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2017 BOARD OF COMMISSIONERS
Paul D. Kenner, President
Jeffrey L. McClure, Vice President
Michael J. Murphy, Secretary

PUBLIC UTILITY DISTRICT NO. 1
of Whatcom County
Agenda for the
Regular Meeting of April 25, 2017
8:00 a.m. at the PUD Office

1. Public Comment
2. Approval of Meeting Minutes held April 11, 2017
3. Approval of Claims for April 25, 2017
4. Approve Resolution No. 724 – Cancellation of Warrant
5. Approve 2016 District Financial Report
6. Approval of Transmission Operator Services Agreement with Bonneville Power Administration
7. Manager’s Report
8. Adjourn

Next Commission Meetings
May 9 and May 23, 2017 – Regular Meetings
All meetings begin at 8:00 a.m. at PUD Administration Office 1705 Trigg Road, Ferndale, WA unless other location announced.
PUD #1 of Whatcom County  (360) 384-4288

AGENDA ITEM #2
APRIL 25, 2017

DRAFT

MINUTES OF THE MEETING OF THE COMMISSION
April 11, 2017
The regular meeting of the Board of Commissioners of Public Utility District No. 1 of Whatcom County
was called to order at 8:00 a.m. by Commissioner Paul Kenner. Said meeting was open to the public and
notice thereof had been given as required by law. Those present included Commissioner Jeff McClure,
Commissioner Mike Murphy and Legal Counsel Rich Davis. Staff: Steve Jilk, General Manager; Ann
Grimm, Administrative Assistant; Rebecca Schlotterback, Manager of Contracts and Regulatory
Compliance; Brian Walters, Director of Utility Operations, Annette Smith, Director of Finance; Alec
Strand, Project Manager; Mike Macomber, IT/SCADA Tech; Aaron Peterson, IT/SCADA Tech; and Traci
Irvine, Accountant I.
Public attending: Dave Olson, Citizen
Rich Maricle, Citizen
TJ Lee, Phillips 66
Jim Bucknell, RH2
 Public Comment
No comments made.
 Approval of the Meeting Minutes and Claims
The Commissioners were presented with the Minutes of the Meeting March 28, 2017 and the following
Claims of April 11, 2017:
VENDOR
3-D CORPORATION
BELLINGHAM HERALD
CARL'S MOWER & SAW, INC
CENTRAL WELDING SUPPLY
CESCO NEW CONCEPT CHEMICAL PRODUCTS
CHMELIK SITKIN & DAVIS
CORNERSTONE MANAGEMENT, INC.
CULLIGAN NORTHWEST
FASTENAL
FEDERAL EXPRESS
FERNDALE ACE HARDWARE
FRONTIER
HARDWARE SALES, INC
HD FOWLER CO, INC
HEALTH PROMOTIONS NORTHWEST
IVERSON EARTHWORKS
JOHN DEERE FINANCIAL
KAMAN FLUID POWER LLC
KCDA PURCHASING COOPERATIVE
MALLORY SAFETY & SUPPLY LLC
MASSMUTUAL RETIREMENT SVCS LLC
NORTHWEST MOWING & GARDENING
PACIFIC UNDERWRITERS CORP INC
PARAMOUNT SUPPLY COMPANY
PLATT ELECTRIC SUPPLY CO

