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RESOLUTION NO. U-10944

A RESOLUTION related to the purchase of materials, supplies, equipment
and the furnishing of services; authorizing the City officials to enter into
contracts and, where specified, waive competitive bidding requirements,
authorize sale of surplus property, or increase or extend existing
agreements.

WHEREAS the City of Tacoma, Department of Public Utilities, requested
bids/proposals for the purchase of certain materials, supplies, equipment and/or
the furnishing of certain services, or proposes to purchase off an agreement
previously competitively bid and entered into by another governmental entity, or
for the sales of surplus, or desires to increase and/or extend an existing
agreement, all as explained by the attached Exhibit “A,” which by this reference
is incorporated herein, and

WHEREAS in response thereto, bids/proposals (or prices from another
governmental agreement) were received, all as evidenced by Exhibit “A,” and

WHEREAS the Board of Contracts and Awards and/or the requesting
division have heretofore made their recommendations, which may include
waiver of the formal competitive bid process because it was not practicable to
follow said process, or because the purchase is from a single source, or there is
an emergency that requires such waiver, and/or waiver of minor deviations, and
in the case of sale of surplus, a declaration of surplus Has been made certifying
that said items are no longer essential for continued effective utility service, as

explained in Exhibit “A,” and
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WHEREAS the Director requests authorization, pursuant to
TMC 1.06.269 A, to amend contract amounts up to $200,000 and to approve
term extensions and renewals for all items contained in Exhibit “A;” Now,
therefore,

BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:

That the Public Utility Board of the City of Tacoma hereby concurs and
approves the recommendations of the Board of Contracts and Awards and/or
the requesting division, and approves, as appropriate: (1) the purchase and/or
furnishing of those materials, supplies, equipment or services recommended for
acceptance; (2) the sale of surplus materials, supplies or equipment
recommended for acceptance; (3) the Interlocal agreement that authorizes
purchase off another governmental entity’s contract; (4) the increase and/or
extension of an existing agreement, and said matters may include waiver of the
formal competitive bid process and/or waiver of minor deviations, all as set forth
on Exhibit “A,” and authorizes the execution, delivery and implementation of
appropriate notices, contracts and documents by the proper officers of the City
for said transactions, and (5) the administrative authority of the Director, per
TMC 1.06.269 A., to amend contract amounts up to $200,000 and to approve
term extensions and contract renewals for all items in Exhibit “A.”

Approv;d as to form and legality:

y /4R / P Chair

tL Chief Deputy City Attorney Secretary

Adopted

Clerk

2 U-10944
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e — 3628 South 35th Street EXHIBIT “A
T B ,

i Tacoma, Washington 98409-3192 RESOLUTION NO.: _ U-10944
i ITEM NO.: #1
TACOMA POWER TACOMA PUBLIC UTILITIES MEETING DATE:  AUGUST 9, 2017

DATE: July 28, 2017
TO: Board of Contracts and Awards

SUBJECT: Energy Management System Contract Staff Augmentation Support
Budgeted from Cost Center 565301
Extend Direct Negotiation of Professional Services
Contract No. 4600012251

RECOMMENDATION: Tacoma Power, Utility Technology Services (UTS) requests approval to
increase SAP Contract 4600012251 to Power System Consuitants, Inc. (PSC), Kirkland,
WA, by $167,600, plus applicable sales tax, for additional supplemental support personnel for

the current Energy Management System (EMS). This increase will bring the contract to a
cumulative total of $350,000, plus applicable sales tax.

EXPLANATION: Tacoma Power began a project to replace the current EMS used since 2002
to control electric generation, transmission and distribution. This system allows Tacoma Power
to fulfill its obligations as a Balancing Authority and meet federal NERC regulatory requirements.
Two Tacoma Power engineers are necessary to maintain the current EMS and perform all the
daily support functions required. During the EMS replacement project, the Tacoma Power ,
engineers are needed for project tasks, travel, training, and other project responsibilities. To
meet the daily support requirements for the current EMS, Tacoma Power established a staff
augmentation contract in January 2017 with PSC to provide skilled electric utility personnel with
EMS/SCADA experience. The purpose of the initial contract was to provide full- and/or part-time
EMS specialists on an as-needed basis during the EMS replacement project.

COMPETITIVE ANALYSIS: Staff augmentation support for highly-specialized functions
requiring vendor and industry specific knowledge such as EMS/SCADA systems support is not
readily available from traditional staffing agencies. PSC maintains a locally-based team with
specialized knowledge of the operational technologies, control systems and supporting
processes utilized by the electric utility industry including several well-qualified EMS/SCADA

- systems specialists experienced with ABB control systems that are currently available to provide
support when needed. The North America headquarters for PSC located is Kirkiand, WA, and
PSC has extensive experience providing similar technology support services to public and
private utilities within the Pacific Northwest. As a result, PSC has important experience
providing services to utilities under regulatory enforcement by the Western Energy Coordinating
Council (WECC) for the NERC critical infrastructure and reliability standards.

CONTRACT HISTORY: The original contract, dated February 6, 2017, was awarded as a
direct negotiation of professional services in the amount of $182,400. This increase will bring

the contract to a cumulative total of $350,000, and extend the term to December 31, 2018. This
is the first amendment to the contract.

FUNDING: Funds for this are available in the Cost Center 565301. Funding beyond the current
biennium is subject to future availability of funds.

PROJECT ENGINEER/COORDINATOR: Nick Tomanelli, UTS, 253-502-8096

C&A_Increase Revised: 04/20/2017
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Chris Robinson o William A. Gaines
Power Superintendent/COO Director of Utilities/CEO

cc: Richelle Krienke, Senior Buyer, Finance/Purchasing
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City of Tacoma

Date: July 28, 2017
To: William A. Gaines, Director of Utilities/CEO
From: Chris Robinson, Power Superintendent/COO

Subject: Authorization of Direct Negotiation for Professional Services and Personal Services
Over $25,000, Excluding Architectural and Engineering Services
Energy Management System Contract Staff Augmentation Support

For your review and recommendation. '

In accordance with TMC 1.06.256 (B), Tacoma Power, Utility Technology Services (UTS) requests a
waiver of the competitive solicitation process and authorization to directly negotiate with Power
System Consultants, Inc. (PSC) Kirkland, WA, for additonal supplemental support personnel for
the current Energy Management System (EMS). This will increase the current contract by $167,600,

plus applicable sales tax,bringing the contract to a cumulative total of $350,000, plus applicable sales
tax.

Direct negotiation approval constitutes a waiver of further competitive solicitation for amendments to
the subject contract provided that any such amendment(s) shall be signed by personnel as
authorized in the Delegation of Procurement Signature and Approval Authority memorandum.

Contract totals shall not exceed $200,000 without City Council or Public Utility Board approval as
appropriate.

EXPLANATION: Tacoma Power began a project to replace the current EMS used since 2002 to
control electric generation, transmission and distribution. This system allows Tacoma Power to fulfill
its obligations as a Balancing Authority and meet federal NERC regulatory requirements. Two
Tacoma Power engineers are necessary to maintain the current EMS and perform all the daily
support functions required. During the EMS replacement project, the Tacoma Power engineers are
needed for project tasks, travel, training, and other project responsibilities. To meet the daily support
requirements for the current EMS, Tacoma Power established a staff augmentation contract in
January 2017 with PSC to provide skilled electric utility personnel with EMS/SCADA experience. The

purpose of the initial contract was to provide full- and/or part-time EMS specialists on an as-needed
basis during the EMS replacement project.

JUSTIFICATION FOR DIRECT NEGOTIATION:

1. Explain why it's in the best interest of the city to waive the competitive solicitation process.

Staff augmentation support for highly-specialized functions requiring vendor and industry
specific knowledge such as EMS/SCADA systems support is not readily available from
traditional staffing agencies. PSC maintains a locally-based team with specialized knowledge
of the operational technologies, control systems and supporting processes utilized by the
electric utility industry including several well-qualified EMS/SCADA systems specialists

experienced with ABB control systems that are currently available to provide support when
needed.

Direct Negotiation Over $25,000 Revised: 05/26/2017



City of Tacoma

2. s this purchase based on a previous competitive solicitation conducted by the City or other
agency? If yes, provide the contract information, specification number, etc., and explain the

relationship of this request to the previous contract.

No. This waiver is to extend the time and add funds to the existing SAP contract no.

4600012251.

3. Describe the screening efforts made to identify potential service providers.

Potential service providers were identified from a list of SCADA/EMS engineering consultants
derived from the business directories maintained by electric utility industry trade publications
“T&D World” and “Electric Light and Power”. Potential firms were then contacted to assess
their prior experience in providing augmented staffing services, whether staff has
experience/knowledge of ABB control systems, and-the availability local resources within the

Pacific Northwest.

The North America headquarters for PSC located is Kirkland, WA, and PSC has extensive
experience providing similar technology support services to public and private utilities within
the Pacific Northwest. As a result, PSC has important experience providing services to

utilities under regulatory enforcement by the Western Energy Coordinating Council (WECC)
for the NERC critical infrastructure and reliability standards.

4. Describe the efforts made to assure that the City is receiving the lowest or best price

possible.

Contract is for an EMS Specialist only. The rates were initially negotiated based on previous

experience and knowledge of industy trends and costs.

FUNDING: Funds for this purchaée are available in the Cost Center 565301.

SBE COMPLIANCE: The Department/Division checked the City of Tacoma Small Business
Enterprise (SBE) website for opportunities to contract with SBE firms on Date.Completed.

PROJECT COORDINATOR: Nick Tomanelli, UTS, 253-502-8096.

v

Chris Robinson, Power Superintendent/COO

AUTHORIZED:

b-2-; <

William A. Gaines, Director of Utilities/CEO

cc: Richelle Krienke, Senior Buyer, Finance/Purchasing

Direct Negotiation Over $25,000
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el 3628 South 35th Street EXHIBIT “A”
T

i Tacoma, Washington 98409-3192 RESOLUTION NO.: U-10944
TP A-A-NT #2
TACOMA POWER TENMINO™

TACOMA PUBLIC UTILITIES

MEETING DATE: ~ AUGUST 9, 2017

DATE: July 24, 2017
TO: Board of Contracts and Awards

SUBJECT: LED Luminaires and Accessories
Budgeted from Special Construction Funds
Request for Bids Specification No. PE17-0224F

RECOMMENDATION: Tacoma Power / Conservation Resource Management recommends a
contract be awarded to second low bidder Leotek Electronics USA, LLC, San Jose CA, for
LED fixtures and shields, for an initial two-year contract term, plus the option for one additional
one-year renewal period, in the amount of $2,228,940, plus sales tax.

EXPLANATION: Tacoma Power is working in cooperation with the Pubiic Works Department to

install LED streetlight fixtures that will greatly reduce energy and maintenance costs associated
with maintaining the City’s street lights. )

COMPETITIVE SOLICITATION: Request for Bids Specification No. PE17-0224F was opened
June 27, 2017. Five companies were invited to bid in addition to normal advertising of the
project. Twelve submittals were received from 10 Respondents. The recommended award is a
partial contract for LED fixtures and shields only. Tacoma Power and Public Works have elected

not to award the LED accessories, photo cells and shorting caps, at this time. These items wili
be re-bid at a later date.

LED Fixtures and Shields:

The low bids submitted by Carlson Sales were deemed non-responsive for conditioning their

pricing on “package award,” as well as failing to meet technical requirements for the LED
fixtures and shields:

o None of the eight fixtures submitted met the requirements for a four-bolt mounting
configuration, as required by section 2.07.E of the RFB.

o One of the eight fixtures submitted did not meet the photometric requirements for the
design model (200WEQ-1).

« Catalog cut sheet for the house side shield was not provided. Since the fixture and
shield cannot be separated due to compatibility, the 100WEQ fixtures are therefore also
deemed non-responsive.

« For four of the eight fixtures submitted, the scaled LM-79 reports appeared to have
conflicts, or there was not enough information to determine the validity of the scaled
report. -

e Submittal was qualified with the statement “Price Based on Package Award.”

Leotek bid #1 resulted in the lowest responsive evaluated submittal for LED fixtures and
shields after consideration of fixture price, energy consumption, and energy costs to
determine the shortest payback time. The Submittal Amount is based on cost only, while the
Evaluated Submittal column shows the payback period (immediately below).

C&A_NewContractSBE ' Revised: 07/24/2015




Board of Contracts and Awards

Page 2

LLED Fixtures and Shields

Respondent Location Submittal Amount Evaluated Submittal
(city and state) Plus sales tax

Carlson Sales, Inc. Bid # 1**. Battleground, WA $ 2,034,717.50 3.36 Years

Carlson Sales, Inc. Bid # 2** Battleground, WA $ 2,085,565.50 3.32 Years

Leotek Electronics USA, LLC San Jose, CA $ 2,228,940.00 3.54 Years
Bid #1

Anixter, Inc. Portland, OR $2,235,237.25 3.55 Years

Leotek Electronics USA, LLC San Jose, CA $2,250,190.00 3.57 Years
Bid # 2**

General Pacific, Inc.** Fairview, OR $2,481,669.10 3.90 Years

Rainier Lighting & Electrical Lakewood, WA $2,499,261.95 4.37 Years

Supply, Inc.**

Wesco Distribution, Inc.** Seattle, WA $ 2,566,494.90 4,31 Years

Mobile Electrical Distributors, Seattle, WA $2,691,160.85 419 Years
Inc.**

Seahurst Electric, Inc.** Everett, WA $2,746,690.00 Unable to calculate

VaOpto, LLC** Las Vegas, NV $2,917,175.00 472 Years

JAC LED Lighting, Inc.** Dundee, Ml $ 3,378,551.85 5.98 Years

** These submittals were deemed non-responsive on one or more items.

Pre-bid Estimate (all items) $ 3,905,540
Pre-bid Estimate (LED fixtures and shields) $ 3,667,040

The recommended award is 39.2 percent below the pre-bid estimate for LED fixtures and
shields.

CONTRACT HISTORY: New contract.

FUNDING: Funds for this are available in the Special Construction Funds, Cost Center 560900.
Funding beyond the current biennium is subject to future availability of funds.

SBE/LEAP COMPLIANCE: Not applicable.

PROJECT ENGINEER/COORDINATOR: Roger Peery, Power, Conservation Resource
Management, 253-502-8138, rpeery@cityoftacoma.org.

%-

Chris Robinson “William A. Gaines
Power Superintendent/COO Director of Utilities/CEQO

cc: Richelle Krienke, Finance/Purchasing
SBE Coordinator
LEAP Coordinator
Leigh Starr, Public Works
Peter Meyer, CRM

C&A_NewContractSBE Revised: 04/20/2017
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RESOLUTION NO. U-10945

A RESOLUTION related to Tacoma Power; authorizing acceptance of a 20-year
franchise extension granted by the City of Lakewood.

WHEREAS the City of Tacoma, Department of Public Utilities Light
Division (d.b.a. Tacoma Power), recommends approval of a 20-year franchise
extension with the City of Lakewood (“Lakewood”), and

WHEREAS the franchise covers all of Lakewood and includes desirable
terms related to project coordination, and

WHEREAS_ the administrative fee, assessed in lieu of permit and -
processing fees, will be adjusted with this extension to match the Gross
Earnings Tax rate Tacoma Power pays to the City of Tacoma, and

'WHEREAS the extension will also lengthen the notification time for
relocation of major utility infrastructure and remove a 2003 amendment allowing
Click! to extend into the Flett Creek Area, as this amendment is no longer
needed as it is now included in the 2004 Click! franchise agreement with the
City of Lakewood, and

WHEREAS, on July 17, 2017, the City Council of the City of Lakewood
passed the terms of the franchise by Ordinance No. 672, and now requires
acceptance by Tacoma Power to become a binding agreement, Now,
Therefore,

BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:
That the franchise extension granted to Tacoma Power by the Council of

the City of Lakewood pursuant to Ordinance No. 672, and the proposed

1

2017\Resolutions\Power\U-10945 City of Lakewood Franchise Extension.doc U - 1 O 945
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revisions thereto, are hereby approved, and the Council of the City of Tacoma
is requested to concur in this approval and authorize the Power Superintendent
to execute such documents as necessary to accept such extension.
Approved as to form and legality:
' Chair
N i
1 ;/fl,!'r?/"f é’éz/ ‘f/ / if’;ﬁ
i Chief Deputy City Attorney Secretary
Adopted
Clerk
2 U-10945
2017 Resolutions' Power'U-10945 City of Lakewood Franchise Extension.doc




Request for Board meeting CITY OF TACOMA
DEPARTMENT OF PUBLIC UTILITIES

of August 9, 2017 REQUEST FOR RESOLUTION Date: July 28, 2017

INSTRUCTIONS: File request in the Office of the Director of Utilities as soon as possible but not later than nine working days prior to the
Board meeting at which it is to be introduced. Completion instructions are contained in Administrative Policy POL-104.

1. Summary title for Utility Board agenda: (not to exceed twenty-five words)

Authorization for Tacoma Power to accept franchise extension granted by the City of Lakewood

2. Aresolution is requested to: (brief description of action to be taken, by whom, where, cost, etc.)

The City of Lakewood has granted to Tacoma Power a 20-year franchise extension to allow continued
operation within its jurisdiction. We requested an extension because current franchise terms have served
us well and will continue to in the future, even with the modifications to the franchise made by the City of
Lakewood. The franchise includes desirable project coordination terms and does not include permit fees,
franchise fees, or processing fees. The franchise administrative fee will be adjusted with this extension to
match the Gross Earnings Tax rate Tacoma Power pays to the City of Tacoma. The franchise extension
will also lengthen the notification time for relocation of major utility infrastructure and remove a 2003
amendment allowing Click! to extend into the Flett Creek area. This amendment language is no longer
needed as it is now included in the 2004 Click! franchise agreement with the City of Lakewood.

3.  Summarized reason for resolution:

It is necessary for Tacoma Power to obtain a franchise from the City of Lakewood in order to continue to
operate within Lakewood boundaries. The attached 20-year franchise extension (ordinance) was passed
by the City Council of the City of Lakewood on July 17, 2017 and requires acceptance by Tacoma Power
to become an agreement. Because of changes to the administrative fee, approval is required by the
Tacoma Public Utilities Board and the City Council of the City of Tacoma.

4. Attachments:

a. Memo to William A. Gaines, Director of Utilities/CEO from Chris Robinson, Power
Superintendent, dated July 28, 2017

b. Franchise extension granted to Tacoma Power by the City of Lakewood (Lakewood
Ordinance 672)

c. Lakewood Franchise (Lakewood Ordinance 139)

5. [X Funds available [C] Proposed action has no budgetary impact

6. Deviations requiring special waivers:

Originated by: Requested by: Approved: .«/./;/} r
= For_Dolores Sﬁz&m {21 ; . /,C/ / Q&’m

/ Section Head Division Head Director of Utilities

Document1
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Tacoma City of Tacoma v City Council Action Memorandum
I

TO: Mayor and City Council

FROM: William A. Gaines, Director of Utilities/CEO

COPY: Elizabeth Pauli, City Manager and Doris Sorum, City Clerk

SUBJECT:  Resolution - Authorization for Tacoma Power to Accept Franchise Extension Granted by
the City of Lakewood — August 15, 2017
DATE: July 28, 2017

SUMMARY:

Tacoma Power seeks Council approval to enter into a 20 year franchise agreement extension with the
City of Lakewood. This agreement will allow Tacoma Power to continue to serve electric customers
within the City of Lakewood boundaries after the existing franchise agreement expires in October 2017.

STRATEGIC POLICY PRIORITY:
e Assure outstanding stewardship of the natural and built environment.

o The franchise agreement provides a framework for working with the City of Lakewood
to relocate electrical facilities required by improvement projects. This framework
requires the City of Lakewood to provide 120 days’ notice to Tacoma Power, provide
Tacoma Power with copies of pertinent portions of the plans and specifications for such
improvement projects, propose locations for Tacoma Power’s facilities, and evaluate
alternatives provided by Tacoma Power to proposed relocations.

e Encourage and promote an efficient and effective government, which is fiscally sustainable and
guided by engaged residents.

o The franchise agreement provides for a waiver of permit fees (except for private
development). The franchise also establishes pro rata cost sharmg for relocation based

upon a 15 year life expectancy of facilities.

BACKGROUND:

The existing franchise agreement between Tacoma Power and the City of Lakewood will expire October
2017. Although the existing franchise provides for up to two 5 year extensions, Tacoma Power and the
City of Lakewood mutually agreed that extending the term of the franchise to 20 years would be mutually
beneficial. A longer term agreement creates more stability for planning purposes.

On July 17, 2017, the City Counc1l of the City of Lakewood approved Ordinance No. 672, granting a 20
year franchise extension to Tacoma Power. City of Lakewood Ordinance No. 672 provides 60 days for
Tacoma Power to accept the franchise extension. Approval of City of Lakewood Ordinance No. 672 is
scheduled to be brought before the Tacoma Public Utility Board on August 9, 2017.

The following is a summary of adjustments to the existing franchise agreement,
e An increase in the notification time provided to Tacoma Power by the City of Lakewood for
relocation of major utility infrastructure.
e Removal of a 2003 amendment allowing Click! to extend into the Flett Creek area. This language
is now included in the 2004 Click! franchise agreement with the City of Lakewood.
e The franchise administrative fee is adjusted to match the Gross Earnings Tax rate Tacoma Power
pays to the City of Tacoma.

Revised: 04/27/2015



Tacoma City of Tacoma City Council Action Memorandum
]

ISSUE: :

The existing franchise agreement between Tacoma Power and the City of Lakewood will expire October
2017. A new or extended franchise is needed for Tacoma Power to continue to properly operate its
facilities within the City of Lakewood and serve these ratepayers.

ALTERNATIVES:
Alternatives to the recommendation include the following:

1. Request a 5 year extension to the existing franchise agreement and enter into negotiations with
the City of Lakewood for different terms. The existing franchise offers two 5 year extensions
under the same terms as the existing franchise. Exercising the 5 year extension option would
require concurrence by the City of Lakewood. Overall, the terms proposed by the City of
Lakewood in the 20 year franchise extension are favorable to Tacoma Power. Obtaining a 20
year term, compared to the 5 year term, provides greater stability for longer term planning.

RECOMMENDATION:
Tacoma Power recommends that the City Council authorize approval of the franchise extension approved
by the City Council of the City of Lakewood on July 17, 2017, City of Lakewood Ordinance No. 672.

FISCAL IMPACT:

The franchise extension will increase the administrative fee applied to gross revenue received by Tacoma
Power within the City of Lakewood to 6% or the utility tax rate paid by Tacoma Power, whichever is
greater. The Gross Earnings Tax paid by Tacoma Power is currently 7.5% into 2026. The administrative
fee is spread across Tacoma Power’s ratepayers. The table below summarizes the anticipated fiscal
impact over the 20 year term of the franchise for two scenarios involving the Gross Earnings Tax.

SCENARIO , - [ WitHOUT INFLATION WITH INFLATION
Gross Earnings Tax returns to 6% in 2026 $2,200,000 1 $2,400,000
Gross Earnings Tax remains at 7.5% over franchise term | $4,800,000 $5,900,000
EXPENDITURES:

- COST OBIECT I e
FUE NUMBER & FUND NALIE ® CC/WBS/ORDER COSTELEMENT | TOTAL AMOU_Ni
4700 Power 80012246 5419000
TOTAL Estimated $2.4M — 5.9M

FISCAL IMPACT TO CURRENT BIENNIAL BUDGET: $285,000-310,000
ARE THE EXPENDITURES AND REVENUES PLANNED AND BUDGETED? No

Ir¥ EXPENSE 1S NOT BUDGETED, PLEASE EXPLAIN HOW THEY ARE TO BE COVERED.
The expense could be rolled into future rate increases, or other O&M expenses could be reduced.

Revised: 04/27/2015



 MEMORANDUM

TACOMA POWER

TACOMA PUBLIC UTILITIES

DATE: July 28, 2017
TO: William A. Gaines, Director of Utilities/CEO
FROM: Chris Robinson, Power Superintendent (/4

SUBJECT: Authorization to Accépt Franchise Extension Granted by the City of
Lakewood to Tacoma Power

RECOMMENDATION

Tacoma Power requested and Lakewood has granted a 20-year extension of our franchise to
operate within its jurisdiction. Tacoma Power recommends that the Public Utility Board
authorize acceptance of this franchise extension.

BACKGROUND

Tacoma Power’s franchise with Lakewood is coming to the end of its 20-year term. The
franchise has served us well and we believe it will continue to in the future, even with the
modifications to the franchise made by Lakewood.

Favorable terms include:
e Strong utility coordination provisions
¢ No permit fees
¢ No processing fees
¢ No franchise fees

The franchise administrative fee will be updated with this extension to match the Gross Earnings
Tax rate paid to the City of Tacoma while the Gross Earnings Tax exceeds 6%, which is the
existing administrative fee rate.

We believe the extension is practical, efficient and reflective of a good working relationship with
the City of Lakewood. This franchise extension will result in ongoing coordination and ability to .
serve our customers within Lakewood.



FUNDING

Funds for the franchise administrative fee are collected through power rates and are available in
Tacoma Power's budget.

SUMMARY

It is necessary for Tacoma Power to obtain a franchise from the City of Lakewood in order to
continue to operate within Lakewood boundaries. This franchise extension was passed by the
City Council of the City of Lakewood on July 17, 2017, City of Lakewood Ordinance No. 672,
and requires acceptance by Tacoma Power to become an agreement. Because of changes to
the administrative fee, approval is required by the Tacoma Public Utilities Board and the City
Council of the City of Tacoma.

Your approval is requested to submit this franchise to the Public Utility Board for consideration
in authorizing acceptance.

APPROVED:

V\ﬂiam A. Gaines
Director of Utilities/CEO




ORDINANCE NO., 672

AN ORDINANCE OF THE CITY OF LAKEWOOD,
WASHINGTON, GRANTING UNTO THE CITY OF TACOMA
DEPARTMENT OF PUBLIC UTILITIES, LIGHT DIVISION, A
MUNICIPAL, CORPORATION, ITS SUCCESSORS AND
ASSIGNS, THE RIGHT, PRIVILEGE, AUTHORITY AND
NONEXCLUSIVE FRANCHISE FOR TWENTY YEARS, TO
CONSTRUCT, MAINTAIN, OPERATE, REPLACE AND
REPAIR AN FLECTRICAL LIGHT AND POWER SYSTEM,
IN, ACROSS, OVER, ALONG, UNDER, THROUGH AND
BELOW CERTAIN DESIGNATED PUBLIC RIGHTS-OF-WAY
OF THE CITY OF LAKEWOOD, WASHINGTON.

WHEREAS, the City of Tacoma Department of Public Utilities, Light Division has
requested that the City Council grant it a nonexclusive franchise; and ‘
. WHEREAS, the City Council has the authority to grant franchises for the use of its
streets and other public properties (RCW 35A.47.040); NOW, THEREFORE,

THE CITY COUNCIL OF THE CITY OF LAKEWOOD, WASHINGTON, DO
ORDAIN as follows:

Section 1. Franchise Granted. Pursuant to RCW 35A.47.040, the City of Lakewood, a
Washington municipal corporation (hereinafter the "City"), hereby grants to City of Tacoma,
Department of Public Utilities, Light Division, a municipal corporation organized under the laws
of the State of Washington (hereinafter "Grantee"), its heirs, successors, legal representatives and
assigns, subject to the terms and conditions hereinafter set forth, a franchise for a period of 20
years, beginning on the effective date of this ordinance.

Grantee and City may agree to extend the term of this franchise on substantially the same
terms and conditions as set forth herein for up to two extensions of five years per extension.

This franchise grants the Grantee the right, privilege and authority to construct, operate,
maintain, replace, and use all necessary equipment and facilities including communication
infrastructure therefor for an electric utility system, in, under, on, across, over, through, along or
below the public right-of-ways and public places located in the City of Lakewood, as approved
under City permits issued pursuant to this franchise.

For the purposes of the franchise the following words and phrases shall have the
following meaning:

(1) “electric utility system" means all plant, facilities, equipment, wires, conduit, meters,
communication infrastructure, generation equipment, transmission and distribution poles as may
be necessary to provide electric utility service for customers. It does not include accessory or
energy services, including but not limited to technical energy usage assistance, and (non-
traditional) business activities such as telecommunications including cable television, or other

1



business activities. '

(2) “electric utility service” means all actions directly related to providing electric power
and energy to customers for lighting, appliances, fixtures, space heating and cooling, water
heating and other energy uses. It does not include accessory or energy services, including but
not limited to technical energy usage assistance, and (non-traditional) business activities such as
information services, appliances, and telecommunications including cable television, or other
business activities.

(3) “gross revenue” means money or funds received by reason of transaction of electric
utility service business including sales of electric power and energy to customers. Gross revenue
does not include: (a) uncollected amounts; (b) amounts received from condemnation award or
condemnation settlement; (c) amounts received as compensation or reimbursement of damages
to or protection of any property of Grantee; (d) amounts received as compensation for or in aid to
construction; () discounts, returns, allowances and repossessions; and (f) amounts recetved for
street light maintenance and operation.

Section 2. Non-Exclusive Franchise Grant. This franchise is granted upon the express
condition that it shall not in any manner prevent the City from granting other or further
franchises in, along, over, through, under, below or across any of said right-of-ways, streets,
avenues or all other public lands and properties of every type and description. Such franchise
shall in no way prevent or prohibit the City from using any of said roads, streets or other public
properties or affect its jurisdiction over them or any part of them, and the City shall retain power
to make all necessary changes, relocations, repairs, maintenance, establishment, improvement,
dedication of same as the City may deem fit, including the dedication, establishment,
maintenance, and improvement of all new rights-of-ways, thoroughfares and other public
properties of every type and description. It is provided, however, City agtees not to compete
with Grantee as an electric utility system or provider of electric utility service in the current
service area of the Grantee during the period of this franchise.

Section 3. Relocation of Electrical Transmission Facilities. The Grantee agrees and
covenants at its sole cost and expense, to protect, support, temporarily disconnect, relocate or
remove from any street, any component of its electric utility system when so required by the City
by reason of traffic conditions or public safety, dedications of new rights-of-way and the
establishment and improvement thereof, widening and improvement of existing rights-of-way,
street vacations, freeway construction, change or establishment of street grade, or the
construction of any public improvement or structure by the City, provided that the Grantee shall
in all such cases have the privilege to temporarily bypass, in the authorized portion of the same
street upon approval by the City, any section of electrical line or facility required to be
temporarily disconnected or removed. The provisions of this section shall not be applicable if the
relocation need results from a private development, use or activity.

If the City determines that the project necessitates the relocation of the Grantee's then
existing facilities, the City shall:

~ (1) Atleast one hundred twenty (120) days prior to commencement of construction of
improvement projects that require relocation of major infrastructure, provide the Grantee with
written notice and plans requiring such relocation, unless another time period for the notice is
agreed to by the parties for a particular project.

(2)  Provide the Grantee with copies of pertinent portions of the plans and



specifications for such improvement project and a proposed location for the Grantee's facilities
so that the Grantee may relocate its facilities in other City right-of-way in order to accommodate
such improvement project. After receipt of such notice and such plans and specifications, the
Grantee shall complete relocation of its facilities at no charge or expense to the City (except as
hereinafter provided) so as to accommodate the improvement project construction schedule.

The Grantee may, after receipt of written notice requesting a relocation of its facilities,
submit to the City written alternatives to such relocation. The City shall evaluate such
alternatives and advise the Grantee in writing if one or more of the alternatives is suitable to
accommodate the work which would otherwise necessitate relocation of the facilities.  If so
requested by the City, the Grantee shall submit additional information to assist the City in -
making such evaluation, The City shall give each alternative proposed by the Grantee full and.
fair consideration. In the event the City ultimately determines that there is no other reasonable
alternative, the Grantee shall relocate its facilities as otherwise provided in this Section.
Provided, however, the parties agree to exercise good faith, reasonable and timely decision
making especially when issues arise in the field pertaining to relocations. The provisions of this
Section shall survive the expiration or termination of this franchise agreement.

The provisions of this Section shall in no manner preclude or restrict the Grantee from
making any arrangements it may deem appropriate when responding to a request for relocation
of its facilities by any person or entity other than the City, where the facilities to be constructed
by said person or entity are not or will not become City-owned, operated or maintained facilities,
provided that such arrangements do not-unduly delay a City construction project. The City on
occasion will be constructing, reconstructing and/or relocating roads, streets, public ways, areas
or facilities within the right-of-way or property which will require Grantee to install and/or
relocate part of its electric utility system. Grantee will be relying on the alignment, lines and
grades as set forth in City’s approval plans wherein Grantee thereafter constructs or reconstructs
its electric utility system in accordance with City’s requirements and City standards. Therefore,
if City thereafier again adjusts and/or revises the alignment, line or grade for a road, street,
public way or area, before this part of the Grantee’s electric utility system has been in place for
fifteen (15) years (commencing with the initial City revision), then City agrees to reimburse
Grantee a pro rata share of the total relocation costs based on fifteen (15) year life expectancy for
the portion of Grantees electric utility system that is affected by the City revision unless
differently agreed to in writing by City and Grantee at the time of the installation or relocation.

City recognizes and acknowledges that Grantee owns utility poles and other parts of its
electric utility system that may on occasion be of special benefit to certain customers. City also
recognizes that Grantee has the right to require an additional charge for the privilege and special
use of its electric utility system including its poles. Grantee agrees to allow the City to apply
temporary banners and decorations to Grantee’s poles at no charge so long as it does not impede
use of Grantee=s poles by Grantee, and is consistent with all appropriate safety regulations.

Section 4. Consideration For Agreement. (1) The consideration for this agreement
includes, but is not limited to, the mutval and individual benefits of this agreement that allow
each of the parties the ability to make long term planning decisions in light of the provisions set
forth herein, the waiver of permit fees the non-competition provisions as provided in Section 18
of this agreement, and any fees that may be charged pursuant to RCW 35.21.860(b).

(2) If the City grants to any other energy provider a franchise or allows any other energy
provider to operate under terms that are over-all more favorable to the other energy provider than



those set fotrth herein, Grantee shall have the right to renegotiate the provisions of this franchise
that Grantee believes are over-all less favorable to it than those authorized or allowed to said
energy provider. Provided, however, Grantee may not exercise this above re-negotiation right
for a period of two years from the effective date of this franchise. Grantee shall also have the
right to renegotiate the provisions of this franchise that are affected by a substantial change in
state or federal law that would allow the City the opportunity to tax and assess additional revenue
from the Grantee’s operations within the corporate boundaries of the City.

In the case where the parties do not agree on the renegotiation or identification of
affected provisions of this franchisc, the parties agree to a binding arbitration process as follows:
Each of the parties shall select an arbitrator, and the two arbitrators shall select a third arbitrator.
If the two arbitrators are unable to select a third arbitrator, the third arbitrator shall be selected by
 the presiding judge of the Pierce County Superior Court. In accordance with the procedures of
Chapter 7.04 of the Revised Code of Washington, the panel of three arbitrators shall review the
evidence and authorities presented by the parties and hear the argument of the parties, and
thereafter decide the issue(s) presented for arbitration. The arbitrators shall be authorized to
require each party to provide to the other reasonable discovery. The arbitrators shall render their
decision based upon their interpretation of the provisions of this franchise agreement. The
arbitrators are not empowered to modify or amend the text of this franchise agreement. The
parties agree to be bound by the decisions of the panel of arbitrators as to the identification of
affected provisions of this franchise and/or the re-negotiation thereof.

If there is a substantial change in the law or circumstances beyond the control of a party
hereto that substantially adversely affects said party, then said party may re-open this agreement
to. address the terms affected by the change in the law or circumstances, and the parties agree to

negotiate in good faith to address said concerns and to accomplish the original intent of both
parties.

Section 5. Undergrounding of Facilities. In any area of the City in which there are no
aerial facilities, or in any area in which telephone, electric power wires and cables have been
placed underground, the Grantee shall not be permitted to erect poles or to run or suspend wires,
cables or other facilities thereon, but shall lay such wires, cables or other facilities underground
in the manner required by the City. Provided that except for high voltage lines, the electric
service and distribution lines to new construction in areas that are to be served by the Graniee
and that were not previously served by the Grantee shall be undergrounded.-

(1) Whenever the City may desire the undergrounding of the aerial utilities in an area of
the City, the Grantee agrees to cooperate with the City in City's proposal to create a Local
Improvement District (L.1D.) as follows:

(a) Seventy percent (70%) of the total actual cost of converting the existing overhead
primary electrical distribution system (i.e. 15 KV and less) to underground shall be provided
from assessments against the property owners within the L.ID. Assessments will be in
accordance with applicable law;

(b) Thirty percent (30%) of the total actual cost of converting the existing overhead
primary electrical distribution system to underground shall be provided for by the Grantee;

(c) Any charges made against the L.ID. for undergrounding other than the electrical
distribution system covered under this franchise (i.e. secondary services, telephone, fire alarm,
cable TV, and street lighting circuits) will not be included when determining the amount to be
paid by the Grantee;



(d) Conversion of the secondary electrical service on private property is not to be
included in the computation of the allocation of payments to be made by the Grantee in the
L.ILD. The customer must supply and install the secondary conductor and conduit from the
meter to the secondary service box located near the property line;

(e) For the purposes hereof, L.LD. includes other mutually agreed to methods to finance
undergrounding of aerial facilities, in addition to local improvement district financing pursuant
to RCW 35.43 et. seq.

(2) Whenever the City may desire the undergrounding of the aerial utilities in an area of
the City in conjunction with a Public Works Improvement Project (street widening, sewer
installation, curb and sidewalk installation, street lighting, traffic signal, etc.) and more than 50%
of these aerial facilities are in conflict with the Public Works Improvement Project, the Grantee
agrees to cooperate with the City with City's proposal to underground the aerial facilities as
follows:

(a) Fifty percent (50%) of the total actual cost of converting the existing overhead
primary electrical distribution system to underground shall be provided by the City. (Total
actual cost shall include trenching, vaults, conduit, cable, switch gears, transformers, restoration,
etc.)

(b) Fifty percent (50%) of the total actual cost of converting the existing overhead
electrical distribution system covered under this franchise to underground shall be provided by
the Grantee. (Total actual cost shall include trenching, vaults, conduit, cable, switch gears,
transformers, restoration, etc.)

(¢) Any charges made against the project for undergrounding the secondary services,
telephone, fire alarm, cable TV, and street lighting circuits will not be included when
determining the amount to be paid by the Grantee.

(d) Conversion of the secondary electrical service on private property is not included in
the project. The customer must supply and install the secondary conductor and conduit from the
meter to the secondary service box.

If in the event that insufficient right-of-way is available to allow relocation of the
Grantee's existing aerial system due to the requirements for a City Public Works Project, and
undergrounding is therefore required, all of the above provisions (Subsection (2)(a) - (d)) shall
apply.

