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April 20, 1979
' Beaux Arts Village
2701 - 107th Avenue SE ‘
Bellevue, Washington, 98004
Attention‘: Terry Monaghan -
Re: Emergency Service Connection

Dear Terry:

The City of Bellevue will consider your 6- inch emergency water service as a
fire standby meter, and you will be billed in accordance with Ordinance 2659,
ie $17.00 bimonthly. All water actually used will be billed at the rate of

.$0.372 per 100 cubic feet through this meter. " The two inch meter will be "~

“billed at $27. 60 bimonthly. up to 1000 cubic feet at no extra charge.

As we have previously diséuascd, the meter reglstration must be changed
from reading in gallons to reading in cubic feet. During periods of scheduled
down time on your system, we request that you notify us in advance.

Sincerely,

CITY OF BELLEVUE | ,
PUBLIC WORKS DEP RTMENT.

// ' //(4{// ]

Walter E, Davis, Jr., Manager
Water & Sewer Utility Division

cc: Billing Department

WED/ic
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2" AMENDED AND RESTATED
DECLINING BLOCK
WATER SUPPLY AGREEMENT BETWEEN
THE CITY OF SEATTLE
AND
THE CASCADE WATER ALLIANCE

This 2™ amendment to and restatement of the Declining Block Water Supply Agreement
between the City of Seattle, a municipal corporation ("Seattle"), and the Cascade Water Alliance,
a joint municipal utility services authority formed under authority of Chapter 39.106 RCW
("Cascade"), is dated and effective this /5™ day of _ Jy {y , 2013 (“Agreement™).

Whereas, Seattle is a regional water supplier currently providing service 10 numerous
water ntilities in King County, Washington; and

Whereas, the Cascade Water Alliance was formed for the purpose of providing water
supply to its Members; and

Whereas, in 2004, the Cascade Water Alliance and Seattle entered into a 50-year
Declining Block Water Supply Agreement, which was amended and restated in 2008; and

Whereas, in 2012, Cascade converted {rom a non-profit corporation formed under the
Interlocal Cooperation Act to a municipal corporation under the Joint Municipal Utility Services
Act, Chapter 39.106 RCW; and

Whereas. regional municipal water supply forecasts show a demand growing more slowly
than previously forecast over the next 50 years resulting in an opportunity to reconsider future
supply planning by both Parties; and

Whereas, after meeting the demands of its existing retail and wholesale customers,
Seattle has water supply available to sell for a defined period with minimal risk of triggering the
need for new supply development prior to 2060; and

Whereas, Cascade has determined that it can defer development of its Lake Tapps water
right by purchasing additional block water from Seattle for a defined period and using its
members’ independent supplies; and

Whereas, temporary sales of additional block water from Seattle 1o Cascade would bring
additional revenue into the Seattle system and allow Cascade to defer substantial capital
investment to develop its Lake Tapps water right into the future; and

Whereas, Cascade and Seattle desire to amend the 2008 Amended and Restated 50-year
Declining Block Supply Water Supply Agreement to restructure the supplemental block of water
through 2023, to extend the total block of water from 2024 through 2044 and to restructure the
declining block increments, all of which are mutually beneficial to the Parties and their
respective customers by maximizing existing resources and stabilizing rate paths; and
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Whereas, the Parties intend that this amendment to the Agreement continue the existing
structure as a declining block contract based on the expectation that Cascade will develop its
own independent supply and that Seattle will have no further obligation to provide additional
water to Cascade during or beyond the amended term of this Agreement.

Now therefore, Seattle and Cascade agree to the following terms and conditions for the
provision and purchase of a declining block water supply.

ARTICLE I - AGREEMENT

Seattle agrees to sell to Cascade and Cascade agrees te purchase from Seattle, according to the
terms of this Agreement, a wholesale supply of water and the transmission capacity suflicient to
deliver such water supply to Cascade.

The term of this Agrecment is January 1, 2004 through December 31, 2063.

Beginning January 2020, and again each January at S-year intervals, either Cascade or Seattle
may request consideration of further extension of the supply commitment. Neither Party is
obligated to agree to such discussion or any related extension or other amendment; and any
extension or amendment would be subject only to terms negotiated at the time of such written
amendment to this Agreement in accordance with Section 9.4.

Apart Irom the contract right to purchase water from Seattle under the terms of this Agreement,
neither Cascade nor any Cascade Member has any right or claim 1o the Seattle Water System, the
Cedar and Toll Rivers and to the Seattle Well Fields, or to any other water right or claim held by
Seattle. Likewise, Scattle shall have no right or claim to the Cascade Water Sysiem or to any
groundwater right or claim held by any Cascade Member, or to any future source of supply
developed by Cascade or by any of its Members. At the termination ol this Agrcement, Seattle
shall have no further obligation to supply Cascade or any Cascade Member with water, with the
exception of Cascade’s right to purchase up to 5.3 MGD as set {orth in Section 3.5.

ARTICLE 11 - DEFINITIONS

8 MGD Wholesale Water Supply. All or any portion of the 8 MGD Wholesale Water Supply as
that term 1s defined in the Amended and Restated Agreement for the Sale of Wholesale Water
between Cascade and the City of Tacoma, dated December 31, 2012, The Parties understand and
agree that the 4 MGD and 6 MGD Wholesale Water Supplies under that same agreement are not
covered by this Agreement as they would be wholesale sales by the City of Tacoma, not
Cascade.

Average Daily Demand ("ADD"). The amount of water supplied by the Seattle Water System to
Cascade in a calendar year divided by the number of days in that calendar year.

Base Block. The amount of water Seattle commits to supply Cascade beginning on January I,
2004 through the termination date of this Agreement, as specifically scheduled in Section 3.4 A,
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Cascade Block. The total amount of water Seattle commits to supply Cascade under this
Agreement, composed of the Base Block and the Supplemental Block, as more fully expressed in
Article 111

Cascade Member. A Member of Cascade as that term is defined in the Cascade Water Alliance
Joint Municipal Utility Services Agreement, dated March 28, 2012, as it may be amended from
time 1o time.

Cascade Points of Delivery. Seattle owned and operated specific metered delivery locations
serving Cascade Members as listed in Exhibit 11, at which Seattle provides a defined level of
service, beginning from the outlet from the supply pipeline to the end of the Seattle meter vault,
including the water meter and associated appurtenances.

Cascade Sub-regional System. Seattle owned and operated Transmission System assets serving
Cascade Members as listed in Exhibit VII.

Cascade Water System. Tangible and intangible assets owned or operated by Cascade useable in
connection with the provision of water supply.

Existing Supply System Facilities. Seattle owned and operated Supply System assets as listed in
Exhibit 1'V.

Existing Transmission System Facilities. Seattle owned and operated Transmission System
assets as listed in Exhibit V.

Firm Yield. The estimated amount of water that Seattle’s Supply System can provide according
to Seattle's supply reliability standard and expressed in annual average MGD. For purposes of
this Agreement, Seattle's Firm Yield is 171 MGD, unless modified pursuant to Section 3.2,

Full or Partial Requirements Customer Commodity Charge. The rate charged per 100 cubic feet
(ccf) to wholesale customers served under Full or Partial Requirements Contracts in accordance
with Seattle Municipal Code (SMC) 21.04.440.E.2, as it may be amended from time 1o {ime.

Management Agreement. A written agreement, pertaining to subjects authorized by this
Agreement, between the Director, Seattle Public Utilities, and the Chiet’ Executive Officer
(*CEQ™), Cascade Water Alliance.

MGD. Million gallons per day.

Party {ies). Seattle and/or Cascade, as well as their respective successors and assigns.
O
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Peak Month. The consecutive thirty- (30) day period during a calendar year in which Cascade
puts its maximum demand upon the Seattle Water System.

Peak Month Factor. Average Daily Demand multiplied by 1.69

Peak Scason. June I through September 30.

Peak Season Factor. Average Daily Demand multiplied by 1.35

Rate of Return on Investment. The average cost of debt of the Seattle water system plus 1.5
percent,

Seattle’s Service Area Boundary. Seatile’s then-current designated place of use of Seattle's
waler certificates, permits, claims or service area under Seattle’s approved water system plan at
the time of the sale in accordance with applicable state law.

Seattle Water System. All Seattle owned and operated water rights and claims and all Seattle
owned and operated facilitics, including the Seattle Existing Supply System Facilities as listed in
Exhibit 1V, the Seattle Existing Transmission System Facilities as listed in Exhibit V, Cascade
and other Sub-regional Facilities and Points of Delivery, together comprise the Seattle Water
System.

Sub-regional Facilities. Any facilities owned and operated by Seattle that are not identified as
Existing Supply System Facilities (Exhibit 1V), Existing Transmission System Facilities (Exhibit
V), or Cascade Sub-regional System (Exhibit VII).

Supplemental Block. The amount of water Seattle commits to supply Cascade beginning on
January 1, 2009 through December 31, 2044, as specifically scheduled in Section 3.4 B.

White River — Lake Tapps Reservoir Project. Cascade’s project to develop a new municipal
drinking water supply in the future from the White River and Lake Tapps under water rights
issued in 2010 under Permit Nos. $2-29920(A) and (B), $2-29934, R2-29935, and Claim No.
160822, as more particularly defined in Cascade’s approved Transmission and Supply Plan.

ARTICLE 111 - SUPPLY

3.1 A. Each calendar year from the effective date of this Agreement, Seattle shall make
available to Cascade the Base Block, according to the schedule set forth in Section 3.4 A.

B. Each calendar year commencing January 1, 2009 and terminating on December 31,
2044, Seattle shall make available to Cascade the Supplemental Block, according to the
schedule set forth in Section 3.4 B.

Page 4

2% Amended and Resloted
Declining Block Water Supply Agreement



3.2

3.4

In the event the Firm Yield of the Seattle Supply System is reduced, the Cascade Block will
be reduced in proportion to such reduction in Firm Yield only if the Firm Yield is reduced
by order of a State or Federal regulatory agency with appropriate jurisdiction or as the
resutt of updated climatic data utilized in the hydraulic model used to calculate Firm Yield,
unless the Parties mutually agree by Management Agreement to a different reduction or no
reduction to the Cascade Block if it is in each their best interests at the time. In the event of
any reduction to the Cascade Block, the Base and Supplemental Blocks will be reduced in
the same proportion, as appropriate. Cascade shall be notified of any potential change in
Firm Yield as far in advance as possible, but in no event jess than 180 days prior to the
effective date of an adjustment to Firm Yield that affects the Cascade Block.

Seattle will supply the Cascade Block during the Peak Season and Peak Month as follows

below and will be adjusted proportionately in relation to the decreases identified in Section

3.4

A. During the Peak Season. Secattle shall make available the Cascade Block multiplied by
the Peak Season Factor.

3. During the Peak Month, Scattle shall make available the Cascade Block multiplied by
the Peak Month Factor.

A. The Base Block shall be supplied in accordance with the following schedule:

1. Beginning January 1, 2004 through December 31, 2023, Seattle shall make
available to Cascade 30.3 MGD Average Daily Demand.

2. Beginning January 1, 2024 through December 31, 2029, Seattle shall make
available to Cascade 29.3 MGD Average Daily Demand.

3. Beginning January 1, 2030 through December 31, 2034, Seattle shall make
available 1o Cascade 26.8 MGD Average Daily Demand.

4. Beginning January 1, 2035 through December 31, 2045, Seattle shall make
available to Cascade 24.3 MGD Average Daily Demand.

5. Beginning January 1, 2046, Seattle shall make available to Cascade 23.3 MGD
Average Daily Demand, and on each January 1 thereafier through December 31,
2063, the amount will decline by 1 MGD Average Daily Demand until it
reaches5.3 MGD Average Daily Demand.

6. Beginning January 1, 2064, Seattle shall make available to Cascade up to 5.3
MGD Average Daily Demand in accordance with Section 3.5,

B. The Supplemental Block shall be supplied in accordance with the following schedule:
1. Beginning January 1, 2009 through December 31, 2023, Seattle shall make
available to Cascade 3.0 MGD Average Daily Demand.
2. Beginning January 1, 2024 through December 31, 2029, Seattle shall make
available to Cascade 4.0 MGD Average Daily Demand.
3. Beginning January 1, 2030 through December 31, 2034, Seattle shall make
available to Cascade 6.5 MGD Average Daily Demand.
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3.6

4.

Beginning January 1, 2035 through December 31, 2039 Seattle shall make

available to Cascade 9.0 MGD Average Daily Demand.

5.

Beginning January 1, 2040 through December 31, 2040 Seattle shall make

available to Cascade 7.0 MGD Average Daily Demand.

6.

Beginning January 1, 2041 through December 31, 2041 Seattle shall make

available to Cascade 5.0 MGD Average Daily Demand.

1.

Beginning January 1, 2042 through December 31, 2042 Seattle shall make

available to Cascade 3.0 MGD Average Daily Demand.

8.

Beginning January 1, 2043 through December 31, 2043 Seattle shall make

available to Cascade 2.0 MGD Average Daily Demand.

9.

Beginning January 1, 2044 through December 31, 2044 Seattle shall make

available to Cascade 1.0 MGD Average Daily Demand.

Beginning January 1, 2064, Cascade shall have the right to purchase up to 5.3 MGD for the
sole purpose of serving Cascade Members that cannot be economically served by any other
means than the Seattle Transmission System. The right to purchase up to 5.3 MGD shall be
exercised by Cascade by providing written notice to Seattle by December 31, 20062,
specifying the Block of water from zero to 5.3 MGD and the Cascade Members to be
served by that Block. If Cascade exercises this right, the parties shall enter into a separate
agreement.

A. All water supplied to Cascade under this Agreement is provided with the intent to serve
Cascade Members’ retail customers without limitation.

B. Cascade or Cascade Members may sell water supplied under this Agreement, or water
from their respective independent supplies offset by water supplied under this
Agreement, for wholesale purposes to non-Cascade Members only as follows:

1.

bo

(W%

For temporary emergency purposes under those specific emergency intertie

agreements identified in Exhibit L.

To wholesale customers of Cascade or a Cascade Member, as of January 31, 2013,

The parties will amend Exhibit | by Management Agreement by August 1, 2013 to
reflect all of the non-Cascade Members being served under this provision.

Within Seattle’s Service Area Boundary, except for then-current Seattle Wholesale

Customers, provided that: (a) Cascade obtains Seattle’s prior written consent; and
(b) an equivalent amount of the Base Block will be converted to Supplemental
Block and charged in accordance with Section 8.8 from the effective date of the
sale. Seattle’s consent may be subject to conditions Seattle deems reasonably
necessary to protect the Seattle Regional Water Supply System.  This provision
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will not apply to any wholesale sales authorized under other provisions of this
Section 3.6.

Qutside of Seatile’s Service Area Boundary, provided that: (a) Cascade provides
advance written notice to Seattle in a form mutually agreed by the Parties by
Management Agreement; and (b) an equivalent amount of the Base Block will be
converted to Supplemental Block and charged in accordance with Section 8.8 from
the effective date of the sale.

From the 8§ MGD Wholesale_ Water Supply from the City of Tacoma or water
supplies from Cascade’s White River - Lake Tapps Reservoir Project, except not 1o
then-current Seattle Wholesale Customers, provided that: (a) Cascade provides
advance written notice to Seattle in a form mutually agreed by the Parties by
Management Agreement; and (b) an equivalent amount of the Base Block will be
converted to Supplemental Block and charged in accordance with Section 8.8 from
the effective date of the sale.

To_then-current Seatile Wholesale Customers provided that: (a) Cascade obtains
Seattle’s prior written consent; and (b) the full amount of the Base Block will be
converted to Supplemental Block and charged in accordance with Section 8.8 from
the effective date of the sale. Seattle’s consent may be subject to conditions Seattle
deems reasonably necessary to protect the Seattle Regional Water Supply System.

Offsets. For the purposes of this Section 3.6 B, the Parties understand and agree that
any wholesale sales made by Cascade or a Cascade Member prior to the full
implementation and delivery of water supplies from Phase 2 of Cascade’s White
River — Lake Tapps Reservoir Project, as more particularly defined in Cascade’s
2012 Transmission and Supply Plan, are made with water supplied under this
Agreement or water from Cascade or Cascade Member’s respective independent
supplies offset by water supplied under this Agreement and that the applicable
provisions of this Section 3.6 B apply to such wholesale sales. Afier the full
implementation and delivery of water supplies from Phase 2 of Cascade’s White
River — Lake Tapps Reservoir Project, the Parties understand and agree that the
applicable provisions of this Section 3.6 B will apply unless Cascade demonstrates
and Seattle agrees that a particular wholesale sale by Cascade or a Cascade Member
is from surplus independent supplies without offset by water supplied under this
Agreement,

All water supplied under this Agreement must be used within Seattle’s Service Area
Boundary.

During the term of this Agreement, if a Seattle Wholesale Customer identified in Exhibit
11 becomes a Cascade Member, Seattle will release that customer from its obligations
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under its existing water supply contract with Seattle in accordance with the provisions of
such contract and the Supplemental Block will be increased by the allocated block of water
identified in Exhibit 1IT for that customer, with a corresponding proportional increase to
any adjustments or limitations to the Cascade Block under Sections 3.3, 3.4 and 3.14. If
that entity takes delivery of all or a portion of its water through a Sub-regional Facility,
Cascade and Seattle shall enter into a Management Agreement to include the costs of such
facility under this Agreement prior to increasing the Supplemental Block.

For the purpose of determining the consecutive 30-day period, which constitutes the Peak
Month, a daily average delivery may be calculated so long as meter readings occur no
fewer than 26 days apart. In such cases, daily average delivery shall be calculated by
dividing the total deliverics by the actual number of days between meter readings. Periods
less than 26 days shall not be applicable for determining the Peak Month.

Daily average delivery during the Peak Season may be calculated using meter readings
taken closest to June 1 and September 30 each year and dividing the total delivery during
such time by the actual number of days between meter readings. Periods less than 110 days
shall not be applicable for determining the Peak Season.

Average Daily Demand for a calendar year may be calculated by using the monthly meter
readings around the 20" of each month from February through December of that calendar
year plus a prorated amount for the number of days in January from the January meter read
in that calendar year plus a prorated amount for the number of days in December from the
January meter read in the following calendar year and dividing the total deliveries during
such time by the actual number of days in that calendar year. The year-end prorations used
to calculate ADD may be adjusted by Management Agreement based on changed meter
reading procedures.

Seattle shall endeavor to read the meters at all Cascade Points of Delivery on the same day.
In the event that meters at any Cascade Point of Delivery cannot be read on the same day,
all meter reads for that metering period shall be considered to occur on the day on which
the meters measuring the majority of the Cascade volume for that metering period were
read.

Normal operation of the water system includes the periodic shutdown of various facilities
for routinc maintenance, rehabilitation and replacement. Seattle and Cascade shall
cooperate in the timing of such activities. Cascade shall not use such activities as evidence
of the unavailability of supply or transmission services provided by Seattle under this
Agreement so long as Seattle proceeds in good faith to restore such facilities to service.

Nothing in this Agreement, including, but not limited to, any penalties for exceedance of
the Cascade Block, shall be construed to require Seattle to sell or deliver water in excess of
the following amounts:
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Total deliveries during a calendar year in the amount of the Cascade Block multiplied
by 365 days (366 in leap years);

Total deliveries during the Peak Season in the amount of the Cascade Block multiplied
by 165 days;

. Total deliveries during the Peak Month in the amount of the Cascade Block multiplied

by 51 days;

Total deliveries during any consecutive 30-day period from October 1 to May 30 in the
amount of the Cascade Block multiplied by 30 days;

Total deliveries during any consecutive 7-day period in the amount the Cascade Block
multiplied by 13 days;

Total deliveries within any one-day period in the amount of the Cascade Block
multiplied by 2 days.

Upon notice by Seattle of exceedance of these limits, Cascade must immediately reduce its
deliveries of Sealile water. Upon the failure of Cascade to reduce its demand, Scaltle may
install and operate devices that limit deliveries to Cascade lo these amounts, all at
Cascade’s expense.

ARTICLE 1V - TRANSMISSION

4.1

Fach calendar year during the term of this Agreement, Seattle shall sell to Cascade and
Cascade shall purchase from Seattle capacity in the Seattle Transmission System according
to the Tollowing terms and conditions:

A.

C.

Seattle shall provide capacity sufficient to supply the Cascade Block to Cascade at
Cascade Points of Delivery. Adjustments in the Cascade Block shall result in an
equivalent adjustment in Seattle’s Transmission capacity commitment. The specific
Cascade Points of Delivery that are to be adjusted and the adjustment for each Cascade
Point of Delivery shall be determined by Management Agreement so long as a
determination is made that there is no adverse impact on the overall Scattle Water
System.

Cascade Points of Delivery are specifically identified in Exhibit 1. The Parties may
amend the location, hydraulic gradient and instantaneous flows at each Cascade Point
of Delivery by Management Agreement.

Scattle shall supply water at the inlet side of cach Cascade Point of Delivery meter at a
hydraulic gradient no less than the minimum identified in Exhibit 11 provided that the
instantaneous flow does not to exceed that set forth in the same exhibit. Seattle may
change the minimum hydraulic gradient at any Cascade Point of Delivery once during
any fifteen-year period, provided that four years prior notice is given to Cascade.
Under emergency conditions or other unusual short-term operating situations Seattle
shall not be obligated to meet minimum hydraulic gradients.

Cascade may request changes to existing or additional Cascade Points of Delivery from
the Existing Transmission System Facilities, which Seattle may approve or reject at its
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sole discretion. Seattle shall establish the minimum hydraulic gradient for any new
Cascade Point of Delivery at its sole discretion, after consultation with Cascade. The
Parties may amend Exhibit II to reflect the changes in or additional Cascade Points of
Delivery under this section by Management Agreement.

E. No provision of this Agreement shall be construed to require Seattle to provide flows
greater than those identified in Exhibit 1. Upon notice by Seattle, Cascade shall
immediately reduce Cascade deliveries at a Cascade Point of Delivery to not more than
those identified in Exhibit II. In the event that Cascade is unwilling or unable to reduce
deliveries as required under this provision, Seattle may install and operate flow
restricting devices at non-compliant Cascade Points of Delivery, all at Cascade
expense.

Cascade is served. in part, by transmission facilitics referred to as the Cascade Sub-regional
System listed in Exhibit V1. The costs of operating, maintaining, repairing and replacing
these facilities shall be the responsibility of Cascade as outlined in Sections 8.6 and 8.7
below. The Parties may amend Exhibit VII by Management Agreement.

Nothing herein shall restrict Cascade's authority to construct an independent water
transmission system for its own water supply.

Cascade Members have intertics, listed in Exhibit I, with adjacent water utilities that are
non-Cascade members. The Parties may amend Exhibit | by Management Agreement. Any
existing agreements related to the billing and meter reading arrangements for these interties
are assumed as a partl of this Agreement. If new interconnectlions between Cascade or
Cascade Members and non-Cascade members require similar billing and meter reading
arrangements, such arrangements shall be defined in an agreement to be entered into by
Cascade, Seattle and the non-Cascade member.

A. Transmission Wheeling. Seattle, at its discretion, may make excess transmission
capacity available for a fee and under conditions it deems reasonable, for purposes of
wheeling other water supply between points within the Seattle Water System to Cascade or
others.

B. Interconnection/Intertie.

I. In the event Cascade requests an interconnection to the Seattle Water System to take
delivery of any other water supplied to Cascade under separate water supply contracts or
arrangements, Cascade shall, at its expense, be responsible for the design, engineering,
permitting and construction ot any and all infrastructure necessary to interconnect to the
Seattle Water System. Any interconnection to the Seattle Water System or intertie
between the Seattle Water System and another water supply system will be subject to
Seattle's review, approval and such conditions and requirements as Seattle and the other
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water supply system owner may determine to be reasonably necessary in order to provide
and maintain the safe and efficient design, function, capacity, water quality, integrity and
reliability of their respective water supply systems.

2. Seattle may request that the interconnection allow for joint use for Seattle’s purposes
subject to mutually agreed upon terms.

ARTICLE V - WATER QUALITY

Seattle shall be responsible for water quality within the Seattle Water System, and it shall supply
water to Cascade, that meets or exceeds federal and state drinking water quality standards, as
those standards may change from time to time.

ARTICLE VI - CONSERVATION

Each Party is commitied to the principles of water conservation and each intends to achieve its
anticipated savings by implementing water conservation programs cither unilaterally or in
partnership with other agencies. Cascade understands and agrees that as an existing wholesale
customer of Seatile, this commitment includes good faith efforts in meeting the intent of Part 1,
Section B.1.5 of the Settlement Agreement between the Muckleshoot Indian Tribe and the
National Marine Fisheries Services and the City of Seattle (Civ. No. 03-3775JLR), by
implementing, through its own water conservation program(s), conservation measures that
provide comparable savings to those implemented by Seattle within the Seaule Retail
Distribution System.

ARTICLE VI1I - PLANNING AND SHORTAGE MANAGEMENT

7.1 Each Party recognizes its obligation to plan for water supply and distribution in compliance
with the Staie Department of Health water system planning regulations. Each Party shall
develop a water system plan for its service area and the Parties shall coordinate those
clements of overlapping responsibilities.

7.2 Cascade and Seattle shall coordinate the development, adoption and implementation of
their respective Water Shortage Management Plans. Before invoking its Water Shortage
Management Plan, the Parties shall communicate with each other concerning current and
projected water supply conditions.

.3 Seattle has negotiated agreements with federal agencies, state agencies and tribes for the
long term preservation and enhancement of watersheds and in-stream beneficial uses and
habitat. Such agreements have direct bearing on decisions to curtail the amount of water
available for municipal and industrial water supply in any given scason. Any water use
restrictions imposed under the terms of such agreements shall be bome proportionately by
Seattle, its other wholesale customers, and Cascade with respect only to the size of the
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Cascade Block at the time curtailment is required. In that event, the Base and
Supplemental Blocks will be reduced or restricted in the same proportion, as appropriate.

ARTICLE VIII - COST RECOVERY

8.1

The provisions of this Article shall apply to the establishment of fees and charges for water
supply and related services. The parties understand and agree that the cost allocation and
recovery provisions were specifically negotiated and based on specific consideration of the
circumstances of this extended and restructured declining block contract, including but not
limited 10 the limitations and restrictions applied in this Agreement, recognition of
protection against stranded costs in the Seattle Water System, and recognition of the
anticipated savings from Cascade’s deferred capital project expenditures.

For the purposes of allocating costs of water supply, there shall be two water supply cost
pools consisting of an existing Seattle water supply assets cost pool ("Existing Supply Cost
Pool") and a new Seattle water supply assets cost pool (the “New Supply Cost Pool™).

A. Existing Supply Cost Pool. The costs of infrastructure, including operation,
maintenance, repair and replacement of Existing Supply System Facilities listed in
Exhibit IV shall be included in the Existing Supply Cost Pool. The Parties may amend
Exhibit IV by Management Agreement.

B. New Supply Cost Pool. The costs of water supply resources developed in the future
("New Supply Resources") that expand the capacity of the Seattle Supply System,
including the costs of the Regional Conservation Program shall be included in the New
Supply Cost Pool. If any portion of a New Supply Resource project enhances
reliability of Existing Supply System Resources, the costs thereof may be allocated to
the Existing Supply Cost Pool by Management Agreement.

For purposes of determining the cost of the transmission of water to the Wholesale
Customers there shall be three transmission cost pools consisting of an existing
transmission cost pool ("Existing Transmission Cost Pool"), a new transmission cost pool
("New Transmission Cost Pool"), and a Cascade transmission cost pool (“Cascade Sub-
regional System Cost Pool™).

A. Existing Transmission Cost Pool. Costs to be allocated to the Existing Transmission
Cost Pool shall consist of the following: operation, maintenance, repairs and
replacements to the Existing Transmission System Facilities listed in Exhibit V and
may include costs related to Cascade Points of Delivery in accordance with this
Agreement or as mutually agreed by Management Agreement to address third party
claims arising from a Cascade Point of Delivery. Costs incurred for purposes of
transmission reliability may be included in the Existing Transmission Cost Pool by

Page 12

2™ Amended und Restated
Declining Block Water Supply Agreement



B.

Management Agreement. The Parties may amend Exhibit V by Management
Agreement.

New Transmission Cost Pool. The cost of new transmission facilities shall be included
in the New Transmission Cost Pool. A portion of the renewal, replacement or
modification of Existing Transmission System Facilities which create an expansion of
transmission capacity may be allocated to the New Transmission Cost Pool.

Cascade Sub-regional System Cost Pool. The costs of operating, maintaining, repairing
and replacing the Cascade Sub-Regional System facilities owned by Seartle and listed
in Exhibit VII shall be included in the Cascade Sub-regional System Cost Pool, in an
amount proportionate to the use of the facilities by Cascade, together with any other
costs Cascade and Seattle agree to include by Management Agreement. In the event
that Cascade ceases to receive water through one or more of the facilities in the
Cascade Sub-regional System, these facilities may be decommissioned at Seattle’s sole
discretion, and Cascade shall pay Seattle for the remaining Net Book Value of the
decommissioned facilities in an amount proportionate to the use of the facilities by
Cascade together with any decommissioning costs.

If" Seattle determines that changing the location of a Cascade Point of Delivery is
required for the improved operation of the Seattle Transmission System then such costs
shall be included in the Existing Transmission Cost Pool. Seattle shall notify Cascade
of any proposed changes to a Cascade Point of Delivery and consult with Cascade 1o
ensure minimal impact on the affected Cascade Member’s distribution system and
appropriate coordination of operation and construction activities.

The costs of operating, maintaining, repairing, replacing, rclocating, adding or
improving Cascade Points ol Delivery for any reason other than Section 8.4.A shall be
borne by Cascade, except 1o the extent that such costs are due to the negligence of
Seattle. Costs will be invoiced and due in 30 days upon receipt or as otherwise provided
for by Management Agreement as provided in Article X. Seattle shall notify Cascade of
any proposed improvements to a Cascade Point of Delivery and consult with Cascade
to ensure minimal impact on the affected Cascade Member’s distribution system and
appropriate coordination of operation and construction activities. Allocation of costs
related to third party claims arising from Cascade Points of’ Delivery may be handled
pursuant to a Management Agreement,

Seattle shall maintain a cost accounting system consistent with the provisions of this
Agreement and generally accepted accounting principles consistently applied in developing
the financial information for determining the costs of construction, replacement,
maintenance and operation of the facilities in each cost pool.
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A. Asset Accounts. An asset account shall be maintained for each facility and within that
account Seattle shall record the original cost of that facility plus betterments and less
retirements.

B. Depreciation. Facilities shall be depreciated according to Standard Water System Asset
Lives and a record of life-to-date depreciation shall be maintained for each facility. No
depreciation shall be recorded in the first calendar year of operation of facility. A full
year’s depreciation shall be recorded in every subsequent year.

C. Net Book Value. The net book value of any facility shall be its original cost plus
betterments and less retirements as recorded in its facility asset account, less life-to-date
depreciation.

8.6 Costs in each cost pool shall be calculated as follows:

A. Infrastructure Costs. Each cost pool shall include the infrastructure costs for its
respective facilities, calculated on a utility, cash or other basis depending upon the
{acility and the cost pool as set forth below.

1. Utility Basis. The utility basis shall be used to calculate the infrastructure costs for
all Existing Supply System Facilities, all Existing Transmission System Facilities,
and all Cascade Sub-Regional System facilities, as well as their replacements and
betterments. Under the utility basis, the infrastructure cost for a facility in any year
shall be the sum of (i) the annual depreciation expense recorded for that facility and
(ii) the product of the net book value of that facility and the Rate Of Return On
Investment. At Secattle's discretion, interest costs may be considered current
infrastructure costs during the construction of a facility. However, any such interest
costs must then be considered contributions in aid of construction, and not included
in the Net Book Value of the facility for purposes of calculating Utility Basis costs
in [uture years.

B. Operations Costs. The costs of operating the assets assigned to a cost pool shall be
included in the cost pool. The annual operations costs of a cost pool shall be the labor,
materials, equipment and other direct costs required for the operation and maintenance
of the facilities in that cost pool, together with any net profit or expense [rom the
disposition of facilities in that pool. Operations costs shall include the cost of general
and administrative overhead applied in a manner consistent with its application to
facilities construction projects.

I. Existing Supply Operations Costs. The Parties agree that an efficient way of
handling operations costs for the Existing Supply Cost Pool shall be as follows: The
Operations Cost base in the Existing Supply Cost Pool for the year 2001 shall be
$17,780,262.00. In each succeeding year, the amount from the previous year shall
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be adjusted by the percentage change in the total cost of all the supply cost centers
jdentified in Exhibit VI, as it may be updated from time to time by Management
Agreement, except that the increase in treatment operations costs caused by the first
tull year start-up of the Cedar Treatment Plant at Lake Youngs in or around 2005
shall not be included in the percentage adjustment. Any increase in Cedar
Treatment operations costs for the first full year of operation of the plant shall
instead be added directly to the Operations Cost total from the prior year as adjusted
by the index. For each year after the first full year of operation, increases in Cedar
Treatment operations costs shall be included in the adjustment index.

2. Existing Transmission Operations Costs. The Parties agree that an efficient way of’
handling operations costs for the Existing Transmission Cost Pool shall be as
follows: the Operations Costs base in the Existing Transmission Cost Pool for the
year 2001 shall be $4,531,931.00. In each succeeding year, the amount of these
costs from the previous year shall be adjusted by the percentage change in the tofal
cost of all the transmission cost centers identified in Exhibit VI, as it may be
updated from time to time by Management Agreement.

3. Cascade Sub-regional System Cost Pool Operating Costs. Cascade Sub-regional
System Cost Pool Operating Costs shall include: (i) the actual costs of operating the
facilities listed in Exhibit VII in proportion to the actual use of such facilities by
Cascade; (ii) the clectricity costs paid by Seaitle after the effective date of this
Agreement, in accordance with certain contracts effective on or before January I,
2002 identified in Exhibit I, for pump stations owned and operated by Cascade
Members and connected to the Tolt East Side Supply Line; and, (iii) any other costs
approved by Management Agreement shall be Cascade Sub-regional System Cost
Pool Operating Costs.

C. Disposition Costs, The costs of disposing of assets within a cost pool shall be included
in the cost pool. Net disposition costs shall be calculated as follows:

1. Disposition under the Utility Basis. The net book value of the facility, less any
sales, salvage, or other revenues derived from the disposition of that facility.

8.7 For the Base Block, the costs in cost pools shall be allocated to Cascade as follows:

A. Allocation of Existing Supply Cost Pool. Cascade shall pay one hundred two percent
(102%) of the product of the Base Block and the costs in the Existing Supply Cost Pool
divided by the Firm Yield. In the event the 171 MGD Firm Yield is modified
downward in accordance with Section 3.2 , this allocation formula will use the Base
Block, whether reduced or not, and the modified Firm Yield. In the event the 171
MGD Firm Yield is modified upward (with no change in the Base Block), this
allocation formula will continue to use the existing 171 MGD Firm Yield. The Parties
understand and agree the intent of this provision is that Cascade will pay a consistent
percentage of system costs regardless of modifications of Firm Yield unless the parties
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subsequently mutually agree to an alternative reduction to the Cascade Block pursuant
to Section 3.2.

B. Allocation of New Supply Cost Pool, Cascade shall pay none of the costs in the New
Supply Cost Pool.

C. Allocation of Existing Transmission Cost Pool. Cascade shall pay one hundred two
percent (102%) of the product of the Base Block and the costs in the Existing
Transmission Cost Pool divided by the Firm Yield. In the event the 171 MGD Firin
Yield is modified downward in accordance with Scction 3.2, this allocation formula
will use the Base Block, whether reduced or not, and the modified Firm Yield. In the
event the 171 MGD Firm Yield is modified upward (with no change in the Base
Block), this allocation formula will continue to use the existing 171 MGD Firm Yield.
The Parties understand and agree the intent of this provision is that Cascade will pay a
consistent percentage of system costs regardless of modifications of Firm Yicld unless
the parties subsequently mutually agree to an alternative reduction to the Cascade
Block pursuant to Section 3.2.

0. Allocation of New Transmission Cast Pool. Cascade shall pay none of the costs in the
New Transmission Cost Pool.

L. Allocation of the Cascade Sub-regional System Cost Pool. Cascade shall pay costs in
the Cascade Sub-regional System Cost Pool as follows:

1. 100% of the costs associated with all facilities listed in Exhibit VILA.

2. A proportionate share of those facilities listed in Exhibit VIL.B. based on flows of
Cascade Members. Costs will be allocated based on Peak 7 Day flows through each
segment. In the event that Peak 7 Day flow data is not available, Peak Month flows
may be substituted.

88  For the Supplemental Block. Cascade shall pay the then current Full or Partial
Requirements Customer Commodity Charge. The Full or Partial Requirements Customer
Commodity Charge shall be applied to the annual volume of the Supplemental Block allocated
by month in accordance with the schedule in Section 8.10 C. Seattle will provide Cascade 30
days’ advance notice of any proposed changes to the Full or Partial Requirements Customer
Commodity Charges. For months that include a rate change, the charge shall be prorated in
accordance with the effective date of the rate change.

8.9  Cascade shall pay the costs of penalties for exceeding the Cascade Block, as defined in
Section §.11 and any other costs requiring invoice by Seattle within 30 days of invoice by
Seattle. Overdue balances shall bear interest at the rate of 1% per month,

8.10  Cascade shall pay the annual costs allocated to Cascade in accordance with Section 8.7
for the Base Block and 8.8 for the Supplemental Block as follows:

A. Prospective Cost Estimate for the Base Block. Seattle may conduct a cost estimating

study to revise estimates of the annual costs allocable to Cascade for the Base Block
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upon 120 days notice to Cascade. Cascade shall pay Scattle for the Base Block
according to the estimated annual costs in such study, provided that not more than five
vears has elapsed from the time a study is conducted 1o the year in which the estimates
from that study are used. Each study shall estimate the annual costs for the Base Block
not less than the five following years.

Statement of Annual Costs. On or before October 1% of each year, Seattle shall provide
Cascade with its best, non-binding estimate of the annual costs for the Base and
Supplemental Blocks for the next year. On or before December 1% of each year, Seattle
shall notify Cascade of Cascade’s annual costs for the Base and Supplemental Blocks
for the next year. For the Base Block, such annual cost shall be the sum of the
prospective cost estimate determined in accordance with Section 8.10 A and the amount
of excess or deficit identified in the most recent cost audit performed in accordance
with Section 8.10 D. For the Supplemental Block, such annual cost shall be in
accordance with Section 8.8. In the event the Full or Partial Requirements Customer
Commodity Charges change during the ycar, Seattle will provide Cascade with an
updated cost estimate for the Supplemental Block for the remainder of that year.

Payment Distribution. On or before the last day of each month, Cascade shall pay
Seattle that portion of Cascade’s anrual cost for that year, calculated pursuant to
Section 8.10 B for the Base Block and Section 8.8 for the Supplemental Block,
according to the following schedule:

January 5%
February 5%
March 6%
April 6%

May 6%

June 12%
July 13%
August 15%
September 13%
October 7%
November 6%
December 6%

Overdue balances shall bear interest at the rate of 1% per month. In no event shall
Cascade be required to pay Seattle a monthly payment during a year until at least 30
days after Seattle provides Cascade with a statement of annual costs for that year, and
such payments shall not be considered overdue, until 30 days after such statement is
provided to Cascade.
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D. Cost Audit for the Base Block. No later than August 1 of each year, Seattle shall

(.

provide a statement of actual costs for the Base Block allocated to each cost pool and
other costs and revenues received during the prior year, which statement shall be
examined by an external auditor in an “agreed-procedures” engagement. [n addition.
Cascade may have the statement audited by an external auditor of its choice, solely at
Cascade’s expense. This statement shall clearly identify the amount by which
payments for the Base Block made by Cascade during the prior year were in excess of,
or insufficient to meet the actual costs allocable to Cascade for the Base Block for the
prior year. This surplus or deficit shall earn interest at the Rate of Return on
Investment, and shall be reduced in accordance with Section 8.10 B. No later than
December 31 of the year following the termination of the contract, any remaining
surplus or deficit balance shall be paid in cash by the Party owing the balance to the
party to whom the balance is owed.

Payment_from Gross Revenues. Cascade shall pay the Base Block and Supplemental
Block charges out of its gross revenues. Except for the Transition Payments in Section
8.10 G below, Cascade’s payments to Seattle pursuant to this Agreement and payments
otherwise required or provided for by this Agreement shall be maintenance and
operation expenses of Cascade, payable prior to and superior to any charge or lien of
any revenuc bond issued by Cascade that are payable from the revenues of Cascade.
Cascade shall establish rates and collect fees and charges for wholesale water service
sufficient to pay for the maintenance and operation of its Cascade Water System,
including payments to Seattle, and the principal and interest on any and all Cascade
revenue obligations that constitute a charge against the revenue of Cascade.

Emergency Surcharge. In the event of a catastrophe or other extraordinary condition
that requires emergency expenditures to maintain a sufficient water supply, Seaitle may
impose an emergency surcharge proportionately on all of its retail and wholesale
customers, including Cascade in order to pay for such expenditures.  Any such
emergency surcharge shall be presented to Cascade prior to adoption by Seattle. Seattle
shall consider Cascade's comments but shall nevertheless have the {ull authority to
adopt the charge.

Transition Payments. In consideration for entering into this 2™ Amended and Restated
Declining Block Water Supply Agreement, Cascade will pay to Seattle, three transition
payments of the following amounts and on the following schedule:

1. Payment of $5 million due on or before July 31, 2013
Payment of $12 million due on or before December 31, 2018
Payment of $5 million due on or before December 31, 2024

(3]

L%

Seattle will consider these transition payments as revenue to offset costs in the Existing
Supply Cost Pool allocated to the Full and Partial Requirements customer class under the
provisions of those contracts.
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8.11 A. Charges will be imposed for exceeding the Cascade Block for Annual Average Daily
Demand, Peak Month Factor and Peak Season Factor limitations, based on daily
averages measured according to Sections 3.9-3.11. These charges will be determined by
multiplying the appropriate multiplier(s) from the following tables times the then
current Full or Partial Requirements Customer Commodity Charge(s) for the period(s)
in which the exceedance occurred, the result multiplied by the full amount of the
exceedance over the applicable limit (in MGD) and then multiplied by the actual
number of days in the calendar year, 30 days for Peak Month or 122 days for Peak
Season, whichever is applicable.

For the first instance in any five-year period, the following multipliers will apply:

Multipliers for Charges for Water in Excess of Annual
Average Daily Demand, Peak Season and Peak Month
Block Limitations - First Instance in 5-Year Period

Category Oto1l >1to2 >2to3 >3 MGD
MGD MGD MGD

ADD 1.0 1.0 . 1 1.2

Month 1.0 {.0 9.1 16.7

Season 1.0 1.0 3.1 4.7

The multiplicers for the first 2 MGD in the tuble above reflect a buffer before penalty
charges begin, Cascade agrees not to plan or rely on this buffer as available firm
supply.

B. For any additional instances of water in excess of the average annual and peak supply
limitations in any five-year period, the following multipliers will apply.

Multipliers for Charges for Water in Excess of Annual
Average Daily Demand, Peak Season and Peak Month
Block Limitations - Additional Instances in 3-Year Period

Category 0tol >1to2 >2to3 >3 MGD
MGD MGD MGD

ADD 1.0 1.1 1.1 1.2

Month 1.5 9.1 9.1 16.7

Season 1.5 3L 3.1 4.7

C. In the event of a charge for exceeding the block occurs in more than one category in
either a single year or in multiple years during any consecutive five-year period, only
the category that results in the highest charge will be assessed.
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8.12 Except in the case of an emergency, the provisions of Section 8.11 shall be applied

reciprocally to Seattle to calculate credits to Cascade, should Seatile fail to deliver the
Cascade Block as required by this Agreement.

ARTICLE I1X - ADMINISTRATION

9.]

9.4

o
Lh

Seattle shall own and maintain appropriate metering devices to measure the water flowing
from the Seattle Water System to each Point of Delivery. At Cascade's request and sole
expense, Seattle will install and maintain equipment selected by Cascade and approved by
Seattle to transmil signals to recording equipment of Cascade or its Members (located
clsewhere) of the amount of water delivered, as measured by Seattle's meters.

2 Seaitle shall keep full and complete books of accounts for the Scattle Water System and

Seattle’s retail distribution system in compliance with current standards required by the
State Auditor. Cascade, at its own expense, may al any time audit Seattle’s book of
accounts using the services of a public accounting firm and Seattle shall make the books
and records of the Seattle Water System and Seattle’s retail distribution system available to
such auditors during reasonable business hours upon reasonable notice at the place where
such records are normally kept. Seattle shall provide adequate facilities; i.e., room and
workspace, so the audit can be performed. Seattle shall have reciprocal rights to audit
Cascade books and accounts.

This Agreement shall be interpreted according to the laws ol the State of Washington and
the venue for any litigation between the Parties concerning its terms shall be in the
Superior Court of King County at Seattle. The Parties shall be entitled to specific
performance of the terms of this Agreement.

This Agreement shall inure to the benefit of and be binding upon successors of interest and
assigns of the Partics. Neither this Agreement nor obligations to perform hereunder may
be voluntarily assigned by either Party without the other Party’s written consent, which
shall not be unreasonably withheld; provided however, that a change in Cascade's corporate
form to another form of organization authorized by Washington law, shall not be
considered an assignment. Seattle may not convey the Seattle Water System in its entirety
or any of its component parts used to meet the obligations of this Agreement without
providing for an assumption of this Agreement and the obligations contained herein by the
conveyee. The Parties do not intend to confer rights or benefits upon any third party. Only
a writing executed by the Parties may modify this Agreement.

All notices relating to this Agreement shall be sent to the following addresses, certified
mail, return receipt requested, unless the other Party is previously notified in writing of a
change in recipient or address:

To Seattle: To Cascade:
Director Chief Executive Officer
Seattle Public Utilitics Cascade Water Alliance
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9.0

9.7

9.8

9.9

700 Fifth Avenue, 49" FI. 520 112th Avenue NE, Suite 400
Seattle, WA 98104 Bellevue, WA 98004

If any provision of this Agreement or its application is determined by a court of law to be
illegal, invalid, or void without rendering performance of this Agreement impossible or
infeasible, then the Parties intend that the validity of the remaining provisions of this
Agreement or their application shall not be affected and shall continue in full force and
effect.

This Agreement is a contract for the purchase and sale of water and transmission services
related to that water and no provision hereof shall be construed to make the Parties partners
or joint ventures. Neither Party is the agent of the other nor shall either Party be held liable
for the acts of the other on a theory of agency or any other representative capacity.

In the cvent of default of any provision of this Agreement, the non-defaulting Party shall
issue written notice to the other Party setting forth the nature of the default. If the default is
for a monetary payment due hereunder, the defaulting Party shall have thirty (30) days to
cure the default. In the event of other defaults, the defaulting Party shall use its best efforts
to cure the default within nincty (90) days. If such default cannot be reasonably cured
within such ninety (90) day period, the defaulting party shall, upon written request prior to
the expiration of the ninety (90) day period be granted an additional sixty (60) days to cure
the default.

In the event of a default in payment by Cascade, Seattle shall have the right to
compensation from the constituent Cascade Members up to the proportionate share of each
Member’s use of the Cascade Block which shall be established by the most recent annual
report of Cascade Member’s proportionate use of the Cascade Block, which proportionate
use shall total 100 percent of the Cascade Block. Cascade’s annual proportionate use
report shall be completed and delivered to Seattle no later than March 31 of cach year.
Each Cascade Member must acknowledge and accept this individual, contingent liability to
Secattle in writing at the time that Cascade enters into this Agreement. Cascade shall
require those agencies that later join Cascade as a Cascade Member to convey such written
acknowledgment and acceptance to Seattle within one month of joining Cascade. Without
waiving any other remedies available under this Agreement or applicable law, should any
Cascade Member required to do so fail to convey such written acknowledgement and
acceptance, Seattle shall have the unilateral right, upon written notice to Cascade, to reduce
the Cascade Block by the amount allocated to such Cascade Member as set by Cascade’s
most recent annual proportionate use report, until such written acknowledgement and
acceptance is provided to Seattle.

ARTICLE X - TECHNICAL COMMITTEE

Technical Committees comprising of Seattle staff and other affected parties will address day to
day operational issues related to the Seattle Water System. Finance cost and rate issues will be
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addressed independently between the Director of Seattle Public Utilities and the CEO of Cascade
Water Alliance, or their respective designees as provided for in written notice to the other, Itis
recognized that daily operation of the Seattle Water System and implementation of this
Agreement may require direct communication and coordination between Seattle staff and the
staff of Cascade or Cascade Members and accommodation of Cascade’s insurers with respect to
claims. The Parties may establish any desired communication or coordination and claim
protocols by Management Agreement.