AMOUNT
1,449.70
891.25
43.46
69.95
109.57
2,038.50
8,478.30
141.20
208.53
20.29
206.41
1,363.03
96.96
437.25
90.00
79,505.75
222.71
274.50
186.06
100.22
9,058.33
514.54
250.00
138.40
4,132.45
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PROBUILD - OSO LUMBER
PUBLIC UTILITY RISK MANAGEMENT SERVICES
PUD #1 OF WHATCOM COUNTY
PUGET SOUND ENERGY, INC
REGENCE BLUE SHIELD
REISNER DISTRIBUTION, INC
RH2 ENGINEERING, INC
RICOH USA
SSC - SANITARY SERVICE COMPANY
TEAMSTER LOCAL #231
UNITED WAY OF WHATCOM COUNTY
UTILITIES UNDERGROUND LOCATION
VERIZON WIRELESS
WA ST SUPPORT REGISTRY
WASHINGTON DENTAL SERVICE
WASHINGTON TEAMSTERS WELFARE
WATERHOUSE ENVIRONMENTAL SERVICES CORP
WHATCOM FARMERS CO-OP
WHATCOM JANITORIAL
XEROX CORPORATION
YEAGER'S SPORTING GOODS
ZEE MEDICAL SERVICE
GRAND TOTAL

43.48
23,805.39
80.00
5,999.87
35,552.43
1,610.80
549.66
264.61
356.98
507.00
315.00
33.54
2,946.09
250.00
2,853.65
11,372.55
16,253.48
350.51
1,250.00
129.24
164.32
655.24
$321,875.29