Notwithstanding anything to the contrary in this section, this Section 5 shall not apply to
high voltage lines of greater than 15 KV.

Section 6. The Grantee's Maps, Records and Plans. After construction is complete,
and at a reasonable time thereafter, the Grantee shall provide to the City upon request and at no
cost, a copy of all as-built plans, maps and records.

Section 7. Excavations. During any period of relocation, construction or maintenance,
all surface structures, if any, shall be erected and used in such places and positions within said
public right-of-ways and other public properties so as to interfere as little as practicable with the
free passage of traffic and the free use of adjoining property, and the Grantee shall at all times
post and maintain proper barricades and comply with all applicable safety regulations during
such period of construction as required by the ordinances of the City or the laws of the State of
Washington.

Whenever the Grantee shall excavate in any public right-of-way or other public property



for the purpose of installation, construction, repair, maintenance or relocation of its cable or
equipment, it shall apply to the City for a permit to do so and upon obtaining a permit shall give
the City at least twenty-four (24) hours notice during the normal work week of the Grantee's
intent to commence work in the public right-of-way. In no case shall any work commence within
any public right-of-way or other public property without a permit, except as otherwise provided
in this franchise ordinance. During the progress of the work, the Grantee shall not unnecessarily
obstruct the passage or proper use of the right-of-way, and shall file as-built plans or maps with
the City showing the proposed and final location of its facilities.

If either the City or the Grantee shall at any time plan to make excavations in any area
covered by this franchise and as described in this Section, the party planning such excavation
shall afford the other, upon receipt of a written request to do so, an opportunity to share such
excavation, PROVIDED THAT:

(1) Such joint use shall not unreasonably delay the work of the party causing the
excavation to be made;

(2) Such joint use shall be arranged and accomplished on terms and conditions
satisfactory to both parties; and '

(3) Either party may deny such request for safety reasons. The provisions of this Section
shall survive the expiration or termination of this franchise agreement.

Section 8. Restoration after Construction. The Grantee shall, after abandonment
approved under Section 15 herein, or installation, construction, relocation, maintenance, or repair
of electrical facilities within the franchise area, restore the surface of the right-of-way or public
property to at least the same condition the property was in immediately prior to any such
installation, construction, relocation, maintenance or repair. The Public Works Director shall
have final approval of the condition of such streets and public places after restoration. All
concrete encased monuments which have been disturbed or displaced by such work shall be
restored pursuant to all federal, state and local standards and specifications. The Grantee agrees
to promptly complete all restoration work and to promptly repair any damage caused by such
work to the franchise area or other affected area at its sole cost and expense. The provisions of

this Section shall survive the expiration, revocation or termination by other means of this
franchise.

Section 9. Emergency Work -- Permit Waiver. In the event of any emergency in
which any of the Grantee's facilities located in or under any street, breaks, are damaged, or if the
Grantee's construction area is otherwise in such a condition as to immediately endanger the
property, life, health or safety of any individual, the Grantee shall immediately take the proper
emergency measures to repair its facilities, to cure or remedy the dangerous conditions for the
protection of property, life, health or safety of individuals without first applying for and
obtaining a permit as required by this franchise. However, this shall not relieve the Grantee from
the requirement of obtaining any permits necessary for this purpose, and the Grantee shall apply

for all such permits not later than the next succeeding day during which City Hall is open for
business.

Section 10. Dangerous Conditions, Authority for City to Abate. Whenever
construction, installation or excavation of facilities authorized by this franchise has caused or
contributed to a condition that appears to substantially impair the lateral support of the adjoining



street or public place, or endangers the public, an adjoining public place, street utilities or City
property, the Public Works Director may direct the Grantee, at the Grantee's own expense, to
take actions to protect the public, adjacent public places, City property or street utilities; and
such action may include compliance within a prescribed time.

In the event that the Grantee fails or refuses to promptly take the actions directed by the
City, or fails to fully comply with such directions, or if emergency conditions exist which require
immediate action, the City may enter upon the property and take such actions as are necessary to
protect the public, the adjacent streets, or street utilities, or to maintain the lateral -support
thereof, or actions regarded as necessary safety precautions; and the Grantee shall be liable to the
City for the costs thereof, The provisions of this Section shall survive the expiration, revocation
or termination of this franchise. Grantee shall relocate, at its cost, poles or other structures that

the City Engineer objectively determines are located in a place or in a way so as to constitute a
danger to the public.

Section 11. Permits and Fees.

Grantee shall be required to obtain all permits from the City necessary for work in the
City and/or in the City’s rights-of-way. Provided that, in consideration of this agreement,
including the factors set forth in Section 4, and the non-competition fees provided in Section 18
hereof, Grantee shall not be subject to any permit fees associated with Grantee’s activities
(except those undertaken for a private development customer) through the authority granted in
this franchise ordinance or under the laws of the City. :

In addition to the above, the Grantee shall promptly reimburse the City for any and all
costs the City reasonably incurs in response to any emergency caused by the negligence of the
Grantee.  City agrees to process Grantee’s and Grantee’s contractors permits in the same

expeditious manner as other permit applicants’ permits are processed. Permits may be processed
by facsimile or electronic mail. '

Section 12. City's Reservation of Rights. Pursuant to RCW 35.21.860, the City is
precluded from imposing a franchise fee on an electrical energy business, except for
administrative expenses directly related to receiving and approving a permit, and to inspecting
plans and construction.

The City hereby reserves its right to impose a franchise fee on the Grantee for purposes
other than to recover its administrative expenses, if the Grantee's operations as authorized by this
franchise change so that not all uses of the franchise are those of an electrical energy business or,
if statutory prohibitions on the imposition of such fees are removed. In either instance, the City
also reserves its right to require that the Grantee obtain a separate franchise for its change in use,

which franchise may include provisions intended to regulate the Grantee's operations, as allowed
under applicable law.

Section 13, Indemnification. The Grantee hereby releases, covenants not to bring suit
and agrees to indemnify, defend and hold harmless the City, its officers, employees, agents and
representatives from any and all claims, costs, judgments, awards or liability to any person,
including claims by the Grantee's own employees to which the Grantee might otherwise be
immune under Title 51 RCW, arising from injury or death of any person or damage to property,
monetary losses, including refunds of charges or fees paid by customers, of which it is alleged or
proven that the acts or omissions of the Grantee, its agents, servants, officers or employees in



performing this franchise caused or contributed thereto, including claims arising against the City
by virtue of the City's ownership or control of the rights-of-way or other public properties, by
virtue of the Grantee's exercise of the rights granted herein, including payment of any monies to
the City, or by virtue of the City's permitting the Grantee's use of the City's rights-of~way or
other public property, based upon the City's inspection or lack of inspection of work performed
by the Grantee, its agents and servants, officers or employees in connection with work authorized
on the City's property or property over which the City has control, pursuant to this franchise or
pursuant to any other permit or approval issued in connection with this franchise.

Inspection or acceptance by the City of any work performed by the Grantee at the time of
completion of construction shail not be grounds for avoidance of any of these covenants of
indemnification. Said indemnification obligations shall extend to claims which are not reduced
to a suit and any claims which may be compromised prior to the culmination of any litigation or
the institution of any litigation.

In the event that the Grantee refuses the tender of defense in any suit or any claim, said
tender having been made pursuant to the indemnification clauses contained herein, and said
refusal is subsequently determined by a court having jurisdiction (or such other tribunal that the
parties shall agree to decide the matter), to have been a wrongful refusal on the part of the
Grantee, then the Grantee shall pay all of the City's costs for defense of the action, including all
reasonable expert witness fees and reasonable attorneys' fees and the reasonable costs of the
City, including reasonable attorneys' fees of recovering under this indemnification clause.

In the event of liability for damages arising out of bodily injury to persons or damages to
property caused by or resulting from the concurrent negligence of the Grantee and the City, its
officers, employees and agents, the Grantee's liability hereunder shall be only to the extent of the
Grantee's negligence unless otherwise provided by law. It is further specifically and expressly
understood that the indemnification provided herein constitutes the Grantee's waiver of immunity
under Title 51 RCW, solely for the purposes of this indemnification, This waiver has been
mutually negotiated by the parties. ‘

The provisions of this Section shall survive the expiration or termination of this franchise
agreement.

_ Section 14. Insurance. Grantee is currently self insured and has excess insurance
coverage for potential liability in excess of its self insured retention amounts. To the extent that
Grantee is legally obligated by this franchise, Grantee’s self insurance fund and/or insurance
policies shall provide adequate protection to City in amounts equivalent to the levels set forth
hereinbelow. Grantee’s general comprehensive liability policy which includes automobile
liability coverage (if such a policy continues to be obtained), shall have an endorsement naming
City and its officers and employees as additional insureds for their actions pursuant to this
franchise.

The amounts of insurance coverage that the grantee shall maintain, whether by
self insurance or insurance policies shall not be the equivalent of less than the following:

A. Automobile Liability insurance with limits no less than $1,000,000 Combined
Single Limit per accident for bodily injury and property damage; and

B. Commercial General Liability insurance, written on an occurrence basis with
limits no less than $1,000,000 combined single limit per occurrence and $2,000,000 aggregate
for personal injury, bodily injury and property damage. Coverage shall include but not be limited
to: blanket contractual; products/completed operations; broad form property damage; explosion,
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collapse and underground (XCU); and employer's liability.

Any deductibles or self-insured retentions must be declared to and approved by the City.
Payment of deductible or self-insured retention shall be the sole responsibility of the Grantee.

Any insurance policy(ies) obtained by the Grantee to comply herewith shall name the
City (its officers, employees and volunteers,) as an additional insured with regard to activities
performed by or on behalf of the Grantee. The coverage shall contain no special limitations on
the scope of protection afforded to the City, its officers, officials, employees or volunteers. In
addition, the insurance policy shall contain a clause stating that coverage shall apply separately
to each insured against whom claim is made or suit is brought, except with respect to the limits
of the insurer's liability. The Grantee's insurance shall be primary insurance with respect to the
City, its officers, officials, employees and volunteers. Any insurance policy or policies obtained
by the Grantee to comply with this clause shall be endorsed to state that coverage shall not be
suspended, voided, canceled by either party, reduced in coverage or in limits except after thirty
(30) days' prior written notice by certified mail, return receipt requested, has been given to the
City.

Any failure to comply with the insurance reporting provisions of the policies required

herein shall not affect coverage provided to the City, its officers, officials, employees or
volunteers,.

Section 15. Abandonment of the Grantee's Facilities. Except for underground conduit
or wires, no electrical system facility located within the public right-of-way by the Grantee may
be abandoned by the Grantee without the express written consent of the City. Any plan for
abandonment or removal of the Grantee's facilities must be first approved by the Public Works
Director, and all necessary permits must be obtained prior to such work. The provisions of this
Section shall survive the expiration, revocation or termination of this franchise agreement.
Underground conduit or wires may be left in place and abandoned by Grantee,

Section 16. Street Vacations. City may have occasion to vacate certain streets, public
ways or areas that have Grantee’s lines and facilities located thereon. City agrees to exert
reasonable good faith efforts to reserve an easement for Grantee’s lines and facilities when a
street, public way or area is vacated. If it is not feasible for City to reserve an easement for
Grantee’s line(s) and facilities, the proponents of the vacation shall be required (by City)-as part

of land use or other permitting approvals, to reimburse Grantee all costs to relocate said line(s)
and facilities. :

Section 17. Modification. The City and the Grantee hereby reserve the right to alter,
amend or modify the terms and conditions of this franchise upon written agreement of both
parties to such alteration, amendment or modification.

Section 18. Exercise of City Authority. The parties acknowledge that the City has
authority to operate its own electric utility and also has authority to contract with other public or
private entities for the purchase of electrical energy. Grantee's long range planning would be
improved, and its rate structure stabilized if the City did not elect to exercise its authority in the
service area of the Grantee. The City also has the authority to levy a utility tax upon electrical
utility businesses operating in the City. Therefore, Grantee agrees that for and in consideration
of the City not exercising its authority to operate its own electric utility in the service area served



by Grantee, not contracting with other public or private entities for the purchase of electrical
energy in said service area, declining to impose a utility tax upon Grantee and the other factors of
consideration set forth in Section 4 of this agreement, Grantee shall pay to the City as follows:
Grantee shall pay to the City an amount equal to six percent (6%) of the total gross revenue, as
defined in section 1 of this agreement, Grantee receives from Grantee’s electrical utility service
customers served from Grantee’s electrical utility system located within the City. In addition,
whenever during the term of this franchise the Grantee imposes a Utility Tax for retail electrical
service in excess of the previously specified six percent (6%), the percentage of gross revenue
paid by the Grantee to the City pursuant to this Section 18 shall be increased to equal the
percentage Utility Tax imposed by the Grantee on such service.

The payments to the City shall be made quarterly, in four equal payments each year, on
or before March 31, June 30, September 30, and December 31 of each year during the term
hereof. It is provided, however, that absent any federal, state or other governmental laws or
regulations to the contrary, such payments made by the Grantee to the City shall not result in a
surcharge to customers in the City of Lakewood. It is further provided that nothing herein shall
be deemed to impair the authority of the City to exercise its governmental powers.

Section 19. Forfeiture and Revocation. If the Grantee willfully violates or fails to
comply with any of the provisions of this franchise, or through willful misconduct or gross
negligence fails to heed or comply with any notice given the Grantee by the City under the
provisions of this franchise, then the Grantee shall, at the election of the Lakewood City Council,
forfeit all rights conferred hereunder and this franchise may be revoked or annulled by the
Council after a hearing held upon reasonable notice to the Grantee. The City may elect, in lieu
of the above and without any prejudice to any of its other legal rights and remedies, to obtain an
order from the superior court having jurisdiction compelling the Grantee to comply with the
provisions of this Ordinance and to recover damages and costs incurred by the City by reason of
the Grantee's failure to comply.

Section 20. Remedies to Enforce Compliance. In addition to any other remedy
provided herein, the City reserves the right to pursue any remedy to compel or force the Grantee
and/or its successors and assigns to comply with the terms hereof, and the pursuit of any right or
remedy by the City shall not prevent the City from thereafter declaring a forfeiture or revocation
for breach of the conditions herein. '

Section 21. City Ordinances and Regulations. Nothing herein shall be deemed to
direct or restrict the City's ability to adopt and enforce all necessary and appropriate ordinances
regulating the performance of the conditions of this franchise, including any valid ordinance
made in the exercise of its police powers in the interest of public safety and for the welfare of the
public. The City shall have the authority at all times to control by appropriate regulations the
location, elevation, manner of construction and maintenance of any facilities by the Grantee, and
the Grantee shall promptly conform with all such regulations, unless compliance would cause the
Grantee to violate other requirements of law.

Section 22. Cost of Publication. The cost of the publication of this Ordinance shall be
borne by the Grantee,
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Section 23. Acceptance. Within sixty days after the passage and approval of this
Ordinance, this franchise may be accepted by the Grantee by its filing with the City Clerk an
unconditional written acceptance thereof. Failure of the Grantee to so accept this franchise
within said period of time shall be deemed a rejection thereof by the Grantee, and the rights and
privileges herein granted shall, after the expiration of the sixty day period, absolutely cease and
determine, unless the time period is extended by ordinance duly passed for that purpose.

Section 24. Survival. All of the provisions, conditions and requirements of [Sections 3,
Relocation of Electrical Transmission Facilities; 10, Dangerous Conditions; 13, Indemnification;
and 15, Abandonment of the Grantee's Facilities, of this franchise shall be in addition to any and
all other obligations and liabilities the Grantee may have to the City at common law, by statute,
or by contract, and shall survive the City's franchise to the Grantee for the use of the areas
mentioned in Section 1 herein, and any renewals or extensions thereof (however, such survival
period extends only through the applicable statute of limitations period). All of the provisions,
conditions, regulations and requirements contained in this franchise Ordinance shall further be
binding upon the heirs, successors, executors, administrators, legal representatives and assigns of
the Grantee and all privileges, as well as all obligations and liabilities of the Grantee shall inure

to its heirs, successors and assigns equally as if they were specifically mentioned wherever the
Grantee is named herein.

Section 25. Severability. If any section, sentence, clavse or phrase of this Ordinance
should be held to be invalid or unconstitutional by a court of competent jurisdiction, such
invalidity or unconstitutionality shall not affect the validity or constitutionality of any other
section, sentence, clause or phrase of this franchise Ordinance. In the event that any of the
provisions of this franchise are held to be invalid by a court of competent jurisdiction, the City
reserves the right to reconsider the grant of this franchise and may amend, repeal, add, replace or
modify any other provision of this franchise, or may terminate this franchise.

Section 26. Assignment. This agreement may not be assigned or transferred without the
written approval of the City, except the Grantee may freely assign this Agreement in whole or in
part to a parent, subsidiary, or affiliated cotporation or as part of any corporate financing,
reorganization or refinancing and provided that the City’s approval shall not be unreasonably
withheld. In the case of transfer or assignment as security by mortgage or other security
instrument in whole or in part to secure indebtedness, such consent shall not be required unless

and until the secured party elects to realize upon the collateral. The Grantee shall provide
prompt, written notice to the City of any such assignment.

Section 27. Notice. Any notice or information required or permitted to be given to the

parties under this franchise agreement may be sent to the following addresses unless otherwise
specified:

To City: To Grantee:

City of Lakewood : Tacoma Public Utilities
6000 Main Street 3628 South 35th Street
Lakewood, WA 98499-5013 Tacoma, WA 98409-3115

11



Section 28, Effective Date. This Ordinance has first been submitted to the Lakewood
City Attorney; granted an approving vote of at least a majority of the City Council at a regular
meeting after initial introduction on July 10, 2017, and been published in summary at least once
in a newspaper of general circulation in the City of Lakewood prior to its adoption.

This franchise ordinance shall be effective thirty (30) days after execution and upon

publication of the Ordinance Summary, and pursuant to RCW 80.32.040 is subject to referendum
under the general laws of this state. '

ADOPTED by the City Council this 17th day of July, 2017.

N N

Don Anderson, Ma'yor\\ ,

Attest:
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Alice M. Bush, MMC, City Clerk

Approved as to Form:

Aoy Horer Frare L Lo

Hefdi AT Wachter, City Attorney




Ordinance No. 00139
(Council Minutes 97/09/15)

ORDINANCE NO. 139

AN ORDINANCE OF THE CITY OF LAKEWOOD, WASHINGTON, GRANTING UNTO THE CITY OF TACOMA
DEPARTMENT OF PUBLIC UTILITIES, LIGHT DIVISION, A MUNICIPAL CORPORATION, ITS SUCCESSORS AND
ASSIGNS, THE RIGHT, PRIVILEGE, AUTHORITY AND NONEXCLUSIVE FRANCHISE FOR TWENTY YEARS, TO
CONSTRUCT, MAINTAIN, OPERATE, REPLACE AND REPAIR AN ELECTRICAL LIGHT AND POWER SYSTEM, IN,

ACROSS, OVER, ALONG, UNDER, THROUGH AND BELOW CERTAIN DESIGNATED PUBLIC RIGHTS-OF-WAY OF THE
CITY OF LAKEWOOD, WASHINGTON. '

WHEREAS, the City of Tacoma Department of Public Utilities, Light Division has requested that the City Council grant it a
nonexclusive franchise; and '

WHEREAS, the City Council has the authority to grant franchises for the use of its sireets and other public properties (RCW
35A.47.040); NOW, THEREFORE,

THE CITY COUNCIL OF THE CITY OF LAKEWOOD, WASHINGTON, DO ORDAIN as follows:

Section 1. Franchise Granted. Pursuant to RCW 35A.47.040, the City of Lakewood, a Washington municipal
corporation (hereinafter the "City”), hereby grants to City of Tacoma, Department of Public Utilities, Light Division, a
municipal corporation organized under the laws of the State of Washington (hereinafter "Grantee"), its heirs,
successors, legal representatives and assigns, subject to the terms and conditions hereinafter set forth, a franchise
for a petiod of 20 years, beginning on the effective date of this ordinance.

Pursuant to RCW 35A.47.040, the City of Lakewood, a Washington municipal corporation (hereinafter the "City"), hereby
grants fo City of Tacoma, Department of Public Utilities, Light Division, a municipal corporation organized under the laws of the
State of Washington (hereinafter "Grantee”), its heirs, successors, legal representatives and assigns, subject to the terms and
conditions hereinafter set forth, a franchise for a period of 20 years, beginning on the effective date of this ordinance.

Grantee and City may agree to extend the term of this franchise on substantially the same terms and conditions as set forth
herein for up to two extensions of five years per extension.

This franchise grants the Grantee the right, privilege and authority to construct, operate, maintain, replace, and use all
necessary equipment and facilities including communication infrastructure therefor for an electric utifity system, in, under, on,

across, over, through, along or below the public right-of-ways and public places located in the City of Lakewood, as approved
under City permits issued pursuant to this franchise.

For the purposes of the franchise the following words and phrases shall have the following meaning:

(1) Aelectric utility system@ means all plant, facilities, equipment, wires, conduit, meters, communication infrastructure,
generation equipment, transmission and distribution poles as may be necessary to provide electric utility service for customers.
It does not include accessory or energy services, including but not limited to technical energy usage assistance, and {(non-
traditional) business activities such as telecommunications including cable television, or other business activities.

(2) Aelectric utility service@ means all actions directly related to providing electric power and energy fo customers for lighting,
appliances, fixtures, space heating and cooling, water heating and other energy uses. It does not include accessory or energy
services, including but not limited to technical energy usage assistance, and (non-traditional) business activities such as
information services, appliances, and telecommunications including cable television, or other business activities.(3)

Aelectric utility service@ means all actions directly related to providing electric power and energy to customers for lighting,
appliances, fixtures, space heating and cooling, water heating and other energy uses. It does not include accessory or energy
services, including but not limited to technical energy usage assistance, and (non-traditional) business activities such as
information services, appliances, and telecommunications including cable television, or other business activities.(3) Agross



revenue@ means money or funds received by reason of transaction of electric utility service business including sales of
electric power and energy to customers. Gross revenue does not include: (a) uncollected amounts; (b) amounts received from
condemnation award or condemnation settlement; (c) amounts received as compensation or reimbursement of damages to or
protection of any property of Grantee; (d) amounts received as compensation for or in aid to construction; (e) discounts, returns,
allowances and repossessions; and (f) amounts received for street light maintenance and operation.

Section 2. Non-Exclusive Franchise Grant. This franchise is granted upon the express condition that it shall not in any
manner prevent the City from granting other or further franchises in, along, over, through, under, below or across any
of said right-of-ways, streets, avenues or all other public lands and properties of every type and description. Such
franchise shall in no way prevent or prohibit the City from using any of said roads, streets or other public properties or
affect its jurisdiction over them or any part of them, and the City shall retain power to make all necessary changes,
relocations, repairs, maintenance, establishment, improvement, dedication of same as the City may deem fit, including
the dedication, establishment, maintenance, and improvement of all new rights-of-ways, thoroughfares and other
public properties of every type and description. It is provided, however, City agrees not to compete with Grantee as an
electric utility system or provider of electric utility service in the current service area of the Grantee during the period
of this franchise.

This franchise is granted upon the express condition that it shall not in any manner prevent the City from granting other or
further franchises in, along, over, through, under, below or across any of said right-of-ways, streets, avenues or all other public
lands and properties of every type and description. Such franchise shall in no way prevent or prohibit the City from using any of
said roads, streets or other public properties or affect its jurisdiction over them or any part of them, and the City shall retain
power to make all necessary changes, relocations, repairs, maintenance, establishment, improvement, dedication of same as
the City may deem fit, including the dedication, establishment, maintenance, and improvement of all new rights-of-ways,
thoroughfares and other public properties of every type and description. Itis provided, however, City agrees not to compete
with Grantee as an electric utility system or provider of electric utility service in the current service area of the Grantee during
the period of this franchise.

Section 3. Relocation of Electrical Transmission Facilities. The Grantee agrees and covenants at its sole cost and
expense, to protect, support, temporarily disconnect, refocate or remove from any street, any component of its electric
utility system when so required by the City by reason of traffic conditions or public safety, dedications of new rights-
of-way and the establishment and improvement thereof, widening and improvement of existing rights-of-way, street
vacations, freeway construction, change or establishment of street grade, or the construction of any public
improvement or structure by the City, provided that the Grantee shall in all such cases have the privilege to
temporarily bypass, in the authorized portion of the same street upon approval by the City, any section of electrical
line or facility required to be temporarily disconnected or removed. The provisions of this section shall not be
applicable if the relocation need results from a private development, use or activity.

The Grantee agrees and covenants at its sole cost and expense, to protect, support, temporarily disconnect, relocate or remove
from any street, any component of its electric utility system when so required by the City by reason of traffic conditions or public
safety, dedications of new rights-of-way and the establishment and improvement thereof, widening and improvement of
existing rights-of-way, street vacations, freeway construction, change or establishment of street grade, or the construction of
any public improvement or structure by the City, provided that the Grantee shall in all such cases have the privilege to
temporarily bypass, in the authorized portion of the same street upon approval by the City, any section of electrical line or
facility required to be temporarily disconnected or removed. The provisions of this section shall not be applicable if the
relocation need results from a private development, use or activity.

If the City determines that the project necessitates the relocation of the Grantee's then existing facilities, the City shall:

(1) At least ninety (90) days prior to commencement of construction of such improvement project, provide the Grantee with
written notice and plans requiting such relocation, unless another time period for the notice is agreed to by the parties for a
particular project.

(2) Provide the Grantee with copies of pertinent portions of the plans and specifications for such improvement project and a
proposed location for the Grantee's facilities so that the Grantee may relocate its facilities in other City right-of-way in order to
accommodate such improvement project. After receipt of such notice and such plans and specifications, the Grantee shall
complete relocation of its facilities at no charge or expense to the City (except as hereinafter provided) so as to accommodate
the improvement project construction schedule.



The Grantee may, after receipt of written notice requesting a relocation of its facilities, submit to the City written alternatives to
such relocation. The City shall evaluate such alternatives and advise the Grantee in writing if one or more of the alternatives is
suitable to accommodate the work which would othetwise necessitate relocation of the facilities. If so requested by the City, the
Grantee shall submit additional information to assist the City in making such evaluation. The City shali give each alternative
proposed by the Grantee full and fair consideration. In the event the City ultimately determines that there is no other reasonable
alternative, the Grantee shall relocate its facilities as otherwise provided in this Section. Provided, however, the parties agree
to exercise good faith, reasonable and timely decision making especially when issues arise in the field pertaining to
relocations. The provisions of this Section shall survive the expiration or termination of this franchise agreement.

The provisions of this Section shall in no manner preclude or restrict the Grantee from making any arrangements it may deem
appropriate when responding to a request for relocation of its facilities by any person or entity other than the City, where the
facilities to be constructed by said person or entity are not or will not become City-owned, operated or maintained facilities,
provided that such arrangements do not unduly delay a City construction project. The City on oceasion will be constructing,
reconstructing and/or relocating roads, streets, public ways, areas or facilities within the right-of-way or property which will
require Grantee to install and/or relocate part of its electric utility system. Grantee will be relying on the alignment, lines and
grades as set forth in City=s approval plans wherein Grantee thereafter constructs or reconstructs its electric utility system in
accordance with City=s requirements and City standards. Therefore, if City thereafter again adjusts and/or revises the
alignment, line or grade for a road, street, public way or area, before this part of the Grantee=s electric utility system has been
in place for fifteen (15) years (commencing with the initial City revision), then City agrees to reimburse Grantee a pro rata share
of the fotal relocation costs based on fifteen (15) year life expectancy for the portion of Grantee=s electric utility system thatis
affected by the City revision unless differently agreed to in writing by City and Grantee at the time of the installation or
relocation.City recognizes and acknowledges that Grantee owns utility poles and other parts of its electric utility system that
may on occasion be of special benefit to certain customers. City also recognizes that Grantee has the right to require an
additional charge for the privilege and special use of its electric utility system including its poles. Grantee agrees to allow the
City to apply temporary banners and decorations to Grantee=s poles at no charge so long as it does notimpede use of
Grantee=s poles by Grantee, and is consistent with all appropriate safety regulations.

Section 4. Consideration For Agreement. (1) The consideration for this agreement includes, but is not limited to, the
mutual and individual benefits of this agreement that allow each of the parties the ability to make long term planning
decisions in light of the provisions set forth herein, the waiver of permit fees after the first three years of this
agreement, as provided in Section 11 of this agreement, the non-competition provisions as provided in Section 18 of
this agreement, and any fees that may be charged pursuant to RCW 35.21.860(b).

(1) The consideration for this agreement includes, but is not limited to, the mutual and individual benefits of this agreement that
allow each of the parties the ability to make long term planning decisions in light of the provisions set forth herein, the waiver of
permit fees after the first three years of this agreement, as provided in Section 11 of this agreement, the non-competition
provisions as provided in Section 18 of this agreement, and any fees that may be charged pursuant to RCW 35.21.860(b).(2) If
the City grants to any other energy provider a franchise or allows any other energy provider 1o operate under terms that are
over-all more favorable to the other energy provider than those set forth herein, Grantee shall have the right to renegotiate the
provisions of this franchise that Grantee believes are over-all less favorable to it than those authorized or allowed to said
energy provider. Provided, however, Grantee may not exercise this above re-negotiation right for a period of two years from the
offective date of this franchise. Grantee shall also have the right to renegotiate the provisions of this franchise that are affected
by a substantial change in state or federal law that would allow the City the opportunity to tax and assess additional revenue
from the Grantee=s operations within the corporate boundaries of the City.

In the case where the parties do not agree on the renegotiation or identification of affected provisions of this franchise, the
parties agree to a binding arbitration process as follows: Each of the parties shall select an arbitrator, and the two arbitrators
shall select a third arbitrator. If the two arbitrators are unable to select a third arbitrator, the third arbitrator shall be selected by
the presiding judge of the Pierce Gounty Superior Court. In accordance with the procedures of Chapter 7.04 of the Revised
Code of Washington, the panel of three arbitrators shall review the evidence and authorities presented by the parties and hear
the argument of the parties, and thereafter decide the issue(s) presented for arbitration. The arbitrators shall be authorized to
require each party to provide to the other reasonable discovery. The arbitrators shall render their decision based upon their
interpretation of the provisions of this franchise agreement. The arbitrators are not empowered to modify or amend the text of
this franchise agreement. The parties agree to be bound by the decisions of the panel of arbitrators as to the identification of
affected provisions of this franchise and/or the re-negotiation thereof.

If there is a substantial change in the law or circumstances beyond the control of a party hereto that substantially adversely
affects said party, then said party may re-open this agreement to address the terms affected by the change in the law or



circumstances, and the parties agree to negotiate in good faith to address said concerns and to accomplish the original inient
of both parties.

Section 5. Undergroundirig of Facilities. In any area of the City in which there are no aerial facilities, or in any area in
which telephone, electric power wires and cables have been placed underground, the Grantee shall not be permitted
to erect poles or to run or suspend wires, cables or other facilities thereon, but shall lay such wires, cables or other
facilities underground in the manner required by the City. Provided that except for high voltage lines, the electric
service and distribution lines to new construction in areas that are to be served by the Grantee and that were not
previously served by the Grantee shall be undergrounded.

in any area of the Gity in which there are no aerial facilities, or in any area in which telephone, electric power wires and cables
have been placed underground, the Grantee shall not be permitted to erect poles or to run or suspend wires, cables or other
facilities thereon, but shall lay such wires, cables or other facilities underground in the manner required by the City. Provided
that except for high voltage lines, the electric service and distribution lines to new construction in areas that are to be served by
the Grantee and that were not previously served by the Grantee shall be undergrounded.

(1) Whenever the City may desire the undergrounding of the aerial utilities in an area of the City, the Grantee agrees to
cooperate with the City in City's proposal to create a Local Improvement District (L.1D.) as follows:

(a) Seventy percent (70%) of the total actual cost of converting the existing overhead primary electrical distribution system (i.e.
15 KV and less) to underground shall be provided from assessments against the property owners within the L.LD.
Assessments will be in accordance with applicable law;

(b) Thirty percent (30%) of the total actual cost of converting the existing overhead primary electrical distribution system to
underground shall be provided for by the Grantee;

(c) Any charges made against the L.1.D. for undergrounding other than the electrical distribution system covered under this
franchise (i.e. secondary services, telephone, fire alarm, cable TV, and street lighting circuits) will not be included when
determining the amount to be paid by the Grantee;

(d) Conversion of the secondary electrical service on private property is not to be included in the computation of the allocation
of payments to be made by the Grantee in the L.LD. The customer must supply and install the secondary conductor and conduit
from the meter to the secondary service box located near the property line;

L.I1.D. The customer must supply and install the secondary conductor and conduit from the meter to the secondary setvice box
located near the property line; .

(e) For the purposes hereof, L.LD. includes other mutually agreed to methods to finance undergrounding of aerial facilities, in
addition to local improvement district financing pursuant to RCW 35.43 et. seq. :

(2) Whenever the City may desire the undergrounding of the aerial utilities in an area of the City in conjunction with a Public
Works Improvement Project (street widening, sewer installation, curb and sidewalk installation, street lighting, traffic signal,
etc.) and more than 50% of these aerial facilities are in conflict with the Public Works Improvement Project, the Grantee agrees
to cooperate with the City with City's proposal to underground the aerial facilities as follows: :

(a) Fifty percent (50%) of the total actual cost of converting the existing overhead primary electrical distribution system to
underground shall be provided by the City. (Total actual cost shall include trenching, vaults, conduit, cable, switch gears,
transformers, restoration, etc.)

(b) Fifty percent (50%) of the total actual cost of converting the existing overhead electrical distribution system covered under
this franchise to underground shall be provided by the Grantee. (Total actual cost shall include trenching, vaults, conduit,
cable, switch gears, transformers, restoration, etc.)

(c) Any charges made against the project for undergrounding the secondary services, telephone, fire alarm, cable TV, and
street lighting circuits will not be included when determining the amount to be paid by the Grantee. ’

(d) Conversion of the secondary electrical service on private property is not included in the project. The customer must supply
and install the secondary conductor and conduit from the meter to the secondary service box.

If in the event that insufficient right-of-way is available to allow relocation of the Grantee's existing aetial system due to the



requirements for a City Public Works Project, and undergrounding is therefore required, all of the above provisicns (Subsection
(2)(a) - (d)) shall apply. ’

Notwithstanding anything to the contrary in this section, this Section 5 shall not apply to high voltage lines of greater than 15
KV.

Section 6. The Grantee's Maps, Records and Plans. After construction is complete, and at a reasonabie time

thereafter, the Grantee shall provide to the City upon request and at no cost, a copy of all as-built plans, maps and
records.

After construction is complete, and at a reasonable time thereafter, the Grantee shall provide to the City upon request and at no
cost, a copy of all as-built plans, maps and records.

Section 7. Excavations. During any period of relocation, construction or maintenance, all surface structures, if any,
shall be erected and used in such places and positions within said public right-of-ways and other public properties so
as to interfere as little as practicable with the free passage of traffic and the free use of adjoining property, and the
Grantee shall at all times post and maintain proper barticades and comply with all applicable safety regulations during
such period of construction as required by the ordinances of the City or the laws of the State of Washington.

During any period of relocation, construction or maintenance, all surface structures, if any, shall be erected and used in such
places and positions within said public right-of-ways and other public properties so as to interfere as litle as practicable with.
the free passage of traffic and the free use of adjoining property, and the Grantee shall at all imes post and maintain proper
barricades and comply with all applicable safety regulations during such period of construction as required by the ordinances
of the City or the laws of the State of Washington.

Whenever the Grantee shall excavate in any public right-of-way or other public property for the purpose of installation,
construction, repair, maintenance or relocation of its cable or equipment, it shall apply to the City for a permit to do so and upon -
obtaining a permit shall give the City at least twenty-four (24) hours notice during the normal work week of the Grantee's intent
to commence work in the public right-of-way. In no case shall any work commence within any public right-of-way or other
public property without a permit, except as otherwise provided in this franchise ordinance. During the progress of the work, the
Grantee shall not unnecessarily obstruct the passage or proper use of the right-of-way, and shall file as-built plans or maps
with the City showing the proposed and final location of its facilities.

I either the City or the Grantee shall at any time plan to make excavations in any area covered by this franchise and as
described in this Section, the party planning such excavation shall afford the other, upon receipt of a written request to do so,
an opportunity to share such excavation, PROVIDED THAT:

(1) Such joint use shall not unreasonably delay the work of the party causing the excavation to be made;
(2) Such joint use shall be arranged and accomplished on terms and conditions satisfactory to both parties; and

(3) Either party may deny such request for safety reasons. The provisions of this Section shall survive the expiration or
termination of this franchise agreement.

Section 8. Restoration after Construction. The Grantee shall, after abandonment approved under Section 15 herein, or
installation, construction, relocation, maintenance, or repair of electrical facilities within the franchise area, restore the
surface of the right-of-way or public property to at least the same condition the property was in immediately prior to
any such installation, construction, relocation, maintenance or repair. The Public Works Director shall have final
approval of the condition of such streets and public places after restoration. All concrete encased monuments which
have been disturbed or displaced by such work shall be restored pursuant to all federal, state and local standards and
specifications. The Grantee agrees to promptly complete all restoration work and to promptly repair any damage
caused by such work to the franchise area or other affected area at its sole cost and expense. The provisions of this
Section shall survive the expiration, revocation or termination by other means of this franchise.



The Grantee shall, after abandonment approved under Section 15 herein, or installation, construction, relocation, maintenance,
or repair of electrical facilities within the franchise area, restore the surface of the right-of-way or public property to atleast the
same condition the property was in immediately prior fo any such installation, construction, relocation, maintenance or repair.
The Public Works Director shall have final approval of the condition of such streets and public places after restoration. All
concrete encased monuments which have been disturbed or displaced by such work shall be restored pursuant to all federal,
state and local standards and specifications. The Grantee agrees to promptly complete all restoration work and to promptly
repair any damage caused by such work to the franchise area or other affected area at its sole cost and expense. The
provisions of this Section shall survive the expiration, revocation or termination by other means of this franchise.

Section 9. Emergency Work - Permit Waiver. In the event of any emergency in which any of the Grantee's facilities
located in or under any street, breaks, are damaged, or if the Grantee's construction area is otherwise in such a
condition as to immediately endanger the property, life, health or safety of any individual, the Grantee shall
immediately take the proper emergency measures to repair its facilities, to cure or remedy the dangerous conditions
for the protection of property, life, health or safety of individuals without first applying for and obtaining a permit as
required by this franchise. However, this shall not relieve the Grantee from the requirement of obtaining any permits
necessary for this purpose, and the Grantee shall apply for all such permits not later than the next succeeding day
during which City Hall is open for business. :

_In the event of any emergency in which any of the Grantee's facilities located in or under any sireet, breaks, are damaged, or if
the Grantee's construction area is otherwise in such a condition as to immediately endanger the property, life, health or safety
of any individual, the Grantee shall immediately take the proper emergency measures to repalir its facilities, fo cure or remedy
the dangerous conditions for the protection of property, life, health or safety of individuals without first applying for and
obtaining a permit as required by this franchise. However, this shall not relieve the Grantee from the requirement of obtaining
any permits necessary for this purpose, and the Grantee shall apply for all such permits not later than the next succeeding day
during which City Hall is open for business. .