ARTICLE X1 - DISPUTE RESOLUTION

1.1 Cascade and Seattle shall make good faith efforts to resolve by informal discussion any
dispute arising under or in connection with this Agreement. If at any time a Party to a
dispute determines that such informal discussions will not result in a resolution, such Party
may initiate non-binding mediation of any dispute arising under or in connection with this
Agreement.  Within ten (10) days of receiving written notice of initiation of non-binding
mediation by one or both Parties, each Party shall designate in writing not more than five
{5) candidates it proposes 10 act as a non-binding mediator. The Parties shall within an
additional five (5) days select one of the mediators from either list to serve as mediator.
Should the Parties be unable to agree upon a mediator, a mediator shall be chosen from one
of the two lists by the presiding judge of the King County Superior Court at Seattle. Upon
selection of the mediator, the Parties shall use reasonable efforts to resolve the dispute
within thirty (30) days with the assistance of the mediator. The cost of mediation shall be
shared by Cascade and Seattle equally.

11.2 1f mediation fails to resolve the dispute within thirty (30) days of selection of the mediator,
the Parties may thereafter seek redress in court.

11.3 Pending the decision in any mediation or litigation process pursuant to this section, the
Parties to such process shall continue to fulfill their respective duties under this Agreement.

ARTICLE XII - UNFORESEEN AND UNAVOIDABLE EVENTS

12.1 The Parties recognize that unforeseen and unavoidable events may occur which would
require Seattle to act unilaterally for what it deems o be in the best interest of the general
public served by the Seattle Water System; including water shortages resulting from
drought circumstances and temporary reduction in water supply associated with turbidity
events. Upon the occurrence of an unforeseen or unavoidable event, Seattle shall, to the
extent practicable, treat its wholesale and retail customers equally and any curtailment of
supply shall be imposed proportionately among those customers. This authority to act
unilaterally carries with it a unilateral responsibility of Seattle to restore, expeditiously, the
Seattle Water System to its pre-emergency capability to supply the region.
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12.2 Upon occurrence of an unforeseen or unavoidable event that adversely impacts the Cascade
Water System, Cascade may request Seattle to temporarily modity or suspend operational
or supply provisions of this Agreement and Seattle shall make reasonable efforts to grant
such request. Cascade will act expeditiously to restore the Cascade Water System to its
pre-emergency capability.

12.3 The time periods for Seattle’s performance under any provisions of this Agreement shall be
extended for a reasonable period of time during which Seattle’s performance is prevented,
in good faith, due to fire, flood, drought, turbidity events, earthquake, lockouts, sirikes,
embargoes, acts of God, war and civil disobedience. If this provision is invoked, Seattle
agrees lo immediately take all reasonable steps to alleviate, cure, minimize or avoid the
cause preventing such performance.

ARTICLE XIIT - EXHIBITS

Exhibits I through V11 are attached hereto and are hereby incorporated by reference into the
Agreement as if set forth in full herein.

ARTICLE X1V - COMPLETE AGREEMENT

This Agreement, as amended and restated herein, represents the entire agreement between the
Parties concerning the subject matter hereof and will supercede Amended and Restated 50-Year
Declining Block Water Supply Agreement between the City of Seattle and the Cascade Water
Alliance, dated December 17, 2008 upon the effective date noted herein. This Agreement may
not be amended except as provided in Section 9.4,

THE CITY OF SEATTLE, a municipal corporation:

By: \7'0*1 " o L, E DATE: 1 ! S g! i3

DIRECTOR, SEWTTLE PUBLIC UTILITIES

THE CASCADE WATER ALLIANCE, a joint municipal utility services authority:

BY: W W DATE: #/2//R

CHIEF EXECUTIVE OFFICER
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REPLACED BY MANAGEMENT AGREEMENT NO. 7

EXHIBIT 1

Other Agreements

A. List of documents, commitments, adjustments, reductions, agreements, and/or written
approvals by Seattle regarding the supply, purchase and/or resale of water according to
Section 4.4 of this Agreement:

2.

Interties and associated agresments with other agencies as referenced in Section 4.4,

a)
b)
c)
d)
€)

f)
g)

Redmond/Union Hill Water Association Water Service Agreement

Redmond/Union Hill Water Association Agreement for Water System Interties
Redmond/Woodinville Water District Interlocal Agreement

Redmond/Woodinville Water District Agreement for Water System Interties
Redmond/Northeast Sammamish Water & Sewer District Agreement for Water System
Interties

Skyway / WD 125

Bellevue/Coal Creek

QOther pertinent Agreements:

a.

List of electric contracts for pump stations owned and operated by Cascade Members and
connected to the Tolt Eastside Supply Line according to Section 8.6.B.3 of this
Agreement:

1. Between the City of Bellevue and the City of Seattle, effective August 1983, pursuant
to Ordinance #111276 for SE 28" pumping station (50% / 50%) and N.E. 8™ pumping
station (Bellevue 60% / Seattle 40%)
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EXHIBIT 111

Block Allocations of Water by Individual SPU Wholesale Water Customers

Annual Peak Peak Peak Peak
Block Season Season Month Month
Water Utility {110%) Factor Block Factor Block
Bothell 1.77 1.35 2.39 1.69 2.99
Cedar River 3.05 1.35 4.11 1.69 5.15
Coal Creek 1.02 1.35 1.38 1.69 1.73
Duval] 0.73 1.35 0.98 1.69 1,23
Edmonds 0.00 1.35 0.00 1.69 0.00
Highline 6.02 1.35 8.12 1.69 10.17
Mercer Island 2.24 1.35 3.03 1.69 3.79
Northshore 6.36 1.35 8.58 1.69 10.75
| Olympic View 0.56 1.35 0.76 1.69 0.95
' Shoreline WD 1.96 1.35 2.64 1.69 3.31
Soos Creek 5.03 1.35 6.79 1.69 8.50
Woodinville 5.01 1.35 6.76 1,69 8.46
WD 20 2.60 1.35 3.50 1.69 4.39
wpD 45 0.33 1.35 0.45 1.69 0.56
WD 49 1.39 1.35 1.87 1.69 2.34
WD 85 0.00 1.35 0.00 1.69 0.00
WD 90 0.91 1.35 1.23 1.69 1.54
WD 119 0.46 1.35 0.62 1.69 0.78
WD 125 2,15 1.35 2.90 1.69 3.63
Existing Purveyor
| Totals 41.57 56.12 70.25
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EXHIBIT IV

Seattle Supply System Facilities

Cedar Souree

All roads, buildings, structures, water supply tacihities, recreational and educational
facilities, and fisheries enhancement and mitigation facilities located within or close to
the Cedar River Hydrographic Watershed boundary as defined by Seattle land ownership,
including the land itself, and any capitalized studies related to the above. Excepted are
facilities solely owned by Seattle City Light for the purpose of power generation.
Facilities shared by Seattle City Light and Seattle Public Utilities shall be part of the
Seattle Supply System only to the extent of SPU share or responsibility.

All facilities located within the Lake Youngs Reservation as defined by Seattle ownership
of the land except for conveyance facilities used to transport finished water during non-
emergency operation

All facilities located within the Lake Youngs Aqueduct, the Landsburg Tunnel, and the
[.ake Youngs Supply Lines right-of-way, including the right-of-way itself

Existing Morse Lake Floating Pump Stations

Tolt Source

All roads, buildings, structures, water supply facilities, recrcational and educational
tacilities, and fisheries enhancement and mitigation facilitics located within or close to
the South Fork Tolt River lHydrographic Watershed boundary as defined by Seattle land
ownership, including the land itself, and any capitalized studies related to the above.
Excepted are facilities solely owned by Seattle City Light for the purpose of power
generation. Facilities shared by Seattle City Light and Seattle Public Utilities shall be
part of the Seattle Supply System only to the extent of SPU share or responsibility.

lolt Treatment Facility

Seattle Wellfields

¢ Riverton Wells, including all pumping and treatment equipment, original yard piping, to
the connection to CRPLA4, and the low flow piping to Riverton Reservoir

¢ Boulevard Well, including all pumping and treatment equipment, and all piping up to the
connection to CRPL4

Other

¢ One Percent Conservation Program through December 31, 2003

¢ Commercial Incentive Program through December 31, 2003

» Commercial Toilet Retrofit Program through December 31, 2003

e Showerhead retrofit Program through December 31, 2003

» The Seaitle Forecasting Model (SEAFM Model)

o GIS Projects related to facilities identified herein as part of the Seattle Supply System
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EXHIBIT V

Seattle Transmission System Facilities

1. Pipelines

Tolt Pipeline No. 1 from the outlet of the Tolt Treatment Facility (TTF) to Lake Forest
Reservoir, including any transter and ancillary small diameter paralle! pipes (Nore:
Includes TPL1 and TPL2 between the Reg. Basin and TTF in Supply!j

Tolt Pipeline No. 2 (where constructed), including any transfer and ancillary small
diameter parallel pipes

Tolt Tieline

Tolt Eastside Supply Line (from TESS Junction to the intersection of SE 16" ST and
145" Place SE)

Tolt Eastside Line Extension ({from the intersection of SE 16" ST and 145" Place SF to
Eastside Reservoir)

I'he 540 head Pipeline from Maple Leaf Reservoir to Lake Forest Reservoir

Lake Youngs Bypass No. 4 from the outlet of each of the Cedar Treatment Facility
clearwells to Control Works

L.ake Youngs Bypass No. 5 from the outlet of each of the Cedar Treatment Facility
clearwells to the Lake Youngs Tunnel

The Lake Youngs Tunnel (from the original lake outlet to Control Works)

The Maple Leaf Pipeline (from the intersection of 18th Avenue E. and E. Prospect Street
to Maple Leaf Reservoir)

Cedar River Pipeline No. 1 from Control Works to the intersection of 18" Avenue E. and
E. Prospect Street

Cedar River Pipeline No. 2 from Control Works to the intersection of 12" Avenue E. and
E. Olive Street

Cedar River Pipeline No. 3 from Control Works to the intersection of 18" Avenue E. and
E. Prospect Street

30” intertie between Cedar River Pipelines 2 and 3 in east Olive Street

Cedar River Pipeline No. 4 from Control Works to the West Seattle Pipeline

Cedar Eastside Supply Line (from the Cedar Wye to the intersection of SE 16" St and
145" Place SE)

West Seattle Pipeline from Augusta Gatehouse to Cedar River Pipeline 4

The 8" Avenue S. Pipcline between S. 146" Street and S, 160" Street

The Bow Lake Pipeline (between 8" Avenue S. and CRPL 4, and as relocated outside
runways at Seatac Airport)

The Burien Feeder (in S. 146" Street between 8" Avenue S. and CRPL 4)

The Fairwood Line (between Fairwood Pump Station and Soos Reservoirs)

The 24-inch discharge pipeline of Lake Youngs Pump Station up to Soos Reservoirs

The 12-inch discharge pipeline of Lake Youngs Pump Station up to Soos Reservoirs

The 63() head pipeline between Lake Youngs Pump Station and the Cedar River WSD
pump station at the eastern boundary of the Lake Youngs Reservation
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2. Reservoirs, Tanks, and Standpipes, including overflow pipes, ali valves, appurtenances, and
disinfection facility located on the premises of each storage facility, unless otherwise noted
¢ Lake Forest Reservoir
» FEastside Reservoir
» Riverton Reservoir
o Maple Leaf Reservoir (excluding Roosevelt Way Pump Station and its suction and
discharge piping, Maple Leaf Tank and 520 zone piping, except where solely serving the
disinfection facility)
¢ Soos Reservoirs

3. Pump Stations, Major Valve Structures, and other Facilities
e TESS Junction Pump Station
« Lake HHills Pump Station
¢ Maplewood Pump Station
* Maple Leaf Pump Station
¢ Bothell Way Pump Station
* Fairwood Pump Station
» Lake Youngs Pump Station
¢ The Control Works
¢ Augusta Gatehouse
» [Eastgate Pump Station

4. Certain costs related to Cascade Points of Delivery

Cascade Points of Delivery are generally not considered part of the Existing Transmission
System Facilities, however, certain costs may be included in the Existing Transmission Cost
Pool as follows:

o The costs of existing meters, vaults and related equipment at all Cascade Points of
Delivery installed prior to 2004 1o the extent those costs were unamortized as of
December 31, 2003.

¢ Any costs related to Cascade Points of Delivery that are included in the Existing
Transmission Cost Pool in accordance with the Agreement.

The facilities include the appurtenances to the transmission lines including but not limited to
rights of way, linc valves, system meters and remote automation devices.
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EXHIBIT V1

Cost Centers Used for Operations Cost Indices

The following costs centers or successor cost centers that capture the direct costs of operation of Existing
Supply Facilities, Existing Transmission Facilities and the Regional Conservation Program shall be used
as the indices for operations cost in the Existing Supply Cost Pool, Existing Transmission Cost Pool and

for the Regional Conservation Program in the New Supply Cost Pool.

Supply
Program

Project

Project Name

Activity

Communications

Audit & Accounting
Watershed Management
Watershed Management
Watershed Management
Watershed Managemen
Watershed Management
Watershed Management
Watershed Management
Watershed Managemem
Witershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Walershed Managenent
Watershed Management
Walershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Wiatershed Management
Watershed Management
Watershed Management
Walershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management

NI1203
N3303
N5401
N5401
N5401
N540)
N3401
N3401
N3401
N3403
N3403
N5403
NS404
N3404
N5404
N3404
N5405
N35405
N3405
N3406
N5406
N3406
N3400
N3407
N3407
N3408
N3408
N5409
N5§409
N5409
N3409
N3410
N3410
N5410
NS410
N5410
NS4
N5411

Communications Activity Group
Customer Audit

Program Management
Program Management
Program Management
Program Management
Program Management
Program Management
Program Management
Support Services

Support Services

Supporn Services

Watershed Protection
Watershed Protection
Watershed Protection
Watershed Protection

Facility Management

Facility Management

Facility Management
Watershed Road Maintenance
Watershed Road Maintenance
Watershed Road Maintenance
Watershed Road Mainienance
Watershed Operations Support
Watershed Operations Suppart
Water Quality & Hydrology
Water Quality & Hydrology
Public/Cultural Programs
Public/Cultural Programs
Public/Culiural Programs
Public/Cultural Programs
Wildlife & Fisheries Frograms
Wildlife & Fisheries Programs
Wildlife & Fisheries Programs
Wildlife & Fisheries Programs
Wildlife & Fisheries Programs
Resource Information Mgmt
Resource Information Mgmt

N120304 Purveyor Relations

N330303 Purveyor Audit

N540194 Departiment Support
N340195 General Expense
N540196 General Management

N340197 Training,
N340198 Safety
N540199 Personnel

N3540289 Capital Purchasc

N540301 Modified Duty

N540302 Procuring/Paying/Receiving
N540303 Vehicle Equipment Downtime
N3540401 Hydrological Data Collection

N540402 Fire Protection
N540403 Inspection
N3540404 Boundaries
N540501 WS Grounds
N340502 WS Buildings

NS540503 WS Facilities & Roads

N340601 Grade/Gravel/Ditching

N340602 Bridges/Streams Culvent
N540603 Roads/Row/Vegetation Cutling
N340604 Tolt Roads & Streams

N340701 Veh/Equipment Management
N340702 Veh/EquipfTool Repair

N540801 Water Quality Moniloring
NS40802 Hydrological Monitoring
NS40901 Recreation Planning

N540902 Management & Resecarch
N540903 Watershed Education

N540904 Watershed Public Information
N541001 Program Planning & Fvaluation
N541002 Interagency/Public Involvement
N341003 Ecological Monitoring & Research
N541004 Habitat & Specics [nventory
N341005 Habitat Enhancement/Restoration
N541101 Program Plan/Evaluation
N341102 Information Maintenance
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Watershed Management N5411 Resource Information Mgmi N341103 Information Services

Watershed Management N3412  Special Projects N541202 Silviculiure

Watershed Manageiment N5412 Special Prajects N541205 Land Exchanges/Acquisitions

Program Project Project Name Activity

Watershed Management N53413 Cedar HCP N341501 ASSESS OF EXPAND FOREST
STAND

Watershed Management N35413 Cedar HCP N341302 ASSESS EXPAND FOREST
ATTRIBUTE

Watershed Management N5415  Cedar HCP N5341503 AUGMENT FOREST HABITAT
INV

Watershed Management N3413 Cedar HCP N541504 LONG-TERM FOREST
HABITAT

Walershed Management NS4153  Cedar HCP N341505 OLD-GROWTH
CLASSIFICATION

Watershed Management N3415  Cedar HCP N341506 RIPARIAN RESTOR PROJECT
MONIT

Watershed Management NE41s Cedar HCP N541507 UPOLAND FOREST RESTOR
PROJMONT

Watershed Management N33 Cedar NCP N541515 GIS DATA COMPATIBILITY
STUDY

Watershed Management N53415 Cedar 1CP N341516 FOREST HABITAT MODEL ING

Watershed Management N3415  Cedar HOP N341517 SPECIE HABITAT RELATION
MODEIL

Watershed Managemen N3d16 Cedar HCP N341601 CRUCP GIS SUPPORT

Watershed Management NSd6  Cedar HCP N531603 CRHCP TECHNICAL SUPPORT

Watershed Management NS417  Cedar 11CP N341701 ROAD MAINTENANCE

Watershed Management NS Cedar HCP N3541801 EXPERIMENTAL STREAM
MONITORING

Witershed Management N5418 Cedur HCP N341802 LONG-TERM STREAN
MONITORING

Watershed Management N341§ Cedar HCP N5341803 AQUATIC RESTORATION
MONITORING

Watershed Management N3418  Cedar 1ICP N341804 BULL TROUT SURVEYS
(ADULT)

Watershed Management N5418  Cedar HCP N541805 BULL TROUT SPAWNING
SURVEY

Watershed Management N3418 Cedar HCP N541806 BULL TROUT FRYAUVENILE
SURVEY

Watershed Management N5418  Cedar NCP Riparian Zone Studies

Watershed Management N3418  Cedar HCP N341809 BULL TROUT STREAM
DISTRIBUTION

Witershed Management N5418  Cedar HCP N541810 BULL TROUT REDD
INUNDATION STU

Watershed Management N5418  Cedar HCP N541811 COMMON LOON MONITORING

Water Quality & Supply N35503 Water System Operations NS50301 Water Matagement

Water Quality & Supply N3503 Water System Operations N550302 Water System Control

Water Quality & Supply N3503  Water System Operations N350303 Anadromous Fishery Mg

Water Quality & Supply N35503 Water System Operations N550304 SCADA Management

Water Quality & Supply N3303  Water Svstem Operations N550305 Highline Well Field

Water Quality & Supply N5503 Water Sy stem Operations N550306 Morse Lake PS

Water Quality & Supply N3503  Waler System Operations NS50307-SAFETY PROCESS MGMT
COMPLIANCE

Water Qualify & Supply N5503 Water System Operations N330308-EPA RISK MGMT
COMPLIANCE

Water Quality & Supply N5504 Water Systiem Analysis N550401 Eng Analysis/Modeling

Water Quality & Supply N5504 W ater System Analysis N550402 Water Rights Mgm?
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Water Quality & Supply
Water Quality & Supply
Warter Quality & Supply
Water Quality & Supply
Water Quality & Supply
Program

N3504
N3503
N5505
N3505
N5306
Project

Water System Analysis
Surface Water Trtmnt Rule
Surface Water Trumnt Rule
Surface Water Trtmnt Rule
Total Coliform Rule Compl.
Project Name

N550403 DEMAND METERING
N550501 Monitoring, Reporting & Admin
N350502 Cholrination Facilities Q&M
50503 Watershed Management

50601 Monitoring, Reperting & Admin
Activity

N

wh

Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Cuality & Supply
Water Quality & Supply
Water Guality & Supply
Water Quality & Supply

Water Qualiyy & Supply
Water Quality & Supply
Water Quality & Supply

Water Quabty & Supply
Water Quality & Supply

Water Quality & Supply
Water Quuslity & Supply
Water Quality & Supply
Water Quality & Supply

Water Quality & Supply
Water Quatity & Supply

Water Quality & Supply
Water Quality & Supply
Resource Planning

NS5508
N3508
N5509
N3310
N3510
N5310
NASIO
NS5O
N3510
N5511
N3312

z E 7
Lo L L
hoth
»d Te) a2

LY LY
wotn

z

o

A
s LS

z
L
Tnin
non

P
"
T
n

N335
N551S
N335

Lead & Copper Rule Compl.
L.ead & Copper Rule Compl.
Fluoridation Program

Other Reg Comp/Monitoring
Other Reg Comp/Monitoring
Other Reg Comp/Monitoring
Other Reg Comp/Monitoring
Other Reg Comp™Monitoring
Other Reg CompMonitoring
Special Prajects

Cedar 1{CP

Cedar HCP

Cedar HCP

Cedar HCP

Cedar HCP
Cedar HCP
WO Monitoring

HCP Fisherics
HCP Fisheries
HCP Fisheries
HCP Fisheries
HCP Fisheries
HCP Fisheries

HCP Fisheries
HCP Fisheries
Tolt DBO

Tolt DBO
Water Resource & Habitat Issues

N530801 Monitoring, Reporting & Admin
N550802 Corrosion Trtmnt Facil O&M
N550901 Fluoridation Program Q&M
N551001 Otr Reg/Operational Analysis
N551002 Disinfection By-Product Rule
N351003 Limnology

N551005 WQ Lab

N351006 DW Reg Dev & App Research
N551007 Public Information/Notiflication
NSS4 LIMS & QA/QC

NS51201 INTERIM CHINOOK COHO
NS51301 HCP STREAMFLOW GAUGING
N5351302 SWITCHING CRITERIA STUDY
N551303 STEELHEAD REDD
MONITORING

N551304 CHINOOK STUDIES

Salmonid Studies

N531403 DRINKING WATER QUALITY
MONITOR

N551501 FRY CONDITION AT RELEASE
N351502 FRY MARKING &
EVALUATION

N351503 FRY TRAPPING & COUNTING
N551504 FISH HEALTH

N331505 SHORT-TERM FRY REARING
N351506 LAKE WASHINGTON
PLANKTON STUDY

NSS1508 ADULT SURVIVAL

DISTRIBUTION
N531509 PHENOTYPIC & GENETIC
STUDY

NS51601-CONTRACTOR PAYMENTS
N551603-MANAGEMENT COSTS
N560903-ESA
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Transmission
Program

Project

Activity

Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Waler Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Operation
Water Opetation

1% Program

Program

N6540
N6340
NG634]
N6341
N6i42
NG542
N6543
N6343
NGS43
N6343
N6343
N6543
N6543
N65343
ARER]
NG54
N6344
NO54S
NG540
NG546
NG547
NG4S
N6sS49
NO349
NG9
N634Y
N634Y

Project

N654001 Program Maintenance
N654002 Event Driven Repairs
N6354101 Program Maintenance
N654102 Event Driven Repairs
N654201 Program Maintenance
N654202 Event Driven Repairs
N654301 Grade/gravel roads - P
N654302 Grade/gravel roads - £
N6534303 Bridgesiculverts - P
N654304 Bridges/culvents - E
NG654305 Fencesfgates - P
NGS4306 Fences/gates - E
N654307 Mow ROW - P
NG54308 Mow ROW - E
NE54309 Mow Other

N654401 Program Maintenance
N654402 Event Driven Repairs
N654501 Casting Adjustments
N654601 Communications/Dispaich
N634602 Locating/Marking,
N634701 PAL/ROW/Facility
N654801 Shops/Fabrication
N654905 Toolsssmall equipment
N634906 Standy

N654907 Truck Inventory
N634908 Downtime - Job Related
N654909-DISASTER-EMERG
RESPONSE

Activity

Community Services

N5303

Project Name
WT - HeadworksStorage
WT - Headwork/Storage
W1 - Transmission Pipeline Maint
WT - Transmission Pipeline Mainl
WT - Value Op/Maint - Water Tran
WT - Value Op/Maint - Water Tran
WT - Grounds/Roads/ROW
WT - Grounds/Roads/ROW
WT - GroundsfRoads/ROW
WT - Grounds/Roads/ROW
W - Grounds/Roads/ROW
WT - Grounds/Roads/ROW
WT - Grounds/Roads/ROW
WT - Grounds/Roads/ROW
WT - Grounds/Roads/ROW
WT - Facility Maintenance
WT - Facility Maintenance
W - Castings
W - Customer Services
WT - Customer Services
WT - Damage by Others
WT - Transmission Shops
WT - General Expenses
W - General Expenses
W - General Expenses
W - General Expenses
W - General Expenses
Project Name
Resource Conservation

N330301 1% Conservation
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EXHIBIT VII

Cascade Sub-regional System

The facilities included in this Exhibit incorporate all appurtenances including but not limited io
rights of way, line valves, system meters, and remote automation devices.

A. Facilities used by Cascade:

e The NE 8" Street Feeder, from the Cedar Eastside Supply Line to the Bellevue pump station
near the intersection of 151" PL NE and NE 8" Street

¢ The Bel-Red Road Feeder, from the Cedar Eastside Supply Line to the Cascade Point of
Delivery in Bellevue at the intersection of Bel-Red Road and 132" Ave NE

e The NE 24™ Street Feeder, from the Cedar Eastside Supply Line to the Cascade Point of
Delivery in Bellevue near the intersection of NE 24" Street and 132™ Ave NE

B. Other Sub-regional Transmission Facilities used in part by Cascade:

«  SEGMENT | — Includes use by Bellevue, Coal Creek, Mercer Island, and Seattle and
consists of;
I, The portion of the of the original Mercer Island Pipeline from the tee off the Cedar
Eastside Supply Line in Factoria Boulevard SE to the west flange of the main line tee at
the east end of the 16-inch Mercer Slough Bridge Pipeline (30-inch).

o SEGMENT 2 - Includes use by Bellevue, Mercer Island, and Seattle and consists of:

1. The portion ol the ol the original Mercer Island Pipeline from the west flange of the main
line tee at the east end of the 16-inch Mercer Slough Bridge Pipeline to the west flange of
the 20-inch valve west of the Enatai service to Bellevue (30-inch).

2. The entire 16-inch Mercer Slough Bridge Pipeline (16-inch).

« SEGMENT 3 — Includes use by Tukwila and Seattle and consists of:
1. The 20-inch pipeline in West Marginal Way from the West Seattle Pipeline to South
Director Street.

Seattle may from time to time eliminate facilities from this list provided that it secures the
written consent of Cascade in the event that Cascade is served by a tap or meter installation on
the facility being eliminated. Seattle shall provide Cascade with 180 days prior written notice of
any proposed change.
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SEATTLE PUBLIC UTILITIES & CASCADE WATER ALLIANCE
MANAGEMENT AGREEMENT No. 7

REVISIONS TO EXHIBIT 1

This Management Agreement No. 7 is entered into pursuant to Sections 3.6 B and 4.4 of the 2™ Amended and
Restated Declining Block Water Supply Agreement between the City of Seattle (*“Seattle”) and the Cascade Water
Alliance ("Cascade™), dated July 2013 ("Agreement”).

Management Agreement

I

|8

5

Agre

The revised exhibit attached and incorporated herein as “Revised Exhibit I’ replaces the existing Exhibit I in
the Agreement in its entirety.

The Parties understand and agree that changes to any of the agreements listed in the Revised Exhibit 1 or new
agrecments involving supply, purchase or resale of water that Cascade or any Cascade Member enters into with
a non-Cascade Member during the term of the Agreement should be reviewed by the Parties to determine
which provision of 3.6 B applies to the situation and whether an update to the Revised Exhibit T by
Management Agreement is necessary. The Parties also understand and agree that this will include a review ol
new agreements, or existing agreements that may remain in effect, between Cascade or a Cascade Member and
a withdrawing Cascade Member at the time of the withdrawal in the event a current Cascade Member
withdraws its membership from Cascade. Cascade agrees that it will promptly notify and provide copies of
such agreements to Seattle as appropriate.

The Parties understand and agree that additional updates to the Revised Exhibit I may be required to address
the electric contracts for pump stations included in Section 3.a of the Revised Exhibit I, which the parties will
endeavor to complete by December 31, 2013.

el to:

Y b~ M (i helia

Ray Hoffman, Birector Date Chuck Clarke, CEO Date
Seattlc Public Utilities Cascade Water Alliance

Attachment: Revised Exhibit 1. dated July 11,2013



REVISED EXHIBIT 1
July 11,2013

2. Those agreements providing wholesale water supply to Non-Cascade Member wholesale
customers as of January 31, 2013 as referenced in Section 3.6 B.2:

a)

b)

d)

Bellevue to WD 1 (Yarrow Point)

@ NE 38" & 92™ Ave NE
@ NE 42™ & 92" Ave NE

Bellevue to KC WD 22 (Beaux Arts)’

(! 108" Ave SE & SE 28" St

City of Issaquah to Issaquah Highlands Community Assoc for the Grand Ridge Drive Water
Utility

(@ NE Harrison Dr & Grand Ridge Dr

Sammamish Plateau W&SD to Overdale Water Assoc’

@ $215 229™ Ave SE near SE 52" St

Other relevant Agreements as referenced in Section 4.4:

a)

List of electric contracts for pump stations owned and operated by Cascade Members and

connected to the Tolt Eastside Supply Line according to Section 8.6 B.3 of this Agreement:

1. Between the City of Bellevue and the City of Seattle, effective August 1983, pursuant to
Ordinance #111276 for SE 28" pumping station (50% / 50%) and N.E. 8" pumping station
(Bellevue 60% / Seattle 40%)

b) Sammamish Plateau W&SD to/from Northeast Sammamish W&SD?

@ 216" Ave NE & NE 17"
@ 1910 226™ Ave NL:

Redmond/Woodinville Water District Interlocal Agreement and 7 Amendments’

. Eastof 184" Ave NE

. Blakely Ridge (Trilogy)

177" Ave NE & 184" Ave NE
167" Ave NE & 172™ Ave NE
. Shadowbrook Phase [1

5. Redmond Assembly Plat

. East of 176" Ave NE

LU T S DY 36
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REVISED EXBIBIT 1
July 11,2013

d) Skyway from Renton'®
@ 80™ Ave S & S 116" St

¢) Interlocal Agreement Implementing the Citly o’r Bellevue’s Partial
Assumption of the Coal Creek Utility District''

(e Hazelwood Ln

(@, SE 64" & 1ake Washington Blvd
@ 114" Ave SE

@ 119™ Ave SE

(e 123" Ave SE

@ Newcastle & 126™ Ave SE

@ Newcastle & 128" Ave SE

(w Coal Creek & SE 66™ ST

Notes:

" No agreement exists for this intertic connection. Cascade reported as emergency intertic,

* See Section 5 of the Agreement for Joint Operation of Water Storage Facilities.

* See Section 5 of the Agreement for Joint Lease, Construction and Operation of Water Storage and
Transmission Facilities, generally for wheeling.

4 Emergency purposes includes meeting peak demand. Any agreement for use for purposes other than
emergency under Section 4 of the Agreement not included here

* Fmergeney purposes, max quantity 2.7 MGD.

( ascade reported as seasonal supplemental supply.

Cascade reported that by resolution, converted from emergency supply Lo continuous wholesale supply
andmgD assumption of the Overdale service area expected within a year.

L ascade reported as continuous supply through “zero-net exchange”.

" Jnterlocal agreement establishes common service area boundary, provisions for District to supply water
to Redmond for certain service areas. and to determine on case by case basis which entity will serve
developments that straddle common service boundary line.

' See Section 4 and Exhibit B of Contract for Water Supply and Joint Storage and Transmission.
' See Section X1V of the Interlocal Agreement.




SEATTLE PUBLIC UTILITIES & CASCADE WATER ALLIANCE
MANAGEMENT AGREEMENT No. 9

REVISIONS TO EXHIBIT 11

This Management Agreement No. 9 is entered into pursuant to Section 4.1 of the 2" Amended and Restated Declining
Block Water Supply Agreement between the City of Seattle (“Seattle”) and the Cascade Water Alliance (“Cascade”),

dated July 15, 2013 (“Agreement”).

Management Agrecment

1. The revised exhibit attached and incorporated herein as “Revised Exhibit II” replaces the existing Exhibit I in
the Agreement in its entirety.

Agreed to:

S/22 /0
Date

Ray Hofftnan, Director Chuck Clarke, CEO
Seattle Public Utilities Cascade Water Alliance

Attachment: Revised Exhibit IT, dated March 27,2014



Exhibit II

CASCADE POINTS OF DELIVERY", MINIMUM HYDRAULIC GRADIENTS, AND
MAXIMUM FLOW RATES OF WATER SUPPLIED

MINIMUM | MAXIMOM FLOW
POINT OF DELIVERY (POD) HYDRAULIC | UPTO WHICH
. | GRADIENT HYDRAULIC
UPSTREAM OF GRADIENT IS
CASCADE SEATTLE o SEATTLE GUARANTEED
. MEMBER SEATTLE PIPELINE SEATTLE CASCADE MEMBERS CASCADE METER UNDER THE
SEATTLE METER LOCATION OPERATING STATION METER MEMBER b 80
SEGMENT SERVED (FEET NAVD-88 | AGREEMENT
DOWNSTREAM| NUMBER |TCOMENT g7 ) METER(S), N
OF POD Ny r'n! (gpm)
1320d Ave. NE & NE 113th Street Kirkland 74 ) 16" | Kirkiand, Redmond 12" 535 3,540
132nd Ave. NE & NE 85th Stroer Kirkland 75 1 16" Kirkland, Redmond None 535 4.890
140th Ave. NE & NE 70th Street © Kitland 7 2 120 Kirkland, Redmond 120 520 1,430
1 140t Ave. NE & 40th Strest Believue 65 2 10" Bellevue, Redmond 187 500 3,800
132nd Ave. NE a wo_.w& Road Bellevue 62 2 12" Bellevue 12" 470 4.200
I32nd Ave. NE az_uﬁsmﬁn Bellevue 63 2 10" Bellevue 3__% e 4ss i 3.900
Gwa ?a zm & NE 8th Street Bellevue 61 2 24 Bellevuc, Redmond 16" 460 3,000
145t P1, SE & SE 28h Street Bellevue 58 3 12" wn:uén 16" 470 m.é
14509 SE Newport Way Bellevue 60 3 10" Bellevue, Issaquzh 12° 525 ; 2,300
B e WO=0<_.~O g&:ﬂv-: o - :
14. ) \J ? “n u 1 rop {6) i
4509 mmzséoa Way wo__samr ) 182 3 10 . b Plaser, | 12788 oo 5,810
E.a Ave SE & SE 26th ST Bellevue 59 8 8" Bellevue 8" 425 i 1300
§§ Ave. SE & Newport Way Bellevue 56 3 8" Bellevye 8" 435 800
" 128th Ave SE & SE 36 st Bellevue 47 8 8" Bellevue 6" 440 Backup service
128th Ave SE & Newport fuw Bellevue 55 8 - 6" Bellevus 6" 435 625
128th Ave SE & SE 70tk ST N/A 52 8 12 Bellevue 445 1700 P




MINIMUM | MAXIMUM FLOW
POINT OF DELIVERY (POD) HYDRAULIC UP TO WHICH
UPSTREAMOF | GRADIENTIS
Mmin | SEaTTLE | ST AT gy s | CASCAE | SEATILE | GUARANTERD
SEATTLE METER LOCATION OPERATING | STATION | . - 0o | METER SERVED MEMBER | oo o ovD 88 | ACREEMENT *©
_.cﬂmw%_w»z NUMBER |"Coers |SIZE GN) zmﬁ&mr Datum) ® i
Mercer Is. Pipeline & 108th Ave. SE Bellevwe | 66 9 8 Bellevae 8" 420 800
F: mm..;sm.».ﬁmima,mm;uw E.i ] Belewe | 124 9 & Bellevue L . | 1400 .IH
ComellAvS &S LiZbSvet_ S 12 M Shyway B N L. o
 B4th Ave. S & S 134th Street Skyway 1 10 8" Skyway None 455 ﬁ 210
wnsg_ MﬁimMm m& Street , -m_qs.& ) 5 ' v | mazé 8" 453 720
W Eam.ﬁ Place & § 1020d ST | Tukwiia 170 s 12" Tukwila 12° 300 a0
| B u.._.a AveS & S Leo Stroct Tukwila 169 R 8" Tukwila 8 [ as .-11-iluol o
B 39 AveS &S <.So_...!wn“n.. o Tukwila 173 l_m - 6" ?_?__p .m: 425 wmo.sv Anm._om
[ South Center Parkway & Tukwile vﬂws& . Tukwila 13 13 10° -<-._.=w§_u 10" 80 800 N
: iﬁf__.awm,.i & S 162nd Street Tukwila | 4 | 13 | & Tukwile O 460 ,.wﬁw% ——
" Christensen Rd. & Baker Rd Tukwila 15 13 3" Takwila | 10 460 840 .
3rdAveS&S 160m Srest Tukwila 16 13 6" Tukwile 6" 460 2
E Marginal Way & S 112th Street " Tukwila 183 15 12" Tukwita 12¢ a5 900
7749 F. Marginal Way § Tukwila 168 20 12~ Tukwile 2" ) NA ] Backup service * s
| Trilogy Parkway NE & NE 125 Street (East le— Tea s | m&aaw. Sammariish i T a0 1 Ncs..m,l-f;
L wu_%. _.ﬂrwmw 7;m W,_m 125 Stret (st ,1.|zwm_ﬂoa 136 28 v | Redm ._auﬁu- _ _m, H}I.;mo . wm?.m_mm.ﬁ Supp: a.iM |
160th Ave NE & NE 104th Street Redmond 165 28 10" Redmond 16 515 2420
' NE 17204 Stroet & Tolt Pipeline No. 2 “Redmond | 185 28 6" Redmond T 515 Redundant ..m%nm. .
. TOTAL: 51,375




MINIMUM _ MAXIMUM FLOW
POINT OF DELIVERY (POD) HYDRAULIC | UPTOWHICH
GRADIENT | HYDRAULIC
R — | | g
MEMBER | SEATTLE | pituE eparie CASCADE MEMBERS | CASCADE j A
SFATTLE METER LOCATION OPERATING | STATION METER ] MEMBER METER = i UNDERTIE
SEGMENT SERVED (FEET NAVD-88 | AGREEMENT 9
DOWNSTREAM| NUMBER NUMBER | SZE IN) METER(S), fa ]
OF POD . (N)® Datem)™ (pm)

10.

Ngtes:
Al; Points of Delivery (PODs}) provide 2 wholesale ievel of service. Seattle bears no respons'bllity for retall service level obligations, such as fire flow or emergency backup.

This column is for informational Purposes only, i.e., there are no related terms or conditions under the Agreement. Cascade will be responsible for providing Seattle with updated Cascade
Member information from time to time.

These minimum hydraulic gradients and maximum flows relate to contractual conditions under the Agresment, but do not necessarily reflect practical or operational limits at particular PODs.

Except es provided in Note 7 below, all or some of the maximum flows allocated to each POD may be reallogated to another POD on the same Pipeline Segment Number, including those PODs
designated as Backup Services. In that case, minimum hydraulic gradients are not guaranteed.

Flow branches into two metered Bellevus pipelines downstream of Station 63.

The 12" Bellevue meter is located at 4112 161% Ave SE. The two 8" meters that each serve Issaquah and the Sammamish Plateau are located at 16104 SE Newport Way in a single meter vauit.

The maximum flow shown is the portion serving Bellevue via Coal Creek Utility District. All ora portion of this maximum flow may be reallocated fram this POD to other PODs on the same
Pipeline Segment Number, but additional flows from other PODs may not be reallacated to this POD.

When a Backup Service is the only POD on a Pipeline Segrment Number, the Cascade Member operating the Backup Service can re-allocate alt or portions of the maximum flows from other
PODs it operates to that Backup Service, regardiess of Pipeline Segment Number. In that case minimurn hydraulic gradients are not guaranteed.

The maximum fiow that can be shared between Stations 164 and 186 is 2,900 gpm.

The maximum flow that can be shared between Stations 165 and 185 Is 2,420 gom,







CITY OF BELLEVUE, WASHINGTON

2664-RES
5/30/2012

RESOLUTION NO. 8408

A RESOLUTION authorizing and directing the City
Manager to execute the Amended and Restated
Cascade Water Alliance Interlocal Contract.

WHEREAS, the Cascade Water Alliance (Cascade) was formed in April 1999
pursuant to an Interlocal Contract for the purpose of providing water supply to meet
the growing demands of its members, including the City of Bellevue; and

WHEREAS, the Board of Directors of Cascade passed a resolution for the
purpose of adopting amendments fo the Interlpcai Contract in November, 2002; and

WHEREAS, the Amended and Restated Interlocal Contract establishes an'
overall structure and core principles for the relationship between Cascade and its
members and provides flexibility to Cascade to accomplish its mission; and

WHEREAS, supporting the Interlocal Contract begins to fully implement
Cascade’s role which includes; 1) establishing Cascade as the fourth major water
supply agency in the region; 2) creating a regional organization representing
Eastside interests; and 3) allowing Bellevue and other Cascade members the ability
to determine their own water supply future; now, therefore,

- THE CITY COUNCIL OF THE CITY OF BELLEVUE, WASHINGTON, DOES
RESOLVE AS FOLLOWS:

Section 1. The City Manager or his designee is authorized and directed fo
execute the Amended and Restated Cascade Water Alliance Interlocal Contract, a
copy of which Contract has been given Clerk’s Receiving No. &

Passed by the City Council this ﬂ‘day of ,%Q/;’LL/ , 2012,

and signed in authentication of its passage this 4th d y of % ,

2012.
(SEAL)

Conrad Lee, Mayor '
Attest:

Myrna L. Basich, City Clerk
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CASCADE WATER ALLIANCE
JOINT MUNICIPAL UTILITY SERVICES AGREEMENT

RECITALS

A. WHEREAS, the Members of Cascade Water Alliance (“Cascade”) entered into an Interlocal
Contract (“Interlocal Contract”), effective April 1, 1999, and amended and restated on December 15,
2004, and on October 26, 2011. Under the Interlocal Contract, Cascade was created as a public body and
an instrumentality of its Members, which exercised essential governmental functions on its Members’
behalf as authorized by the Interlocal Cooperation Act (Chapter 39.34 RCW), and has been functioning as
a watershed management partnership, as authorized by RCW 39.34.200. Cascade was incorporated as a
public nonprofit corporation in the manner set forth in the Nonprofit Miscellaneous and Mutual
Corporations Act (Chapter 24.06 RCW).

B. WHEREAS, Section 3.3 of the Interlocal Contract provides that Cascade may be converted
into a separate municipal corporation if and as permitted by law, and that upon the creation of such a
separate municipal corporation, all Cascade rights and obligations and all Member rights and obligations
shall transfer to that new municipal corporation. Section 10.4 of the Interlocal Contact provides that
“upon a 65 percent Dual Majority Vote (ratified within 120 days by 65 percent), as measured by Dusl
Majority Vote of the Members’ legislative authorities, all assets, liabilities, and obligations of Cascade
may be transferred to any successor entity (including, without limitation, a joint operating agency or other
municipal corporation, as permitted under state law), and all obligations of Members and parties
contracting with Cascade become obligations to the successor entity.” Cascade’s Board resolutions also
reserved Cascade’s right to convert into a municipal corporation.

C. WHEREAS, the Washington Legislature enacted the Joint Municipal Utilities Services Act,
(Chapter 258, Laws of 2011), codified as Chapter 39.106 RCW (“the Act”), which provides in RCW
39.106.080 for the conversion of existing an intergovernmental entity formed under the Interlocal
Cooperation Act (Chapter 39.34 RCW) into a joint municipal utility services authority under the Act, if:

e The public agencies that are parties to an existing interlocal agreement would otherwise be
eligible to form an authority to provide the relevant utility services;

s Those public agencies amend, restate, or replace that interfocal agreement so that it materially
complies with the requirements of RCW 39,106.050;

o The amended, restated, or replacement agreement is filed with the Washington state secretary
of state consistent with RCW 39.106.030; and

e The amended, restated, or replacement agreement expressly provides that all rights and
obligations of the entity formerly existing under Chapter 39.34 RCW or other applicable law
will thereafter be the obligations of the new authority created under Chapter 39.106 RCW.

Joint Municipal Utility Services Agreement 1 March 28, 2012
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D. WHEREAS, under the Act, upon compliance with the requirements set forth in Recital C
above, the new joint municipal utility services authority shall be a successor of the former
intergovernmental entity for all purposes, and all rights and obligations of the former entity shall transfer
to the new joint municipal utility services authority. Those obligations shall|be treated as having been
incurred, entered into, or issued by the new joint municipal utility services authority, and those
obligations shall remain in full force and effect and shall continue to be enfdrceable in accordance with
their terms. i

E. WHEREAS, in accordance with Sections 3.3 a!nd 10.4 of the Interlocal Contract, Cascade’s
Members (who are all public agencies that are parties to all_l existing interlocal agreement ) are otherwise
eligible to form a joint municipal utility services authority; under the Act to ide the relevant utility
services. :

F. WHEREAS, Cascade’s Members intend to amend and restate
compliance with the Act in order to convert Cascade into a joint municipal

G. WHEREAS, Cascade’s Members intend to transfer all Cascade
obligations to the joint municipal utility services authority, to be created as

H. WHEREAS, Cascade’s Members intend that, as a joint municipa] utility services authority, it
will constitute a municipal corporation and will no longer function as a watershed management

partnership.

Interlocal Contract in

ility services authority.
ights, assets, liabilities, and
ovided herein.

NOW, THEREFORELE, it is agreed by Cascade Members as follows:

ARTICLE 1. Agreement.

Effective upon approval by 65 % Dual Majority Vote of the Board (as ratified within one
hundred and twenty (120) days of such Dual Majority Vote by 65% Dual Majority of the Members’
legislative authorities) the Interlocal Contract is hereby amended and restateql as provided herein under
the authority of the Act and shall be known as the Cascade Water Alliance Jgint Municipal Utility
Services Agrecment.

ARTICLE 2. Definitions.

“Act” means the Joint Municipai Utilities Services Act, codified as Chapter 39.106 RCW, or as
hereafter amended. :

|
“Agreement” means this Joint Municipal Utilities Services Agreement.

“Asset Transfer Agreement” means an agreement between Cascadg and a Member by which
the Member transfers title to Water Supply Assets to Cascade, with or without monetary consideration, to
be operated and maintained as part of the Cascade Water Supply System.

"Authority" means a joint municipal utility services authority formed under the Act and the
successor in interest to Cascade as an interlocal agency.

Joint Municipal Utility Services Agreement 2 March 28, 2012




“Authorized Issuer” means either: (a) Cascade (or a successor entity); or (b) a8 Member or other
entity authorized to issue Bonds for the benefit of Cascade approved by Resolution of the Board.

“Board” means the Board of Directors of Cascade.

“Bonds” means short-term or long-term bonds, notes, warrants, certificates of indebtedness, or
other obligations issued by, or on behalf of Cascade.

“ByLaws” means the ByLaws of Cascade, as adopted and amended by the Board.
“Cascade” means Cascade Water Alliance, a joint municipal utilities services authority.

“Cascade ERUs” (“CERUs”) means equivalent residential units, calculated according to the
Regional Capital Facilities Charge Methodology.

“Cascade Supply Date” means the date, established by a Resolution of the Board for each
Member upon which Cascade undertakes a Supply Commitment.

“Demand Share” means either a Member’s current share of water provided through the Supply
System, or estimated share of water to be provided through the Supply System, whether Full Supply or
Interruptible Supply, expressed in millions of gallons per day. Demand Share is calculated according to
the Rate Calculation Methodology.

“Dual Majority Vote” means Board approval of a proposal on the basis of a simple majority of
all Members, allowing one vote per Member, together with a simple majority of all Members on the basis
of each Member’s Weighted Vote. A “simple majority” means a majarity of all Members of Cascade, not
just the Members present and voting,

“65% Dusl Majority Vote” means Board approval of a proposal on the basis of a 65%
supermajority of all Members, allowing one vote per Member, together with 65% supermajority of all
Members on the basis of each Member’s Weighted Vote. A “supermajority” means 65% of all Members
of Cascade, not just the Members present and voting.

“Gross Cascade Revenue” means all of the earnings and revenues received by Cascade from
any source whatsoever including but not limited to: (a) Member Charges; (b) revenues from the sale,
lease or furnishing of commodities, services, properties or facilities; (c) the receipt of earnings from the
investment of money in any maintenance fund or similar fund; and (d) withdrawals from any rate reserve
or rate stabilization fund or account.

However, Gross Cascade Revenue shall not include: (a) principal proceeds of Bonds or any other
borrowings, or earnings or proceeds from any investments in a trust, defeasance or escrow fund created to
defease or refund obligations relating to the Water Supply System (until commingled with other earnings
and revenues included in Gross Cascade Revenue) or held in a special account for the purpose of paying a
rebate to the United States Government under the Code; (b) taxes and other income and revenue which
may not legally be pledged for revenue bond debt service; (c) improvement district assessments; (d)
federal or state grants allocated to capital projects; (¢) payments under Bond Insurance or other credit
enhancement policy or device; (f) insurance or condemnation proceeds used for the replacement of capital
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i
projects or equipment; (g) earnings in any construction fund or bond redemption fund; (h) deposits to any

rate reserve or rate stabilization fund or account; or (i) any revenues generated by any Independent Supply
except those amounts that are payable to Cascade pursuant to this Agreement or another agreement.