ACTION: Commissioner Murphy motioned to APPROVE THE MINUTES OF THE MEETING HELD
MARCH 28, 2017 and the CLAIMS OF APRIL 11, 2017. Commissioner McClure second the motion.
Motion passed unanimously.
 REGENIS Presentation
Background: REGENIS, an ANDGAR Company, is partnering with a European leader in membrane
treatment with specific experience and performance in membrane treatment of non-traditional
wastewaters such as manures and digestants along with waste streams from creameries, berry and other
food processing facilities. The process produces clean water and useable solids for fertilizer. The process
reduces the cost of disposal of manure and creates water that is clean enough to provide water for cattle,
irrigation or streamflow uses.
REGENIS would like to build a pilot project here in Whatcom County placed on a dairy farm to process
the manure so that clean water is produced and solids can be sold or managed in a more cost effective
manner. They are seeking a partner in the capital investment of this pilot project and finds the PUD as a
potential partner in using the product, and clean water as potential source of supply to be provided to
augment streamflow, sold for irrigation or to be used as mitigation in other water supply scenarios.
At today’s meeting, REGENIS representative Eric Powell provided a presentation explaining how the
process works and the benefits to farmers and water purveyors. Highlights included:
Company History:
Andgar Corporation was established in 1935 and specialized in several facets of construction and project
management. In 2004, Andgar went into the anaerobic digester field, with 13 digesters located in
Washington, Oregon, Idaho and California. Andgar has been recognized with an outstanding
achievement in renewable energy award and in 2014, U.S. Dairy Association sustainability awards. In
2014, the anaerobic digester part of the company was branded separately as Regenis.
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Regenis Projects:
Projects range in size from 700 to 15,000 cows, processing 40,000 to 500,000 gallons per day. Most
projects also add off-farm food waste and the limiting factors are economics, not technology. Regenis
works with their customers in several ways from grant writing, consulting and project development,
operation and maintenance to complete turnkey construction. They are now being asked to help with
water clean-up technology because of their existing relationships with farmers and food processors.
Why Clean Water?
Farmers are under pressure to clean up their water due to various means of contamination and other
environmental issues such as fecal coliform, related nitrogen and phosphorus loading to soils, low
seasonal flow in local streams; and a new Concentrated Animal Feeding Operation (CAFO) permit which
requires large-scale livestock operations in Washington to implement specific practices to better protect
ground water, rivers, lakes and marine waters from manure pollution.
Clean Water System Identified
After researching several existing commercial technologies, Regenis identified a proven system from
Europe as the best available technology and entered into a partnership to market, fabricate and sell these
clean water systems in the United States.
The process is a two-stage treatment system: Stage 1 is polymer flocculation where suspended solids are
removed from the waste stream. This is already being accomplished on dairies and at food processing
facilities in the U.S. Stage 2 is reverse osmosis (RO) membranes which separates remaining salts,
bacteria, proteins, etc. from the water and produces clean water and “concentrates”.
Project Cost
For $750,000, a complete two-stage system in containers can be set at the facility. The unit is sized to
process up to 20,000 gallons per day, based on a 600 cow dairy operation.
Factors Driving Dairy Farmers’ Interest in a System
 Regulatory pressure and land stewardship – concerns about fecal coliform, nutrient leaching and
streamflow/water quantity issues/water rights;
 Uncertainty about the new CAFO permit – regarding lagoon storage and standards, new setback
requirements (less land available for manure application);
 Growth opportunity – land base limits – number of cows and high cost of land limits land
application;
 Marketing – water cleanup/recycling can tell a good story.
Factors Driving Food Processors’ Interest in a System
 Regulatory pressure – concerns about nutrient leaching and streamflow/water quantity
issues/water rights;
 Current high cost of disposal – food processing waste can go several places (wastewater treatment
plant, landfill, and digester.)
 Marketing – water cleanup/recycling can tell a good story.
Barriers
For dairy farmers, capital cost is the main barrier. Currently farmers pay somewhere between $0.005 to
$0.015 per gallon of manure for storage and application. Dairymen see the value of the system and are
willing to pay up to $0.02/gallon treated operating costs but only if there is financial assistance available
to cover the capital costs. The second greatest need is a demonstration project unit. Farmers want to see
something work before buying in.
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For food processors, a demonstration project unit is needed. Wastewater cleanup technology exists but is
scaled for large food processors.
Whatcom County Opportunity
Whatcom County is the ideal place for a demonstration unit. Berry processing, other food processing
such as dairy, granola/cereal and fish, and dairy manure are tops here. Whatcom County has 108 dairies
which is the most farms of any county in Washington; average herd size is 450 cows. Put the equation
together and there are about 48,000 cows in the county that could produce 315,900,000 gallons of clean
water annually.
Other Potential Uses
The clean water produced could be used for streamflow augmentation – dairies already have storage