Section 10. Dangerous Conditions, Authority for City to Abate. Whenever construction, installation or excavation of
facilities authorized by this franchise has caused or contributed to a condition that appears to substantially impair the
lateral support of the adjoining street or public place, or endangers the public, an adjoining public place, street utilities
or City property, the Public Works Director may direct the Grantee, at the Grantee's own expense, 10 take actions to
protect the public, adjacent public places, City property or street utilities; and such action may include compliance
within a prescribed time.

Whenever construction, installation or excavation of facilities authorized by this franchise has caused or contributed to a
condition that appears to substantially impair the lateral support of the adjoining street or public place, or endangers the public,
an adjoining public place, street utilities or City property, the Public Works Director may direct the Grantee, at the Grantee's
own expense, o take actions to protect the public, adjacent public places, City property or street utilities; and such action may
include compliance within a prescribed time.

In the event that the Grantee fails or refuses to promptly take the actions directed by the City, or fails to fully comply with such
directions, or if emergency conditions exist which require immediate action, the City may enter upon the property and take such
actions as are necessary to protect the public, the adjacent streets, or street utilities, or to maintain the lateral support thereof, or
actions regarded as necessary safety precautions; and the Grantee shall be liable to the City for the costs thereof. The
provisions of this Section shall survive the expiration, revocation or termination of this franchise. Grantee shall relocate, at its
cost, poles or other structures that the City Engineer objectively determines are located in a place or in a way so as to
constitute a danger to the public.

Section 11. Permits and Fees.

Grantee shall be required to obtain all permits from the City necessary for work in the City and/or in the City=s rights-of-way.
During the first three years of this franchise, Grantee and contractors of Grantee shall pay for all permit fees associated with
projects of Grantee located within the corporate limits of the City, pursuant to the applicable City fee schedules, Provided,
however, that permit fees shall be based on actual costs to the City. Thereafter, in consideration of this agreement, including



the factors set forth in Section 4, and the non-competition fees provided in Section 18 hereof, Grantee shall not further be
subject to any permit fees associated with Grantee=s activities (except those undertaken for a private development customer)
through the authority granted in this franchise ordinance or under the laws of the Gity.In addition to the above, the Grantee shall
promptly reimburse the City for any and all costs the City reasonably incurs in response to any emergency caused by the
negligence of the Grantee. Cily agrees to process Grantee=s and Grantee=s contractors permits in the same expeditious
manner as other permit applicants= permits are processed. Permits may be processed by facsimile or electronic mait.

Section 12. City's Reservation of Rights. Pursuant to RCW 35.21.860, the City is precluded from imposing a franchise

fee on an electrical energy business, except for administrative expenses directly related to receiving and approving a
permit, and to inspecting plans and construction.

Pursuant to RCW 35.21.860, the City is precluded from imposing a franchise fee on an electrical energy business, except for
administrative expenses directly related to receiving and approving a permit, and to inspecting plans and construction.

The City hereby reserves its right to impose a franchise fee on the Grantee for purposes other than to recover its administrative
expenses, if the Grantee's operations as authorized by this franchise change so that not all uses of the franchise are those of
an electrical energy business o, if statutory prohibitions on the imposition of such fees are removed. In either instance, the City
also reserves its right to require that the Grantee obtain a separate franchise for its change in use, which franchise may include
provisions intended to regulate the Grantee's operations, as allowed under applicable law.

Section 13. Indemnification. The Grantee hereby releases, covenants not to bring suit and agrees to indemnify, defend
and hold harmless the City, its officers, employees, agents and representatives from any and all claims, costs,
judgments, awards or liability to any person, including claims by the Grantee's own employees to which the Grantee
might otherwise be immune under Title 51 RCW, arising from injury or death of any person or damage to property,
monetary losses, including refunds of charges or fees paid by customers, of which it is alleged or proven that the acts
or omissions of the Grantee, its agents, servants, officers or employees in performing this franchise caused or
contributed thereto, including claims arising against the City by virtue of the City's ownership or control of the rights-
of-way or other public properties, by virtue of the Grantee's exercise of the rights granted herein, including payment of
any monies to the City, or by virtue of the City's permitting the Grantee’s use of the City's rights-of-way or other public
property, based upon the City's inspection or lack of inspection of work performed by the Grantee, its agents and
servants, officers or employees in connection with work authorized on the City's property or property over which the

City has control, pursuant to this franchise or pursuant to any other permit or approval issued in connection with this
franchise.

The Grantee hereby releases, covenants not to bring suit and agrees to indemnify, defend and hold harmless the City, ifs
officers, employees, agents and representatives from any and all claims, costs, judgments, awards or liability to any person,
including claims by the Grantee's own employees to which the Grantee might otherwise be immune under Title 51 RCW,
arising from injury or death of any person or damage o property, monetary losses, including refunds of charges or fees paid by
customers, of which it is alleged or proven that the acts or omissions of the Grantee, its agents, servants, officers or employees
in performing this franchise caused or contributed thereto, including claims arising against the City by virtue of the City's
ownership or control of the rights-of-way or other public properties, by virtue of the Grantee's exercise of the rights granted
herein, including payment of any monies to the City, or by virtue of the City's permitting the Grantee's use of the City's rights-of-
way or other public property, based upon the City's inspection or lack of inspection of work performed by the Grantee, its
agents and servants, officers or employees in connection with work authorized on the City's property or property over which the
City has control, pursuant to this franchise or pursuant to any other permit or approval issued in connection with this franchise.
Inspection or acceptance by the City of any work performed by the Grantee at the time of completion of construction shall not
be grounds for avoidance of any of these covenants of indemnification. Said indemnification obligations shall extend to claims
which are not reduced to a suit and any claims which may be compromised prior to the culmination of any litigation or the
institution of any litigation.

In the event that the Grantee refuses the tender of defense in any suit or any claim, said tender having been made pursuantto
the indemnification clauses contained herein, and said refusal is subsequently determined by a court having jurisdiction (or
such other tribunal that the parties shall agree to decide the matter), to have been a wrongful refusal on the part of the Grantee,
then the Grantee shall pay all of the City's costs for defense of the action, including all reasonable expert witness fees and

reasonable attorneys' fees and the reasonable costs of the City, including reasonable attorneys' fees of recovering under this
indemnification clause.



in the event of liability for damages arising out of bodily injury to persons or damages to property caused by or resulting from
the concurrent negligence of the Grantee and the City, its officers, employees and agents, the Grantee's liability hereunder
shall be only to the extent of the Grantee's negligence unless otherwise provided by law. Itis further specifically and expressly
understood that the indemnification provided herein constitutes the Grantee's waiver of immunity under Title 51 RCW, solely
for the purposes of this indemnification. This waiver has been mutually negotiated by the parties.

The provisions of this Section shall survive the expiration or termination of this franchise agreement.

Section 14. Insurance. Grantee is currently self insured and has excess insurance coverage for potential liability in excess of
its self insured retention amounts. To the extent that Grantee is legally obligated by this franchise, Grantee=s self insurance
fund and/or insurance policies shall provide adequate protection o City in amounts equivalent to the levels set forth
hereinbelow. Grantee=s general comprehensive liability policy which includes automobile liability coverage (if such a policy
continues to be obtained), shall have an endorsement naming City and its officers and employees as additional insureds for
their actions pursuant to this franchise.

The amounts of insurance coverage that the grantee shall maintain, whether by self insurance or insurance policies shall not
be the equivalent of less than the following:

A. Automobile Liability insurance with limits no less than $1,000,000 Combined Single Limit per accident for bodily injury and
property damage; and

B. Commercial General Liability insurance, writien on an occurrence basis with limits no less than $1,000,000 combined single
limit per occurrence and $2,000,000 aggregate for personal injury, bodily injury and property damage. Coverage shall include
but not be limited to: blanket contractual; products/completed operations; broad form property damage; explosion, collapse and
underground (XCU); and employer's liability. '

Any deductibles or self-insured retentions must be declared to and approved by the Gity. Payment of deductible or self-insured
retention shall be the sole responsibility of the Graniee. ’

Any insurance policy(ies) obtained by the Grantee to comply herewith shall name the City (its officers, employees and
volunteers,) as an additional insured with regard to activities performed by or on behalf of the Grantee. The coverage shall
contain no special limitations on the scope of protection afforded to the City, its officers, officials, employees or volunteers. In
addition, the insurance policy shall contain a clause stating that coverage shall apply separately to each insured against whom
claim is made or suit is brought, except with respect to the limits of the insurer's liability. The Grantee's insurance shall be
primary insurance with respect to the City, its officers, officials, employees and volunteers. Any insurance policy or policies
obtained by the Grantee to comply with this clause shall be endorsed to state that coverage shall not be suspended, voided,
canceled by either party, reduced in coverage or in limits except after thirty (30) days' prior written notice by certified mail, return
receipt requested, has been given to the City.

Any failure to comply with the insurance reporting provisions of the policies required herein shall not affect coverage provided
to the City, its officers, officials, employees or volunteers.

Section 15. Abandonment of the Grantee's Facilities. Except for underground conduit or wires, no electrical system
facility located within the public right-of-way by the Grantee may be abandoned by the Grantee without the express
written consent of the City. Any plan for abandonment or removal of the Grantee's facilities must be first approved by
the Public Works Director, and all necessary permits must be obtained prior to such work. The provisions of this
Section shall survive the expiration, revocation or termination of this franchise agreement. Underground conduit or
wires may be left in place and abandoned by Grantee.

Except for underground conduit or wires, no electrical system facility located within the public right-of-way by the Grantee may
be abandoned by the Grantee without the express written consent of the City. Any plan for abandonment or removal of the
Grantee's facilities must be first approved by the Public Works Director, and all necessary permits must be obtained prior to
such work. The provisions of this Section shall survive the expiration, revocation or termination of this franchise agreement.
Underground condulit or wires may be left in place and abandoned by Grantee.



S_ection 16. Street Vacations. City may have occasion to vacate certain streets, public ways or areas that have Grantee=s
h.nes and facil'!ties located thereon. City agrees to exert reasonable good faith efforts to reserve an easement for Grantee=s
lines and facilities when a street, public way or area is vacated. If it is not feasible for City to reserve an easement for

Grantee=s line(s) and facilities, the proponents of the vacation shall be required (by City) as part of land use or other permitting
approvals, to reimburse Grantee all costs to relocate said line(s) and facilities.

Section 17. Modification. The City and the Grantee hereby reserve the right to alter, amend or modify the terms and
conditions of this franchise upon writien agreement of both parties to such alteration, amendment or modification.

The City and the Grantee hereby reserve the right to alter, amend or modify the terms and conditions of this franchise upon
written agreement of both parties to such alteration, amendment or modification.

Section 18. Exercise of City Authority. The parties acknowledge that the City has authority to operate its own electric utility
and also has authority to contract with other public or private entities for the purchase of electrical energy. Grantee's long range
planning would be improved, and its rate structure stabilized if the City did not elect to exercise its authority in the service area
of the Grantee. Therefore, Grantee agrees that for and in consideration of the City not exercising its authority to operate its own
electric utility in the service area served by Grantee, or not contracting with other public or private entities for the purchase of
electrical energy in said service area, and the other factors of consideration set forth in Section 4 of this agreement, Grantee
shall pay to the City an annual fee in the amount of $80,000 for 1998, provided that the total payment to the City shail not
exceed one percent (1%) of the total gross revenues Grantee received during the prior year from Grantee=s electric utility
service customers served from Grantee=s electric utility system located within City=s street rights-of-way; in the amount of '
$170,000 for 1999, provided that the total payment to the City shall not exceed two percent (2%) of such total gross revenues
received during the prior year; in the amount of $265,000 for 2000, provided that the total payment to the City shall not exceed
three percent (3%) of such total gross revenues received during the prior year; in the amount of $370,000 for 2001, provided
that the total payment to the City shall not exceed four percent (4%) of such total gross revenues received during the prior year,
in the amount of $480,000 for 2002, provided that the total payment to the City shall not exceed five percent (5%) of such total
gross revenues received during the prior year; in the amount of $595,000 for 2003 and each year thereafter provided that the
amount thereof shall be adjusted annually thereafter by an amount equal to the percentage of the difference in the Grantee=s
annual gross revenues derived from the franchise area as indicated in the two most recent financial reports, and further
provided that the total payment to the City shall not exceed six percent (6%) of the total gross revenues Grantee received
during the prior year from Grantee=s electric utility service customers served from Grantee=s electric utility system located
within City=s street rights-of-way. The payments to the City shall be made quarterly, in four equal payments each year, on or
before March 31, June 30, September 30, and December 31 of each year during the term hereof. Itis provided, however, that
absent any federal, state or other governmental laws or regulations to the contrary, such payments made by the Grantee to the
City shall not result in a surcharge to customers in the City of Lakewood. ltis further provided that nothing herein shall be
deemed to impair the authority of the City to exercise its governmental powers, '

Section 19. Forfeiture and Revocation. If the Grantee willfully violates or fails to comply with any of the provisions of
this franchise, or through wiliful misconduct or gross negligence fails to heed or comply with any notice given the
Grantee by the City under the provisions of this franchise, then the Grantee shall, at the election of the Lakewood City
Council, forfeit all rights conferred héreunder and this franchise may be revoked or annulled by the Council after a
hearing held upon reasonable notice to the Grantee. The City may elect, in lieu of the above and without any prejudice
to any of its other legal rights and remedies, to obtain an order from the superior court having jurisdiction compelling
the Grantee to comply with the provisions of this Ordinance and to recover damages and costs incurred by the City by
reason of the Grantee's failure to comply.

It the Grantee willfully violates or fails to comply with any of the provisions of this franchise, or through willful misconduct or
gross negligence fails to heed or comply with any notice given the Grantee by the City under the provisions of this franchise,
then the Grantee shall, at the election of the Lakewood City Council, forfeit all rights conferred hereunder and this franchise
may be revoked or annulled by the Council after a hearing held upon reasonable notice to the Grantee. The City may elect, in
lieu of the above and without any prejudice to any of its other legal rights and remedies, to obtain an order from the superior
court having jurisdiction compeliing the Grantee to comply with the provisions of this Ordinance and to recover damages and
costs incurred by the City by reason of the Grantee's failure to comply.



Section 20. Remedies to Enforce Compliance. In addition to any other remedy provided herein, the City reserves the
right to pursue any remedy to compel or force the Grantee and/or its successors and assigns to comply with the terms
hereof, and the pursuit of any right or remedy by the City shall not prevent the City from thereafter declaring a
forfeiture or revocation for breach of the conditions herein.

In addition to any other remedy provided herein, the City reserves the right to pursue any remedy to compel or force the .
Grantee and/or its successors and assigns to comply with the terms hereof, and the pursuit of any right or remedy by the City
shall not prevent the City from thereafter declaring a forfeiture or revocation for breach of the conditions herein.

Section 21, City Ordinances and Regulations. Nothing herein shall be deemed to direct or restrict the City's ability to
adopt and enforce all necessary and appropriate ordinances regulating the performance of the conditions of this
franchise, including any valid ordinance made in the exercise of its police powers in the interest of public safety and
for the welfare of the public. The City shall have the authority at all times to control by approptiate regulations the
location, elevation, manner of construction and maintenance of any facilities by the Grantee, and the Grantee shall
promptly conform with all such regulations, unless compliance would cause the Grantee to violate other requirements
of law.

Nothing herein shall be deemed to direct or restrict the City's ability to adopt and enforce all necessary and appropriate
-ordinances regulating the performance of the conditions of this franchise, inciuding any valid ordinance made in the exercise of
its police powers in the interest of public safety and for the welfare of the public. The City shall have the authority at all times to

control by appropriate regulations the location, elevation, manner of construction and maintenance of any facilites by the
Grantee, and the Grantee shall promptly conform with all such regulations, unless compliance would cause the Grantee to
violate other requirements of law.

Section 22. Cost of Publication. The cost of the publication of this Ordinance shall be borne by the Grantee.

The cost of the publication of this Ordinance shall be borne by the Grantee.

Section 23. Acceptance. Within sixty days after the passage and approval of this Ordinance, this franchise may be
accepted by the Grantee by its filing with the City Clerk an unconditional written acceptance thereof. Failure of the
Grantee to so accept this franchise within said period of time shall be deemed a rejection thereof by the Grantee, and
the rights and privileges herein granted shall, after the expiration of the sixty day period, absolutely cease and
determine, unless the time period is extended by ordinance duly passed for that purpose.

Within sixty days after the passage and approval of this Ordinance, this franchise may be accepted by the Grantee by its filing
with the City Clerk an unconditional written acceptance thereof. Failure of the Grantee to so accept this franchise within said
period of time shall be deemed a rejection thereof by the Grantee, and the rights and privileges herein granted shall, after the
expiration of the sixty day period, absolutely cease and determine, unless the time period is extended by ordinance duly
passed for that purpose.

_ Section 24, Survival. All of the provisions, conditions and requirements of [Sections 3, Relocation of Electrical
Transmission Facilities; 10, Dangerous Conditions; 13, Indemnification; and 15, Abandonment of the Grantee's
Facilities, of this franchise shall be in addition to any and all other obligations and liabilities the Grantee may have to
the City at common law, by statute, or by contract, and shall survive the City's franchise to the Grantee for the use of
the areas mentioned in Section 1 herein, and any renewals or extensions thereof (however, such survival period
extends only through the applicable statute of limitations period). All of the provisions, conditions, regulations and
requirements contained in this franchise Ordinance shall further be binding upon the heirs, successors, executors,
administrators, legal representatives and assigns of the Grantee and all privileges, as well as all obligations and
liabilities of the Grantee shall inure to its heirs, successors and assigns equally as if they were specifically mentioned
wherever the Grantee is hamed herein.



Al of the provisions, conditions and requirements of [Sections 3, Relocation of Electrical Transmission Facilities; 10,
Dangerous Conditions; 13, Indemnification; and 15, Abandonment of the Grantee's Facilities, of this franchise shall bein
addition to any and all other obligations and liabilities the Grantee may have to the City at common law, by statute, or by
contract, and shall survive the City's franchise to the Grantee for the use of the areas mentioned in Section 1 hetein, and any
renewals or extensions thereof (however, such survival period extends only through the applicable statute of limitations
period). All of the provisions, conditions, regulations and requirements contained in this franchise Ordinance shall further be
binding upon the heirs, successors, executors, administrators, legal representatives and assigns of the Grantee and all
privileges, as well as all obligations and liabilities of the Grantee shall inure to its heirs, successors and assigns equally as if
they were specifically mentioned wherever the Grantee is named herein.

Section 25. Severability. If any section, sentence, clause or phrase of this Ordinance should be held to be invalid or
unconstitutional by a court of competent jurisdiction, such invalidity or unconstitutionality shall not affect the validity
or constitutionality of any other section, sentence, clause or phrase of this franchise Ordinance. In the event that any
of the provisions of this franchise are held to be invalid by a court of competent jurisdiction, the City reserves the right

to reconsider the grant of this franchise and may amend, repeal, add, replace or modify any other provision of this
franchise, or may terminate this franchise.

If any section, sentence, clause or phrase of this Ordinance should be held to be invalid or unconstitutional by a court of
competent jurisdiction, such invalidity or unconstitutionality shall not affect the validity or constitutionality of any other section,
sentence, clause or phrase of this franchise Ordinance. In the event that any of the provisions of this franchise are held to be
invalid by a court of competent jurisdiction, the City reserves the right to reconsider the grant of this franchise and may amend,
repeal, add, replace or modify any other provision of this franchise, or may terminate this franchise.

Section 26. Assignment. This agreement may not be assigned or transferred without the written approval of the City, except
the Grantee may freely assign this Agreement in whole or in part to a parent, subsidiary, or affiliated corporation or as partof
any corporate financing, reorganization or refinancing and provided that the City=s approval shall not be unreasonably
withheld. In the case of transfer or assignment as security by mortgage or other security instrument in whole orin part to secure
indebtedness, such consent shall not be required unless and until the secured party elects to realize upon the collateral. The
Grantee shall provide prompt, written notice to the City of any such assignment.

Section 27. Notice. Any notice or information required or permitted to be given to the parties under this franchise
agreement may be sent to the following addresses unless otherwise specified:

Any notice or information required or permitted to be given to the parties under this franchise agreement may be sentto the
following addresses unless otherwise specified: : )

To City: To Grantee:
City of Lakewood Tacoma Public Utilities
10510 Gravelly Lake Drive, S.W. #206 3628 South 35th Street

Lakewood, WA 98499-5013 Tacoma, WA 98409-3115

Section 28. Effective Date. This Ordinance has first been submitted to the Lakewood City Attorney; granted an approving vote
of at least a majority of the City Council at a regular meeting after initial introduction on September 2, 1997, and been
published in summary atleast once in a newspaper of general circulation in the City of Lakewood prior to its adoption.



This franchise ordinance shall be effective thirty (30) days after execution and upon publication of the Ordinance Summary,
and pursuant to RCW 80.32.040 is subject to referendum under the general laws of this state.

ADOPTED by the City Council this 15th day of September, 1997.

CITY OF LAKEWOQOD

Bill Harrison, Mayor

Attest:

Alice M. Bush, CMC, City Clerk

Approved as to Form:

Daniel B. Heid, City Attorney



RESOLUTION NO. U-10946

3 || A RESOLUTION related to Tacoma Power; authorizing acceptance of a 20-year
franchise extension granted by the City of University Place.

WHEREAS the City of Tacoma, Department of Public Utilities Light
6 Division (d.b.a. Tacoma Power), recommends approval of a 20-year franchise

7 || extension with the City of University Place (“UP"), and

8 WHEREAS the franchise covers all of UP and includes desirable terms
91l related to project coordination and

o WHEREAS the administrative fee, assessed in lieu of permit and

1; processing fees, remains unchanged, and

i3 WHEREAS, on July 17, 2017, the City Council of the City of University

14 || Place passed the terms of the franchise by Ordinance No. 630, and now

15 || requires acceptance by Tacoma Power to become a binding agreement, Now,

16 || Therefore,

17 BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:
18 That the franchise extension granted to Tacoma Power by the Council of
;9 the City of University Place, pursuant to Ordinance No. 690, is hereby

2(1) approved, and the Power Superintendent is authorized to execute such

o || documents as necessary to accept such extension.

23 || Approved as to form and legality:

A, - Chair
25 fi-Chief Deputy City Attorney Secretary
26
Adopted
Clerk

1
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Request for Board meeting

of August 9, 2017

CITY OF TACOMA
DEPARTMENT OF PUBLIC UTILITIES

REQUEST FOR RESOLUTION Date: July 28, 2017

INSTRUCTIONS: File request in the Office of the Director of Utilities as soon as possible but not later than nine working days prior to the
Board meeting at which it is to be introduced. Completion instructions are contained in Administrative Policy POL-104.

1. Summary title for Utility Board agenda: (not to exceed twenty-five words)

Authorization for Tacoma Power to accept franchise extension granted by the City of University Place

2. Aresolution is requested to: (brief description of action to be taken, by whom, where, cost, etc.)

The City of University Place has granted to Tacoma Power a 20-year franchise extension to allow
continued operation within its jurisdiction. We requested an extension because current franchise terms
have served us well and will continue to in the future. The franchise includes desirable project
coordination terms and does not include permit fees, franchise fees, or processing fees. The franchise
administrative fee is unchanged with this extension.

3.  Summarized reason for resolution:

It is necessary for Tacoma Power to obtain a franchise from the City of University Place in order to
continue to operate within University Place boundaries. The attached 20-year franchise extension
(ordinance) was passed by the City Council of the City of University Place on July 17, 2017 and requires
acceptance by Tacoma Power to become an agreement.

4. Attachments:

a. Memo to William A. Gaines, Director of Utilities/CEO from Chris Robinson, Power
Superintendent, dated July 28, 2017

b. Franchise extension granted to Tacoma Power by the City of University Place (University Place
Ordinance 690)

c. University Place Franchise (University Place Ordinance 165)

5. [X] Funds available

[] Proposed action has no budgetary impact

6. Deviations requiring special waivers:

)
Originated by: Requested by; Approved: - s
g y q ’ /j;/ )y
‘ L/ P
“ == fir Dolores Steveman _ ( 4. : p U
- Section Head Division Head ' Director of Utilities

Documentt




TACOMA POWER

TACOMA PUBLIC UTILITIES

DATE: July 28, 2017
TO: William A. Gaines, Director of Utilities/CEO
FROM: ~ Chris Robinson, Power Superintendent 4’?4

SUBJECT: Authorization to Accept Franchise Extension Granted by the City of
University Place to Tacoma Power

RECOMMENDATION

Tacoma Powér requested and University Place has granted a 20-year extension of our
franchise to operate within its jurisdiction. Tacoma Power recommends that the Public Utility
Board authorize acceptance of this franchise extension.

BACKGROUND

- Tacoma Power’s franchise with University Place is coming to the end of its 20-year term. The
franchise has served us well and we believe it will continue to in the future.

Favorable terms include:
e Strong utility coordination provisions
e No permit fees
¢ No processing fees
¢ No franchise fees

The franchise administrative fee is unchanged with this extension.
We believe the extension is practical, efficient and reflective of a good working relationship with

the City of University Place. This franchise extension will result in ongoing coordination and
ability to serve our customers within University Place.



FUNDING

Funds for the franchise administrative fee are collected through power rates and are available in
Tacoma Power’s budget.

SUMMARY

It is necessary for Tacoma Power to obtain a franchise from the City of University Place in order
to continue to operate within University Place boundaries. This franchise extension was passed
by the City Council of the City of University Place on July 17, 2017 Ordinance NO. 690 and
requires acceptance by Tacoma Power to become an agreement.

Your approval is requested to submit this franchise to the Public Utility Board for consideration
in authorizing acceptance.

APPROVED:

William A. Gaines
Director of Utilities/CEO



ORDINANCE NO. 690

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF UNIVERSITY PLACE,
WASHINGTON, GRANTING A TWENTY-YEAR EXTENSION OF ORDINANCE NO. 165,
THE CITY'S NONEXCLUSIVE FRANCHISE TO THE CITY OF TACOMA DEPARTMENT
OF PUBLIC UTILITIES, LIGHT DIVISION

WHEREAS, on September 15, 1997, the City Council passed Ordinance No. 165, which authorized
City of Tacoma Department of Public Utilities, Light Division (TPU-Light), to construct, maintain, operate,
replace and repair an electrical light and power system, in, across, over, along, under, through and below
certain designated public rights-of-way of the City of University Place for a twenty-year period; and

WHEREAS, TPU-Light's franchise will expire on October 15, 2017; and
WHEREAS, TPU-Light has requested a twenty-year extension of the Franchise Agreement; and

WHEREAS, it would be in the residents’ best interest to extend TPU-Light's franchise for a period
of twenty (20) years;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF UNIVERSITY PLACE DOES
ORDAIN AS FOLLOWS:

Section 1. Extension Granted. The Franchise Agreement with City of Tacoma Department of
Public Utilities, Light Division, approved by Ordinance No. 165, is hereby extended for twenty (20} years
from the effective date of this Ordinance.

Section 2. Full force and Effect. With the exception of the extension of the term set forth in
Section 1 of the Franchise Agreement with City of Tacoma Department of Public Utilities, Light Division, all
other terms, conditions, rights and responsibilities contained in said Agreement remain in full force and
effect.

Section 3. Severability. If any one or more sections, subsections or sentences of this ordinance
are held to be unconstitutional or invalid, such decision shall not affect the validity of the remaining portion
of this ordinance and the same shall remain in fult force and effect.

Section 4. Effective date. This Ordinance shall take effect five days after publication.

PASSED BY THE CITY COUNCIL ON JULY 17, 2017.

lit ig{City Clerk
\_(Ia_la!}eneta? ity Cler

TO FORM:

Matthew S. Kaser, City Attorney

Published: 07/19/17
Effective Date: 07/24/17

MAORDA201 7A690\TPU Light Division Nonexclusive Franchise Exiension
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Ordinance Number 165

Ordinance Subjet_:t Granting 20 Year Electrical Franchise
Date Adopted 9/15/1997

Repealed By

Amended By 690

Ordinance

ORDINANCE NO. 165

AN ORDINANCE OF THE CITY OF UNIVERSITY PLACE,
WASHINGTON, GRANTING UNTO THE CITY OF TACOMA
DEPARTMENT OF PUBLIC UTILITIES, LIGHT DIVISION, A
MUNICIPAL CORPORATION, ITS SUCCESSORS AND ASSIGNS, THE
RIGHT, PRIVILEGE, AUTHORITY AND NONEXCLUSIVE FRANCHISE
FOR TWENTY YEARS, TO CONSTRUCT, MAINTAIN, OPERATE,
REPLACE AND REPAIR AN ELECTRICAL LIGHT AND POWER
SYSTEM, IN, ACROSS, OVER, ALONG, UNDER, THROUGH AND
BELOW CERTAIN DESIGNATED PUBLIC RIGHTS-OF-WAY OF THE
CITY OF UNIVERSITY PLACE, WASHINGTON.

WHEREAS, the City of Tacoma Department of Public Utilities, Light
Division has requested that the City Council grant it a
nonexclusive franchise; and

WHEREAS, the City Council has the authority to grant franchises
for the use of its streets and other public properties (RCW
35A.47.040); NOW, THEREFORE,

THE CITY COUNCIL OF THE CITY OF UNIVERSITY PLACE,
WASHINGTON, DOES ORDAIN AS FOLLOWS:

Section 1. Franchise Granted. Pursuant to RCW 35A.47.040,
the City of University Place, a Washington municipal corporation
(hereinafter the "City"), hereby grants to City of Tacoma,
Department of Public Utilities, Light Division, a municipal
corporation organized under the laws of the State of Washington
(hereinafter "Grantee"), its heirs, successors, legal representatives
and assigns, subject to the terms and conditions hereinafter set
forth, a franchise for a period of 20 years, beginning on the
effective date of this ordinance.

Grantee and City may agree to extend the term of this franchise
on substantially the same terms and conditions as set forth herein

http://cer.cityofup.com/Lists/Ordinances/DispForm.aspx?ID=1107 7/28/2017
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for up to two extensions of five years per extension.

This franchise grants the Grantee the right, privilege and authority
to construct, operate, maintain, replace, and use all necessary
equipment and facilities including communication infrastructure
therefor for an electric utility system, in, under, on, across, over,
through, along or below the public right-of-ways and public places
located in the City of University Place, as approved under City
permits issued pursuant to this franchise.

For the purposes of the franchise the following words and phrases
shall have the following meaning: -

“electric utility system” means all plant, facilities, equipment,
wires, conduit, meters, communication infrastructure, generation
equipment, transmission and distribution poles as may be
necessary to provide electric utility service for customers. It does
not include accessory or energy services, including but not limited
to technical energy usage assistance, and (non-traditional)
business activities such as telecommunications including cable
television, or other business activities.

“electric utility service” means all actions directly related to
providing electric power and energy to customers for lighting,
appliances, fixtures, space heating and cooling, water heating and
other energy uses. It does not include accessory or energy
services, including but not limited to technical energy usage
assistance, and (non-traditional) business activities such as
information services, appliances, and telecommunications
including cable television, or other business activities.

“gross revenue” means money or funds received by reason of
transaction of electric utility service business including sales of
electric power and energy to customers. Gross revenue does not
include: (a) uncollected amounts; (b) amounts received from
condemnation award or condemnation settlement; (c) amounts
received as compensation or reimbursement of damages to or
protection of any property of Grantee; (d) amounts received as
compensation for or in aid to construction; (e) discounts, returns,
allowances and repossessions; and {f) amounts received for street

light maintenance and operation.

Section 2. Non-Exclusive Franchise Grant. This franchise is
granted upon the express condition that it shall not in any manner
prevent the City from granting other or further franchises in,
along, over, through, under, below or across any of said right-of-
ways, streets, avenues or all other public lands and properties of
every type and description. Such franchise shall in no way
prevent or prohibit the City from using any of said roads, streets
or other public properties or affect its jurisdiction over them or
any part of them, and the City shall retain power to make all
necessary changes, relocations, repairs, maintenance,
establishment, improvement, dedication of same as the City may
deem fit, including the dedication, establishment, maintenance,
and improvement of all new rights-of-ways, thoroughfares and
other public properties of every type and description. It is
provided, however, City agrees not to compete with Grantee as an
electric utility system or provider of electric utility service in the
current service area of the Grantee during the period of this
franchise.

Section 3. Relocation of Electrical Transmission Facilities.
The Grantee agrees and covenants at its sole cost and expense,

http://cer.cityofup.com/Lists/Ordinances/DispForm.aspx?1D=1107 7/28/2017
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to protect, support, temporarily disconnect, relocate or remove
from any street, any component of its electric utility system when
so required by the City by reason of traffic conditions or public
safety, dedications of new rights-of-way and the establishment
and improvement thereof, widening and improvement of existing
rights-of-way, street vacations, freeway construction, change or
establishment of street grade, or the construction of any public
improvement or structure by the City, provided that the Grantee
shall in all such cases have the privilege to temporarily bypass, in
the authorized portion of the same street upon approval by the
City, any section of electrical line or facility required to be
temporarily disconnected or removed. The provisions of this
section shall not be applicable if the relocation need results from a
private development, use or activity.
If the City determines that the project necessitates the relocation
of the Grantee's then existing facilities, the City shall:
At least ninety (90) days prior to commencement of construction
of such improvement project, provide the Grantee with written
notice and plans.requiring such. relocation, unless another time
period for the notice is agreed to by the parties for a particular
project.
Provide the Grantee with copies of pertinent portions of the plans
and specifications for such improvement project and a proposed
location for the Grantee's facilities so that the Grantee may
relocate its facilities in other City right-of-way in order to
accommodate such improvement project. After receipt of such
notice and such plans and specifications, the Grantee shall
complete relocation of its facilities at no charge or expense to the
City (except as hereinafter provided) so as to accommodate the
improvement project construction schedule. '
The Grantee may, after receipt of written notice requesting a
relocation of its facilities, submit to the City written alternatives to
such relocation. The City shall evaluate such alternatives and
advise the Grantee in writing if one or more of the alternatives is
suitable to accommodate the work which would otherwise
necessitate relocation of the facilities. If so requested by the City,
the Grantee shall submit additional information to assist the City
in making such evaluation. The City shall give each alternative
proposed by the Grantee full and fair consideration. In the event
the City ultimately determines that there is no other reasonable
alternative, the Grantee shall relocate its facilities as otherwise
provided in this Section. Provided, however, the parties agree to
- exercise good faith, reasonable and timely decision making
especially when issues arise in the field pertaining to relocations.
The provisions of this Section shall survive the expiration or
termination of this franchise agreement.
The provisions of this Section shall in no manner preclude or
restrict the Grantee from making any arrangements it may deem
appropriate when responding to a request for relocation of its
facilities by any person or entity other than the City, where the
facilities to be constructed by said person or entity are not or will
not become City-owned, operated or maintained facilities,
provided that such arrangements do not unduly delay a City
construction project. The City on occasion will be constructing,
reconstructing and/or relocating roads, streets, public ways, areas
or facilities within the right-of-way or property which will require
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Grantee to install and/or relocate part of its electric utility system.
Grantee will be relying on the alignment, lines and grades as set
forth in City’s approval plans wherein Grantee thereafter
constructs or reconstructs its electric utility system in accordance
with City’s requirements and City standards. Therefore, if City
thereafter again adjusts and/or revises the alignment, line or
grade for a road, street, public way or area, before this part of the
Grantee's electric utility system has been in place for fifteen (15)
years (commencing with the initial City revision), then City agrees
to reimburse Grantee a pro rata share of the total relocation costs
based on fifteen (15) year life expectancy for the portion of
Grantee’s electric utility system that is affected by the City
revision unless differently agreed to in writing by City and Grantee
at the time of the installation or relocation.

City recognizes and acknowledges that Grantee owns utility poles
and other parts of its electric utility system that may on occasion
be of special benefit to certain customers. City also recognizes
that Grantee has the right to require an additional charge for the
privilege and special use of its electric utility system including its
poles. Grantee agrees to allow the City to apply temporary -
banners and decorations to Grantee's poles at no charge so long
as it does not impede use of Grantee’s poles by Grantee, and is
consistent with all appropriate safety regulations.

Section 4. Consideration For Agreement. (a) The
consideration for this agreement includes, but is not limited to,
the mutual and individual benefits of this agreement that allow
each of the parties the ability to make long term planning
decisions in light of the provisions set forth herein, the waiver of
permit fees after the first three years of this agreement, as
provided in Section 11 of this agreement, the non-competition
provisions as provided in Section 18 of this agreement, and any
fees that may be charged pursuant to RCW 35.21.860(b).

(b) 1If the City grants to any other energy provider a franchise or
allows any other energy provider to operate under terms that are
over-all more favorable to the other energy provider than those
set forth herein, Grantee shall have the right to renegotiate the
provisions of this franchise that Grantee believes are over-all less
favorable to it than those authorized or allowed to said energy
provider. Provided, however, Grantee may not exercise this
above re-negotiation right for a period of two years from the
effective date of this franchise. Grantee shall also have the right
to renegotiate the provisions of this franchise that are affected by
a substantial change in state or federal law that would allow the
City the opportunity to tax and assess additional revenue from the
Grantee's operations within the corporate boundaries of the City.
In the case where the parties do not agree on the renegotiation or
identification of affected provisions of this franchise, the parties
agree to a binding arbitration process as follows: Each of the
parties shall select an arbitrator, and the two arbitrators shall
select a third arbitrator. If the two arbitrators are unable to select
a third arbitrator, the third arbitrator shall be selected by the
Presiding Judge of the Pierce County Superior Court. In
accordance with the procedures of Chapter 7.04 of the Revised
Code of Washington, the panel of three arbitrators shall review the
evidence and authorities presented by the parties and hear the
argument of the parties, and thereafter decide the issue(s)
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presented for arbitration. The arbitrators shall be authorized to
require each party to provide to the other reasonable discovery.
The arbitrators shall render their decision based upon their
interpretation of the provisions of this franchise agreement. The
arbitrators are not empowered to modify or amend the text of this
franchise agreement. The parties agree to be bound by the
decisions of the panel of arbitrators as to the identification of
affected provisions of this franchise and/or the re-negotiation
thereof. : .

If there is a substantial change in the law or circumstances
beyond the contro! of a party hereto that substantially adversely
affects said party, then said party may re-open this agreement to
address the terms affected by the change in the law or
circumstances, and the parties agree to negotiate in good faith to
address said concerns and to accomplish the original intent of
both parties.