“Independent Supply” or “Independent Supplies” means a Mem
that are not part of the Supply System.

“Joint Municipal Utilities Services Act” or “Aet:” means Chapter 39.106 RCW, or as hereafter
amended. |

er's Water Supply Assets

“Member” or “Members” means one or more member agencies of{Cascade.

“Member Charges” means all payments that Cascade Members ar¢ required by this Agreement
to make to Cascade, including but not limited to all Rates and Charges, RCFCs, dues, assessments and
other payments from Members. : )

“Net Cascade Revenue” means Gross Cascade le.venue less Operations and Maintenance Costs.

“Non-Member” means any person or agency tlmt‘iis not a party to this Agreement.

i

“Operations and Maintenance Costs” or “O&M Costs” means all expenses incurred by
Cascade to operate and maintain the Supply System in good repair, working prder and condition,
including without limitation, payments made to any other public or private entity for water or other utility
service. Except as approved by the Board, Operations and Maintenance Costs shall not include any

depreciation, capital additions or capital replacements to the Supply System.
. a

“Rates and Charges” means the rates and charg&: (not including R(

Member using the Rate Calculation Methodology plus any late payment or othe

“Rate Calculation Methodology” means the method of setting Ratq
the Board in accordance with Section 7.5

“Regional Capital Facilities Charges” (“RCFCs”) means the charge
CERUs connected to that Member’s water distribution system.

“Regional Capital Facilities Charge Methodology” (“RCFC Me
method of determining the RCFCs adopted by the Board in accordance with $ection 5.5.

the Board, including but
not part of the Member’s

s) chargeable to each
charge that may be due,

and Charges adopted by

to each Member for new

“Satellite Systems” means water supply facilities identified as such
not limited to facilities that serve a portion of a Member’s customers but that s
main water system. 1

“Shortage Management Plan” means the plan adqpted by the Board in accordance with Section
73.1. |

“Supply Commitment” means the obligation undertaken by Cascade, established by Resolution
of the Board to supply water to a Member. With respect to Members, that obligation shall be
characterized as “Full Supply Commitment,” or an “Interruptible Supply Commitment” defined as
follows: ?
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“Full Supply Commitment” or “Full Supply” for any or all of a Member’s water needs means
that those needs, as projected in the Cascade Water Supply Plan and as agreed to by that Member, shall be
met from the Supply System, net of Independent Supply and subject to the other limitations established in
this Agreement, on an equal parity with all other Full Supply Commitments, and with a guaranteed
priority no lower than for any other Supply Commitment made by Cascade; provided that no Member is
guaranteed any given amount of supply or capacity.

“Interruptible Supply Commitment” or “Interruptible Supply” means a supply of all or part
of a Member's water needs from the Supply System on an as-available basis on a lower priority than any
Full Supply Commitment.

The Supply Commitment for a Member shall be defined by this Agreement, the terms and
conditions of membership, and the Supply Commitment resolution.

“Supply System”™ or “Water Supply System™ means the Water Supply Assets owned or
controlled by Cascade.

“Water Supply Assets” means tangible and intangible assets usable in connection with the
provision of water supply, including without limitation, real property, physical facilities (¢.g., dams,
wells, treatment plants, pump stations, reservoirs, and transmission lines), water rights, capacity and/or
contractual rights in facilities or resources owned by other entities, and investments in conservation
programs and facilities.

“Watershed Management Plan” means any Watershed Management Plan that existed on the
effective date of the Authority which shall be considered a plan of the Authority.

“Water Supply Plan” or “Cascade’s Water Supply Plan” means the Cascade’s Regional
Water Supply Plan adopted by the Board as provided in Section 8.1.

“Weighted Vote” means a vote in which each Member’s vote is counted according to the
Member’s Demand Share, but no Member shall have a Weighted Vote of less than one.

ARTICLE 3. Formation of Entity; Purpose and Powers.

Section3.1  Formation. Effective on the date of filing of this Agreement with the
Washington state secretary of state, Cascade shall be a joint municipal utility services authority formed
under the Act; and is the successor for all purposes to the former Cascade created under the Interlocal
Contract as an intergovernmental entity existing under the laws of Chapter 39.34 RCW; and is no longer
functioning as a watershed management partnership. All rights and obligations of the former
intergovernmental entity are transferred to Cascade, the new Authority, which obligations shall be treated
as having been incurred, entered into, or issued by Cascade, the successor, and those obligations
(including without limitation, outstanding Bonds issued by the former Cascade) shall remain in full force
and effect and shall continue to be enforceable in accordance with their terms,

Cascade Water Alliance, as a joint municipal utility services authority, is a municipal corporation.
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Section3.2  Membership. Subject to restrictions on future Casca
limitations upon place of use of water supply imposed by contract or permit, any city, town, county,
water-sewer district, public utility district, other special purpose district, municipal corporation, or other
unit of local government of this or another state that provides utility services, and any Indian tribe
recognized as such by the United States government (or as may be allowed by amendments to the Act)
may be admitted as a member of Cascade. The decision to admit new Members rests with the sole
discretion of the Board, which shall determine whether to'extend a membersh ip offer taking into
consideration the audit findings (as described in this Section 3.2), Cascade water resources, and any other
factors the Board deems advisable. |

When an entity that is eligible for membership under the Act, appligs for membership, Cascade
shall conduct a water supply audit according to the methodology and within|the period determined by the
Board. Audit results shall be provided to the Board and to the applicant.

If a membership offer is extended, it shall addrmst the nature of the Water Supply Assets being

with this Agreement, the conditions under which an applicant becomes a Me
applicant for membership shall be admitted by adoption of a Resolution of the Board accepting the
application for membership and incorporating the terms and conditions of membership.

Each membership application must be accompan.i;i:d by a nonrefundgble application fee based on
the estimated cost of the audit and other costs related to the admission of a new Member or a request for
new supply. The Board shall set the application fee for each applicant based|on the estimated cost of
processing the application, including the cost of the audit. .

As a condition of membership, each new Member admitted to Cascafe shall, in addition to any
other applicable fees, rates, charges or assessments, pay to Casoadc the membership fee, as established by
the Board.

If an applicant’s planning process or plans are matérially out of comy
of applicable state law, the Board may condition an offer of membership upo
with that state law. |

liance with the requirements
n the applicant’s compliance

i
Section3.3  Purposes. Cascade’s purposes include those relatedto water resources, or any
other utility service as allowed under the Act, as authorized by a unanimous vote of the Board, and do not
include the provision of other general services to the public, and are to:

a. provide a safe, reliable and high quality drinking water supply to meet the current and
projected demands of Cascade Members, and for non-Members as determined by Cascade,
and to carry out this task in a coordinated, cost-effective, and environmentally sensitive
manner; l
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b. develop, contract for, manage, acquire, own, maintain and operate Water Supply Assets,
including without limitation, surface water supplies, groundwater supplies, reclaimed water
supplies, and other water supply resources as determined by the Board;

c. purchase and provide water supply, transmission services, treatment facilities and other
related services; :

d. provide conservation programs to promote the wise and efficient use of resources;

e. cairy out emergency water supply and shortage management programs for its Members when
demands exceed available supply;

f. coordinate and plan cooperatively with other regional or local water utilities and other entities
to maximize supply availability and to minimize system costs;

g develop a Water Supply Plan addressing the needs of Cascade and its Members and Cascade
itself and develop a regional water supply plan with other water providers as Cascade may
. find convenient or necessary to meet regional, state and federal planning requirements, and to
take a leadership role in developing and coordinating those supply plans;

h. share costs and risks among Members commensurate with benefits received; and

" i, carry out, or to further other water supply purposes that the Members determine, consistent

with the provisions of this Agreement.

Section3.4  Powers. To further its purposes, Cascade has the full power and authority to

exercise all powers authorized or permitted under the Act and any other laws that are now, or in the future
may be, applicable or available to Cascade and to engage in all activities incidental or conducive to fulfill
the purposes set forth in Section 3.3 of this Agreement, including but not limited to the authority to:

acquire, construct, receive, own, manage, lease and sell real property, personal property,
intangible property and other Water Supply Assets;

operate and maintain facilities;

. enter into contracts;

administer personnel matters in a manner generally consistent with the laws applicable to a code
city (population over 20,000), to the extent applicable and with discretion left to the Authority, to
the fullest extent otherwise permitted by law, related to the appointment, removal and/or
compensation of officers, the establishment and/or administration of employee health and welfare
benefit programs, and/or the establishment and/or administration of civil service/merit systems,
retirement benefits/systems, and/or pension benefits/systems;

sue and be sued;

exercise all powers of eminent domain granted under Chapter 8,12 RCW and other applicable
statutes (c.g. Chapter 8.25), now or as hereafter amended;
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impose, alter, regulate, control and collect rates, charges, and assessments;

h. purchase and sell water and services within and outside the geographi
Members;

1 boundaries of its

i. borrow money (through its Members or other entities at their mdmil‘:l discretion or as

authorized by the Act and this Agreement now or as hereafier amen
financing arrangements;

), or enter into other

J- lend money ot provide services or facilities to any Member, other ggvernmental water utilities, or

governmental service providers;

i
k. invest its funds; !

1. establish policies, guidelines, rules or regulations by either ByLaws or resolution to carry out its

powers and responsibilities;

!
i

m. purchase insurance, including participation in poofed insurance and
indemnify its Members, its Board of Directors and Altemate Board
employees in accordance with law;

n. exercise all othet powers within the authority of, and that may be exe:

its Members with respect to water supply, conservation, reuse, treatmen

of the other purposes set forth in Section 3.3;

o. exercise, without limitation, all other corporate powers that Cascade
relating to its formation and that are not inconsistent with this Agre
applicable law;

self-insurance programs, and

embers, officers and

ised individually by all of
and transmission, or any

gy exercise under the law

ement or the Act or other

p. for the purposes of contracting and public works, exercise all powers|of a code city (population

over 20,000) under RCW 35A.40.200 - 35A.40 210 now or as hereafi

q. for disposal of surplus property, exercise all powem granted under R
hereafter amended, to code cities;

r. in the event Cascade charges connection charges or Rates and Cha

available to its customers’ property on a retail basxs, exercise all powers
57.08.081, now or as hereafter amended, for the est.abhsh.ment of liens

s. for purposes of a Cascade code of ethics, exercise dll powers of a mi
observe the requirements under Chapter 42.23 RCW, now or as herez

ARTICLE 4. Organization Structure; Board. 3

Section 4.1 Composition, ByLaws and Meetfngs. Cascade is g¢
Directors consisting of one individual representative appoirited by Resolution
legislative authority. Members may similarly appoint Alternate Board Memb
and each Alternate Board Member must be an elected official of the Member.
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The Board shall adopt ByLaws consistent with this Agreement that specify, among other matters,
the month of Cascade’s Annual Meeting, Board powers and duties and those of the Executive Committee,
Standing Committees, Officers and employees.

The Board shall meet as required by the ByLaws, but not less than quarterly.

Section4.2  Powers of the Board. The Board has the power to take all actions on Cascade’s
behalf in accordance with voting provisions set forth in Section 4.3. The Board may delegate or assign to
the Executive Committee or to specific Cascade Officers or employecs any action that is not cxpressly
reserved to the Board under this Agreement.

Section4.3  Voting, All Board actions must be approved by Dual Majority Vote of all
Members, except where this Agreement requires either a 65% Dual Majority Vote, as provided in
Sections 4.7, 5.5, 7.3, and 7.5; or ratification by the Members' legislative authority, as provided in
Sections 9.3 and 9.4 and Article 10. The Board may act by voice votes, as set forth in the ByLaws. Any
Member may require a recorded tabulation of votes either before or immediately after a voice vote is
taken. Although voting is, in part, based on Weighted Vote, the Members expressly agree that there is
only one class of voting membership, and voting occurs within that single class.

Any Member that has been declared to be in default of its obligations under this Agreement by
the Board shall lose its right to vote until the Board has declared the default to be cured.

Section44  Officers and Committees. Cascade Officers shall include a Chair, a Vice Chair,
a Secretary, and a Treasurer. The Chair serves as the chair of the Board (and may be known as the

“President”, if the ByLaws so designate) and performs those duties set forth in the ByLaws.

The Vice Chair shall perform the duties of the Chair in the Chair’s absence and shall perform
other duties as set forth in the ByLaws. The Secretary shall be responsible for Cascade records and
perfornt’other duties as set forth in the ByLaws. The Treasurer shall be responsible for Cascade accounts
and financial records and perform other duties as sct forth in the ByLaws.

Consistent with the provisions of this Agreement, the Board may, in the ByLaws, establish
additional Officers and set forth their duties.

The Board may create and appoint Members to Standing Committees and special committees as it
deems appropriate. Committee Members need not be elected officials or employees of Members, but
Standing Committee Chairs must be Board Members or Alternate Board Members.

Section 4.5 Executive Committee. The Chair, Vice Chair, Secretary, and Treasurer shall
constitute Cascade’s Executive Committee. The Chair (or acting Chair) shall vote on matters before the
Executive Committee only if necessary to break a tie. The Executive Committee’s duties and
responsibilities are set forth in the ByLaws. The Executive Committee shall not have the power to:

a. approve any contract for a term longer than three (3) years;
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b. approve any contract involving expenditure by, or revenue to Cascade in excess of such
amounts and under such circumstances as set forth in the Z[Laws;

c. retain or dismiss the chief executive officer or determine
compensation; or
d take any actions expressly reserved to the Board by this Agreement or the ByLaws.

The Executive Committee shall have the authority, if necessary, to avoid default on any Bond, to |
withdraw from any capital reserve fund or rate stabilization fund, an amoun| equal to the amount
necessary to avoid a default and to authorize payment of that amount to avojd default.

chief executive officer’s

Section 4.6 Staff, Consultants and Contractors. Cascade staff shall consist of a chief
executive officer and other positions established by resolution of the Board.| The Board shall appoint,
designate the title of, and establish the compensation range of the chief executive officer. The Board shall
hire auditors for Cascade. The chief executive officer majr hire all other staff and consultants, and those
appointments may be subject to ratification by the Board or the Executive Committee if the ByLaws so
provide. The Board may also provide that administrative,; lprofwswnal or teghnical services be performed
by contract.

1

Section 4.7 Budget; Dues; Financial Management. The B shall approve a budget for
each fiscal year, determining Cascade’s revenues and expenditures no later sixty (60) days before the
beginning of the fiscal year in which that budget will be in effect. The budggt shall be developed and
approved according to a schedule established by the ByLaws. The budget must identify the levels of
Member Charges on which revenue projections are based. The Board may amend the budget.

Each Member shall pay dues to defray part or all of Cascade’s administrative costs based on the
number of CERUS served by its water system, regardless of water usage or capacity, and regardless of
whether those units are served by the Supply System or by Independent Supply. Total administrative
dues collected from all Members may not exceed nine perc;ent (9%) of Cascade’s revenue requirement.
This limit may be amended in the budget by a 65% Dual Majority Vote of the Board. The Board may
establish minimam dues per Member and may provide that less than all of a Member’s CERUs be taken
into account in establishing dues.

All Cascade books and records shall be open to inspection by the W4shington State Auditor.

The Board shall approve, by Resolution, the treasu!‘ner of Cascade, which may be the treasurer or
chief finance officer of any Member, or the treasurer of any Washington
located; or, if the total number of utility customers of all oi;' the Members of Cascade is greater than two
thousand five hundred (2,500), the treasurer may be an officer or employee of Cascade (or as may be
allowed by amendments to the Act). ?

ARTICLE 5. Asset Development and Supply Commitment.

Section 5.1 Property Acquisition, Ownership and Dispositio
purchase, rent, lease, manage, contract for, or otherwise acquire and dispose

Cascade may construct,
f Water Supply Assets and
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other assets. Cascade may control and manage both the assets it owns and the assets that are owned by
Members that have transferred control and management of those assets to Cascade. This Agreement does
not vest in Cascade any authority with respect to Members’ other facilities or assets, such as Water
Supply Assets retained by Members as Independent Supply.

| Subject to Cascade’s agreement, a Member may transfer to Cascade its title to, or operational
control and management of Water Supply Assets. Water Supply Assets may also be fully retained by
Members as Independent Supply, subject to the provisions of Article 6. At the discretion of the Board,

. Cascade may accept title to, or operational control and management of Water Supply Assets offered by

Members or accept ;upply assets that constitute all or part of a Member's Satellite System(s). The Board
may accept supply assets subject to the terms and conditions arranged between Cascade and the Member,
based on the result of the audit process and mutual needs. .

Cascade may enter into Asset Transfer Agreements which shall prowde for the terms and
conditions of: (a) Cascade’s operation of the transferred Water Supply Asset with respect to the Member
transferring the asset; (b) Cascade’s operation, maintenance and replacement of the Water Supply Asset
as part of the Supply System; (c) return or disposition of the Water Supply Asset if Cascade terminates its
existence or the Member withdraws; (d) continuation of service (if appropriate) to Members or former
Members by the Member receiving the Water Supply Asset at reasonable rates and charges or payment to
Cascade of the cost of replacing the Water Supply Asset; and (€) such other conditions as the Board and
the Member agree upon: '

Subject to Cascade’s agreement, a Member that transfers title or operation, control and/or
management to Cascade of any Water Supply Asset shall be deemed to also transfer, assign and/or
convey the franchises, if any, associated with that Water Supply Asset.

Members shall not be deemed to hold legal ownership rights in any Water Supply Assets owned
by Cascade whether those Water Supply Assets have been developed by, purchased by, or transferred to
Cascade, and regardless of the accounting treatment of RCFC payments and other payments made to
Cascade.’

Section 5.2 Supply Commitment

Section5.2.1 Commitment to Members.. Beginning on the Cascade Supply Date,
Cascade shall provide a Supply Commitment to each Member. Cascade shall provide a Full Supply
Commitment to a Member that joins with Water Supply Assets sufficient to provide for its needs during
the following fifteen (15) years (whether or not those Water Supply Assets are transferred to Cascade or
retained as Independent Supply.)

Any Full Supply Commitment shall be subject to water shortages, to Cascade’s ability to
implement the Water Supply Plan, and to the portion of the Member’s needs that can be served by the
audited capacity of its Independent Supply. If the needed supply is not available, the shortage shall be
shared by all the Members in accordance with Cascade’s Shortage Management Plan, except as otherwise
provided in Section 5.5. Cascade shall be obligated to provide water supply to the entire service area of
cach Member (as that service area is defined in terms under which the Member is admitted or as in the
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. i
Member’s adopted and approved Water System Plan as of the Effective Da

#

e of this Agreement), whether

or not some of that service area is within the Member’s current jurisdictiondl boundaries and/or within the

current urban growth boundary. Cascade is not obligated’to provide water

~ expansions in or outside the urban growth boundary, unless Cascade agrees
area. Cascade is not obligated to provide increased water. supply to any Mej
the Member’s planning process or plans are matenally out of compliance wj
applicable state law.

pply to service area

to such expanded service
mber if it is determined that
ith the requirements of

A Member that joins with Water Supply Assets in'sufﬁcient to provide for its needs for fifteen
(15) years receives the Full Supply it desires only if, when, and to the extent it is available within

reliability standards determined by Cascade’s system rehablhty methodolo

. If sufficient Full Supply is

not available within reliability standards determined by Cascade s system r hablhty methodology, the
Member receives partial Full or Interruptible Supply, and Fu]l Supply must be provided within fifteen
(15) years. Cascade shall then undertake to include in Cascade’s Water Sugply Plan, and to acquire the
facilities or other assets necessary in the Board’s determination to provide for the identified deficit. If
Cascade fails to develop sufficient assets to timely provide the increased Full Supply, the commitment

becomes a Full Supply Commitment at the end of that fifteen~(15) year peri
shared by all Members in accordance with Cascade’s Shortage Management

_ If multiple Members request new Full Supply, requests must be hon

(i.e., in the order in which application is made accompanied by the applicati
Members, requests for Full Supply “vest” no earlier than t?le date that mem
of conflict or ambiguity, the Board may determine the ordm' of requests.

d, and any shortage shall be
Plan, '

ored in the order received
n fee). With respect to new
ership is effective. In cases

Section 5.2.2 Additional Rules for Members Retaining Indep
not required to share shortages resulting from the loss of all or part of Indep
Cascade may make Interruptible Supply available to a Member that loses
that are consistent with the price of Interruptible Supply bemg made availab
Cascade may at any time and at its cost and expense carry:out audits of a M

A Member requesting an additional Full Supply Commitment due t
shall make that request by Resolution of the requesting Member’s legislativ
determined by the Board, the Member shall pay an amount equal to the RC
CERUS that can be served by the replacement supply prov‘ided or to be prov
shall then include the supply in its Water Supply Plan, and provide the supp
but in any event within fifteen (15) years. If, within fifteen (15) years the s
Cascade’s commitment becomes a Full Supply Commitment and any shorta;
must be shared by all the Members in accardance with the:Shortage Mana
otherwise provided in Section 7.3. ’ ]

Section5.3  Financing of Assets. The acquisi;tion of new capi
Supply Assets may be financed using RCFCs, transfers or Water Supply As
issuance of revenue Bonds and such other sources as the Board may deem a
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Section 5.3.1 Issuance of Bonds. An Authorized Issuer may issue Bonds payable from and
secured solely by all or a portion of Net Cascade Revenue, evidencing indebtedness up to an amount
approved by Resolution for the Board in order to provide financing or refinancing to acquire, construct,
receive, own, manage, lease or sell real property, personal property, intangible property and other Water
Supply Assets, to establish debt service reserves, to provide for capitalized interest and to pay the costs of
issuance of, and other costs related to the issuance of the Bonds. Such Bonds shall be payable solely from
all or a portion of the Net Cascade Revenue or (if the Authorized Issuer is other than Cascade) from
payments to be made by Cascade out of all or a portion of Net Cascade Revenue, and such Bonds shall
not pledge the full faith and credit or taxing power or, except as expressly provided by contract, the
revenue, assets or funds of any Member.

Members serving as Authorized Issuers may conduct the financing through “separate systems”
permitted by their applicable bond resolutions, or in some other appropriate manner, and Cascade may
compensate those Members for all costs associated with the financing. Bond-related documents of
Authorized Issuers other than Cascade must expressly permit the Bonds to be refunded or prepaid without
penalty prior to their stated maturity, on and after such dates as are approved by the Authorized Issuer and
the Board, to allow for a transfer of the obligation to Cascade or to Cascade’s successor entity, including
without limitation, a joint operating agency or similar entity, as may be permitted by law.

Section5.3.2 Pledge of Revenues. For as long as any Bonds payable from Net Cascade
Revenue {(or any portion thereof) are outstanding, Cascade irrevocably pledges to establish, maintain and
collect all Member Charges in amounts sufficient to pay when due the principal of and interest on the
Bonds (and, if the Authorized Issuer is other than Cascade, in addition to the foregoing pledge, to pledge
to make timely payments to that Authorized Issuer for the payment of principal of and interest on the
Bonds), together with amounts sufficient to satisfy all debt service reserve requirements, debt service
coverage requirements, and other covenants with respect to the Bonds.

Each Member hereby irrevocably covenants that it shall establish, maintain and collect rates, fees
or other charges for water and other services, facilities and commaodities related to the water supply it
receives from Cascade and/or its water utility at levels adequate to provide revenues sufficient to enable
the Member to: (a) make the payment required to be made under this Agreement; and (b) pay or provide
for payment of all other charges and obligations payable from or constituting a charge or lien upon such
revenues. Each Member hereby acknowledges that this covenant and its covenant in Section 7.9 of this
Agreement may be relied upon by Bond owners, consistent with this Agreement.

Each Member shall pay the Member Charges imposed on it whether or not the Water Supply
Assets to be financed through the issuance of Bonds are completed, operable or operating, and
notwithstanding the suspension, interruption, interference, reduction or curtailment in the operation of any
Water Supply Assets for any reason whatsoever, in whole or in part,. Member Charges shall not be
subject to any reduction, whether by offset or otherwise, and shall not be conditioned upon the
performance or nonperformance of any Member, or of any entity under this or any other agreement or
instrument. However, credits against future RCFCs and Rates and Charges described in Sections 5.5 and
7.5, respectively, for development or addition of excess capacity that is either transferred to Cascade or
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|
retained as Independent Supply, shall not be considered “offsets™ or “reductions” for the purposes of this
Section. '

If, in connection with the issuance of obhg:;zt;:onsi any Member establishes a new lien position on
revenues relating to its water utility, that Member shall covenant in the relejant documents that the
amounts to be paid to Cascade as Member Charges shall be treated either: () as part of that Member’s
internal operation and maintenance costs payable prior to' debt service on those obligations; and/or (b) for
any portion of thos¢ Member Charges that is allocable to capital costs, as a contract resource obligation
payable prior to debt service on those obligations. If any'Member has exis ng outstanding revenue
obligations relating to its water utility, it shall include substantmlly similar {'springing covenants” in the
documents relating to any new parity obligations.

Section 5.3.3 Continuing Disclosure. To meet the requirementd of United States Securities
and Exchange Commission (“SEC”) Rule 15¢2-12(b)(5) (the “Rule”) as applicable to a participating
underwriter for any Bonds and any obligation of each Member as an “Obligated Person” under the Rule,
Cascade and each Member agree to make an appropriate wntten undertaking, respectively, for the benefit
of holders of the Bonds consistent with the requirements of the Rule.

Section 5.3.4 Preservation of Tax Exemptlon for Interest on the Bonds. Each Member
covenants that it will take all actions necessary to prevent interest on tax-exempt Bonds from being
included in gross income for federal income tax purposes, and it will neithet take any action nor make or
permit any use of proceeds of tax-exempt Bonds or other funds treated as proceeds of those Bonds at any
time during the term of those Bonds that will cause interest on those Bonds o be included in gross
income for federal income tax purposes.

Section 5.3.5 Additional Certificates. Fach LE[ember further agrees to provide such
certificates or verifications as are reasonably requested by an Authorized Isuer in connection with the
issuance of Bonds under this Section.

Section5.4  Supply System-Development. Cascade must provide for Supply System
development to meet the needs of additional water custoniers of Members, subject to consistency with
applicable state law, Cascade’s Water Supply Plan, orderfy asset development, reasonable cost and
financing capacity. The Board shall establish a water supply development process, including criteria
governing the evaluation of new projects, and that process must promote
(other than direct local services), regardless of geographlc location. The
planning process must be reflected in Cascade’s Water Supply Plan. The Board shall have the authority
to undertake new projects identified in Cascade’s Water Supply Plan for the expansion of Water Supply
Asgets and regional transmission system extensions to meet Members’ projgcted needs. To reduce costs,
Cascade may, to the extent that the Board deems advisable, enter into a ents with Members to wheel
water through their existing systems. When facilities are constructed that are used partially by Cascade
for wheeling water and partially by Members or other entities for their purpses, the Board may
determine an appropriate Cascade contribution to the costiof those facilities| Existing arrangements
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among Members (and between Members and Non-Members), in place when a Member joins Cascade,
remain unaffected except as otherwise agreed between Cascade and the other entities concerned.

Section 5.5  Regional Capital Facilities Charges. To allocate growth costs to those
Members that require capacity increases, each Member shall pay to Cascade an RCFC for each new |
CERU connected to its water distribution systern. Growth in water usage by existing CERUs is not
subject to RCFCs unless that growth constitutes a CERU increase as provided in the RCFC Methodology.
Members with a supply deficit must pay an RCFC commensurate with that deficit. To the extent that a
Member transfers to Cascade or retains an Independent Supply water supply in excess of its needs, it
receives a corresponding credit against future RCFCs.

A new Member with adequate supply shall commence paying RCFCs fifteen (15) years prior to
the date that its Water Supply Assets are projected to be insufficient to provide for its needs as determmed.
by the Board (taking into consideration the results of the Water Supply Audit).

A Mcmber that j joins with Water Supply Assets that are projected to be insufficient to provide for
its needs for fifteen (15) years shall immediately pay RCFCs for the number of CERUS representing the
deficit as determined by the Board,

RCFCs shall be caleulated according to the RCFC Methodology, which shall define the analytical
steps required to calculate the RCFCs according to the average unit cost of past construction of the
existing system plus the Supply System improvements planned at the time of the calculation. The
methodology shall provide for an annual escalator, recalculation and update not less frequently than every”
fifth year, and a methodology for determining CERUs. The RCFCs shall be imposed on the Member for
each new CERU of that Member in accordance with the terms of this Agreement. -Amendments to the
RCFC Methodology shall require a 65% Dual Majority Vote.

If a Member owns Water Supply Assets or transfers Water Supply Assets to Cascade under
Section 5.1, to the extent the audited capacity of those assets exceeds the Member’s needs, that Member
shall receive a credit against future RCFCs. If a Member seeks to transfer assets substantially in excess of
its foreseeable needs, Cascade may negotiate appropriate compensation arrangements for the transfer.

. Members that develop new Independent Supply that is approved by the Board in accordance with
Aticle 6, similarly receive a credit effective when the Independent Supply is placed in service as
determined by the Board.

A Member that acoepts ownership of a Satellite System that Cascade agrees to serve shall pay an
RCFC for the amount of supply needed to serve that system in excess of its rated capacity.

Members that experience a net reduction in the number of CERUs served shall receive a CERU-
for-CERU credit agamst future RCFCs.

RCFC credits may not be transferred among Members without Board approval.

Members shall not be required to pass RCFCs to their customers as capital facilities charges, but
may provide for the payment of RCFCs in whatever manner they deem appropriate.
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For Members joining with an unmet net supply need, Cascade may, under circumstances
determined by the Board, require the prepayment of RCFCs allocable to the{ full amount of the requested
supply, e.g., when funds are needed to begin the construc%ion of facilities immediately.

Section 5.6  Transfer Upon Mergers, Consolidations and As umptions. If: (a) two or more
Members merge or consolidate; {(b) a Member or a Non-Member assumes jyrisdiction of part or all of a
Member; or (c) a Member assumes jurisdiction of part or all of a Non-Member, the jurisdictions’ water
supply rights from and obligations to Cascade shall be transfared or assumed under applicable law and -
consistent with the requirements of this Agreement and the obligations of Cascade.

ARTICLE 6. New Independent Supply. } '

Members may not bring new Water Supply Assets on-line as Indepgndent Supply without Board
approval. That approval may be granted or denied following an evaluation process, based on whether the
Board determines that development of the proposed Independent Supply will benefit or be adverse to the
interests of the Members as a whole. Recognizing that in certain circumstarices the acquisition of
additional Independent Supply might benefit (or cause noimaterial harm to) the Members, new supplies
under one (1) MGD may be approved by the Board regardless of the provisipns of the Water Supply Plan
and without a formal evaluation process. New supplies in amounts greater than one (1) MGD must be
described in and be consistent with the Water Supply Plan.

Members that have invested in the development of new Independent Supply assets may offer to
sell their interest in such assets to Cascade. Cascade may, in its sole discretion and subject to mutually
" agreeable terms and conditions, purchase the Member’s interest in such Indgpendent Supply asset by
reimbursing or otherwise compensating the Member for its investment in the project to the extent that
investment has been capitalized. Once Cascade has purchased a Member’s interest in a project, the
project will be considered a Water Supply Asset of Cascade and will be incdrporated into the Water
Supply Plan,

]
ARTICLE 7. Asset Management. ;

Section 7.1  Supply System Management. Cascade is responsible for managing, on behalf
of all Members, the Supply System. Cascade is not respo:}sible for managing Independent Supply unless
it has expressly agreed to do so. Supply System managen}'ent responsibilities shall be governed by
Cascade’s system management plan adopted by the Board. Cascade’s system management plan concerns,
without limitation, matters such as daily system operations and maintenance] interface with other supply
providers, contractual obligations, water quality, billing, n;:ana'gement and administration. Cascade may

delegate and/or contract out its Supply System raponsibi]itim

Cascade must manage the Supply System in comphance with apphcable laws, regulation, and
Cascade’s minimum service standards.

Section7.2  Comservation. Cascade shall develop and carry out, and Members must
participate in, water conservation programs that are uniform among Members. The Board shall develop
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and implement a Cascade conservation management plan that provides a mandatory base conservation
program that functions to reduce both average and peak demands and may establish a charge or
assessment to fund development and implementation of the program. Members may implement
additional conservation programs. The Board may adopt wholesale charges in addition to normal
Demand Share charges to encourage resource conservation. The Board may also provide or contribute to
additional local conservation programs that are not offered to all Members, and these local programs may
be locally funded or funded by Cascade. Members that fail to comply with base programs as set forth in
Cascade’s conservation management plan may be required to assume a disproportionate reduction in
water supply or to pay penalty charges, or both. '

Section7.3  Shortages and Emergency.

Section 7.3.1 Shortages. Members must respond to water shortages in a collective,
shared fashion under a Cascade Shortage Management Plan adopted by the Board. Resources must be
shared in a manner that reduces the risk of severe shortages to each Member. Cascade’s Shortage
Management Plan may include without limitation, a definition and classification of shortages, a shortage
contingency plan including mandatory programmatic actions among all Members in the event of
shortages, allocation of authority for determining and responding to shortages, and a communications and
outreach program for the public. Members shall not be required to implement Cascade’s Shortage
Management Plan in areas not served by the Supply System.

In the event of shortages, Cascade shall reduce or halt Interruptible Supply before invoking the
Shortage Management Plan with respect to all Members with a Full Supply Commitment. However, the
Board may, by 65% Dual Majority Vote, continue service in the amounts it deems appropriate to one or
more Members receiving Interruptible Supply.

The Board may require that Members failing to comply with mandatory shortage management
programs implemented under Cascade’s Shortage Management Plan assume a disproportionate reduction
in supply or pay penalty charges, or both.

In the event of a Cascade-wide water shortage, Members with Independent Supply may, without
penalty, decline to participate in the shortage management program for that shortage by foregoing all
supply from Cascade for the duration of the emergency or shortage.

To avoid shortages resulting from emergencies or the inability to develop sufficient supplies, the
Board may, by 65% Dual Majority Vote, establish moratoria on connections or additional commitments
for future water services by the Members. A moratorium may be discontinued by a Dual Majority Vote
of the Board,

Section 7.3.2. Emergency. The Board shall include in Cascade’s Shortage
Management Plan policies and procedures for addressing short-term disruptions of water supply,
transmission or water quality, and it may delegate to the chief executive officer authority to address such
disruptions according to such policies and procedures.
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Section 74  Water Quality.

In addition to agreements under 5.1 of this Agreement,-Cascade shall be responsible for water
quality that meets or exceeds all federal or state requirements at the point of|delivery from Cascade to the
Member, consistent with applicable laws and regulations. Cascade assumes|source water quality
responsibility and liability with respect to Water Supply Assets under its owpership or control (including
water wheeled to a Member through another Member’s facilities). Cascade js also responsible for
preparing and carrying out water quality activities compatible with the watet quality requirements of
regional water suppliers integrated with Cascade’s system '.(c. g., lacoma, Everett, and Seattle).

Cascade may, in its sole discretion, determine and adjust the appropriate method and level of
treatment of water that it supplies, so long as that water meets applicable state and federal requirements.
If water that it supplies meets those requirements, Cascade shall not be oblighted to adjust the method or
level of treatment so that the water can be more readily blended with a Member’s Independent Supply or
more readily transmitted through a Member’s internal system. Each Member shall remain responsible for
water quality within its respective distribution system, assuming that adequate water supply quality is
provided by Cascade at the point of delivery from Cascade.

Each Member shall be responsible for all costs related to making water supplied by Cascade
compatible with that Member’s internal system, including but not limited to, |costs of additional treatment.

Section 7.5  Water Supply Rates and Charges. The Board shall set Rates and Charges
according to a Rate Calculation Methodology adopted from time to time by the Board. The Rate
Calculation Methodology for Members’ Supply Commitment shall provide for the definition and
calculation of Demand Shares and for a uniform pricing structure with a commodity charge and fixed
charges allocated by Demand Share.

Cascade may sell water to a Non-Member under terms and conditions established by a 65% Dual
Majority Vote of the Board. Revenue received from the sale of water to NontMembers shall be used to
offset or reduce Rates and Charges to Members to the extent practicable, except that such revenue need
not be treated as reducing or offsetting those amounts that are necessary for the payment of debt service
on Bonds and for the provision of reserve and coverage requirements for the Bonds.

A Member shall be assigned a Demand Share based on the Board’s best estimate of capacity to be
used by that Member. The Demand Share shall be established based on an aydit of that Member's past
three (3) years of water use. After three (3) years as a Member, the baseline demand and capacity
obligation for that Member shall be fixed based on actual experience as a Member. A specific Demand
Share may be set by the Board to account for circumstances, such as (by way iof example and not by
limitation) costs of extending the Supply Systemto a Member, or when Independent Supplies affect
regional demand patterns. When water supply from Cascade is wheeled throygh a Member to another
Member, Cascade may presume that the first Member receiving the water is the “User” for calculation of
Demand Shares unless the Members concerned instruct Cascade to use a different allocation. Rate credits
for Water Supply Asset transfers are not deducted in the calculation of Demand Shares but are applied to
reduce what a Member would otherwise pay.
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The Board must set Member Charges at levels it determines to be sufficient, together with other
available revenue sources, to provide adequately for Operation and Maintenance Costs, Bond debt
service, coverage and other covenants, replacement and renewal of facilities, reserve, and other costs that
the Board deems appropriate. The Board may provide that a Member’s failure to participate in the
planning process may result in penalty charges.

A Member that has transferred Water Supply Assets shall receive a credit, determined when those
assets are audited and transferred, based on the useful life of those facilities and on the Member’s use of
the water produced by those assets or an amount of water equivalent to the amount ot supply trom them.

The Board may implement wholesale charges (additional to Demand Share-based charges and
variable commodity charges) to reduce extreme peak use (e.g., “peaking-off of the pipe”).

Water Rates and Charges must be the same for all Members receiving the same class of service
(subject to credits, surcharges and penalty charges).

Section 7.6  Franchises and Easements. Except to the extent otherwise required by state
law, each Member shall provide franchises and rights of way on, under or across that Member’s streets or
other property, to Cascade and to other Members for Water Supply Assets, without charging any fees,
rent or charges other than the customary and usual right-of-way permit and inspection fees.

Section 7.7 Sales of Water to Non-Members. Unless approved by the Board, a Member
shall not sell water supplied by Cascade, nor shall a Member sell Independent Supply offset by water
supplied by Cascade to a Non-Member. Notwithstanding the foregoing, any Member may sell water
supplied by Cascade to a Non-Member to the extent required by a contract in effect as of the date the
Member joins Cascade.

Section 7.8  Payment Procedures; Default; Step-Up Provisions.
Section 7.8.1 Invoice and Payment.

(a) Cascade shall provide each Member with periodic invoices showing the Member Charges
payable by that Member for the billing period and the due date. Invoices shall be provided monthly or on
other such periodic schedule as determined by the Board, but no more frequently than monthly nor less
frequently than once every six months. The Board will determine a due date for all invoices.

(b) Payment of any and all invoices shall be due and payable on or before the due date, and
shall be made by wire transfer or such other means as are agreed to by Cascade and the Member. Ifa
treasurer, trustee, fiscal agent or escrow agent is appointed in connection with the issuance of Bonds,
Cascade may require, and specify on the invoice, that certain amounts be provided directly to that person
or entity, and the Member shall pay those amounts in the manner and to the person so specified.

(c) If full payment of any invoice is not received on or before the due date, such payment
shall be considered past due and a late payment charge shall accrue for each day that the invoice remains
unpaid. The late payment charge shall equal the product of the unpaid amount and an interest rate
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established by the Board. Late payment charges shall continue to accumulate until the unpaid amount of
the invoice and all late payment charges are paid in full. Further, if an invoice or any portion thereof
remains unpaid for more than sixty (60) days after the due date, Cascade may pursue any legally available
remedy at law or equity for the unpaid amount, including without limitation| specific performance and
collection of the late payment charge. Cascade’s right to enforce paymentsin this regard may be assigned
to a treasurer, trustee, credit enhancement provider or oth:a' entity. Furthermore, upon written notice,
Cascade may reduce or suspend delivery of water until the invoice and late payment charges are paid.

@ If any Member disputes all or any portioxg of an invoice, it ghall notify Cascade
immediately upon receipt. If Cascade does not concur, the Member shall rémit payment of the invoice in
full, accompanied by written notice to Cascade indicating the portions of the invoice that the Member
disputes and the reasons for the dispute. The Member and Cascade shall make a good faith effort to
resolve such dispute. If the Member fails to remit payment of the invoice in full pending resolution of the
dispute, the prevailing party in an action relating to the collection of that inyoice shall be entitled to
reasonable attorney fees and costs.

Section 7.8.2 Default and Step-Up.

(a) If any Member fails to make any payment in full for more than fifty (50) days past the
due date, Cascade shall make written demand upon that Member to make payment in full within ten (10)
days of the date that the written demand is sent by Cascade. If the failure t¢ pay is not cured within the
ten (10) day period, the Member shall be deemed to be in default,

(b) Upon an event of default as described in subsection 7.8.2(a), the other Members shall pay
Cascade (in addition to Member Charges otherwise due) the defaulting Member’s Member Charges in
proportion to each remaining Members’ Demand Share in accordance with|a schedule established by
Resolution of the Board.

(c) The payment of a proportionate share of the existing defaulted Member’s Member
Charges by Members shall not relieve the defaulting Member of its liability for those payments. Cascade
shall have a right of recovery from the defaulting Member on behalf of each Member. Cascade may
commence such suits, actions or proceedings at law or in equity, including but not limited to, suits for
specific performance, as may be necessary or appropriate to enforce the obligations of this Agreement
against any defaulting Member. Cascade’s right to enforce payments in this regard may be assigned to a
treasurer, trustee, credit enhancement provider or other ez:ltity. Amounts repovered by Cascade as
payment of amounts due shall be passed through to each Member in propottion to the share that each
assumed, in cash or in credit, against future Member Charges as the Board shall determine.

|
@ The prevailing party in any such suit, action or proceeding| shall be entitled to recover its

- reasonable attorney fees and costs. !

ARTICLES. Planning.

Section 8.1  Water Supply Plan. Cascade must plan for its bers’ water supply needs.
That planning shall be compatible with the equivalent planning responsibiljties of other wholesale water
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providers and with state, county and city planning responsibilities under state law. The Board must adopt,
and may from time to time amend, a Water Supply Plan that must be based on no less than a twenty- (20)
year planning horizon. Cascade shall coordinate its planning effort with local and regional utilities and
other appropriate agencies and work to encourage cooperative region-wide planning and coordination.

Each Member shall actively participate in Cascade’s water supply planning and shall provide to
Cascade accurate data regarding its facilities and operations together with good faith estimates of future
needs and a description of any involvement in the development of new Independent Supplies. Each
Member’s water comprehensive or system plan shall be consistent with any plans adopted by Cascade,
and shall be consistent with applicable requirements of state law and comprehensive plans.

Section8.2  Watershed Management Plan. Upon the effective date of formation of the
Authority under Article 3 of this Agreement, Cascade will no longer be a Watershed Partnership under
RCW 39.34; and any Watershed Management Plans existing on the effective date shall become the plans
of the Authority. Nothing herein shall limit Cascade’s powers to adopt Watershed Management Plans or
to enter into interlocal agreements thereafter.

Section 8.3  System Reliability Methodology. Cascade shall develop and adopt a system
reliability methodology for planning, operation, and management purposes.

ARTICLE 9. _ Duration and Dissolution; Withdrawal.

Section 9.1 Duration. Except as provided in Section 9.3, Cascade shall remain in existence
for the longer of the following: (a) the period it holds any assets; (b) the period during which Bonds are
outstanding; or (c) the period it continues to include Members.

Section9.2  Withdrawals. A Member may notify Cascade of its intent to withdraw by
delivery to Cascade of a Resolution of its legislative authority expressing such intent. Upon receipt of
such Resolution, the Member shall lose its right to vote and the Board shall determine (a) the withdrawing
Member’s allocable share of the cost of the then-existing obligations of Cascade; and (b) the withdrawing
Member’s obligations to Cascade. “Then-existing obligations of Cascade” means obligations or costs
incurred by Cascade as of the date the Member’s withdrawal notice is received, including but not limited
to, Bond obligations, contract obligations, and cash financed capital projects; provided that a withdrawing
Member’s allocable share shall in no event include an obligation for future expenses for which Cascade
has not incurred a legal obligation; and provided further, that to the extent the Member’s obligation (with
respect to such costs) is re-paid over time, the Member shall be entitled to a credit for supply abandoned
by the Member and is otherwise used by Cascade. A “withdrawing Member’s obligation to Cascade”
includes but is not limited to, the Member’s share of fixed operating costs, any other expenses contained
in Cascade’s adopted budget for that year, and any assessments or other similar charges lawfully imposed
by Cascade. For purposes of the preceding sentence, “fixed operating costs” shall be determined in the
year of withdrawal, and the Member’s obligation with respect to such costs shall be limited only to that
amount required to pay for supply abandoned by the Member and not otherwise used by Cascade.
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The allocable share of cost or obligations shall be'determined by the Board, taking into
consideration as deemed applicable by the Board: (a) the ratio of the Membeér’s Demand Share to total
Member demand; (b) the ratio of the Member’s contribution to Cascade revenue to total Cascade revenue
including RCFCs; (c) the cost or a portion of the cost of capital projects or ficilities specially benefiting
the Member; and (d) and any other factor the Board deems appropriate to consider. The Member’s
withdrawal shall be effective on payment of such allocable share or provision for arrangements to pay
such allocable share that are satisfactory to the Board. Until the effective date of withdrawal, the Member
shall continue to comply with all applicable provisions of this Agreement.

Upon withdrawal, except as provided in an Asset Transfer Agreement, the withdrawing Member
shall bave no right to, or interest in any Water Supply Asscts owned by Cascade. The withdrawing
Member shall be deemed to have abandoned any and all nghts to service, to the use of Cascade Water
Supply Assets or other rights with respect to Cascade (except as otherwxse expressly provided in this
Agreement).

Notwithstanding the provisions of this Section 9.2, Cascade will, upcn the withdrawal of a
Member that has transferred operational control and management of (but not|title to) an Independent
Supply Asset to Cascade under Section 5.1, return operational control of such asset to the withdrawing
Member. Return of operational control and management will be subject to: (p) continued use by Cascade,
to the extent and for such time as the Board deems such use necessary for Cascade to continue providing
service to its Members; and (b) payment or provision for payment of any Cagcade costs, including but not
limited to, those associated with the withdrawing Member’ls Independent Supply Asset.

The Board may establish additional generally applicable conditions aind
withdrawal.

requirements for

Section 93  Disincorporation. Cascade may vote by a 65% Dugl Majority Vote (as ratified
within one hundred and twenty (120) days of such Dual Majority Vote by 65% Dual Majority of the

liabilities must be distributed in accordance with agreement}cr contract, under a voluntary mediation
process, or by a court of law. A court may appoint an arbitrator or special master. Distribution shall be
based on the best interests of efficient and economic water supply in the entir¢ area served by the
Members, subject to a rebuttable presumption that Water Supply Assets will He returned to the Member
that originally transferred them to Cascade. That presumption may be overcome by a showing that
another asset distribution is in the best interests of efficient and economic water supply. The proceeds of
any sale of assets must be distributed among the then current Members based pn the Demand Shares at
the time of disincorporation.

(
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Section 9.4  Successor Entity. Notwithstanding the provisions of Section 9.3, upon a 65%
Dual Majority Vote of the Board (as ratified within one hundred and twenty (120) days of such Dual
Majority Vote by 65% Dual Majority of the Members® legislative authorities), all assets, liabilities, and
obligations of Cascade may be transferred to any successor entity (including without limitation, a joint
operating agency or other municipal corporation, as permitted under state law), and all obligations of
Members and parties contracting with Cascade become obligations to the sﬁg_:pe_’s‘"éor' entity.
i

ARTICLE 10. Amendments.

Amendments to this Agreemierit §hall be effective upon approval By '65% Dual Majority Vote of
the Board (as ratified within one hundred and twenty (120) days by 65% Dual Majority of the Members’
legislative authorities).

ARTICLE 11. Applicable Law and Venue.

This Agreement is governed by the laws of the state of Washington. The venue for any legal
action arising from a dispute under this Agreement is the Superior Court for King County.

ARTICLE 12. No Third Party Beneficiaries.

There are no third party beneficiaries to this Agreement except for the rights of Bond owners as
provided in Section 5.3.2, no person or entity other than an agency signatory to this Agreement shall have
any rights hereunder or any authority to enforce its provisions, and any such rights or enforcement must
be consistent with and subject to the terms of this Agreement.

ARTICLE 13. Severability.

