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Sue Kuehl/ESK:esk

SCL Priest Rapids Amendments ORD
May 5, 2005

version 5

ORDINANCE /P /833

AN ORDINANCE relating to the City Light Department; authorizing the Superintendent to enter
into two long-term contract amendments with Public Utility District No. 2 of Grant
County to: 1) convert a portion of Priest Rapids non-firm energy purchase into a slice of
firm and non-firm energy purchase; and 2) extend by six weeks the time at which the
District is required to provide estimated power costs for the following year.

WHEREAS, the City of Seattle entered into three new loﬁg—te1m power purchase agreements
with the District on March 11, 2002 (Ordinance 120743) to replace one 50-year power
purchase contract expiring October 31, 2005; and

WHEREAS, one of the three new contracts, the “Additional Products Sales Agreement,”
provided for the City to purchase a portion of non-firm energy from the Priest Rapids
Project; and

WHEREAS, the “Additional Products Sales Agreement” has been determined by the District to
be unreasonably difficult to implement; and

WHEREAS, the District has proposed terminating the “Additional Products Sales Agreement”
and replacing it with an amendment to the concurrent “Priest Rapids Project Product
Sales Contract,” with the amendment providing Seattle an equivalent “slice” of firm and
non-firm energy to replace the non-firm energy lost by terminating the “Additional
Products Sales Agreement”; and

WHEREAS, the amendment to the “Priest Rapids Project Product Sales Contract” will provide
the City a fixed slice of firm and non-firm project output through the entire project license
term approved by the Federal Energy Regulatory Commission; and

WHEREAS, changes to the aforementioned two contracts will cause a change to Exhibit A of the
third contract with the District, the “Priest Rapids Project Reasonable Portion Power
Sales Contract,” requiring corrections; and

WHEREAS, the District wishes to extend by six weeks the reporting requirement for estimating
annual power costs for the following contract year in Section 5 (f) of the “Priest Rapids
Project Reasonable Portion Power Sales Contract”’; NOW, THEREFORE,
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BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. The Superintendent of the City Light Department, or his desi gnee, is hereby
authorized to enter into two long-term contract amendments with Public Utility District No. 2 of
Grant County, entitled: (1) “Amendment No. 2 to the Priest Rapids Project Product Sales
Contract and Termination of Additional Product Sales Agreement”; and (2) “Amendment No. 2
to the Priest Rapids Project Reasonable Portion Power Sales Contract,” both substantially in the
form of the contract amendments attached to this ordinance as Attachments 1 and 2, respectively.
Attachment 1 converts the non-firm energy that was to be purchased under the former
“Additional Product Sales Agreement” into an approximately equivalent “slice” of both firm and
non-firm energy under the “Priest Rapids Project Product Sales Contract.” Attachment 2 does
two things: (a) it makes corrections to Exhibit A of the “Priest Rapids Project Reasonable
Portion Power Sales Contract” that are necessary because of the first “Amendment No. 2”
(Attachment 1); and (b) it allows the District a six-week extension for providing annual power
costs to City Light for the following contract year for improved accuracy of estimates.

Section 2. Following Council adoption, any acts taken in furtherance of this ordinance,

but prior to its effective date, are hereby ratified and confirmed.
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Section 3. This ordinance shall take effect and be in force thirty (30) days from and after
its approval by the Mayor, but if not approved and returned by the Mayor within ten (10) days
after presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the( 2 tbday of _A e 2005, and signed by me in open

Gregory 3\ Nickels, Mayor M%
g o P
Filed by me this 30y of Nl s_, 20? % \ - C
) ey _ T % ,
i‘y::? Ledit ) (&2 T 8 A A
City Clerk/ g

,*'(‘Seal)
b o
Attachm;}ht 1:  Amendment No. 2 to the Priest Rapids Project Product Sales Contract and

Termination of Additional Product Sales Agreement

Attachment 2: Amendment No. 2 to the Priest Rapids Project Reasonable Portion Power Sales
Contract




@ City of Sea&le

Gregory J. Nickels, Mayor
Office of the Mayor

May 24, 2005

Honorable Jan Drago
President

Seattle City Council
City Hall, 2™ Floor

Dear Council President Drago:

The attached proposed Council Bill authorizes the Superintendent of Seattle City Light (SCL) to sign
two contract amendments changing the way that SCL purchases energy from Public Utility District No.
2 of Grant County’s (the “District’s”), Priest Rapids Project. The current methodology that was
authorized by Ordinance 120743 in March 2002 was found to be unreasonably difficult to implement.
The new methodology adopted by this Bill will make it easier for Seattle City Light and the District to
track, calculate, and administer SCL’s energy purchases from Priest Rapids without an increase in cost.

Thank you for your consideration of this legislation. If you have questions, please contact Sue Kuehl at
386-4513.