Section 5. Undergrounding of Facilities. In any area of the
City in which there are no aerial facilities, or in any area in which

R telephone, electric power wires and cables have been placed
underground, the Grantee shall not be permitted to erect poles or
to run or suspend wires, cables or other facilities thereon, but
shall lay such wires, cables or other facilities underground in the
manner required by the City. Provided that except for high voltage
lines, the electric service and distribution lines to new construction
in areas that are to be served by the Grantee and that were not
previously served by the Grantee shall be undergrounded. '
(1) Whenever the City may desire the undergrounding of the
aerial utilities in an area of the City, the Grantee agrees to
cooperate with the City in City's proposal to create a Local
Improvement District (L.I.D.). as follows:
(a) Seventy percent (70%) of the total actual cost of converting
the existing overhead primary electrical distribution system (i.e.
15 KV and less) to underground shall be provided from
assessments against the property owners within the L.I.D.
Assessments will be in accordance with applicable law;
(b) Thirty percent (30%) of the total actual cost of converting the
existing overhead primary electrical distribution system to
underground shall be provided for by the Grantee;
(c) Any charges made against the L.I.D. for undergrounding other
than the electrical distribution system covered under this franchise
(i.e. secondary services, telephone, fire alarm, cable TV, and
street lighting circuits) will not be included when determining the
amount to be paid by the Grantee;
(d) Conversion of the secondary electrical service on private
property is not to be included in the computation of the allocation
of payments to be made by the Grantee in the L.I.D. The
customer must supply and install the secondary conductor and
conduit from the meter to the secondary service box located near
the property line;
(e) For the purposes hereof, L.I.D. includes other mutually
agreed to methods to finance undergrounding of aerial facilities, in
addition to local improvement district financing pursuant to RCW
35.43 et. seq.
(2) Whenever the City may desire the undergrounding of the
aerial utilities in an area of the City in conjunction with a Public
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Works Improvement Project (street widening, sewer installation,
curb and sidewalk installation, street lighting, traffic signal, etc.)
and more than 50% of these aerial facilities are in conflict with the
Public Works Improvement Project, the Grantee agrees to
cooperate with the City with City's proposal to underground the
aerial facilities as follows:
(a) Fifty percent (50%) of the total actual cost of converting the
existing overhead primary electrical distribution system to
underground shall be provided by the City. (Total actual cost shall
include trenching, vaults, conduit, cable, switch gears,
transformers, restoration, etc.)
(b) Fifty percent (50%) of the total actual cost of converting the
existing overhead electrical distribution system covered under this
" franchise to underground shall be provided by the Grantee.
(Total actual cost shall include trenching, vaults, conduit, cable,

switch gears, transformers, restoration, etc.)

(c) Any charges made against the project for undergrounding the
secondary services, telephone, fire alarm, cable TV, and street
lighting circuits will not be included when determining the amount
to be paid by the Grantee.

(d) Conversion of the secondary electrical service on private
property is not included in the project. The customer must supply
and install the secondary conductor and conduit from the meter to
the secondary service box. '

If in the event that insufficient right-of-way is available to allow
relocation of the Grantee's existing aerial.system due to the
requirements for a City Public Works Project, and undergrounding
is therefore required, all of the above provisions (Subsection (2)
(a) - (d)) shall apply.

Notwithstanding anything to the contrary in this section, this
Section 5 shall not apply to high voltage lines of greater than 15
KV.

Section 6. The Grantee's Maps, Records and Plans. After
construction is complete, and at a reasonable time thereafter, the
Grantee shall provide to the City upon request and at no cost, a
copy of all as-built plans, maps and records.

Section 7. Excavations. During any period of relocation,
construction or maintenance, all surface structures, if any, shall be
erected and used in such places and positions within said public
right-of-ways and other public properties so as to interfere as little
as practicable with the free passage of traffic and the free use of
adjoining property, and the Grantee shall at all times post and
maintain proper barricades and comply with all applicable safety
regulations during such period of construction as required by the
ordinances of the City or the laws of the State of Washington.
Whenever the Grantee shall excavate in any public right-of-way or
other public property for the purpose of installation, construction,
repair, maintenance or relocation of its cable or equipment, it shall
apply to the City for a permit to do so and upon obtaining a permit
shall give the City at least twenty-four (24) hours notice during
the normal work week of the Grantee's intent to commence work
in the public right-of-way. In no case shall any work commence
within any public right-of-way or other public property without a
permit, except as otherwise provided in this franchise ordinance.
During the progress of the work, the Grantee shall not
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unnecessarily obstruct the passage or proper use of the right-of-
way, and shall file as-built plans or maps with the City showing
the proposed and final location of its facilities.

If either the City or the Grantee shall at any time plan to make
excavations in any area covered by this franchise and as described
in this Section, the party planning such excavation shall afford the
other, upon receipt of a written request to do so, an opportunity
to share such excavation, PROVIDED THAT:

(A) Such joint use shall not unreasonably delay the work of the
party causing the excavation to be made; ‘

(B) Such joint use shall be arranged and accomplished on terms
and conditions satisfactory to both parties; and

(C) Either party may deny such request for safety reasons. The
provisions of this Section shall survive the expiration or
termination of this franchise agreement. ”

Section 8. Restoration after Construction. The Grantee shall,
after abandonment approved under Section 15 herein, or
installation, construction, relocation, maintenance, or repair of
electrical facilities within the franchise area, restore the surface of
the right-of-way or public property to at least the same condition
the property was in immediately prior to any such installation,
construction, relocation, maintenance or repair. The Public Works
Director shall have final approval of the condition of such streets
and public places after restoration. All concrete encased
monuments which have been disturbed or displaced by such work
shall be restored pursuant to all federal, state and local standards
and specifications. The Grantee agrees to promptly complete all
restoration work and to promptly repair any damage caused by
such work to the franchise area or other affected area at its sole
cost-and expense. The provisions of this Section shall survive the
expiration, revocation or termination by other means of this
franchise.

Section 9. Emergency Work -- Permit Waiver. In the
event of any emergency in which any of the Grantee's facilities
located in or under any street, breaks, are damaged, or if the
Grantee's construction area is otherwise in such a condition as to
immediately endanger the property, life, health or safety of any
individual, the Grantee shall immediately take the proper
emergency measures to repair its facilities, to cure or remedy the
dangerous conditions for the protection of property, life, health or
safety of individuals without first applying for and obtaining a
permit as required by this franchise. However, this shall not
relieve the Grantee from the requirement of obtaining any permits

- necessary for this purpose, and the Grantee shall apply for all
such permits not later than the next succeeding day during which
City Hall is open for business.

Section 10. Dangerous Conditions, Authority for City to
Abate. Whenever construction, installation or excavation of
facilities authorized by this franchise has caused or contributed to
a condition that appears to substantially impair the lateral support
of the adjoining street or public place, or endangers the public, an
adjoining public place, street utilities or City property, the Public
Works Director may direct the Grantee, at the Grantee's own
expense, to take actions to protect the public, adjacent public
places, City property or street utilities; and such action may
include compliance within a prescribed time.
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In the event that the Grantee fails or refuses to promptly take the
actions directed by the City, or fails to fully comply with such
directions, or if emergency conditions exist which require
immediate action, the City may enter upon the property and take
such actions as are necessary to protect the public, the adjacent
streets, or street utilities, or to maintain the lateral support
thereof, or actions regarded as necessary safety precautions; and
the Grantee shall be liable to the City for the costs thereof. The
provisions of this Section shall survive the expiration, revocation
or termination of this franchise. Grantee shall relocate, at its cost,
poles or other structures that the City Engineer objectively
determines are located in a place or in a way so as to constitute a
danger to the public.
Section 11. Permits and Fees. ,
Grantee shall be required to obtain all permits from the City
necessary for work in the City and/or in the City’s rights-of-way.
During the first three years of this franchise, Grantee and
contractors of Grantee shall pay for all permit fees associated with
projects of Grantee located within the corporate limits of the City,
pursuant to the applicable City fee schedules, Provided, however,
that permit fees shall be based on actual costs to the City.
Thereafter, in consideration of this agreement, including the
factors set forth in Section 4, and the non-competition fees
provided in Section 18 hereof, Grantee shall not further be subject
to any permit fees associated with Grantee’s activities (except
those undertaken for a private development customer) through
the authority granted in this franchise ordinance or under the laws
of the City.
In addition to the above, the Grantee shall promptly reimburse the
City for any and all costs the City reasonably incurs in response to
any emergency caused by the negligence of the Grantee. City
agrees to process Grantee’s and Grantee’s contractors permits in
the same expeditious manner as other permit applicants’ permits
are processed. Permits may be processed by facsimile or
electronic mail.
Section 12. City's Reservation of Rights. Pursuant to RCW
35.21.860, the City is precluded from imposing a franchise fee on
an electrical energy business, except for administrative expenses
directly related to receiving and approving a permit, and to
inspecting plans and construction.
The City hereby reserves its right to impose a franchise fee on the
Grantee for purposes other than to recover its administrative
expenses, if the Grantee's operations as authorized by this
franchise change so that not all uses of the franchise are those of
an electrical energy business or, if statutory prohibitions on the
imposition of such fees are removed. In either instance, the City
also reserves its right to require that the Grantee obtain a
separate franchise for its change in use, which franchise may
include provisions intended to regulate the Grantee's operations,
as allowed under applicable law.
Section 13. Indemnification. The Grantee hereby reieases,
covenants not to bring suit and agrees to indemnify, defend and
hold harmless the City, its officers, employees, agents and
representatives from any and all claims, costs, judgments, awards
or liability to any person, including claims by the Grantee's own
employees to which the Grantee might otherwise be immune
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under Title 51 RCW, arising from injury or death of any person or
damage to property, monetary losses, inciuding refunds of
charges or fees paid by customers, of which it is alleged or proven
that the acts or omissions of the Grantee, its agents, servants,
officers or employees in performing this franchise caused or
contributed thereto, including claims arising against the City by
virtue of the City's ownership or control of the rights-of-way or
other public properties, by virtue of the Grantee's exercise of the
rights granted herein, including payment of any monies to the
City, or by virtue of the City's permitting the Grantee's use of the
City's rights-of-way or other public property, based upon the
City's inspection or lack of inspection of work performed by the
Grantee, its agents and servants, officers or employees in :
connection with work authorized on the City's property or property
over which the City has control, pursuant to this franchise or
pursuant to any other permit or approval issued in connection with
this franchise.
Inspection or acceptance by the City of any work performed by
the Grantee at the time of completion of construction shall not be .
grounds for avoidance of any of these covenants of
indemnification. Said indemnification obligations shall extend to
claims which are not reduced to a suit and any claims which may
be compromised prior to the culmination of any litigation or the
institution of any litigation.
In the event that the Grantee refuses the tender of defense in any
suit or any claim, said tender having been made pursuant to the
indemnification clauses contained herein, and said refusal is
subsequently determined by a court having jurisdiction (or such
other tribunal that the parties shall agree to decide the matter), to
have been a wrongful refusal on the part of the Grantee, then the
Grantee shall pay all of the City's costs for defense of the action,
including all reasonable expert witness fees and reasonable
attorneys' fees and the reasonable costs of the City, including
reasonable attorneys fees of recovering under this indemnification
clause.
In the event of liability for damages arising out of bodily injury to
persons or damages to property caused by or resulting from the
concurrent negligence of the Grantee and the City, its officers,
employees and agents, the Grantee's liability hereunder shall be
only to the extent of the Grantee's negligence unless otherwise
provided by law. It is further specifically and expressly
understood that the indemnification provided herein constitutes
the Grantee's waiver of immunity under Title 51 RCW, solely for
the purposes of this indemnification. This waiver has been
mutually negotiated by the parties.
The provisions of this Section shall survive the expiration or
termination of this franchise agreement.
Section 14. Insurance. Grantee is currently self insured and
has excess insurance coverage for potential liability in excess of
its self insured retention amounts. To the extent that Grantee is
legally obligated by this franchise, Grantee’s self insurance fund
and/or insurance policies shall provide adequate protection to City
in amounts equivalent to the levels set forth hereinbelow.
Grantee's general comprehensive liability policy which includes
automobile liability coverage (if such a policy continues to be
obtained), shall have an endorsement naming City and its officers
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and employees as additional insureds for their actions pursuant to
this franchise. ‘ '

The amounts of insurance coverage that the grantee shall
maintain, whether by self insurance or insurance policies shall not
be the equivalent of less than the following:

A. Automobile Liability insurance with limits no less than
41,000,000 Combined Single Limit per accident for bodily injury
and property damage; and

B. Commercial General Liability insurance, written on an
occurrence basis with limits no less than $1,000,000 combined
single limit per occurrence and $2,000,000 aggregate for personal
injury, bodily injury and property damage. Coverage shall include
but not be limited to: blanket contractual; products/completed
operations; broad form property damage; explosion, collapse and
underground (XCU); and employer’s liability.

Any deductibles or self-insured retentions must be declared to and
approved by the City. Payment of deductible or self-insured
retention shall be the sole responsibility of the Grantee.

Any insurance policy(ies) obtained by the Grantee to comply
herewith shall name the City (its officers, employees and
volunteers,) as an additional insured with regard to activities
performed by or on behalf of the Grantee. The coverage shall
contain no special limitations on the scope of protection afforded
to the City, its officers, officials, employees or volunteers. In
addition, the insurance policy shall contain a clause stating that
coverage shall apply separately to each insured against whom
claim is made or suit is brought, except with respect to the limits
of the insurer's liability. The Grantee's insurance shall be primary
insurance with respect to the City, its officers, officials, employees
and volunteers. Any insurance policy or policies obtained by the
Grantee to comply with this clause shall be endorsed to state that
coverage shall not be suspended, voided, canceled by either
party, reduced in coverage or in limits except after thirty (30)
days' prior written notice by certified mail, return receipt
requested, has been given to the City,

Any failure to comply with the insurance reporting provisions of
the policies required herein shall not affect coverage provided to
the City, its officers, officials, employees or volunteers.

Section 15. Abandonment of the Grantee's Facilities.
Except for underground conduit or wires, no electrical system
facility located within the public right-of-way by the Grantee may
be abandoned by the Grantee without the express written consent
of the City. Any plan for abandonment or removal of the
Grantee's facilities must be first approved by the Public Works
Director, and all necessary permits must be obtained prior to such
work. The provisions of this Section shall survive the expiration,
revocation or termination of this franchise agreement.
Underground conduit or wires may be left in place and abandoned
by Grantee.

Section 16. Street Vacations. City may have occasion to
vacate certain streets, public ways or areas that have Grantee’s
lines and facilities located thereon. City agrees to exert
reasonable good faith efforts to reserve an easement for Grantee’s
lines and facilities when a street, public way or area is vacated. If
it is not feasible for City to reserve an easement for Grantee's line
(s) and facilities, the proponents of the vacation shall be required
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(by City) as part of land use or other permitting approvals, to
reimburse Grantee all costs to relocate said line(s) and facilities.
Section 17. Modification. The City and the Grantee hereby
reserve the right to alter, amend or modify the terms and
conditions of this franchise upon written agreement of both parties
to such aiteration, amendment or modification.

Section 18. Exercise of City Authority. The parties
acknowledge that the City has authority to operate its own electric
utility and also has authority to contract with other public or
private entities for the purchase of electrical energy. Grantee's
long range planning would be improved, and its rate structure
stabilized if the City did not elect to exercise its authority in the
service area of the Grantee. Therefore, Grantee agrees that for
and in consideration of the City not exercising its authority to
operate its own electric utility in the service area served by
Grantee, or not contracting with other public or private entities for
the purchase of electrical energy in said service area, and the
other factors of consideration set forth in Section 4 of this
agreement, Grantee shall pay to the City an annual fee in the
amount of $130,000 for 1998; in the amount of $265,000 for
1999; in the amount of $400,000 for 2000; in the amount of
$540,000 for 2001; in the amount of $680,000 for 2002; in the
amount of $825,000 for 2003 and each year thereafter, provided
that the amount thereof shall be adjusted annually thereafter by
an amount equal to the percentage of the difference in the
Grantee’s annual gross revenues derived from the franchise area
as indicated in the two most recent financial reports, and further
provided that the total payment to the City shall not exceed six
percent (6%) of the total gross revenues Grantee receives from
Grantee’s electric utility service customers served from Grantee’s
electric utility system located within City’s street rights-of-way.
The payments to the City shall be made quarterly, in four equal
payments each year, on or before March 31, June 30, September
30, and December 31 of each year during the term hereof. Itis
provided, however, that absent any Federal, State or other
governmental laws or regulations to the contrary, such payments
made by the Grantee to the City shall not result in a surcharge to
the customers in the City of University Place. It is further
provided that nothing herein shall be deemed to impair the
authority of the City to exercise its governmental powers.
Section 19. Forfeiture and Revocation. If the Grantee
willfully violates or fails to comply with any of the provisions of
this franchise, or through willful misconduct or gross negligence
fails to heed or comply with any notice given the Grantee by the
City under the provisions of this franchise, then the Grantee shall,
at the election of the University Place City Council, forfeit all rights
conferred hereunder and this franchise may be revoked or
annulled by the Council after a hearing held upon reasonable
notice to the Grantee. The City may elect, in lieu of the above
and without any prejudice to any of its other legal rights and
remedies, to obtain an order from the superior court having
jurisdiction compelling the Grantee to comply with the provisions
of this Ordinance and to recover damages and costs incurred by
the City by reason of the Grantee's failure to comply.

Section 20. Remedies to Enforce Compliance. In addition to
any other remedy provided herein, the City reserves the right to
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pursue any remedy to compel or force the Grantee and/or its
successors and assigns to comply with the terms hereof, and the
pursuit of any right or remedy by the City shall not prevent the
City from thereafter declaring a forfeiture or revocation for breach
of the conditions herein.

Section 21. City Ordinances and Regulations. Nothing herein
shall be deemed to direct or restrict the City's ability to adopt and
enforce all necessary and appropriate ordinances regulating the
performance of the conditions of this franchise, including any valid
ordinance made in the exercise of its police powers in the interest
of public safety and for the welfare of the public. The City shall
have the authority at all times to control by appropriate
regulations the location, elevation, manner of construction and
maintenance of any facilities by the Grantee, and the Grantee
shall promptly conform with all such regulations, unless
compliance would cause the Grantee to violate other requirements
of law.

Section 22. Cost of Publication. The cost of the publication of
this Ordinance shall be borne by the Grantee.

Section 23. Acceptance. Within sixty days after the passage
and approval of this Ordinance, this franchise may be accepted by
the Grantee by its filing with the City Clerk an unconditional
written acceptance thereof. Failure of the Grantee to so accept
this franchise within said period of time shall be deemed a
rejection thereof by the Grantee, and the rights and privileges
herein granted shall, after the expiration of the sixty day period,
absolutely cease and determine, unless the time period is
extended by ordinance duly passed for that purpose.

Section 24. Survival. All of the provisions, conditions and
requirements of Sections 3, Relocation of Electrical Transmission
Facilities; 10, Dangerous Conditions; 13, Indemnification; and 15,
Abandonment of the Grantee's Facilities, of this franchise shall be
in addition to any and all other obligations and liabilities the
Grantee may have to the City at common law, by statute, or by
contract, and shall survive the City's franchise to the Grantee for
thHe use of the areas mentioned in Section 1 herein, and any
renewals or extensions thereof (however, such survival period
extends only through the applicable statute of limitations period).
All of the provisions, conditions, regulations and requirements
contained in this franchise Ordinance shall further be binding upon
the heirs, successors, executors, administrators, legal
representatives and assigns of the Grantee and all privileges, as
well as all obligations and liabilities of the Grantee shall inure to
its heirs, successors and assigns equally as if they were
specifically mentioned wherever the Grantee is named herein.
Section 25. Severability. If any section, sentence, clause or
phrase of this Ordinance should be held to be invalid or
unconstitutional by a court of competent jurisdiction, such
invalidity or unconstitutionality shall not affect the validity or
constitutionality of any other section, sentence, clause or phrase
of this franchise Ordinance. In the event that any of the
provisions of this franchise are held to be invalid by a court of
competent jurisdiction, the City reserves the right to reconsider
the grant of this franchise and may amend, repeal, add, replace or
modify any other provision of this franchise, or may terminate this
franchise.
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Section 26. Assignment. This agreement may not be assigned
or transferred without the written approval of the City, except the
Grantee may freely assign this Agreement in whole or in part to a
parent, subsidiary, or affiliated corporation or as part of any
corporate financing, reorganization or refinancing and provided
that the City’s approval shall not be unreasonably withheld. In
the case of transfer or assignment as security by mortgage or
other security instrument in whole or in part to secure
indebtedness, such consent shall not be required unless and until
the secured party elects to realize upon the collateral. The
Grantee shall provide prompt, written notice to the City of any
such assignment. ‘
Section 27. Notice. Any notice or information required or
permitted to be given to the parties under this franchise
agreement may be sent to the following addresses unless
otherwise specified:

City of University Place
3715 Bridgeport Way W.
University Place, WA 98466

City of Tacoma

Department of Public Utilities, Light Division
3628 South 35th St.

Tacoma, WA 98409

Attn: Light Superintendent

Section 28. Effective Date. This Ordinance has first been
submitted to the University Place City Attorney; granted an
approving vote of at least a majority of the City Council at a
regular meeting after initial introduction on September 2, 1997
and been published at least once in a newspaper of general
circulation in the City of University Place. This franchise ordinance
shall be effective thirty (30) days after execution and pursuant to
RCW 80.32.040 is subject to referendum under the general laws
of this state.

ADOPTED by the City Council this 15th day of September, 1997.

CITY OF UNIVERSITY PLACE

Linda Bird, Mayor

Attest:

Susan Matthew, City Clerk

Approved as to Form:
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Timothy X. Sullivan, City Attorney

Published: September 17, 1997
Effective: October 15, 1997

Council Minutes Regular Council Meeting Minutes-19970915-2026
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RESOLUTION NO. U-10947

A RESOLUTION related to Tacoma Water authorizing acceptance of a 20-year
franchise extension granted by the City of University Place.

WHEREAS the City of Tacoma, Department of Public Utilities Water
Division (d.b.a. “Tacoma Water”), recommends approval of a 20-year franchise
extension with the City of University Place (“UP”), and

WHEREAS the franchise covers all of UP and includes desirable terms
related to project coordination but does not include permit, franchise, or
processing fees, and

WHEREAS the administrative fee remains unchanged, and

WHEREAS, on July 17, 2017, the City Council of the City of University
Place passed the terms of the franchise by Ordinance No. 691, and now
requires acceptance by Tacoma Water to become a binding agreement, Now,
Therefore,

BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:

That the franchise extension granted to Tacoma Water by the Council of
the City of University Place, pursuant to Ordinance No. 691, is hereby
approved, and the Water Superintendent is authorized to execute such
documents as necessary to accept such extension.

Approved as to form and legality:

Chair

- Chief Deputy City Attorney Secretary

Adopted

Clerk
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Request for Board meeting CITY OF TACOMA

DEPARTMENT OF PUBLIC UTILITIES

of August 9, 2017 REQUEST FOR RESOLUTION Date: July 19, 2017

INSTRUCTIONS: File request in the Office of the Director of Utilities as soon as possible but not later than nine working days prior to the
Board meeting at which it is to be introduced. Completion instructions are contained in Administrative Policy POL-104.

1.

Summary title for Utility Board agenda: (not to exceed twenty-five words)

Authorization for Tacoma Water to accept franchise extension granted by the City of University Place

2. Aresolution is requested to: (brief description of action to be taken, by whom, where, cost, etc.)
The City of University Place has granted to Tacoma Water a 20-year franchise extension to allow continued
operation within its jurisdiction. We requested an extension because current franchise terms have served us
well and will continue to in the future. The franchise includes desirable project coordination terms and does
not include permit fees, franchise fees, or processing fees. The franchise administrative fee is unchanged
with this extension.

3. Summarized reason for resolution:
Itis necessary for Tacoma Water to obtain a franchise from the City of University Place in order to continue
to operate within University Place boundaries. The attached 20-year franchise extension (ordinance) was
passed by the City Council of the City of University Place and requires acceptance by Tacoma Water to
become an agreement.

4. Attachments:
a. Franchise extension granted to Tacoma Water by the City of University Place (University Place Ordinance

691)
b. University Place Franchise (University Place Ordinance 166)
¢. Memo to William A. Gaines, Director of Utilities/CEO from Heather L. Pennington, Acting Water
Superintendent, dated July 19, 2017

5. X Funds available U Proposed action has no budgetary impact
6. Deviations requiring special waivers:

Originated by: Requested by: Approved:

g{//;xg £(e B[ — C 0c IIUUU/\/- Z{?’ZM

—

Section Head Division Head Director of Utilities
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MEMORANDUM

-—
—
g
|
TACOMA WATER
Date: July 19, 2017
To: William A. Gaines, Director of Utilities/CEO - '
_ Zﬂﬂhﬁfj&*“\
From: Heather L. Pennington, Acting Water Superinténdent
Subject: Authorization to Accept Franchise Extension Granted by the City of

University Place to Tacoma Water

RECOMMENDATION

Tacoma Water requested and University Place has granted a 20-year extension of
our franchise to operate within its jurisdiction. Tacoma Water recommends that the
Public Utility Board authorize acceptance of this franchise extension.

BACKGROUND

Tacoma Water's franchise with University Place is coming to the end of its 20-year
term. The franchise has served us well and we believe it will continue to in the future.

Favorable terms include:

Strong utility coordination provisions
No permit fees

No processing fees

No franchise fees

The franchise administrative fee is unchanged with this extension.

We believe the extension is practical, efficient and reflective of a good working
relationship with the City of University Place. This franchise extension will result in
ongoing coordination and ability to serve our customers within University Place.

SUMMARY

It is necessary for Tacoma Water to obtain a franchise from the City of University
Place in order to continue to operate within University Place boundaries. This
franchise extension was passed by the City Council of the City of University Place
and requires acceptance by Tacoma Water to become an agreement.




William A. Gaines
Page 2 of 2
July 19, 2017

FUNDING

Funds for the franchise administrative fee are collected through water rates and are
available in Tacoma Water's budget.

Your approval is requested to submit this franchise to the Public Utility Board for
consideration in authorizing acceptance.

APPROVED:

i

William A. Gaines
Director of Utilities/CEQ




ORDINANCE NO. 691

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF UNIVERSITY PLACE,
WASHINGTON, GRANTING A TWENTY-YEAR EXTENSION OF ORDINANCE NO. 166,
THE CITY’S NONEXCLUSIVE FRANCHISE TO THE CITY OF TACOMA DEPARTMENT
OF PUBLIC UTILITIES, WATER DIVISION

WHEREAS, on September 15, 1997, the City Council passed Ordinance No. 166, which authorized
City of Tacoma Department of Public Utilities, Water Division (TPU-Water), to construct, operate and
maintain facilities in, upon, over, under, along, across and through the franchise area of the City of
University Place for a twenty-year period; and

WHEREAS, TPU-Water's franchise will expire on September 22, 2017; and
WHEREAS, TPU-Water has requested a twenty-year extension of the Franchise Agreement; and

WHEREAS, it would be in the residents’ best interest to extend TPU-Water's franchise for a period
of twenty (20) years;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF UNIVERSITY PLACE DOES
ORDAIN AS FOLLOWS:

Section 1. Extension Granted. The Franchise Agreement with City of Tacoma Department of
Public Utilities, Water Division, approved by Ordinance No. 166, is hereby extended for twenty (20) years
from the effective date of this Ordinance.

Section 2. Full force and Effect. With the exception of the extension of the term set forth in
Section 1 of the Franchise Agreement with City of Tacoma Department of Public Utilities, Water Division,

all other terms, conditions, rights and responsibilities contained in said Agreement remain in full force and
effect.

Section 3. Severability. {f any one or more sections, subsections or sentences of this ordinance
are held to be unconstitutional or invalid, such decision shall not affect the validity of the remaining portion
of this ordinance and the same shall remain in full force and effect.

Section 4. Effective date. This Ordinance shall take effect five days after publication.
PASSED BY THE CITY COUNCIL ON JULY 17, 2017.

A/, // Pl ) o
Javier H. Figueroa, Mag/or

(Ehjhta;‘enetl , City Clerk

i A‘.‘ TO FORM:

Matthew S. Kaser, City Attorney

Published: 07/19/17
Effective Date: 07/24/17

M:AORD\20171681-TPU Water Division Nonexclusive Franchise Extension
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AN ORDINANCE OF THE CITY OF UNIVERSITY PLACE, [1ou 27 s ieiess

WASHINGTON, GRANTING UNTO THE CITY OF TACOMA. 2 e,

DEPARTMENT OF PUBLIC UTILITIES, WATER DIVISION, A Sessan Matliesy, Gly Gl

MUNICIPAL CORPORATION, ITS SUCCESSORS AND
ASSIGNS, THE RIGHT, PRIVILEGE, AUTHORITY AND
NONEXCLUSIVE FRANCHISE FOR TWENTY YEARS, TO
CONSTRUCT, MAINTAIN, OPERATE, REPLACE AND
REPAIR A WATER SYSTEM, IN, ACROSS, OVER, ALONG,
UNDER, THROUGH AND BELOW CERTAIN DESIGNATED
PUBLIC RIGHTS-OF-WAY OF THE CITY OF UNIVERSITY
PLACE, WASHINGTON.

WHEREAS, the City -of Tacoma Department ‘of Public Utilities, Water Division has
requestzd that the City Council grant it a nonexclusive franchise; and .
WHEREAS, the City Council has the authority to grant franchises for the use of its
streets and other public properties (RCW 35A.47.040); NOW, THEREFORE, |
THE CITY COUNCIL OF CITY OF UNIVERSITY PLACE, WASHINGTON, DOES
- ORDAIN AS FOLLOWS: |
Section 1. Franchise Granted. Pursuant to RCW 35A.47.040, the City of University
Place, a Washington municipal corporation thereinafter t’n‘e,".City"), hereby grants to City of

Tacoma, Department of Public Utilities, Water Division, a municipal corporation organized

under the laws of the State of Washington (hereinafter '.'Grantée"), its heirs, successors, legal

representatives and assigns, subject to the terms and conditions bereinafter set forth, a franchise
fora peﬁod of 20 years, beginning on the effective date of this ordinance.

Grantee and City may agree to extend the term of this franchise on substantially the same
terms and conditions as set forth herein for up to two extensions of five years per extension.
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This franchise grants the Grantee the right, privilege and aulthority to construct, operate,
maintain, replace, and use all necessary equipment and facilities for a water system, in, under, on,
across, over, through, along or below the public rights-of-way and public places located in the
City of University Place, as approved under City permits issued pursuant to this franchise.

| Section 2. Non-Exclusive Fraﬁchise Grant. This franchise is granted upon the express-
‘condition that it shall not in any manner prevent the City from granting other or further
franchises in, along, over, through, under, below or across any of said rights-of-way, streets,
avenues or all other public lands and properties of évery type and description. Such franchise
shall in no way prevent or prohibit the City from: using any of said roads, streets or other public
properties or affect its jurisdiction over them or any part of them, and thg City shall retain power
to make all ﬁecessary changes, felocations, rep_airs, maintenance, establishment, improvement,A
dedication of same as the City may deem fit, including the dedication, establishment,
.maintenance, and improvement of all neiv rights-of-way, thoroughfares and other public
properties of every type and description. It is provided, however, the City agrees not to compete
Wfth Grantee as a water system or-provider of water in the current service area of the Grantee
during the period of this Franchise.

Section 3. Relocation of Water Facilities. The Grantee agrees and covenants at its sole

- cost and expense, to protect, support, temporarily disconnect, relocate or remove frorh any street,
any component of its installations when so required by the Ciiy by reason of traffic conditions or
public safety, dedications of new rights-of-way and the establishment and improvement thereof,
widening and improvement of existing rights-of-way, street vacations, freeway construction,
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change or establishment of street grade, or the éonstmction of any public improvement or
structure by the City, provided that thé Grantee shall in all such cases have the privilege to
temporarily bypass, in the authorized portion of the same street upon approval by the City, any
section of water line or facility required to be temporarily disconnected or ren;ioved. The
provisions of this section shall not be applicable if the relocation need results from a private
development, use or activity.

it fhe City determines that the project necessitates the relocatiog of the Grautee's then
existing facilities, the City shall:

A. At least ninety (90) days prior to commencement of construction of such
jmprovement project, provide the Grantee with written notice and plans requiring
such relocation, unless another time period for the notice is agreed to by thé
parties for a particular project; and

B. Provide the Grantee with copies of pertinent portions of the plans and
specifications for such improvement project and a proposed location for the
Grantee's facilities solthat the Grantee may relocate its facilities in other City
riglﬁs—of—way in order to accommodate such improvement project.

After receipt of such notice and such plans and speoiﬁcétions, the Grantee shall complete
relocation of its facilities at no charge or expense to the City (except as hereinafter provided) so
as to accommodate the improvement project construction schedule..

The Grantee may, after receipt of written notice requesting a relocation of its facilities,
submit to the City written alternatives to such relocation. The City shall evaluate such
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alternatives and advise the Grantee in writing if one or more of the alternatives is suitable to
accommodate the work which would otherwise necessitate relocation of the facilities. If so
requested by the City, the Grantee shall submit additional information to assist the City in
making such evaluation. The City shall give each alternative proposed by the Grantee full and
fair consideration. In the event the City ultimately determines that there is no other reasonable
alternative, the Grantee shall relocéte its facilities as otherwise provided in this Section.
Provided, however, the parties agree to exercise good faith, reasonable and timely decision -
making especially when issues arise in the field pertaining to relocations. Thé provisions of this

Section shall survi\I/e the expiration or termination of this franchise agreement.

The provisions of tﬁis Section shall in ﬁo manner preclude or restrict ’;he Grantee from
making any arrangements it may deem apprgpriate when responding to a request for relocation of
its facilities by any person or entity other than the City, where the facilities to be constructed by
said person or entity are not or will not become City-owned, operated or maintained facilities,
provided that 'such arrangements do not unduly delay a City construction project. The City on
occasion will be constructing, reconstructing and/or relacating roads, streets, public ways, areas
or facilities within the right-of-way or property which will require Grantee to install and/or
relocate part of its water system. Grantee will be relying on the alignment, lines and grades as
set forth in City’s approval plans wherein. Grantee thereafter constructs or reconstructs its water -
system in accordance with City’s requirements and City standards. Therefore, if City thereafter
again adjusts and/;)r revises the alignment, line or grade for a road, street, public way or area,
before this part of the Grantee’s water system has been in place for fifteen (15) years
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(commencing with the initial City revision), then City agrees to reimburse Grantee a pro rata
share of the total relocation costs based on fifteen (15) year life expectancy for tﬁe portion of.
Grantee’s water system that is affected by the City revision unless differently agreed to in writing
* by City and Grantee at the time of the installatibn or relocation.

Section 4. Consideration For Agreement. (a) The consideration for this agreement'
includes, but is not limited to, the mutual and individugl benefits of this agreement that allow
each of the parties the ability to rhake long term planning decisions in light of the provisions set
forth herein, the waiver of permit fees after the ﬁ{st three years of this agreement, as provided in
Section 10 of this‘agreement, the non-competition provisions as provided in Section }6 of this
agreement.

(b) If the City grants to any other water provider a franchise with terms that are over~a11.
mote favorable than those set forth herein, Grantee shall have the right to renegotiate the
provisions of this franchise that Grantee believes are over-all more favorable than those set forth
herein. Grantee shall also have the right to renegotiate the provisions of this franchise that are
affected by & substantial change in state or federal law that would allow the City the opportunity
to tax and assess additional revenue from the Grantee’s operations within the corporate .
boundaries of the City.

Tn the case where the parties do not agree on the renegotiation or identification of affected
provisions of this franchise, the pé.rties agree to a binding arbitration process as follows: Each of
the parties shall sélect an arbitrator, and the two arbitrators shall select a third arbitrator. If the
two a!rbitrators are unable to select a third arbitrator, the third arbitrator shall be selected by the
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Presiding Judge of the Pierce County Superior Court. In accordance with the procedures of
Chapter 7.04 of the Revised Code of Washington, the panel of three arbitrators shall review the
evidence and authorities presented by the parties and hear the argument of the parties, and .
thereafter decide the issue(s) presented for arbitration. The arbitrators shall be authorized to |
require each party to provide to the other reasonable discovery. The arbitrators'shall render their
decision based upon their interpretation bf the provisions of this franchise agreement.‘ The
arbitrators are not empowered to modify or »amend the text of this franchise agreement. The
parties ggfee to be bound by the decisions of the panel of arbitrators as to the identification of
affec‘ted provisions of this franchise and/or the re-negotiation thereof. |

If thereb is 'a substantial change in the law that undermines the ability of one or both of
the parties to receive the benefits of this agreement, one or both of the pérties may re-open this
agreement to address the terms affected by the substantial change in the law.

Section 5. The Grantee's Maps, Records and Plans. After construction is complete,
and a’.c a reasonable time thereafter, the Grantee shall provide to the City upon request and at no
cost, a copy of all as-built plans, maps and records.

Section 6. Excavations. During any period of relocation, construction or maintenance,
all swrface structures, if any, shaﬂ be erected and used in such places and positions within said
~ public rights-of-way and other public properties so as to interfere as little as practicable with the
free passage of traffic and the free use of adjoining property, and the Grantee shall at all times
post and maintain proper barricades and comply with all applicable safety regulations during
such period of coﬁstmction as required by the ordinances of the City or the laws of the State of
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Washington.

Whenever the Grantee shall excavate in any public right-of-way or other public property
for the purpose of installation, construction, repair, maintenance or relocation of its facilities, it
shall apply to the City for a permit to do so and upon obtaining a permit shall give the City at
least twenty-four (24) hours notice during the normal work week of the Grantee's intent to
commence work in the public right-of-way. In no case shall any work»commence within any
public right-of-way or other public property without a permit, except as otherwise provided in
this franchise ordinance. During the progress of the wél'k, the Grantee shall not unnecessarily
obstruct the passage or proper use of the right—of»way, and shall file as-built plans or maps with
the City showing the proposed and final location of its facilities.

| If either the City or the Grantee shall at any time plan to make excavations in any area
covered by this franchise and as described in this Section, the party planning such excavation
shall afford the other, upon receipt of a written request to do so, an opportunity to share such
excavation, PROVIDED THAT:
| A, Sucﬁ joint use shall not unreasonably delay the work df the party. causing the
excavation to be made;
B. Such joint use shall be arranged and accomplished on terms and conditions
Satisfactory té both parties; and
C. Either party may deny such request for safety reasons. The provisions of this

Section shall survive the expiration or termination of this franchise agreement.