If any provision of this Agreement or its application is held by a court of competent jurisdiction
to be illegal, invalid, or void, the validity of the remaining provisions of this Agreement or its application
to other entities or circumstances shall not be affected. The remaining provisions continue in fall force
and effect, and the parties’ rights and obligations must be construed and enforced as if the Agreement did
not contain the particular invalid provision. But if the invalid provision or its application is found by a
court of competent jurisdiction to be substantive and to render performance of the remaining provisions
unworkable and infeasible, is found to seriously affect the consideration, and is inseparably connected to
the remainder of the Agreement, the entire Agreement is deemed void. '

ARTICLE 14. Entire Agreement.

This Agreement constitutes the entire and exclusive agreement between the parties relating to the
specific matters covered in this Agreement. All prior or contemporaneous verbal or written agreements,
understandings, representations or practices relative to the foregoing are superseded, revoked and
rendered ineffective for any purpose. This Agreement may be altered, amended or revoked only as set
forth in Article 10. No verbal agreement or implied covenant may be held to vary the terms of this
Agreement, any statute, law, or custom to the contrary notwithstanding,
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ARTICLE 15. Execution

This Agreement may be executed in one or more counterparts,

SIGNATORY AGENCY

CITY OF BELLEVUE

By Bl%r )
Title Dgw/n,a'f? Mor—  Date: 6-4 2012

Attest: __JYA"
Title: fon A U AN Dae: _G={o 2012
Authorized b (Resolution/or Ordinance): é%ﬂé

Date: %ﬁ{é Z ,2012
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SIGNATORY AGENCY

CITY OF KIRKLAND

By:
Title Date: , 2012

Attest:

Title: B Date: 2012

Authorized by (Resolution or Ordinance):

Date: , 2012
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SIGNATORY AGENCY

CITY OF TUKWILA

By:

Title . Date:

, 2012

Attest:

Title: Date:

, 2012

Authorized by (Resolution or Ordinance):

Date:

, 2012
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SIGNATORY AGENCY

SAMMAMISH PLATEAU WATER & SEWER DISTRICT

By:

Title Date; _,2012
Attest: |

Title: Date: , 2012

Authorized by (Resolution or Ordinance):

Date: , 2012
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Joint Municipal Utility Services Act Background Papers (lofAS) ’
ATTACHMENT A

History of Joint Mumc:pkl Utilities Services Authority
2011 Legislation and Cascade Water Alliance

ConvmedbythsDeparunmtsofHealthdeoologymZOIO morethan301walgovemmemal
organizations that provide water, wastewater, stormwater and/or flood control services met to discuss the
existing limitations on legal authority to provide services jointly to the public. The group heard from
LOTT Clean Water Alliance of Olympia, WA and Cascade Water Alliance about their experience of
"patching together" a legal framework for their arganizations — an effort that proved to be costly and time
consuming. Others stated that as more and more local utility agencies desire to organize into regional

. organizations, they continue to face challenges because of the lack of certainty regarding their ability
to jointly exercise authority and/or the ambiguous status of intergovernmental entities created under the

Interlocal Cooperation Act (Chap. 39.34 RCW).
Problems and unsettled questions that Cascade shared in common with other organizations included:

. - The inability of organizations formed under the Interlocal Cooperation Act to esiter into interlocal
agreements (Cascade, as an interlocal agency, is itself unable to enter into interlocal
agreements. ),

Extent to which governmental authorities and powers can be delegated to an interlocal agency,
Transfer of ownership of property and water rights to interlocal agency from members,
HmvbmmageomstupofmsMgmﬁasﬂuwnemﬂﬁmxius&bymmdmanbmwhm
interlocal agency formed,

¢ How to coordinate existing Coordinated Water Services Plans of members and coordinate
planning for interlocal agency,

» Confusion by third parties about authority and financial capability, independent of interlocal
agency members, to fulfill requirements of local franchises,
Ability to transfer and assignment of franchise agreements to and within organization,
Conﬁmonbyﬁmdpmtsofﬂaiocalagamymbhcslatusﬁrgomwﬂal immunities,
indemnification, insurance, licensing and tax issues,

J Stannmymnhontyformﬁedoedagmcqumhfyforgmmsﬁomsmtqfedaalandlwal sources
when those sources are limited to public agencies, or local units of govemments, .

o Pubhcwmmng,pmmnmtandsmpluspmpertyreqmmmapphcableto interlocal
agency of mixed city-special district membership,
Qualification as governmental agency for brokers and bond issuers,
Ability of interlocal agency to be own treasurer,
Ability to assess taxes, and fees, rates; potential for overlapping connection charges; question
of rate structures and feeds for commercial development and existing customers,

o Tax exempt status of interlocal agency and exemption from excise tax on sale of property,

e Requirements for compliance with open government requirements (e.g. Open Public Meetings
Act, the Public Records Act),

¢ Application of requirements of Ch. 24.03 RCW (WA Non Profit Corp Act) and Ch. 2406 RCW
(Nonprofit Misc. and Mutual Corp Act) to public interlocal agency,

o  Ownership issues related to interlocal agency data produced for multiple members, and

¢ Status of employees of interlocal agency as public employees qualifying for public agency
benefits.
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Joint Municipal Utility Services Act Background Papers (2 of 3)

Chapter 39,106 RCW

The 2011 Washington Legislature passed ESHB 1332, the Joint Municipal Uttlities Service Act (the
Act). The Act establishes an improved interlocal mechanism for cooperation among local government
utilities that provide water, wastewater, stormwater and/or flood control services. The Act authorizes
cities, towns, counties, and special purpose districts voluntarily to form an infergovernmental *
municipal corporation ("Authorities") that can provide services to those local ytilities and their
customers.

Cascade was actively involved in the drafting of the Act to assure that it was qualified to convert to an
Authority under the Act and to assure that the above listed problems and questions were resolved. -

The Act permits interlocal entities that are formed under Chapter 39.34 to become Authorities by filing
amended or restated agreements that materially comply with the requirements of the Act. The Amended
a:ﬂRﬂatedIntaioealConnactbefmeﬁxeBoardofﬂleCawadeWater Alliance in Resolution 2012-06

complies with the requirements of the Act.

1. Cascade Board votes in March 2012 to amend the Interlocal Contract (as hmendment and restated
on October 26, 2011) by 65% Dual Majority Vote to convert to an Authotity under the Act. The
new Agreement complies with the requirements of the Act.

2. Cascade Board amends Bylaws and CWAC provision to make consistent with the new
AgwementinApuilZOlZ,eﬁ'ectiveuponcompleﬁonofswphndStep .

3. Member legislative authorities ratify amendment within 120daysofSth4 by a65% Dual
Majority Vote. |

t

4. Cascade staffand counsel file the Agreement with Secretary of State (effective date of
Cascade as an Authority under the Act). i ' '
|

5. Cascade staffand counsel send notice o entites with whom Cascade hag coniracts and ss
required by bonds. ;
l
!
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Joint Municipal Utikity Services Act Background Papars (3 of 3)

A : . : February 2012
WATER ALLIANCE L ' o

Joint Munlclpal Utllity Services Act lmplementation

Cascade Water Alliance is formed as a watershed management partnership unﬂer the Interlocal
Cooperation Act (Chapter 39.34 RCW), whict creates challenges for issues lke financing, procurement and
agreements. As a result of the challenges, the Washington State Departments of Ecology and Health
cenvenet a group of water related utllities to address critical legal issues surrounding existing or forming
regional organizations that deliver essential public serviees like water, sewer, starmiwater and flood control.
A statewide collaborative process invelving erore than 30 eéritities resulted the 2011 Legistature approving
the Joint Municipal Utilities Services Act (Chapter 39.106 RCW) under which entities may organize to ‘
provide essential services to-the public more efficiently aid more cost effectively. Cascade is i the process
of implementing the changes of moving from awatemhed management partnershiptoa municipal
corporation. ,

Thelssue:  Local gavernments ke Cascade that provide water, wastewatey, stormwater and/or figed
tontrol services knew existing iimited legal autharity to qpmﬁe Joinily has created serious roadblacks to
their ahility to- pmvfdesemkes to the puhltc . ,

" Why it’s inportant; Mth increasing frequency, loeal utility agencies are finding it beneficial and even
necessary, to arganize ikto regional organizatians. Yet they continue t6 face chaliengss because of the lack
of certainty regarding their sbility ta jointly exércise auttiorify and/or the drabiguous mtus of .
intexfgmmmemal entities created under ths Interlocal Cooperannnm

The l’mqess In early 2010, CIasaade Wat:er Alllance and LGTT Cleap Water Alliance sought to.clarify legal -
. authorities, and sought legislative clarification on key questions facihg such entifies. These included:

~ whether Intergovernmental bedies organized as nen-profit corporations are entirely public or retaln some
characteristics of private sector enfities; whether interlacal agencies can themselves contract with -
additional gevernments under the Interloczl Cooperation Act; whether employees of intergovernmental
entities.are “public employees” eligible for participatian in various pension and benefits. programs; which
public warks, procuversent and surplus property laws apply; what fetérdl and state tax exeémptions are
available: and whether risk management respo nsibilines and protections for focal govermiments appiy to

‘interlocal agencies.

The Result:  The resuit was the Joint Municipal Utilities Services Act that focuses narrowly on addressing
the Issues listed above as they apply to municipal utilities. The measure facilitates provision of joint
municipal wility services.and does not expand the types of services provided by local governments or their
utilities. Nothing in the act alters the underlying authority of the units of local governments that enter into
agreements under the act or diminish in any way the authority of local goveraments to enter into

agreements.

Next Steps: Cascade Is beginning the process of cm}enng from a watershed management partnership to
a.municipal corporation The process includes a vote of the Cascade Board and its Member’s Legislative

authorities.
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ATTACHMENT B

CASCADE WATER ALLIANCE
RESOLUTION NO. 2012-06

&
CASCA"E

WATER ALLIANCE -

Anesownon OF THE Bomoowmecrons OF 'I'}-IEGASGADEWM'ERALUANCE
AWASHINGTON NONPROFIT CORPORATION, -

ADOPTING AN-AMENDED AND RESTATED INTERLOCAL CONTRACT ANG DIRECTING THE
. CONVERSION.OF CASCADE TO A JOINT MUNICIPAL UTILETY SERVICES AUTHORITY
Nonpmﬁ(

ﬂ:at are parlfes to an Interlocsl Cmtl:act entemd mto under_aumoﬂly ofﬂ;el
Coaperation Act (Chapter 39.34 RCW) for the. purpose of providing wafer
growing demands af its Members; and : '

: i
WHEREAS, c:asuedewasfmmad Ire April 1989, ac: ccond ingtothe b

2011) and under the Interkwal Gontract. Casoade was cmated assa publio
instrumentaiity of its Members, which exercises essentiat gcwemmenta! funatips
' Mambers,’;bahaj'feas authorized hy the Interiocal caaperaﬂm Act-(ﬁhapthr 38

Oasoade was lﬁootpomted as a public nonprofit eorporaﬁon in ihe manaer :
Nonprofit Miscellaneous and Mutual Corporations Act {Chapter 24.08 RCW); &

WHEREAS, Section 3.3 of the Interfocal Gon!mat provides that Cascade may be

converted into a separate municipal corporation If end as permitied by law, and that upon the
ons and all

creation of such a separate municipal corparation, all Cascada rights and o
Member rights and obligations shall transfer to that new munidpal corpnmtlan Section 10.4 of
the interiocal Contact provides that upon a 66 percent Dual Majority Vote as ratifled within 120
days by a 65 percent Dual Majority of the Members’ !eglslatlve authoritles, all assets, liabilities,
and obligations of Cascade may be transferred to any SUCCEBSOr entity (including, without
fimitation, & joint operating agency or other municipal eorporsﬂon. s parmittad under state law),
and all obligations of Members and parties oontracllng with Gaaeade -become gbligations to the

SUCCessor entuy' and g
i

WHEREAS, in 2011 the Washington Leglslature enacted the Joint Mun cipat Utilities
Services Act, codified as Chapter 39.106 RCW ("the Act’), which providesin RCW 39.106.080
for the conversion of existing an intergovernmental entity formed under the | ‘

Cooperation Act (Chapter 39.34 RCW) into a joint municipa! utliity services suthority under the
Act, if: the public agencies that are parties to an existing interlocal agreement would otherwise

5
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be efigible to form an authority to provide the relsvant utfity services; those public agencles

amend, restate, or replace that interfocal agreement so that it materially complies with the

requirements of RCW 39,106.050; the amended, restated, or replacement agreement Is fied

with the Washington state secretary of state consistent with RCW 38.106.030; and the

~ amended, restated, or replacement egreement expressly provides that all fighits and obligations
aof the entity formerly existing under Chapter 38.34 RCW ar other applicable taw will thersafter

be the obligationa of the new authority created under Ghiapter 39.106 RCW.

Whereas, upon compliance with tha réquirements of Chapter 39.168 RCW set forth
abave, the new joint municipal utility services anthority shall be a successor of the former
intergevemmental entily for all purposes, and all rights and obligations. of the forier entity shalt
having besn incarred, entered-into, or issued by the'new joirf municipal utiifty services authority -
and those obfigations:shall remaln in full force mdetfectalﬂshallmnﬁmatobeemcaableln

accordance with thelr tarms; and

WHEREAS, In.acoordance with Sections 3.3.and 10,4 of the Intétiocal Contract,
Cascade’s Membars: (who ae.all public agencies that are parbies (o an xisting Riterdocal
egreeroent ) are-otherwise eligible to form.a joit murdcipal ttility services authiority under the
Anfm provide the relevant ufilfity servicss; and

WHEREA$. Castade’s: Members intend 10 ameind and restate thé Interfocat Contract in
vompliance with the Act in-¢irder to convert Castade kits a jolnt municlpal utiiity services
suthority; and . ‘

WHEREAS, Oascats’s Members Intend to transfer all Cascade rights, assets, fiabilities,
-and obligations to the joint miunicipal utility serdoes authority, to be created as provided hergin;
and

WHEREAS Cascade's Members intend that, as a joint municipal wtility services
authorlty, it will constitite a municipal uerporaﬂon and will no longer function'as:a watershed
management parénership; and

'WHEREAS, en amsndment to the Interiocal Contract requires & 66% Dual Majority Vote
(retified within one hurkdred and twenty (120) days of such Dual Majority Vote by 65% Dual

Majarity of the Members’ logisiative authorities).
NOW THEREFORE, BE IT RESOLVED BY THE BDARD OF DIRECTORS OF THE
CASCADE WATER ALLIANCE as follows:.
oittract. The Board approves and adopts

IheMarohzs 2012AmendedandRes(atedlnterlocalConh'acl.inﬂiefomaﬁadnd 1o be
known as the "Cascade Watsr Alllance Joint Municipal Utilty Services Agreement” or

Caacade Resolution No, 2012-08
March 28, 2012
Pege20f3
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“Agreement” and directs the Chalr and the Chiof Executive Offier to d the Agreement
for retification by Members' legislative authorities. ‘

Mmmmwmmcnmmm cer to file the
Agresment with the Washington state secretery of state consistent with RGW 30.106.030 and to

take any and all other necessary steps to convert Cascade and to adi r Cascadeas a
Joint Municipal Uity Services Authority.

Section 3, Effective Date.
This Resclution.shall be in full force and effect on the date of its adopfion.

ADOPTED AND APPROVED by thg Board of Directors of the de Water Alllance at
a ragular meéling thereof, held on the 2Bth day of March 2012

c&:nnﬁwammmﬁcs'

Members
Yes
v 0 , |
Dermand Shate !
Yes 100 % |
No D) % |
include in
CWAC?
! Yes
[0 No
i
N
1
Coscade Rasohstion No. 201208
. March 28, 2012

Page3of 3
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R ~ ATTACHMENTC .

- " Cascade Water Alilance -
: IMMMWWWW

_ = < T - ‘5&M1‘r

Wm' . = '
mmﬂﬂhmmmds, Mummh umuad-wwm )
means ] the Momberstankiliy-adoplod-walesaxpply Racoguizes that Cascadc

‘ dLas e o b Bt ombes, shabo ety (o By o mgn Gemand .

Wmmmmm S ren i er  Proeclons for s servics aves

sther Full Supply Commitments, and with a guarantesd pricrily no lower the for any

mmmmmmwummum

&ny givens amount of supply or capaclty.

Amw Moaum
m&mmmmbmm Aliows the Board to determine -
pe : : X1 epricler fhe Act £ ofzed DA B! L8 OF e oM, aNnd -F"'F"" -lllﬂﬂllll"llllﬂll'm

" Clarifies governing etlilcs code
4152 (Stde)

'muvmnmmmuwwmmmam o e
Members, except where this ContractAgreement raquires elther @ 65% Dual Majority  Encomipasses committee discussion
Vole, ss provided in Suctions 4.7, 63, 5.5, 74, 7.3, &3 403, 104, and Arficle 11;0r  on chiaages fo requirement for 65%
mumwwmamhw Dirad Majortty Vot

20 104 end Article 11.
Page 16 Section A5 Execulive Commitise, = —
- Streamiines the Exec Comm
- Tre ik Vo Char, Secrvary, and Trosuter s hprone of Sandig ‘
Comitiooe constBute Cascade’s Executve Commloe. The Chror Ty ororie 10 faclfto abily to

* acting Chelr) shall vote on matters before the Execufive Comemities onfy ¥ necessary o
break u tie. mmwmwmnammu ‘

Page?? mum.cmmm
' mmmmmwmmwmmm

" by resoluion of the Bosird, The Boand shal appold, designai the e of, and .
. el thecompensationrange ofh chif ot offcer The Bosrd sl oo imamhta hiing process, excapt

:‘."‘!"‘,': HEO-CRED-CORGHRARIE-THAY-DO-ON0Ga0E D £~.‘ mm,
dielmﬁmomoar ol :
wmmmmuwmbmwm
m«mmmmrug@mmm Tlneoudmdso
March 21, 2012

mmw PmposodPolbyaim A '
A . Page 1 0f2

wmmmwmmmmm CRANGES MATRIX £3-21-12.D0C
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(gemen fort a5, sticrion Tablo yerelon:of Smendments) ve. - .. - - Nofes
Provide thal adminisiraiive, profossional or Wechrical services be perfored by Conirct. »

“Page 18 Becton 521 Commabment to Members. ,
Wmummmmmmaw ' Fuli” accurstely
Commitment 1o each Founding-Member, Theroalier, Cascade shall provide & Full steps with membership
Supply Commitment 0 meet-a¥-cunant-and-fulure-walsr supply-neade-of & Member
that joins with Water Supply Assets sufficlent o provide for ks needs during the
mmﬂnwﬂmammmawmem
o Cascado or ratained 88 independent Supply.)

“Pags 0 Gookion 65 Reglone) Capital Faciltes Charges.

RCFC shalbe calaind sccording 0 the RGFC Malhodology, which shall deine the
anaiicastop recpked o caludts e ROFGs acoring s gl o oo

nmmmammammmmw

Supply Sysiom improvements plantiod ,
Fage 25 Goction 1.1 Assel Mansgement. "

Mmmummhmmmm Rembved Majori
m prasee 2heen oo 20BN [ Jeguak 1N sadon gty el mm o . v*'

Y ﬁﬁmrsﬁummm —
wmﬂmhammmmmww
srbvera: Reverus recoived Ko the ssée of

mnmmmuw»mmmmmb

Members to the extent praciicabls, excapt that such revenue nead not be freated 28
reducing or offsatting those amounts hat are nacessary for the payment of debt cervice
mMMhthwﬂmmﬁuum

“Page 32 Baction 63 Sysiam Raaaily Wethodology,
mmmmwamﬁ,m res 65% Duat Maforky Vot

Pago 34 soetbn‘lunbhwpmdon‘.
mmwmgmmmmvm psie oquisement,

ey s

wamnmkmtmmcmmmmmu
wwmmmmmaummnmmm

March 21, 2012
Pege 20f 2

LTRIX 03-23-12.00C

|
!
|
|
CWWA Intariocel - Proposed Polcy Changes J

Mmmmmmmmrmmmm
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2664-RES
6/30/2012

CITY OF BELLEVUE, WASHINGTON
RESOLUTION NO. 240
A RESOLUTION authorizing and directing the City
Manager to execute the Amended and Restated
Cascade Water Alliance Interlocal Contract.

WHEREAS the Cascade Water Alliance (Cascade) was formed in April 1999
pursuant to an Interlocal Contract for the purpose of providing water supply to meet
the growing demands of its members, including the City of Bellevue; and

. WHEREAS, the Board of Directors of Cascade passed a resolution for the

| purpose of adopting amendments to the Interlocal Contract in November, 2002; and

" 'WHEREAS, the Amended and Restated Interfocal Contract establishes an

-overall structure and core principles for the relationship between Cascade and its
" members and provides flexibility to Cascade to accomplish its mission; and

" WHEREAS, éupporting the Interlocal Contract begins to fully implement

‘Cascade’s role which includes; 1) establishing Cascade as the fourth major water -

supply agency in the region; 2) creating a regional organization representing

'Eastside interests; and 3) allowing Bellevue and other Cascade members the ability

to determine their own water supply future; now, therefore,

THE CITY COUNCIL OF THE CITY OF BELLEVUE, WASHPNGTON DOES
RESOLVE AS FOLLOWS: :

Sectlon 1. The City Manager or his designee is authonied and directed to -
execute the Amended and Restated Cascade Water Alliance Interlocal Contract, a
copy of which Contract has been given Clerk’s Recelving No. .

Passed by the City Council this day of _ , 2012,
and signed in authentication of its passage this day of : .
2012. .
(SEAL)
Conrad Lee, Mayor
- Attest:

- Myrmna L. Basich, City Clerk -
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* CITY OF BELLEVUE, WASHINGTON

2664-RES
5/30/2012

' RESOLUTION No, 8408

A RESOLUTION authorizing and directing the City
Manager to execute the Amended and Restated
- Cascade Water Alliance Interlocal Contract.

WHEREAS, the Cascade Water Alliance (Cascade) was formed in April 1999
pursuant to an Interlocal Contract for the purpose of providing water supply to meet
the growing demands of its members, including the City of Bellevue; and

WHEREAS, the Board of Directors of Cascade passed a resolution for the
purpose of adopting amendments to the Interlocal Contract in November, 2002; and

WHEREAS, the Amended and Restated !ntérlocal Contract establishes an‘.
overall structure and core principles for the relationship between Cascade and its
members and provides flexibility to Cascade to accomplish its mission; and

WHEREAS, supportlng the Interlocal Contract begins to fully implement
Cascade’s role which includes; 1) establishing Cascade as the fourth major water
supply agency in the region; 2) creating a regional organization representing
Eastside interests; and 3) allowing Bellevue and other Cascade members the ability
to determine their own water supply future; ‘now therefore,

~ THE CITY.COUNCIL OF THE CITY OF BELLEVUE WASHINGTON, DOES
RESOLVE AS FOLLOWS

Section 1. The City Manager or his designee is authorized and directed to
execute the Amended and Restated Cascade Water Alliance Interlocal Contract, a
copy of which Contract has been given Clerk’s Receiving No. .

Passed by the Clty Council this ﬁfg{g,day of gggm&‘ , 2012,
and signed in authentication of |ts passage this 4#& of 5}% . ,

- 2012.
(SEAL) :
Conrad Lee, Mayor
Attest:

Myma L Basich, Clty Clerk




Item No. 8(e)
June 4, 2012

CITY COUNCIL AGENDA MEMORANDUM

'SUBJECT

Resolution No. m' authorizing and directing the City Manager to execute .the Amended and
Restated Cascade Water Alliance Interlocal Contract.

FISCAL IMPACT
There is no fiscal impact from the proposed amendments to Cascade’s Interlocal Contract.

STAFF CONTACT
Nav Otal, Director 452-2041

Alison Bennett, Policy Advisor 452-2808
Utilities Department

POLICY CONSIDERATION )
The Cascade Water Alliance Board adopted amendments to its Interlocal Contract in order to convert

the organization to a joint municipal services authority under state law. Amendments to the Interlocal
must be ratified by individual member agencies by July 26, 2012. The Council received a briefing on
the amendments on May 29, 2012. ' _

BACKGROUND ,

Cascade Water Alliance was formed as a “watershed management partnership” under the state Interlocal
Cooperation Act and operates as a public nonprofit corporation. This legal status creates challenges for
issues like financing, procurement and agreements. In order to streamline operations and bring certainty
to Cascade’s legal requirements and relationships for bonding agencies, insurers and other state and
local agencies, Cascade worked with the Departments of Health and Ecology to convene a group of
water-related entities to address issues surrounding forming and operating regional organizations that
provide water, sewer, stormwater and flood control services. A statewide collaborative process
involving more than 30 entities resulted in the passage of the Joint Municipal Utilities Services Act
(IMUSA) in the 2011 state legislative session which provides for the conversion of an existing
intergovernmental entity formed under the Interlocal Cooperation Act into a joint municipal services
authority. More background on the issues that prompted JIMUSA is provided in Attachment A.

On March 28, 2012, the Cascade Board adopted amendments to its Interlocal Contract in order to
accomplish the conversion to a joint municipal services authority (see Attachment B for the Cascade
Resolution). The new Cascade joint municipal utility services authority will be the successor to the
former entity for all purposes and will be a municipal corporation. Amendments to the Interlocal
Contract must be ratified by a 65% Dual Majority vote (a 65% supermajority of the number of
Members, together with a 65% supermajority of Members based on each Member’s weighted vote) of
Members’ legislative authorities within 120 days of the Board vote.

Most of the amendments are straightforward and streamline the agreement to allow for the conversion to

the joint authority. For the most part, the amendments clarify but do not expand Cascade’s existing
authorities. For example, Cascade will be able to specify the applicable laws and statutes for public
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works and procurement, surplus property, budgeting, borrowing, personngl and other issues. All the
members, including Bellevue, have had the opportunity to seek City Attorney review of the document
and have had questions and comments addressed by Cascade’s legal cour, sel.

Cascade’s legal counsel has identified a list of amendments that are considered more of a policy change
than a housekeeping change. These are included in Attachment C. It is jmportant to highlight one
amendment that was included at the request of many Board members: This is the change to the
“Purposes” section and allows expansion of Cascade’s purposes from jus{ “water resources” to “water
resources and any other utility service as allowed under the Act [Joint Municipal Utility Services Act],
as authorized by a unanimous vote of the Board.” Note that this is limited to JMUSA — municipal utility
water, sewer, stormwater and flood control services — and does not includp other general government
functions. The section has been drafted with a high bar, recognizing that ruch an undertaking would
only be entered into if all Members agreed. :

As noted above, implementation requires ratification within 120 days (by ffuly 26, 2012) by a 65% dual
majority (a 65% supermajority of the number of Members, together with 4 65% supermajority of
Members based on each Member’s weighted vote) of Members’ legislative authorities.

EFFE DAT

If approved, this Resolution becomes effective immediately upon Council [adoption.

OPTIONS

1.  Adopt Resolution No. D409 authorizing and directing the City Ma.:Lager to execute the Amended

and Restated Cascade Water Alliance Interlocal Contract
2. Do not adopt Resolution No.R40%_. :
f
RECOMMENDATION k

Option 1: Adopt Resolution No. 40 _ authorizing and dmectmg the City|Manager to execute the
Amended and Restated Cascade Water Alliance Interlocal Contract.

MOTION

Move to adopt Resolution No.94tR _ authorizing and d1rect1ng the City Manager to execute the
Amended and Restated Cascade Water Alliance Interlocal Contract.

ATTACHMENTS !

A.  Joint Municipal Utility Serv1ces Act Background Papers
B. Cascade Water Alliance Resolution No. 2012-06

C. Interlocal Agreement Table Proposed Policy Changes
Proposed Resolution No. gUe '
AVAILABLE IN COUNCIL OFFICE !
Cascade Water Alliance Joint Municipal Utility Services Agreement dated|March 28, 2012
Table showing amendments with notes explaining each change
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Joint Municipal Utility Services Act Background Papers (1of3)

ATTACHMENT A

History of Joint Municipal Utilities Services Authority
2011 Legislation and Cascade Water Alliance

Convened by the Departments of Health and Ecology in 2010, more than 30 local governmental
organizations that provide water, wastewater, stormwater and/or flood control services met to discuss the
existing limitations on legal authority to provide services jointly to the public. The group heard from
LOTT Clean Water Alliance of Olympia, WA and Cascade Water Alliance about their experience of
“patching together" a legal framework for their organizations — an effort that proved to be costly and time
consuming. Others stated that as more and more local utility agencies desire to organize into regional
- organizations, they continue to face challenges because of the lack of certainty regarding their ability
to jointly exercise authority and/or the ambiguous status of intergovernmental entities created under the
Interlocal Cooperation Act (Chap. 39.34 RCW).

Problems and unsettled questions that Cascade shared in common with other organizations included:

.« Theinability of organizations formed under the Interlocal Cooperation Act to exiter into interlocal
agreements (Cascade, as an interlocal agency, is itself unable to enter into interlocal
agreements.),
Extent to which governmental authorities and powers can be delegated to an interlocal agency,
Transfer of ownership of property and water rights to interlocal agency from members, '
HowwnmageownaSMponnSMgmﬁasmmnemdﬁmeymdmdudmmnbemwhm

interlocal agency formed,
o How to coordinate existing Coordinated Water Services Plans of members and coordinate

planning for interlocal agency,

o Confusion by third parties about authority and financial capability, independent of interlocal
agency members, to fulfill requirements of local franchises,

e Ability to transfer and assignment of franchise agreements to and within organization,

» Confusion by third parties of interlocal agency public status for govemmental immunities,
indemnification, insurance, licensing and tax issues, ‘

e Statutory authority for interlocal agency to qualify for grants from state, federal and local sources
when those sources are limited to public agencies, or local units of governments, ‘

¢ Public contracting, procurement, and surplus property requirements applicable to interlocal
agency of mixed city-special district membership,

¢ Qualification as governmental agency for brokers and bond issuers,
Ability of interlocal agency to be own treasurer,
Ability to assess taxes, and fees, rates; potential for overlapping connection charges; question
of rate structures and feeds for commercial development and existing customers,

o Tax exempt status of interlocal agency and exemption from excise tax on sale of property,

e  Requirements for compliance with open government requirements (e.g. Open Public Meetings
Act, the Public Records Act),

»  Application of requirements of Ch. 24.03 RCW (WA Non Profit Corp Act) and Ch. 24.06 RCW
(Nonprofit Misc. and Mutual Corp Act) to public interlocal agency,
Ownership issues related to interlocal agency data produced for multiple members, and
Status of employees of interlocal agency as public employees qualifying for public agency
benefits.

8-25



Joint Municipal Utility Services Act Background Papers (20f 3)

Chapter 39.106 RCW

The 2011 Washington Legislature passed ESHB 1332, the Joint Municipal Utilities Service Act (the

Act). The Act establishes an improved interlocal mechanism for cooperation
utilities that provide water, wastewater, stormwater and/or flood control
cities, towns, counties, and special purpose districts voluntarily to form an
municipal corporation ("Authorities”) that can provide services to those |
customers. |

Cascade was actively involved in the drafting of the Act to assmethantwas
Authority under the Act and to assure that the above hstedpmblemsandqu

TheActpmnusmtedocaletmuwthatmfonnedmderChapter3934tobec
amended or restated agreements that materialty comply with the requirements
and Restated Interlocal Contract before the Board of the Cascade Water Alli
complies with the requirements of the Act.

Steps for Cascade Water Alliance to convert to an Authority under the Aﬁ

among local government
ices. The Act authorizes
vernmental
utilities and their

ified to convert to an
ions were resolved.

ome Authorities by filing
of the Act. The Amended
in Resolution 2012-06

1. Cascade Board votes in March 2012 to amend the Interlocal Contract (s amendment and restated
on October 26, 2011) by 65% Dual Majority Vote to convert to an Authority under the Act. The

new Agreement complies with the requirements of the Act.

2. Cascade Board amends Bylaws and CWAC provision to make consistent with the new
Agreement in April 2012, effective upon completion of Step 3 and Step 4.

3. Membalegtslaﬂvewﬂnnuesmnfyammdmanmﬂnn120daysofSteprya65%Dual

Majority Vote.

4, CascadesmﬁandcomselﬁleﬂwAgrwnmtmﬂlSemetaryometc(eﬂ'ecuwdateof

Cascade as an Authority under the Act).

5. Cascade staff and counsel send notice to entities with'“dlom Cascade
required by bonds. , %

8-26

h%s contracts and as




Joint Municipal Utility Services Act Background Papers (3 0of3)

. _ . February 2012
CWATER AL!.DEANCE ‘ |

Joint Municipal Utility Services Act iImplementation

Cascade Water Alliance Is formed as a watershed management partriership under the interlocal
Cooperation Act (Chapter 39.34 RCW), which creates challenges for issues like financing, procurement and
agreements. As a result of the challenges, the Washington State Departments of Ecology and Health
cenvened a group of water related utilities to address critical legal issues surrounding existing or forming
reglonal organizations that deliver essential public services like water, sewer, stermwater and flood control.
A statewide collaborative process invalving thiore than 30 eritities resufted the 2011 Legislature approving
the Joint Municipal Utilities Services Act {Chapter 39.106 RCW) unider which entitiés may organize to
provide essential services to the public more efficiently and more cost.effectively. Cascade is in the process
of implementing the ohzmges of moving from a-watershed management partnership to a municipal

corporation, -

The Issue Lotall governments like Cascade that provide water, wastewsater, stormwater angd/or figad
-control services knew existing Umited legal authority to aperate jointly has created serious roadblacks to
their ability to provide services to the public.

Why it’s Important:  With increasing frequency, loeal utility-agencies are finding it beneficial and even
necessary, to arganize into reglonal organizatians. Yet they continus to face challenges because of the lack

. of certginty regarding their dbility ta jointly exarcise authiority and/for the ambiguous status of
intergovernmental entities created urider the Interlocal Cooperation Act.

Thi Prixcess:  In early 2010, Caspade Water Allance and LOTT Cleap Wistar Alliance sought to clarify legal
autherities, and sought legisiative clarification on key questions facing such entiles. These included:
whether intergovernmental bodies organized as non~profit corporations are entirely public or retain some
characteristics of private sector enfities; whether Interfocal agencies can themselves contract with :
additianal gevernmients under the Interlocal Cooperation Act; whether employess of intergovernmental
entitias are “public emplayees” eligible for participatian in varlous pension and benefits programs; which
public works, proeyrement and surplus property laws apply; whet fetieral and state tax exemptions are
avallable; and whether risk management responsibilities and protéctions for local governments apply to

interlncal agencies.

The Result:  The result was the Joint Municipal Utilities Servites Act that focuses narrowly on addressing
the issues listed above as they apply to municipal utilities. The measure facilitates provision of joint
municipal utility services.and does not expand the types of services provided by local governments or their

utilities. Nothing in the act alters the underlying authority of the units of local governments that enter into
agreements under the act or diminish in any way the authority of local governmenits to enter into A

agreements,

NextSteps:  Cascade is beginning the process of covering from a watershed management partnership to
a municipal corporation. The process includes a vote of the Cascade Board and its Member’s Legislative

‘authorities.
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ATTACHMENT B

’ SCADE WATER ALLIANCE
UTION NO. 2012-08

&
CASCADE

WATER ALLIANCE

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE CASCADE WATER ALLIANCE,
A WASHINGTON NONPROFIT CORPORATION,

ADOPTING AN-AMENDED AND RESTATED:INTERLOCAL CONTRACT AND |

. CONVERSION. OF CASCADE TO A JOINT MUNICIPAL UTILITY SERVICE

Oooperaﬂonm (Chapter 39.34 RCW) for ma purpose of !pmvldlng waier :

growing demands of its Members; and !

|
WHEREAS, Cascade was formed In April 1990, accanding to the terms
Contract (as amended in September 1989, November 2002, neeember-._

Member rights and obligations shall transfer m tha! new munk:tpal corporatior
the Interiocal Contact provides that upon a 66 peroent Dual Majority Vote as fa

for the conversion of exlsﬂng an lntefgovemmental entity formed under the Interioca
Cooperation Act (Chapter 39.34 RCW) into a joint municipal utility services authority under the
Act, if: the public agencles that are parties to an existing Interlocal agreement would otherwise
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be efigible to form an authority to provide the relevant utliity services; those public agendies

amend, restate, or reptace that interiocal agreement so that it materially complies with the

requirements of RCW 39,106.050; the amended, restated, or replacament agreement is filed

with the Washington state secretary of state consisient with RCW 38.106.030; and the

. amended, restated, or replacement agresmont expressly provides that afl fights and obligations
of the enfity formerly existing under Chapter 39.34 RCW or aother applicable law will thereafter

be the obligations of the new authority created under Chapter 39.106 RCW.

Whereas, upon compliance with thia réqulrements of Chapter 39.106 RCW set forth
above, the new joint municipal utllity services authority shall be a successor of the former
‘Intargovemmental entify for ali purposes, and all rights and obligations of the former entity shall
transfer to the new joint municipal utllity services-authority. Those obligations shall be treated as
having been incarred, enlered-into, or issued by the'new joint municipal wtility services authority
ard those obiligations shall remain in fuil force and effect and shall continue to be enforcaabis in

WHEREAS, in.acoordance with Secfions 3.3.and 10.4 of the Intefiocal Contract,

Cascade's Members (who are all public agencies that &re parties to an éxisting interlocal
agrearent ) are otherwise ligitle to form.a jolnt muricipal ufility services authority under the

Act to provide the relevant utility services; and
. WHEREAS, Casnade’s Mernbers Intsnd to ameiid and restate thé Irtsrocal Cantract in
compliance with the Act in-grderto convert Castade Into a Joint municipal utifity services
“authority; and 4
' WHEREAS, Qascade's-Members intend to transfer all Cascade rights, assets, liabilitiss,
and obligations to the jeint municipal utility services authority, to be created as provided hersin;
and
WHEREAS, Cascade’s Members intend that, a8 a Joint municipal utility services
authority, it will constitute a municipal aorpomﬂon and will-nio longer funcfion'as:a watershed
management partnership; and

WHEREAS, an amendment to the Interlocal Contract requites a 66% Dual Majority Vote
{ratified within-one huridred and twenty (120) days of such Dual Majority Vote by 65% Dual

Majority of the Members’ legislative authorities).
NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
CASCADE WATER ALLIANCE as foliows:
) 0 The Board approves and adopts

the March 28, 2012 Amended and Restated Interlocal Contract, in the form atiached, to be
known as the *Cascade Water Alliance Joint Municipal Utiiity Services Agreement” or

Cascade Resofution No. 2012-06
March 28, 2012
Page2of 3
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"Agreement” and directs the Chair and the Chief Executive Officer to distribute the Agreement

for ratification by Members' legislative authorities.

Section2,  Fornation, The Board directs the Chief

Agresment with the Washington state secretary of state consistent with RCW 39.106.030 and to
ster Cascadeas &

take any and aft other necessary steps to convert Cascade and to admi
Joint Municipal Utliity Services Authorlty.

Section3, _ Effective Date.
This Resolution.shall be in full force and effect on the déte-of its adoption

Officer to file the

ADOPTED AND APPROVED by the Board of Directors of the C
a regular meeting thereof, held on the 28th day of March 2012,

Aftest— Chuck Clarke, Chief Exeoutive Officer

Members
Yes
w D |
Demand Share, -
Yeos | % .
v _D % \
i Include in
i CWAC?
: Yes

Cescade Resolution No, 2012-08
March 28, 2012
Page Jof 3
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~ ‘ATTACHMENTC |

Cascade Water Alllance :
lmﬂocal Agnommt Table Propom Policy Changes

Papsl z.m

MMWM&UQ«!&:WWM
mﬂuﬂmmeds asmhcladh Momberslawiuly-adoplod-watarsupply that € 0w
ptmmrlbmvbe_am

: other Full Supply Commilments, and with a guasantesd peorly no lower then for any
- other Supply Commitment made by Cascade; provided that no Member Is guarsnieed

any given amount of supply or capacky.

ngnz " Section 34 Purposes.
Mﬁhﬁlﬂdbwmw Allows the Board to determine

Clarifics governing ethics codo as
RCW 42.23 (Nund) rather thea RCW
42.52 (State}

Page 15 mumummmuwwwmmum — '
Members, except where this Contract Agreoment raquires elther 8 65% Dual Majorlly  *Entontpasses committee discussion

Vole, &q provided In Sactins 4.7, 6:2, 5.5, 4, 7.3, 8.3, 103, 104, and Afficle 1f;0r  on changes b requirement for 85%
SoctionSacfions 103 Dusi Majortty Vote

mwuwmmamh
md 104 endAice 11. | -
“Pags 16 Boclion 43 Execulive Comniiins, .
Streamiines the Exec Comm
The Chal, Vice Chalr, Secretary, and Treasurer amd-chalpersors-of-Standing
Coneiose ogathershal contiuta Cascads's Exseuive Comendt, The Chakrfor  emberstip o focftato abiity o
mmﬁ)mmmmmummmlmb , )
break & tie. Tho Executive Commitiee’s dulies and responsibitties are sef forfh in the
. Bylaws, ‘
317 Section 4.6 Btafi, Consultants and Contractors.
Casoade siaff shall consist of a chief executive officer and other posifions established .
by resolution of the Board. The Board shall appoint, designate the le of, and Streamlines hiring process, except

mmmmdmmmm The Board shall hire of for auditor which witl remain Board

a0k oonsybants wmwmmyuumbmmbym

_Boerd of the Exscufive Commitae e . The Board may £iso
CWA Inierocs - - Propoted Palicy Changes March 21, 2012
Page10f2

YWPCASCADE GENERAL COUNSSEL' AGREEMENTS AND CORTRACTRUNTERLOCAL AGREEMENTUMUSAPEOPOSED POLICY CHANGES MATRIX (8-21-12.00¢C
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(green-font ss.stiow.on Tahloyersionof Amendments).<.. - |- ... - Notes
provide Bl achniniairative, professionel of iechnicel services ba performed by coniract

anis Section 6.1.1 Commitment to Members. etion of .
: “Ful” accurately
wwmm&mmmwmx’n&wzm | stspis with membersh!
: a Member .

Supply Commitment fo
that joins with Water Supply Assels sufficient to provide for Its needs during the
following fifteen (15) yoars (whether or not those Weter Supply Assels are transferred
to Cascade of reiained 2s Independent Supply.)

Page 24 Geckon55 Reglonal Capiial Faciites Charges.

mmmmmnummmmmu
mmmbmummum_

uwwwawwmmwmm mmmmu

Fage i Gection 71 Asset Managetnest. ] g
Cueade ust the h with hls.
m“mm &upply m mlwabla £5% Duad Majortty Vote,

Page 28 muﬁ.mmmm
wwmmmmmmmmw Amitation intanded for

. Mot mmmmmu imay be'of benefit to
ththﬁbM«mmmmu and ¥s membess under
Members fn fho extent praciicablle, excapt that such revenue reed notbe Wreatad as terma and condt

reducing or offsetling those amounts that are nacessary for the payment of debt service
mmmummdmwmmsnmm

Fage 92 Section 8.3 System Rekabiity Methodology. i
wmmmmammmum mmmm
b e e e Gear 1y e e i roq

]

Pagt S Baction 103 Disincorpomion, ' |
MWMM Wlﬁﬂmwmm&m  Adds rufffication requirement

Nt TRy v 1 A R)

ke mmm
wamhmmrmmmmmmmm
held by its then current Members as banants in common,

}
March 21, 2012

CWA Intarioce! - Proposed Polcy Changes - nth i

YAWPC/SCADE GRENERAL COURKEL AGR PFAIENTY Mmmmmmm:mmmmw CRANGER MATRIX 88.21-12D0C
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6/18/2008 bR

CITY OF BELLEVUE, WASHINGTON
RESOLUTION NO. 7763

A RESOLUTION authorizing the City Manager or his
designee to execute the Membership Audit Acceptance
Agreement Between Cascade Water Alliance and City of
Bellevue.

THE CITY COUNCIL OF THE CITY OF BELLEVUE, WASHINGTON, DOES
RESOLVE AS FOLLOWS:

Section 1. The City Manager or his designee is hereby authorized to execute
the Membership Audit Acceptance Agreement Between Cascade Water Alliance and
City of Bellevue, a copy of which Membership Audit Acceptance Agreement has
been given Clerk’s Receiving No. 4/5 %\’SC]

Passed by the City Council this _ 7%~ day of 9’/"47 , 2008,
and sngned in authentication of its passage this 7~ éfay of Owé,,

Wy,

Grant S. Deg@yé'f Mayor

(SEAL)

Attest:

MKW

Myrn4 L. Basich, City Clerk




LLEVUE RECORDS

NAGEMENT
CONTRACT FACE SHEET
Document Type: Contract ™ Franchise Agreement
M Mop ™ Right of Way Use Agreement
K Interlocal Agreement ™ Lien
[ Matice of Acceptance ™ Correspondence
™ Retainage [ Collective Bargaining Agreement
Status; ‘K New [ Ranewasl
[T Amendment [T Cancellation
™ Change Ordar
*Vandor Name! Cacrade Water Alllance
*JDE PO Number: RO ROET mor
*Effective Date: LR - of . Zosd
*Termination Date: A2 3) 2ot
Ameandment Effective Date: e
*Clerk's Receiving Number: (-_;!’.53-\3 &
Reiated Receiving Number: ~

Bid/RFP/RFQ/ITQ Number: -

Ordinance Number: o

Resolution Number: 73 (?}? [l e .z::'as')

CIP Number: -

Project Name: tembership Audit Acceptance tgresment
(o 200810\ 006N YL,
Vendor Number: 273/ 7

Flle Location: : [ 8 fasls

¥Denotes mandztory Relcs, IF referring to Retainage, please indicate the Terriingtian Date same as the Contract Termnatlan

Date.
(LY Face Sheet Date -2 Bes g’ s ot .Z*EL‘#{
Scan Data: ; ?;_ o-ff w

Index Date: _rj.m J—




Cityof g 2

Bellevue %z2:2

Past Ciffice Gow 900712+
Bellewvue, Wiashingron + 98009 901 2
r ) 796

LLEVUE
PAGERB] OF 2d1
18/17/2008 {2:56
FINF COUNTY, WA

Recording Cover Sheet

T King Courly Recordors Office
Fram: City of Bellevue City Clerk's (fice
PCI Box G007 2
Bellevue, WA 98005-94; 2
Diate: Septamber 29, 2008
Subjoct: ‘nterlocal Agreement Filing

The fedlcwing legislation and alfachod agreement are included for liline with King County Kecord's
{Ottice per ROW 39,854,040,

Circnrnment Agency: : Cily ol Bellewyo

Interlecal r\g"rs-l?r‘nr?n[ I:-;;arllc |p.1r1t;-.:. | Cascade water Alliance and Cily of Belleyvue

x"duptl ng, Legislation: - "??ﬁ.l " ]
Clerk's Receiving Numbers: CR# 44339 -

I:J'Et.ScripLin:;rn: sdernbershep Aol ;':'LI:ZLZ':‘[JI:{-JHI'_'E Apresmant

.I.QE::n-rding"FW L4200
- (fi-6154 )

Pul cupy of dbove agreement available a. e Cily +f Reliovie, City Clerks Records Division, 11577
Mair Streal, Bellevae, WA [425) 436805 email: cityelerkger bellevwe waus

iaking County Recordinesiinina KL Cover Sheefd 3339 KO Recording.dac







EOF %0 B-
es 73

MEMBERSHIP AUDIT ACCEPTANCE AGREEMENT
Between
- CASCADE WATER ALLIANCE

And

CITY OF BELLEVUE

MEMBER

May 23, 2008




Cascade Water Aliance {"Cascade™) and the City of Bellevue (*Bellevue™) enler into this
Membership Audit Acceptance Agreement {the “Audit Agreement”) with respect io Bellevue's
public water system.

Articfe |2 Authority — Audit Predicate — Audit - Definitions

Section 1.1  Authority. Article ¥, Section 522 of the Cascade Water Alliance
Amended ang Restated Interlocal Contract, dateg December 15, 2004, (the “Interlocal™) requires
an audit of each Member's water system and Independent Supply, if any, for the pumeses of (1)
determining Cascade’s supply obligation to that Member, (2) recognizing when the Member has
lost independent Supply, and (3) allocating credits against the Member's Regional Capital
Facility Charge for its Indepandent Supply.

Section 1.2 Audit Preclicate. Cascade's supply obligations (water quantiy and
quality) and related supply obligations and the Members cbligstions concerning planning,
conservation, shortage management, Independant Supply, and payment of Rates and Charges
are established by the Interlocal. This Avdit Agreement is intended to implement, not modify the
Interlocal, ang nathing herein shall change the benefits or obligations of a party to the Interocal.