lagoons and can store clean water to be pumped into streams at critical times during the year. It can also
be used for irrigation water for dairies or their neighbors, and can be used as reclaimed water. The
cleaned water could also assist with water right implications for berry farmers, cities, water banking and
the like.
Partnership Potential
Regenis has developed the expertise with agricultural wastewater treatment and can produce clean water
from farms and food processors now that the need for a clean water demonstration unit in Whatcom
County has been identified. The next step is to find a partner who has expertise in water.
Regenis is proposing a partnership with the PUD to provide up to half of the capital cost of a system to be
used as a demonstration unit. Regenis would arrange for a traveling demonstration unit at multiple
locations (dairy location(s) and food processing location(s)) up to two to three months at each site; and
then a permanent installation at a single location. Regenis arranges installation and operation of the clean
water system.
Why PUD Involvement?
Regenis believes the PUD can be the key player in this project – not only is the PUD the leading role in
understanding the issues at hand with local water quality and quantity, it aligns with the District’s mission
statement and track records of environmental stewardship opportunities. The PUD would benefit by
identifying with the most beneficial use of the clean water such as farm water irrigation, generating a
water right for irrigation of neighboring farm, streamflow augmentation, etc. The PUD would also broker
the clean water that is produced. While emerging technology exists to help solve some of these issues, a
demonstration unit is needed, just like when the digesters came onto the scene 14 years ago.
Powell explained that this is an opportunity to prove a business model for future investment from the
PUD or others and future financial assistance will be available through the Natural Resources
Conservation Service’s (NRCS) Environmental Quality Incentives Program (EQIP). Unfortunately, grant
funding is not available for a demonstration unit; however, Powell said that with the EQIP program,
potentially half of the amount could qualify for financial assistance. Commissioner Kenner inquired if this
European company is funding any U.S. projects. Powell replied that they are licensed to build units in the
states but there is no available funding.
With a demonstration unit available, the PUD can help find water for farmers now and provide an
opportunity for future implementation of clean water technology. Powell thanked the Commissioners for
their time and asked that should there be additional input or questions, direct to Jilk who can then forward
to Powell for response. Jilk suggested that Commissioners review the information and then regroup on
the subject in a month to discuss possible opportunities with Regenis. Commissioners thanked Powell for
the presentation.
ACTION: No action requested – information only.
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 Approve Resolution No. 722 – Cancellation of Warrant
Background: On March 7, 2017, the District issued a warrant in the amount of $530.00 to Law Seminars
International (Vendor). The District was notified by the vendor that the check was accidentally destroyed
by the vendor and has asked that a new check be reissued. The County has requested that the District
cancel Warrant No. 1024129 and reissue a new warrant at a later date.
ACTION: Commissioner Murphy motioned to APPROVE RESOLUTION NO. 722 AUTHORIZING
CANCELLATION AND REISSUE OF WARRANT. Commissioner McClure second the motion.
Motion passed unanimously.
 Approve Resolution No. 723 – Establishing a Deadline for Foreclosure Proceedings
Background: In November 2007, the District issued bonds to pay for a water line extension in the Grandview
Utility. At the same time, assessments were issued against 36 adjoining properties to pay for the
corresponding debt service. Whatcom County collects the assessments on behalf of the District annually. If
not paid off early, the assessments last until 2027.
Legal Counsel Rich Davis explained fifteen (15) of the properties have paid off their assessments and a few of
the remaining 21 assessments have become significantly past due. In reviewing the foreclosure proceedings, a
question was raised concerning the timing of the start of foreclosure proceedings. RCW 35.50.030 states “The
proceedings shall be commenced on or before March 1st of that year or on or before such other date in such
year as may be fixed by general ordinance…” Davis added that approval of Resolution 723 would extend the
required start date from March 1 to September 15 only; this Resolution does not start any foreclosure
proceedings. Extending the date simply allows the District more time to make a decision.
Should the Resolution be approved, it would also improve the District’s ability to pay the debt service for the
bonds associated with the Grandview LUD.
ACTION: Commissioner McClure motioned to ADOPT RESOLUTION NUMBER 723, ESTABLISHING A
DEADLINE IN WHICH FORECLOSURE PROCEEDINGS MAY COMMENCE CONCERNING
DELINQUENT GRANDVIEW ASSESSMENTS. Commissioner Murphy second the motion. Motion passed
unanimously.
 Manager’s Report
Economic Development Investment Board Meeting
Jilk is planning to attend the EDI Board meeting tomorrow at 2 PM.
Northwest Washington Planners’ Forum
Commissioner Murphy and Jilk plan to attend the Planners’ spring meeting on April 18 at 9 AM, at
Whatcom Educational Credit Union’s Education Center in Ferndale. The main topic will be discussion
on the Washington Supreme Court’s October 2016 Hirst Case decision on water availability.
 Adjourn
There being no further business for the regular meeting, the Commission adjourned the regular meeting at
8:45 a.m.