Section 7. Restoration after Construction. The Grauntee shall, after abandonment
approved under Section 13 herein, or installation, coustrucﬁon, relocation, maintenance, or ;epair
of water facilities within the franchise area, restore the surface of the right-of-way or public
préperty to at least the same condition the property was in immediately prior to any such
installation, construction, relocation, maintenance or repair, The Public Works Director shall
have final approval of the condition of such streets and public places after restoration. All
concrete encased monuments which have been disturbed or displaced by such work shall be
restored pursuant to all federal, state and local standards and specifications. The Grantee agrees
to promptly complete all restoration work and to promptly repair any damage caused by such
work to the franchise area or other affected area at its sole cost and expense. The provisions of
this Section shall- survive the expiration, fevocatiop or termination by other means .of thlS
franchise. |

Section 8. Emergency Work - Permit Waiver. . In the event of any emergency in
which any of the Grantee's facilities located in or under any street, breaks, are damaged, or if the
Grantee's construction. area is otherwise in such a condition as to immediately endanger the
property, life, health or safety of any. individual, the Grantee shall immediately take the proper
emergency measures to repair its facilities, to cure or remedy the dangeroqs conditions for the
protection of property, life, health or safety of individuals without first applying for and
obtaining a penﬁit as required by this franchise. However, this shall not relieve the Grantee from
the requirement of obtaining any perrni.ts necessary for this purpose, and'the Grantee shall apply
for all such permits not later than the next succeeding day during which City Hall is open for
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business.

Section 9. Dangerous Conditions, Authority for City fo Abate. Whenever.
construction, installation or excavation of facilities authorized by this franchise has caused or
contributed to a condition that appears to substantially impair the lateral support of the adjo'miﬁg '
street or public place, or endangers the public, an adjoining public place, street utilities or City
property, the Public Wofks Director may direct thé Grantee, at the Grantee's own expense, 10
take actions to protect the public, adjacent public places, City property or street utilities; and such
action may inclﬁde compliance within.a prescﬁbed time.

In the event that the Grantee fails. or refuses to promptly take the actions directed by the
_City, or fails to fully comply with such directions, or if emergency conditions ¢xist which require
immediate action, the City may enter upon the property and take such actions as are necessary fco'
protect the public, the adjacent streets, or street utilities, or to maintain the lateral support thereof,
or actions rega;rded as necéssary safety precautions; and the Grantee shall be liable to the City for

‘the costs thereof. The provisions of this Section shall survive the expiration, revocation or
termination of this franchise. Grantee shall relocate, at its cosf, any structures that the City

Engineer objectively determines are located in a place or in a way so as to constitute a danger to

the public.
Section 10. Permits and Fees.
Grantee sh;&_ll be required to obtain all permits from the City necessary for work in the -
City and/or in the City’s rights-of-way. During the first three years of this franchise, Grantee and
contractors of Grantee shall pay for all permit fees associated .with projects of Grantee located

-9-



within the corporate limits of the City, pursuant to the applicable City fee schedules, Provided,
however, that permit fees shall be based on actual costs to the City. Thereafter, in consideration
of this agreement, including the factors set forth in Section 4, and the non-competition agreement
provided in Section 16 hereof, Grantee shall not furtﬁer be éubjec’c to any permit fees associéted
with Grantee’s activities (except those undertaken for a private development customer) through
the authority granted in this franchise ordinance or under fhe laws of the City.

in additioh to the above, the Grantee shall promptly reimburse the City for any and all
costs the City reasonably incurs in response to any emergency caused by the neéligence of the
Grantee.  City agrees to process Grantee’s and Grantee’s contractors permits in the same .
expeditious manner as other permit applicants’ permits axée processed. Permits may be processed
by facsimile or electronic mail. |

Section 11. Indemnification. The Grantee hereby releases, covenaﬁts not to bﬁng suit
and agrees to indemnify, defend and hold harmless the City, its officers, employees, agents and
representatives from any and all claims, costs, judgments, awards or liability to any person,
including claims by the Grantee's own employees to.which the Grantee might otherwise be
immune under Title 51 RCW, arising from injury or death of any person or damage to property,
monetary losses, including refunds of charges or fees péid by custofners, of which it is alleged or
proven that the acts or omissions of the Grantee, its agents, servants, officers or employees in
performing this franchise caused or contributed thereto, including claims arising against the City
by virtue of the City's ownership or control of the rights-of-way or othér public properties, by
virtue of the Grantee's exercise of the rights granted herein, including payment of any monies to
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the City, or by virtue of the City's permitting the Grantee's use of the City's rights-of-way or
other public property, based upon the City's inspection or lack of inspection of work performed
by the Grantee, its agents and servants, officers or employees in connection with work authorized
on the City's property or property over which the City has control, pursuant to this franchise or _'
pursuant to any other permit or approval issued in connection with this franchise.

Inspectién or acceptance by the City of any work perfOrméd by the Grantee at the time of
completion of construction shall not be grounds for avoidance of any of these covenants of
indemnification. Said indemnification obligations shall extend to claims which are not reduced
to a suit and any claims which may be compromised prior to.the culmination of any litigation or
the institution of any litigation.

In the event that the Grantee refuses the tender of defense in any suit or any claim, said.
~ tender having been made pursuant to the indemnification clauses contained herein, and said

refusal is subsequently determined by a court having jurisdiction tor such other tribunal that the .
"parties shall agree to decide the matter), to have been a wrongful refusal on the part of the
| Grantee, then the Grantee shall pay all of the City's costs for defense of the action, inciuding all
reasonable expert witness fees and reasonable attorneys' fees and the reasonable costs of the City,
includi_ng reasonable attorneys' fees of recovering under this indemnification clause.

In the event of liability for damages arising out of bodily injury to persons or damages to
property caused by or resulting from the concurrent negligence of the Grantee and the City, its
officers, employees and agents, the Grantee's liability hereunder shall be only to the extent of the
Grantee's negligence unless otherwise provided by law. It is further specifically and expfeésly
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understood that thé indemnification provided herein constitutes the Grantee's waiver of immunity
under Title 51 RCW, solely for the purposes of this indemnification. This waiver has been
mutually negotiated by the parties. |

The provisions of this Section shall survive the expiration or termiﬁation of this franchise |
agreement.

Section 12. Insurance. Grantee is currently self insured and has excess insﬁrance
coverage for potential liability in excess of its self ipsured retention amounts. To the extent that
Grantee is legally obligated by this franchise, Grantee’s self insurance fund and/or insurance
policies shall provide adequate protection to City in amounts equivalent to the levels set forth
herein below. Grantee’ s general comprehensive liability policy which includes automobile
liability coverage (if such a policy continues to be ol?tained), shall have an endorsement naming
City and its ofﬁcérs and employees as additional insureds for their actions pursuant to this
franchise.

The amounts of insurance coverage that the grantee shall maintain, whether by
self insurance or insurance policies shall not be the equivalent of less than. the following:

A Automobile Liability insurance with limits no less than $1,000,000 Combined
~ Single Limit per accident for bodily injury and property damage; and

B. Commercial General Liability insurance, written on an occurrence basis with
limits no less than $1,000,000 combined single limit per oceurrence and $2,000,000 aggregate
for personal injury, bodily injury and property damage. Coverage shall include but not be limited
to: blanket contractual; préducts/completeci operations; broad form property damage; explosion,
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collapse and underground (XCU) ; and employer's liability.

Any deductibles or self-insured retentions must be declared to and approved by the City:
Payment of deductible or self-ins{lred retention shall be the sole respbnsibility of the Grantee.

Any insurance policy(ies) obtained by the Grantee to comply herewith shall name the |
City (its officers, employees and volunteers,) as an additional insured with regard to activitiesb
perfOrme& by or on behalf of the Grantee. The coverage shall contain no special ﬁmitatiohs on’
the scope of protection afforded to the City, its officers, officials, employges or volunteers. In
addition, the insurance policy shall contain a clause stating that coverage shall apply separately
to each insured against whom claim is made or suit is brought, except with respect to the limits
of the insurer's Iiébiiity. The Grantee's insurance shall be primary insurance with respect to the
City, its ofﬁceré, officials, empléyees and volunteers. Any insurance policy or policies obtained
by the Grantee to comply with this clause shall be endorsed to state that céverage shall not be
suspended, voided, canceled by either party, reduced in coverage or in limits except after thirty
(30) days' prior written notice by certified mail, return receipt request;d, has been given to the
City.

Any failuré to comply with the insurance reporting provisions Aof the policies required
herein shall not affect coverage provided to the City, its officers, officials, employees 6r
volunteers,

Section 137 Abaﬁdonment of the Grantee's Facilities. No water line larger than 12
inches or significant facility installed by the Grantee under street pavement may be abandoned by |
the Grantee without the express written consent of the City. Any proposal for abandonment that
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requires City consent or removal of the Grantee's facilities subject to this section must be first
approved by the Public Works Director, and all necessary permits must be obtained prior to such
work. If any abandoned facility conflicts with City projects (i.e., storm sewer improvements or
lowering the profile of a road), the Grantee will remove the abandoned facility at its own |
expense. The provisions of this Section shall survivevthe expiration, revocation or termination of |
this franchise agreement.

Section 14. Street Vacations. City may have occasion to vacate certain streets, public
ways or areas that have Grantee’s lines and facilities located thereon. City agrees to exert
reasonable good féith efforts to reserve an sasement for Grantee’s lines and facilities when a.
street, public way or area is vacated. If it is not feasible for City to Ireserve an easement for
Grantee’s line(s) and facilities, the proponents of the_vacation shall be required (by the City) as
part of land use or other permitting approvals, to reimburse Grantee all costs to relocate said
line(s) and facilities.

Section 15. Modification. The City and the Grantee hereby reserve the right to alter, |
amend or modify the terms and conditions of this franchise upon written agreement of both
parties to such alteration, amendment or modification.

Sectibn 16. Exercise of City Authority. The parties acknowledge that the City has
authority to operate its own water system and also has authority to contract with other public or
private entities for the puichase of water. Grantee's long range planning would be improved, and
its rate strucfure st.abil,ized if the City did not elect to exercise its authority in the service area of
the Grantee. Therefore, Grantee agrees that for and in consideration of the City not exercising its
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authority to operate jts own water system in the service area served by Grantee, or not
contracting with other public or private entities for the purchase of water in said service area, and .
the other factors of consideration set forth in Section 4 of this agreement, Grantee shall pay to
the City an annual fee in the amount of $75,000 for 1998; in the amount Qf$125,000 for 1999;4in
the amount of $150,000 for 2000; and in the amount of $200,000 for 2001 and each year '
thereafter, provided that the amount thereof shall be adjusted annually thereafter by an amount
equal to the percentage of the difference in the Gr;antee’s annual gross revenues derived from the
franchise area as indicated in tﬁe two most recent financial reports, and further pfovided that the
total payment to tﬁe City shall not exceed eight percent (8%) of the fotal gross revenues Grantee
receives from Grantee’ s water system customers served from Grantee’ s water system _located
within City’ s stréet rights-of-way. Gross revenues means money or funds received by reason of |
‘transaction of water utility service business including sales of water to customers. Gross revenue
does not includé: (a) uncollected amounts; (b) amounts received from condemnation award or -
condemnation settlements; (¢) amounts received as compensation or reixﬁbursement of damages
to or protection of any property of Grantee; (d) amounts received as compensation for or in aid to
construction; (e) 'amounts collected as sales tax; (f) discounts, returns, allowances and
repossessions; and (g) amounts received from surcharge to water rates for system improvements
necessary to meet Grantee’s standards.

The payments to the City shall be made quarterly, in four equal payments each year, on or
before March 31, J;une 30, September 30, and December 31 each year during the term hereof. It
is provide@, however, that absent any Federal, State or other governmental laws or regulations to
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the contrary, such payments made by the Grantee to the City shall not result in a surcharge to the
customers in the éity of University Place. It is further provided that nothing herein shall be-
deemed to impair the authority of the City to exercise its governinental powers.

Section. 17. Forfeiture and Revocation. If the Grantee willfully violates or fails to |
comply with any of the provisions of this franchise, or through willful misconduct or gross'
negligence fails to heed or comply with any notice given the Grantee by the City under the
provisions of this franchise, then the Grantee shall, at the election of the Unive_rsity Place City
Council, forfeit all rights conferred hereunder and this franchise may be revoked or annulled by
the Council after 4 hearing held upon reasonable notice to the Grantee. The City may elect, in
lieu of the above and without any prejudice to any of its other legal rights and remedies, to obtain
an order from the superior court having jurisdiction gompelling the Grantee to comply with the
proﬁsions of this Ordinance and to recover damages and costs incurred by the City by reason of
the Grantee's failur.e to comply. |

Section 18. Remedies to Enforce Compliance. In addition to any other remedy
provided herein, the City reserves the right to pursue any remedy to compel or force the Grantee
and/or its successors and assigns to comply with the terms hereof, and the pursuit of any right or
remedy by the City shall not prevent the City from thereafter declaring a forfeiture or revocation
for breach of the conditions herein. |

Secf:ion 19. City Ordinances and Regulations. Nothing herein shall be deemed to
direct or restrict the City's ability to adopt and enforce all necessary and appropriate ordinances
regulating the performance of the conditions of this franchise, including any valid ordinance
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made in the exercise of its police powers in the interest of public safety and for the welfare of the
public. The City shall have the authority at all times to control by appropriate regulations the-
location, elevation, manner of construction and maintenance of any facilities by the Grantee, and
the Grantee shall promptly confonﬁ with éll such regulations, unless compliance would cause the l
Grantee to violate other requirements of law.

Section 20. Cost of Publication. The cost of the publication of this Ordinance shall be
borne by the Grantee. | |

Section 21. Acceptance. Within sixty days after the passage‘and approval of this
Ordinance, this frénchise may be accepted by the Grantee by its filing with the City Clerk an
unconditional written acceptance thereof. Failure of the Grantee to so accept this franchise
within said period of time shall be deemed a rejectioq thereof by the Grantee, and the rights and
privileges herein granted shall, after the expiration of the sixty day period, absolutely cease and
determine, unless the time period is éxtended by ordinance duly passed for that pi;rpose.

Section 22. Survival. All of the provisions, conditions and requirements of Sections 3,
Relocation of Water Fac'i}.ities; 9, .Dangerous Conditions; 11, Indemnmification; and- 13,
Abandonment of the Grantee's Facilities, of this franchise shall be in addition to any and all other
- obligations and lia;bilities the Grrantee may have to the City at common law, by statute, or by
contract, aﬁd shall survive the City's franchise to the Grantee for the use of the areas mentioned
in Section 1 herein, and any renewals or extensions thereof (however, such survival period
extends only through the applicable statute of limitations period). All of the provisions,
conditions, regulations and requirements contained in this franchise Ordinance shall further be
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binding upon the heirs, successors, executors, administrators, legal representatives and assigns of
the Grantée and ‘all privileges, as well as all oEligaﬁons and liabilities of the Grantee shall_ inure
to its heirs, successors and assigns equally as if they were specifically mentioned wherever the
Grantee is named herein.

Section 23. Severability. If any section, sentence, clause or phrase of this Ordinance
should be held to be invalid or unconstitutional by a court of competent jurisdiction, such
ir_walidity or unconstitutionality shall ﬁot affect the validity or constitutionality of any other
section, sentence, clause or phrase of this franchise Ordinance. In the event that any of the
provisiops of this franchise are held to be invalid by a court of competent jurisdiction, the City
reserves the right to reconsider the grant of this franchisé and may amend, repeal, add, replace or
modify any other provision of this franchise, or may terminate this franchise.

- Section 24. Assignment. This agreement may not be assigned or traﬁsferred without the
written approval of the City, except the Grantee may freely. assign this Agreement in whole or in
part to a parent, subsidiary, or affiliated corporation or as part of any corporate financing,
reorganization or refinancing and provided that the City’s approval shall not be unreasonably
withheld. In the case of transfer or assignment as security by mortgage or other security
instrument in Whoie or in part to secure indebtedness, such consent shall not be required unless
and until the secured party elects to realize upon the collateral. The Grantee shall provide
prompt, written notice to the City of any such assignment.

Section 25. Notice. Any notice or information rerquired or permitted to be given to the
parties under this franchise agreement may be sent to the following addresses unless otherwise
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specified:
City of University Place .
Windmill Village
3715 Bridgeport Way West, Suite B
University Place, WA 98466
City of Tacoma
Department of Public Utilities
Water Division
3628 South 35th Street

Tacoma, WA 98409
Attention: Water Superintendent

Section 26. Effective Date. This Ordinance has first been submitted to the University
Place City Attorney; granted an approving vote of at least a majority of the City Council at a
regular meeting after initial introduction 6n September 2, 1997, and a st of the ordinanceA
has been published at least oﬁce in a newspaper of general circulation in the City of University
Place. This franchise ordinance shall be effective five (5) days after passagé and publication as
provided for by law.

ADOPTED by the City Council this 15th day of September, 1997.

CITY OF UNIVERSITY PLACE .

PonaDen RO

Linda Bird, Mayor

Attest:

P, S

Susan Matthew, City Clerk

-19-



/i/“énothy X (S/dlhvan City Attorney

Published: September 17, 1997
Effective: September 22, 1997
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RESOLUTION NO. U-10948

A RESOLUTION related to Tacoma Water; authorizing a negotiated sale
of surplus real property to Jeff A. and Mary J. Norton.

WHEREAS the City of Tacoma, Department of Public Utilities, Water
Division (d.b.a. “Tacoma Water”), in 2002, surplussed approximately 0.30 acres
(13,000 SF) of property located at the southwest corner of 51° Street NE and
Caledonia Road NE, in unincorporated Pierce County, Washington (“Property”)
and

WHEREAS, in July 2008, the property was offered for sale via a sealed
bid process. At that time, the Public Utility Board declined to sell the proberty
due to market conditions. Another sealed bid process was conducted in March
2015, and no bids were received. The property has been continuously listed on
the City’s surplus website and was listed with a real estate broker in January
2017, for $160,000, based on a third-party appraisal, and

WHEREAS Tacoma Water has negotiated an offer to sell the property to
Jeff A. and Mary J. Norton, reserving an easement in the north 10 feet of the
property, pending Public Utility Board and City Council approval, and

WHEREAS the sale proceeds will be used to offset the historical costs
incurred to replace and upgrade the infrastructure included in the 2001
purchlase of the property from the Hyada Mutual Service Company; Now,
Therefore,

BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:

Sec. 1. That the negotiated sale of approximately 0.30 acres (13,000 SF)

of property, located at the southwest corner of 51 Street NE and Caledonia

1
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Road NE, in unincorporated Pierce County, Washington, as more fully
described in the documents on file with the Clerk of the Board, to Jeff A. and
Mary J. Norton, in exchange for payment of $160,000, and reserving an
easement in the north 10 feet of the property, is hereby approved.

Sec 2. That the City Council is requested to hold a public hearing on this
matter, and thereafter approve this recommended negotiated sale and
authorize the Water Superintendent to execute all documents necessary to
perfect the sale, substantially in the same form as on file with the Clerk of the
Board and approved by the City Attorney.

Approved as to form and legality:

ﬁ"chief Deputy City Attorney Secretary
Adopted
Clerk
2 U-10948

2017'Resolutions Water U-10948 Sale of Surplus Property to Jeff A. and Mary J. Norton.doc




Request for Board meeting CITY OF TACOMA

DEPARTMENT OF PUBLIC UTILITIES

of August 9, 2017 REQUEST FOR RESOLUTION Date: July 26, 2017

INSTRUCTIONS: File request in the Office of the Director of Utilities as soon as possible but not later than nine working days prior to the
Board meeting at which it is to be introduced. Completion instructions are contained in Administrative Policy POL-104.

1.

Summary title for Utility Board agenda: (not to exceed twenty-five words)

Authorize the sale of approximately 0.30 acres of Tacoma Water property to Jeff A. and Mary J. Norton for
$160,000.

A resolution is requested to: (brief description of action to be taken, by whom, where, cost, etc.)

Authorize the sale of approximately 0.30 acres (13,000 SF) of Tacoma Water property, located at the
southwest corner of 51% Street NE and Caledonia Road NE, in unincorporated Pierce County to Jeff A. and

Mary J. Norton for $160,000. An easement for Tacoma Water will be retained in the north 10 feet of the
property.

Summarized reason for resolution:

This former well site was part of Tacoma Water's 2001 acquisition of the Hyada Mutual Service Company.
The well was decommissioned soon after purchase and the site has remained vacant since that time. The
property is zoned Single Family residential, as part of the Browns Point/Dash Point Community Plan by
Pierce County. As the property was not essential to Tacoma Water’s needs, it was declared surplus in 2002.
In July 2008 the property was offered for sale via a sealed bid process. At that time the Public Utility Board
declined to sell the property due to market conditions. Another sealed bid process was conducted in March
2015 and no bids were received. The property has been continuously listed on the City’s surplus website

and was listed with a real estate broker in January 2017, for $160,000. The listing price was based on a
third-party appraisal.

Tacoma Water has accepted an offer from Mr. and Mrs. Norton for $160,000. The Nortons intend to develop
and occupy a single family residence on the property. The offer is subject to both Public Utility Board and
City Council approval. The sale proceeds will be used to offset the historical costs incurred to replace and
upgrade the infrastructure included in the 2001 acquisition.

The terms and conditions of the purchase and sale agreement have been approved by Tacoma Water and
Real Property Services and reviewed by the City’s Legal Department.

Attachments:

. Director's Memo

b. Aerial Photo

¢. Purchase and Sale Agreement

d. CAM Request to set Public Hearing

o)

5. O Funds available X Proposed action has no budgetary impact

6. Deviations requiring special waivers:

Originated by: Requested by: Approved: s
/ 7/, rr V7
S A Colllty— i

Greg Vofk]ha(rdt, Environmental Programs Acting Water Superintendent " William A. Gaines, Director / CEO

Manager

Documentt
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City of Tacoma City Council Action Memorandum
TO: Mayor and City Council
FROM: William A. Gaines, Director of Utilities/CEO
COPY: Elizabeth Pauli, City Manager, and City Clerk
SUBJECT:  Resolution — Set Public Hearing — August 15, 2017
DATE: July 26, 2017

SUMMARY:
To set Tuesday, August 29, 2017, as the date for a Public Hearing regarding the sale of approximately
0.30 acres (or approximately 13,000 SF) of Tacoma Water property for $160,000.

STRATEGIC POLICY PRIORITY:
e Foster a vibrant and diverse economy with good jobs for all Tacoma residents.
e Assure outstanding stewardship of the natural and built environment.

e Encourage and promote an efficient and effective government, which is fiscally sustainable and
guided by engaged residents.

This request supports the above policy priorities by returning the property to the tax rolls, allowing

economic development and operation of the property, and offering the opportunity for public input on
this real estate transaction.

BACKGROUND: A _

This former well site was part of Tacoma Water’s 2001 acquisition of the Hyada Mutual Service
Company. The well was decommissioned soon after purchase and the site has remained vacant since that
time. The property is zoned SF, Single Family residential, as part of the Browns Point/Dash Point
Community Plan by Pierce County. As the property was not essential to Tacoma Water’s needs, it was
declared surplus in 2002. In July 2008 the property was offered for sale via a sealed bid process and the
Public Utility Board declined to sell the property due to market conditions. Another sealed bid process
was conducted in March 2015 and no bids were received. The property has been continuously listed on

the City’s surplus website and was listed with a real estate broker in January 2017 for the appraised value
of $160,000. :

Tacoma Water has accepted an offer from Mr. and Mrs. Norton for $160,000. The Nortons intend to
develop and occupy a single family residence on the property. The offer is subject to both Public Utility
Board and City Council approval. The sale proceeds will be used to offset the historical costs incurred to
replace and upgrade the infrastructure included in the 2001 acquisition.

The terms and conditions of the purchase and sale agreement have been approved by Tacoma Water and
Real Property Services and reviewed by the City’s Legal Departrent.

Revised: 08/03/2016
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Tacoma City of Tacoma City Council Action Memorandum
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ALTERNATIVES: '

The alternatives to disposing of the property through the negotiated disposition process, as allowed under
TMC 1.06.280f, are to either retain ownership or to dispose via a bid/sale process. Tacoma Water does
not have a need for the property, and if it were to retain ownership there would be continued management
and administrative costs. The negotiated disposition process was determined to be the most efficient
disposition method, since the bid/sale process was not successful in two previous attempts for this

property.

RECOMMENDATION: -

Tacoma Water and Real Property Services recommend that the City Council set a Public Hearing in
accordance with RCW 35.94.040, to be held August 29, 2017 to receive public comment regarding the
proposed sale of approximately 0.30 acres of Tacoma Water real property located in unincorporated
Pierce County, WA. Once the Public Hearing has been conducted, a separate request will be presented to
the City Council for the approval of the sale and conveyance of the real property.

FISCAL IMPACT:
REVENUES:
. FUNDING SOURCE | (CC/WBS/ORDER) COST ELEMENT o TOTAL AMOUNT. R
Water Fund 4600 - GL1860030 N/A N/A Approximately $150,000
- (purchase price less
transactional costs)
TOTAL $160,000

FISCAL IMPACT TO CURRENT BIENNIAL BUDGET: $-0-

ARE THE EXPENDITURES AND REVENUES PLANNED AND BUDGETED? Noy; this revenue opportunity
developed after the most recent budget approvals.

Revised: 08/03/2016



MEMORANDUM

Date: ~ June 28, 2017 tﬁgﬁ”ﬁlwﬁIEB
To: : | William A. Gaines, Director of Utilities/CEO

From: Chris McMeen, Acting Water Superintender@/\//

Subject: Dispositioh of Real Property — Hyada Well Site Property

Recommendation: Tacoma Water requests that you authorize the sale of its property
identified as Pierce County Assessor Tax Parcel No. 0321163140, covering approximately 0.30
acres (or approximately 13,000 SF) located at the southwest corner of 51% Street NE and
Caledonia Road NE in unincorporated Pierce County, to Jeff A. and Mary J. Norton for
$160,000. Tacoma Water will retain an easement in the north 10 feet of the property.

Background: This former well site was part of Tacoma Water's 2001 acquisition of the Hyada
Mutual Service Company. The well was decommissioned soon after purchase and the site has
remained vacant since that time. The property is zoned Single Family residential, as part of the

- Browns Point/Dash Point Community Plan by Pierce County. As the property was not essential
to Tacoma Water's needs, it was declared surplus in 2002. In July 2008 the property was
offered for sale via a sealed bid process and the Public Utility Board declined to sell the property
due to market conditions. Another sealed bid process was conducted in March 2015 and no
bids were received. The property has been continuously listed on the City’s surplus website
and was recently listed with a real estate broker for the appraised value of $160,000.

Tacoma Water has accepted an offer from Mr. and Mrs. Norton for $160,000. The Nortons
intend to develop and occupy a single family residence on the property. The offer is subject to
both Public Utility Board and City Council approval. The sale proceeds will be used to offset the

historical costs incurred to replace and upgrade the infrastructure included in the 2001
acquisition.

Schedule: Upon approval from the Public Utility Board, Real Property Services will hold a
Public Hearing and seek final approval of the transaction from the Tacoma City Council. If
. approved, the transaction will be completed by September 30, 2017.

Thank you for your consideration of this request.




Tacoma Water Surplus Property

J F a2 |
&

Subject - TPN 0321163140 1

B W i
T t: - 1.-—»:---»."._ —— :

e Approximately 0.30 Acres (or approximately 13,000 SF)
e Vacant tract @ southwest corner of 51* Street NE and Caledonia Road NE
e As-is/ Where-is Condition of Sale
e Reserve Easement in North 10 Feet to Tacoma Water
e Quit Claim Deed
e Estimated Value per appraisal - $160,000



GITY OF TACOMA
DEPARTMENT OF PUBLIC UTILITIES
WATER DIVISION
REAL ESTATE PURCHASE AND SALE AGREEMENT
AGREEMENT NO. A3143

Reference No.: P2017-021
Seller: Clty of Tacoma, Department of Puhlic Utilitles,
Water Division, {(d.b.a. Tacoma Water)
Buyer: Jeff A. and Mary J. Norton
Abbreviated
Legal Description: Portion SW%, 16, T21N, RO3E, W.M., Plerce Co., WA
County: Pierce
Tax Parce! No.: 0321163140

This REAL ESTATE PURCHASE AND SALE AGREEMENT (this “Agreement’) Is
entered Into as of Ap.it 28, 2017 between the GITY OF TACOMA, DEPARTMENT OF PUBLIC
UTILITIES, WATER DlVlSlON (d.b.a. Tacoma Water) a first class munlclpal corporation
("Sellar) and Jeff A. and Mary J. Norton (“Buyer”).

RECITALS

WHEREAS, Seller Is the owner of certaln real property more particularly described In
Section 1 below.

WHEREAS, Buyer deslres to purchase from Seller, and Seller desires to sell to Buyer the
real property on the terms and conditlons set forth heraln,

NOW THEREFORE, In considératlon of the mutual covenants contalned In this

Agresment and for other good and valuable conslderation, the recelpt and sufficlency of which
are hereby acknowledged, Seller and Buyer agree as follows:

AGREEMENT

1. Real Property. Seller agrees to sell and convey to Buyer and Buyer agrees to purchase
from Seller, subject to the terms and conditions set forth In this Agreement, the real property

located at XXX Caledonia Rd NE 98422 In the County of Pierce and State of Washington, more
particularly described as follows:

{See attached legal description Exhibit A}
Also known as Plerce County Tax Parcel Number 0321163140 (the “Property”).

2. Deposlt. Upon exacution of the Agresment by both Seller and Buyer, Buyer shall dellver
to WFG Tltle Insurance Company In Tacoma, Washington (the “Title Company"), as escrow
agent for the closing of this transaction, an earnest money deposit In the amount of Two
Thousand and Five Hundred U.S. Dollars ($2,500.00) (the "Deposit’) as part payment of the
purchase prlce of the Property. The Deposit will-be held by the Title Company for the bensfit of
the partles pursuant to the terms of this Agreement. Any Interest that accrues on the Deposit wil
be for the benefit of Buyer; provided, however, that If Buyer forfelts the Deposit to Seller pursuant
to the terms of this Agreament, then all Interest accrued on the Deposit wil be pald to Seller,

3. Purchase Price. The total putchase price for the Property (the “Purchase Price”) will be
One Hundred Sixty Thousand U.S. Dollars ($160,000.00), to which the Deposlt shall be a fully

applicable part. The Purchase Price, Including the Deposlt, will be pald to Seller In cash through
esorow at Closing. _




T‘ltle to Property.

4.1 Convevance. At closing Seller shall convey to Buyer fee simple title to the
Property by duly executed and acknowledged quit claim deed (the “Deed?), subject only
to those encumbrances that Buyer approves pursuant to Sectlon 4.3 below (the
“Permitted Encumbrances”), '

4.2 Prellminary Commitment, Upon execution of this Agresment, Seller authorlzes .
Buyer to order a preliminary commitment for an owner's standard coverage polloy of title
Insurance In the amount of the Purchase Price to be issued by the Title Company and -
accompanied hy coples of all documents referred to In the commltment (the "Prellmlnary
Commitment”}; . : :

4.3 Condition of Tifle. Buyer shall advise Seller by wrliten notice what
encumbrances to tltle, If any, are disapproved by Buyer (“Disapproved Encumbrances”)
within 10 (ten) business days of recalpt of the Preilminary Commitment. All monetary
encumbrances other than non-delinquent ad valorem property taxes will be deemed to be
disapproved, - Seller will have ten (10) business days after recelpt of Buyer's notlce {o
give Buyer notloe that (I} Seller will remove Disapproved Encumbrances, or (1) Seller
elects not to remove Disapproved Encumbrances. If Seller falls to glve Buyer notlce
before the explration of the ten (10) day perlod, Seller will be deemed to have elected not
to remove Disapproved Encumbrances. Notwithstanding anythling to the contrary in this
Agreement, Seller shall remove from title on or before the Closing Date all manetary
encumbrances other than those approved by Buyer, If Seller elects not to remove any
Disapproved Engumbrances, Buyer will have fifteen (15) business days to notify Seller of
Buyer's election elther to proceed with the purchase and take the Property subject to
those encumbrances, or to terminate this Agreement. If Buysr elects to terminate thls
Agreement pursuant to this sectlon, the escrow wlll be terminated, the Deposlt will ba
returned iImmediately to Buyer, all documents and other funds will be returned to the
party who deposited them, and nelther party wili have any further rights or obligations
under this Agreement, except as otherwise provided for In this Agreement. If this
Agreement Is terminated through no fault of Seller, then Seller and, Buyer shall share

squally any costs of terminating the escrow and any cancellation fea for the Preliminary
Commitment. :

4.4 Tile Foloy, Seller, at Seller's expense, shall cause the Title Company to Issue
to Buyer at closing a standard coverage owner's polloy of title Insurance insuring Buyer's
title to the Property In the full amount of the Purchase Prlce subject only to-the Permitted
Encumbrances (the “Title Policy"). The Title Policy must be dated as of the Closing Date.

Conditlons to.Closing.

51 - Tacoma_ Public Utlity Beard end Tacoma Clty Council Apgroval. This
_ Agreement, and the fransaction contemplated hereby, must be duly approved by
the Tacoma Public Utllity Board and the Tacoma City Councll prior to closing. If
said approvals are not obtalned, this Agreement will termlinate, and the Depaoslt,
less any costs advanced or committed for Buyer as authorlzed herein, or other
costs subsequently agreed to in writing, will be returned immediatsly to Buyer, all
documents and other funds will be returned to the party who deposlted them, and
nelther party will have any further rights or obligations under this Agreement,
except as otherwlse provided for In this Agreement, Nothing in this Paragraph 5.1
will obligate the Seller to obtain City Counclt approval beyond the ordinary course

of Clty procedure. -




5.2 Feaslbillty Study, Buyer will have until 46 Days from mutual acceptance of
this Agreement as evidenced by the last date slgned by Seller (the
‘Feaslbllity Study Perlod”) to conduct a review of the Property and satlsfy Itself
with respect to the condition of and other matters related to the Property and Its
sultablllty for Buyer's Intended use (the “Feasibllity Study”). The Feasibllity Study
may Irclude all inspections and studies Buyer deems reasonably necessary or
desirable. Buyer and Buyer's agents, representatives, consultants, archltects
and englneers will have the right, from time to time, from and after the date of this
Agreement to enter onto the Property and make borings, drive test plles and
conduct any other reasonable tests and studies that may be necessary or
desirable to ascertaln the condition and sultability of the Property for Buyer's
Intended use. Such tests and Inspactions are to be performed in & manner not
disruptive to the operatlon of the Property. Buyer shall protect, defend and
indemnify Seller from and against any construction or other flens or

ehcumbrances arising out of or In connection with its exarclse of this right of -

entry and shall cause any such liens or encumbrances to be promptly released.

5.3 Non-Sultabllity. Buyer will have the right to terminate this Agreement If, In
Buyer's good falth Judgment, the Property Is not suitable for Buyer's Intended
use. Buyer's right to termlnate must be exercised by dellvering written notlce of
Its election to Seller on or before the explration of the Feasibillty Study Perlod. In
the event Buyer does not complete the purchase, Buyer shall return the Property
as hear as ls practicable to Its orlginal condition. If Buyer terminates this
Agreement pursuant to thls section, the Deposit, less any costs advanced or
committed for Buyer, will be.returned to Buyer, this Agreement wlll terminate, and
Seller and Buyer wlll be released from all further obligation or Hlabllity hersunder,
except as ofherwise specified by thls Agreement and except for Buyer's
obligations to Indemnify Seller under this section, Fallure by Buyer to notify
Seller In writing of any matters affecting the sultabllity of the Property, whether or

riot an Mspection has been carrled out, shall deem Buyer to have walved this
contingency.

6.4 Buver's Indemnification. Buyer agrees to assume all llability for and to defend,
: Indemnify and save Seller harmless from all llabllity and expense (including
reasonable costs and aftorneys’ fees) In connection with all claims, suits and
actlons of every name, kind and description brought agalnst Seller or its agents
or employees by any person or entlty as a result of or on account of injurles or
damages to persons, entltles and/or property recelved or systained, arlsing out
of, In connection with or as a result of the acts or omisslons of Buyer, or its
agents or employees In exercising its rights under thls Agresment and the right of

entry granted in connectlon with Its Feaslbllity Study, except for claims caused by
Seller's sole negligence.

Condltlon of the Property.

6.1 - fAs Is" Buyer acknowledges that the Property will be purchased under this
Agreement In an "as is” conditlon, Seller shall surrender the Property in as good
condition, except for normal wear and tear, as exists on the date of this Agreement,

Seller agrees that it will not damage nor commit waste on the Property between the date
of acceptance of this Agreement and the date of closing.

6.2 Inspections, Buyer agrees that It will rely on Its own Inspections and evaluations
of the Property, with the exception of written documentation, Including, but not iimited to

any disclosures, required by law, provided to It by Seller, to determlne the sultabliity of the
Property for Buyer's Intended use.




7. Closing. This ‘ransaction will be closed In escrow by the Title Company acting as escrow
agent (‘Escrow Agent’). The closing will be held at the office of the Title Company on or before
that date which Is thirty (80) days after the end of the Feaslbllity Study Perlod, but In no event
later than August 31, 2017 (the “Closing Date"). If Closing does not occur on or before the
Closing Date, or any later date mutually agreed to In writing by Seller and Buyer, Escrow Agent
wilt iImmediately terminate the escrow, forward the Deposlt to the party entitled to recelve it as
provided In this Agreement and return all documents to the party that deposlted them. When
notifled by Escrow Agent, Buyer and Seller ‘wlll _deposlt with Escrow Agent without delay all
Instruments and moneys required to complete the transaction In accordance with this Agreement.
“Closing," for the purpose of thls Agreement, Is defined as the date that all documents are
executed, the sale proceeds are avallable for dishursement to the Seller, and legal title passes to
the Buyer.

8. Closing Costs and Prorations. Seller shall pay the premium for a standard coverage
owner's policy of title Insurance In the full amount of the Purchase Price, state of Washington real
estate excise taxes applicable to the sale, and one-half of the Escrow Agent's escrow fee, Buyer
shall pay the additional premium, If any, attrioutable to an extended coverage owner's policy of °
tifle Insurance (If elected by Buyer) and any endorsements required by Buyer, any financing
costs, the cost of recording the deed and any financing documentation, and one-half of the
Escrow Agent's escrow fee. Property taxes and assessments for the current year, watsr and
ather utllity charges, If any, shall be prorated as of the Closing Date unless otherwise agreed.
Seller Is a property tax exempt organization pursuant to R.C.W. 84.86.010, and therefore property
taxes will only be due from Buyer for its ownership from and after the Closing Date.