Section 1.3 Audit. This Audit Agreemenl incorporates and adopts the audit of '

Bellevue's public waler system, dated May 23, 2008, performed by Cascade Water Alliance (the
*Audit”). The Audit was performed accorting o a methodology adopted by the Boerd of
Directors of Cascade (the "Board") in Resolition No, 2008-04. The original Audit is on file with
Cascade. A ifrue and accurate copy is attached hereto as Exhibit A

section 1.4 Definitions. Capitalized terms not otherwise defined in this Agreement
shal have the meaning assigned to them in the Inlerlocal. The following words have the
following meanings when used In this Agreement;

ay Production Requirement — The quanity {seasonal and annual) of water &
Member is reguired to supply from its Independant Supply as establishad by
the Audit and set forth in Section vV of Exhibit A,

b) Failure to meet Production Requirement — A Members voluntary or
involuntary failurs to meet Production Raguirements and s declared by a
resclution af the Board.

¢) Loss of Supply - A Members permanent Failure to Meet Producion
Requirements, or a portion thereof, and so dezlared by a resclution of the
Board.

Article I Independent Supply

The Audit accurately identifies and quantifies Betlevue's Independent Supply for the
purpose of establishing Cascade's supply commitment to Bellevue.,
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Article [1): Supply Commitment

Cascade's supply committment, as provided in the Interlocai and further defined by the
Audit, shall be imglementsd through tha Peints of Delivery that are identified in Exhibit A,

Article IV Wheeling

Al existing wheeling amangements between Members or between Members and non-
mambers as described in Exhibit A shall reman in effect. For future wheeling arrangements,
Cascade zhall pay wheeling charges when, in the judgment of the Board, a whasling
arrangement represents a cosi-effactive way to provide water to a Member or nan-member.

Article V: Paoints of Delivery

Section 51  Cascade shall either own, or by conitract with Seattle, have wholesale
master maters at all points of defivery of the regional transmission system as sat forth in Exhibit
A,

Section 5.2 Costs related to installation of future wholesale master meters initiated
by Cascade shall be bome by Cascade. The cost of installing any future wholesale master
meters notl initiated by Cascade and not isted in Exhibi A shall be charged pursuant to
Cascada’s fiscal policies to the entity {Member or non-member) receiving the water.

Sectian 53  The hydrautic gradients for the points of delivery are established in
Exhibit A A Member may request changes to such hydraulic gradient{s} to avoid adverse
impacts to their distribution system. Cascade shall assume the initial cost of any adiustments
required at the Mamber supply connection to match the defined range. Cascade shal also
assume the initial cost of any adjustments (within the Member's distribution system) resulting
from changes to the defined hydraulic gradient range caused by Cascade. Thereafter, the cost
of any subsequent adjustments shall be borne by each individual Member. Under emergancy
conditicns or other unusual short-tarm operating situations, Cascade shall not be obligated ta
maet minimum hydrauhic gradients,

Articie Vi: RCFC Credits —Independent Supply - Production Requirements — Loss

Section 6.1 Award of Credits.  According to the Audit. Bellevue is entitled to and
shall have 0 credits against the Regional Capital Facilities Charge.

Section 6.2 Production Reguirements — Waiver
5.2.1 Bellevue gucepts the Audit and the Production Requirement estabiisned by the

Audit and sat forth in Exhibit A, and agrees to produce water from its Independent Supply in an
amelunt at least sufficient to mest its Production Requirements.
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522 The Beard may temporanly modify or waive Production Reguirements when:

& the modification or waiver will not result in any increased demand upon
Cascade or any increased cost to Cascade;

b. the modification or waiver is based upon unforeseen events such as
equipment failure, natural disaster, or other situvation that could not have
been reasonably fereseen by Member(s);

c. the modification or waiver i based upon a pianned temporary interuption
of production as might be needed to perform routine maintenance or
modification to a Member's system, the impacts of which have been
coordinated in advance with Cascade;

d. the meodification or waiver is warranted by considerations of eguity and
fairness as deterrmined in tha sole discretion of the Board:

@

the modification or waiver i3 based upon an agreed demand mitigation
slan submitted by a Member and accepted by the Board; or

f.  The medfication or waiver is in effect only for a specified and limited {not
o excacd one year) period of time.

Section 6.3 Production Requirements - Administration and Enforcement.
Produclion Requiremenis shall e administered and enforced as follows:

5.3.7 Cascade will monitor Members' Independent Supply and Cascade’s supply to
Members through the collection of necessary reports and data. Cascade will evaluate
Independent Supply preduction relative to Production Requirements and periodically report Lo
Members on status, The frequency of such raporis will be determined by practical timeframes
for receipt and compilation of necessary data from regional and local sources. | a Member fails
ta meet Production Requirements, Cascade will notify the Member and the Board 3s soon as
practical, ' -

5.3.2 Each year, Cascade will periodically assess the supply and demand situation to
determine whether Production Requiraments may be waived or reduced based on a finding of
surplus in water supply capacity or capability relative to demands. In the event of shortage
conditions invoking shortage response, Cascade will work with Members to maximize those
Members' reliance on Independent Supply while recognizing that concurrent demand reductions
may cause de facto reductions in the ability to put Independent Supply to full productive use.

6.3.3 The Production Requirement shali be reduced pro rata to reflect a reduction in
demand levels in any year. For this purpose, Cascade shall determine the actual Cascade
usage per CERU for its collective Members, divide this usage by the standard usage per CERU
gstablished and used by Cascade, and multiply this ratic times the Production Requirement.
Tris shall be done separately for annual ard peak ssason demands and Production
Requiremants.

6.3.4 Shortfalls in production that are not waived by the Board or otherwise satisfied by
apy of the foregoing shall be docurnented by a resolution of the Board that shall impose
penalties according to a graduated series of financial surcharges and operational sanctions, as
follows:;
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Cascade Actions for Member Shortfall in Independent Supply Production

Financial Response
{appiies ta volfume of shortfail)

Operatichal Response

Frequency
|  Peak Season \
Shortlall Annuat Shortfall

1 occurrence in | None None Cascade nolifies Member and
20-year rolting Board adopis resolution
patiod declaring production failure
7% occurrence in | Surcharge equal | Surcharge gqual | Cascade uotifies Member and
20-year rolling te 25% of to 5% of Board adopts resolution
period Cascade's Cascade's . declaring 2" production failurs,

average cost per | average cost per | imposing penalties, and

ccf deliverad™ cof delivered” detailing consegquences of

further failures

39 and subsequent | Surcharge equal | Surcharge equal | Cascade natifies Member and

oocurretices in 20- | {c 200% of ta 80% of Board adopts resclidion

year rofling period | Cascade's Cascade's declaring 3™ production failura,
average cost per | dverags cost per | imnposing penaities, and
cof delivered” ccf deliverad* warming that a fourth faiture will

be deemad a Member
declaration of *loss of supply”

average cos! per ool defivered” is defined as lolai annual Cascade Demand Share revenus divided
By lotal annual Cascade volume deliversd.

Provided that only one occurance of a shortfall in Independent Supply Production may
be declared per yaar, and pravided further that in the event of multiple shortfalls in the same

year (e.g9. both peak season and annual shorffails), the financial penaity shall be the greater of
the calculated penaltieg,

8.3.% A resolution declaring a permanemt Loss of Suppiy shall be adopted by the Board

upon the 4" octurrence of a Failure to Meet Production Requirements in a 20 year rolling
period.

6.3.8 Whanever a2 resoiuticn declaring a Loss of Supply has been adopted by the
Board, {a) the Member shall concur in the declaration of Loss of Supply and formally request an
addittonal Full Supply Commitment fram Cascade in accordance with Section 5.2.2 of the
Interlecal (b} Cascade ahall, at the Member's expense, perform an zudit according 1o the
approved audit methodology to guantfy Cascade's additional Fulf Supply Commitment to the
Member, and (o} Cascade shal' impase, by resalution of the Board, the applicable annual
financial penalties pravided far In Section 6.3.4 of this agreement for that Loss of Supply, until
the Member submits to Cascade a formal request for an additional Full Supply Commitment
according to the Interlocat,

837 Whenever a Member experiences a Loss of Supply, that Loss of Supply shall be
documented in a resolution of the Board and copy provided to *ha Member. The resoiution shall
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state the basis for the Board's declaration. A resolution declaring a Loss of Supply may be
rescinded upon a showing satisfactory to the Board of replacement of lost supply consistent with
the requirements of the Interiocal.

ARTICLE VIi: General

Section 7.1  Integrated Agreement, This Agreement implements provisions of the
Interlocat and skall be construed and interpreted to that effect; otherwise, this document and ali
attachments integrates all prior oral and written representations between the parties and is the
complete agreement between Cascade and Bellevue concerring the Audit of Believue's public
water system.

Secticn 7.2 Amendment  Except as otherwise pravided, this Audil Agreement may
be armended only in writing and only if such writing is signed by the Member and by Cascace;
provided, howsever, an approved water system plan that modifies the Member's service area
shall amend the service area described in Section 2.1 pending a further Audit of the Mamber's
public water system in accorgance with the Interlocal.

Section 7.3 Interpretation and Venue., This Audit Agraement shall be interpretad
and construed according to the laws of the State of Washington; provided that the Interlocal, the
Audit. and applicable Cascade resolutions may be consulted as aids to interpretation and
construction. Any action to enforce this Agreement shall be brought in King County.
Washington,

Section 7.4 Effective Date, This Audit Agreement shall be effective on the date that
it is approved by rescluiion of the Board.

CASCADE WATER ALLIANGE 0@)
By f]
Data
Chair, P @
Attest -
{xate
Secretary
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MEMBER
By:

Brom? MM_ Date 7 -{{-08

Mayar or City Mangger or President of Commissioners

Attest

%W Data 7 - & &

i}" 1
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MEMBER WATER AUDIT

CITY OF BELLEVUE

PREPARED FOR CASCADE WATER ALLIANCE

May 23, 2008
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Section I: Purposc & Background

This water audit crlines the supply relationship between Cascade Water Alllance (Cascade) and
its dlembers, documenting cach Momber’s official service arca and independent supply sources.
As a condition for membership in Cascade, Members with independent supply sources
participated in a water system audit in 1999, The audit included a review of Member-owned
indepandent supplies, which resulted in an award of independent supply credits for use against
future Regional Capital Facilities Charge (RCFC) payments. The prior audits were conducted on
the premise that Cascade would commence operation and supply delivery in 20080 — however,
Cascade did not begin delivering water wntil 2004.

Cascude has recogmized the need w vpdate e prior audits for Members wilh independent supply
sources to establish Mamber cbligations to produce water from independent supplies, and to
define RCFC credits (redeemabls beginning in 2008). Thiz document has been prepared in
accordance with Article ¥, Section 522 of the Amended and Resiated Cascade Interlocal
Conttacl (dated December 15 20040, which aothoeizes Cascade to conduct audits of the
independent supplies of its Members at any time. Given that the City of Bellevue does not have
any mdependent supply sources of its own at present, the primary purpose of this audit is to
documecnt the supply relationship balween the City and Cascade,

Section II: Utility Description

The City of Beilevue is a manicipal corporation that owns and operates a pohlic water system
serving customers inside its water service area. Table 1 summarizes infornmation pertinent to the
City’s water system:

Tabla 1: General Water System Infq:mgtinn — City of Bellowue
Water System Nare: City af Bellovue

Water System [D Mo

Water System Classification: Group A — Community '1ype
Type of Ownership: Local Government

Owmer By

Address:

Systern Contact Person:

CCRLU Count as of 12/51.04; 64,194

Sowrees nf Information: Cazcade / City Records

Section 2.1 Service Ares

The City purchases water 1o serve jt3 customers, most of which contes [rom Seatile (through the
Cageade Block) — however, @ also receives some water from Kirkland. Bellevue supplies water
Lo Redmond 10 serve the Overlake / Viewpoirt area, and supplies water to Issaquah to serve the
Momireaux / Lakemont neighborhoods.  Rellevee also has an agreement with the Coal Creek
Lhiligy District whare the Distrct wheels Szattls water to serve a portion of Bellevoe's service
area. (Figure 1 Map of Service arca)

Sectiom 2.2 Pre-Existing Serviice Commitments fo Noa-Members

The City dees not have any pre-exisiing service commitments io non-members. The City
provides retail service within soveral neighboring junisdictions as idemified in Section 2.1 above.
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Section 2.3 Distinguizhing Characteristics & Considerations

The following considerations are unigue to the City of Bellevue's water system:

. The City provides retai] waler service to several adjaceni communities, including the
Cities of Medina, Hunts Point, and Yerrow Point.

» The City has anncxed a couple of nearby termitories, including patt of Coal Cresk Utility
Distriet (2003} and King County Water District #1 (2005),

- The annexation of King County Water District #1 wag coordinated with and
approved by Casx;adq, and RCTCs were paid for the added customer base.
|
- With the annexetion of Coal Creek Uhitity Dvistrict, Cascade’s block of water
vnder the Sealtle Public Utility coniract was correspondingly increased.

Section IIT: Supply Commitment

Section 3.1 Delivery Points

The specific Pamts of Delivery are id:cntiﬁﬁd in Figare 1. The lacation of each Point of Delivery
is listed in Table 2 and is the Points of Delivery as defined by the Member agency at the time the
wailer andit was finalizec.
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Table 2

TABLE OF DELIVERY POINTS

LOCATION

JURISDICTION

STA_NO

Mimimuom

HYDRAULIC GRADIENT
{rt)

Maximum

TYPE

132nd Avenue 3E & BE

26th Street
Rickard Roar)

Ballavye

59

425 530

SUPPLY

128th Avenus SE &
MNawpor Way
{Somsrset)

Ballevus

56

435 520

SUPFLY

Mercar Island Pipalina &
108th Avenua SE
{Enatai]

Belleyus

B85

420 520

—r—.

SUPPLY

140th Avenue NE & A0th
Strest
{NE 40"}
132nd Avenue ME & ME
14th Sireet
{Bel-Red Road)

83

204U 20

SUPPLY

| Bellevue /Redmond

62

470 710

SUPPLY

132nd Avenua NE & NE
24th Street
{Chemy Crest)

Bellevus

Bellzwye

£3

F20

SUPPLY

152nd Avenue ME & NE
Ath Strast
{NE 8")

Bellevue/Redmond

g1

460

SUPPLY

145th Place SE & SE
28th Streat
{SE 28"

Bellgvue

&8

470

SUPPLY

14509 5E Newport Way
(Eastgats)

Ballevue

60

225 SED

SUPFLY

14500 SE Newport Way
- 164"

Bellevueflssaquah

&7

923 580

SUPPLY

12Bih Avenue SE &
Mewport Way
{Newport High Szhool)

Bzlleyye

53

435 530

124th Avenue SE & GE

38th Place
{Factarial

|

Bellevue

128th Avenue 5E & SE
TOth Stresd
(COLUD Meter)

Balevue

124

424 520

SUPPLY

SUPPLY

29

SUPPLY




Seclion 3.2 Wauter Qnality

As part of the Cascade Interlocal Contract, Cascade is responsible for the quality of water
delivered through its system up to the delively poinds specified in Section 3.1, The City
maintzins responsibiiity for the water quality of its independent supply svurces. Beyond this,
Cascade and its Members continge e develep pulicy and practice related worelative duties and
responsibilities for water quality monitoring, management, and compliance.

Secdon 3.3 Shortares and Orher Su Restrictions

Sectiom 7.3 of the Interlocal Contract specifically addresses the actions that Cascade and the
Members will take in the event of supply shortages, In sumimary, Cascade will reduce or hall
intestuptible supply commitments first; in cases where further usage restrictions are needed,
Members wiil share the assoclated burden wider a shortage management plan adopted by
Cascade’s Board of Directors.

Section IV: RCEC Credits

The City ol Beilevue does not correatly have any independent supply sourges — ir acquiras the
water that it needs from wholesale water porchases and transfers from ather Members. Fuoture
acquisition end intzgration of independent supply sources would reguite approval from Cascade,
with any credits being awarded at the discretion of Cascade’s Board of Directors.

Section V: Production Requirement

As noted, the City of Bellevue does not currently have any independent supply sources —
consequently, the City does not have any independent supply production requirements. If the
City should acquire and integrate any independent supply spurtes (with the Board’s approval) in
the futwre, Cascade may estabiish independenl supply production requitements that are
cornnensuraie with any RCFC credits awarded to the City,
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Pipeline Operations Agreement

AGREEMENT FOR OPERATIONS AND MAINTENANCE
OF CASCADE WATER ALLIANCE PIPELINE

THIS Pipeline Operations Agreement between the CASCADE WATER ALLIANCE, a
Washington public nonprofit corporation (“Cascade”), and the CITY OF BELLEVUE, a
municipal corporation (“Bellevue”) is made this day of 2006.

WHEREAS, the Cascade Water Alliance is a public nonprofit corporation established by
- Interlocal Contract under the authority of Chapter 39.34 RCW, the Interlocal Cooperation Act,
and incorporated under Chapter 24.03 RCW to further the interests of its members with respect
to water supply and to work cooperatively with other water supply entities in the central Puget
Sound region, and

WHEREAS, pursuant to the Pipeline Transfer and Acquisition Agreement, Bellevue
transferred ownership to Cascade of a 24-inch transmission main (“the Pipeline”) consisting of
* water pipelines, valves, fittings, thrust restraint and appurtenances from the point of connection
from the Seattle inlet at the Eastside Reservoir to a point of connection at the intersection of
163™ and Newport Way in Bellevue, Washington, and

WHEREAS, Cascade does not have staff to perform maintenance and operations of its
newly acquired Pipeline facilities, and '

WH'EREAS, Bellevue is willing to perform such maintenance and operations on behalf of
Cascade, and

WHEREAS, Cascade wishes to contract with Bellevue for the operations and
maintenance of its Pipeline facilities from the point of connection from the Seattle inlet at the
Eastside Reservoir to a point of connection at the intersection of 163™ and Newport Way in
Bellevue, Washington,

NOW THEREFORE, the Parties agree to the following:

1. CASCADE WATER ALLIANCE:

A. Cascade is responsible for the operations and maintenance of the Pipeline facilities
and is contracting the performance of such work to Bellevue.

B. Cascade will determine with Bellevue how best to operate the Pipeline facilities to
ensure adequate water supply and water quality in accordance with the Cascade
Interlocal Contract. Bellevue will continue to operate and maintain the Pipeline in
accordance with its current practices, until Bellevue and Cascade develop mutually
agreeable operating guidelines.




C. This Agreement does not delegate Cascade’s responsibility under the Cascade
Interlocal Contract for the delivery of water supply and the water quality of such supply
to any of its members.

2. BELLEVUE:

Bellevue shall operate and maintain the Pipeline facilities, on behalf of Cascade, located
from the point of connection from the Seattle inlet at the Eastside Reservoir to a point of
connection at the intersection of 163" and Newport Way in Bellevue, Washington.

3. OPERATIONS:

Bellevue agrees to coordinate and cooperate with Cascade on operatioh and maintenance
of Cascade’s Pipeline facilities to help Cascade ensure the delivery of water supply of
quality and quantity in accordance with the Cascade Interlocal Contract.

4. COST REIMBURSEMENT:

A. Cascade shall reimburse Bellevue for all time and materials and 3" party
expenditures/billables (e.g. power bills) used to perform the required maintenance and -
operations of the Pipeline facilities in accordance with Cascade standards. Iricluded shall
be an amount not to exceed 18% for overhead and other indirect costs attributable to the
performance of such maintenance and operations. The 18% overhead rate shall be
periodically reviewed and adjusted as necessary to ensure consistency with Bellevue
overhead rates.

B. Bellevue shall provide Cascade a semi-annual invoice for all costs associated with °
providing such operations and maintenance.

C. Cascade shall pay such invoice within 30 days of receipt.

5. LIABILITY/HOLD HARMLESS:

A. Bellevue shall indemnify, defend, and hold harmless Cascade, its officers, agents and
employees, from and against any and all claims, losses, or liability, including attorneys’
fees, arising from injury or death to persons or damage to property occasioned by any act,
omission or failure of Bellevue, its officers, agents and employees, in the performance of
this Agreement and as to claims against Cascade, its officers, agents and employees,
Bellevue expressly waives its immunity under Title 51 of the Revised Code of
Washington, the Industrial Insurance Act, for injuries to its employees and agrees that the
obligation to indemnify, defend and hold harmless provided for in this paragraph extends
to any claim brought by or on behalf of any employee of Bellevue. To the extent any of
the damages referenced by this paragraph were caused by or resulted from the concurrent
negligence of Cascade, its agents or employees, this obligation to indemnify, defend and
hold harmless is valid and enforceable only to the extent of the negligence of Bellevue,
its officers, agents and employees.



s B. Cascade shall indemnify, defend, and hold harmless the City of Bellevue, its officers,
! agents and employees, from and against any and all claims, losses, or liability, including
attorneys’ fees, arising from injury or death to persons or damage to property occasioned
by any act, omission or failure of Cascade, its officers, agents and employees, in the

v performance of this Agreement and as to claims against Bellevue, its officers, agents and
; employees, Cascade expressly waives its immunity under Title 51 of the Revised Code of
Washington, the Industrial Insurance Act, for injuries to its employees and agrees that the
obligation to indemnify, defend and hold harmless provided for in this paragraph extends
to any claim brought by or on behalf of any employee of Cascade. To the extent any of
the damages referenced by this paragraph were caused by or resulted from the concurrent
negligence of Issaquah, its agents or employees, this obligation to indemnify, defend and
hold harmless is valid and enforceable only to the extent of the negligence of Cascade, its
officers, agents and employees .

6.. DISPUTE RESOLUTION

Both parties to t}ns Agreement shall use every reasonable effort to resolve any
maintenance or operational issue arising under Agreement or any dispute regarding the
eligibility of costs for reimbursement by Cascade. In the event the parties are not able to

- resolve a dispute arising under this Agreement, the issue shall be directed to the General
Manager of Cascade and the Utilities Director or other designee of Bellevue for
resolution. In the event that resolution is still not reached, the General Manager and
Utilities Director or other designee shall agree to the appointment of a mutually

acceptable third party who shall meet with the parties, hear argument and provide a

§ written decision which shall be advisory but non-binding on the parties. .

ozE

IR

P 7. AUTHORITY:

By signing this Agreement, each party certifies that it has the authority to bind its
respective governing bodies to all of the terms and conditions of this Agreement. This
Agreement may be terminated by either party upon giving the other party 6 months prior
wriften notice. The provisions of Paragraph 5 shall survive termination of this
Agreement.

8. EFFECTIVE DATE:

This Agreement is effective upon the date of last signature below.

s,

CASCADE WATER ALLIANCE, a

WaShW fit corporation
. // 4

It xR 47
Dated: S-30- OlD

ey
i

s




Attorney for Cascade

Approved/as to form:

By: (f

City of Bellevue Attorney

Attest:

S

ﬂ

CITY OF BELLEVUE, a municipal
corporation

By DA

Apspln
Its:__[fstoron Mm Gty b

Dated: 4 ~30- &’

- Attest:

CITY CLERK

By:
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PIPELINE TRANSFER AND ACQUISITION AGREEMENT

THIS AGREEMENT ("Agreement") is between the CASCADE WATER ALLIANCE, a
Washington public nonprofit corporation ("Cascade"y and the CITY OF BELLEVUE, a
municipal corporation ("Bellevue"). :

RECITALS

I. The Cascade Water Alliance is a public nonprofit corporation established by
Interlocal Contract under the authority of Chapter 39.34 RCW, the Interlocal Cooperation Act,
and. incorporated under Chapter 24,03 RCW to further the interests of its members with respect
to water supply and to work cooperatively with other water supply entities in the central Puget
Sound region. '

2. Bellevue owns a 24-inch water transmission main (the "Pipeline”) that conveys
water from the Seaitle Inlet at the Eastside Reservoir to the intersection of 163" and Newport
Way in Bellevue.

- 3. Bellevue has agreed to transfer ownership of the Pipeline and its capacity to
Cascade, and Cascade has agreed to accept ownership of the Pipeline and its capacity according
to the terms and conditions of this Agreement.

4. After title to the Pipeline is transferred to Cascade, Cascade shall have
responsibility for operations and maintenance of the Pipeline.

AGREEMENT
NOW, THEREFORE, the Parties agree as follows:

1. Cascade Acquisition of Pipeline. Cascade shall acquire from Bellevue exclusive title to
the Pipeline, along with all appurtenances and real property interests (if any) associated with the
Pipeline as provided in this Agreement. The Pipeline consists of water pipelines, valves, fittings,
thryst restraint, and appurtenances from a point of connection from the Seattle Inlet at the
Eastside Reservoir to a point of connection with the Issaquah pipeline purchased by Cascade in
December, 2004 at the intersection of 163™ and Newport Way in Bellevue, as more fully set
forth in Exhibit A. ' '

2, Transfer of Pipeline and Capacity. Bellevue shall convey the Pipeline and the Pipeline’s
‘ capacity to Cascade as follows:

A. Bellevue shall transfer the Pipeline and its capacity to Cascade without
monetary consideration; provided that, if in the future Cascade provides
compensation to any of its members for the transfer of member assets that are to
be used by or for the benefit of Cascade and its members, Cascade shall
compensate Bellevue for the reasonable value of the Pipeline as of the original
date of the transfer.

B. In consideration of the transfer of the Pipeline and its capacity, Cascade shall

-1-




accept ownership of the Pipeline and operate and maintain the Pipeline such that water
delivery to its members is consistent with the Cascade Interlocal Contract. Cagcade may
- enter into a contract with another party (which may be a Cascade Member) for

C. Bellevue shall retain ownership of and operation responsibility for the booster
pump station located at 161! and Newport Way; provided that all of Bellevue’s costs
associated’ with the booster pump station, including but not limited to, operations,
maintenance, repair and replacement costs, shall be Cascade’s responsibility. Costs
associated with the booster pump station shall include, but not be limited to, all time and
materials and 3" party expenditures/billables (e.g. power bills) and include an amount not

~ to exceed 18% for overhead and other indirect costs. The 18% overhead rate shall be
periodically reviewed and adjusted as hecessary to ensure consistency with Bellevye
overhead rates. Cascade shall no longer be responsible for costs associated with the
booster station if Cascade changes the operation of its system such that the booster pump
station is no longer necessary, so long as Bellevue’s water supply service to its customers
s not adversely impacted. Cascade shall continue to be responsible for any removal or
decommissioning costs associated with the pump station.

return the Eastgate park property to its pre-maintenance or pre-repair condition at the
termination of any such activity. :

Exhibit A to this Agreement.

3. Indemnification and Hold Harmless. Cascade shall indemnify, defend and hold harmless

Bellevue, its officers, agents and employees, from and against any and all claims, losses, or
liability, including attorneys’ fees, arising from injury or death to persons or damage to property
occasioned by any act, omission or failure of Cascade, its officers, agents or employees, in the
performance of this Agreement. This includes but is not limited to any liabilities resulting from:

A. Construction of upgrades to the Pipeline as required by this Agreement or by the
Pipeline Operations Agreement.

B. The transition of service from Bellevue to Cascade’s supply system.
C. Leaks or breaks in the Pipeline after the execution of this Agreement.
D. Prior and future actions of Cascade and its agents other than Bellevue.

4. Closing. The parties shall not be obligated to close unless and until each party has

2




performed its covenants and obligations hereunder.

A. Closing shall occur on or before 2006 at the offices of ,
or at such other time and place agreeable to the parties. Bellevue and Cascade shall each
be responsible for one-half of the closing costs.

B. At closing CASCADE shall deliver to BELLEVUE:

1. A duplicate original of the Pipeline Operations Agreement properly
executed by Cascade.

C. . Atclosing BELLEVUE shall deliver to CASCADE:

1. A Bill of Sale transferring to Cascade all of Bellevue's right, title and
interest in the Pipeline and its capacity and warranting that Bellevue has exclusive
title to the Pipeline. Other than the above warranties, the Bill of Sale shall indicate
that the sale is an “As Is” sale, with no other warranties, express or implied.

2. Properly executed conveyance documents conveying to Cascade those real
estate interests (if any) associated with the Pipeline.

3. A duplicate original of the Pipeline Operations Agreement properly
- executed by Béllevue.

4. "As Built" Pipeline documents in the possessio\n of Bellevue.

D. When the requirements of 3(B) and 3(C) have been fulfilled, this transaction shall
be closed without further instruction. : -

E. To the extent that there are any taxes, special assessments or utility service fees
relating to the Pipeline or its use that are the legal obligation of one party but are attributable in’
part to a time period during which that party did not have possession of the Pipeline, then the
parties will share in the obligation to pay such taxes, assessments or fees on the basis of a
proration as of Closing. Cascade may record such deeds, assignments and other transfer
documents as it desires and shall pay the cost thereof, Based on current State law, the Parties do
not expect that any retail sales tax, use tax, real estate excise tax or any other transfer tax will be
due on the contemplated transfer. However, if any such tax is due, the Party legally obligated to
pay such tax shall do so.

5. Transfer of Responsibility.

A. Effective 12:01 am. on the day immediately following Closing, Bellevue
relinquishes responsibility for the Pipeline to Cascade, and Cascade assumes
responsibility for the Pipeline on that date. ‘ ‘

B. Effective 12:01 a.m. on the day immediately following Closing, Cascade shall be
fully responsible for the Pipeline at Cascade's sole cost. The Pipeline shall be operated

-3-




by Cascade as a regional facility, providing water supply to Cascade members that can be -
served by the Pipeline. '

C. The Pipeline shall be operated according to requirements of law and the terms
and' conditions of the Pipeline Operations Agreement and the Cascade Interlocal
Contract. Cascade shall maintain the Pipeline in accordance with the more stringent of

 Industry standards or standards adopted by Cascade. Cascade shall maintain the Pipeline
in accordance with industry standards such that if or when Bellevue withdraws from
Cascade or Cascade dissolves, the Pipeline will be in a reasonable condition based upon
the length of time it has been in service.

D. Cascade’s ownership of the Pipeline shall be subject to the following limitations -
should Bellevue withdraw from Cascade or should Cascade dissolve.

1. Bellevue withdraws from Cascade:

a. Cascade will continue to own and be responsible for the Pipeline.

b. When Bellevue witlidraws, Cascade shall continue to deliver water purchased
by Bellevue from sources other than Cascade, through the Cascade Supply
System, in an amount equal to the volume of Cascade water received by Bellevue
through the Pipeline, at a cost equal to a then agreed upon fair share of Cascade
costs. This cost may include operational and future replacement costs. Provided
however, if Cascade chooses to upsize the Pipeline to meet its own needs,
Bellevue will not be responsible for any of that cost, and Cascade will continue to
provide service as provided in this Section 4(D)(1)(b).

2. Cascade Dissolves:

a. The Pipeline and its capacity shall be returned to Bellevue at no cost with no
warrantees, guarantees or encumbrances and shall not be subject to Article 10 ,

“Duration and Dissolution; Withdrawal” of the Cascade Water Alliance
Interlocal Contract.

b. Bellevue, as owner of the Pipeline, shall continue to allow access by -
agencies that depended upon this facility for supply service while it was
owned by Cascade and shall wheel water for agencies that received supply
from Cascade through this facility at a fair cost to be negotiated during the
dissolution procedures of Cascade. This cost may include operational and
future replacement costs. '

6.  Severability. The invalidity or unenforceability of any provisions of this Agreement shall
not affect the other provisions hereof, and this Agreement shall be construed in all respect as if
such invalid or unenforceable provisions were admitted.

7.. Amendment. No change, amendment or modification of any provisions of the

4




Agreement shall be valid unless set forth in a written amendment to this Agreement signed by
both parties.

8. Authorization. By signing this Agreement, each party certifies that it has the authority to
bind its respective governing bodies to all of the terms and conditions of this Agreement.

9. Effective Date. This Agreement is effective upon the date of the last signature below.

CASCADE WATER ALLIANCE, a
Washington nonprofit corporation

By: /%/ 7/ /4
Tts: C}W‘\JIZ'/:/ /
Dated:_ S-=0-Olp

Attest:

sy g
&

.Approved as to form:

CITY OF BELLLEVUE, a municipal
corporation

By: m W i ' '
Its: /{?Jﬂ{z}g Qé%} 6»[7_;1 %&
Dated: [ =36~

Attest:
CITY CLERK

By: WXM—-

Approved as to form:

By: %&» f i
% City Attorney
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“Bonds” means short-term or long—temi bonds, notes, warrants, certificates of

indebtedness, or other obligations issued by, or on behalf of Cascade.

“ByLaws” means the ByLaws of Cascade, as adopted and amended by the Board.

“Cascade” means the Cascade Water Aﬁiance.

“Cascade ERUs” (“CERUSs”) means equivalent residential units, calculated according to
the Regional Capital Facilities Charge Methodology.

“Cascade Source Exchange Program™ means a program adopted by Resolution of the
Board for the replacement of all or a portion of a public water systems existing water supply to
benefit stream flow and fish without serving growth or increasing that system’s water supply. A
program utilizing Lake Tapps Water Supply shall include the terms and conditions for source
exchange contained in the Lake Tapps’ Water Right Report of Examination.

“Cascade Source Exchange Program Agreement™ means an agreement between
Cascade and a Member or another public water supplier to implement the Cascade Source
Exchange Program.

“Cascade Supply Date” means the date for the Founding Members and each new.
Member, established by Resolution of the Board, upon which C_éscade undertakes a Supply
Commitment. e

_“Contract” means this Cascade Water Alliance Interlocal Contract.

“Demand Share” means either a Member’s current share of water provided through the
Supply System, or estimated share of water to be provided through the Supply System, whether
Full Supply or Interruptible Supply, expressed in millions of gallons per day. Demand Share is
calculated according to the Rate Calculation Methodology.
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“Dual Majority Vote” means Board approval of a proposal on the basis of a simple
majority of all Members, allowing one vote per Member, together with a simple majority of all
Members on the basis of each Member’s Weighted Vote. A “simple majority” means a majority
of all Members of Cascade, not just the Members present and vqting.

“65% Dual Majority Vote” means Bpard approval of a p_foposa.l on the basis of a 65%
supermajority of all Members, allowing one vote per Member, together with 65% supennajority
of all Members on the basis of each Member’s Weighted Vote. A “supermajority” means 65% of
all Mer_nbers of Cascade, not just the Members present and voting. |

“Founding Member” means the City of Bellevue, Covington Water District, theiCity of
Issaquah, the City of Kirkland, the City of Redmond, S.ammamish Plateau Water and Sewer
District, Skyway Water and Sewer District, and the City of Tukwila. .

“Gross Cascade Revenue” means all of the ea.mings and revenues recetved by Cascade
from any source whatsoever including but not limited to: (a) Member Charges; (b) revenues from
the sale, lease or furnishing of other commodities, services, properties or facilities; (c) the receipt
of earnings from the investment of money in any maintenance fund or similar fund; (d) and
withdrawals from any rate reserve or rate stabilization fund or account.

However, Gross Cascade Revenue shall not include: (a) principal proceeds of Bonds or
any other borrowings, or earnings or proceeds from any investments in a trust, defeasance or
escrow fund created to defease or refund obligations rel‘ating’t»o the Water Supply System (until
commingled with other earnings and revenues included in Gross Cascade Revenue) or held in a
special account for the purpose of paying a rebate to the United States Government under the
Code; (b) taxes and other income and revenue which may not legally be pledged for revenue bond
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debt service; (c) improvement district assessments; (d) federal or state grants allocated to capital
projects; (e) payments under Bond Insurance or other credit enhancement policy or device;

(f) insurance or condemnation proceeds used for the replacement of capital projects or equipment;
(g) earnings in any construction fund or bond redemption fund; (h) deposits to any rate reserve or
rate stabilization fund or account; or (i) any revenues generated by any Independent Supply
except those amounts that are payable to Cascade pursuant to this Contract or another interlocal
agreement.

“Independent Supply” or “Independent Supi)lies” means a Member’s Water Supply
Assets that are not part of the Supply System. :

“Member” or “Members” means one or more member agencies of Cascade.

“Member Charges” means all payments that Caseade Members are required by this
Contract to make to Cascade,' including but not limited to all Rates and Charges, RCFCs, dues,
assessmeriis and other payments from Members.‘

“Net Cascade Revenue” means Gross Cascade Revenue less Operations and
Maintenance Costs.

“Non-Member” means any eereon or agency that is not a party to this Contract.

“Operations and Maintenance Costs” or “O&M Costs” means all expenses incurred
by Cascade to operate and maintain the Supply System in good repair, working order and
condition, including. without limitation, payments made to any other public or private entity for
water or other utility service. Except as approved by the Board, Operations and Maintenance
Costs shall not include any depreciation, capital additions or capital replacements to the Supply
System.
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“Rates and Charges” means the rates and charges (not including RCFCs) chargeable to
each Member using the Rate Calculation Methodology plus any late payment or other charge that
may be due.

“Rate Calculation Methodology” means the method of setting Rates and Charges
adopted by the Board in accordance with Section 7.5.

“Regional Capital Facilities Charges” (“RCFCs”) means the charges to each Member
for new CERUs connected to that Member’s water distribution system.

"Regional Capital Facilities Charge Methodology” (“RCFC Mgthodology”) means
the method of determining the RCFCs adopted by the Board in accordance with Section 5.5.

“Satellite Systems” means water supply facilities identified as such by the Board,

“including but not limited to facilities that serve a portion of a Member’s customers but that are not
part of the Member’s main water system.

“Seattle Contract Purveyor” or “Seattle Contraét Purveyors™ means a Member that is
or was a party to The City of Seattle Water Purveyor Contracts, Version A or Version B, dated
November 1981 (as amended) executed prior to July 1, 1998.

“Supply Commitment” means the obligation undertaken by Cascade, established by
Resolution of the Board to supply water to a Member. With respect to Members, that obligation
shall be characterized as “Full Supply Commitment,” or an “Interruptible Supply
Commitment” defined as follows:

“Full Supply Commitment “ for any or g]l of a Member’s water needs means that those
needs, as projected in the Member’s lawfully adopted water supply plan, shall be met from the

Supply System, net of independent supply and subject to the other limitations established in this
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agreement, on an equal parity with all other Full Supply Commitments, and with a guaranteed
priority no lower than for any other Supply Comﬁﬁﬁnent made by Cascade; provided that no
Member is guaranteed any given amount of supply or capacity.

“Interruptible Supply Commitment” means'a supply of all or part of a Member’s
water needs from the Supply System on an as-available basis on a lower priority than any Full
Supply Commitment.

The Supply Commitment for a Member shall be defined by this Interlocal Contact, the
terms and conditions of membership, and the Supply Commitment resolution. -

“Supply System™ means the Water Supply Assets owned or controlled by Cascade.

“Water Supply Assets” means tangible and intangible assets usable in connection with
the provision of water supply, including without limitation, real property, physical facilities (e.g.,
dams, wells, treatment plants, pump stations, reservoirs, and transmission lines), water rights,
capacity and/or contractual rights in facilities or resources owned by other entities, ’and
investments in conservation programs and facilities.

“Watershed Management Plan” means a plan adopted by Cascade for purposes of
regional water supply, water transmission, water quality or protection, or any other water-related
purpose, including but not limited to the plans identified in RCW 39.34.190 (3).

“Water Supply Plan” means the Cascade Regional Water Supply Plan (which may
include the Cascade Watershed Management Plan) adopted by the Board as provided in Section
8.1and 8.2. |

“Weighted Vote” means a vote in which each Member’s vote is counted according to
the Member’s Demand Share, but no Member shall have a Weighted Vote of less than one.
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ARTICLE 3. Formation of Entity; Purpose and Powers

Section 3.1  Formaiion. The Cascade Water Alliance was created on April 1, 1999 as a
public body and an instrumentality of its Members, which exercises essential governmental
functions on its Members’ behalf as authorized by the Interlocal Cooperation Act (RCW 39.34).
Cascade is incorporated under RCW 39.34.040(3) as a public nonprofit corporation in the manner
set forth in RCW 24.03 or 24.06 and it may, with Board approval, be incorporated as a
partnership in the manner set forth in RCW 25.04, or the Board may organize the form of
Cascade in any other manner permitted by law. In addition to its status under any other applipable
law, Cascade shall constitute a “watershed management partnership” as provided in Chapter
39.34 RCW. The Board may approve the filing of Articles of Incorporation or similar documents
in cqnnection with incorporating Cascade or organizing it in some other manner.

" Section 3.2 Mgmbership. Subject to restrictions on future Cascade water rights, or to
limitations upon water’s place of use imposed by contract or permit, any municipal water utility
serving within the Central Puget Sound Region may be admitted to Cascade. The decision to
admit new Members rests with the sole discretion of the Board, which shall determine whether to
extend a membership offer taking into consideration the audit findings, Cascade water resources,
and any other factors the Board deems advisable.

When a municipality applies for membership, Cascade shall conduct a water supply audit
according to the methodology and within the period determined by the Board. Audit results shall
be provided to the Board and to the applicant.

If a membership offer is extended, it shall address the nature of the Water Supply Assets
being transferred or retained and the “value” of those assets in terms of the calculation of an
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applicant’s Demand Share, RCFCs and other matters relating to the rights and obligations of the
applicant and Cascade, which must be recorded in the form that the Board determines and which
will constitute, along with this Contract, the conditions under which an applicant becomes a
MemBer of Cascade. An applicant for membership shall be admitted by adoption of a Resolution
of the Board éccepting the application for membership and incorpdrating the terms and conditions
of membership. .

Each membership z_lpplication must be accompanied by a nonrefundable application fee‘ |
based on the cost of the audit and other costs related to the admission of a new Member or a
request for new supply. The Board shall set thé application fee for each applicant based on the
estimated cost of processiﬁg the application, including the cost of the audit.

As a condition of membership, each new Member admitted to Cascade shail, in addition to
any other applicable fees, rates, charges or assessments, pay to Cascade fhe membership fee, as
established by the Board. ;

| If an appliéant’s planning process 6r plans are materially out of compliance with the
requiréments of the Growth Management Act, the Board may condition an offer of membership
upon the applicant’s compliance with thét act.

Section 3.3 Convérsion to Municipal Corporation Status. In accordance with
Section 10.4, Cascade may be converted into a separate municipal corporation if, and as permitted
by law. Upon the creation of such a separate fnunicipal corporation, all Cascade rights and
obligations and all Member rights and obligations under this Contract shall transfer to that new

municipal corporation.
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Section 3.4  Purposes. Cascade’s purposes include only those related to water

resources, and

a.

4

do not include the provision of other general services to the public, and are to:

provide a safe, reliable and high quality drinking water supply to meet the current
and projected demands of Cascade Members serving the Central Puget Sound
Region, and for Non-Members as determined by Cascade, and to carry out this
task in a coordinated, cost-effective, and environmentally sensitive manner;

develop, contract for, manage, acquire, own, maintain and operate Water Supply
Assets, including without limitation, surface water supplies, groundwater supplies,
reclaimed water supplies, and other water supply resources as determined by the
Board; '»

contract with Seattle to transfer to Cascade and to modify Seattle’s rights and
duties with respect to Seattle Contract Purveyors;

contract for, or assume certain contractual rights and duties related to the Tacoma
Second Supply Pipeline project;

purchase and provide water supply, transmission services, treatment facilities and
other related services;

provide conservation programs to promote the wise and efficient use of resources;

carry out emergency water supply and shortage management programs for its
Members when demands exceed available supply;

coordinate and plan cooperatively with other regional or local water utilities and
other entities to maximize supply availability and to minimize system costs;

develop a Water Supply Plan addressing the needs of its Members and develop a
Watershed Management Plan serving the needs of its Members and Cascade itself
and_develop a regional water supply plan with other water providers as Cascade
may find convenient or necessary to meet regional, state and federal planning
requirements, and to take a leadership role in developing and coordinating those
supply plans;

share costs and risks among Members commensurate with benefits received; and

carry out, or to further other water supply purposes that the Members determine,
consistent with the provisions of this Contract.
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Section 3.5  Powers. To further its purposes, Cascade has the full power and authority

to exercise all powers authorized or permitted under RCW 39.34 and any other laws that are now,

or in the firture may be, applicable or available to Cascade and to engage in all activities incidental

or conducive to the attainment of the purposes set forth in Section 3.4 of this Contract, including

but not limited to the authority to:

a.

acquire, construct, receive, own, manage, lease and sell real property, personal
property, intangible property and other Water Supply Assets;

b. operate and maintain facilities;

c. enter into contracts;

d. hire and fire personnel;

e. sue and be sued,

f exercise the power of eminent domain (through its Members at their individual
discretion, unless and until Cascade has that power under applicable law);

g. umpose, alter, regulate, control and collect rates, charges, and assessments,

h. purchase and sell water and services within and outside the geographical
boundaries of its Members;

1. borrow money (through its Members or otheér entities at their individual discretion
‘or as authorized by Chapter 39.34 RCW now or in the future), or enter into other

. financing arrangements;

J lend money or provide services or facilities to any Member, other governmental
water utilities, or governmental service providers;

k. invest its funds;

1. establish policies, guidelines, or regulations to carry out its powers and
responsibilities;

m. purchase insurance, including participation in pooled insurance and self-insurance
programs, and indemnify its Members, officers and employees in accordance with
law;

n. exercise all other powers within the authority of, and that may be exercised
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Jindividually by all of its Members with respect to water supply, conservation,
reuse, treatment and transmission, or any of the other purposes set forth in Section
3.4;
o. exercise all other powers within the 'authon'ty of, and that may be exercised
- individually by all its Members with respect to watershed planning and
management; and_
p. exercise all other corporate powers that Cascade may exercise under the law

relating to its formation and that are not inconsistent with this Interlocal Contract
or with Chapter 39.34 RCW or other applicable law.

ARTICLE 4. Organization Structure; Board
© Section 4.1 Co>mposi'i:'ion; ByLaws and Meetings. Cascade is goverf;édlby a Board

of Directors consisting of one individual representative appointed by Resolution of the Member’s
legislative authority. Members may similarly appéint Alternate Board Mémbers. EachABoard
Member and each Altemate Board‘ Meniﬁer must be an elected official of the Member. -

‘:"I;he‘ :Board‘shall adopt B‘y‘La.ws consistent with this Interlocal Contract that sﬁecify, among
.other mattérs, fhe month of Cascade’s Anﬁual Meeting, Board powers aﬁd dutiés and those of the
Executive Committee, Standing Committees, Officers and employees. |

The Board shall meet as required by the ByLaws, But no less than Quarterly.

Section 42 Power§ of ihe Boax;d. The Board has the power to take all actions on
Cascade’s behalf in Aaccordénce with voting provisions set forth in Section 43 The Board may
delegate to the Executive Committee or to specific Cascade Officers or employees any action that
does not reqﬁire Boérd approval under this Contract.

Section 4.3  Voting. All Board actions must be approved l;y Dual Majority Vote of all

Members, except where this Contract requires either a 65% Dual Majority Vote, as provided in

Sections 5.2, 5.5, 7.1, 7.3, 8.3, 10.3, 10.4, and Article 11; or ratification by the Members’
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| legislative éuthority, as provided in Section 10.4 and Article 11. The Board may act by voice
votes, as set forth in the ByLaws. Any Member may require a recorded tabulation of votes either
before or immediately after a voice vote is taken. Although voting is, in part, based on Weighted
Vote, the Members expressly agree that there is only one class 'of voting membership, and voting
occurs within that single class.

Any Member that has been declared to be in default of its obligations under this Interlocal
Contract by the Board shall lqse its right to ;/ote until the Board has declared the default to be
cured. | |

Section 4.4  Officers and Committees. Cascade Officers shall include a Chair, a Vice
Chair, a Secretary and a Treasurer. The Chair serves as the chair of the Board (and may be known
as the “President”, if the ByLaws so designate) and performs thoSe duties set forth in the ByLaws.

The Vice Chair shall perfgrm the duties of the Chair in the Chair’s absence and shall
perform other duties as set forth in the ByLaws. The Secretary shall b¢ responsible for Casca(ie
records and performs other duties as set forth in the ByLaws. The Treasurer shall be responsible
for Cascade accounts and financial records and performs other duties as set forth in the ByLaws.

Consistent. with the provisions of this Contract, thez Board may, in the ByLaws, establish
additional Officers and set forth their duties.

The Board may create and appoint Members to Sianding Committees and special
committees as it deems appropriate. Committee Members need not be elected officials or
employees of Members, but Standing Committee Chairs must be Board Members or Alterngte

Board Members.
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Section 4.5 Executive Comlpittee. The Chair, Vice Chair, Secretary, Treasurer and
chairpersons of Standing Committees together constitute Cascade’s Executive Committee. The
Chair (or acting Chair) shall vote on matters before the Executive Committee only if necessary to
break a tie. The Executive Committee’s duties and responsibilities are set forth in the ByLaws.
The Executive Committee shall not have the power to:

a. approve any contract for a term longer than three years;

b. approve any contract involving expenditure by, or revenue to Cascade in excess of
' such amounts and under such circumstances as set forth in the ByLaws;

c. retain or dismiss the chief executive officer or determine the chief executive
officer’s compensation; or

d. take any actions expressly reserved to the Board by this Contract or the ByLaws.