Paul D. Kenner, President

Michael J. Murphy, Secretary

Jeffrey L. McClure, Commissioner
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AGENDA ITEM # 4

PUBLIC UTILITY DISTRICT NO.1

APRIL 25, 2017

of Whatcom County
1705 Trigg Road  Ferndale, WA 98248
P: (360) 384-4288  F: (360) 384-4849

Memo
To:

Commissioners Kenner, McClure and Murphy

From: Traci Irvine, Accountant I
Date: April 25, 2017
Re:

Approve Resolution No. 724 – Authorizing Cancellation of Warrant

Requested Action: APPROVE RESOLUTION NO. 724 AUTHORIZING CANCELLATION OF
WARRANT.
Background: On April 4, 2017, the District issued warrant number 1025398, in the amount of $32.59
to Carl’s Mower and Saw, Inc. The invoice was paid and then product was returned to the vendor.
An account credit did not seem appropriate for this vendor who is infrequently used. The vendor
returned the untendered check to the District, and now the District is requesting that the County cancel
Warrant No. 1025398.
Fiscal Impact: No Fiscal Impact.
Recommended Action: APPROVE RESOLUTION NO. 724 AUTHORIZING CANCELLATION
OF WARRANT.
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RESOLUTION NO. 724

RESOLUTION BY THE BOARD OF COMMISSIONERS
OF PUBLIC UTILITY DISTRICT NO.1 OF WHATCOM COUNTY (DISTRICT)
AUTHORIZING THE CANCELLATION
OF WARRANT NO. 1025398
WHEREAS, the warrant referenced in Exhibit A (the “Warrant”) was issued on the basis of an
invoice (the “Invoice”) received from Carl’s Mower and Saw, Inc. (“Carl’s”);
WHEREAS, following the Commission’s authorization of the issuance of the Warrant, the County’s
Administrative Services Department (“County”) printed the Warrant based on the invoice for goods received;
the goods, being incorrect items, were returned to Carl’s for credit. An account credit did not seem
appropriate as purchases from this vendor are infrequent. Instead, the untendered Warrant was returned by
Carl’s to the District. The District notified the County that the Warrant has been returned and has asked the
County to cancel and disregard the Warrant;
WHEREAS, the County has provided the Warrant that was issued on April 4, 2017 was issued in
error, the but the Warrant having not been tendered to Carl’s, the District does now wish to cancel the
Warrant, as provided by law; and
NOW THEREFORE BE IT RESOLVED that the District hereby cancels the warrant listed in
Exhibit A.
ADOPTED by the Commission of Public Utility District No.1 of Whatcom County at its regular
meeting held on the 25th day of April 2017.

PUBLIC UTILITY DISTRICT NO. 1
of WHATCOM COUNTY

Paul D. Kenner, President

Jeffrey L. McClure, Vice President

Attest: Michael J. Murphy, Secretary/Commissioner

Exhibit A - Cancellation of Warrant
Warrant No.
1025398

Warrant Date
Vendor
04/04/2017 Carl’s Mower and Saw, Inc.

Amount
($32.59)
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PUBLIC UTILITY DISTRICT NO.1
AGENDA ITEM # 5
APRIL 25, 2017

of Whatcom County
1705 Trigg Road  Ferndale, WA 98248
P: (360) 384-4288  F: (360) 384-4849

Memo
To:

Commissioners Kenner, Murphy, and McClure

From:

Annette Smith, Director of Finance

Date:

April 25, 2017

Re:

2016 Annual Financial Report

Requested Action – ACCEPT THE DISTRICT’S 2016 ANNUAL FINANCIAL REPORT, which is due to the State
Auditor’s Office (SAO) by May 30, 2017.
Background – During the Commission meeting, there will be a short PowerPoint presentation with time allotted for
questions.
The Annual Report consists of the following four parts:
1. Management’s Discussion and Analysis (MD&A) – This gives a high-level overview of the financial
statements, discussing changes from the previous year. The intent is to give a broad, overview of any
changes and trends.
2. Financial Statements – These statements are at a combined District level. Financial statements broken out
per utility are found under Note 9 in the following section. The statements include the Statement of Net
position (Balance Sheet), Statement of Revenue, Expenses and Changes in Fund Net Position (Income
Statement), and the Statement of Cash Flows.
3. Notes to Financial Statements –This is where different sections and activities of the District are discussed
and explained in detail. For example, Note 6 lists the outstanding long-term debt, the principal paid during
the year and schedules of upcoming payments. Most of the Notes have prescribed guidelines by the SAO,
but still give valuable, detailed information.
4. Required Supplemental Schedules – This section contains required schedules in the SAO formats. While
most of these schedule aren’t very useful to the average reader, it does contain a concise picture of our LongTerm Liabilities in Schedule 09 and a list of state grants received in Schedule 15.
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While the Annual Report provides extensive information, it does not provide a budget to actual comparison of results. For
that reason, the following, high-level statement was prepared to provide additional information/comparison:

1
2
3
4
5

6
7
8

9
10

REVENUE
Service Revenues - Industrial Water
Service Revenues - Irrigation
Service Revenues - Grandview Utility
Service Revenues - Electric Utility
Misc Revenue
TOTAL REVENUE
EXPENSES
Labor and Benefits
O&M Expenses
Administration Expenses
TOTAL EXPENSES
BUSINESS SERVICES/GRANTS
Business Service Revenue
Business Serivce Expenses
TOTAL BUSINESS SERVICES

11 INCOME (LOSS) BUDGET

12
13

CAPITAL COSTS
Debt Service
Transfers for Capital Projects
TOTAL CAPITAL COSTS

2016

2015

Variance
2016-2015

%

2016 Budget

8,602,167
72,790
198,414
2,031,636
157,304
$ 11,062,310

$ 7,998,155
84,581
187,006
1,971,624
97,542
$10,338,908

$ 604,011
(11,791)
11,408
60,012
59,761
$ 723,402

8%
-14%
6%
3%
61%
7%

$ 8,558,882
66,983
197,984
2,026,641
119,153
$ 10,969,643

(2,687,314)
(1,145,099)
(1,426,414)
$ (5,258,827)

(2,581,384)
(105,930)
(1,205,877)
60,778
(1,500,546)
74,132
$ (5,287,807) $ 28,980

4%
-5%
-5%
-1%

(2,577,702)
(1,863,355)
(1,409,191)
$ (5,850,248)

31,868
(31,406)
462

191,082
(159,214)
(133,289)
101,883
$
57,793 $ (57,331)

-83%
-76%

$ 5,108,894

$

$
$

5,803,945

(3,449,560)
(2,114,816)
$ (5,564,376)

$ 695,051

(3,457,978)
8,418
(1,630,398)
(484,418)
$ (5,088,376) $ (476,001)

Variance
Actual-Budget
$

%

$

43,285
5,807
430
4,995
38,151
92,667

1%
9%
0%
0%
32%
1%

$

(109,612)
718,256
(17,223)
591,421

4%
-39%
1%
-10%

130,000
(130,000)
$
-

-75%
-76%

$

(98,132)
98,594
462

14%

$ 5,119,395

$

684,550

13%

0%
30%
9%

(3,449,560)
(1,291,653)
$ (4,741,213)

$

(823,163)
(823,163)

0%
64%
17%

The summary financial statement format shown in this memorandum has been changed from previous years to more closely
resemble the budget layout. The new format also brings the Capital costs into the picture. The Phillips 66 pass-thru costs for
power, transmission and related taxes have been removed. The resulting statement provides a more relevant comparison between
2016 and 2015 actual results and the 2016 actual results to the 2016 budget.
The lines of the statement have been numbered and are discussed in more detail below:
1) Service Revenues – Industrial Water –Total water consumption for the Cherry Point area slightly decreased between 2015
and 2016 (4,648,180,178 gallons to 4,450,929,407 gallons respectively, a 4% decrease). The 2016 revenues for Industrial
Water increased from the 2015 revenues due primarily to the increase in rates for 2016. The 2016 actual revenues were
right on target with budget.
2) Service Revenues – Irrigation – Water consumption for the Irrigation customers decreased 21% in 2016 compared to 2015.
Irrigation revenues are highly contingent upon the amount of rainfall during the year and therefore vary from previous years
and budget more than other services.
3) Service Revenues – Grandview Utility – Water consumption for the Grandview utility increased by 2% in 2016 compared to
2015. The 2016 revenues for the Grandview utility rose 6% over 2015 and were right in line with budget.
4) Service Revenues – Electric Utility - this line includes Electric service revenues for District services only (O&M, admin,
labor, etc.). The pass-through revenues for BPA power, transmission, and tax costs have been removed from this statement.
The budget, 2016 and 2015 actual amounts are in line with expectations.
5) Miscellaneous Revenue – this line includes any miscellaneous, operating income including late fees, interest income, rent,
recycle income and any income or contribution for in-house projects. For 2016, the majority of the income came from
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interest income and rent income. The budget included reimbursement from Petrogas for a meter relocate which has not
occurred, and D station upgrades for BP which has not been billed.
6) Labor and Benefits – this includes all the labor and benefits not associated with capital projects. The increase between 2016
and 2015 resulted from the 3.3% increase in labor and benefit costs budgeted, and also less labor costs capitalized. The
difference between budget and 2016 costs were again, the over-budgeting of labor to capital projects.
7) O & M Expenses– this line includes all operating costs, including power costs for the water treatment plants, but excluding
power costs passed through to Phillips 66. The Phillips 66 power costs are a straight pass-thru from BPA and have a zero
net effect. The 2016 actual costs of $1,145,099 resulted in an overall decrease from 2015 of $60,788, with the differences
being spread between all categories, but the largest being chemical costs, usually a result of invoice timing, and materials.
The difference between 2016 and the budgeted amount is in Extraordinary Maintenance. The hi-head pump rebuilds and
the Plant 1 Maintenance came in significantly under budget.
8) Administration Expenses – this category encompasses all the overhead, administrative type of expenses. 2016 decreased
$74,000 from 2015, with the largest decrease in outside services due to the 2015 expensing of engineering involved with the
Water System Storage project and expensing of the survey of the transmission structure. The 2016 administration expenses
were right in line with budget.