9. Casualty Loss. Seller shall promptly notlfy Buyer of any event prlor to the Closing Date
which causes damage to or destruction of any portion of the Property. If Buyer and Seller cannot
come to an agreement regarding any such damage to ot destruction of the Property, including the
settlement of any Insurance clalms, then Buyer and Seller will each have the tight to terminate
this Agreement by giving written notice of termination to the other party within twenty (20) days
after recelpt of actual notlce of such casualty loss. Upon exerclse of such termination election by -
elther party, this Agreement will termlnate, and the Deposlt wlll be returned to Buyer.

10, Possesslon. Seller shall deliver possession of the Property to Buyer on the Closing Date.
Seller shall remove any and all personal property from the Property on or before the Closing
Date, unless specifically authorized In writing by Buyer.

11. Events of Default. In the event Buyer falls, without legal excuse to complete the
purchase of the Property, then that portion of the Deposit which does not exceed five percent
(6%) of the Purchase Price shall be forfeited to Seller as the sole and excluslve remedy avallable
to Seller for such fallure. In the event Seller falls, without legal excuse, to complete the sale of
the Property, Buyer shall be entitled to Immediate return of its Deposit, and may pursue any
remedles avallable to It In law or equity, Including specific performance. ,

12, Notices. Any notlce under this Agreement must be In wrlting and be personally delivered,
delivered by recognized overnight courler service, glven by mall or via facsimile, E-mall
transmisslon of notice shall not be effective, All notices must be addressed to the parties at the
following addresses, or at such other addresses as the parties may from time to time direct In
writing:

Seller: Tacoma Public Utllitles — Real Property Services
ABS - 2™ Eloor .
3628 S, 35™ Straot
Tacoma, WA 98409 )
Facsimile No.: (263) 502-8539




Buyer: Jeff. A, .and Mary J. Norton
0621 37" Ave SW
Seattle, WA 08126
Jnorton@seattlelutheran,org
Facsimlile No.: N/A

With a copy to: Better Propertles Commencement Bay LLC
1821 Dotk St Ste 102
Tacoma, WA 98402
Facsimlle No.: (2563) 220-2087

With a copy to: Erlc Slawson / Keller Willlams Downtown Seattle
"1100.Dexter Ave N Ste 275
Seattle, WA 98109
erlc@alchemyrealestate.com
Facsimlie No.: N/A

Any notlce will be deemed to have been given, when personally delivered, and if dellvered by
‘courfer service, one business day after deposlt with the courler service, and If malled, two

business days after daposlit In the U.8. mall, and If dellvered by facsimile, the same day as
“verlfled, : ' .

13. Counterparts: Faxed Signatures. This Agreement may be executed In any number of
counterparts and by different parties hereto, each of which counterpart when so executed shall
have the same force and effect as If that party had signed all other counterparts. Facsimlle
transmitted signatures shall be fully binding and effective for all purposes,

14, Brokers and Finders.  Seller's broker Is Christopher John of Better Properties
Commencement Bay LL.C. Buysr's broker Is Erlc Slawson of Keller Willlams Downtown
Seattle. [n the event any broker or ather person makes a claim for a commission or finder’s fee
based upon the transaction contemplated by this Agreement, the party through whom sald broker
or other person makes Its clalm shall indemnify and hold harmless the other party from sald claim
and all liabllitles, costs and expenses related thereto, Including reasonable attorneys’ fees, which

may be Incurred by such other party In connection with such clalm, This Indemnity shall survive
the closing of this transaction.

18. Amendments. This Agreement may be amended or modified only by a written Instrument
exscuted by Seller and Buyer,

18, Continuation and Survival of Representations and Warrantles. All representations and
warrantles by the respective partles contalned In this Agreement or made In writing pursuant to
this Agreement are Intended to and will remain true and correct as of the time of Closing, wiil be
deemed to be materlal, and will survive the execution and delivery- of this Agresment and the
delivery of the Deed end fransfer of title for a perlod of 6 (six) months whereupon they shall
terminate, Such represuntations and warrantles, however, are not assighable and do not run with

the land, except as may be expressly provided hereln or contained In a written Instrument slgned
by the party {o be charged. ' '

17, Governlng Law. This Agresment will be governed and construed In accordance with the
laws of the state of Washlngton. :

18. Attorney Fees. If elther party falls to perform any of its obligations under thls Agreement
or if & dlspute arlses concerning the meaning or interpretation of any provision of this Agreement,
the defaulting party or the party not prevalling In the dispute, as the case may be, shall pay any
and all costs and expenses Incurred by the other party In enforcing or establishing its rights under




thls Agreement, Including without limitation, court costs and reasonable attorney fees Incurred In
connectlon with any federal, state or bankruptey proceeding. :

19, Time of the Essence. Time Is of the essence of this Agreement and of all acts’rquIred to
be done and performed by the partles hereto, :

20, FIRPTA. The Escrow Agent Is Instructed to prepare a certification or equivalent that
Seller Is not a "forelgn person” within the meaning of the Forelgn Investment in Real Property Tax
Act ("FIRPTA"), and Seller agrees to sign this certification. If Seller Is a “forelgn person’ as the
same s defined by FIRPTA, and this transactlon Is not otherwise exampt from FIRPTA, Escrow
Agent s Instructed to withhold and pay the required amount to the Internal Revenus Service, .

21. . Walver. Nelther Seller's nor Buyer's walver of the breach of any covenant under this
Agreement will be construed as a walver of the breach of any other covenants or as g walver aof a
subsequent breach of the same covenant, : .

22, Nonmerger. The terms and provisions of this Agreement, including without limitation, all
Indemnification obligations, will not merge In, but will survive, the closing of the fransaction
" contemplated under the Agreement, ’ ' .

23, 4Asslgnment. Buyer shall not assign this Agreement without Seller's priop wr!tteh conhsent,
~ which consent may not ba unreasonably withheld or delayed,

24, Negollatlon and Construction. This Agreement and each of Its terms and provislons are
deemed to" have been expllcltly negotiated between the patties, and the language In all parts of
this Agreement will, in all cases, be construed according to Its falr meaning and not striotly for or
~agalinst elther party, '

26, Additlonal Acts. Except as otherwlse provided herein, In addition to the acts and deeds
raclted hereln and contemplated to be performed, executed and/or delivered by any party hereto,
the parties agree to perform, execute and/or deliver, or cause to be performed, executed and/or
deliversd, any and all such further acts, deeds and assurances, which may reasonably be
required to give effect to the Agreement contemplated hereln, ’

26. Walver of RCW _64.06 Dlsclosure, Buyer and Seller acknowledge that the Property may
constitute "Commerclal Real Estate” or “Residential Real Property” as defined in RCW 64.06.005.
Buyer walves recelpt of the seller disclosure statement required under RCW 64.06 for
transactions Involving the sale of such real property, except for the section antltled
“Environmental.” The Environmental section of the seller disclosure statement Is attached to this
Agreement as Exhibit ' 'A«1" (the “Disclosure Statement”). :

217, Entire Agreement. Thls Agreement constiutes the entlre agreement between the partles
with respect to the purchase and sale of the Property, and supersedes all prior agreements and
understandings, oral or written, ‘between the parties relating to the subject matter of this
Agresment, :

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date set
forth above, :




SELLER: BUYER:

Vs ~
// /{ , VY4 Vo
ZZ Z v, (\;4 =5 )))
William A. Gaines, ‘Date 7/l Date
Utilities Director / CEO ! 0&"

AN AL
Gl — el a0 5.0, 17
Crwd Mu@al Date A7 T Date
Acting Water Superintendent ( d

Approved as to form:

74 %/)

Oﬁ' ice of Clty Atfbrney Date

City of Tacoma Review

TACOMA WATER

qécc'¢~7 /[ /./(/—_ -

Greg Volkhdrdt Date
Environmental Services Manager

! (
A ¥ (.(f,»’v‘( 5 / 7 ,' 177
Jodi Collins "Date
Financial Man /ager

M’ /Qf//é( Ny 1Y, 2017

/John Haase Date
Surveyor
7
FINANGE: S -
/ / f ZC 20| )
,Anﬁrew C/hefullu// Date

(7 Director;of Fina




EXRIRIT 4An
LEGAL DESCRIPTION

THE EAST 80 FEET OF THE FOLLOWING DESCRIBED PROPERTY:

BEGINNING AT THE INTERSECTION OF A LINE PARALLEL WITH AND 234 FRET NORTH OF THE $OUTH LINE
OF THE NOR'TH MALE OF THE 8OUTHWEST QUARTER OF THE BOUTHEAST QUARTER OF THE
SOUTHWEST QUARTER OF BEQTION 18, TOWNSHIP 21 NORTH, RANGE 3 EAST, WM, PIERCE CQUNTY,
WASHINGTON, WITH THE EAST LING OF EAST 8IDE DRIVE; -

THENGE EAST ON SAID LINE 136 FEET, S )

THENGE SOUTH PARALLEL WITH THE EAST LING OF BAID DRIVE 134 FEET,

THENCE EAST PARALLEL WITH THE SOUTH LINE OF SAID BUBDIVIBION, 407,22 FEET TOTHE EAST LINE
OF THE PROPERTY ACQUIRED BY GHARLES NEWOOM BY DEED RECORDED FRBRIJARY 8, 1921 UNDER
RECORDING NO, 687108, REGORDS OF SAID COUNTY; :

THENCE NORTH 1 DEGREE 28 MINUTES 26 BECONDS WIEST ALONG SAID LINE TO THE NORTH LINE O
THE NORTH HALF OF THE SOUTHEAST QUARTER OF THE BOUTHEAST QUARTER OF THE BOUTHWEST
QUARTER OF BAID 8ECTION: .

THENCE WEBT TO THE EAST LINE OF BAST BIDE DRIVE;

THENCE 8OUTH TO THE POINT OF BEGINNING;

EXCEPT THE NORTH 16 FEET FOR 58T 8TREET NORTHEAST,

SITUATE IN THE COUNTY OF PIERGE, 8TATE OF WASHINGTON,




Exhibit 4
REAL PROPERTY DISCLOSURE STATEMENT
(ENVIRGNMENTAL ONLY)

INSTRUCTIONS TO THE SELLER

Please complete the following form. Do not leave any spaces blank. If the question
. clearly does not apply to the property write "NA." If the answer is "yes" to any * ltems,

please explain on attached sheets. Please refer to the line number(s) of the question(s)
when you provide your explanation(s). For your protection you must date and sign each
page of this disclosure statement and each attachment. Delivery of the disclosure
statement must occti not later than five business days, unless otherwise agreed, after
mutual acceptance of a written contract to purchase between a buyer and a seller,

NOTICE TO THE BUYER

THE FOLLOWING DISCLOSURES ARE MADE BY SELLER ABOUT THE CONDITION

OF THE PROPERTY LOCATED AT "THE PROPERTY"),
OR AS LEGALLY DESCRIBED ON ATTACHED EXHIBIT 4-7 Agge-liy

SELLER MAKES THE FOLLOWING DISCLOSURES OF EXISTING MATERIAL FACTS
OR MATERIAL DEFECTS TO BUYER BASED ON SELLER'S ACTUAL KNOWLEDGE
OF THE PROPERTY AT THE TIME SELLER COMPLETES THIS DISCLOSURE
STATEMENT. UNLESS YOU AND SELLER OTHERWISE AGREE IN WRITING, YOU
HAVE THREE BUSINESS DAYS FROM THE DAY SELLER OR SELLER'S AGENT
DELIVERS THIS DISCLOSURE STATEMENT TO YOU TO RESCIND THE
AGREEMENT BY DELIVERING A SEPARATELY SIGNED WRITTEN STATEMENT-OF
RESCISSION TO SELLER OR SELLER'S AGENT. IF THE SELLER DOES NOT GIVE
YOU A COMPLETED DISCLOSURE STATEMENT, THEN YOU MAY WAIVE THE

RIGHT TO RESCIND PRIOR TO OR AFTER THE TIME YOU ENTER INTO A SALE
AGREEMENT,

THE FOLLOWING ARE DISCLOSURES MADE BY SELLER AND ARE NOT THE
REPRESENTATIONS OF ANY REAL ESTATE LICENSEE OR OTHER PARTY, THIS
INFORMATION IS I'CR DISCLOSURE ONLY AND 1S NOT INTENDED TO BE A PART
OF ANY WRITTEN AGREEMENT BETWEEN BUYER AND SELLER.

FOR A MORE COMPREHENSIVE EXAMINATION OF THE SPECIFIC CONDITION OF
THIS PROPERTY YOU ARE ADVISED TO OBTAIN AND PAY FOR THE SERVICES OF
QUALIFIED EXPERTS TO INSPECT THE PROPERTY, WHICH MAY INCLUDE,
WITHOUT  LIMITATION, ARCHITECTS, ENGINEERS, . LAND SURVEYORS,
PLUMBERS, ELECTRICIANS, ROOFERS, BUILDING INSPECTORS, ON-SITE
WASTEWATER TREATMENT INSPECTORS, OR STRUCTURAL PEST INSPECTORS.
. THE PROSPECTIVE BUYER AND SELLER MAY WISH TO OBTAIN PROFESSIONAL

ADVICE OR INSPECTIONS OF THE PROPERTY OR TO PROVIDE APPROPRIATE

PROVISIONS IN A CONTRACT BETWEEN THEM WITH RESPECT TO ANY ADVICE,
INSPECTION, DEFECTS, OR WARRANTIES.

Page 1 of 3



Seller [] Is/ I’Z{ is not occupying the property.

*A.

. *B.

*C.

. *D.

*E
*F

*G
*H
¥l

X

I. SELLER'S DISCLOSURES:!

“If you answer "Yes" to a question wlith an asterlsk (*), please explain your answer and attach

documents, if avallable and not otherwxse publicly recorded. If necessary, use an attached
sheet,

ENVIRONMENTAL

Has thers bean any flboding, standing water, or
drainage problems on the property that-affect the
property or access to the property?

Is there any materlal damage to the property from
fire, wind, floods, beach movements, earthquake,
expansive soils, ot landslides?

Are there any shorelines, wetlands, floodplains, or
critical areas on the property?

Are there any substances, materials, or products
in or on the property that may be environmental
concerns, such as asbestos, formaldehyde, radon
gas, lead-based palint, fuel or chemical storage
tanks, or contaminated soll or water?

Is there any soll or groundwater contamination?

Has the praperty bean used as a legal or lllsgal

dumping site?

Has the property been used as an iHlegal drug
manufacturing site?

Does any part of the property contain fill dirt,
waste, or other fill material?

Has the pruserty been used for commercial or
industrial purposes?

Are there any radio towers that cause interference
with cellular telephone reception?

YES NO
O 0O
O O
oo
o
A
0o o
O 0O
0 o
® O
O O

DON'T
KNOW

g

1=

=N v g 10

The foregoing answers and attached explanations.(if any) are. complete and correct to the

bast of my/our krnowledge and l/we have received a copy hereof. l/we authorize all of my/our
real estate licensees, If any, to deliver a copy of this disclosure statement to other real estate
llcensees and all prospective buyers of the property.

DATE:
DATE:

:2/ 7;*‘-/ /7 SELLER

SELLER

Page 2 of 3
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NOTICE TO BUYER -

INFORMATION REGARDING REGISTERED SEX OFFENDERS MAY BE OBTAINED
FROM LOCAL LAW ENFORCEMENT AGENCIES. THIS NOTICE IS INTENDED ONLY
TO INFORM YOU OF WHERE TO OBTAIN THIS INFORMATION AND IS NOT AN
INDICATION OF THit PRESENCE OF REGISTERED SEX OFFENDERS.

BUYER'S ACKNOWLEDGMENT

A. Buyer hereby acknowledges that: Buyer has a duty to pay diligent attention to any
material defects that are known to Buyer or can be known to Buyer by utilizing
diligent attention and observation.

B. The disclosures set forth in this statement and in any amendments to this
statement are made only by the Seller and not by any real estate licensee or other
party.

C. Buyer acknowledges that, pursuant to RCW 64.06.050(2), real estate licensees
are not liable for inaccurate information provided by Seller, except to the extent
that real estate licensees know of such inaccurate information.

D. This information Is for disclosure only and is not intended to be a part of the written
agreement between the Buyer and Seller,

E. Buyer (which term includes all persons signing the "Buyer's acceptance" portion of
this disclosure statement below) has received a copy of this Disclosure Statement
(including attachments, if any) bearing Seller's signature.

DISCLOSURES CONTAINED [N THIS DISCLOSURE STATEMENT ARE PROVIDED BY
SELLER BASED ON SELLER'S ACTUAL KNOWLEDGE OF THE PROPERTY AT THE
TIME SELLER COM"LETES THIS DISCLOSURE STATEMENT. UNLESS BUYER AND
SELLER OTHERWISE AGREE IN WRITING, BUYER SHALL HAVE THREE BUSINESS
DAYS FROM THE DAY SELLER OR SELLER'S AGENT DELIVERS THIS DISCLOSURE
STATEMENT TO RESCIND THE AGREEMENT BY DELIVERING A SEPARATELY
SIGNED WRITTEN STATEMENT OF RESCISSION TO SELLER OR SELLER'S AGENT.
YOU MAY WAIVE THE RIGHT TO RESCIND PRIOR TO OR AFTER THE TIME YOU
ENTER INTO A SALE AGREEMENT.

BUYER HEREBY ACKNOWLEDGES RECEIPT OF A COPY OF THIS DISCLOSURE
STATEMENT AND ACKNOWLEDGES THAT THE DISCLOSURES MADE HEREIN ARE

THOSE OF THE SELLER ONLY, AND NOT OF ANY REAL ESTATE LICENSEE OR
OTHER PARTY.

Date: § /-1 BUYER . 4 //*"éf'

'3 B = 4 4 / .-’"l : { 71 ;
Date: S~ — [ F BUYER [ VL2 Vo)A
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Resl Property Disclosure Statement
(Envqunmental Only)

RE: Plerce County Parcel #0321163140

Addltlonal l-nformatlon retated to ttem L.l

L3

The property was prevlously owned by the Hyada Mutual Servlce Company, a non-profit
corporation that operated a publlc water system supplylng approxlmate[y 250 customers in
the Brown's Point area. To the best of my knowledge, Hyada Mutual Sérvice Company
malntalned a single well on the property. When Tacoma Water acquired this parcel In 2004,
.the well was capped In accordance with State Law,



Appendix A1 Legal Description -

Piarce County Parcel #0321163140

Sectlon 16 Townshlp 21 Range 03 Quarter 34 : E 60 FT OF FOLL BEG 234 FT N OF S LI OF N 1/2 OF SW.OF
SE OF SW & E LI OF E SIDE DR TH E 135 FT TH S 134 FT TH E 407.22 FT TH PAR WITH W LI SD SUBD N 01

DEG 28,MIN 26 SEC W TO N LI SD SUBD THW TO E LI E SIDE DR TH S TO BEG EXC N 15 FT RD
(DCCBEMS6-1- 81) (DC7-25-20015G)



Addendum #1 to
City of Tacoma Department of Public Utilities Water Division
Real Estate Purchase and Sale Agreement No. A3143

THIS Addendum is hereby incorporated into that certain Real Estate Purchase and Sale Agreement
dated April 28, 2017, by and between CITY OF TACOMA, Department of Public Utilities, Water Division
(d.b.a. Tacoma Water), a first class municipal corporation (“Seller”) and Jeff A. and Mary J. Norton .
(“Buyer”), collectively the “Parties”;

WITNESSETH

WHEREAS the Parties have executed the aforementioned Real Estate Purchase and Sale Agreement,
dated April 28, 2017 (the “Agreement”), and

WHEREAS Section 7 of the Agreement states that the closing will be held “...on or before that date which
is thirty (30) days after the end of the Feasibility Study Period, but in no event later than August 31, 2017
(the “Closing Date")", and

WHEREAS the Feasibility Study Period expired July 16, 2017 with no notice of Non-Suitability having
been received by the Seller, and the Seller subsequently requires more time than originally anticipated to
obtain the approval of the Public Utility Board and the Tacoma City Council.

NOW THEREFORE, in consideration of the mutual promises and obligations herem the Parties agree as
follows:

1. Although diligent efforts will be made to close the transaction sooner, the Closing Date shall
be extended to September 30, 2017.

2. This Addendum may be signed in counterparts and assembled to form a complete addendum
to the Agreement.

3. All other terms of the Agreement shall remain the same unless formally amended in writing

upon mutual agreement of the Parties.

IN WITNESS WHEREOF the Partles hereto have entered into this Addendum effective as of the
day of July 2017,

SELLER: BUYER:

William A. Gaines .Date Jeff A. Norton Date
Director of Utilities/CEQ

Acting Water Superintendent Date - Mary J. Norton Date

Approved as to form:

. Deputy City Attorney Date
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TACOMA POWER

2017-2018 BALANCED BUDGET CASH PROJECTION
(000's omitted)

[ Jun-17 Jun-17 Jul-17 Aug-17 Sep-17
Estimate Actual
Beginning Cash Balance (4) 178,194 178,194 181,823 177,434 172,020
Cash In
Retail Sales 26,277 27,179 24,101 24,730 23,852
Wholesale Sales 5,628 5,258 4,903 2,677 2,035
Telecommunications 2,286 2,199 2,305 2,407 2,434
Other Revenue 2,017 2,216 2,017 2,017 2,017
Total Cash In 36,208 36,852 33,326 31,831 30,338
Cash Out
Personnel Costs 11,565 10,944 7,710 7,710 7,710
Debt Service 2,564 2,569 3,019 3,019 3,019
Taxes 5,523 4,970 4,463 4,036 4,707
BPA Purchases 10,866 10,353 10,550 10,900 11,388
Wholesale Purchases 1,984 760 1,947 1,554 1,292
Supplies, Other Services & Charges 6,616 4,901 6,616 6,616 6,616
Capital Outlay 3,410 3,731 3,410 3,410 3,410
Total Cash Out 42,528 38,228 37,715 37,245 38,142
Net (6,320) (1,376) (4,389) (5,414) (7,804)
Change in AIR 7,176
Change in A/P (2,171)
Ending Cash Balance 171,874 181,823 177,434 172,020 164,216

The accompanying notes are an integral part of these cash projections.

Power June 2017 Cash Projections



TACOMA POWER
2017-2018 CURRENT FUND CASH PROJECTIONS

Notes:
1. While this projection is based primarily on historic patterns, it is factored by actual revenue
and expense elements when known or when they can reasonably be estimated.

2. Based on Public Utility Board and City Council resolutions, the Division should maintain
a minimum cash working capital balance of approximately $115.3 million (90 days) in the 2017/2018
biennium. Due to seasonal fluctuations, however, the Division may on occasion drop below this
recommended level. The cash balance in any month should never be allowed to drop more than
40% below the recommended level ($69.2 million).

3. Commitments: These projections are based on the 2017/2018 budget.
4. "Actual" cash and investment balance as of June 1st, 2017.

5. BPA Purchase information provided by Power Management March 9th, 2017.
BPA billings are net of Wynoochee and LaGrande/Cushman billing credits.

6. The Capital Outlay projection is based on the 2017/2018 budget.

7. Regular debt service includes the interest and principal payments on all outstanding
Electric System Revenue and Refunding bonds.

8. Retail revenue in this projection is based on the Retail Sales and Forecast
provided by the Rates, Planning and Analysis division.

9. On the Current Fund Cash Projections graph the most recent projection
is labeled "CURRENT PROJ." Also shown are three scenarios based on estimated
wholesale power sales revenues under current forward wholesale market prices and the following
streamflow conditions:
» Scenario 1 represents critical water conditions for 12 months followed by adverse water conditions.
« Scenario 2 represents adverse water conditions.
» Scenario 3 represents average water conditions.

10. Wholesale Sale/Purchase information provided by Power Management on July 17th, 2017.
Significant Changes:
Wholesale Purchases was ($1.2) million less than projected due to lower market prices.

Supplies, Other Services & Charges came in under estimates by ($1.7) million. These estimates are based
on an even spread of the biennial budget and, therefore, will vary from actuals on a monthly basis.

Power June 2017 Cash Projections
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Tacoma Public Utilities
Power Bonds
As of June 30, 2017

4700-13CON
Revenue Bonds
Bond Type
Issue Date 6/1/2013
Months Transpired 46
Construction Fund Proceeds 93,743,000
Investment Revenue 1,455,444
Period
2013 (11,583,188)
2014 (45,757,017)
2015 (5,099,210)
2016 (25,786,936)
1/31/2017 (81,348)
2/28/2017 (12,329)
3/31/2017 (7,210,199)
4/30/2017 326,072
5/31/2017 -
6/30/2017 5,714
Total Spending (95,198,441)
Remaining Bond Balance 3
Actual % Spent 102%
Cash Balance 3

Power June 2017 Cash Projections



4700-13CON

PROJECT EST $$ ACT $$ DIFF

Cushman 1 Replace GSU Transformer Bank 2 - 347 347

Cowlitz Falls Downstream Fish Passage - 5,367 5,367
- 5,714 5,714

TOTAL Spending vs. Projection

Power June 2017 Cash Projections
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2017/2018 CURRENT FUND CASH PROJECTIONS

TACOMA WATER

(000's omitted)

Jun-17 Jun-17 Jul-17 Aug-17 Sep-17

Estimate Actual Estimate Estimate Estimate
[Beginning Cash Balance [ 52,746 52,746 52,078 52,198 54,366 |
Cash In
Water Sales 6,576 7,104 7,004 9,397 7,563
Public Fire Protection (collected) 279 390 233 287 224
Interest 23 73 23 23 23
Other Revenue 297 407 306 331 310
BABs Subsidies 231 248 231 231 231
[Total Cash In 7,406 8,222 7,797 10,269 8,351 |
Cash Out
Personnel Costs 3,082 2,759 2,055 2,055 2,055
Supplies, Other Services & Charges 2,213 2,381 2,420 2,526 2,280
Taxes 1,065 932 989 1,307 1,206
Debt Service 2,214 2,187 2,213 2,213 2,213
Capital Outlay - a7 - - -
[Total Cash Out 8,574 8,306 7,677 8,101 7,754 |
Change in A/IR - (886) - - -
Change in A/P - 302 - - -
[Net Change in Cash [ (1,168) (668) 120 2,168 597 |
|[Ending Cash Balance [ 51,578 52,078 52,198 54,366 54,963 |

Water June 2017 Cash Projections



TACOMA WATER

2017/2018 CURRENT FUND CASH PROJECTIONS

Notes:

1. While this projection is based primarily on historic patterns, it is factored by actual revenue and
expense elements when known or when they can reasonably be estimated.

2. Based on City Council Resolution No. 38215, adopted March 8, 2011, the Division shoulc
maintain a minimum cash balance equal to 60 days of current expenditures ($15.964 million in
2017/2018). Due to seasonal fluctuations, however, the Division may on occasion drop below this
recommended level. The cash balance in any month should never be allowed to drop more than
40% below the recommended level ($9.578 million).

3. Projections for changes in A/P and A/R are not provided due to the variable nature of these accounts.

In general, a change in A/R is a result of a change in current month billings and collections, both of
which are indicators of current and future cash inflows. A change in A/P is a result of a change in
current month purchases and payments, both of which are indicators of current and future cash
outflows.

Explanation of Variances and/or Changes in Projections:

1.

Water Sales increased $0.5 million. Of that, Residential sales increased $0.4 million and Sales to
Other Public Utilities increased $0.1 million.

Water June 2017 Cash Projections
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Tacoma Public Utilities
Water Bonds
As of June 30, 2017

Water
4600-10WC 4600-13WC
Taxable Build America Revenue and Refunding
Bond Type Bonds Bonds
Issue Date 8/26/2010 5/7/2013
Months Transpired 83 50
Construction Fund Proceeds 70,583,000 50,672,000
Interest Income 3,264,840 1,064,925
Period
2011 (13,126,630) -
2012 (27,346,085) -
2013 (32,598,851) (5,767,218)
2014 4,004,026 (10,470,130)
2015 4,610,670 (10,684,407)
2016 16,395,475 (8,545,727)
1/31/2017 (277,688) (272,288)
2/28/2017 (825,242) (18,652)
3/31/2017 (1,388,636) (35,048)
4/30/2017 (1,597,225) (37,188)
5/31/2017 (379,296) (34,769)
6/30/2017 (394,110) (31,141)
Total Spending (52,923,592) (35,896,568)
Remaining Bond Balance 20,924,248 15,840,357
Actual % Spent 75% 71%
Cash Balance 20,924,248 15,840,357

Water June 2017 Cash Projections




4600-10WC

PROJECT EST S$ ACT $$ DIFF

15/16 Distribution Main Upgrades & Renew 117,916 117,916

17/18 Water Service Replace & Renewals 110,308 110,308

20 projects 165,886 165,886
TOTAL Spending vs. Projection 394,110 394,110

4600-13WC

PROJECT EST $$ ACT $$ DIFF

10 projects 31,141 31,141
TOTAL Spending vs. Projection 31,141 31,141

Water June 2017 Cash Projections
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Beginning Cash Balance

REVENUES (Cash-In)

Switching Revenue

Demurrage Revenue

Other Revenues

Lease Revenue

Interest Income

Service Maint/Trans Revenue

Reimbursement/Transfer Ins
Total Revenues

EXPENSES (Cash-Out)
Personnel Costs
Taxes
Supplies, Other Services & Charges
Assessments
Debt Service
Transfer Outs
Volume Incentive
Capital Outlay
Total Expenses

Change in AR
Change in AP

Net Increase (Decrease) in Cash

Ending Cash Balance

TACOMA RAIL
2017 CURRENT FUND CASH PROJECTIONS

(000's omitted)
Jun-17 Jun-17 Jul-17 Aug-17 Sep-17
Estimate Actual Estimate Estimate Estimate
$7,665 $7,665 7,101 $6,963 $6,727
(1)
2,047 1,901 2,117 2,199 2,005
96 109 96 96 96
22 16 22 22 22
80 154 90 90 90
8 9 8 8 8
155 157 155 155 155
2,408 2,346 2,488 2,570 2,376
(1)
1,663 1,605 1,220 1,220 1,220
226 234 233 241 223
801 512 754 702 558
140 153 139 140 139
138 138 90 108 111
325 209 190 395 295
3,293 2,851 2,626 2,806 2,546
3) 198
3) (257)
(885) (564) (138) (236) (170)
2 6,780 7,101 6,963 $6,727 $6,557

The accompanying notes are an integral part of these cash projections.

Rail June 2017 Cash Projections



TACOMA RAIL
2017 CURRENT FUND CASH PROJECTIONS

Notes:

1. While this projection is based primarily on historic patterns, it is factored by actual revenue and expense elements when
known or when they can reasonably be estimated.

2. Based on City Council Resolution No. 37101, adopted February 6, 2007, the Division should maintain a minimum cash
balance equal to 60 days of current expenditures ($5.478 million in the 2017/2018). Due to seasonal fluctuations, however,
the Division may on occasion drop below this recommended level. The cash balance in any month should never be allowed
to drop more than 40% below the recommended level ($3.287 million).

3. Change in AR and Change in AP are adjustments to the current month’s actual cash flows from Revenues and Expenses
which factor into the actual ending cash balance. A positive number in Change in AR indicates collections from outstanding
accounts receivables exceeded revenues billed in the same month. Conversely, a positive number in Change in AP
indicates that payments for goods and services were less than recorded expenses for the same month. The outstanding AR
and AP balances at the end of the month will impact the future cash inflows and outflows, respectively.

Significant changes since last projection:

1. The variance of ($146,000) in Switching revenue is primarily due to a decrease from anticipated Intermodal traffic going
through the Port of Seattle, due to a new shipping lines arrangement with the Northwest Seaport Alliance.

2. The variance in Supplies, Other Services and Charges of ($289,000) is due to the delay of invoices associated with the
Positive Train Control (PTC) project being expensed. The costs are anticipated to be expensed in July or August as the
project progresses.

3. The variance of ($116,000) in Capital Outlay is due to two project billings being moved to a future date.

Rail June 2017 Cash Projections
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MANAGEMENT DISCUSSION AND ANALYSIS

Fleet Services is reporting a net operating loss of $1.0 million year-to-date 2017
compared to a net gain of $205,000 recorded for the same time period in 2016.
Operating revenues decreased $999,000 and expenses increased $246.,000
respectively, resulting in a net decrease in operating income of $1.2 million compared
to 2016.

Revenues

Fleet Services operating revenue is comprised of five categories: Maintenance, Capital
Recovery, Administrative Overhead, Fuel and Fuel Loading and Pool Car Rentals.
Operating revenues were $2.9 million and $3.9 million at the end of the second quarter
of 2017 and 2016.

Maintenance revenues are mainly related to staff labor and were $1.1 million at the end
of the second quarter of both 2017 and 2016.

Capital recovery revenues are collected on each vehicle and piece of equipment based
on anticipated equipment replacement needs for each business unit. Capital recovery
revenues were $1.1 million and $2.3 million in 2017 and 2016 respectively.

Administrative Overhead revenue is the fee charged for each vehicle that is in service.
The number of vehicles in service varies from month to month and the rate can vary
based on type of vehicle. Administrative Overhead revenue was $553,000 and
$415,000 in 2017 and 2016 respectively.

Fuel and fuel loading revenues are affected by year to year changes in vehicle usage
and fluctuations in fuel prices. Fuel related revenues were $28,000 and $21,000 in
2017 and 2016 respectively.

Pool car revenues are based on usage and were $59,000 and $54,000 for 2017 and
2016 respectively.

Expenses

Fleet Services operating expenses are comprised of four major categories: Repairs
and service, stores operations, administration and depreciation. Fleet Services
expenses were $4.0 million and $3.7 million year-to-date through the second quarter of
both 2017 and 2016.

Repairs and service expense relates to shop operations which provide preventive and
corrective maintenance and repairs to vehicles and pieces of equipment for Tacoma
Public Utilities and other service groups. Repair and service expenses were
$1.3 million in both 2017 and 2016 respectively.

Stores operation is a parts warehouse maintained by Fleet which had expenses of
$152,000 in both 2017 and 2016.

Administration expenses were $708,000 and $706,000 in 2017 and 2016 respectively.
Depreciation expenses were $1.8 million and $1.5 million in 2017 and 2016
respectively.



Operating Revenues Operating Expenses

(in millions) (in millions)

2.5 ¢ 25 7

2 H Maintenance d M Repair/Service
1.5 A m Capital Recovery 15 o M Stores Operations

1 A Admin 1 A M Administrative
0.5 1 H Fuel & Pool Car 0.5 - H Depreciation

0 - : 0 . -~

2016 2017 2016 2017

Non-Operating Revenues (Expenses)

Interest income was $85,000 and $88,000 for the second quarter of 2017 and 2016
respectively.

Al S G0
“William A. Gaines Q/LAn re herullo

Director of Utilities/CEO Finance Director
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CITY OF TACOMA, WASHINGTON

DEPARTMENT OF PUBLIC UTILITIES

FLEET SERVICES FUND

STATEMENTS OF NET POSITION

JUNE 30, 2017 AND JUNE 30, 2016

ASSETS

FIXED

Office Furniture and Equipment .................
Stores and Shop Equipment ... .. ... ... .. ... .....
Transportation Equipment ... ... .. ... . ..o ao-.
Power-Operated Equipment ... ... _ ... ... ... .......
Accumulated Depreciation ..... ... ... co.ooooaoan

Total Fixed Assets ... ... i oiaaaaaa.
Construction Work in Progress ..................

Net Fixed Assets ... ... oo ia e

CURRENT
Current Fund Cash & Equity in Pooled Investments
Materials and Supplies ... .. .. .. . .. ... .....
Total Current Assets . ... ..o iioaeaaaaaaan

OTHER ASSESTS
Net Pension ASSetS . ... e e e e e e eeeeaaann

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows for Pensions .........ccoc.....

TOTAL ASSETS AND DEFERRED OUTFLOWS. ... ... ... .....

These statements should be read in conjunction with the Notes to
Financial Statements contained in the 2016 Annual Report.

June 2017 Financial Statement -1-

2017 2016
$616,901 $616,901
719,381 692,125
42,810,288 37,625,145
19,105,895 18,944,219
(39,086,828) (38,415,283)
24,165,637 19,463,107
1,540,265 2,894,425
25,705,902 22,357,532
19,083,559 22,438,791
297,929 274,268
19,381,488 22,713,059
- 101,261
964,710 240,412
$46,052,100 $45,412,264

Fleet



NET POSITION AND LIABILITIES

NET POSITION

Net Investment in Capital Assets ..............

Restricted for:
Tacoma Power ... .. ... i ieeaaaaaaa-
Tacoma Water ... .. ... i e e e e aaaaaaan-
Tacoma Rall ... ... ... e eeaeaaan
Net Pension Asset .......cciiieecaaaaaann

Unrestricted ... ... .. i e e e

TOTAL NET POSITION ... i a -

LIABILITIES
CURRENT LIABILITIES
Accounts Payable & Other ... _ ... ... .. ... _......
Wages Payable ... ... .-
Total Current Liabilities .. ..._ . .. .. _.._._...._.

LONG-TERM LIABILITIES
Employee Vacation and Sick Leave Accrual ......
Net Pension Liability ... .. .. .. .. ... .. ... ....
Total Long-term Liabilities ... .. ... ........
TOTAL LIABILITIES ... .. i e
DEFERRED INFLOW OF RESOURCES

Deferred Inflows for Pensions ....... ... coco....

TOTAL NET POSITION,LIABILITIES AND DEFERRED INFLOWS

June 2017 Financial Statement -2-

2017 2016
$25,705,902 $22,357,532
18,095, 346 18,095, 346
7,199,933 7,199,933
981,147 981,147
- 101,261
(7.,221,021) (3,914,397)
44,761,307 44,820,822
97,301 113,935
71,206 150,685
168,507 264,620
231,004 219,922

835,359 -
1,066,363 219,922
1,234,870 484,542
55,923 106,900
$46,052,100 $45,412,264

Fleet



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
FLEET SERVICES FUND

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET POSITION
JUNE 30, 2017 AND JUNE 30, 2016

JUNE JUNE
2017 2016
OPERATING REVENUE
Maintenance Revenue ... .....ccceeccoaaanaaaann $457,067 $177,732
Capital Recovery . ... ... o iiiaaaas 205,287 384,857
Administrative Overhead ....... ... ... ... ...... 114,016 68,842
Fuel and Fuel Loading ....._ ... ... . . ... _.-.-... 4,797 4,727
Pool Car Rental ... ... .. . ... i 7,441 8,327
Total Operating Revenue ..._.._ ... _.._....... 788,608 644,485
OPERATING EXPENSES
Repairs and Servicing
Shop Operations . ... ... . o iaiiiaaaaan 188,512 221,118
Outsiide ServiCes ... ..o e a e e ceaaaaan 124 577
Total Repairs and Servicing ....._..._........ 188,636 221,695
Stores Operations ... ... e aceaacaacaaaaann 28,078 27,514
Administration ... ... e e e e eemeaaaa 116,850 110,106
Depreciation ... ... .. i a e aeaaaaan 292,841 248,112
Total Operating Expenses ....... .. ... .. ..... 626,405 607,427
OPERATING INCOME .. iii i i i i e e e e cecacaeaaann 162,203 37,058
NON-OPERATING REVENUES (EXPENSES)
Interest Income ... ... .. i e aaaaaan 5,673 3,852
Gain (Loss) on Disposition of Equipment ...... 13,592 -
Sale of SCrap ... .o ii i e i e e e e - -
Total Non-Operating Revenues (Expenses) .... 19,265 3,852
Net Income Before Transfers ........ .. ... ....... 181,468 40,910
Transfers In ... ... e aeaaaaaan - -
CHANGE IN NET POSITION ... i i i i e ccaeaaas $181,468 $40,910

TOTAL NET POSITION — JANUARY 1 i i e f e e e e e e e e e e e e -

TOTAL NET POSITION — JUNE 30 .t it e e e e e e e e e e e e e e e e e e -

These statements should be read in conjunction with the Management
Discussion and Analysis in the June 2017 Financial Report.