The Executive Committee shall have the authority, if necessary, to avoid default on any
Bond, to withdraw from any capital reserve fund or rate stabilization fund, an amount equal to the

amount necessary to avoid a default and to authorize payment of that amount to avoid default.

Section 4.6  Staff, Consultants and Contractors. Cascade staff shall consist of a chief
executive officer and other positions established by the Board. 'fhe Board shall appoint, designate
the title of, and establish the compensation range of the chief executive officer. ’fhe Board shall
hire or retain legal counsel and independent accountants and auditors for Cascade. The authority
to hire other consultants may be delegated to the Executive Committee. The chief executive
officer appoints persons to fill other staff positions, and those appointments may be subject to
ratification by the Board or the Executive Committee if the ByLaws so provide. The Board may

also provide that administrative, professional or technical services be performed by contract.
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' Se:ction 4.7 Budget; Dues; Financial Management. The Board must approve an
annual budget detemﬁﬁing Cascade’s revenues and expenditures no later that sixty (60) days |
before the beginning of the fiscal Vyear in which that budget will be in effect. The budget will be
déveloped and approved according to a schedule established by the ByLaws. The budget must
identify the levels of Member Charges on which revenue projections are based. The Board may
amend the budget.

Eéch Mémber must pay annual dues to defray part of Cascade’s administrative costs based
on the number of CERUs served by its water system, regardless of water usage or capacity, and
regardless of whether those units are served by the Supply System or by Independent Supply.
Total dues collected from all Members may not exceed the greater of $1,000,000.00 or 5% of
Cascade’s annual revenue requirement, less debt service. The Board may establish minimum
annual dues per Member and may provide that less than all of a Member’s CERUS be taken into ‘
account in establishing dues.

* All Cascade books and records shall be 6pen to inspection by the Washington State
Auditor.

ARTICLE S. Asset Development and Supply Commitment

Section 5.1  Property Acquisition, Ownership and Disposition. Cascade may
construct, purchase, rent, lease, manage, contract for, or otherwise acquire and dispose of Water
Supply Assets and other assets. Cascade may control and manage both the assets it owns and the
assets that are owned by Members that havé transferred control and management of those assets
to Cascade. This Contract does not vest in Cascade any authority with respect to Members’ other
facilities or assets, such as Water Supply Assets retained by Members as Independent Supply.
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Subject to Cascade’s agreement, a Member may transfer to Cascade its title to, or .
operational control and management of Water Supply Assets. Water Supply Assets may also be
fully retained by Members as Independent Supply, subject to the provisions of Article 6. At the
discretion of the Boafd, Cgscade may accept title to, or operational control and management of
Water Supply Assets offered by Members or accept supply_ assetvs that constitute all or part of a
Member’s Satellite System(s). The Board may accept supply assets subject to the terms and
conditions arranged between Cascade and the Member, based on the result of the audit process
and mpj:ual needs.

Cascade may enter into Asset Transfer Agreements which shall provide for the terms and
conditions of: (a) Cascade’s operation of the transferred Water Supply Asset with respect to the
Member transferring the asset; (b) Cascade’s operation, maintenance and replgcement of the
Water Supply Asset as pért of the Supply System; (c) return or disposition of the Water Supply
Asset if Cascade terminates its existence or the Member withdraws; (d) continuation of service (if
appropriate) to Members or former Members by the Member receiving the Water Supply Asset at
reasonable rates and charges or payment to Cascade of the cost of replacing the Water Supply
Asset; ‘anvd (e) such other conditions as the Board and the Member agree upon.

Members shall not be deemed to hold legal ownership rights in any Water Supply Assets
owned by Cascade, whether those Water Supply Assets have been developed by, purchased by, or
transferred to Cascade, and regardless of the accounting treatment of RCFC payments and other
payments made to Cascade.

Section 5.2 Supply Commitment
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Sectioh 5.2.1 Commitment to Members. Beginning on the Cascade Supply
Date, Cascade shall provide a Full Supply Corhinitment to each Founding Member. Thereaﬁér,
Cascade shall provide a Full Supply Commitment to meet all current and future water supply
needs of a Member that joins with Water Supply Assets sufficient to provide for its needs during
the following fifteen (15) years (whether or not those Water Supply Assets are transferred to
Cascade or retained as Independent Subply) commencing on the Member's Cascade Supply Date.
When a supply contract is negoﬁated with Seaitle, any Member that is a Seattle Contract
Purveyor shall relinquish its rights under its Seattle Water Purveyor Contract to Cascade and
executé sucﬁ documents as may be necessary to transfer those rights to Cé:e.éade. Cascade shall
accept those rights and a correspohding obligation to provide a Full Supply Commitment (net of
Independent Supply). The approval of a contract with the City of Seattle providing for the initial
acquisitidﬂ of rights to substantial Water Supply Assets, and any material améndrrient to thét
contract, shall be effective upon a 65% Dual Majority Vote.

Any Full Supply Commitment shall be subject to water shortages, to Cascade’s ability to
implemeht the Water Supply' Plan, and to the portion of the Meniber’s needs that can be served by
the audited capacity of its Independent Supply. If the needed supply is not available, the shortage
shall be shared by all the Members in accordance with Cascade’s shortage management plan,
except as otherwise provided in Section 5.5. Cascade is not obligated to provide water supply to
service area expansions in or outside the urban growth boundary, unless Cascade agrees to such
expanded service area. However, Cascade shall be obligated to provide water supply to the entire
service area of each Member (as that service area is defined in terms under which the Member
was admitted), whether or not some of that service area is within the Member’s current
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jurisdictional boundaries and/or within the current urban growth boundary. Cascade is not
obligated to provide increased water supply to any Member if it is determined that the Member’s
planning process or plans are materially out of compliance with the requirements of the Growth
Management Act.

A Member that joins with Water Supply Assets insufficient to [;rovide for its needs for
fifteen (15) years receives the Full Supply it desires only if, when, and to the extent it is available
within reliability standards determined by Cascade’s system reliability methodology. If sufficient
Full Supply is not available within reliability standards determined by Cascade’s system reliability
methodology, thé Member receives partial Full or Interruptible Supply, and Full Supply must be
provided within fifteen (15) years. Cascade shall then undertake to include in Cascade’s Water
Supply Plan, and to acquire the facilities or other assets necessary in the Board’s determination to
provide for that deficit. If Cascade fails to develop sufficient assets to timely provide the increased
Full Supply, the commitment becomes a Full Supply Commitment at the end of that fifteen- (15)
yéar period, and any shortage shall be shared by all Members in accordance with Cascade’s
shortage management plan.

If multiple Members request new Full Supply, requests must be honored in the order
received (i.e., in the order in which application is made accompanied by the application fee). With
respect to new Members, requests for Full Suppiy “vest” no earlier than the date that membership
is effective. In cases of conflict or ambiguity, the Board may determine the order of requests.

Section 5.2.2 Additional Rules for Members Retaining Independent Suppiy.
Whenever Cascade has a Supply Commitment to a Member that retains Independent Supply,
Cascade shall provide Full Supply for all of that Member’s water supply needs minus the amount

Cascade Interlocal Contract -17-
Amended and Restated
December 15, 2004




of water that an audit determines may be provided by that Member’s Independent Supply.
Members are not required to share shortages resulting from the loss of all or part of Independent
Supply, although Caécade may make Interruptible Supply available to a Member that loses
Independent Supply at prices that are consistent with the price of Interruptible Supply being made
available to others at that time. Cascade may at any time and at its cost and expense carry out
audits of a Member’s Independent Supply.

A Member requesting an additional Full Supply Commitment due to loss of Independent
Supply shall make that request by Resolution of the requesting Member’s legislative authority.
Wheﬁ and as.détermined By the Board, the Member shall pay an amount equalvto the RCFCs
allocable to the number of CERUs that caﬁ be served by the réplacement supply‘provided orto be
pfovided by Cascade. Cascade shall then include the supply in its Water Supply Plan, and provide
the subply when it becomes available, but in any event within ﬁﬁeen-(IS) years. If, within fifteen
(15) years the supply is not available, Cascade’s commitment becomes a Full Supply Commitment
and any> shortage ﬁth respect to that supply must be shared by all the Members in accordance
with the Shortage Management Plan, except as otherwise provided in Section 7.3.

Section 5.2.3 Additional Rules for Source Exchange. The Board may, at its sole
discretion, authorize a Cascade Source Exchange Program Agreement with a Member or Non-
Member. The terms and conditions of a Cascade Source Exchange Program Agreement shall be
developed from a source exchange proposal submitted to the Board. The agreement shall
identify: (2) the water right (instantaneous and annual) to be augmented or replaced; (b) the Water
Supply Assets fo be utilized; (c) mechanisms and arrangements for delivery of regional water; (d)
characteristics of supply obligation (for example, peak and average quantities, seasonal or annual
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delivery, duration, interruptibility and shortage management); () reporting requirements; (f)
-changes in operation needed to benefit stream flow and fish; (g) rates and charges; and (h) such
other conditions as the Board and the Member or public water supplier agree upon, The
, égreement may or may not provide for adjustments to a Member’s RCFC payments or credits and
whether or not the source exchange is a loss of a Member’é Independent Supply that would be
subje;ct to the provisions of Section 5.2.2.

Section 5.3  Financing of Assets. The acquisition of new capital facilities and other
Water Supply Assets may be financed using RCFCs, transfers of Water Supply Assets, Rétes and
Charges, the issuance of revenue Bonds and such other sources as the Board may deem
apprqp;iate.

Séction 5.3.1 Issuance of Bonds. An Authorized Issuer may issue Bonds payable from
and secured solely by all or a portion of Net Cascade Revenue, evidencing indebtedness up to an .
amount approved by Resolution of the Board in order to provide financing or refinancing to
acquire, construct, receive, own, manage, lease or sell réal property, personal property, intangible
property and other Water Supply Assets, to establish debt service reserves, to provide for
capitalized interest and to pay the costs of issuance of, and other costs related to thg issuance of
the Bonds. Spch Bonds shall be payable solely from all or a portion of the Net Cascade Revenue
or (if the Authorized Issuer is other than Cascade) from payments to be made by Cascade out of
all or a portion of Net Cascade Revenue, and such Bonds shall not pledge the full faith and credit
or taxing power or, except as expressly provided by contract, the revenue, assets or funds of any
Member.

Members serving as Authorized Issuers may conduct the financing through “separate
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systems” permitted by their applicable bond resolutions, or in some other approbﬁate manner, and -
Cascade may compensate those Members for all costs associated with the financing. Bond-
related documents of Authorized Issuers other than Cascade must expressly permit the Bonds to
be refunded or prepaid without penalty prior to their stated maturity, on and after such dates as
are approved by the Authorized Issuer and the Board, to allow for a transfer of the obligation to
Cascade or to Cascade’s successor entity, including without limitation a joint operating agency or
similar entity, as may be permitted by law.

 Section 5.3.2 Pledge of Revenues. For as long as any Bonds payable from Net Cascade
Revenue (or any portion thereof) are outstanding, Cascade irrevocably pledges to establish,
maintain and collect all Member Charges in amounts sufficient to pay when due the principal of
and interest on the Bonds (and, if the Authorized Issuer is ofher than Cascade, in addition to the
foregoing pledge, to pledge to make timely payments to that Authorized Issuer for the payment of
principal of and interest on the Bonds), together with amounts sufficient to satisfy all debt service
reserve requirements, debt service coverage requirements, and other covenants with réspéct to the
Bonds.

Each Member hereby irrevocably covenants that it shall establish, maintain and collect
rates, fees or other charges for water and other services, facilities and commodities related to the
water supply it receives from Cascade and/or its water utility at levels adequate to provide
revenues sufficient to enable the Member to: (a) make the payments required to be made under
this Contract; and (b) pay or provide for payment of all other charges and obligations payable
from or constituting a charge or lien upon such revenues. Each Member hereby acknowledges
that this covenant and its covenant in Section 7.9 of this Contract may be relied upon by Bond
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owners, consistent with this Contract.

Each Memba shall pay the Member Charges imposed on it whether or not the Water
Supply Assets to be financed through the issuance of Bonds are completed, operable or operating,
and notwithstanding the suspension, interruption, interference, reduction or curtailment in the
operation of any Water Supply Assets for any reason whatsoevgr, in whole or in part. Member
Charges shall not be subject to any reduction, whether by offset or otherwise, and shall not be
cqnditioned_upbn the performance or nonperformance of any Member, or of any entity under this
or any other agreement or instrument. However, credits against future RCFCs and Rates and
Charges described in Sections 5.5 and 7.5, respectively, for development or addition of excess
capacity that is either transferred to Cascade or retained as Independent Supply, shall not be
* considered “offsets” or “reductions” for the purposes of this Section.

If, in connection with the issuance of obligations, any Member establishes a new ]ien
position on revenues relating to its water utility, that Member shall covenant in the relevant
documents tha_t the amounts to be paid to Cascade as Member Charges shall be treated either: (a)
as part of that Member’s internal operation and maintenance costs payabie prior to debt service on
those obligations; and/or (b) for any portion of those Member Charges that is allocable to capital
costs, as a contract resource obligationi payab]e prior to debt service on those obligations. If any
Member has existing outstanding revenue obligations relating to its water utility, it shall include
substantially similar “springing covenants” in the documents relating to any new parity
obligations.

‘\ Section 5.3.3 Continuing Disclosure. To meet the requirements of United States

Securities and Exchange Commission ("SEC") Rule 15¢2-12(b)(5) (the "Rule") as applicable to a
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participating underwriter for any Bonds and any obligation of each Member as an “Obligated
Person” under the Rule, Cascade and each Member agree to make an appropriéte written
undertaking, respectively, for the benefit of holders of the Bonds coﬁsistent with the requirements
~ of'the Rule.

Section 5.3.4 Preservation of Tax Exemption for Interest on the Bonds. Each
Member covenants that it will take all actions necessary to prevent interest on tax-exempt Bonds
froin being included in gross income for federal income tax purposes, and it will neither take any
action nor make or permit any use of proceeds of tax-exempt Bonds or other funds treated as
proceeds of those Bonds at any time during the term of those Bonds that will cause interest on
those Bonds to be includéd in gross income for fede;a] income tax purposes.

Séction 5.3.5 Additional Certificates. Each Member further agrees to provide such
certificates or verifications as are reasonably requested by an Authorized Issuer in connection with
the issuance of Bonds uﬁder this Sectioﬁ.

Section 5.4 Supply Expansions and System Extensions. Cascade must provide for
Supply System expansions and extensions to meet the needé of additional water customers of
Members, subject to conéistency with applicable growth management plans and compréhensive
plans, Cascade’s water supply plan, orderly asset development, reasonable cost and financing
capacity. The Board shall establish a water supply development process, including criteria
governing the evaluation of new projects, and that process must promote equality of costs and
services (other than direct local services), regardless of geographic location. The results of the
water supply planning process must be reflected in Cascade’s Water Supply Plan. The Board shall
have the authority to undertake new projects identified in Cascade’s Water Supply Plan for the
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-expansion of Water Supply Assets and regional transmission system extepsions to meet Members’
projected needs. To reduce costs, Cascade may, to the extent that the Board deems advisable,
enter into agreements with Members té wheel water through their existing systems. When
facilities are constructed that are used partially by Cascade for wheeling water and partially by
Members or other c_sntities for their purposes, the Board may determine an appropriate Cascade
contribution to the cost of those facilities. Existing arrangements among Members (and between
Members qnd Non~Members), in place when a Member joins Cascade, remain unaﬁ'eétgd except
as otherwise agreed between Cascade and the other entities concerned.

Section 5.5 Regiopal Capital Facilities Charges. To allocate growth costs to those
Members thgt require capacity increases, each Member shall pay to Cascade an RCFC for each
new CERU connected to its watersdistribution system. Growth in water usage by existing CERUs -
is not subject to RCFCs unless that growth constitutes a CERU increase as provided in the RCFC
Methodology. Members with a supply deficit must pay an RCFC commensurate with that deficit.
To the extent thajt a Member transfers to Cascade or retains as Independent Supply water supply
in excess of its needs, it receives a corresponding credit against future RCFCs.

Subject to the provisions of Section 5.2.2, a Founding Member pays no RCFCs with
respect to the number of CERUs served as of January 31, 2003, or other such later date as
determined by Resolution of the Board.

A new Member with adequate supply shall commence paying RCFCs fifteen (15) years
prior to the date that its Water Supply Assets are projected to be insufficient to provide for its
needs as determined by the Board (taking into consideration the results of the Water Supply
Audit).
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A Member that joins with Water Supply Assets that are projected to be insufficient to
provide for its needs for fifteen (15) years shall immediately, pay RCFCs for the number of CERUs
representing the deficit as determined by the Board.

RCFCs shall be calculated according to the RCFC Methodology, which shall define the
analytical steps requifed to calculate the RCFCé according to the greater of: (a) the incremental
difference between the avérage unit cost of expanding the system (i.e., the marginal cost of new
capacity) and the average unit cost of the existing system; or (b) the average unit cost of past
cpnstruction of the existing system plus then-planned Supply System ixﬂproiiéménts. The
methodology shall provide- for an annual eséalator, recalculation and update not less frequently
than every fifth year, and a methodology for determining CERUs. The RCFCs shall be imposed
on the Member for each new CERU of that Member in accordance with the terms of this
Contract. Amendments to the RCFC Methodology shall require a 65% Dual Majority Voté.

’If a Founding Member owns Water Supply Assets or transfers Water Supply Assets to
Cascade under Section 5.1, to the extent the audited capacity of those assets (including Seattle
Contract Purveyor rights) exceeds the Member’s needs, that Member shall receive a credit against
future RCFCs. If a Member seeks to transfer assets substantially in excess of its foreseeable needs,
Cascade may negotiate appropriate compensation arrangements for the transfer.

Members that develop new Independent Supply that is approved by the Board in
accordance with Article 6, similarly receive a credit effective when the Independent Supply is
placed in service as determined by the Board. -

A Member that accépts ownership of a Satellite System that Cascade agrees to serve shall
pay an RCFC for the amount of supply needed to serve that system in excess of its rated capacity.
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Members that experience a net reduction in the number of CERUs served shall receive a
CERU-for-CERU credit against future RCFCs.
- RCFC credits may not be transferred among Members without Board approval.
Mc;,mbers shall not be required to pass RCFCs to their customers as capital facilities
charges_,_ but may provide for the paymth of RCFCs in whatever manner they deem appropriate. '
Fér Members joining with an unmet net supply need, Cascade may, undet circumstaﬁées
determined by the Board, require the prepayment of RCFCs allocable to the full amount of the
requested supply, i.e., when funds are neeéed to begin the construction of facilities Médiately.
| Section 5.6 Trénsfer Up;)n Mergers, Consolidations and Assumptions. If: (a) two
or more Members merge or consolidate; (b) a Member or a Nm-Member assumeg jurisdiction of
part or all of a Member; or (c) a Member assumes jurisdiction of part or all of a Non—Member,Atvhe
jurisdictions’ ;xz;iter supﬁly ri;ghts from and obligations to Cascade must be transferred or assumgd
undér appﬁcable law and coﬁsistent with the requirements of this Co.ntract and the obligatiqns éf
Cascade. | |
ARTICLE 6. | New Independent Supply
Members may not bring new Water Supply Assets on-line as Independent Supply without
Board approval. That approval may be granted or denied following an evaluation précess, based
on whether the Board determines that development of the proposed Independent Supply will
b'eneﬁt or be adverse to the interests of the Members as a whole. Recognizing that in certain
circumstances the acquisition of additional Independent Supply might benefit (or cause no
material harm to) the Members, new supplies under one (1) MGD may be approved by the Board
regardless of the provisions of the Water Supply Plan and without a formal evaluation process.
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New supplies in amounts greater than one (1) MGD must be described in and be consistent with
the Water Supply Plan.

Members that have invested in the development of new Independent Supply assets may
offer to sell their interest in such assets to .Cascade. Cascade may, in its sole discretion and subject
to mutually agreeable terms and conditions, purchase tl;e Member’s interest in such Independent
Supply asset by reimbursing or otherwise compensating the Member for its investment in the
project to the extent that investment has been capitalized. Once Cascade has purchased a
Member’s interést in a project, the project will be considered a Water Supply Assét of Cascade
and be incorporated into the WatérSupply Plan.

ARTICLE 7. Asset Management

.Secti'on 7.1  Supply System Management. Cascade is responsible for managing, on
behalf of all Members, the Supply System. Cascade is not responsiblé for managing Indepehdent
Supply unless it has expressiy ;greed to do so. Supply System management responsibilities shall |
be governed by Cascade’s system management plan adopted by the Board. Cascade’s system
management plan concerns, without limitation, matters such as daily system operations and
maintenance, interface with other supply providers, contractual obligations, water quality, billing,
management and administration. Cascade may delegate and/or contract out its Supply System
responsibilities.

Cascade must manage the Supply System in compliance with applicable laws, regulations
and Cascade’s minimum service standards. Adoption and amendments to the minimum service

standards shall require a 65% Dual Majority Vote.
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Section 7.2  Conservation. Cascade shall develop and carry out, and Members must
participate in, water conservaﬁon programs that are uniform among Members. The Board shall
develop and implement a Cascade conservation management plan that provides a mandatory base
conservaﬁon program that functions to re(iuce both average and peak demands and may establish
a charge or assessment to fund development and implementation of the program. Members may
implement additional cOnservatign programs. The Board may adopt wholesale charges in addition
to normal Demand Share charggs to encourage resource conservation. The Bgard may also )
provide or contribute to addmonal local conservation programs that are not offered to all
Members, and these local programs may be locally funded or funded by Cascade Members that
fail to comply with base programs as set forth in Cascade’s conservation management plan may be
required to assume a disproportionate reducﬁon in water supply or to pay penalty charges, or
both.

Section 7.3 Shortages and Emergency.

Section 7. 3.1 Shertages. Members must respond to water shortages in a collective, |
shared fashion under a Cascade shortage management plan adopted by the Boatd. Resources must
be shared in a manner that reduces the risk of severe shortages to each Member. Cascade’s
shortage management plan may include without limitation, a definition and classification of
shortages, a shortage contingency plan including mandatory programmatic actions among all
Members in the event of shortages, allocation of authority for determining and responding to
shortages, and a communications and outreach program for the public. Members shall not be
required to implement Cascade’s shortage management plan in areas not served by the Supply
System.
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In the event of shortages, Cascade shall reduce or halt Interruptible Supply before
invoking the Shortage Managemént Plan with respect to all Members with a Full Supply
Commitment. However, the Board may, by 65% Dual Majority Vote, continue service in the
amounts it deems appropriate to one or more Members receiving Interruptible Supply.

| The Board may require that Members failing to comply with mandatory shortage
management programs implemented under Cascade’s shortage management plan assume a
disproportionate réduction in supply or pay penalty charges, or both.
| In the event of a Cascade-wide water shortage, Members with Independent Supply may,
without penalty, decline to participate in the shortage management program for that shortage by
foregoing all supply from Cascade for the duration of the emergency or shortage.

To avoid shortages resulting from emergencies or the inability to develop sufficient
supplies, the Board may, by 65% Dual Majority Vote, establish moratoria on connections or
additional commitments for future water services b'y the Members. A moratorium may be
discontinued by a Dual Majority Vote of the Board.

Section 7. 3.2. Emergency. The Board shall include in Cascade’s shortage management
plan policies and procedures for addressihg short-term disruptions of water supply, transmission
or water quality, and it may delegate to the General Manager authority to address such
disruptions according to such pb]icies and procedures.

Section 7.4  Water Quality. Cascade shall be responsible for water quality that meets
or exceeds all federal or state requirements at the point of delivery from Cascade to the Member,
consistent with applicable laws and regulations. Cascade assumes source water quality
responsibility and liability with respect to Water Supply Assets under its ownership or control
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(including water wheeled to a Member through another Member’s facilities). Cascade is also
responsible for preparing and carrying out water quality activities compatible with the water
quality requirements of regional water suppliers integrated with Cascade’s system (¢.g., Tacoma,
Everett and Seattle).

Cascade may, in its sole discretion, determine and adjust the appropriate method and level
of treatment of water that it supplies, so long as that water meets applicable state and federal
requirements. If water that it supplies meets those requirements, Cascade shall not be obligated to
adjust the method or level of treatment so that the water can be more readily blended with a
Member’s Independent Supply or more readily transmitted through a Member’s internal system.
Each'Member shall remain responsible for water quality within its respective distribution system,
assuming that adequate water supply quality is provided by Cascade at the point of delivery from
Cascade.

Each Member shall be responsible for all costs related to making water supplied by
Cascade compatible with that Member’s internal system, including but not limited to, costs of
additional treatment.

Section 7.5  Water Supply Rates and Charges. The Board shall set Rates and
Charges according to a Rate Calculation Methodology adopted from time to time by the Boar}d.l
The Rate Calculation Methodology for Members’ Supply Commitment shall provide for the
definition and calculation of Demand Shares and for a uniform pricing structure with a commodity
charge and fixed charges al]ocatedv by Demand Share.

Cascade may sell water to a Non-Member under terms and conditions established by the
Board. The terms and conditions shall not be more favorable than_ the terms and conditions undgr_
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which water is sold to Members. Revenue received from the sale of water to Non-Members shall
be used to offset or reduce Rates and Charges to Members to the extent practicable, except that
such revenue need not be treated as reducing or offsetting those amounts that are necessary for
the payment of debt service on Bonds and for the provision of reserve and coverage requirements
for the Bonds.

A Member shall be assigned a Demand Share based on the Board’s best estimate of
capacity to be used by that Member. Initially, the Boardm'ay base its estimate on a Seattle
Contract Meyor’s use of water from Seattle. For a Member that joins without a supply history
as a Seattle Contract Purveyor, or for a Member that has received only part of its water from
Seattle, the Demand Share shall be established based on an audit of that Member’s past three (3)
years of water use. After three (3) fears as a Member, the baseiine demand and capacity
obligation for that Member shall be fixed based on actual experience as a Member. Specific
Demand Shares may be set by the Board to account for circumstances, such as (by way of
example and not by limitation) costs of extending the Supply System to a Member, or when
Independent Supplies affect regional demand patterns. When water supply from Cascade is
wheeled through a Member to another Member, Cascade may presume that ihe first Member
teceiving the water is the “User” for calculation of Demand Shares unless the Members concerned
instruct Cascade to use a different allocation. Rate credits for Water Supply Asset transfers are
not deducted in the calculation of Demand Shares but are applied to reduce what a Member
would otherwise pay.

The Board must set Member Charges at levels it determines to be sufficient, together with
other available revenue sources, to provide adequately for Operation and Maintenance Costs,
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B-ond debt s_ervice, coverage and other covenants, replacement and renewal of facilities, reserves
and other costs that the Board deems appropriate. The Board may provide that a Member’s
failure to participate in the planning process may result in penalty charges.

A Member that has transferred Water Supply Assets shall receive a credit, determined
when those assets are audited and transferred, based on the useful life of those facilities and on the
Member’s use of the water produced by those assets or an amount of water equivalent to the
amount of supply from them.

The Board may implement wholesale charges (additional to Demand Share-based charges
and variable commodity charges) to reduce extreme ;;eak use (e.g., “peaking-off of the pipe”).

Water Rates and Charges must be the same for all Members receiving the same class of
service (subject to credits, surcharges and penalty charges).

Section 7.6  New Water Surcharge.

A new water surcharge of $0.75 per 100 cubic feet (ccf) shall be imposed, effective on thé
Cascade Supply Date, and continue through December 31, 2011. It shall be applicable to all water
purchased by Members over and above each Member’s Old Water Allowance in the Seattle
Purveyor Contract, if applicable, or to all water purchased by non-Seattle Purveyor Members.
New water surcharge revenues shall be used to offset or reduce Rates and Charges to Members to .
the extent practicable, except that such revenue need not be treated as reducing or offsetting those
amounts that are necessary for payment of debt service on Bonds and for the provision of reserve
and coverage requirements for the Bonds.

Section 7.7  Franchises and Easements. Except to the extent otherwise required by
state law, each Member shall provide franchises and rights of way on, under or across that
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Member’s streets or other property, to Cascade and to other Members for Water Supply Assets,
without charging any fees, rent or charges other than the customary and usual right-of-way permit
and inspection fees.

Section 7.8  Sales of Water to Non—Membérs. Unless approved by the Board, a
Member shall not sell water, including source exchange water, supplied by Cascade, nor shall a
Member sell Independent Supply offset by water supplied by Cascade, to a Non-Member.
Notwithstanding the foregoing, any Member may sell water supplied by Cascade to a

' Non-MémBér to the extent required by a contract in effect as of the date the Member joins
Cascade.

Section 7.9 Payment Procedures; Default; Step-Up Provisions.

Section 7.9.1 Inveice and Payment.'

(a) Cascade shall provide each Member with periodic invoices showing the Member
Charges payable by that Member for the billing period and the due date. Invoices shall be
provided monthly or on other such periodic schedule as determined by the Board, but no more
frequently than monthly nor less frequently than oncé every six months. The Board will determine
a due date for all invoices.

(b) Payment of any and all invoices shall be due and payable on or before the due date,
and shall be made by wire transfer or such other means as are agreed to by Cascade and the
Member. If a treasurer, trustee, fiscal agent or escrow agent is appointed in connection with the
issuance of Bonds, Cascade may require, and specify on the invoice, that certain amounts be
provided directly to that person or entity, and the Member shall pay those amounts in the manner

and to the person so specified.
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(¢) If full payment of any invoice is not received on or before the due date, such payment
shall be considered past due and a late payment charge shall accrue for each day that the invoice
remains unpaid. The late payment charge shall equal the product of the unpaid amount and an
interest rate established by the Board. Late payment charges shall continue to accumulate until
the unpaid amount of the invoice and all late payment charges are paid in full. Further, if an
invoice or any portion thereof remains unpaid for more than sixty (60) days after the due date,
Cascade may pursue any legally available remedy at law or equity for the unpaid amount,
including without limitation, spec@ﬁ_c performance and collection of the late payment charge.
Cascade’s right to enforce payments in this regard may be assigned to a treasurer, trustee, credit
enhancement providér or other entity. Furthermore, upon written notice, Cascade may reduce or
suspend delivery of water until the invoice and late payment chmges are paid.

(d) If any _Member disputes all or any portion of an invoice, it shall notify Cascade
immediately upon receipt. If Cascade does not concur, the Member shall remit payment of the
invoice m full, accompanied by written notice to Cascade indicating the portions of the invoice
that the Member disputes and the reasons for the dispute. The Member and Cascade shall make a
good faith effort to resolve such disput:e. If the Member fails to remit payment of the invoice in
full pending resolution of the dispute, the prevailing party in an action relating to the collection of
that invoice shall be entitled to reasonable attorney fees and costs.

Section 7.9.2 Default and Step-Up.

(a) If any Member fails to make any payment in full for more than fifty (50) days past the
due date, Cascade shall make written demand upon that Member to make payment in full within
ten (10) days of the date that the wn’ttén demand is sent by Cascade. If the failure to pay is not
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cured within the ten (10) day period, the Member shall be deemed to be in default.

(b) Upbn an event of default as described in subsection 7.9.2(a), the other Members s'hallA
pay Cascade (in addition to Member Charges otherwise due) the defaulting Member’s Member
Charges in proportion to each remaining Members’ Demand Share in accordance with a schedule
established by Resolution of the Board.

| (c) The payment of a proporﬁonate share of "thejexisting defaulted Member’s Member
Charges. by Members shall not relieve the defaulting Member of its ]iabiiity for those payments.
Cascade shall have a right of recovery from the defaulting Member on behalf of each Member.

- Cascade may cbmmence such suits, actions or proce.edings.at law or in 'equi{y, including but not
fimited to suits for specific performance, as may be necessary or appropriate to enforce the
obligations of this Contract against any defaulting Member. Cascade’s right to enforce péyments
in this regard may be assigned to a treasurer, trustee, credit enhancement ;;roviﬂer or other
entity. Amounts recovered by Cascade as payment of amounts due shall be passed through to
each Member in proportion to the share that each aséumed, in cash or in credit against future
Membef Charges as the Board shall determine. |

(d) The prevailing party in any such suit, action or proceeding, shall be entitled to recover
its reasonable attorney fees and costs against the defaulting Member.

ARTICLE 8. Planning

Section 8.1  Water Supply Plan. Cascade must plan for its Members’” water supply
needs. That planning shall be to be compatible with the equivalent planning responsibilities of
other wholesale water providers and with state, county and city planning responsibilities under the
Growth Management Act. The Board must adopt, and may from time to time amend, a Water
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Supply Plan that must be based on no less than a twenty- (20) year planning horizon. Cascade
shall coordinate its planning effort with local and regional utilities and other appropriate agencies
and work to encourage cooperative region-wide planning and coordination.

Each Member shall actively participate in Cascade’s water supply planning and shall
provide to Cascade accurate data regarding its facilities and operations together with good-faith
estimates of future needs and a description of any involvement in the development of new
Independent Supplies. Each Member’s water comprehensive or system plan shall be consistent
v&}ith any plans adqpted by Cascade, and shall be consisteqt with applicable requirements of the
Grgwth Maﬁagement Act and comprehensive plans.

Section 8.2  Watershed Management Plan. Cascade may adopt Watershed
Management Plans, as appropriate, for the watersheds within its service area provided that a
Watershed Management Plan may take the place of, or may be incqrporated into a Cascade Water
Supply Plan. In fulfilling its responsibilities for watershed management, Cascade may enter into
interlocal agreements with Non-Member munici'palities to engage in watershed management,
including development of Watershed Management Plans and the implementatﬁon and financing of
such plans.

Section 8.3  System Reliability Methodology. Cascade shall develop and adopt a
system reliability methodology for planning, operation and management purposes. Adoption and
amendments to the system reliability methodology shall require a 65% Dual Majority Vote.
ARTICLE 9. Filings

This Contract must be filed with the King County Office of Records and Elections or with
any other applicable éounty auditor, in accordance with RCW 39.34.040, and must be submitted
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for review by the Washington State Department of Health and the Washingtoh State Department
of Ecology, in accordance with RCW 39.34.050.
ARTICLE 10. Duration and Dissolution; Withdrawal

Section 10.1 Duration. Except as provided in Section 10.3, Cascade shall remaih in
existence for the longer of the following: (a) the peridd it holds any assets; (b) the period during
which Bonds are outstanding; or (c) the period it continues to include Members.

Section 1 0.2 Withdréwals. A Méinber méy notify Cascade of 1ts inter;t to Withdfavir by
delivery to Cascade of a Resolution of its Iegiélative autﬁority expressing such intent. Upon
receipt of such Resolution, the Merﬁber shall lose its right to vote and the Board shall determine:
(a) the withdrawiIig Member’s allocable share of the cost of the tﬁén—eﬁsthg obligations of
Cascade; and (b) the withdrawing Member’s Véb:ligations to Cascade. “Tﬁen—e:cisting obligations
of Caécadé” means 6bligatioﬁs or costs inéufred by Cascade as of the date the Member’s |
withdrawal notice is received, incluciing but not limited to Bond dbligatiohs; contract obligations
and cash financed capité] projects; provided that a MthdraWing Mémber’s allocable share shall in
no evént include an obligation for future éxpenses for which Cascadé has not incurred a legal
obligation; and provided further, that to the extent the Member’s obligation (with respect to such
costs) is re-paid over time, the Member shall be entitled to a credit for supply abandoned by the
Member and is otherwise used by Cascade. A “withdrawing Member’s obligation to Cascade”
includes but is not limited to, the Member’s share of fixed operating costs, any other expenses
contained in Cascade’s adopted budget for that year, and any assessments or other similar charges
lawfully imposed by Cascade. For purposes of the ﬁreceding sentence, “fixed operating costs”
shall be determined in the year of withdrawal, and the Member’s obligation with resp'e‘ct to such .
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costs shall be limited only to that amount required to pay for supply abandonéd by the Member
and not otherwise used by Cascade.

The allocable share of cost or obligations shall be determined by the Board, taking into
consideration as deemed applicable by the Board: (a) the ratio of the Member’s Demand Share to
total Member demand; (b) the ratio of the Member’s contribution to Cascade revenue to total
Cascade revenue including RCFCs; (¢) the cost or a portion of the cost of capital projects or
facilities specially benefiting the Member; and (d) and any other factor the Bpard deems
appropriate to consider. The Member’s withdrawal shall be effective on payment of such
allocable share or provision for arrangements to pay such allocable share that are satisfactory to
the Board. Until the effective date of withdrawal, the Member shall continue to comply with all
applicable provisions of this Interlocal Contract.

Upon withdrawal, except as provided in an Asset Transfer Agreement, the withdrgwing
Member shall haye no right to, or interest in any Water Supply Assets owned by Cascade._ The
withdrawing Member shall be deemed to have abandoned any and all rights to service, to the use
of Cascade Water Supply Assets or other rights with respect to Cascade (except as otheMse
expressly .provided in this Contract).

Notwithstanding the provisions of this Section 10.2, Cascade will, upon the withdrawal of .
a Member that has transferred operational control and management of (but not title to) an
Independent Supply Asset to Cascade under Section 5.1, return operational control of such asset
to the withdrawing Member. Return of operational control and management will be subject to: (a)
continued use by Cascade, to the extent and for such time as the Board deems such use necessary
for Cascade to continue providing service to its Members; and (b) payment or provision for
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payment of any Casoéxde costs, including but not limited, to those associated with the withdrawing
Member’s Independent Supply Asset.

The Board may establish additional generally applicable conditions and requirements for
withdrawal.

Section 10,3 Dissolution. Cascade may be dissolved by a 65% Dual Majon’ty Vote.
Upon dissolution, except as pmvidéd in an Asset Transfer Agreement, Cascade’s assets initially
shall be held by its then current Members as tenants in common. Each Meﬁlber’é ownership
interest must be based on that Member’s Demand Share as of the time of the dissolution.
Cascade’s liabilities (including Bonds and other contractual obligations) initially shall be
distributed based on Members Demand Shares as of the time of the dissolutidn. Assets and
liabilities must be distributed in accordance with agreement or contract, under a voluntary
mediation process, or by a court of law. A court ihay appoint an arbitfator dr special master.
Distribution shall be based on the best interests of efficient and économic water supply in the
entire area served by the Members, subject to a rebuttable presumption that Water Supply Assets
will be returned to the Member that originally transferred them to Cascade. That presumption may
be overcome by a showing that another asset distribution is in the best interests of efficient and |
economic water supply. The proceeds of any sale of assets must be distributed émong the then
current Members based on the Demand Shares at the time of dissolution.

Section 10.4 Successor Entity. Notwithstanding the provisions of Section 10.3, upon a
65% Dual Majority Vote (ratified within one hundred and twenty (120) days by 65%), as
measured by Dual Majority Vote of the Members’ legislative authorities, all assets, liabilities, and
obligations of Cascade may be transferred to any successor entity (including without limitation, a
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joint operating agency or other municipal corporation, as permitted under state law), and all
obligations of Members and parties contracting with Cascade become obligations to the successor
entity.

ARTICLE 11. Amendments.

Amendments to this Contract shall be effective upon approval by 65% Dual Majority Vote
(ratified within one hundred and twenty (120) days by 65%), as measured by Dual Majority Vote
of the Members’ legislaﬁve authorities.

ARTICLE 12. Applicable Law and Venue.

This Contract is governed by the laws of the state of Washington. The venue for any legal
action arising from a dispute under this Contract is the Superior Court for ng County.
ARTICLE 13. No Third Party Beneficiaries.

There are no third-party beneficiaries to this Contract except for the rights of Bond
owners as provided in Section 5.3.2, no person or entity other than an agency signatory to this -
Contract shall have any rights hereunder or any authority to enforce its provisions, and any such
rights or enforcement must be consistent with and subject to the terms of this Contract.
ARTICLE 14. Severability.

If any provision of this Contract or its application is held by a court of competent
jurisdiction to be illegal, invalid, or void, the validity of the remaining provisions of this Contract
or its application to other entities or circumstances shall not be affected. The remaining provisions
continue in full force and effect, and the parties’ rights and obligations must be construed and
enforced as if the Contract did not contain the particular invalid provision. But if the invalid
provision or its application is found by a court of competent jurisdiction to be substantive and to
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render performance of the remaining provisions unworkable and infeasible, is found to seriously
affect the cdnsideratioﬁ, ‘and is inseparably connected to the remainder of the contract, the entire
Contract-is deemed void.

ARTICLE 15. Entire Agreement.

This Contract constitutes the entire and exclusive agreement between the parties relating
to the specific matters covered in this Contract. All prior or contemporaneous verbal or written
agreements, understandings, representations or practices relative to the foregoing are superseded,
revoked and rendered ineffective for any purpose. This Contract may be altered, amended or
revoked only as set forth in Article 11. No verbal agreement or implied covenant may be held to

vary the terms of this Contract, any statute, law, or custom to the contrary notwithstanding.
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ARTICLE 16. Execution.

. This Contract may be executed in one or more counterparts.

Signatory Agency

By: ﬁ.é%-e/uﬂ

Date: O{/’S /ZDOS

Title: Date: 295/ 2095~
Authorized by: ,{4(.9. /% . ;‘/éﬁ“
(Resolution or Ordinance)

Date: 4 / 4:/0?005’

Approved as tc'form: |
P C.1ed
Assistant City Attorney
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Cascade Water Allignce:

o A
4\
Title: T Date DECEMBERL 11§ ;u:.o\(
Attest: M&J«Q Q &G_AA-\QA/’O
i NN
Title: General Manager Date: DECSMRAER ‘5,100‘4

Authorized by:  Resolution No. 'Z(DO'-{ -

Date: Oecempet 15, wol
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3/31/2005

CITY OF BELLEVUE, WASHINGTON
RESOLUTION NO. _7165

A RESOLUTION authorizing and directing the City Manager
to execute the Amended and Restated Cascade Water
Alliance Interlocal Contract.

WHEREAS, the Cascade Water Alliance (Cascade) was formed in April 1999
pursuant to an Interlocal Contract for the purpose of providing water supply to meet
the growing demands of its members, including the City of Bellevue; and

WHEREAS, amendments to the Interlocal Contract were approved in
September 1999 and November 2002 by Cascade and the City of Bellevue; and

WHEREAS, the Cascade Board passed a resolution for the purpose of
adopting amendments to the Interlocal Contract on December 15, 2004; and

WHEREAS, the Amended and Restated Interlocal Contract establishes 1)
Cascade as a Watershed Management Partnership as provided in the Interlocal
Cooperation Act (Chapter 39.34 RCW), and 2) overall structure and principles for
financing projects, borrowing funds, issuing and securing debt; now, therefore,

THE CITY COUNCIL OF THE CITY OF BELLEVUE, WASHINGTON, DOES
RESOLVE AS FOLLOWS:

Section 1. The City Manager or his designee is hereby authorized and
directed to execute the Amended and Restated Cascade Water Alliance Interloca
Contract, a copy of which Contract has been given Clerk’s Receiving No

Passed by the City Council this ##4 day of {psd , 2005,
and signed in authentication of its passage this_#%_d4y of %,mb ,
2005.

(SEAL)

Connie B. Ma%hall, Mayor

Attest:

T2 X Lot

MymalL.. Basich, City Clerk




3.

accept ownership of the Pipeline and operate and maintain the Pipeline such that water
delivery to its members 1s consistent with the Cascade Interlocal Contract. Cascade may
enter Into a contract with another party (which may be a Cascade Member) for
maintenance and operations of the Pipeline. Cascade shall provide Bellevue with water
supply at a point of delivery at 161st and Newport Way such that Bellevue can continue
to provide necessary supply to its customers served from the Plpelme

C. Bellevue shall retain ownership of and operation responsibility for the booster
pump station located at 161* and Newport Way; provided that all of Bellevue’s costs
associated’ with the booster pump station, including but not limited to, operations,
maintenance, repair and replacement costs, shall be Cascade’s responsibility. Costs
associated with the booster pump station shall include, but not be limited to, all time and
materials and 3" party expenditures/billables (e.g. power bills) and include an amount not
to exceed 18% for overhead and other indirect costs. The 18% overhead rate shall be
periodically reviewed and adjusted as necessary to ensure consistency with Bellevae
overhead rates. Cascade shall no longer be responsible for costs associated with the
booster station if Cascade changes the operation of its system such that the booster pump
station is no longer necéssary, so long as Bellevue’s water supply service to its customers
is not adversely impacted. Cascade shall continue to be respon31ble for any removal or
decommissioning costs associated with the pump station.

. D. For all Anon'-‘emergency maintenance and/or repair activities conducted on that

segment of the Pipeline situated within Eastgate Park, as depicted on Exhibit A to this
Agreement, Cascade agrees to obtain a properly executed Right of Entry from Bellevue,
which Right of Entry shall not be unreasonably withheld. Cascade further agrees to
return the Eastgate park property to its pre-maintenance or pre-repair condition at the
termination of any such activity. :

E. Bellevue shall provide Cascade with an easement for operation, maintenance, repair
or replacement of the segment of the Pipeline situated in Eastgate Park, as-depicted on
Exhibit A to this Agreement.

Indemnification and Hold Harmless. Cascade shall indemnify, defend and hold harmless

Bellevue, its officers, agents and employees, from and against any and all claims, losses, or
liability, including attorneys’ fees, arising from injury or death to persons or damage to property
occasioned by any act, omission or failure of Cascade, its officers, agents or employees, in the
performance of this Agreement. This includes but is not limited to any liabilities resulting from:

4.

A. Construction of upgrades to the Pipeline as required by this Agreement or by the
Pipeline Operations Agreement.

The transition of service from Bellevue to Cascade’s supply system.

Leaks or breaks in the Pipeline after the execution of this Agreement.

o o W

Prior and future actions of Cascade and its agents other than Bellevue.

Q

losing. The parties shall not be obligated to close unless and until each party has
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performed its covenants and obligations hereunder.

A. Closing shall occur on or before 2006 at the offices of
or at such other time and place agreeable to the parties. Bellevue and Cascade shall each
be responsible for one-half of the closing costs.

B. At closing CASCADE shall deliver to BELLEVUE:

1. A duplicate original of the Pipeline Operations Agreement properly
executed by Cascade.

C. . Atclosing BELLEVUE shall deliver to CASCADE:

1. A Bill of Sale transferring to Cascade all of Bellevue's right, title and
interest in the Pipeline and its capacity and warranting that Bellevue has exclusive
title to the Pipeline. Other than the above warranties, the Bill of Sale shall indicate
that the sale is an “As Is” sale, with no other warranties, express or implied.

2. Properly executed conveyance documents conveying to Cascade those real
estate interests (if any) associated with the Pipeline.

3. A duplicate original of the Pipeline Operations' Agreement properly
- executed by Bellevue.

4. "As Built" Pipeline documents in the possession of Bellevue.

D. When the requirements of 3(B) a.nd 3(C) have been fulfilled, this transaction shall
be closed without further instruction.

E. To the extent that there are any taxes, special assessments or utility service fees
relating to the Pipeline or its use that are the legal obligation of one party but are atfributable in’
part to a time period during which that party did not have possession of the Plpelme, then the
parties will share in the obligation to pay such taxes, assessments or fees on the basis of a
proration as of Closing. Cascade may record such deeds, assignments and other transfer
documents as it desires and shall pay the cost thereof. Based on current State law, the Parties do
not expect that any retail sales tax, use tax, real estate excise tax or any other transfer tax will be
due on the contemplated transfer. However, if any such tax is due, the Party legally obligated to
pay such tax shall do so.

5. Transfer of Responsibility.

A Effective 12:01 a.m. on the day immediately following Closing, Bellevue
relinquishes responsibility for -the Pipeline to Cascade, and Cascade assumes
responsibility for the Pipeline on that date. ' ’

B. Effective 12:01 a.m. on the day immediately following Closing, Cascade shall be
fully responsible for the Pipeline at Cascade's sole cost. The Pipeline shall be operated
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by Cascade as a regional facility, providing water supply to Cascade members that can be
served by the Pipeline. :

C. The Pipeline shall be operated according to requirements of law and the terms
and' conditions of the Pipeline Operations Agreement and the Cascade Interlocal
Contract. Cascade shall mamntain the Pipeline in accordance with the more stringent of
industry standards or standards adopted by Cascade. Cascade shall maintain the Pipeline
in accordance with industry standards such that if or when Bellevue withdraws from
Cascade or Cascade dissolves, the Pipeline will be in a reasonable condition based upon
the length of time it has been in service.

D. Cascade’s ownership of the Pipeline shall be subject to the following limitations -
should Bellevue withdraw from Cascade or should Cascade dissolve.

1. Bellevue withdraws from Cascade:

a. Cascade will continue to own and be responsible for the Pipeline.

b. When Bellevue withdraws, Cascade shall continue to deliver water purchased
by Bellevue from sources other than Cascade, through the Cascade Supply
System, in an amount equal to the volume of Cascade water received by Bellevue
through the Pipeline, at a cost equal to a then agreed upon fair share of Cascade
costs. This cost may include operational and future replacement costs. Provided
however, if Cascade chooses to upsize the Pipeline to meet its own needs,
Bellevue will not be responsible for any of that cost, and Cascade will continue to
provide service as provided in this Section 4(D)(1)(b).