Sincerelj;; ‘

|

GRB@wN CKELS c /}

M f'Seattl o
Mayor o %ea e <

cc:" Hoﬁble Members of the Seattle- e Council

o,

600 Fourth Avenue, 7% Floor, P.O. Box 94749, Seattle, WA 98124-4749
Tel: (206) 684-4000, TDD: (206) 684-8811 Fax: (206) 684-5360, E:mail: mayors.office@seattle.gov \CLERK f
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.




AMENDMENT NO. 2 TO THE PRIEST RAPIDS PROJECT
PRODUCT SALES CONTRACT AND TERMINATION OF
ADDITIONAL PRODUCT SALES AGREEMENT

The Public Utility District No. 2 of Grant County, Washington (“District”), and
(‘“Purchaser™), hereby agree to this’
Amendment No. 2 to the Priest Rapids Project Product Sales Contract dated ,
2005 (the "Product Contract”). Unless otherwise defined herein, all capitalized terms
defined in the Product Contract shall have the meanings set forth therein when used in this
Amendment.

1. Term of Amendment No. 2

This Amendment No. 2 shall take effect only upon the execution by the District
and Purchaser, and shall expire on the earlier of the expiration or termination date
of the Product Contract.

1~

Amendment to Provisions of the Product Contract

2.1  The following is added to Section 2 Definitions:

The “Adjusted District Reserved Share” for any Contract Year shall mean
the District Reserved Share for the applicable Contract Year less the
percentage resulting from subtracting 36.5% from the District Reserved
Share for the applicable Contract Year and dividing the difference by eight

(8).

“Purchaser Conversion Percentage” for each Purchaser shall be that
percentage as set forth for each Purchaser in Exhibit A of this Amendment
No. 2.

2.2 The following is added as Section 5 (d) (1):

In addition to the Surplus Product available pursuant to Section 5 (d), each
Contract Year there shall also be available to Purchaser an additional
amount of Surplus Product equal to (Purchaser’s Conversion Percentage
set forth in Exhibit A of this Amendment No. 2 multiplied by the '
difference between the District Reserved Share and the Adjusted District
Reserved Share) multiplied by the actual Priest Rapids Project Output.
Attached Exhibit B of this Amendment No. 2 contains a sample calculation
for illustration purposes only.

2.3 The definitions of *‘Purchaser Product Percentage of Displacement
Product” and the “Purchaser Product Percentage of Surplus Product™
hereinafter shall mean the Purchaser’s specified percentages for the

Priest Rapids Project Product Sales Contract and
Termination of Additional Product Sales Agreement
Amendatory Agreement No, 2 -1.

Attachment 1 to Ordinance




“Displacement Product” and the “Surplus Product” as set forth in Exhibit
A of this Amendment No. 2 attached hereto. The definitions contained in
Exhibit A of this Amendment No. 2 shall supersede all prior definitions of
“Purchaser Product Percentage of Displacement Product” and “Purchaser
Product Percentage of Surplus Product”.

2.4  The sccond sentence in the second paragraph of Section 3 (b) is revised as
follows: The amount and cost of Displacement Product is defined in
Sections 5 and 7 (a) (4) respectively.

2.5  The following is added to the end of Section 5 (g):

The District’s use of Displacement Product pursuant to this subsection
shall be in addition to the District’s right to use the Reasonable Portion
Proceeds to meet the Estimated Unmet District Load from Section 5 (c),
provided however, that the District shall first use Reasonable Portion
Proceeds prior to using the Displacement Product.

2.6 Section 6 (f) is revised as follows:

On or prior to July 31st of each year, for budgetary purposes only and not
for determining Priest Rapids Project Products or Purchaser’s payment
obligations under this contract, the District shall supply an estimate of the
Priest Rapids Project OQutput and Estimated District Loads for the
following Contract Year. On or before September 10th of each year, the
District shall supply an estimate of Annual Power Costs for the following
Contract Year.

2.7  Section 8, previously having been ruled invalid, is hereby deleted.

3. Termination of Additional Product Sales Agreement

The Additional Product Sales Agreement previously executed by the District and
- the Purchaser is hereby terminated and shall be of no further force or effect.

PUBLIC UTILITY DISTRICT NO. 2 OF
GRANT COUNTY, WASHINGTON

By: By:
Title: Title:
Date Signed: Date Signed:

Priest Rapids Project Product Sales Contract and
Termination of Additional Product Sales Agreement
Amendatory Agreement No, 2 -2-
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AMENDMENT NO. 2 TO THE PRIEST RAPIDS PROJECT

REASONABLE PORTION POWER SALES CONTRACT

The Public Utility District No. 2 of Grant County, Washington (“District”), and

(“Purchaser”), hereby agree to this Amendment

No. 2 to the Priest Rapids Reasonable Portion Project Product Sales Contract dated

, 2004 (the "Reasonable Portion Contract”). Unless otherwise defined

herein, all capitalized terms defined in the Product Contract shall have the meanings set forth
therein when used in this Amendment,

L.