9) Business Service Revenue – this line includes all the income from what we term Business Services. The majority of the
revenue is from grants the District participates in, but can include outside consulting. 2016 income came solely from the 2
year pilot project with the Department of Health. Depending on the grant activity, this amount will fluctuate widely
between years. The budget had a larger amount associated with the 2 year project and also $30,000 for a Regional Water
Supply Plan.

10) Business Service Expenses – this line includes the corresponding expenses associated with the Business Services.
11) Income (Loss) Budget – This line is the result of revenues minus expenses, but is not a direct reflection of the Operating
Income on the Statement of Revenue, Expenses and Changes in Fund Net Position. The Statement of Revenue, Expenses
and Changes in Fund Net Position reflects GAAP accounting and non-cash expenses. Line 11 corresponds to the budget
and does not include non-cash expenses.
12) Debt Service – This is simply the debt service paid annually. Although in 2016, the Grandview 2007 Water Revenue
bonds were refinanced, the change is not reflected here since the 2007 debt service is paid by Local Utility District
assessments and not rate revenue.
13) Transfers for Capital Projects – This is the amount used and transferred over to the Capital funds for existing and future
capital projects. The amount is more than budgeted since there were excess funds in the Operating account which were
transferred over at year end.
Fiscal Impact – None.
Recommended Action – ACCEPT THE DISTRICT’S 2016 ANNUAL FINANCIAL REPORT.
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PUBLIC UTILITY DISTRICT NO. 1
of Whatcom County
AGENDA ITEM # 6
April 25, 2017

1705 Trigg Road  Ferndale, WA 98248
P: (360) 384-4288  F: (360) 384-4849

Memo
To:

Commissioners Kenner, McClure and Murphy

From: Brian Walters – Assistant General Manager
Date: April 25, 2016
Re:

Approve Transmission Operator Services Agreement with the Bonneville Power Administration

