA to submit a satellite management agency plan. WAC 246-295-050 provides a detailed listing of required plan information, including SMA ownership, intent, organizational structure, legal authority, identification of existing systems owned or managed by the entity, documentation of ownership/management experience, current and future service area, system design standards, listing of services, financial information, operations and maintenance program, consistency with county planning requirements, compliance of owned systems with operating requirements, and plan development schedule.  

K.C.C 13.24.010 requires that comprehensive plans for entities that distribute or obtain water in unincorporated areas of King County must be approved by the King County Council as a prerequisite for operating in unincorporated King County, approval of annexation proposals, granting or renewing of right-of-way franchises, or approval of right-of-way construction permits.  K.C.C 13.24.090 further requires review of plans by the Utilities Technical Review Committee (“UTRC”).

UTRC ANALYSIS OF THE NORTHWEST WATER SYSTEM’S 2011 SATELLITE MANAGEMENT AGENCY PLAN 
NWS has submitted a SMA Plan for consideration by the UTRC and the King County Council.  The UTRC completed its review of the Plan in July 2011, and recommended its approval.  Highlights of the SMA Plan as reviewed by the UTRC are outlined below:
Authority - The SMA Plan cites WAC 246-295 as the administrative code authority under which it operates, and notes that it is approved by the Washington State Department of Health.
Statement of Intent - The SMA Plan indicates that NWS intends to provide “management only” satellite management services.  It does not intend to own systems.  It presently has management contracts with 133 Group A and 286 Group B water systems in other counties.
Company Ownership - Shareholders of NWS, and the President and Chief Executive Officer are listed, as well as the mailing address and telephone number of the organization.
History - Company history is summarized, including incorporation date, operating intent, original approval as a Satellite Management Agency, operational locations in Kitsap, Mason, Pierce, Thurston, Grays Harbor, and Jefferson counties, and roles of officers.
Financial Capability - Total revenues and expenses for 2009 are provided, as well as current assets and liabilities.  Debt funding arrangements, office and technical resources are also described.
Service Area - In addition to the current service area that includes Grays Harbor, Kitsap, Mason, Pierce and Thurston Counties, NWS is seeking to expand into King, Clark, Cowlitz, Lewis, Pacific, Skamania, and Wahkiakum Counties.
Conditions of Service - NWS requires that water systems seeking management services from the company must meet certain criteria, including that they are within the designated service area; that they are outside the service area of a Group A system or have a letter of denial of service from a Group A system; that they have no Washington Department of Health compliance actions or are pursuing resolution of such actions or are seeking NWS assistance in resolving compliance actions; that there is community consensus to retain NWS; and that a contract will be signed by a designated representative.
Policies and Procedures - The SMA Plan describes NWS’s compliance assistance services for non-compliant systems, noting the requirement for the system to be actively engaged in resolving compliance problems.  NWS works with the state Department of Health’s Office of Drinking Water regional engineer, and provides engineering services, moderates community meetings, provides budgeting and rate setting functions, construction and management services, and searches for alternative funding.
Operations and Maintenance Services - The SMA Plan provides details of operations and maintenance services, including pumphouse maintenance, water sampling, administrative services, and monitoring for coliform, inorganic chemicals, volatile organic chemicals, radionucleides, disinfection byproducts and corrosion control.  Services in providing public notification, consumer confidence reports, cross connection control, water use efficiency and emergency response are described.
Engineering Services - Design and analysis, water system planning, and capital improvement program planning are detailed.
Consulting Services - The SMA Plan describes formal and informal consulting services, technical consulting, sanitary survey functions, proactive system review, and non-technical consulting services.
Professional Relationships - The SMA Plan identifies service providers with whom NWS cooperates, and the nature of professional relationships that it maintains with service providers, including providers of system repair, laboratory, and engineering services, small community water system providers, manufacturer’s representatives, and regulators.
Personnel - NWS personnel are identified, including President and Chief Executive Officer, engineering staff, office staff, field staff and information technology staff.  A description of staff utilization, including workload, hours worked and key performance indicators are detailed.  An organizational chart and job descriptions are provided.
Service Charges - Types of fees for services provided are identified, and fee amounts are specified.

Proposed Ordinance 2011-0482
Proposed Ordinance 2011-0482 describes the requirements of the County Code regarding satellite management systems, and the status of Northwest Water Systems as a satellite management agency.  It references the County’s Comprehensive Plan, and its water supply policies, as well as the requirement for UTRC review.  The pending approval of the Washington Department of Health is noted, as is the exemption under the State Environmental Policy Act.  Compliance of the Plan with existing statutory, administrative and planning standards is stated.  The ordinance provides for the approval of the March, 2011 NWS Satellite Management Agency Plan as a comprehensive satellite management agency plan.

ATTACHMENTS
1. Proposed Ordinance 2011-0482, with the 
a. Attachment A: March, 2011 Northwest Water Systems Satellite Management Agency Plan
2. Transmittal Letter dated November 8, 2011
3. Fiscal Note

4. Review of Northwest Water Systems SMA Plan, March 2011
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