Term of Amendment No. 2

This Amendment No. 2 shall take effect only upon the execution by the District
and Purchaser, and shall expire on the earlier of the expiration or termination
date of the Reasonable Portion Contract.

Amendment to Provisions of the Reasonable Portion Contract

2.1

2.3

The definition of “Purchaser Revenue Allocation™ hereinafter shall mean
the Purchaser's specified percentage as set forth in Exhibit A attached
hereto. The definitions contained in Exhibit A of this Amendment No. 2
shall supersede all prior definitions of “Purchaser Revenue Allocation.”

Section 5 (f) is revised as follows: On or prior to July 31% of each year,
for budgetary purposes only and not for determining Priest Rapids
Project Products or Purchaser’s payment obligations under this contract,
the District shall supply an estimate of the Priest Rapids Project Output,
the Purchaser Reserve Allocation and Estimated District Loads for the
following Contract Year. On or before September 10™ of each year, the
District shall supply an estimate of Annual Power Costs for the
following Contract Year.

Section 7, previously having been ruled invalid, is hereby deleted.

PUBLIC UTILITY DISTRICT NO. 2 OF

GRANT COUNTY, WASHINGTON

By:

By:

Title:

Title:

Date Signed:

Date Signed:

_ -1 - Attachment 2 to Ordinance
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Sue Kuehl

May 5, 2005
SCL Priest Rapids Amendments ORD
Version 4
Form revised December 9, 2004
FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: Contact Person/Phone: DOF Analyst/Phone:
| Seattle City Light | Sue Kuehl/386-4513 | Thomas Dunlap/386-9120 l
Legislation Title:

AN ORDINANCE relating to the City Light Department; authorizing the Superintendent to enter
into two long-term contract amendments with Public Utility District No. 2 of Grant County to: 1)
convert a portion of Priest Rapids non-firm energy purchase into a slice of firm and non-firm
energy purchase; and 2) extend by six weeks the time at which the District is required to provide
estimated power costs for the following year. ‘

e Summary of the Legislation:

This proposed ordinance will authorize City Light to execute two contract amendments with
Public Utility District No. 2 of Grant County (the “District”): (1) “Amendment No. 2 to the
Priest Rapids Project Product Sales Contract and Termination of Additional Products Sales
Agreement”; and (2) “Amendment No. 2 to the Priest Rapids Project Reasonable Portion
Power Sales Contract.”

¢ Background:

On March 11, 2002, the City Council authorized the Superintendent of City Light to enter
into three long-term power purchase agreements with the District, under Ordinance No.
120743:

e “Priest Rapids Project Product Sales Contract”
e “Additional Products Sales Agreement”
e “Priest Rapids Project Reasonable Portion Power Sales Contract”

The terms of all three agreements extend from November 1, 2005 to the end of the project
license period, to be determined by the Federal Energy Regulatory Commission (probably 30
to 50 years).

Two amendments to these contracts are being proposed:
1. The District has requested that parties to the “Additional Products Sales Agreement”

agree to terminate that contract and convert it to an amendment to the “Priest Rapids
Project Product Sales Contract.” The District found the “Additional Products Sales




Sue Kuehl
May 5, 2005
SCL Priest Rapids Amendments ORD

Version 4

Agreement” too difficult to implement, as it was based on non-firm energy only, and the
rest of the products it delivers to Purchasers are “slices” of firm and non-firm energy
combined. By adding Amendment No. 2 to the “Priest Rapids Project Product Sales
Contract,” City Light’s share of non-firm energy under the terminated “Additional
Products Sales Agreement” would be converted to an approximately equivalent amount
of energy in the form of a slice of combined firm and non-firm energy. This change will
be beneficial to the District, because of simpler implementation of the contracts
beginning November 1, 2005. It will also provide more firm energy to City Light than
would have been the case if this change were not made.

The change described in item 1 caused Exhibit A of the “Priest Rapids Project
Reasonable Portion Power Sales Contract” to change, so the District requested an
amendment to that contract as well. In addition, Amendment No. 2 to the Reasonable
Portion Contract extends the time by which the District will inform Purchasers of the
estimated annual power costs for the following contract year. The extension from July
31 to September 10 will allow Grant PUD to make better estimates of the next year’s
power costs.

These amendments will have no financial impacts for City Light.

e Please check one of the following:

X

This legislation does not have any financial implications. (Please complete all

relevan

t sections that follow.)
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'STATE OF WASHINGTON - KING COUNTY

-=-88.

187097 ' No. ORDINANCE IN FULL, B
CITY OF SEATTLE,CLERKS OFFICE A

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and'it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County. ,

The notice in the exact form annexed, was published in regular issyes of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
notice, a

CT:121830,832-834

" was published on -

06/22/05
The amount of the fee charged for the foregoing publication is the sum of $ 66.25, which amount
has been paid in full.
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