June 2017 Financial Statement -3- Fleet



YEAR TO DATE

JUNE JUNE
2017 2016
$1,160,558 $1,122,200
1,118,945 2,306,597
553,130 414,572
28,441 21,040
58,862 54,232
2,919,936 3,918,641
1,313,336 1,327,551
23,565 20,575
1,336,901 1,348,126
152,230 151,626
708,062 705,772
1,762,356 1,508,489
3,959,549 3,714,013
(1,039,613) 204,628
85,415 87,629
121,295 152,768
12,513 6,875
219,223 247,272
(820,390) 451,900
- 2,181
(820,390) 454,081
45,581,697 44,366,741
$44,761,307 $44,820,822

June 2017 Financial Statement

2017/2016

VARTANCE

$38,358
(1,187,652)
138,558
7,401
4,630

(998,705)

(14,215)
2,990

(11,225)

604
2,290
253,867
245,536

(1,244,241)
(2,214)

(31,473)
5,638

(28,049)

(1,272,290)
(2,181)

($1,274,471)

PERCENT

CHANGE

3.4%
-51._.5%
33.4%
35.2%
8.5%
-25_.5%

-1.1%
14.5%
-0.8%
0.4%
0.3%
16.8%
6.6%

-608.1%

-2.5%

-20.6%

82.0%

-11.3%

-281.5%

-100.0%

-280.7%

Fleet



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
FLEET SERVICES FUND
STATEMENTS OF CASH FLOWS

YEAR TO DATE

JUNE 30, JUNE 30,
2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Cash From CUSTOMENS . ..o e e e e e e e e e e e e e eee e $3,166,086 $4,728,852
Cash Paid to Suppliers ... ... . s (1,321,618) (1,751,440)
Cash Paid to Employees .. ... ... i (1,570,806) (1,435,727)
Net Cash Provided by Operating Activities _.._..._..._.._..._. 273,662 1,541,685
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Capital Expenditures, Net ... ... .. .. .. o.--.. (1,218,028) (1,588,619)
Disposition of Equipment/Scrap. .. .. ... 133,808 159,643
Net Cash Used in Financing Activities _.._.._._.._._._._.._..... (1,084,220) (1,428,976)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Recelved . ... ... e e e e eceaeaaaan 85,415 87,629
Net Cash Provided By
Investing Activities .. ... ... 85,415 87,629
Net Change in Cash and Equity
in Pooled Investments . ... ... .. i aaaaaaaanann (725,143) 200,338
Cash and Equity in Pooled Investments at January 1 19,808,702 22,238,453
Cash and Equity in Pooled Investments at June 30 $19,083,559 $22,438,791

These statements should be read in conjunction with the Notes to
Financial Statements contained in the 2016 Annual Report.

June 2017 Financial Statement -5- Fleet



Reconciliation of Operating Income to
Net Cash Provided by Operating Activities:

Operating INCoOme ... ... i e e e c e e ceaaaann

Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:

Depreciation and Amortization .._.._..__.._.._.._._......
Accounts Receivable ... ... ... ... ...
Interdivision Receivable _._.___ .. ___ .. ... _._._._.....
Materials and Supplies ... ... .. .. .. ... .....
Accounts Payable & Other ... ... . ... ... ... . _.._.....
Interdivision Payable ... _ ... _ .. ... ... _._._.....
Absences Payable ... ... . . .. ... ...

Total Adjustments . ... ... i oeoecaaaaanaan

Net Cash Provided by Operating Activities

June 2017 Financial Statement

YEAR TO DATE

JUNE 30, JUNE 30,
2017 2016

($1,039,613) $204,628
1,762,356 1,508,489
213,758 43,820
32,392 766,391
(1,891) 10,156
(587,715) (295,157)
(103,224) (785,250)
(2,401) 88,608
1,313,275 1,337,057
$273,662 $1,541,685

Fleet



Balance January 1, 2017

CITY OF TACOMA, WASHINGTON

DEPARTMENT OF PUBLIC UTILITIES

EQUITY DISTRIBUTION AS OF JUNE 30, 2017

Contributions During Year ..........

Equity Contrib. at June 30, 2017 ..

Current Year Operations:

Total Operating Revenue * ._.........

Less: Repairs & Servicing Expense *

Administration Expense ** __.
Depreciation Expense ........

Total Expenses
Net Operating Revenue
Add: Other Income ***

Net Operating Results

Total Equity

FLEET SERVICES FUND

* Allocated to each division based on total receipts from the divisions.
** Allocated to each division based on vehicle count.

*** Allocated to each division based on total equity in the Fund.

June 2017 Financial Statement

TACOMA TACOMA TACOMA

POWER WATER RAIL TOTAL
$30,343,339 $13,713,445 $1,524,913 $45,581,697
30,343,339 13,713,445 1,524,913 45,581,697
1,943,776 878,475 97,685 2,919,936
889,964 402,212 44,725 1,336,901
643,470 187,096 29,726 860,292
1,329,497 382,059 50,800 1,762,356
2,862,931 971,367 125,251 3,959,549
(919,155) (92,892) (27,566) (1,039,613)
145,915 65,964 7,344 219,223
(773,240) (26,928) (20,222) (820,390)
$29,570,099 $13,686,517 $1,504,691 $44,761,307

-7- Fleet



June 2017 Financial Statement

Supplemental Data

Flee



TOTAL OPERATING REVENUES
Year to Date - June 2017 ($2,919,936)

Maintenance
Revenues
40%

Capital Recovery
38%

All Others
22%

TOTAL OPERATING REVENUES
Year to Date - June 2016 ($3,918,641)

Capital Recovery
59%

Maintenance
Revenues
29%

All Others
12%

June 2017 Financial Statement -9- Fleet




TOTAL OPERATING EXPENSES
Year to Date - June 2017 ($3,959,549)

Repairs
35%

Stores Operations
3%

Administration
18%

Depreciation
44%

TOTAL OPERATING EXPENSES
Year to Date - June 2016 ($3,714,013)

Repairs
36%

Stores Operations
4%

Administration
19%

Depreciation
41%

June 2017 Financial Statement -10 - Fleet




The City of Tacoma does not discriminate on the basis of disability in any of its programs, activities, or
services. To request this information in an alternative format or to request a reasonable accommodation,

please contact the City Clerk’s Office at (253) 591-5505. TTY or speech to speech users please dial
711 to connect to Washington Relay Services.
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MANAGEMENT DISCUSSION AND ANALYSIS

Summary
Tacoma Power’s operating income at the end of the second quarter of 2017 was $46.5

million compared to $40.9 million a year earlier. Operating revenues increased $11.5
million (5.1%) compared to the prior year. Operating expenses increased $5.9 million
(3.2%). Non-operating income decreased $0.5 million (8.9%) resulting in net income of
$35.4 million in 2017 compared to $24.5 million in 2016.

Revenues _ Sales of Electric Energy
In the second quarter of 2017, total electric Second Quarter

energy sales increased $11.1 million
compared with the same period a year
earlier. Sales to residential customers

200

d
increased $9.0 million (10.3%) primarily due
to an increase in consumption. Revenues 100 ’
from commercial, general, and industrial 50 ’
customers increased $1.9 million also 0 4 ; ;
primarily due to consumption. 2017 2016 |

B Residential ®m General m Commercial/Industrial mAll Other

Operating Expenses
Second Quarter

Expenses

Second quarter 2017 operating expenses were
$190.1 million, up $5.9 million (3.2%) from 2016.
Hydraulic power production expense increased
- $1.4 million (12.0%). The greatest increases were

recognized in the areas of salaries and wages,
‘ operating supplies, and external contract services.
mPurch/interchng  mProduction mAlloter | Purchased power increased $2.8 million (4.4%)
primarily due to $1.3 million in credits received in
2017 for the Energy Conservation Agreement (ECA), compared to $3.6 million in credits
the second quarter of 2016.

2017 2016

Cash from capital contributions increased $7.9 million (294.5%) primarily due to
payments from Puget Sound Energy for utility installation at the Taylor substation.

/ pt ] ) )
William A. Gaines Andrew Cherullo

Director of Utilities/CEO Finance Director
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA POWER

STATEMENTS OF NET POSITION - June 30, 2017 AND June 30, 2016

ASSETS AND DEFERRED OUTFLOWS 2017 2016
UTILITY PLANT
Electric Plant in Service ....... ... . c.cicicaaeo-. $2,005,331,894 $1,906,467,713
Less Depreciation and Amortization .............. (1,025,299,870) (971,853,011)
Total ... e aeaaaa- 980,032,024 934,614,702
Construction Work in Progress ........cccucaecan. 50,858,468 77,323,590
Net Utility Plant ... .. ... .. ..o iieaaann. 1,030,890,492 1,011,938,292
NON-UTILITY PROPERTY .. i i i i e ceeceeeeaman 182,051 182,051
RESTRICTED ASSETS
Cash and Equity in Pooled Investments:
2010B Construction Fund ....... .. ... .. ......... - 1,369,288
2013 Construction Fund ...... ..o eeena- 3 33,639,296
2015 Construction Fund ... ... .. .. ... o.ociao.. 8,652,528 223,943
Provision for Debt Service ...... ... ..o a... 14,982,157 15,877,907
Special Bond Reserves . ... ... ..o iiiiiiaaaaan- 4,997,639 4,997,639
Wynoochee Reserve--State of Washington ........ 2,579,256 2,553,882
Total Restricted Assets ...... ... i ciaaan. 31,211,583 58,661,955
CURRENT ASSETS
Cash and Equity in Pooled Investments:
Current Fund ... ... e e eieeaaaaas 181,849,112 170,497,898
Customers® and Contractors” Deposits .......... 2,667,713 2,932,577
Conservation Loan Fund ...... ... .. ... .. ...... 3,640,804 3,514,514
Rate Stabilization Fund ....... .. ... . ... ....... 48,000,000 48,000,000
Receivables:
CUSTOMENS e e e i e e e e e e ceeeecceeeeeaaaenn 17,928,032 15,716,271
Accrued Unbilled Revenue ...... ... .. .. ... .. .... 28,587,295 29,427,771
(0] Y = 11,651,363 11,551,865
Provision for Uncollectibles ... .. ... ... _........ (2,339,236) (1,580,951)
Materials and Supplies ... ... . .. . . i i iii.... 6,939,698 6,290,896
Prepayments and Other .. ... .. .. . .. .. ciooooooo-. 5,966,633 5,370,150
Total Current Assets . ... ... .o aeaaaans 304,891,414 291,720,991
OTHER ASSETS
Regulatory Asset - Conservation ................. 48,749,366 46,554,413
Net Pension Asset ..... ... et eeeeaaaans - 3,823,476
Conservation Loan Fund Receivables .............. 2,592,268 1,397,052
Total Other Assets ... ... .. e eeaaaans 51,341,634 51,774,941
Total AsSsetS .. ..o e e eeeeeaaaaaa 1,418,517,174 1,414,278,230
DEFERRED OUTFLOWS
Deferred Outflow for Pensions ................... 39,469,454 9,077,586
Unamortized Loss on Refunding Bonds ............. - 949,968
Total Deferred Outflows ........ ... .. ... ..... 39,469,454 10,027,554
TOTAL ASSETS AND DEFERRED OUTFLOWS. . ... ..o .ooa... $1,457,986,628 $1,424,305,784

These statements should be read in conjunction with the Notes to Financial
Statements contained in the 2016 Annual Report.
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NET POSITION, LIABILITIES AND DEFERRED INFLOWS

NET POSITION
Net Investment in Capital Assets .................
Restricted for:
Wynoochee Reserve - State of Washington .........
Debt Service . ... e e aeaaaaaa
Net Pension Asset ... ... ... i ae e iaaaaaan
Unrestricted ... ... .. i e e

TOTAL NET POSITION ... iiia i aaas

LONG-TERM DEBT
2010B Electric System Refunding Bonds ............
2010C Electric System Refunding Bonds ............
2013A Electric System Rev & Refunding Bonds ......
2013B Electric System Rev & Refunding Bonds ......
Total Bonded Indebtedness ....... ... ... ... .....
Less: Unamortized Bond Premiums ..............
Net Bonded Indebtedness ...................

Line of Credit
Total Long-Term Debt ... .. ... .. .o oeaaao.

CURRENT LIABILITIES
Salaries and Wages Payable ... ... ... ... ... .....
Taxes and Other Payables ....... .. .. ... ... .. ...
Purchases and Transmission of Power Accrued ......
Interest Payable .. ... .. .. . .
Customers”™ DeposSits ... ...t
Current Portion of Long-Term Debt ........._.......
Current Accrued Compensated Absences .............
Total Current Liabilities ... ... ... ... ........

LONG TERM LIABILITIES

Long Term Accrued Compensated Absences ...........

Net Pension Liability ... ... .. ... . . oo .o...

Other Long Term Liabilities ... . ... ... ... .....
Total Long Term Liabilities ... ... ... ... .....

TOTAL LIABILITIES ...t e e e eeeeeas
DEFERRED INFLOWS
Deferred Inflow for Pensions ....... .. ... ........

Rate Stabilization .... .. ... ... .. . i
Total Deferred Inflows ....... .. ... ... .. ......

TOTAL NET POSITION,LIABILITIES AND DEFERRED INFLOWS

June 2017 Financial Statement -2-

2017 2016

$587,865,291 $597,170,549
2,579,256 2,553,882
5,787,502 6,365,002
- 3,823,476
261,207,066 240,506,269
857,439,115 850,419,178
147,070,000 147,070,000
24,185,000 24,185,000
139,885,000 151,460,000
35,620,000 35,620,000
346,760,000 358,335,000
18,272,420 19,814,928
365,032,420 378,149,928
80,250,000 65,250,000
445,282,420 443,399,928
1,779,279 4,923,438
10,816,268 13,326,445
9,927,099 11,366,725
9,194,655 9,512,905
2,716,017 2,884,790
11,575,000 12,730,000
1,075,771 1,058,072
47,084,089 55,802,375
9,681,941 9,522,650

34,177,293 -
14,033,787 13,125,264
57,893,021 22,647,914
550,259,530 521,850,217
2,287,983 4,036,389
48,000,000 48,000,000
50,287,983 52,036,389
$1,457,986,628 $1,424,305,784

Tacoma Power



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA POWER
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

June 30, 2017 AND June 30, 2016

June 2017 June 2016
OPERATING REVENUES
Sales of Electric Energy -..... .. .. . .... $32,436,928 $28,105,885
Other Operating Revenues ........ ... .. coccoa.. 1,566,183 1,434,546
Click! Network Operating Revenues ............ 2,198,543 2,142,124
Total Operating Revenue ................... 36,201,654 31,682,555
OPERATING EXPENSES
Production Expense
Hydraulic Power Production ....._....._...... 2,063,922 2,199,660
Other Production Expense ........ . ... ....... 463,941 437,164
Total Expense Power Produced .............. 2,527,863 2,636,824
Purchased Power . ...... . .o i e eeeann 9,798,210 10,822,865
Total Production Expense .................. 12,326,073 13,459,689
Transmission Expense . ... ... .. i ioan 2,622,324 2,562,447
Distribution Expense ... .. ... .. .o iiio.o-- 2,968,020 2,739,838
Click! Network Commercial Operations Expense . 2,129,015 2,196,306
Customer Accounts Expense (CIS) ......_._._...... 1,176,329 1,200,001
Conservation and Other Customer Assistance ... 1,222,802 999,479
TAXES ot e e e e 2,042,272 1,965,345
Depreciation ... ... .. i 4,741,098 4,623,642
Administrative and General ................... 2,168,794 1,708,801
Total Operating Expenses ....... . ... ... .... 31,396,727 31,455,548
OPERATING INCOME (LOSS) - cccieiii i i i e aaaaaa s 4,804,927 227,007
NON-OPERATING REVENUES (EXPENSES)
Interest INCOME . . .- mm e e e e e e eeemeeeaaans 242,677 222,733
Contribution to Family Need ......._ ... _._...... (8,333) (40,000)
Other Net Non-Op Revenues and Deductions ..... 46,245 270,441
Interest on Long-Term Debt . ... ... . ... ... .... (1,604,761) (1,621,218)
Amort. of Debt Related Costs ................. 124,051 (25,294)
Interest Charged to Construction ............. 161,686 274,109
Total Non-Operating Revenues (Expenses) (1,038,435) (919,229)
Net Income (Loss) Before Capital Contributions
and Transfers ... ... e e e e e e 3,766,492 (692,222)
Capital Contributions
(0= 1 o 417,451 470,213
Donated Fixed Assets ... ... .o aeaaaaannn - 67,328
BABs and CREBs Interest Subsidies 193,118 195,096
Transfers
City Gross Earnings TaX - ..o oaaaaaaaaanan (2,801,922) (2,375,851)
Transfers from (to) Other Funds ......._....... - -
CHANGE IN NET POSITION ... ... i i e eaaan $1,575,139 ($2,335,436)

TOTAL NET POSITION - January 1 ..o i i it e e e e e e e e e e e e e e e e aemamn s

TOTAL NET POSITION — JUNE 30 . ittt et e e e e e e e e e e e d e e e e e e mae e
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2017

YEAR TO DATE OVER
June 30, June 30, (UNDER) PERCENT
2017 2016 2016 CHANGE
$213,775,595 $202,640,107 $11,135,488 5.5%

9,569,595 9,165,754 403,841 4. 4%
13,251,672 13,304,357 (52,685) -0.4%
236,596,862 225,110,218 11,486,644 5.1%
12,677,897 11,314,568 1,363,329 12.0%
2,652,534 2,629,302 23,232 0.9%
15,330,431 13,943,870 1,386,561 9.9%
66,155,599 63,389,172 2,766,427 4. 4%
81,486,030 77,333,042 4,152,988 5. 4%
15,066,892 15,824,920 (758,028) -4.8%
15,224,589 15,846,719 (622,130) -3.9%
12,542,008 12,840,730 (298,722) -2.3%
7,208,477 6,828,079 380,398 5.6%
6,632,344 5,897,892 734,452 12.5%
10,896,860 10,407,983 488,877 4.7%
28,646,617 27,784,110 862,507 3.1%
12,430,396 11,458,543 971,853 8.5%
190,134,213 184,222,018 5,912,195 3.2%
46,462,649 40,888,200 5,574,449 13.6%
2,230,552 2,012,409 218,143 10.8%
(50,000) (240,000) 190,000 -79.2%
301,523 830,690 (529,167) -63.7%
(9,557,303) (9,711,693) 154,390 -1.6%
744,305 (151,761) 896,066 590. 4%
684,769 2,076,986 (1,392,217) -67.0%
(5,646, 154) (5,183,369) (462,785) 8.9%
40,816,495 35,704,831 5,111,664 14.3%
10,627,601 2,694,122 7,933,479 294 5%
6,436 101,201 (94,765) -93.6%
1,840,884 1,842,861 (1,977) -0.1%
(17,847,994) (15,854 ,953) (1,993,041) 12.6%
- (2,181) 2,181 ~100.0%
35,443,422 24,485,881 10,957,541 44 8%
821,995,693 825,933,297 (3.,937,604) -0.5%
$857,439,115 $850,419,178 7,019,937

These statements should be read in conjunction with the Management

Discussion and Analysis in the June 2017 Financial Report.
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA POWER

SUMMARY OF REVENUES AND BILLINGS
June 30, 2017 AND June 30, 2016

For the month of For the month of

June 2017 June 2016
OPERATING REVENUE
Sales of Electric Energy
Residential ... ... ... .. i $12,006,276 $10,283,491
Commercial ... ... . 2,279,720 2,159,350
General ... ... e 10,501,157 9,654,499
Contract Industrial ... ... .. .. .. ... .. ...... 1,958,628 1,841,206
Public Street and Highway Lighting ........ 403,820 181,043
Sales to Other Electric Utilities ......... 29,153 22,303
Total Sales to Customers ................ 27,178,754 24,141,892
Bulk Power Sales . ..... ... i ie e 5,258,174 3,963,993
Total Sales of Electric Energy .......... 32,436,928 28,105,885
Other Operating Revenue
Rentals and Leases from Elect. Property ... 262,912 209,502
Wheeling ... i e e e e ceeecaaaan 827,498 803,578
Service Fees and Other ....... .. ... ........ 475,773 421,466
Telecommunications Revenue ................ 2,198,543 2,142,124
Total Other Operating Revenues .......... 3,764,726 3,576,670
TOTAL OPERATING REVENUES . .....cceocon.-. $36,201,654 $31,682,555
BILLINGS (Number of Months Billed)
Residential ... ... ... .. i i iieiaaaan 163,699 162,698
Commercial ... ... i.... 15,992 15,663
General ... .. e eeaaaaa 2,836 2,847
Contract Industrial ... ... ... .. .. .. ....... 2 2
Public Streets and Highway Lighting ....... 754 774
Sales to Other Utilities ...... .. ... ....... 1 1
TOTAL BILLINGS ..t e e e e eeeaeas 183,284 181,985
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2017

YEAR TO DATE OVER
June 30, June 30, (UNDER) PERCENT
2017 2016 2016 CHANGE
$96,510,946 $87,471,222 $9,039,724 10.3%
15,410,940 14,595,229 815,711 5.6%
59,925,393 58,995,319 930,074 1.6%
10,582,304 10,447,550 134,754 1.3%

758,470 745,335 13,135 1.8%
228,080 181,976 46,104 25 3%
183,416,133 172,436,631 10,979,502 6.4%
30,359,462 30,203,476 155,986 0.5%
213,775,595 202,640,107 11,135,488 5.5%
1,727,457 1,696,618 30,839 1.8%
5,101,746 4,973,499 128,247 2.6%
2,740,392 2,495,637 244,755 9.8%
13,251,672 13,304,357 (52,685) -0. 4%
22,821,267 22,470,111 351,156 1.6%
$236,596,862 $225,110,218 $11,486,644 5.1%
948,417 949,001 (584) -0.1%
95,270 94,470 800 0.8%
15,469 16,097 (628) -3.9%

12 12 - 0.0%

5,531 5,500 31 0.6%

6 6 - 0.0%

1,064,705 1,065,086 (381) 0.0%

June 2017 Financial Statement
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA POWER

GROSS GENERATION REPORT - June 30, 2017 AND June 30, 2016

For the month of For the month of

June 2017 Financial Statement -7-

June 2017 June 2016
KWH GENERATED, PURCHASED AND INTERCHANGED - Gross
Generated - LaGrande ...... ... aaaaaa 29,722,000 21,563,000
Generated - Alder . ... .. ... 14,999,000 12,185,000
TOTAL NISQUALLY .. i i i cecceaacaann 44,721,000 33,748,000
Generated - Cushman No. 1 ... ..o eamanann 11,585,000 2,029,000
Generated - Cushman No. 2 ... ... aeaaan 17,516,000 1,815,000
TOTAL CUSHMAN i e e i e e e eeceememeeeaennn 29,101,000 3,844,000
Generated - Mossyrock ....... .. .. .. i.o.. 135,378,000 88,445,000
Generated - Mayfield ... .. .. . ... ... ... ... .... 80,822,000 50,946,000
TOTAL COWLITZ .o e e e e e e e e eeememeeeamnn 216,200,000 139,391,000
Generated - Wynoochee ..... ... .. ciiieiaaaaan. - -
Generated - Hood Street ....... ... eaeannnn - 417,300
Tacoma®s Share of Priest Rapids ................ 2,859,000 2,469,000
Tacoma®™s Share of GCPHA .. .. ... ie e eeaas 42,284,000 41,521,000
TOTAL KWH GENERATED - TACOMA SYSTEM .......... 335,165,000 221,390,300
Purchased Power
BPA Slice Contract ...... ... ee e aecaaannn- 263,251,000 188,100,000
BPA Block Contract .......c.ccoeieeamaeeeaannn- 105,973,000 104,412,000
Interchange Net .. ... . .. i ei i aaaaann (362,574,000) (166,097,000)
TOTAL KWH GENERATED, PURCHASED AND INTERCHANGED .. 341,815,000 347,805,300
LOSSES it i it e i e e e e e e ae e e 4,004,032 4,250,832
Baldi Replacement .. ... .. .. .. i iiiaaaaanan- 17,781 119,862
=1 o g0 o T 15,924 14,744
NT PC Mutuals Schedules ..... .. .. ... ... ... .... (1,780,000) (1,760,000)
PC Mutual Inadvertent ....... .. .. .. .o ccioan-. (141,896) (188,936)
TACOMA SYSTEM FIRM LOAD . .o ie e i e e e eeeeeeeaeas 343,930,841 350,241,802
Maximum Kilowatts (System Firm Load) ........... 586,892 636,744
Average Kilowatts (System Firm Load) ........... 462,273 485,831
PIERCE COUNTY MUTUAL LOAD . .-t ie e e e e e eeeea 92,955,000 93,572,000
KWH BILLED
Residential Sales . ... ... .. e e eeeaan 127,700,721 115,804,603
Commercial Sales ... ... .. e e e eeeeeaann 25,267,031 24,344,781
General ... .. e e e e em—aaaa 164,106,937 161,270,144
Contract Industrial ..... .. .. .. i eeann 44,750,220 44,031,540
Public Street and Highway Lighting ............. 8,978,869 4,115,924
Sales to Other Electric Utilities .............. 521,100 417,600
TOTAL FIRM e e e e e e e e e eeeeaean 371,324,878 349,984,592
Bulk Power Sales ... ... e e eeeeaaan 371,803,000 234,265,000
TOTAL KWH BILLED ..ot e e e e e e e e e eeeeaeaas 743,127,878 584,249,592
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2017

YEAR TO DATE OVER

June 30 June 30 (UNDER) PERCENT
2017 2016 2016 CHANGE
228,466,000 217,696,000 10,770,000 4.9%
123,326,000 148,833,000 (25,507,000) -17.1%
351,792,000 366,529,000 (14,737,000) -4._.0%
70,678,000 81,619,000 (10,941,000) -13.4%
110,662,000 137,875,000 (27,213,000) -19.7%
181,340,000 219,494,000 (38,154,000) -17.4%
788,089,000 727,224,000 60,865,000 8.4%
552,217,000 465,632,000 86,585,000 18.6%
1,340,306,000 1,192,856,000 147,450,000 12.4%
18,293,000 20,978,000 (2,685,000) -12.8%
767,700 1,756,900 (989,200) -56.3%
16,646,000 15,035,000 1,611,000 10.7%
98,569,000 129,235,000 (30,666,000) -23.7%
2,007,713,700 1,945,883,900 61,829,800 3.2%
1,377,905,000 1,263,552,000 114,353,000 9.1%
932,193,000 799,977,000 132,216,000 16.5%
(1,766,476,000) (1,575,874,000) (190,602,000) 0.0%
2,551,335,700 2,433,538,900 117,796,800 4.8%
20,870,173 25,581,293 (4,711,120) -18.4%
507,614 1,138,882 (631,268) -55_4%
165,890 124,251 41,639 33.5%
(17,159,000) (15,180,000) (1,979,000) 0.0%
23,849,722 817,577 23,032,145 0.0%
2,579,570,099 2,446,020,903 133,549,196 5.5%
799,625,000 729,846,000 69,779,000 9.6%
1,154,599,691 1,051,859,412 102,740,279 9.8%
176,001,603 167,613,892 8,387,711 5.0%
996,784,506 997,515,502 (730,996) -0.1%
244,952,820 244,876,100 76,720 0.0%
16,652,029 16,912,512 (260,483) -1.5%
4,214,700 3,402,000 812,700 23.9%
2,593,205,349 2,482,179,418 111,025,931 4.5%
1,949,841,000 1,752,490,000 197,351,000 11.3%
4,543,046,349 4,234,669,418 308,376,931 7.3%
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CITY OF TACOMA, WASHINGTON

DEPARTMENT OF PUBLIC UTILITIES

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash from Customers ......... ... .....
Cash Paid to Suppliers ...............
Cash Paid to Employees ...............
Taxes Pald .. ... e e e eeeaaas
Conservation Loans .......... ..o ..

Net Cash from Operating Activities

TACOMA POWER

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Transfer Out for Gross Earnings Tax

Transfer to Fleet Services Fund ......
Transfer to Family Need Fund .........

Net Cash from Non-Capital Financing Activities ..

CASH FLOWS FROM CAPITAL AND RELATED FINANCING

ACTIVITIES

Capital Expenditures .................
Proceeds from Long-Term Debt .........

Principal Payments on Long-Term Debt

Interest Paid ..... ... . ... i oaaao..
BABs and CREBs Interest Subsidies ....

Contributions in Aid of Construction
Net Cash from Capital and Related

Financing Activities .............

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Received ...... .. ...

Other Net Non-Op Revenues and Deductions ..........

Net Cash from Investing Activities

Net Increase Change in Cash and

Equity in Pooled Investments .........

Cash and Equity in Pooled Investments at January 1 ..
Cash and Equity in Pooled Investments at June 30.....

YEAR TO DATE

June 30, June 30,
2017 2016
$239,378,128 $230,091,020
(109,484,301) (92,039,635)
(57,548,712) (57,719,737)
(11,568,374) (10,771,556)
(49,798) 25,985
60,726,943 69,586,077
(17,847,994) (15,854,953)
- (2,181)
(50,000) (240,000)
(17,897,994) (16,097,134)
(25,436,837) (34,733,341)
- 15,000,000
(12,730,000) (14,735,000)
(9,875,553) (10,079,418)
1,840,884 1,842,861
10,627,601 2,694,122
(35,573,905) (40,010,776)
2,230,552 2,012,409
301,523 830,690
2,532,075 2,843,099
9,787,119 16,321,266
257,582,093 267,285,678
267,369,212 $283,606,944

These statements should be read in conjunction with the Notes to Financial
Statements contained in the 2016 Annual Report.

June 2017 Financial Statement
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CITY OF TACOMA, WASHINGTON

DEPARTMENT OF PUBLIC UTILITIES

TACOMA POWER

STATEMENTS OF CASH FLOWS

Reconciliation of Net Operating Income to
Net Cash Provided by Operating Activities:

Net Operating Income ... ... ... o em e iia e aaann

Adjustments to reconcile net operating income
to net cash provided by operating activities:

Depreciation .. ... ...
Amortization of Regulatory Assets ...............

Cash provided from changes in operating
assets and liabilities:

Accounts Receivable and Unbilled Revenue ........
Conservation Loans Receivable ......_ ... . ... ......
Interfund Receivables ... ... . ... ... ... ... ......
Inventory, Materials and Supplies, and Other ...
Taxes and Other Payables ...... . ... ... ... ........
Purchased Power Payable . ... ... ... ... ... .......
Salaries and Wages Payable ..... ... ... ... .......
Customers® Deposits . ... ..o
Regulatory Assets - Conservation ................
Interfund Payables ... ... .. ... .. L ...

Total Adjustments . ... ... .. ..o aaaaann

Net Cash from

Operating Activities .. ... ... . i e e aaaaaanan

Reconciliation of Cash and Equity in Pooled
Investments to Balance Sheet:
Cash and Equity in Pooled Investments

in Special Funds ... ... ... .

Cash and Equity in Pooled Investments

in Operating Funds. ... ... .. i

Cash and Equity in Pooled Investments

at June 30 . ... i e e aceaaaaaaaa

June 2017 Financial Statement -10 -

June 30, June 30,
2017 2016

$46,462,649 $40,888,200
28,646,617 27,784,110
3,759,641 3,246,170
2,781,268 4,980,802
(49,798) 25,985
2,226,220 1,484,313
946,759 414,602
(16,641,418) (7,030,324)
(2,712,043) (646,753)
(57,663) 3,494,091
(56,378) (224,018)
(2,438,002) (3,506,660)
(2,140,909) (1,324,441)
14,264,294 28,697,877
$60,726,943 $69,586,077
$31,211,583 $58,661,955
236,157,629 224,944,989
$267,369,212 $283,606,944
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
CLICK! NETWORK
COMMERCIAL OPERATIONS

OPERATIONAL SUMMARY - June 30, 2017

June June
2017 2016
TELECOMMUNICATIONS REVENUE
CATV e $1,477,145 $1,435,571
Broadband ... ... ... ... oo-. 73,850 95,593
ISP e 625,827 584,942
Interdepartmental ....._ ... ... .. ...... 21,721 26,018
Total Operating Revenue ............ 2,198,543 2,142,124
TELECOMMUNICATIONS EXPENSE-COMMERCIAL

Administration & Sales Expense .....
Salaries & Wages Expense ....... 271,113 268,135
General Expense ....... ... .. ... 38,092 50,794
Contract Services .............. 1,116,631 1,231,044
IS & Intergovernmental Services 139,383 102,782
Fleet Services ... ... ... ....... 803 137
Capitalized A & G Expense ...... ar74) (3,081)
Total Admin. & Sales Expense ....... 1,565,848 1,649,811

Operations & Maintenance Expense ...
Salaries & Wages Expense ....... 446,996 428,642
General Expense ................ 19,331 54,494
Contract Services .............. 57,292 31,943
IS & Intergovernmental Services 2,698 3,012
Fleet Services ... ... ... ....... 45,403 40,035
New Connect Capital ............ (8,553) (11,631)
Total Oper. & Maint. Expense ....... 563,167 546,495
Total Telecommunications Expense . 2,129,015 2,196,306

Net Revenues (Expenses) Before Taxes

and Depreciation and Amortization .... 69,528 (54,182)
TAXES - i e aiaaa 306,112 296,245
Depreciation and Amortization ........ 204,430 222,120
510,542 518,365
NET OPERATING REVENUES (EXPENSES) .... (441,014) (572,547)

June 2017 Financial Statement -11 - Tacoma Power



YEAR TO DATE

June 30 June 30 2017/2016

2017 2016 VARIANCE
$8,896,768 $9,065,375 ($168,607)
546,307 588,749 (42,442)
3,678,129 3,496,160 181,969
130,468 154,073 (23,605)
13,251,672 13,304,357 (52,685)
1,612,297 1,635,757 (23,460)
211,801 335,725 (123,924)
6,620,584 6,730,236 (109,652)
791,897 701,797 90,100
3,577 1,778 1,799
(18,276) (11,224) (7,052)
9,221,880 9,394,069 (172,189)
2,731,953 2,749,135 (17,182)
189,211 195,233 (6,022)
279,533 334,463 (54,930)
25,209 17,624 7,585
144,277 207,958 (63,681)
(50,055) (57,752) 7,697
3,320,128 3,446,661 (126,533)
12,542,008 12,840,730 (298,722)
709,664 463,627 246,037
1,835,938 1,826,028 9,910
1,232,839 1,355,218 (122,379)
3,068,777 3,181,246 (112,469)
(2,359,113) (2,717,619) 358,506

June 2017 Financial Statement
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PERCENT
CHANGE

-1.9%
-7.2%
5.2%
-15.3%
-0.4%

-1.4%
-36.9%
-1.6%
12.8%
101.2%
-62.8%
-1.8%

-0.6%
-3.1%
-16.4%
43.0%
-30.6%
13.3%
-3.7%

-2.3%

53.1%

0.5%
-9.0%

13.2%

Tacoma Power
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SALES OF ELECTRIC ENERGY
Year to Date - June 2017 & 2016

Dollars
(Millions)

Residential & Other Commercial General Contract Industrial Bulk
Class of Customer

B YTD June 2017 OYTD June 2016

TOTAL POWER BILLED

Year to Date - June 2017 & 2016
1950

2000+

1800

16004

14004

12004

10004

KWH
(Millions)

800+

600+

4004

200+

0+ T T
Residential & Other Commercial General Contract Industrial Bulk

Class of Customer

B YTD June 2017 OYTD June 2016
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SALES OF ELECTRIC ENERGY
Year to Date - June 2017 ($213,775,595)

Contractolndustrial Bulk
5% 14%

General
28%

Residential & Other

Commercial 46%

7%

SALES OF ELECTRIC ENERGY
Year to Date - June 2016 ($202,640,107)

Contract Industrial Bulk
5% 15%

General
29%

Residential & Other
44%

Commercial
7%

June 2017 Financial Statement -16 - Tacoma Power



POWER SOURCES (*)
Year to Date June 2017 & 2016

2400 — 2310

2200 —

2000 —

1800 —

1600 —

1400 —

1200 —

(millions)

1000 —

Generation in KWH

800 —

600 —
352 367

400 —

T
Nisqually Cushman Cowlitz BPA Others

Generated By
(*) Interchange excluded

B YTD June 2017 OYTD June 2016
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POWER SOURCES (*)
Year to Date - June 2017

OTHERS
3%

NISQUALLY
8%

BPA
54%
CUSHMAN
4%
COWLITZ
31%
POWER SOURCES (*)
Year to Date - June 2016
BPA
52% OTHERS
4%
NISQUALLY
9%
CUSHMAN

5%

COWLITZ
30%

(*) Interchange excluded
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TOTAL OPERATING EXPENSES *
Year to Date - June 2017 ($190,134,213)

Admin & General

- 7%
Depreciation ° Click! Network

15% 7%
Other Oper Exp

13% Hydraulic Power
7%
Distr & Trans
16% Purchased Power
Other Prod Exp 34%
1%
TOTAL OPERATING EXPENSES *
Year to Date - June 2016 ($184,222,018)
Admin & General

15% %

Hydraulic Power
Other Oper Exp 6%

13%

Purchased Power
35%

Distr & Trans
17%

Other Prod Exp
1%
* City Gross Earnings Taxes are not included in Total Operating Expenses.
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The City of Tacoma does not discriminate on the basis of disability in any of its programs, activities, or
services. To request this information in an alternative format or to request a reasonable accommodation,

please contact the City Clerk’s Office at (253) 591-5505. TTY or speech to speech users please dial
711 to connect to Washington Relay Services.
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MANAGEMENT DISCUSSION AND ANALYSIS

Tacoma Rail Beltline Division (Tacoma Rail) is reporting 2017 year to date net operating
income of $1.8 million compared to $1.9 million in 2016. Operating revenues increased
$811,000 (5.3%), and operating expenses increased $945,000 (7.0%) year to date in
2017 compared to 2016.