Requested Action – APPROVE TRANSMISSION OPERATOR SERVICES AGREEMENT WITH THE
BONNEVILLE POWER ADMINISTRATION AND AUTHORIZE THE DISTRICT’S GENERAL
MANAGER TO SIGN THE DOCUMENT SUBJECT TO FINAL STAFF AND LEGAL COUNSEL
REVIEW.
Background – The District’s electric system has transmission facilities that qualify as being part of the Bulk
Electric System (“BES”), thereby requiring the District to comply with mandatory electric transmission
system reliability standards approved by the Federal Energy Regulatory Commission (“FERC”) and enforced
in the western region of the United States by the Western Electricity Coordinating Council (“WECC”), based
in Salt Lake City, Utah.
As a requirement under the FERC reliability standards program, the District must register federally as to
which functions it performs in support of the BES. Currently, the District is registered only as a Transmission
Owner (“TO”). The District must comply with all standards that apply to TOs. Over time the reliability
standards have evolved and additional new standards have been approved and implemented. In the fall of
2016, WECC informed the District that it must also register as a Transmission Operator (“TOP”) and a
Transmission Planner (“TP”). The alternative provided was for the District to seek a third party to perform
the TOP and TP functions and meet the requirements of the related standards on behalf of the District.
Anticipating that this registration mandate was coming, District staff, along with a group of other public
utilities facing the same circumstances, began discussions with the Bonneville Power Administration (“BPA”)
in the fall of 2015 to develop agreements under which BPA would provide the necessary TOP and TP
services for these utilities. The Transmission Operator Services Agreement (“TOP Agreement”) is the first
agreement to be developed and will be followed by a second Transmission Planner Services Agreement (“TP
Agreement”).
There are several reasons why the District has looked to BPA for the provision of TOP Services, including:
1. Financial Impact on the District
To be a TOP would require the District to set-up a 24/7 operations center for the purpose of
monitoring not only the real time status of the District’s electric system, but also events occurring on
the broader regional Bulk Electric System. This would require real-time communications with both
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BPA and PSE, as well as the capability to control electric system facilities real-time in order to
respond to negative events occurring within the region. The District would incur significant costs in
setting up a 24/7 operations center, as well as ongoing operating expenses. It would require the hiring
of at least three additional electric system staff to person the center. The annual cost of operation is
estimated to be in the $250,000 to $500,000 range.
Under the TOP Agreement, BPA’s first year fees would be approximately $42,000.
2. Risk of Electric Reliability Standards Non-Compliance
Should the District elect to register as a TOP, the complexity of the regulatory requirements would be
at a much higher level than that currently experienced. It would be a significant organizational culture
change. The risk of in-advertent violation of the standards would be much higher as a result. Large
electric transmission utilities, such as BPA and PSE, already perform the TOP function for themselves
and operate in that regulatory world.
One example of what would be required involves the transmission operator personnel that work in the
operations center. They must be certified operators based on the regulatory requirements and maintain
certification. Annual training and testing is required. Failure to pass annual testing results in decertification. It is not as rigorous as what a nuclear plant operator faces, but is similar in approach.
3. Timeline for Compliance
Because the District and BPA have notified WECC that the parties are working on a TOP Agreement
and an implementation plan as to what and when the technical arrangements needed will be put in
place, WECC will not attempt to enforce the requirement that the District register as a TOP. Failure to
enter into an Agreement with BPA and submit an implementation plan to WECC by August 2017 will
result in WECC initiating an enforcement action against the District. At the least, this would mean
that the District would have to initiate its registration as a TOP and submit its own implementation
plan for how to comply with the requirements of being a TOP.
Should the TOP Agreement be approved and executed, the District and BPA would identify what technical
arrangements need to be put in place. The District, under a construction cost reimbursement agreement with
BPA would be obligated to cover certain expenses incurred by BPA. This would include a necessary
communications link between the District and BPA facilities. A decision as to the mode of communications,
based on cost/benefits, would be made.
Fiscal Impact – If approved, the executed Agreement will have no impact on the District’s 2017 Budget, as
activities and expenses associated with the Agreement were forecast and included.
Recommended Action – APPROVE TRANSMISSION OPERATOR SERVICES AGREEMENT WITH
THE BONNEVILLE POWER ADMINISTRATION AND AUTHORIZE THE DISTRICT’S GENERAL
MANAGER TO SIGN THE DOCUMENT SUBJECT TO FINAL STAFF AND LEGAL COUNSEL
REVIEW.
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