2. Cascade Dissolves:

a. The Pipeline and its capacity shall be returned to Bellevue at no cost with no
warrantees, guarantees or encumbrances and shall not be subject to Article 10
“Duration and Dissolution; Withdrawal” of the Cascade Water Alliance
Interlocal Contract.

b. Bellevue, as owner of the Pipeline, shall continue to allow access by -
agencies that depended upon this facility for supply service while it was
owned by Cascade and shall wheel water for agencies that received supply
from Cascade through this facility at a fair cost to be negotiated during the
dissolution procedures of Cascade. This cost may include operational and
future replacement costs. ‘

6. Severability. The invalidity or unenforceability of any provisions of this Agreement shall
not affect the other provisions hereof, and this Agreement shall be construed in all respect as if

such invalid or unenforceable provisions were admitted.

7. Amendment. No change, amendment or modification of any provisions of the
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Agreement shall be valid unless set forth in a written amendment to this Agreement signed by
both parties.

8. Authorization. By signing this Agreement, each party certifies that it has the authority to
bind its respective governing bodies to all of the terms and conditions of this Agreement.

9. Effective Date. This Agreement is effective upon the date of the last signature below.

CASCADE WATER ALLIANCE, a
Washington nonprofit corporation

By: H
Tts:_ YAl W/
Dated: S-20-0lb

Attest:

SECI@J&WF THE BOARD
T2

. Approved as to form:

CITY OF BELLEVUE, a municipal
corporation

By: M Wa‘

Its: /ﬂmy_zg % Q [L_k'ﬂgé
Dated: /¢~'36~

Attest:
CITY CLERK

By: %XM

Approved as to form:

by Sz (-l
égf, City Attorney
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Exhibit "A" -
1 of 2 originals

FRANCHISE AGREEMENT

WHEREAS, the Town of Clyde Hill and the City of Bellevue desire to enter
into a franchise agreement to aliow the City of Bellevue to continue to use the
public rights-cf-way in the Town of Clyde Hill for the purpose of operating the City
of Bellevue's water distribution and wastewater utilities within the Town of Clyde
Hill; now therefore,

The Town of Clyde Hill and the City of Bellevue agree as follows:

Section 1. Grant of Franchise. The Town of Clyde Hill hereby grants to
the City of Bellevue, Washington, and it's successors and assigns, the right,
privilege, authority and non-exclusive franchise to continue to enter upon, use
and occupy the public rights-of-way and utility easements of the Town of Ciyde
Hill, Washington, for constructing, maintaining, repairing, renewing and operating
water distribution and wastewater ccllection systems and accessories, in, upon,
under, across and through said public rights-of-way and utility easements within
the Town of Clyde Hill,

Section 2. Franchise Fee. The City of Bellevue agrees to pay the Town
of Clyde Hill a quarterty franchise fee in the amount of 10% of the guanterly gross
revenues of the City of Bellevue's water and sanitary sewer utilities derived from
the operations of said utiiities within the Town of Clyde Hill. The franchise fee
provided herein shall be in lieu of any other tax, fee or charge, direct or indirect,
imposed by the Town of Clyde Hill on the operations of the City's utilities within
the Town of Clyde Hill. The City of Bellevue is authorized 1o withhold an amount
not to exceed $100 from any individual payment to recover its costs of
precessing such payment.

Section 3. Adjustment to Rate of Franchise Fee. The franchise fee rate
set forth in Section 2 above may be modified at any fime by the Town of Clyde
Hill. The Town of Clyde Hill shall provide the City of Bellevue with written notice
of any modification of such rate no later than forty-five (45) days prior to the
eflective date of such modification.




1 of 2 originals

Section 4. Term and Effective Date. This agreement shall take effect
upon execution by both parties and shall remain in effect for a period of ten (10)
yaars from the effective date of this agreement. Upon the expiraticn of the ten
year term, this agreement shall be automatically extended on'a year to year basis
unless either party gives the other party written notice of its intent to terminate
this agreement at least sixiy (60) days prior to the nexi succeeding automatic
renewal date.

Town of Clyde Hill City of Believue

By: Philip/G. Rourke y Ph’fﬂ:p Korshiaf

Its: Mayor Its: City Manager

Date: Date: 77 veomie- 29, /28 %
Approved as to form: Approved 35 to form:

Town Atiornay City Attorney ~___



Coal Creek Utility District



(This page is intentionally blank)



WATER SUPPLY BILLING AGREEMENT

Partios to the Agreement

This agreement ("Agreement"} is between Seattle Public Utilities ("SPU"), the City of
Bellevue ('Bellevue”), the Coal Creek Utility District ("District"), and the Cascade Water
Alliance ("Cascade"), collectively referred to as the "Parties”.

Pur e

The City of Seattle has different forms of contractual arrangements among its wholesale
customers. Some wholesale customers have interties between them that allow fpr the
provision of Seattle water between their respective service areas in order to minimize
the cost of water service for their customers. it is in the interest of the Parties to track
water wheeled through these interties so that such water can be managed under the
provisions of the applicable wholesale contract. This Agreement serves to establish
roles and responsibilities of the Parties in relation to metering and billing for water use.

Backaround

As of January 1, 2004, Seattle entered into a 50-Year Declining Block Water Supply
Agreement (Black Contract) with Cascade, of which Bellevue is a member. Seattle also
has a 60-year Full Requirements Contract (Full Contract) for water supply with the
District.

Effective December 31, 2003 an interlocal agreement (the "Assumption Agreement,”
provided in Exhibit 3) between Believue and the District will take effect providing for the
assumption by Bellevue of a portion of the District’s service area (“Assumption Area”)
and certain water and wastewater faciliies located within the Assumption Area. As a
result of system configuration some of Bellevue's customers within the Assumption Area
will continue to receive water supply delivered through District facilities.

The Assumption Agreement provides for the accounting of water supply used by
Bellevue customers delivered through Seattle inlet Meters (Inlet Meters), District Master
Meters (Master Meters), and Direct Read Meters (as defined and identified in Exhibit 1).

As a member of Cascade Bellevue will pay Cascade for water supply. By agreement
between Seattie and Cascade, Seattle will bill Cascade for water delivered through
District facilities to Bellevue customers under the Assumption Agreement. Cascade is
obligated to pay Seattle for water supply delivered to Bellevue customers through
District water facilities. In addition, the agreement between Seattle and Cascade
provides that Bellevue is liable for payments for water supply to Seattle should Cascade
fail 1o make such payments.

Water Supply Billing Agreement 1
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Agreement
Section!. Term

A

This Agreement is effective January 1, 2004 (“Effective Date”) and Qnds December
31, 2053 unless terminated sooner by mutual agreement of the Parties or as
provided for in Section i.B. below.

Bellevue shall have the right to terminate this Agreement if it modifies its water
system in a manner that no tonger requires it to receive water sqppiy t.hmugh Dlstnct
water facilities. Bellevue shall give all Parties at least 90-days prior written notice of

intent to terminate.

Seattle shall have the right to terminate this Agreement upon two years written
notice ta the Parties provided that Seattle’s termination of this Agreement shall not
affect its obligations to Cascade under the Biock Contract or the District under the

Full Contract.

Section L Meters

A Maintenance, testing and reporting

B.

1. The District, at its sole expense, (which costs shall be assigned to Bellevue per
Section X1 of the Assumption Agreement) shali:

a) Test its Master Meters that supply water to Bellevue not less than once every
two years of the Effective Date of this Agreement, commencing in 2005.

b) Use Seatile or an accredited testing agency mutually agreeable to the Pariies
to perform tests.

c) Report test results to all Parties no later than December 31 of the testyear or
within sixty (60) days of the test, whichever is longer.

d) Maintain, repair or replace its Master Meters such that they meet American
Water Works Association's accuracy standards.

2. Seattle, at its own expense, shall have the right to test the Master Meters at any

time upon prior notice to the District. Such test shall fuifill the District’s obligations
for testing for that two-year period set forth in Section {.A.1.a herein,

3. if, for any reason, the District is found to be out of compliance with the above

terms, Seattle shall notify the District and request that a correction is made. if the
District does not correct the non-compliant condition within fifteen (15) business
days of receipt of such notice, Seattle may test and conduct repairs as needed
and bill the District per Section HLA4.

Meter reading, reporting, and auditing

1. The District shall read, and provide a report to the Parties, its Master Meters
within three (3) business days of Seattle’s Inlet Meter reading dates. Seattle will
provide the District with its Inlet Meter reading schedule on or before December

Water Supply Billing Agreement 2
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15 of each vear for the following year. Seattle may amend this schedule with two
weeks' prior notice to the Parties,

The District shall record Master Meter readings, together with adjustments for
Direct Read Meters and supply-side losses, pursuant to the Assumption
Agreement, in substantially the format shown in Exhibit 2.

The District shall provide Seattle reasonable access to the vaults containing the
Master Meters so that Seattle may, at its sole option and expense conduct
periodic meter reading audits by Seattle personnel.

Section .  Billing Payments, Disputes and Adjustments

A. Billing and Paymenis

1.

Water Supply Billing Agreement

04/08/04

Seattle shall treat Bellevue's consumption, as reported by the District in Section
I1.B.2, as part of the total Cascade consumption for the purposes of billing under
the terms of the Block Contract. Such Bellevue consumption shall be deducted
from Iniet Meter volumes for the purposes of billing the District and the District
shall not be responsible to pay Seattie for such Bellevue consumption.

The District and Cascade shall promptly pay their bills in accordance with their
respective water supply agreements with Seaittle.

The District, Seattle, Bellevue and Cascade shall make any necessary
adjustments to flow data used to caiculate demand charges applied under a
demand melering program.

If Seattie conducts tests on Master Meters as described in Section LA 3, Seaitle
will bill the District and expect payment within 45-days of invoice receipt.

Bellevue shall reimburse the District for such testing cost pursuant to the terms of
the Assumption Agreement.

Disputes and Adiusiments

. If any Party to this Agreement contends that another Party is out of compliance

with any part of this Agreement, then written notice of any such contention shall
be provided fo all the Parties.

a) The Party that is allegedly out of compliance shall have twenty (20) calendar
days to respond to such contention in writing.

b} Inthe event the response of the Party allegedly out of compliance is not
satisfactory to the Party alleging non-compliance, the matter shall be referred
to a committee (“Committee”) composed of the District's General Manager,
Bellevue's Utilities Director, Cascade’s General Manager and Seattle Public
Utilities’ Director, or their designees, for consideration. Matters that are not

U3



resolved by the Committee shall be submitted to mediation as a precondition
to any legal action by any Party relating to the matter.

2 Seattle shall have no responsibility for the resolution of any disputes between the
District, Bellevue and Cascade or any of their respective customers related to the
delivery and metering of water and payments pursuant to this Agreement.

Seattle shall make reasonable adjustments to the water consumption of the
District and Cascade when such adjustments are requested in writing by both the

District and Cascade.

w

ay A requést for adjustment as a result of meter reading error should reach
Seattle within fifteen (15) days of the disputed billing.

b) A request for adjustment due to meter inaccuracy should reach Seattle within
twelve (12) months of the disputed billing.

Sect%on V. General

A. Notices

All notices, except as otherwise provided in this Agreement, shall be in writing and
sent to the following addresses:

Seatile: Cascade.

Director General Manager

Seattle Public Utilities Cascade Water Alliance

700 Fifth Avenue, Suite 4900 1400 112" Ave SE, Suite 220
Seattle WA 28104 Believue, WA 98004

DRistrict: Bellevue:

General Manager Public Works Director

Coal Creek Utility District City of Bellevue

6801 132™ Place SE P.0. Box 90012

Newcastle, WA 98059 301 - 116™ Ave SE

Bellevue, WA 98009-8012

B. No Third-Party Beneficiaries
This Agreement shall not inure to the benefit or be enforceable by any third party.

o

incorporation of Exhibits
Any exhibits referred to in this Agreement is incorporated herein by reference as if
fully set forth herein.

D. Authority
All persons executing this Agreement in a representative capacity represents and

warrants that they have full power and authority to bind their respective organization.

Water Supply Billing Agl‘cﬂhlz:ilt
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i

Successors and Assians

F. Amendments

This Agreement shall be binding on all successors and assigns of the parties.

No change, amendment or modification of any provision of this Agreement shall be
valid unless set forth in a written amendment to this Agreement approved and

signed by all of the Parties.

Section V. Signatures

Seattle Public Ltilities %{%/4’% Date

Chuck Clarke, Direcior

e

; f\-{ /
Cascade Water Alliance Mw L I %ﬁ@ixfm 80 Date

Michael A. Gaghatdo /General Manager

/

.
City of Bellevue [ g e A— Date
Uagyj Warren, Director, Utifities Department

e

e

Coal Creek Utility District____ /77 1/ .
Thomas Peadon, General Manager

Waiter Supply Billing Agreement 5
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EXHIBIT 1

LIST OF METERS
The following meters are those referenced in and pertinent to this Agreement.

1. Seattle’s Inlet Meters providing service to the District at:
v Station 52 - Tap No. WO 152713
» Station 48 - Tap No. WQ 170857

2 The District's Master Meters downstream of Seattle’s inlet meters which measure
water supplied to Cascade (Bellevue customers):

Site Location Meter size{s) Operation
Number

i 6241 Hazelwood Lane 4-inch and 1-inch | Two way

2 112" Ave SE, south of SE 64" 4-inch Two way

3 114" Ave SE, north of SE 68" 6-inch Two way

4 Valve, no meter Maintain in closed position
5 119" Ave SE at SE 68" Place 8-inch Two way

6 123" Ave SE at SE 69" Way 8-inch Two way

7 SE 69" Way at 125" Ave SE 6-inch Two way

9 128" Place SE at cul-de-sac 4-inch Two way

10 SE 66" St at Coal Creek Parkway | (2) 1-inch meters | Each is one way

3. Direct Read Meters both existing and future master meters lying within the direct
read areas as identified in the Assumption Agreement.

Water Supply Billing Agreement 6
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Recommended Reporting Format

Exhibit 2

TVASTER MEIERS Current | Previous CGF CCF
i Read Read Cascade CCUD
(Datal/CCF) (Date/CCF) o to
cCcuD Cascade
SITE NOL Y
Hazelwood Lane
Meter No. 70125089 i-Jan-04]  1-Dec-03
4 to CCUD 100 50 50
Meter No. 70125069 1-Jan-04] 1-Dec-03
1" bypass to CCUD 100 50 50
Mater No. 3202085 1-Jan-04] 1-Dec03
1*to COB 200 50 150
SITE NO. 2
112th SE & SE 64th
Meter No. mo82203503 i-Jan-041  1-Dec-03
4" Sparl. Mag. ‘ Read fo COB 200 50 150
Read to CCUD 100 50 50
SITE NO. 3
114th SE & SE 68th
Meter No. moB2233403 i-Jan-04] 1-Dec-03
8" Sparl. Mag. Read to COB 200 50 150
Read to CCUD 100 50 50
SITENO. &
119th SE & SE 68th
Mater No. moB2243503 t.dan-0d]  1-Dec-03
8" Sparl. Mag. Read to COB 200 50 150
Read to CCUD 100 30 50
SITE NO. 6
123th SE & SE 88th
Meter No. 62253503 1-dan-04]  1-Dec-03
6" Sparl, Mag. Read to COB 200 50 150
Read to COUD 300 50 50
SITE NO. 7
125th SE & SE 6%th
Meter No. moB2223503 {-dan-04]  1-Dec-63
5" Sparl. Mag. Read {o COB 200 50 150
Read to CCUD 100 50 50
SITE NQ. O
Delmar Woods Apts.
Meter No. moB2213503 1-dan-04] 1-Dec-03
4" Sparl. Mag. Read o COB 200 50 180
Read fo CCUD 100 50 50
SITE NO. 10
Coal £k Phwy & SE 66th
Meter No. 1-dan-04] 1-Dec-03
1 to CCUD 100 50 50
Mater No. 1-dan-04]{ 1-Dec-03
1" to COB 100 50 50
Total Master Meters = 450 1400
Net to Bellavue = B850
DIRECT REAL METERS
Total Direct Read Meters (Yearly total of CCF for all direct meters 12y = 50
METER SUMMARY
Total Master Meters (bitlable to Cascade) = 650
Total Direct Read Meters = .
Subtotal = 700
Supply Side Loss (2.4% of subtotal) = 16.8
Other Gertain Uses (Parifal Assumption Agreement; 480 CE/NT./12) = - A0
Total Volume For Reporting Period To Be Billed To Cascade = 757

Note: Skes 4 and B do not have meters. Site 4 has a closed valve and Site 8 involved abandoned pipe.

Water Supply Billing Agrecment
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INTERLOCAL AGREEMENT IMPLEMENTING THE CITY OF BELLEVUE’S
PARTIAL ASSUMPTION OF THE COAL CREEK UTILITY DISTRICT

THIS INTERLOCAL AGREEMENT is made between the City of Bellevue, a
municipal corporation in King County, Washington (“Bellevue”) and Coal Creek Utility
District, a municipal corporation in King County, Washington (“District”), hereinafter
referred to as the “Parties”, implementing Bellevue’s partial assumption of the District’s
service area and facilities Iying within Bellevue’s corporate limits.

WHEREAS the District provides water and sewer utility service within the
corporate limits of the cities of Bellevue, Newcastle, Renton, and unincorporated King
County; and

WHEREAS Chapter 35.13A RCW provides the authority for a city to assume all
or a portion of the service area of a water-sewer district lying within and outside its
corporate limits; and

WHEREAS on August 18, 2000, the Washington State Boundary Review Board
for King County adopted its Resolution and Hearing Decision approving the proposed
partial assumption of that portion of the District lying within the corporate limits of
Bellevue and the area of unincorporated King County surrounded by Bellevue which
has been subsequently annexed; and

WHEREAS on August 1, 2001, Bellevue and the District approved a settlement
agreement (“Settlement Agreement”) establishing that effective December 31, 2003,
Bellevue shall assume that portion of the District lying within Bellevue’s corporate limits
(which includes the former unincorporated area of King County surrounded by
Bellevue which was annexed to Bellevue pursuant to Ordinance No. 5270 passed
February 5, 2001); and

WHEREAS the Settlement Agreement and Exhibit A to the Settlement
Agreement set forth the terms and conditions under which Bellevue’s partial
assumption shall take place including each Party’s responsibility to draft an interlocal
agreement to effect the Parties” settlement and the assumption;

NOW THEREFORE, in consideration of the terms and conditions contained in the
Settlement Agreement, which is incorporated herein as though fully set forth at this
point, the Parties, further agree as follows:

L. PURPOSE

The purpose of this Interlocal Agreement is to provide further direction and/or details
to the Parties to implement the Settlement Agreement and the assumption.



IL DEFINITIONS

For purposes of this Agreement, and unless otherwise provided in this Agreement, the
following terms mean:

A,

B.

“ Assumption Date” — December 31, 2003 at 2:30 p.m.

“Assumption Area” — that portion of the District lying within Bellevue’s
corporate boundaries to be assumed by Bellevue on the Assumption Date.
The Assumption Area is shown on attached Exhibit A and the legal
description of the common service area boundary is described in attached
Exhibit B.

“CIP Projects” — Capital Improvement Projects initiated by the District
located, in whole or in part, within the Assumption Area.

“Coal Creek Parkway Facilities” - the sewer interceptor, water main, and
water main appurtenances located along Coal Creek Parkway within
Bellevue as of the date of this Agreement, excluding those sewer mains
within Bellevue tributary or parallel to the sewer interceptor.

“Developer Projects” — extension projects initiated and constructed by
owners/developers pursuant to Chapter 57.22 RCW.

“Direct Read Meters” — individual customer water meters that are used to
measure water use within the Direct Read Meter Areas.

“Direct Read Meter Areas” — areas in Bellevue and the District where
water use is read on Direct Read Meters. The Direct Read Meter Areas are
shown on Exhibit F.

“Inlet Meters” — water meters that are used to measure the volume of
water delivered by regional water providers to Bellevue and the District
from a regional water supply transmission system.

“Interim Period” — the period between August 1, 2001 (the effective date
of the Settlement Agreement) and the Assumption Date.

“Master Meters” — water meters, excluding Direct Read Meters, that are
used to measure the volume of water moving between the District and
Bellevue service areas. :

“Old Water Allowance” — the historical average volume of water per
month purchased by the District from the City of Seattle between January
1, 1979 through December 31, 1981 which was used for determining the
cost for water supplied by Seattle to the District under the District’s 1982
wholesale water supply contract as shown on Table 2.



L. “Parties” — City of Bellevue and Coal Creek Utility District are the two
Parties to this Agreement. '

M. “Physical Assets” — all District-owned real property, easements, personal
property, and other property rights together with all water and sewer
facilities.

N.  “Reporting Period” — the time interval between readings for the same
Inlet Meter or Master Meter from which the total water volume delivered
through the meter can be calculated.

O.  "Water Joint Serving Facilities” ~ water system facilities lying within the
District that are used to deliver water to both Bellevue and District
customers after the Assumption Date. Water Joint Serving Facilities are
listed in Table 1 and are shown on Exhibit C.

1. ASSUMPTION

On the Assumption Date, Bellevue shall assume the Assumption Area, which consists of
that portion of the District lying within Bellevue’s corporate limits (which includes the
former unincorporated area of King County surrounded by Bellevue which was
annexed into Bellevue pursuant to Bellevue Ordinance No. 5270 passed February 5,
2001), subject to the terms and conditions of this Agreement and that certain Settlement
Agreement entered into between the Parties dated 8/1/01. After the Assumption Date,
the District shall revise its official boundaries to exclude the Assumption Area. Bellevue
shall cooperate with the District in implementing the revision of the District's
boundaries and shall not oppose this revision.

V. DISTRICT AND BELLEVUE RESPONSIBILITIES DURING THE INTERIM
PERIOD

A.  During the Interim Period, the District shall incur no new debt for which
Bellevue would be responsible without Bellevue’s written consent. During
the Interim Period, Bellevue shall be responsible for relocation costs of
District Facilities in the Assumption Area caused by Bellevue initiated
projects other than the following:

PW-R-129 124™ Ave. SE Improvements
PW-R~116 Factoria Blvd. Improvements

The maximum amount the District shall be responsible for relocation costs
for these two projects shall be $120,000.

B. During the Interim Period, the District shall, at its own expense, continue
to own, maintain, improve and operate the water and sewer
infrastructure within the District, including the Assumption Area, in
accordance with industry standards. During the Interim Period, the



District shall provide comparable levels of service throughout the entire
District service area, including the Assumption Area.

Recognizing the value of formalized ongoing communication between the
Parties during the Interim Period, the Parties shall schedule quarterly or
more frequent, if needed, meetings to discuss ongoing and new transition
issues. All such issues shall be resolved no later than the Assumption Date.

V. BOUNDARY AND SERVICE AREAS

A.

On the Assumption Date, Bellevue shall become the water and sewer
service provider for all customers and areas lying within the Assumption
Area. After the Assumption Date, irrespective of the source of water
provided to Bellevue customers, Bellevue shall bill Bellevue customers for
the water and/or sewer service and shall be the point of contact for
Bellevue customers with respect to said service.

After the Assumption Date, the District shall remain the water and sewer
service provider for all of its customers and areas outside of the
Assumption Area. After the Assumption Date, irrespective of the source
of water provided to District customers, the District shall bill District
customers for the water and/or sewer service and shall be the point of
contact for District customers with respect to said service.

Exhibit A shows the boundaries and service areas for the District and
Bellevue after the Assumption Date. Exhibit B provides the legal
description of the common service area boundary between the District
and Bellevue after the Assumption Date.

VI.  ALLOCATION OF ASSETS

A.

Physical Assets

On the Assumption Date, the Physical Assets of the District, with those
exceptions identified in this Agreement, shall be allocated (split) along the
boundary between Bellevue and the District, with Bellevue assuming
ownership of the Physical Assets located within the Assumption Area and
the District continuing to own its Physical Assets outside the Assumption
Area; provided, however, that the District shall continue to own, operate,
and maintain the Coal Creek Parkway Facilities, and any Master Meters to
be installed as part of this Agreement within the Assumption Area.

If the District engages in any construction, maintenance, or other activities
in Bellevue affecting the Coal Creek Parkway Facilities or Master Meters
after the Assumption Date and while it still owns these facilities, the
District shall obtain all necessary permits from Bellevue and pay those fees
to Bellevue that any other public utility would be required to pay in



connection with such construction, maintenance, or other activities;
provided, however, that the District shall not be required to obtain a
franchise from Bellevue for the Coal Creek Parkway Facilities or Master
Meters. In addition, the District shall pay for relocation expenses for the
Coal Creek Parkway Facilities in accordance with Bellevue City Code
Section 14.30.185; with the exception that for the period from the date of
the Assumption through December 31, 2009 should the City require the
District to relocate these facilities pursuant to BCC 14.30.185, the City shall
reimburse the District for all reasonable costs it incurred to relocate the
faciliies including but not limited to costs of design, engineering,
installation, construction management and restoration. Bellevue shall
make payment to the District of these costs within ninety (90) days of
receipt of the District’s invoice. If at any time the District is required to
relocate the Coal Creek Parkway Facilities, it shall do so within 365 days
of City's written notice to the District to do so. Should the City's project
requiring the relocation of CCUD facilities be delayed due to the failure to
relocate during the 365 day window, CCUD will be responsible for any
costs, penalties or damages resulting from said project delay. Provided
further, however, that Bellevue Code Section 14.30.185C or its successor
shall not apply until after such time as the District has paid relocation
expenses as required under BCC 14.30.185.

The District shall indemnify, defend, and hold harmless Bellevue and its
officials, officers, employees, agents, and representatives, when acting
within such designated capacity, from all claims, losses, suits, actions, legal
or administrative proceedings, costs, attorneys' fees, litigation costs,
expenses, damages, penalties, fines, judgments, or decrees by reason of
any death, injury, or disability to or of any person or party, including
employees, and/or damage to any property or business, including loss of
use caused by any negligent act, error, or omission of the District or its
officials, officers, employees, agents, representatives, contractors, or
subcontractors, when acting within such designated capacity, arising out
of any construction, maintenance, or other activities undertaken by the
District or its agents on the Coal Creek Parkway Facilities or Master
Meters located in the Assumption Area. This indemnification provision
applies only to the Coal Creek Parkway Facilities and/or any Master
Meters and only to the extent that the claim or cause of action giving rise
to the indemnification obligation occurs or arose while the District owned
these facilities.

Service Lateral Ownership and Responsibility

In the Direct Read Meter Areas certain customers in one Party’s service
area will receive water service from water mains owned by the other
Party. In these situations the Party whose customer is receiving water
service shall own, operate, and maintain the customer meter, setter, meter
box, and service line up to and including the saddle or tap on the water
main. The side sewers of certain customers in one Party’s service area will
connect directly to a sewer main owned by the other Party. In these
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situations the Party who serves these customers shall be responsible for
the operation, ownership, and maintenance of the side sewer {or service
lateral) within a right-of-way or easement up to and including the tee or
saddle at the sewer main.

If emergency conditions arise in locations where one Party owns the
water or sewer main and the other Party owns the appurtenant service
lines, side sewers or laterals, the Party that owns the water or sewer
mains shall have the responsibility for responding to and alleviating the
emergency condition. If the responding Party finds there is reason to
believe that the emergency condition may have been caused by the
service lines, side sewers, or laterals the other Party shall be notified as
soon as practicable.

Other Assets

The District shall continue to own its equipment, tools, materials, cash,
investments, receivables and reserves, except as otherwise provided in
this Agreement.

Assessments

Unpaid ULID 7-S assessments after the Assumption Date shall continue to
be collected by King County. After the Assumption Date, the District shall
annually pay Bellevue one-half of the ULID 7-5 assessment revenue
collected.

Contracts and Agreements

Any maintenance bonds, latecomers agreements, or CIP consultant
design agreements for properties or facilities within the Assumption Area
shall be assigned to Bellevue on the Assumption Date.

Developer Project Disposition within the Agsumption Area

1. The District shall complete all review, inspection and administration
of any Developer Project initiated within the Assumption Area
prior to the Assumption Date. Prior to acceptance of these projects
by the District, bills of sale, easements, maintenance bonds, and
final engineering estimates of construction costs shall be obtained
by the District naming Bellevue as owner/grantee and/or
beneficiary. :

2. The following documents shall be delivered to Bellevue as soon as
possible after Developer Project acceptance by the District.

o Copy of District Board Minutes accepting the developer

extension
o Bills of Sale

10



Maintenance Bonds

As-builts

Final Engineering estimate of Construction Cost
Developer Extension Agreement

Recorded Easements

Applicable Latecomer Agreements

e & o o & @

3. Any accounts receivable due the District from the
owner/developer of any Developer Project initiated by the District
shall remain the receivable of the District.

Adjacent Water and Sewer Facilities

Both the District and Bellevue shall have the right to access manholes
owned by the other Party for the purpose of inspecting and evaluating
facilities that it owns. Similarly, adjacent water valves may be accessed.
Each Party shall provide the other upon request copies of its adjacent as-
built system and other maps. The Parties shall notify each other prior to
accessing these manholes or water valves except in emergency situations.

VIL.  ALLOCATION OF LIABILITIES

A,

1994, 1998 (ULID 7-S), and 1999 Revenue Bond Issues

The District’s total outstanding revenue bond principal and interest
obligations for the 1994, 1998 (ULID 7-S), and 1999 Revenue Bond Issues
shall be divided between the Parties on the Assumption Date. On or
before the Assumption Date, Bellevue shall pay the District an estimated
amount sufficient to retire Bellevue’s share of the District's then
outstanding revenue bonds. This estimated amount shall be equal to the
percentage of District annual gross revenue on December 31, 2002 that is
represented by District customers within the Assumption Area. The
amount paid by Bellevue shall later be revised upward or downward no
later than December 31, 2004, based upon a reconciliation using the
District’s 2003 audited financial statements. In calculating Bellevue’s share,
Bellevue shall receive credit for the concurrent reduction in the District's
revenue bond reserve requirements as a reduction of the net amount to
be paid by Bellevue to the District to retire its calculated share of the
outstanding District bonds as of the Assumption Date. The District’s
revenue bond reserves, unspent bond proceeds, and unspent assessments
collected as of the Assumption Date shall together be taken into account
when calculating the final amount or percentage of the District’s bonded
indebtedness to be paid by Bellevue so that Bellevue does not, in effect,
pay a share of the bonded indebtedness twice. Any allocation of the
District’s bonded indebtedness shall be subject to bond counsel and
underwriter approval.
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ULID7-S

King County shall continue to be the collection agency for the ULID 7-5
payments and shall be the responsible agency for any required ULID
foreclosure proceedings.

District Loan to ULID 7-§

On the Assumption Date, Bellevue shall pay one-half of that portion of the
District’'s loan of $125,873 to ULID 7-S that is still outstanding on the
Assumption Date. Bellevue may recover any such payments from future
charges to properties in Bellevue that develop to higher densities than
anticipated in ULID assessment rolls.

Special Connection Charge

After the Assumption Date, Bellevue shall collect from property owners
within the Assumption Area subject to District Resolution No. 1193 at the
time of the property owner’s sewer connection any unpaid special
connection charges for the Lake Washington Boulevard Sewer Extension
as of the Assumption Date. Bellevue shall pay over these special
connection charges to the District within forty-five (45) days of receipt.

Unsewered Area Lying Within the Assumption Area

After the Assumption Date, the District shall allow any unsewered
properties within the Assumption Area to connect to District-owned
facilities, provided that the owners of the connecting properties shall pay
the District’s then current General Facilities Charge and any special
connection charges owed under applicable District resolutions. Bellevue
shall collect such charges and pay them over to the District within forty-
five (45) days of receipt.

Public Works Trust Fund Loans

On the Assumption Date, Bellevue shall pay the District twenty-eight
point three percent (28.3%) of the District Public Works Trust Fund
principal and interest loan balances outstanding on August 1, 2001. The
loan balances shall only reflect loan proceeds that were received by the
District as of August 1, 2001.

Accounts Payable

Except as otherwise provided in this Agreement, all accounts payable on
the Assumption Date shall remain the full responsibility of the District.
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Accrued Employee Benefits

Except as otherwise provided in this Agreement, the District shall be
responsible for all liabilities for accrued employee benefits for former and
current District employees as of the Assumption Date.

VIIL.  CAPITAL IMPROVEMENT PROJECTS

A,

IX.

CIP Projects Initiated after January 1, 2003

The District shall provide Bellevue an opportunity to review and comment
on all CIP projects in the Assumption Area initiated after January 1, 2003
that are not yet under construction.

CIP Projects in Design on the Assumption Date

All CIP projects in the Assumption Area where the design has not been
completed on the Assumption Date shall be transferred to Bellevue for
completion within a time frame as determined by the process identified in
section IV C. The District shall provide copies of all contracts, plans and
other related documents to Bellevue pursuant to Section XXI of this
Agreement.

CIP Projects under Construction on the Assumption Date

CIP projects in the Assumption Area under construction on the
Assumption Date shall be completed by the District. Bellevue shall be
provided with an opportunity to attend inspections where punch list work
items and final acceptance are developed. The District shall provide copies
of all contracts, plans and other related documents to Bellevue pursuant to
Section XXI of this Agreement.

GENERAL WATER SYSTEM OPERATION DESCRIPTION

The Parties agree to coordinate water quality testing, monitoring, and compliance
programs as necessary to meet state and federal water quality requirements. Bellevue
and District shall give each other reasonable notice and coordinate operations of their
respective facilities when the operations of one Party may impact operations of the
other Party’s facilities. The operation of the Assumption Area water system after the
Assumption Date shall be divided into the following three areas:

A.

Factoria Service Area — The Factoria Area is essentially a stand-alone
system. After the Assumption Date, Bellevue shall operate this portion of
the water system without District input.
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170 Zone Service Area — The area between 1-405 and Lake Washington is
generally known as the District’s 170 service area. After the Assumption
Date, water will continue to be provided to this area by both the District
and Bellevue. Accordingly, pressure reducing station settings shall be
adjusted from time to time as necessary to maintain water quality
throughout the system. The District and Bellevue agree to coordinate with
each other with regard to any such changes in the system operation that
may be required.

Newport Hills Service Area — Except as provided in this Agreement, after
the Assumption Date the District shall continue to supply water to the
Assumption Area of Newport Hills through the Water Joint Serving
Facilities and shall operate the Water Joint Serving Facilities without
Bellevue’s input.

X. WATER JOINT SERVING FACILITIES

A

Water Joint Serving Facilities are listed in Table 1 and shown on Exhibit C.
Before and after the Assumption date, the District shall own and be
responsible for the maintenance and operation of the following Water
Joint Serving Facilities.

TABLE1
WATER JOINT SERVING FACILITIES

Serving Facilities District’s Bellevue’s
Listed by Item Proportionate Share Proportiqnate Share

of Capacity of Capacity
No. 1: 6” Asbestos Cement 60.00% 40.00%
No. 2: 8” Asbestos Cement 60.00% 40.00%
No. 3: 8” Cast Iron 60.00% 40.00%
No. 4: 8” Ductile Iron 60.00% 40.00%
No. 5: 12”7 Asbestos Cement 50.00% 50.00%
No. 6: 12” Cast Iron 50.00% 50.00%
No. 7: 12”7 Ductile Iron 60.00% 40.00%
No. 8: 16” Asbestos Cement 50.00% 50.00%
No. 9: 16" Ductile Iron 50.00% 50.00%
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No. 10: 18” Ductile Iron 67.00% 33.00%
No. 11: 440 Reservoir (5.0 MG) 67.00% 33.00%
No. 12: 580 Reservoir (1.0 MG) 60.00% 40.00%
No. 13: 580 Reservoir (2.5 MG) 60.00% 40.00%
No. 14: 440/580 Booster Station 67.00% 33.00%
No. 15: Metering Point 5 Booster 67.00% 33.00%
Station

No. 16: Hazelwood Pump Station (1) 100.00% 0.00%
No. 17: Master Meters 0.00% 100%

Note (1): The Hazelwood Pump Station is currently used as a backup facility. It is
assumed that after the Assumption Date this facility shall continue to be used as a
backup facility for the remaining portion of the District not assumed by Bellevue.

B.

The District agrees to provide use and capacity of the Water Joint Serving
Facilities shown in Table 1 to Bellevue until December 31, 2028. The Parties
may agree to extend the use of some or all of Water Joint Serving

Facilities by mutual agreement in writing. If Bellevue and the District do -

not mutually agree to continue joint use of all or part of the Water Joint
Serving Facilities beyond that date, Bellevue shall have up to December
31, 2033 to terminate its use of such Water Joint Serving PFacilities. If
Bellevue elects to continue use of the Water Joint Serving Facilities beyond
December 31, 2028, Bellevue shall continue to pay for its fair share of
wheeling charges required by this Agreement so long as it continues such
use. Bellevue shall give the District at least six (6) months notice of its
intent to terminate such use if such use continues beyond December 31,
2028.

The District shall wheel water delivered from a regional water provider to
Bellevue through the Water Joint Serving Facilities in an amount up to and
including the proportionate share of capacity assigned to Bellevue for
Water Joint Serving Facilities identified in Table 1.

There are additional minor water joint serving facilities not listed in Table
1. On the Assumption Date, Bellevue and the District shall separately own
and thereafter be responsible for maintaining these minor water joint
serving facilities located within their respective boundaries. Bellevue and
the District shall give each other reasonable notice and coordinate
operations of their respective facilities when the operations of one Party
may impact operations of the other Party’s facilities.
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As of the date of this Agreement, the number of water joint serving
facilities in Bellevue, except for Master Meters and Coal Creek Parkway
Facilities, shown on attached Exhibit D are minimal and the cost for their
operation, maintenance, replacement, and repair are considered
incidental. So long as the number of such facilities remain minimal and the
costs nominal, Bellevue shall not charge the District a wheeling charge. If
in the future a wheeling charge is applied it shall be based upon the same
methodology as provided for in Section XI. The cost for water supplies
delivered to District customers through Bellevue facilities shall be
accounted for as provided in Section XIV.

For those areas that utilize the Water Joint Serving Facilities, Bellevue shall
not change the operation of its water system within the Assumption Area
without approval by the District. Such approval shall not be unreasonably
withheld. Bellevue shall have the option to terminate its use of Water Joint
Serving Facilities at any time after the Assumption date subject to its
obligations to pay as set forth in Sections XI and XII of this Agreement,
after which time Bellevue shall have no obligations to inform or receive
approvals from the District for operating Bellevue's water system. If
Bellevue's operation of Seattle Inlet Metering Facility Number 6, located at
SE 56th and 128th Avenue, results in the District incurring a demand
meteting charge, Bellevue shall be responsible for this charge.

XI.  PAYMENT OF WHEELING CHARGE

A.

Methodology for computation

Bellevue shall compensate the District for a proportionate share of costs
incurred by the District for the operation and maintenance of Water Joint
Serving Facilities through the payment of a wheeling charge determined
using the methodology set forth in this Section. The wheeling charge shall
commence on the Assumption Date and end on December 31, 2028, unless
Bellevue continues to use the Water Joint Sexrving Facilities after that date
in accordance with this Agreement, or the Agreement is terminated by
operation of law or by mutual agreement of the parties prior to
December 31, 2028. The annual wheeling charge shall be paid by Bellevue
to the District in equal monthly installments. The wheeling charge shall be
calculated for the year 2004 based upon 2002 District fiscal year-end
financial statements. The wheeling charge will be reevaluated in 2005 for
the 2006 wheeling charge and every five years thereafter based upon the
then most current District fiscal year-end financial statement. In
intervening years the wheeling charge shall be annually adjusted for
inflation by taking the difference between the latest June Seattle-Tacoma-
Bremerton Area Index measurement CPI-U and the immediately
preceding June Seattle-Tacoma-Bremerton Area Index measurement CPI-
U. Bellevue shall be responsible for costs associated with retaining
financial consultants mutually acceptable to both Parties who will conduct
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the financial analysis necessary to determine the wheeling charge for the
year. The wheeling charge shall be based upon Bellevue’s proportionate
share of direct and customer related general and administrative costs
incurred by the District for operating and maintaining Water Joint Serving
Facilities using the methodology shown in Exhibit H. Bellevue’s
proportionate share of direct costs shall be determined by using Bellevue’s
share of capacity as shown in Table 1 whether or not Bellevue’s full
capacity in the Water Joint Serving Facilities is utilized. Direct costs for the
maintenance and operations of Water Joint Serving Facilities shall be
based upon a prorated share of District cost pools for all like facilities
located within the District. In determining wheeling charges direct costs
shall be increased by a factor to reflect District general and administrative
{(G&A) overhead expenses. The G&A factor will be calculated as of the
Assumption Date and again when determining the 2006 wheeling charge.
The G&A factor determined in 2005 for 2006 shall be used in all
subsequent years. However, in subsequent five-year reevaluations either
Party may elect to have the G&A factor recalculated. The Party electing to
reevaluate the G&A factor shall be responsible for the additional costs to
conduct the evaluation. Exhibit H provides additional background and
information for ascertaining costs attributable to Water Joint Serving
Facilities to be used in determining wheeling charges.

Special Assessments for Emergency Items

Special assessments may be made for emergency maintenance and
emergency repair activities of the Water Joint Serving Facilities. For
purposes of this section “emergency” means unforeseen circumstances
beyond the control of the District that either: (a) present a real, immediate
threat to the proper performance of essential functions; or (b) will likely
result in material loss or damage to property, bodily injury, or loss of life
if immediate action is not taken. Each Party shall be assessed and pay such
special assessment based on its respective allocation of capacity set forth in
Table 1 in the Water Joint Serving Facility.

Special Assessments for Major Maintenance

The following activities performed on Water Joint Serving Facilities shall
be considered major maintenance activities: tank painting, pump and
motor replacement, electrical equipment upgrades/replacement,
telemetry upgrades, and altitude valve upgrades/replacement. Bellevue
shall reimburse the District for the reasonable cost of such major
maintenance items based on its respective allocation of capacity set forth
in Table 1 in the Water Joint Serving Facility. This compensation shall be
paid by Bellevue during the time period beginning on August 1, 2001 and
ending on December 31, 2028, unless Bellevue continues to use the Water
Joint Serving Facilities after that date in accordance with this Agreement.
The District shall plan and schedule major maintenance items so as to give
Bellevue one year’s notice prior to commencement of work; provided,
however, the District shall give two year’s notice to Bellevue for any
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projected project cost of $50,000 or more. Once completed the District
shall invoice Bellevue for the Bellevue’s share of costs for major
maintenance activities and Bellevue shall make payment to the District
within forty-five (45) days of receipt of the District’s invoice.

Exemptions from the Water Joint Serving Facility O&M Cost Pool and
Capital Cost Utility Plant Rate Base

When calculating wheeling or capital charges for Water Joint Serving
Facilities, the District shall exclude all costs for performing major
maintenance, emergency maintenance, emergency repair, and all other
costs of activities for which Bellevue directly reimburses the District
Bellevue’s share. The District shall maintain records that separately
account for all such costs identified in this Section.

Addition of State excise or other taxes to Bellevue payments to the District

Should the District be responsible for paying State excise taxes or future
utility taxes on revenues received from Bellevue, payments for Water
Joint Serving Facility wheeling charges, or capital cost reimbursements,
Bellevue’s payments to the District shall be increased to include the taxes
payable by the District. Such tax payments shall be deducted from any
cost pools used to calculate Bellevue’s share of wheeling charges.

XII. CAPITAL COST REIMBURSEMENT FOR THE REPLACEMENT OF EXISTING

WATER JOINT SERVING FACILITIES

A.

After the Assumption Date Bellevue shall annually compensate the District
for a share of the costs for replacing Water Joint Serving Facilities in
accordance with the provisions of this Section. This compensation shall be
paid by Bellevue during the time period beginning on the Assumption
Date and ending on December 31, 2028, unless Bellevue continues to use
the Water Joint Serving Facilities after that date in accordance with this
Agreement. Cost recovery shall include two elements: 1) an annual
depreciation expense, and 2) an annual rate of return on the Utility Plant
Rate Base.

As of the Assumption Date Bellevue shall be considered to have fully

compensated the District for its share of all Water Joint Serving Facilities -

constructed prior to the date of this Agreement. As such no capital cost
recovery for use of these facilities shall be paid by Bellevue to the District.

After the date of this Agreement costs for projects to replace any Water
Joint Serving Facility shall be determined by the District. Such costs shall
include all expenses for designing, bidding, constructing, and inspecting
the project. Bellevue shall have the opportunity to review and comment
on any proposed project to replace any Water Joint Serving Facility.
Bellevue shall be given the opportunity to review and comment on the

18



H.

project scope and design. When each project is completed the cost for the
project facility multiplied by Bellevue’s proportionate share of capacity for
the facility as delineated in Table 1 shall be added to a Utility Plant Rate
Base. Costs for projects for which Bellevue pays a fair share of a special
assessment for emergency maintenance, emergency repairs, or for major
maintenance in accordance with this Agreement shall not be added to the
Utility Plant Rate Base.

A weighted average cost of capital will be computed for each project
based upon the return on investment from District cash contributions, and
the cost of each form of debt used to finance the project. Costs for any
contributions made by developers, grants, or other contributions-in-aid-of
construction (CIAC) shall be considered to have a 0% cost of capital. As
additional projects are completed the applied rate of return shall be
revised to reflect the weighted average cost of capital for the project
combined with the existing costs of capital for all projects previously
added to the Utility Plant Rate Base. The return on investment for District
cash contributions shall be based upon the most current fiscal year-end
State Investment Pool performance. A risk premium of 75 basis points
(0.75%) will be added to the most current calculation of the weighted
average cost of capital for all projects to establish the allowed rate of
return (ROR) on Utility Plant Rate Base.

An annual depreciation expense shall be calculated using a straight-line
method for the assigned useful life of the facility with no salvage value for
each project in the Utility Plant Rate Base. The cost basis for the
depreciation expense shall be based upon the original cost for each project
less any project costs attributable to any CIAC sources all multiplied by
Bellevue’s proportionate share of capacity for each facility as delineated in
Table 1.

For the purposes of this Agreement the assigned useful lives of new
Water Joint Serving Facilities shall be:

Water Mains 75 years
Reservoirs 100 years
Boosters and Pump Stations 35 years
Master Meters 35 years

Bellevue’s total annual depreciation expense shall be the total of the
annual depreciation expense for all projects in the Utility Plant Rate Base.

The total Water Joint Serving Facilities Utility Plant Rate Base at any given
time shall be the original costs for all projects added to the Utility Plant
Rate Base less the accumulated depreciation for all projects in the Utility
Plant Rate Base and less any portion of such rate base classified as CIAC.
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The total annual rate of return on the Utility Plant Rate Base shall be
determined by multiplying the year-end total Utility Plant Rate Base times
the allowed ROR.

Bellevue’s total annual compensation to the District for capital cost
reimbursements shall be determined by adding the total annual
depreciation expense to the annual ROR on the Utility Plant Rate Base.
This annual compensation shall be paid by Bellevue to the District in
twelve equal monthly installments.

Prior to the Assumption Date Bellevue shall not be responsible for any
compensation to the District for capital cost reimbursement, except as
provided for in Section XI (B) and (C) and Section XIII (D).

The District will have no restrictions on how it uses Bellevue capital cost
reimbursements.

All updates of the Utility Plant Rate Base and weighted average cost of
capital shall be based on fiscal year ending financial subsidiary ledgers that
record the capital costs, depreciation accounts, source of financing and
amount of debt, and cost of capital for Water Joint Serving Facilities. These
costs shall be reconcilable to District fiscal year-end financial statements.

A theoretical example of how the capital cost reimbursement
methodology would apply in this Agreement is described in Exhibit L.

X, WATER MASTER AND DIRECT READ METERS

A

Master Meter Service Area

Water flowing through the Water Joint Serving Facilities to Bellevue shall
be measured by strategically placed Master Meters. These Master Meters
shall be capable of measuring water flowing in both directions. The
location and general description of each Master Meter site is shown on
Exhibit E and the attached Water Master Meter Areas Schedule. Also
shown on Exhibit E and its attachment are descriptions of other system
improvements that are required as part of this Agreement. Master Meters
are Water Joint Serving Facilities.

Master Meter Installation

The District shall engineer, specify, design, bid, construct, and install the
Master Meters at Bellevue expense, subject to review and approval by
Bellevue, which approval shall not be unreasonably withheld. Master
Meters shall be designed, constructed, and operated in accordance with
best industry practices and only to the extent and cost necessary to serve
the purposes set forth in this Agreement. Construction of the Master
Meters shall be completed no later than September 30, 2003.
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Master Meter Ownership, Operation and Maintenance

Master Meters shall be owned, operated, and maintained by the District.

Payment for Master Meters

Bellevue shall pay costs for specifications, bidding, engineering, designing,
constructing, and inspecting the Master Meters. The District shall invoice
Bellevue for such costs on a regular basis, but no more frequently than
monthly. Bellevue shall make full payment within 45 days of receipt of the
District’s actual invoice.