Operating revenues were $16.2 million at the end of second quarter 2017, compared to
$15.4 million in 2016. Total switching revenues increased $674,000 primarily due to
increases as shown in the table below.

Rail Cars Switching Revenues
Activitiy Types 2017 2016 Var %Chg 2017 2016 Var %Chg
Intermodal Line Hauls 35,096 36,421 (1,325) -36% $ 5963 $ 6,064 $ (101) -1.7%
Commercial Line Hauls 14,542 15,281 (739) -4.8% 6,674 6,468 206 3.2%
Capital Div. Line Hauls 328 459 (131) -28.5% 137 196 (59) -30.1%
Miscellaneous Switches 8,565 1,656 7,009  450.4% 1,406 779 627 80.5%
Total Line Hauls 58,531 53,717 4814 9.0% $ 14,180 $ 13,607 $ 673 5.0%

Demurrage and other operating revenues increased $138,000 primarily due to
increased railcar dwell and locomotive

services. Operating Expenses
YTD, June 30
Total operating expenses were $14.4 161
million year to date in 2017, compared to 141
$13.5 million in 2016. £ 12
= 101
Salaries and wages were $562,000 E 877
higher due to cost of living adjustments e
and increased overtime. 41
2_
Supplies and expenses increased 0 - E
2017 2016

$289,000 primarily due to an increase in
volume incentives.

ll:l Salaries & Wages ® Taxes OAll Other|

Depreciation increased $81,000 due to an increase in depreciable assets of $3.5 million
compared to the same period in 2016.

Tacoma Rail’'s working capital ratios year to date of 2017 and 2016 were 3.6 and 3.8,
respectively.

e .
4 /n / " Q ~\\ v
 lrsini ~ '
William A. Gaines £~ Andrew Cherullo
Director of Utilities/CEO Finance Director
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA RAIL

STATEMENTS OF NET POSITION

JUNE 30,
ASSETS 2017 2016
CAPITAL ASSETS
Road and Equipment Property .« ..eieeeeeeeneeeennn. $44,810,611 $41,312,989
Less Accumulated Depreciation ..........cceeio... (19,665,559) (18,111, 658)
o o 25,145,052 23,201,331
Construction Work in Progress .......e.eeeeeee.. 2,848,098 1,757,519
Net Capital ASSels ittt ii ittt eneteeennennnns 27,993,150 24,958,850
SPECIAL FUNDS
Cash and Equity in Pooled Investments:
Debt Service FUNAS vt vttt ittt teteeteenenenenenn - 65,104
Total Special FUunds .......iiiiiiiinnnnnnnnnn. - 65,104
CURRENT ASSETS
Cash & Equity in Pooled Investments ............ 10,404,348 11,985,210
Customer Accounts Receivable ................... 2,886,841 2,982,171
PrepPayYmMENt S it ittt ittt et e 1,553,547 1,668,306
Materials and Supplies Inventory................ 1,037,364 985,726
Total Current ASSEeL S ittt ittt teeeeeeenennn 15,882,100 17,621,413
TOTAL ASSETS ..ttt ittt ettt eaeeeeaaeeeaaenenanens $43,875,250 $42,645,367

These statements should be read in conjunction with the Notes to Financial

Statements contained in the 2016 Annual Report.
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NET POSITION AND LIABILITIES

NET POSITION

Net Investment in Capital Assets..........
Unrestricted ...ttt ittt ttenneeennnns
TOTAL NET POSITION ..t veteeeeeeenennnnns

LONG-TERM DEBT, NET OF CURRENT MATURITIES

2006 Senior Lien Revenue Bond ............
State LoanS .. ve ittt eeeeeeeteeeeeeeennsas

Total Long-Term Liabilities ............

CURRENT LIABILITIES

Accounts Payable ...... . i,
Wages Payable . ... ...ttt
Unemployment and other Tax Payables ......
Volume Incentive Payable ...........cue...
Current Portion of Long Term Debt ........
Interest Payable ..... ...
Current Portion of Compensated Absences ..

Total Current Liabilities ..............

LONG-TERM LIABILITIES

On the Job Injury Reserve .......eeeeeenn.

Long Term Portion of Compensated Absences

Other Long-Term Liabilities ..............

Total Long-Term Liabilities ............

TOTAL LIABILITIES .ttt vi it tneennennennns

TOTAL NET POSITION AND LIABILITIES .........

June 2017 Financial Statement -2-

JUNE 30,

JUNE 30,

2017

2016

$21,824,327

8,278,934

$18,241,862
10,187,103

30,103,261

28,428,965

- 255,008
5,379,719 5,651,589
5,379,719 5,906,597

563,545 489,097
159,519 538,022
244,758 237,800
2,500,001 2,500,001
789,104 810,391

- 2,562
111,516 113,117
4,368,443 4,690,990
779,260 724,403
1,003,644 1,018,056
2,240,923 1,876,356
4,023,827 3,618,815

13,771,989

14,216,402

$43,875,250

$42,645,367

Tacoma Rail



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA RAIL

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET POSITION

JUNE JUNE
2017 2016
OPERATING REVENUES
Switching RevVenues . ......ciiiiiinneennnennn. $1,901,387 $2,143,595
Demurrage and Other Operating Revenues ...... 282,038 291,464
Total Operating REVENUES . .....eevvuuennn. 2,183,425 2,435,059
OPERATING EXPENSES
Maintenance of Way and Structures ...........
Salaries and Wages . ...t iinienenennn. 70,508 76,321
Supplies and EXPENsSe . ... iiteeenennnnnn 101,564 135,117
Mechanical ...ttt ittt e
Salaries and WagesS ...ttt eennnnnnnn 168,629 166,654
Supplies and ExXpense .........eeeieeennn. 215,809 192,774
OPErationsS ittt ettt e
Salaries and Wages . ...t iiniennnennn. 789,825 736,522
Supplies and EXPense ......ieeeienennnnn. 163,179 113,828
Administration ....... ...t i i e
Salaries and Wages ...ttt nenennnnnn 188,564 186,550
Supplies and Expense ..........oeiiiuennn. 228,120 510,062
Taxes = SLaAte v ittt it ittt ettt ettt e e 32,047 32,183
Depreciation . ...ttt ittt e e e e e 136,277 122,602
Total Operating EXPEenses .......ceeeeeeeens 2,094,522 2,272,613
Net Operating INCOME ..t i v v it i e s nneenennnnnens 88,903 162,446
NON-OPERATING REVENUES (EXPENSES)
Interest TNCOME v i it ittt ettt eeeeeeennns 8,846 8,012
MiSCELlANEOUS vttt vttt ettt eeeeeeeeeeenees 153,083 124,167
Interest EXPEeNSE v uv ittt ittt e eseeeeennannnns - 2,540
Total Non-Operating Revenues ............. 161,929 135,319
Contributions - Grants ...........coiiin.n - -
Total Contributions .............. ... ... - -
Transfers
City of Tacoma Gross Earnings Tax ........... (202,716) (190,513)
CHANGE IN NET POSITION . ....ovvvvenennnnnnnnnn $48,116 $107,252
TOTAL NET POSITION - JANUARY 1 ... ...ttt iitt ittt eeeneeeeneeeaeeeeaeaeanenenns
TOTAL NET POSITION - JUNE 30 .. ... ttitittttttttteeeeeeeeeeeeeeeeneneneeennenns

These statements should be read in conjunction with the Management
Discussion and Analysis in the June 2017 Financial Report.
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YEAR TO DATE

JUNE 30, JUNE 30, 2017/2016 PERCENT

2017 2016 VARIANCE CHANGE
14,180,814 13,507,085 $673,729 .0%
2,035,872 1,898,125 137,747 .3%
16,216,686 15,405,210 811,476 .3%
499,749 506,484 (6,735) -1.3%
534,282 938,613 (404,331) -43.1%
993,274 1,002,179 (8,905) -0.9%
1,573,669 1,279,344 294,325 23.0%
5,120,508 4,576,858 543,650 11.9%
862,775 647,002 215,773 33.3%
1,188,669 1,154,439 34,230 3.0%
2,623,552 2,439,854 183,698 7.5%
227,947 215,565 12,382 5.7%
818,265 737,322 80,943 11.0%
14,442,690 13,497,660 945,030 7.0%
1,773,996 1,907,550 (133,554) -7.0%
69,688 66,645 3,043 4.6%
527,490 683,985 (156,495) -22.9%
(6) (5,956) 5,950 -99.9%
597,172 744,674 (147,502) -19.8%
36,254 - 36,254 100.0%
36,254 - 36,254 100.0%
(1,338,059) (1,264,920) (73,139) 5.8%
1,069,363 1,387,304 ($317,941) -22.9%

29,033,898

27,041,661

$30,103,261

$28,428,965

June 2017 Financial Statement



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA RAIL

SUMMARY OF SWITCHING REVENUES AND SWITCHING ACTIVITIES

JUNE 30, 2017 AND JUNE 30, 2016

June June
2017 2016
SWITCHING REVENUES
LINE HAULS--INTERMODAL . ... e i i i i e e e e a s $715,337 $1,005,120
LINE HAULS--COMMERCHIAL . ... i e i e e e 973,735 984,040
LINE HAULS--CAPITAL DIVISION ... ... 12,521 23,813
MISCELLANEOUS SWITCHES . ... i i i e e e a s 199,794 130,622
TOTAL SWITCHING REVENUES . ... .o $1,901,387 $2,143,595
SWITCHING ACTIVITIES (CARS)
LINE HAULS--INTERMODAL . .. i e e i i e e e e s 4,508 5,950
LINE HAULS--COMMERCIAL . ... i e e eea e e s 2,141 2,585
LINE HAULS--CAPITAL DIVISION ... . oo 30 57
MISCELLANEOUS SWITCHES .. . i i i i e e e e e - 1,352 313
TOTAL CARS SWITCHED . ..t i i e e e e e s 8,031 8,905
* The Summary of Switching Activites (Cars) includes an update to allocations
for 2016.
June 2017 Financial Statement -5- Tacoma Rail



YEAR TO DATE

June 30, June 30,
2017 2016

$5,963,397 $6,064,111
6,674,370 6,467,945
136,894 195,943
1,406,153 779,086
$14,180,814 $13,507,085
35,096 36,421
14,542 15,281
328 459
8,565 1,556
58,531 53,717

June 2017 Financial Statement

2017/2016 PERCENT
VARIANCE CHANGE
($100,714) ~1.7%
206,425 3.2%
(59,049) -30.1%
627,067 80.5%
$673,729 5.0%
(1,325) -3.6%
(739) -4.8%
(131) -28.5%
7,009 450.4%
4,814 9.0%




CITY OF TACOMA, WASHINGTON

DEPARTMENT OF PUBLIC UTILITIES

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash from Customers ................
Cash Paid to Suppliers .............
Cash Paid to Employees .............
Taxes Paid .......ciiiiiiiiiiiinnnn.

Net Cash Provided by Operating

ActivitiesS vt iitninnneenns

TACOMA RAIL

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Transfers to Other Funds ...........

Net Cash Used in Non-Capital

Financing Activities .............

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Capital Expenditures, Net ..........
Principal Payments on Long-Term Debt
Interest Paid ........iiiiiiiiii.,
Proceeds from Capital Contributions

Proceeds from Long-Term Debt .......

Gain from Disposition of Property

Proceeds from Other Non-Operating Revenues ......

Net Cash Used in Capital and Related
Financing Activities .............

CASH FLOWS FROM INVESTING ACTIVITIES

Interest on Investments ............

Net Cash Provided by Investing

Activities ..ottt

Net Increase (Decrease) in Cash and

Equity in Pooled Investments ........

Cash & Equity in Pooled Investments at January 1

Cash & Equity in Pooled Investments at June 30

These statements should be read in conjunction with the Notes to Financial

Statements contained in the 2016 Annual Report.

June 2017 Financial Statement

YEAR TO DATE

JUNE 30,
2017

JUNE 30,
2016

$16,462,452
(4,686,306)
(7,805,135)

$15,269,705
(4,045,161)
(6,829,161)

(273,199) (251,229)
3,697,812 4,144,154
(1,338,059) (1,264,919)
(1,338,059) (1,264,919)

(594,671) (947,783)

(447,935) (438,608)

(872) (7,0608)
36,254 -
403,339 653,602
(4,045) -
531,535 683,985
(76,395) (56,412)
69,687 66,645
69,687 66,645
2,353,045 2,889,468
8,051,303 9,160,846

$10,404,348

$12,050,314

Tacoma Rail



Reconciliation of Operating Income to
Net Cash Provided by Operating Activities:

Operating INCOME ..t ittt ittt ettt et ee ettt eeaaeens

Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:

Depreciation ...ttt e e e e e e

Cash provided from changes in operating
assets and liabilities:

Accounts Receivable ..... ..ttt
Interfund Receivable ....... i,
Materials and Supplies Inventory .................
Prepayments ...ttt e e e e e e e
Accounts Payable ... ... i i e e e
Customer DeposSitsS v ittt i ittt ittt et
Unemployment and other Tax Payables ..............
Wages Payable ...ttt ittt ettt
Volume Incentive Payable ..........iiiiiiiieeennn.
Interfund Payable ...... ittt
Other Long-Term Liabilities & OJI Reserve.........

Total AdJUSLMENtS v i v ittt ittt et eeeennnn

Net Cash Provided by Operating

N wle I s Tl =T

Reconciliation of Cash and Equity in Pooled
Investments to Balance Sheet:
Cash and Equity in Pooled Investments

in Special Funds ... iiiiiiiie et teeennneeeenn.

Cash and Equity in Pooled Investments

in Operating FUunds ....c.iiiiiii it neinneennnn.

Cash and Equity in Pooled Investments

at June 30 ..ttt e e e e e

June 2017 Financial Statement

YEAR TO DATE

YEAR TO DATE

JUNE 30,
2017

JUNE 30,
2016

$1,773,996

$1,907,550

818,265 737,322
246,438 (142,656)
9,827 53,051
(13,032) (48,265)
253,664 249,427
(322,144) (47,730)
(10,500) (45,900)
(45,252) (35,664)
(8,787) 407,426
1,250,002 1,291,666
(260,518) (185,446)
5,853 3,373
1,923,816 2,236,604

$3,697,812

$4,144,154

10,404,348

$65,104

11,985,210

$10,404,348

$12,050,314

Tacoma Rail
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SWITCHING REVENUES
Year to Date - June 2017 & 2016

BYTD 2017

OYTD 2016

Dollars
(millions)

LINE HAUL--INTERMODAL LINE HAUL-- LINE HAUL--CAPITAL MISCELLANEOUS
COMMERCIAL DIVISION SWITCHES

SWITCHING ACTIVITIES
Year to Date - June 2017 & 2016

55+
504

EYTD 2017
459 OYTD 2016

Number of Switches
(thousands)

LINE HAUL--INTERMODAL LINE HAUL--COMMERCIAL LINE HAUL--CAPITAL MISCELLANEOUS
DIVISION SWITCHES
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SWITCHING REVENUES
Year to Date - June 2017 ($14,810,814)

Miscellaneous

Line Hauls-- Capital 10%
Division
1%
Line Hauls--
Intermodal
42%
Line Hauls--
Commercial
47%
SWITCHING REVENUES
Year to Date - June 2016 ($13,507,085)
Line Hauls-- Capital
Division Miscellaneous
1% 6%
Line Hauls--
Intermodal
45%

Line Hauls--
Commercial
48%
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SWITCHING ACTIVITY

Year to Date - June 2017 (58,531 cars)
Miscellaneous

15%

Line Hauls--Capital

Division
1%
Line Hauls--
Intermodal
Line Hauls-- 59%
Commercial
25%
SWITCHING ACTIVITY
Year to Date - June 2016 (53,717 cars)
Line Hauls--Capital Miscell
Division |sce3;aneous
1% /0
Line Hauls--
Commercial
28%
Line Hauls--
Intermodal
68%
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TOTAL OPERATING EXPENSES
Year to Date - June 2017 ($14,442,690)

Administration
26%

Others
7%

Way & Structures
%

Operations
42%

Mechanical
18%

TOTAL OPERATING EXPENSES
Year to Date - June 2016 ($13,497,660)

Administration
27%

Others
7%

Way & Structures

Operations 11%

38%

Mechanical
17%
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The City of Tacoma does not discriminate on the basis of disability in any of its programs, activities, or
services. To request this information in an alternative format or to request a reasonable accommodation,

please contact the City Clerk’s Office at (253) 591-5505. TTY or speech to speech users please dial
711 to connect to Washington Relay Services.
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MANAGEMENT DISCUSSION AND ANALYSIS

Overview of the Financial Statements

Summary

For the first six months of 2017, Tacoma Water is reporting year-to-date operating
income of $4.3 milion compared to $7.0 million in 2016. Operating revenues
decreased $1.5 million (3.4%) and operating expenses increased $1.2 million (3.3%).
The year to date change in net position for 2017 was ($0.6) million compared to $1.2
million for 2016.

Revenues

Water sales revenues decreased by $1.2 million (3.3%) in the first six months of 2017
compared to the same period in 2016. The following table summarizes the impacts of
rate and volume changes on water sales revenue by customer class.

Changes Related to: YTD Increase
Customer Class Rate Volume (Decrease)
Residential and Domestic $ 1,770,689 $ (1,969,616) $ (198,927)
Commercial and Industrial 827,282 (1,282,239) (454,957)
Special Rate 36,192 115,928 152,120
Other 84,178 (751,722) (667,544)
Total $ 2,718,341 $ (3,887,649) $ (1,169,308)

Consumption for the first six months of 2017 was 7,478 million gallons, compared to
8,182 million gallons for the same period in 2016. Regional Water Supply System
(RWSS) partners received 2,047 million gallons. The following table summarizes water
consumption by customer class year-to-date.

Millions of Gallons YTD Increase
Customer Class 2017 2016 (Decrease) %
Residential and Domestic 3,230.66 3,536.31 (305.65) (9%)
Commercial and Industrial 1,190.09 1,423.13 (233.04) (16%)
Special Rate 2,707.35 2,607.10 100.25 4%
Other 349.82 615.69 (265.87) (43%)

Total 7 477.92 8,182.23 (704.31) _ (9%)




OPERATING REVENUES & EXPENSES

Expenses
Operating expenses were $37.2 million for
50+

the first six months of 2017, an increase of B Revenues O Expenses
$1.2 million compared to 2016. Of that,
Distribution experienced an increase of
$0.7 million. This increase is due in large
part to cash pay outs for retirements of $0.2
million as well as an increase of $0.2 million
in health benefits costs. Fleet replacement
contributions for the Distribution group have
also increased by $0.3 million due to
anticipated equipment purchases in the
near term.

$ in millions

Q22017 Q2 2016

LU Hzeans- |
“William A. Gaines {2~ Andrew"Charullo

Director of Utilities/CEO Finance Director
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CITY OF TACOMA, WASHINGTON

DEPARTMENT OF PUBLIC UTILITIES

TACOMA WATER

STATEMENTS OF NET POSITION - JUNE 30, 2017 AND JUNE 30, 2016

ASSETS AND DEFERRED OUTFLOWS 2017 2016
UTILITY PLANT
Water Plant in Service ... ... i iee e e acaaaaann $1,075,495,771 $1,060,046,652
Less Depreciation and Amortization ................... (227,024,227) (206,179,583)
Total . e aaaaaaa 848,471,544 853,867,069
Construction Work iIn Progress ... ... ceeoacaaaaann- 26,298,348 25,641,016
Net Utility Plant ... ... . i 874,769,892 879,508,085
NON-UTILITY PROPERTY i i i i e e e e cceecaaaaann 492,963 492,963
RESTRICTED ASSETS
Cash and Equity in Pooled Investments:
2010 Construction Fund .. ... ... e i i e eeeeenns 20,924,248 25,646,367
2010 RWSS Construction Fund ...... ... ennnn - 4,918
2013 Construction Fund .. ... ...t i e meeeeans 15,840,357 20,123,075
Regional Water Supply System Operating Fund ........ 1,032,025 814,930
Provision for Debt Payment ....... ... ... . .. ... .... 10,801,509 8,472,598
Customer Water Main Deposits ....... .o iouanaann 3,231,459 3,156,610
Water Supply Forum Fund ... ... ... .. . iiieiaaa- 422,933 286,483
Special Bond Reserves . ... ... oo e e e e 22,102,107 22,099,266
Water Customer Contribution Fund ........ ... .. ....... 11,660 (14,850)
Water Capital Reserves ...... ..o aeaaaaaan- 29,794,504 27,669,310
Water System Development Charge ....... ... ... ...... 60,495,971 57,287,412
Total Restricted ASSEtS ... .o e i i e eeeeeaans 164,656,773 165,546,119
CURRENT ASSETS
Cash and Equity in Pooled Investments:
Current Fund .. ... a e 52,078,227 51,790,050
Customers”® DeposSits ... ii i et e e 325,958 332,220
Receivables:
CUSTOMEN S it i it e et e e e et e e e e e 4,909,806 5,090,588
Accrued Unbilled Revenues ... ... ..o aeaaaaaan- 4,797,144 4,935,000
Others .. e et e e e 715,806 605,900
BABs Interest Subsidies ...... .. .. . .. . iiiiiaaoon 320,064 320,064
Provision for Uncollectible Accounts ................. (470,632) (370,878)
Materials and Supplies .. ... ... i 2,329,966 2,542,940
Prepayments . ... e e 905,654 700,131
Total Current Assets . ... ... oo ii i aaaaaaan 65,911,993 65,946,015
TOTAL ASSETS Lo e e e e e i e e e aeecaaaaaan 1,105,831,621 1,111,493,182
OTHER ASSETS
Regulatory Assets - Public Fire Protection Fees ...... 919,071 1,746,643
Regulatory Assets - Surcharges ...........cc.ccooaann. 1,508,069 1,625,237
Net Pension ASSet .. ... e e e e ecececcaaaaann - 881,279
Total Other Assets .. ... e e eeeceeaaans 2,427,140 4,253,159
DEFERRED OUTFLOWS OF RESOURCES
Unamortized Losses on Refunding Bonds ................ 1,488,410 1,769,731
Deferred Outflows for Pensions ......... . ... .o o..- 8,994,103 2,092,307
Total Deferred Outflows ...... ... ... .. .iooooaao. 10,482,513 3,862,038
TOTAL ASSETS AND DEFERRED OUTFLOWS .. ... .o coooeaaana- $1,118,741,274 $1,119,608,379

These statements should be read in conjunction with the Notes to Financial

statements contained in the 2016 Annual Report.
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NET POSITION, LIABILITIES AND DEFERRED INFLOWS

NET POSITION

Net Investment in Capital Assets ...................
Restricted for:
Water Capital Reserves ...... ..o iciaaaaaaann
Water System Development Charge ..................
Debt Service Funds . ... ... i ie e
Pension Asset .. ... .. i a e
Unrestricted ... ... .. i

TOTAL NET POSITION ... e e as

LONG-TERM DEBT

Revenue Bonds Outstanding:
2005 Water Revenue Bonds Refunding ...............
2009 Water Revenue Bonds ...... .. .o ooiaaaan.
2010 Water Revenue Bonds Refunding ...............
2010 Water Revenue Bonds ....... i ieooiaaann.
2013 Water Revenue Bonds Refunding ...............
2015 Water Refunding Bonds, Series A .............
2015 Water Refunding Bonds, Series B .............
2010 RWSS Revenue Bonds, Series A .. ... eeenen-.
2010 RWSS Revenue Bonds, Series B ..... ..o ....
2013 RWSS Refunding Bonds ....... .. ..o ouooa.
Total Outstanding Revenue Bonds ................
Plus: Unamortized Bond Premium ................
Net Outstanding Revenue Bonds ..................
PWTF Pre-Construction Loans ....... ... .. .o ceoaao.
PWTF Construction Loans .. ... ..o oeaaaaaaaaanan
State Drinking Water Loans ...... ... .iieoaaaauaans
Total Long-Term Debt .. ... .. ... . .. . ... ....

CURRENT LIABILITIES

Salaries and Wages Payable ....... ... ... ... ... .. ...
Purchases and Contracts Payable ........ .. ..........
Interest Expense Accrued . ... ... .o
Taxes AcCCrued ... ... i e e
Customers”™ and Contractors”™ Deposits ...............
Current Portion of Long-Term Debt .... ... ... .......
Other Current Liabilities ... ... . ... .. ... ... ....
Current Accrued Compensated Absences ...............

Total Current Liabilities ... ... . ... ... ... . ...

LONG-TERM LIABILITIES

Muckleshoot Agreements ... ... .. ..o iiiaauaaanann
Customer Advances for Construction .................
Unearned ReVenUe . ... .. ... imi i i e e e aaaaanann
Other Long-Term Liabilities ..... ... ... . ... ... .....
Pension Liability ... ... ...
Long-Term Accrued Compensated Absences .............

Total Long-Term Liabilities ... ... ... ... ......

TOTAL LIABILITIES ... e a o

DEFERRED INFLOWS OF RESOURCES

Rate Stabilization ...... ... ... .. . aeaaaaaana
Deferred Inflows for Pensions ......... .. ... .......
Total Deferred Inflows . ... ... .. ... .. .. .. .......

TOTAL NET POSITION, LIABILITIES AND DEFERRED INFLOWS .

for 2016.

June 2017 Financial Statement -2-

2017 2016

$438,269,459 $438,154,455 *
24,206,106 21,601,907
24,920,525 21,711,966
8,366,980 6,411,926
- 881,279
53,262,421 54,966,314
549,025,491 543,727,847
5,000 5,000
76,775,000 76,775,000
25,825,000 26,395,000
74,985,000 74,985,000
74,355,000 74,355,000
13,800,000 16,645,000
- 1,785,000
2,245,000 2,525,000
44,245,000 44,245,000
60,165,000 60,910,000
372,400,000 378,625,000
12,855,197 14,440,619
385,255,197 393,065,619
800,783 960,956
21,351,668 23,888,265
69,844,047 75,893,293
477,251,695 493,808,133
380,595 1,047,442
777,600 917,242
2,434,529 2,060,672
1,616,326 1,655,522
502,995 351,124
13,334,372 10,738,011
2,706,083 2,653,020
269,819 260,047
22,022,319 19,683,080
6,762,451 6,943,806
5,233,207 4,660,008
7,589,557 7,846,920
4,543,207 4,092,359
7,788,151 -
2,428,375 2,340,426
34,344,948 25,883,519
533,618,962 539,374,732
35,575,447 35,575,447
521,374 930,353
36,096,821 36,505,800
$1,118,741,274 $1,119,608,379

* The Net Investment in Capital Assets includes $16.8 million in 2010 Construction Bond Funds

Tacoma Water



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES

TACOMA WATER

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

JUNE 30, 2017 AND JUNE 30, 2016

OPERATING REVENUES
Sales of Water ... ... . ... .. ...
Other Operating Revenues ...........ccoooo-.
Contract Resource Obligation Revenue .......
Total Operating Revenues ...............

OPERATING EXPENSES

Production Expense:
Source of Supply ... ... ...
Water Treatment ... ... ... .. .. --.---
Total Production Expense ...............
Power Pumping EXpense .......cocecceoaaaaan-
Transmission and Storage Expense ...........
Distribution Expense ...... .. ... ...
Customer Accounting and Consumer Service ...
TaXeS . e e e e eaaaaaaa
Depreciation ... ... ... e
Administrative and General .................
Total Operating Expenses ...............

OPERATING INCOME (LOSS) ..iiiiiiiiiiiiiieans

NON-OPERATING REVENUES (EXPENSES)

Interest Income ... .. ... ..o
Miscellaneous .. ... ... oo aieaaaaaann
Interest on Long-Term Debt .................
Interest on Long-Term Debt BABs Sub ........
Amortization OFf Debt Premium ..............
Interest Charged to Construction ...........

Total Non-Operating Revenues (Expenses)

Net Income (Loss) Before Capital Contributions
and Transfers ... ... . i e i aia e
Capital Contributions:
Cash .. e
Donated Fixed AssetS ... ..o ceoaeaanaann-
Federal BABs Subsidies ........ ... .o oaao.
Transfers:
City Gross Earnings TaX ....occeocuaaaaaann

CHANGE IN NET POSITION .. ... .. ... ...,

JUNE
2017

JUNE
2016

$7,104,251
897,169
338,035

$7,549,551
905,956
366,321

8,339,455

682,300
678,124

8,821,828

568,037
604,147

1,360,424
53,286
244,491
1,262,545
411,795
519,404
2,000,312
898,442

1,172,184
65,837
190,374
977,801
357,755
537,433
1,987,126
857,917

6,750,699

6,146,427

1,588,756

202,096
(1,011)
(1,369,247)
(302,973)
111,548
45,338

2,675,401

163,191
(9,380)
(1,318,828)
(320,067)
105,802
43,036

(1,314,249)

(1,336,246)

274,507
344,186

320,064

(617,115)

1,339,155
262,124

320,067

(632,103)

$321,642

$1,289,243

NET POSITION — JANUARY & .o it i i eeeoccamaacmaaecaaaaaaanan

TOTAL NET POSITION — JUNE 30 ... i i i i e e e cmceecccccemaeann-
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YEAR TO DATE 2017
OVER

JUNE 30 JUNE 30 (UNDER) PERCENT

2017 2016 2016 CHANGE

$ 34,077,600 $ 35,246,908 ($1,169,308) -3.3%
5,188,858 5,129,975 58,883 1.1%
2,242,370 2,608,009 (365,639) -14..0%
41,508,828 42,984,892 (1,476,064) -3.4%
3,540,201 3,498,478 41,723 1.2%
3,146,498 2,976,492 170,006 5.7%
6,686,699 6,474,970 211,729 3.3%
284,825 351,805 (66,980) -19.0%
1,254,653 1,577,880 (323,227) -20.5%
7,092,194 6,362,816 729,378 11.5%
2,468,430 2,293,098 175,332 7.6%
2,151,214 2,176,928 (25,714) -1.2%
12,026,601 11,916,605 109,996 0.9%
5,244,637 4,859,654 384,983 7.9%
37,209,253 36,013, 756 1,195,497 3.3%
4,299,575 6,971,136 (2,671,561) -38.3%
1,819,135 1,480,162 338,973 22.9%
869,318 6,395 862,923 13493.7%
(8,232,908) (8,007,181) (225,727) 2.8%
(1,792,870) (1,811,562) 18,692 -1.0%
669,288 634,812 34,476 5.4%
225,636 231,987 (6,351) -2.7%
(6,442,401) (7.465,387) 1,022,986 -13.7%
(2,142,826) (494,251) (1,648,575) 333.6%
2,735,211 2,506,130 229,081 9.1%
105,308 386,241 (280,933) —72.7%
1,809,961 1,811,562 (1,601) -0.1%
(3,134,389) (2,983,658) (150,731) 5.1%
(626,735) 1,226,024 (1,852,759) -151.1%

549,652,226 542,501,823 7,150,403

$549,025,491 $543,727,847 $5,297,644 1.0%

These statements should be read in conjunction with the Management
Discussion and Analysis in the June 2017 Financial Report.
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA WATER

SUMMARY OF REVENUES AND BILLINGS
JUNE 30, 2017 AND JUNE 30, 2016

JUNE JUNE
2017 2016
SALES OF WATER
Residential and DomestiC ... ... ..o ae e $4,812,752 $5,026,742
Commercial and Industrial ....... ... . . .. ..o o.... 1,532,493 1,718,690
Special Rate ... ..o 554,372 484,690
Sales to Other Utilities ... ... ... ieeaanx 204,634 319,429
Total ... $7,104,251 $7,549,551
BILLINGS (NUMBER OF MONTHS BILLED)
Residential and DomestiC ... ... oo e e aeas 107,464 104,766
Commercial and Industrial ....... ... . @ . ..o o.... 7,254 5,855
Sales to Other Utilities ... ... ... ... ... .. ..... 17 17
Total .. 114,735 110,638

June 2017 Financial Statement -5-

Tacoma Water



YEAR TO DATE

2017
OVER
(UNDER)
2016

($198,927)
(454,957)
152,120

(667,544)

($1,169,308)

9,209

1,256

JUNE 30 JUNE 30
2017 2016
$22,664,868 $22,863,795

7,365,428 7,820,385
2,974,579 2,822,459
1,072,725 1,740,269
$34,077,600 $35,246,908
576,544 567,335
39,545 38,289

102 102

616,191 605,726

10,465

June 2017 Financial Statement

PERCENT

CHANGE

-0.9%

-5.8%

5.4%

-38.4%

-3.3%

1.6%

3.3%

0.0%

1.7%

Tacoma Water



CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES

SUMMARY OF WATER BILLED
JUNE 30, 2017 AND JUNE 30, 2016

TACOMA WATER

MILLION GALLONS, TOTAL

YEAR TO DATE

JUNE JUNE JUNE 30 JUNE 30
2017 2016 2017 2016
WATER BILLED
Residential and
DomestiC ....cceunnann 724.79 898.67 3,230.66 3,536.31
Commercial and
Industrial ............. 263.15 396.33 1,190.09 1,423.13
Special Rate ............ 499.34 446.71 2,707.35 2,607.10
Sales to Other
utilities .............. 63.06 108.60 349.82 615.69
1,550.34 1,850.31 7.,477.92 8,182.23

NOTE: For conversion purposes, there are approximately 748 gallons iIn every

100 cubic feet of water.

June 2017 Financial Statement
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MILLION GALLONS, AVERAGE DAILY

JUNE
2017

24.16

8.77

16.64

2.10

JUNE
2016

51.67

29.

13.

14.

96

21

89

.62
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA WATER
STATEMENTS OF CASH FLOWS

YEAR TO DATE

JUNE 30 JUNE 30
2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Cash from Customers . ... ... i aa e $45,148,880 $46,071,858
Cash Paid to Suppliers ... ... e aaaannan (12,035,162) (10,405,886)
Cash Paid to Employees ... . ... oo (13,143,628) (11,975,431)
Taxes Pald ... ... (2,027,364) (2,385,058)
Net Cash From
Operating Activities ... . ... ... oieiaiaaaan- 17,942,726 21,305,483
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Transfer Out for Gross Earnings Tax .-............. (3,134,389) (2,983,658)
Net Cash From Non-Capital
Financing Activities ... ... . ... ... ... -.... (3,134,389) (2,983,658)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Capital Expenditures, net... .. ... ... . ... --... (6,917,899) (6,085,355)
Proceeds from State Drinking Water Loan .......... - 16,800,000
Debt Issuance COStS ... ..o i e e caaaaa - 13,680
Principal Payments on Long-Term Debt ............. (555,556) (555,556)
Principal Payments on Muckleshoot LT Liability ... (185,889) (190,536)
Interest Paid . ... ... .. e (9,489,543) (9,539,905)
BABs Federal Interest Subsidies ....._._.._._.._..... 1,787,877 1,789,799
Contributions in Aid of Construction ............. 2,735,211 2,506,130
System Development Charges & Other LT Liabilities. 593, 886 47,470
Net Cash From Capital and
Related Financing Activities _...._............. (12,031,913) 4,785,727
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Received on Investments ................. 1,819,135 1,480,162
Other Net Non-Op Revenues and Expenses ........... 869,318 (7,286)
Net Cash From Investing Activities ............. 2,688,453 1,472,876
Net Change in Cash and Equity in
Pooled Investments ... ... ... o iiioiaaaaaaa 5,464,877 24,580,428
Cash & Equity in Pooled Investments at January 1 ... 211,596,081 193,087,961
Cash & Equity in Pooled Investments at June 30 ..... $217,060,958 $217,668,389

These statements should be read in conjunction with the Notes to Financial
statements contained in the 2016 Annual Report.
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Reconciliation of Net Operating Income to
Net Cash From Operating Activities:

Net Operating Income .. .. ... ... ... . ... _......

Adjustments to reconcile net operating income to

net cash provided by operating activities:

Depreciatlion ... .. ... e

Cash from changes in operating
assets and liabilities:
Accounts Receivable and Unbilled Revenue

Interfund Receivables ... .. ... _._._.._.....
Regulatory Asset-Public Fire Protection Fees .
Regulatory Asset-Surcharges........._......
Materials and Supplies ..... ... ... .......
Prepayments .. .. ... ...
Unearned Revenues ... ... ... .o cioocaoonn
Accrued TaXeS ..o iii i i
Salaries, Wages and Fringe Benefits Payable
Customers®™ Deposits ... ... ... ... -...
Accrued Expenses and Contracts Payable ...
Interfund Payables ... .. .. .. . .. _._._.._.....

Total Adjustments ... ... ... .. ._....

Net Cash From Operating Activities ..........

Reconciliation of Cash and Equity in Pooled
Investments to Balance Sheet:
Cash and Equity in Pooled Investments

in Special Funds ... ... .. ... ... ...

Cash and Equity in Pooled Investments

in Operating Funds . ....... . ... ... ......

Cash and Equity in Pooled Investments

at June 30 ... e e eeeeeeeaaaa

June 2017 Financial Statement

YEAR TO DATE

JUNE 30 JUNE 30
2017 2016
$4,299,575 $6,971,136
12,026,601 11,916,605
341,361 (4,426)
107,970 686,030
377,930 377,930
61,408 58,111
11,582 (55,865)
212,408 270,200
2,706,083 2,653,020
123,850 (208,130)
(30,233) 723,161
153,270 2,331
(770,190) (501,628)
(1,678,889) (1,582,992)
13,643,151 14,334,347
$17,942,726 $21,305,483

$164,656,773

52,404,185

$165,546,119

52,122,270

$217,060,958

$217,668,389

Tacoma Water
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Supplemental Data

June 2017 Financial Statement -12 - Tacoma Water



WATER SALES
Year to Date - June 2017 & 2016
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WATER SALES
Year to Date - June 2017
($34,077,600)

Special Other

9% 3%

Commercial
22%

Residential
66%

WATER SALES
Year to Date - June 2016
($35,246,908)

Special Other
) pecia 59%
Commercial 8%

22%

Residential
65%
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TOTAL OPERATING EXPENSES
Year to Date - June 2017
($37,209,253)

Taxes
6%

Administration
14%

Power & Trans

Depreciation
32%
Distribution
19% i
I o

ther Op Exp
7%

Production
18%

TOTAL OPERATING EXPENSES
Year to Date - June 2016
($36,013,756)

Taxes
6%

Administration
14%

Power & Trans
5%

Distribution
18%
Prod~ l Other Op Exp

18% 6%

Depreciation
33%
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The City of Tacoma does not discriminate on the basis of disability in any of its programs, activities, or
services. To request this information in an alternative format or to request a reasonable accommodation,

please contact the City Clerk’s Office at (253) 591-5505. TTY or speech to speech users please dial
711 to connect to Washington Relay Services.
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