Master Meter Dispute Resolution

In the event a Master Meter fails to register any water service or does not
register water service within the manufacturer’s normal folerances, the
parties shall agree upon the length of meter malfunction. An appropriate
adjustment shall then be made on the next monthly invoice based upon
the estimated quantity of service delivered during such period of meter
malfunction using the historical consumption for the malfunctioning
meter during the preceding twelve (12} month period as the basis for
estimating the quantity of service delivered.

XIV.  WATER SUPPLY RESPONSIBILITY AND REPORTING

A.

Water Supply

Each Party is responsible for acquiring and paying for the cost of water
supplies to meet the needs of their own customers. At the time of the
execution of this agreement both Parties purchase water supplies from the
City of Seattle under separate contracts. Each Party reserves the right to
change such wholesale water purchase arrangements.

Regional Water Delivery

1. Regional water providers will deliver water supplies to the District
and Bellevue from a regional transmission system at points
regulated by Inlet Meters.

2. The volume of water delivered through Inlet Meters shall be
measured by the City of Seattle or its assignee.

3. The District and Bellevue shall be individually responsible for the

purchase of all water delivered through an Inlet Meter used
exclusively to serve the customers of only the District or Bellevue.
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4.

The responsibility for the purchase of water jointly delivered to
both the District and Bellevue through an Inlet Meter shall be
determined by the methodology provided for in Section XIV E.

C.  Master Meter Reading

1.

The District shall be responsible for reading the Master Meters on
the same frequency and as close as possible to the time that the
City of Seattle reads Inlet Meters.

For the Reporting Period, Bellevue shall be assigned the volume of
water delivered by Master Meters through the following
procedure: The District shall record the differences in the meter
readings for each Master Meter during the Reporting Period,
adding the volume from those Master Meters where there is a net
flow from the District to Bellevue, and subtracting the volume from
those Master Meters where there is a net flow from Bellevue to the
District. This sum shall then be multiplied by 1.024 to account for
supply-side losses.

D. Direct Read Meter Areas

1.

The District and Bellevue shall be responsible for reading Direct
Read Meters within their own sexvice areas.

Each calendar year the water use from all Direct Read Meters
within the District and Bellevue shall be totaled for the previous
year. The net volume of water to be assigned to Bellevue from the
Direct Read Meter Areas shall be the difference between the total
water volume from the Direct Read Meters within Bellevue and the
total water volume from the Direct Read Meters within the District
the result of which shall be multiplied by 1.024 to account for
supply-side losses. An additional 480 hundred cubic feet (ccf) yearly
allowance shall be added to this net volume to reflect the net yearly
unaccounted-for-water use by Bellevue. Through a procedure
agreed to by both Parties, this total shall be adjusted by estimated
volumes resulting from line failures or fire fighting.

The total water volume from the Direct Read Meter Area serving
Bellevue shall be used in the following year for calculating water
purchases from regional water providers. The total water volume
for the calendar year calculated in the previous section will be
prorated for each Reporting Period based upon historical yearly
use patterns agreed to by the District and Bellevue.

Bellevue shall not allow any hydrant meter sales from hydrants
located within the Direct Read Meter Areas.
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E.

Total Water Use

1.

The total water volume assigned to Bellevue from Inlet Meters
jointly serving the District and Bellevue shall be determined for
each Reporting Period by adding the total net volume assigned to
Bellevue from the Master Meters and the prorated volume
assigned to Bellevue from the Direct Read Meter Area.

The total water volume to be assigned to the District from Inlet
Meters jointly serving the District and Bellevue shall be the
difference between the total amount of volume from Inlet Meters
for the Reporting Period minus that water volume assigned to
Bellevue for the same Reporting Period.

The District shall be responsible for reporting the water volumes
assigned to Bellevue and to the District for the Reporting Period to
regional water providers in a timely manner. At the same time the
District will provide this information to Bellevue. Each Party is
responsible for its own payment to its regional water provider for
its assigned water volume.

In the future should an adjustment to volumes from Inlet Meters
jointly serving the District and Bellevue be made by Seattle or the
responsible regional water provider, the adjusted volume and
responsibility for any payments or credits shall be assigned to the
District.

“OLD. WATER” ALLOWANCE IN 1982 SEATILE WATER PURVEYOR
CONTRACT

The rights of both Parties under the 1982 Seattle Water Purveyor Contract include
provisions for an “Old Water Allowance” that is used in determining the charges for
purchased water. To the extent that there is any current or future benefit from “old
water”, one half (50.0%) of the District’s “Old Water Allowance” shall be allocated to
Bellevue as delineated in Table 2.

TABLE 2
“OLD WATER” ALLOCATION

Month District Old Amount to be

Water Allocated

Allowance To Bellevue

(ccf) {ccf)
January 42,155 21,078
February 44,162 22,088
March 51,429 25,714
April 40,248 20,124
May 42,054 21,027
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XVIL. TELEMETRY

Bellevue shall provide its own telemetry at its own cost for the water and sewer
facilities within the Assumption Area. After January 1, 2003 the District shall allow
Bellevue reasonable access to the District’s sewer and water facilities in order to permit
Bellevie to design and construct new Bellevue telemetry facilities. After Bellevue's new
telemetry is in operation, which shall occur before the Assumption Date, the District
may remove, at its own cost, its old telemetry currently located within the Assumption
Area. The District shall notify Bellevue no later than June 1, 2004, as to which telemetry
components it intends to remove and which will remain. The District shall remove
those telemetry components it elects to retain no later than August 1, 2004. Bellevue
shall thereafter own all other remaining telemetry components.

XVIII. EMPLOYEES

A.  Before the Assumption Date, the District shall not exceed its current
number of employees (as measured by their full time equivalents) or, if
additional hires are required, Bellevue shall have no obligation to offer to
employ such new employees as of the Assumption Date. The District may
refill vacant positions to maintain its August 1, 2001 level of employment.

B. By June 30, 2003, the District shall determine what positions, if any, it shall
no longer need as of the Assumption Date and shall provide Bellevue with
a list of those positions, associated job duties, and incumbent names.
Bellevue shall offer to employ the incumbent(s) if any. Employees hired
by Bellevue shall have the option of retaining or cashing in all or part of
their accrued sick leave in accordance with the District’s policies. Any sick
leave so cashed in shall be deducted from the employee’s accrued sick
leave at the time that employee is hired by Bellevue. After this deduction,
the employee shall otherwise retain all sick leave standing to the
employee’s credit in the District’s plan. Employees hired by Bellevue shall
be entitled to vacation as provided in RCW 35.13A.090. Employees hired
by Bellevue shall otherwise receive credit for their years of service with
the District in determining vacation accrual, sick leave benefits, service
awards and layoffs, provided that such benefits for those employees who
shall be subject to contracts with Bellevue’s labor unions shall be
contingent upon union approval. Such employees hired by Bellevue shall
also retain their retirement benefits as provided under thée statewide
Public Employees Retirement System (PERS). To the extent permitted by
law and applicable Bellevue employee plan provisions, employees hired
by Bellevue may transfer personal retirement accounts to Bellevue
retirement plans. Bellevue shall incur no costs associated with the transfer
of personal retirement accounts. Except as provided in this Agreement,
any employees hired by Bellevue shall be treated as new employees
under applicable Bellevue policies and procedures and/or union contracts.
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June 64,898 32,449
July 72,616 36,308
August 110,805 55,403
September | 36,589 18,294
October 39,198 19,599
November | 42,783 21,392
December | 48,877 24 A38
Total 635,814 317,907

Note: ccf — hundreds of cubic feet

XVI. SEWER SERVICE AREAS

A

Exhibit No. G identifies a number of areas within Bellevue and the District
where sewer flows from one Party’s service area to the other’s service
area. Bach Party agrees to continue to accept current and future sewer
flows from the other Party for each of the identified areas at no cost to the
other Party based on sewage flows generated under existing land use
zoning,. If future land use zoning changes are proposed within Areas I, I,
and T on Exhibit G, and such zoning changes would result in increased
sewage flows, then the Party in whose service area the land use change is
being proposed must obtain written verification from the other Party that
either 1) there is enough sewerage capacity to handle the increased sewer
flow resulting from the proposed changed land use zoning, or 2) there
will be improvements constructed as necessary to handle the increased
flows. The Party where the increased sewer flows are generated shall be
responsible for all reasonable costs associated with any improvements
within the other Party’s service area needed to accommodate the higher
flows.

The Parties agree that upon the Assumption Date, the District shall
continue to have sole ownership and all operation and maintenance
responsibilities, including all associated costs, for the Coal Creek Parkway
Interceptor within Bellevue’s limits as shown on Exhibit B. The District
shall accept sewer flows from Bellevue to this line at no charge.

Each Party shall be fully responsible for all operation, maintenance, repair,
and replacement of their own sewer facilities. The actual ownership of
sewer facilities is shown on attached Exhibit J.

Each Party is responsible for its own contract with King County Metro for

sewage transmission, treatment and disposal, including reporting and
payments for their customers.
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XIX. COSTS TO IMPLEMENT ASSUMPTION

Except as otherwise provided in this Agreement, each Party agrees to bear solely its
respective costs of consultant, legal, and staff services incurred in connection with this
Agreement.

XX, CUSTOMER BILLING

The District shall read all meters in the Assumption Area and prepare a final billing
before the Assumption Date. The District shall be solely responsible for the collection of
these receivables.

After the Assumption Date, Bellevue shall be responsible for billing customers located
within the Assumption Area and the District shall be responsible for billing customers
within the District’s modified boundaries.

The District shall provide copies of customer records for customers in the Assumption
Area, including water meter readings for 2001, 2002 and through September 1, 2003, to
Bellevue by September 30, 2003. The balance of the billing records for the time period
September 2, 2003, through the Assumption Date shall be provided to Bellevue not later
than February 1, 2004. Bellevue shall promptly pay all reasonable costs for copying such
customer records.

XXI. RECORDS

The District shall retain the original records for all business matters relating to the
Assumption Area but shall make those records available to Bellevue for review and
copying, as needed. Bellevue shall promptly pay all reasonable costs for copying any
records it requests.

XXII. INDEMNITY AND INSURANCE
A. Additional Insured

If permitted by the terms of its insurance policies, the District agrees to
name Bellevue as an additional insured during the Interim Period for all
‘matters relating to the Assumption Area. If there are any additional
premiums payable as a result of naming Bellevue as an additional insured,
Bellevue shall pay any such additional premiums to the District within 45
days of the receipt of an invoice for such premiums.
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B. Third Party Insurance

The District shall require any contractors or subcontractors performing
work in the Assumption Area during the Interim Period to name Bellevue
as an additional instired for all matters relating to the Assumption Area.

C. Non-Waiver of Qther Rights or Remedies

Except as expressly provided by any indemnity provision in this
Agreement, nothing in this Agreement is intended to release, waive, or
otherwise modify or limit any party's right to assert any claim in law or
equity against the other party arising from any act, error, or omission of
that party or its officials, officers, employees, agents, representatives,
contractors, or subconiractors, when acting within such designated

capacity,

XXITT. DISPUTE RESOLUTION

Disputes between the Parties arising out of this Agreement or its on-going
implementation shall be identified in writing and submitted to the District Manager and
Bellevue’s Director of Utilities who shall undertake a joint resolution process.
Authorized, written agreement between the District Manager and Bellevue’s Director of
Utilities may be submitted to the District’s Board of Commissioners and Bellevue
.Council for consideration. Matters that are not resolved by the Manager and Director
may be submitted to mediation with the agreement of both Parties.

XXIV. NOTICE AND COMMUNICATIONS

Notice to the Parties shall be submitted to the following:

Director of Utilities District Manager

City of Bellevue Coal Creek Utility District
311 - 116" Avenue SE 6801 ~ 132" Place SE

P.Q). Box 90012 Newcastle, WA 98059

Bellevue, WA 98009-9012

XXV. REVIEW BY QTHER AGENCIES

This Agreement shall not be effective until reviewed and approved by the City of
Seattle, King County (Metro), and the Washington State Department of Health. Once
approved by these agencies the effective date of this Agreement shall be considered the -
date of execution by the last Party to sign. Should any agency decline to approve the
Agreement because it does not have the authority or responsibility to approve such
agreements (as opposed to declining to approve this Agreement because it is deficient
or unacceptable), such agency’s action in declining to review or approve the Agreement
shall be considered approval for the purposes of this paragraph. The failure of any
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agency to comment on this Agreement within 90 days of its submittal to that agency
shall constitute approval under this paragraph. If the Parties later receive adverse
comments from an agency, the parties shall work cooperatively to try to address and
meet the concerns of that agency.

XXVL EXECUTION OF DOCUMENTS

The Parties agree to execute promptly all documents necessary to implement the terms
of this Agreement or to effect its purposes.

CITY QF BELLEVUE COAL CREEK UTILITY DISTRICT

“District Manager
g
Date signed: May 25, 2002. . Date signed: \@"V ___‘E, 2002.

Approved as to form:

D viis
e

istrict’s Attorney
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EXHIBIT B

City of Bellevue-Coal Creek Utility District Common Service Boundary Line
Boundary Line Description

- Aline lying within Sections 20, 27, 28 and 29, Township 24 North, Range 5 East, W.M.,
-in King County, Washington, described as follows:

Beginning at the Northeast corner of the Northwest quarter of said Section 27; thence
Westerly along the North line thereof to the Northwest corner of said Northwest quarter;
thence Southerly along the West line thereof to the Fasterly margin of Coal Creek
Parkway S.E.; thence Southerly along said Easterly margin to the South line of the
North half of the Southeast quarter of the Northeast quarter of said Section 28; thence
Westerly along said South line to the Northerly margin of S.E. 69th Street; thence
Northwesterly and Westerly along said Northerly margin to the South line of the
Northwest quarter of the Northwest quarter of said Section 28; thence Westerly along
said South line to the East margin of 116th Avenue S.E.; thence Northerly along said
East margin to the Easterly extension of the North margin of S.E. 68th Street; thence
Westerly along said Easterly extension and North margin to the East margin of 112th
Avenue S.E.; thence Northerly along said East margin to the South line of the North
30.00 feet of the Northeast quarter of said Section 29; thence Westerly along said South
line to the Centerline of Right of Way, as shown on the S.R. 405(Primary State Highway
No. 1), Kennydale North, sheet 3A of 4, dated July 17, 1951; thence Northerly along
said centerline to the Easterly extension of the North line of Lot 35, Block A, C.D.
Hillman's Lake Washington Garden of Eden Addition to Seattle Division No. 3, as
recorded in Volume 11 of Plats, Page 81; thence Westerly along said Easterly extension
to the Northeast corner of said Lot 35; thence continuing Westerly along the North line
thereof and the Westerly extension of said North line to the Inner Harbor Line of the
East shoreline of Lake Washington, as shown on sheet 30 of the State of Washington
Commissioner of Public Lands, Maps of Lake Washington Shore Lands, filed in the
office of the Commissioner of Pubic Lands, September 19, 1921 and the Terminus of
said Line.

01182.DOC
MN/11-28-2001
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COAL CREEK UTILITY DISTRICT
& CITY OF BELLEVUE

WATER MASTER METER

DESCRIPTION

EXHIBIT
E



WATER MASTER METER AREAS
SCHEDULE

The following provides an itemized description of the reference numbers shown on Exhibit E -

Master Meter Areas

Reference #

Description of Item

#1

A two-directional Master Meter 6% inch in size located at or near the City of
Bellevue Corporate limits on Hazelwood Lane within the District’s 170 Zone
water system.

#2

A two-directional meter or a one (Bellevue-to-District) directional emergency
flow connect near the intersection of 112™ Ave SE and SE 64" St.

#3

A two-directional meter approximately 8-inch in size located on 114™ Avenue
SE near SE 68" St.

#4

A closed valve to be owned and maintained by Bellevue and only opened
under emergency situations. An existing valve on 116™ Ave SE near SE
68th/69th intersection shall be used for this purpose.

#5

A two-directional meter approximately 8 inch in size on 119" Ave SE just
north of SE 68" Place.

#6

A two-directional meter approximately 8 inch in size on 123" Ave SE just
north of SE 69" Street.

#7

A two-directional meter approximately 8 inch in size to be located on SE 72™
St at 125" Ave SE.

#8

Close and abandon a 10-inch cast iron/12-inch A.C. main on SE 69" St. and
extending north to 128" P1. SE. Relocate existing services and fire hydrant as
required.

#9

A two-directional meter approximately 8 inch in size at the
Bellevue/Newcastle Corporate limits and the extension of 128" P1 SE.

#10

Two 1-inch, one-directional service meéters (one recording flow in each
direction). This two-way connection is for the purpose of eliminating a dead
end main. A main line 8-inch valve will be cut in at this location to isolate the
Bellevue/District system. At such time as the District’s main on Coal Creek
Parkway is extended and looped to other District facilities, this meter cluster
may be abandoned.

PAPS9B0029\Dock 120301 MLP Meter Area Sched.wpd




#11

An emergency Inlet Meter located at approximately SE 56™ St and the East
Side Supply Line (ESSL approximately 128" Ave SE). This connection will
be designed as a pressure sustaining valve and will only open or pass water
from the ESSL under emergency or fire flow conditions. This Inlet Meter shall
be telemetered and the following shall be provided to the District so the
District can monitor the use of this Inlet:

. Notice/alarm any time the inlet is used
. Pressure/head at this location
. Flow monitoring of the meter at this location

#12

Upsize an existing 6-inch main to 12-inch main approximately 200+ feet in
length on SE 60" St between 125™ Ave SE and 126™ Ave SE. Note this
replacement to be accomplished by Bellevue and Bellevue agrees to have the
improvement completed by 7/01/2004.

#13

Three (3) valves on SE 69" St to be left normally open, shall be owned and
maintained by Bellevue. The water main extending north of these valves is
also owned and maintained by Bellevue.

PAPOROIO2ADoc 120301 MLP Meter Area Sched.wpd
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EXHIBIT H

H.1. Methodology to Determine the Operation and Maintenance (O&M)
Component of the Wheeling Charge for Joint Serving Facilities

Information Required:

1. Financial Statement Worksheet
2. Facilities Inventory
3. Appendix B of the Water and Sewer Rate Study dated 6 June 2001

Assumptions:

1. Until the Financial Statement Worksheet for 2004 is available (approximately May 2004), the
O&M component will be determined by using the financial and facilities data for the District
prior to assumgption by Bellevue. After the Financial Statement Worksheet for 2004 is
available, the O&M component will be determined by using the financial and faciiities data
for the District after the assumption. The example provided in Exhibit D.2 is based on
financial and facilities data for 2000 (i.e., prior o assumption by Bellevue).

Number and size of master meters.

The quantity of water pumped by the District for use by Bellevue is 42 percent of the total
water pumped by the District

L

Step 1. _Allocate O&M Costs to Utility Activities

Prior to the availability of the Financial Statement Worksheet for 2004, the allocation of O&M
costs shown in the general ledger accounts (Financial Statement Worksheet) to the water and
sewer utilities is based on Appendix B of the Water and Sewer Rate Study dated 6 June 2001.
After the availability of the Financial Statement Worksheet for 2004, the allocation factors must
be adjusted to reflect the assumption by Bellevue. O&M costs for the stormwater utility are
entirely included in general ledger accounts 510-000 and §15-000.

Step 2. Allocate Water Utility O&M and Customer-Related G&A Costs into Functional
Categories

The functional categories and the general ledger accounts applicable to each category are
shown in Table H.1-1. The O&M cost of telemetry is allocated based on a 50 percent allocation
each to the water and sewer utility and the number of telemetered points in each functional
category of the water utility. Please note that the functional category for hydrants and the
general ledger account for water purchases will not be applicable for allocation to Bellevue after
the assumption and the other functional categories must be adjusted to reflect the facilities
assumed by Bellevue.

Step 3. Allocate the O&M and Customer-Related G&A Cosis of the Functional Categories of
the Water Utility to Bellevue

Based on the allocation criteria shown in Table H.1-2, the O&M and customer-related G&A
costs of each functional category will be allocated to Bellevue, Please note that the allocation
methodology differs prior to and after the Financial Statement Worksheet for 2004.
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Step 4. Review and Compute G&A Multiplier

The G&A accounts, excluding customer-related G&A expenses will be reviewed for applicability
and total G&A expenses adjusted. Inapplicable expenses include excise taxes, which will be
discussed in Step 6, and surface water taxes. it should be noted that the Financial Statement
Worksheets prior to fiscal year 2001 included both capital and O&M related expenses.
Beginning in 2001 these costs will be separated and only O&M costs will be used for allocation
purposes. In addition, if legal or engineering expenses are anomalous, they will be normalized.
The customer-related G&A expenses are included as a functional category in Step 3. The G&A
muiltiplier is based on the ratio of the total adjusted G&A expenses (excluding customer-related
G&A expenses) to the total O&M expenses (plus customer-related G&A expenses), including
the water, sewer, and stormwater utilities. Prior to the Financial Statement Worksheet for 2004,
the G&A and O&M expenses will include the costs of the District’'s service area and the service
area to be assumed by Bellevue. After the Financial Statement Worksheet for 2004, the G&A
and O&M expenses will include only the costs of the District's service area. The District's
current general ledger accounts for G&A expenses are shown in Table H.1-3.

Step 5. Determine Bellevue's Monthly Installment Payment

The sum of the O&M and customer-related G&A costs computed in Step 3 is Bellevue's
allocated direct costs (i.e., excluding G&A multiplier and excise taxes) of the wheeling charges
for the joint serving facilities. Bellevue’s monthly installment payment for allocated direct costs
is determined by dividing the total annual charge by twelve (12).

Step 6. Apply the G&A Multiplier and Excise Tax and Determine the Total Monthly Installment
Payment

Based on the result of Step 5, the total allocated costs will be multiplied by one (1) plus the G&A
multiplier determined in Step 4. There appears to be a deduction in computing excise taxes
available to the District under RCW 82.16.050. If excise taxes were required, the applicable
rate would be applied to the total. This total and any applicable excise tax will constitute the
monthly installment Payment by Bellevue to the District.
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H.2. Example of Calculation for the Operation and Maintenance (O&M) -
Component of the Wheeling Charge for Joint Serving Facilities

Basis of Information:

2000 Financial Statement Worksheet

2000 Facilities Inventory

Appendix B of the Water and Sewer Rate Study dated 6 June 2001

District report titled "Service Type and Meter Size Totals for Active Customers as of 2 Jan
2001”

5. 2000 metered water consumption data by route for Newcastle and Bellevue

BN

Key Assumptions;

1. Financial and facilities information for 2000 was used to complete the example calculation.

2. Itis assumed that there will be 7 master meters (6 — 8 inch meters and 1 -6 inch meter).

3. The quantity of water pumped by the District for use by Bellevue is 42 percent of the total
water pumped by the District.

4. ltis assumed that Seattle Public Utilities (SPU) will bili the District directly for meter charges

associated with metering point 5.

Step 1. Allocate O&M Costs to Utility Activities

See Table H.2-1.

Step 2. Allocate Water Utility O&M and Customer-Related G&A Costs into Functional
Categories

See Table H.2-2, Columns B and C.

Step 3. Allocate the O&M and Customer-Related G&A Costs of the Functional Cateqories of
the Water Utility to Bellevue

As shown in Table H.2-2, the O&M and customer-related G&A costs of each functional category
are allocated to Bellevue based on the “Prior to 2004 FSW” allocation criteria shown in Table
M.1-2. Additional information (not included in Table H.1-2) pertaining to the allocation of costs is
summarized below.

Water Charges

Seattle Meter Charges: Expenses include meter charges paid to SPU for each meter to the
District. The District currently has 10 meters of which meters 6, 7, 8, 9, 10 and 11 will be
assumed by Bellevue. Metering point 1 will remain with the District. Metering point 5 will be
shared by the District and Bellevue. Metering point 2 has been disconnected and metering
point 4 is an emergency connection.

Only Bellevue’s proportionate share of metering point 5 expenses were allocated to Bellevue.
The allocation is based on Bellevue’s proportionate share, 40 percent, of the total water pumped
by the District from metering point 5. The quantity of water pumped to Bellevue was determined
by a review of metered consumption data by route for Newcastle and Bellevue for 2000. The
annual meter charge for 2000 was provided by District staff. The cost allocation caiculation is
shown below. '

$5,280 (annual meter charge) x 0.40 = $2,112.00
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Reservoirs

Water - Maintenance of Distribution Reservoirs: Allocation of expenses to Bellevue is based on
Bellevue's proportion of reservoir capacity of joint serving facilities and reservoir capacity
assumed by Bellevue to total reservoir capacity, including reservoir capacity assumed by
Bellevue. Reservoir capacities were obtained from Table 1-8 of the Engineering Evaluation of
the City of Bellevue’s Proposed Partial Assumption of Coal Creek Utility District. Bellevue's
proportionate share of serving facilities (440 and 580 reservoirs) were taken from Table 1 of the
Draft Interlocal Agreement for a Partial Assumption dated 3 December 2001. The calculation of
the cost allocation is shown below.

Total reservoir capacity = 16 million gallons (MG)

Reservoir and Capacity ' City’s Proportionate City’s Share

Share of Capacity of Capacity
in MG

Factoria Reservoir — 3.0 MG 100% 3.0 MG

440 Reservoir - 5.0 MG 33.06% 1.653 MG

580 Reservoir — 1.0 MG 39.93% 0.3993 MG

580 Reservoir — 2.5 MG 39.93% 0.99825

Total City Capacity 6.05055 MG

6.05055 + 16 MG = 0.37816
$40,380.44 x 0.37816= % 15,270.27
Pumping

Allocation of costs to Bellevue is based on Bellevue’s proportionate share, 42 percent, of the
total water pumped by the District. The quantity of water pumped to Bellevue was determined
by a review of metered consumption data by route for Newcastle and Bellevue for 2000. The
cost allocation calculation is shown below.

$69,249.03 (Total Water Pumping Costs, excluding Telemetry) x 0.42 = $29,084.59
Transmission and Distribution

Allocation of expenses to Bellevue is based on Bellevue's proportion of capacity allocation of
joint serving facilities applied to diameter inch ~ linear feet of joint serving facilities to total
diameter inch — linear feet of pipelines including District pipelines and pipelines to be assumed
by Bellevue. The total linear feet of pipe-by-pipe size was provided by PACE. It should be
noted that 2,838 linear feet of miscellaneous pipe was assumed to be 6 inch in diameter. The
linear feet of pipe was then converted to diameter inch — linear feet. Bellevue's proportionate
share of pipeline serving facilities was obtained from Table 1 of the Draft Interlocal Agreement
for a Partial Assumption, dated 3 December 2001. Again the linear feet of pipe was converted
to diameter inch — linear feet. The cost allocation calculation is shown below.

Total diameter inch — linear feet of pipelines = 4,813,770
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City's proportion of capacity allocation of joint serving facilities to diameter inch — linear feet of
pipelines = 159,369

159,369 + 4,813,770 = 0.03311
$111,620.55 (Total Transmission and Distribution Costs) x 0.03311 = $3,695.76
Meters and Service Lines

Allocation of expenses to Bellevue is based on diameter inch — meters of master meters to total
diameter inch — meters, including District meters and meters to be assumed by Bellevue. The
total number of meters by size for 2000 was obtained from Table 2-4 of the Water and Sewer
Rate Study, dated 6 June 2001. The total number of meters was then converted to diameter
inch - meters. It is assumed that there will be 7 master meters (6 — 8 inch meters and 1 — 6 inch
meter). The master meters were then converted to diameter inch —meter. The cost allocation
calcuiation is shown below.

Total meters in diameter inch ~meters = 5,401

Total master meters in diameter inch — meters = 54

54 +5,401 =0.01

$124,138.31 (Total Meters and Service Line Costs) x 0.01 = $1,241.38
General O&M

Allocation of expenses to Bellevue is based on Bellevue’s proportion of direct O&M costs to total
0O&M costs for the District and Bellevue service areas. The calculation of the cost allocation is
shown below,

(Total General O&M + (Total Water Charges + Total Reservoirs + Total Pumping + Total Trans.
& Dist. + Total Meters and Service Lines + Total Hydrants)) x (Total Water Charges + Total
Reservoirs + Total Pumping + Total Trans. & Dist. + Total Meters and Service Lines + Total
Hydrants) = City Allocation of Total General O&M

($182,660.39 + $1,638,104.15) x $54,415.06 = $6,067.67
Cusfomer-Refated G&A

For General Ledger (GL) accounts 860-000 Operation Supervision and 903-000 Payroll-Office
Salaries, customer-related G&A expenses were calculated based on an analysis of activities
performed by the District's customer support people on a person-by-person basis. Customer
~related expenses for GL accounts 408-200 Payroli Taxes, 926-000 Employee Pension &
Insurance and 926-100 Employee Benefits-Vacation, Sick and Holiday is proportional to GL
accounts 660-000 and 903-000. Customer-related expenses for GL account 821-000 Office
Supplies and Other Expenses is based are review of annual expenditures and considers the
number of customers to be assumed by Bellevue. Total customer-related costs of $171,472.57
were then adjusted from the District's Administrative and General Expenses (which originally
totaled $1,633,642.49) included in Table H.2-3.

Allocation of customer-related G&A expenses to Bellevue is based on the number of master
meter accounts to the total number of water and sewer accounts, including District accounts and
accounts to be assumed by Bellevue. The total number of accounts for 2000 was obtained from

1
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District report titled “Service Type and Meter Size Totals for Active Customers as of 2 Jan
20017, Itis assumed that there will be 7 master meter accounts. The cost allocation calculation
is shown below.

Total number of water accounts = 6,450

Total number of sewer accounts = 4,474

Total number of master meter accounts =7

7 +10,931 = 0.00064

$171,472.56 (Total Customer Related G&A Costs) x 0.00064 = $109.74
Telemetry

The allocation of telemetry O&M costs to each functional category was described in Step 2.
Allocation of expenses to Bellevue is based on Bellevue’s proportionate share of telemetered
facilities to be shared and assumed. Bellevue's proportionate share of joint serving facilities
was obtained from Table 1 of the Draft interlocal Agreement for a Partial Assumption, dated 3
December 2001. itis assumed that Bellevue will assume 100 percent of the Factoria reservoir
and pump station. Bellevue’s proportionate share of metering station 5 is based on Bellevue’s
share of the total water pumped by the District from metering station 5. The following
summarizes Bellevue's proportionate share of the telemetered points in each functional
category and calculates the cost allocation.

Reservoirs Fraction of City’s Proportionate City’s Share
Telemetered Share of Capacity
Facilities

Factoria . 100% 0.5

440 Reservoir 13 33.06% 0.1102

580 Reservoirs 1 ' 39.93% 0.3993

700 Reservoir _ 0% . 0.0

Total ' 1.0095

1.0095 + 8 (total number of water telemetry points) = 0.12619

$4,897‘.50 (Total Reservoir Telemetry Costs) x 0.12619 = $518.02

G



Pump Stations Fraction of City’s Proportionate
Telemetered Share of Capacity
Facilities

Factoria _ 100%

440 BS 113 33.06%

440/580 BS 113 33.06%

Hazelwood 1 0%

Rainier Crest _ 0%

Total
0.7204 = 8 (total number of water telemetry points} = 0.09005

$5,597.14 (Total Pumping Telemetry Costs) x 0.09005 = $504.02

Metering Fraction of City’s Proportionate

Stations Telemetered Share of Capacity
Facilities

5 1 40%

8 1 100%

11 1 ‘ 100%

Total

2.4 + 8 (total number of water telemetry points) = 0.3

$6,296.78 (Total Metering Station Telemetry Costs) x 0.3 = $1,889.03

Step 4. Review and Compute G&A Multiplier

FINAL

City’s
Share
0.5
0.1102
0.1102
0.0

00
0.7204

City’s Share

The G&A multiplier is based on the ratio of the total adjusted G&A expenses, excluding
customer-related G&A expenses (see Table H.2-3) to the total O8M expenses, plus customer-

related G&A expenses (See Tables H.2-1 column G and Table H.2-2 column C) including water,

sewer and stormwater utilities. The calculation for the G&A multiplier is shown below.

$1,462,169.93 + ($3,398,503.55 + $171,472.56) = 0.40957

Step 5. ‘Determine Bellevue's Monthly Installment Payment

The sum of the O&M and customer-related G&A costs computed in Step 3 is Bellevue's
allocated direct costs (i.e., excluding G&A multiplier and excise taxes) of the wheeling charges
for the joint serving facilities. Bellevue’'s monthly instaliment payment for allocated direct costs
is determined by dividing the total annual charge by twelve (12). Bellevue’s monthly installment

payment is calculated below.

$60,592.49 + 12 = $5,049.37
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Step 6. Apply the G&A Multiplier and Excise Tax and Determine the Total Monthly Installment
Payment

Based on the result of Step 5, the allocated direct costs are multiplied by one (1) plus the G&A
multiplier determined in Step 4.

$5,049.37 x 1.40957 = $7,117.44

There appears to be a deduction in computing excise taxes available to the District under RCW
82.16.050. If excise taxes were required, the applicable rate would be applied to the total. The
current water excise tax rate is 0.05020. The total and applicable excise tax will constitute the
monthly Instaliment Payment by Bellevue to the District.

Summary of Example Resulis

Based on the example presented in Exhibit H.2., the G&A multiplier is 40.957 percent of
Bellevue’s allocation of the District's operating expenses (column D of Table H.2-2). The sum of
G&A costs and Bellevue's allocation of the District's operating expenses would be divided into
twelve equal monthly payments.
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Technical Memorandum
City of Bellevue — Matter 229.4
February 5, 2002

Page - 1
To: Lloyd Warren, Brad Miyake, and Siona Windsor - City of Bellevue
Tom Peadon - CCUD
Blair Burroughs, Attorney at Law
Marty Penhallegon - PACE Engineers
Lynn M. Takaichi, P.E. - Kennedy/Jenks Consultants
From: David W. Findlay, Principal - Financial Consulting Solutions Group, Inc.

Subject: Agreed Upon Capital Cost Reimbursement Methodology - Water Joint
Serving Facilities

Purpose:

This memorandum describes and illustrates the final agreed upon method of calculating
the Water Joint Serving Facilities Capital Cost Reimbursement as defined under Section XI
of the Interlocal Agreement. This methodology was presented in draft to the negotiating
committee members as Technical Memorandum(s) dated November 19". and 26", and
discussed during several negotiating sessions. Here-in-after, we refer to the final method as
the “Capital Cost Reimbursement” method.

Discussion:

The Coal Creek Utility District (District) will use the Capital Cost Reimbursement {CCR)
method described in this memorandum to charge the City of Bellevue (COB) for use of
District owned Water Joint Serving Facilities (WJSF) to obtain water supply that the COB
purchases from a regional water supplier such as the Cascade Water Alliance or the Seattle
Public Utilities. The CCR will consist of two capital elements:

. Return “Of" Element - the annual return of investment in Rate Base, defined here-
in-after as “depreciation expense” only for the City of Bellevue’s capacity share of
the W|SF replaced, upgraded or otherwise improved by the District after the
assumption; and

o Return “On” Element — the annual return on investment in Utility Plant Rate Base,
defined here-in-after as the rate of return (ROR).

The CCR as provided for in the 1A will be an entirely separate cost reimbursement
mechanism from the WJSF wheeling charge (the charge to recover District O&M and G&A
costs). Therefore the annual depreciation expense included the CCR is not a cost to be
included in the agreed upon method of calculating the wheeling charge.

The term WJSF Utility Plant Rate Base is defined in the IA as the original cost or fully
capitalized costs of the replacement or improvement for a WJSF less accumulated
depreciation less total contributions-in-aid of construction (CIAC). There is agreement in
the IA that the District will be fully compensated for all existing WJSF at the time of the
assumption (12-31-03). This will be accomplished by COB payment of its prorata share of
all outstanding revenue bonds, and 28.3% of Public Works Trust Fund loans as of the date

FABELLEVURCCLD Interlocal 01\CCR\Final Method ta Pricing Cost of Capital Component revised 11 30 01 T.doc /}p
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February 5, 2002
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of the assumption Settlement Agreement (SA}. The remainder of the City’s interest in the
District’s existing book value in the joint serving facilities will have been or be recovered
by the District from all ratepayers, GFC’s, LFC’s and perhaps donated facilities. Thus this
option assumes that both parties agree that the beginning Utility Plant Rate Base value is
zero. In other words, the COB share in the initial and current value of the WJSF as of the
execution date of the Interlocal Agreement is considered as totally contributed to the
District and therefore wilt be classified as CIAC. If the District finances the repiacement,
.improvement or upgrade of any of the WJSF between the date of the Interlocal Agreement
and December 31, 2003, then the full capital costs of the project{s) will be added to the
WISF Utility Plant Rate Base.

Therefore, the value of the W]SF Utility Plant Rate Base used to calculate the CCR will be
dependent on the District fully financing, constructing, and owning the repiacement,
improvement or upgrades to the facilities listed in Table 1.

To illustrate, assume that the District invests a total of $1,300,000 in the replacement of
WISF 6-inch and 8-inch AC mains. Then the additions to the WJSF Utility Plant Rate Base
for calculating the annual CCR would begin at $1,300,000. For this illustration, assume
that for the two new projects, the City of Bellevue’s share would be 39.93%, or $519,090.
The actual COB share of each project shall be determined from Table 1, and will differ.
For example, there is a 12”7 Asbestos Cement pipe joint serving facility with the Bellevue
share set at 50%. The WJSF Utility Plant Rate Base starting at $1,300,000 would then be
reduced each year thereafter by the accumulated increments of annual depreciation
expense applied to COB’s cumulative share of WJSF that make up the totai Utility Plant
Rate Base.

The CCR method does not contemplate the COB paying up front a share of any capital
expenditure for joint serving facilities during the 25 to 30 year timeframe of the agreement.
However there is the mutually agreed upon exception as provided for in the Interlocal
Agreement that the City will pay its cost share up front for major maintenance, emergency
maintenance and emergency repair activities. Since COB has agreed to pay such costs,
then those costs will not be added into the WJSF Utility Plant Rate Base. If the costs are for
any reason (such as accounting procedure) added to the original Utility Plant cost, they
will also be treated as CIAC and deducted to arrive at the W|SF Utility Plant Rate Base.

The CCR contemplates that the District will recover the annual depreciation expense
calculated for the total COB share of assets recorded in the WJSF Utility Plant Rate Base,
The District will also charge a Rate of Return on the COB share of the WJSF Utility Plant
Rate Base (total COB cost share less accumulated depreciation and if applicable any
money paid up front by COB toward replacement).

The annual depreciation expense will be based on the agreed upon useful life for each
class of newly replace or improved WJSF as defined in the Interlocal Agreement. The total
WISF accumulated depreciation will be an aggregation that reflects the current and
historical depreciation expense for each facility that the District makes a capital investment
after the assumption. For example, if the useful life of the new mains example is 75 years

FABELLEVUENCCUD Interlocal 01\CCR\Final Method to Pricing Cost of Capital Component revised 11 30 01 1.doc
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per Table 1, then the total annual depreciation expense for those two projects would equal
1.333% of $1,300,000, or about $17,333. The COB payment of its pro rata 39.93% share
would be1.333% times $519,090, or $6,919. COB will have no reversionary rights to any
such payments to the District. The District will have no restrictions as to use of the income
earned from the CCR.

The “Return Of Element”, when combined with a “Risk Premium” (and hereinafter referred
to as the rate of return (ROR) on the WJSF Utility Plant Rate Base), will reflect the weighted
average cost of capital of the District. The weighted average cost of capital method shall
reflect the District’s actual practice of funding WISF projects with cash reserves, revenue
bonds, PWTF loans, and/or CIAC sources. In this illustration the CIAC source of funding is
not included (CIAC has an explicit zero cost of capital to the District) because it will likely
never apply to the WJSF projects. In addition, a “Risk Premium” will be added to the
weighted average cost of capital as a hedge for the District. The resultant ROR will only
change when a new WJSF project is constructed with a funding source or set of funding
sources that cause a change in the weighted average cost of capital.

The following is an illustration of the calculation of the ROR after 12/31/03 which is
presumed to be zero at that time (assuming COB pays its share of any applicable WJSF cost
incurred during the interim period). The illustrated calculation will be updated each time
an additional replacement or investment in WJSF projects is made. Note: There are two
main replacement projects assumed to be constructed for this illustration and that each
project assumes the same COB capacity interest. However, a different combination of
projects could have different COB capacity interests that would need to be calculated
before proceeding with the update.

Hlustration:

¢ Assume WISF Project 1 is $500,000, with 50% funded with a combined 1% PWTF
loan and 10% cash match, and the remainder 50% funded with a Parity Revenue
bond at 5% interest.

e Assume WIJSF Project 2 is $800,000, with 80% funded with a combined 1% PWTF
loan and 10% cash, and the remainder funded with a Parity Revenue bond at 5.5%
interest,

® Assume that the fund earnings rate for District invested cash and cash equivalents at
the time of the WJSF projects is 4% based on the most recent fiscal year-end King
Count Investment Pool earnings performance.

Then the District’s weighted average cost of capital for these WJSF capital projects would
be calculated as shown on the following page.

FABELLEVUBNCCUD Interlocal 0TMCCRWinal Method to Pricing Cost of Capital Component revised 11 30 01 1.doc
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Cash/Equivalents $ 89,000 4.00% 6.85% .274% Investment Earnings Average

Revenue Bonds $410,000 5.20% 31.54% 1.640% $250K @5% and $160K at 5.5%
assumed for HHusgration

PWTF $801,000 1.00% 61.61% .616% Twao loans; same interest rates

CIAC $0 0.00% 0.00% 0.000%

Total $1,300,000 100.00% 2.530%

Therefore, with this scenario, the weighted average cost of capital would be 2.53% for the
capitalization of the two WJSF projects. Add the agreed upon Risk Premium of 75 basis
points, or 0.75% and the ROR for this illustration is 3.28%. This ROR reflects the District’s
average cost of financing the facilities including the opportunity cost of using invested cash
reserves as a match for the two PWTF loans, plus the Risk Premium.

Taking this illustration if the two WISF projects were financed with just revenue bond
financing, then the weighted average cost of capital would shift to the higher cost of capital
that normally goes with such bonds. However, if some of the replacement cost were to be
funded by a developer due to an oversizing requirement, then a portion of the cost might
go into the CIAC category at zero interest, thus reducing the overalt ROR. Given the ROR
oi 3.28%, plus COB’s share of the annual depreciation expense (assume 39.93% per Table
1) payable to the District for say five years following the investment, the CCR would
calculate as follows:

Investment $1,300,000 $1,300,000 $1,300,000 $1,300,000 $1,300,000
COB’s Share of WJSF Capital $519,090 $519,090 $519,090 $519,090 $519,090
Projects at 39.93%

Accumulated Depreciation $6,919 $13,838 $20,757 $27,676 $34,595
Est. Utility Plant Rate Base $512,171 $505,252 $498,333 $491,414 $484,495
ROR Payable @ 3.28% $16,799 $16,572 $16,345 $16,118 $15,891
Depreciation Payable (75 year $6,919 $6,919 $6,919 $6,919 $6,919
life, or 1.333% R S
Total Cost of Capital - COB S s23718 1 '$23,4'91 | $23,264 'f'$;2."3,0:3'? ""-:-“fﬁz;z,mo
Summary:

The District’s WSF Capital Cost Reimbursement will include the two main cost recovery
elements, depreciation expense and ROR on WJSF Utility Plant Rate Base. The actual
numbers for each cost component can only be determined once the District makes a new
investment in joint serving facilities after the effective date of the Interlocal Agreement for

FABELLEVUENCCUD interlocal 0T\CCRFinal Method to Pricing Cost of Capital Component revised 11 30 01 1.doc



Exhibit |

Technical Memorandum
City of Bellevue ~ Matter 229.4
February 5, 2002

Page-5

the December 31, 2003 assumption. Key elements of this option are summarized as
follows:

Unless otherwise mutually agreed or provided for below, all joint serving assets
existing at 12-31-03 will be classified as CIAC (donated or COB as fully paid for its
share), thus reducing the net book value to zero as a starting point.

If there is a WJSF capital replacement project or two constructed between the date
of the Interlocal Agreement and prior to 12-31-03 (the Interim period), the project
costs will be an allowed addition to the beginning WJSF Utility Plant Rate Base.
Such capital project cost additions will only be approved if the COB share of that
construction cost is not included in the COB payments for retirement or defeasance
of debt at the time of the assumption.

The COB will begin paying its CCR as of the end of the first month after the
assumption date, December 31, 2003.

If the District does not replace any WJSF during the Interim period or after the date
of the Assumption, then there will be no CCR for Bellevue to pay to the District.

The District must fully finance each WISF capital replacement, improvement or
upgrade project before the City of Bellevue’s cost share can be added to be WJSF
Utility Plant Rate Base. Any payments made by developers, grants received or
upfront payments made by Bellevue will be recorded as CIAC — Water Joint Serving
Facilities, and the City of Bellevue’s share of such CIAC sources of funding will be
deducted from the WJSF Utility Plant Rate Base recorded value.

All engineering design, planning and administration related costs of W|SF capital
projects shall be capitalized and included in the total cost of the projects. Then the
City of Bellevue’s share would be included in WJSF Utility Plant Rate Base.

The annual depreciation expense will be calculated for each project based on the
full cost and the assigned useful life per the Interlocal Agreement; no salvage value
need be calculated. The annual depreciation percentage accrual rate will be
multiplied times the COB share of each project included in the schedule of WJSF
Utility Plant Rate Base projects. For example, a 75-year life is a 1.333%
depreciation rate (1/75); a 50-year life is a 2.000% depreciation rate.

The ROR will be updated each time a WJSF is replaced or upgraded, thus requiring
a capital expense. No update will occur if the capital project is a Major
Maintenance, Emergency Maintenance or Emergency Repair. If and when an ROR
is recalculated, the update shall reflect the cumulative affect of actual financing for
each project. The average cost of capital components, e.g., cash reserves, varied
forms of debt and CIAC, will be combined with the existing line item capital
sources of capital for WJSF to calculate a revised weighted average cost of capital
for the entire WISF Utility Plant Rate Base. A Risk Premium of 75 basis points, or

FABELLEVUBR\CCUD Interlocal 0N\CCR\Final Method to Pricing Cost of Capital Component revised 11 30 01 1.doc
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0.75% will be added to the weighted average cost of capital to establish the
applicable ROR for the City’s share of the WJSF Ultility Plant Rate Base.

. The Risk Premium to be included in the total ROR on WJSF Utility Plant Rate Base
shall be fixed at 0.75% for the duration of the IA.

. The District will have no restrictions on how it uses CCR revenues paid by the COB
in addition to the separate annual wheeling charge,

® The COB will have no right to a refund of any unused CCR payments, or interest
thereon over the 25 to 30 years Bellevue is expected to remain dependent on the
District’s WJSF.

FABELLEVUENCCUD Interlocal 0T\CCRYFinal Method to Pricing Cost of Capital Component revised 17 30 01 1.doc W
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FULL REQUIREMENTS CONTRACT

BETWEEN
THE CITY OF SEATTLE
_ AND
THE COAL CREEK UTILITY DISTRICT

FOR THE SUPPLY OF WATER

THIS CONTRACT is entered into between the CITY OF SEATTLE (“Seattle”), a
municipal corporation of the State of Washington, and the COAL CREEK UTILITY
DISTRICT (*“Water Utility”), a municipal corporation of the State of Washington.

RECITALS

1. Seattle owns and operates a system for the supply, transmission and distribution of
potable water and is authorized to sell and distribute water to its residents and to other
persons and customers located outside the corporate limits of Seattle.

2. Seattle's water system is integral to the health and welfare of the residents located
within the water service area shown in Seattle's Water System Comprehensive Plan.
Seattle intends to provide water from the system to meet the current and future needs
of the residents of such water service area when such service is requested from
Seattle.

3. In meeting this service commitment, Seattle must ensure that this role does not place
financial burdens on its retail customers for which they do not receive a
corresponding benefit.

4. This contract and contracts of a similar nature with other wholesale customers of
Seattle located within Seattle’s service area are intended to provide those customers
with the security of a long term service commitment and to describe the terms and
conditions associated with that commitment.

5. Under this contract, Seattle intends to provide wholesale water to Water Utility at an
equivalent level of service and under the same pricing principles as it provides water
to Seattle’s own distribution system.

6. Given the extensive of growth of the Seattle and surrounding areas and the impacts
upon infrastructure and costs, this contract is intended to provide sufficient water for
growth. As a general philosophy for cost sharing purposes, the parties desire to adopt
the principle that “growth should pay for growth.”

FULL REQUIREMENTS CONTRACT
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7. Seattle and Water Utility, together with other wholesale customers of Seattle, have
agreed to establish an Operating Board comprised of representatives pledged to
represent the best interests of the region in order to provide overall direction to the
Administrator of the Seattle Water Supply System.

NOW, THEREFORE, in consideration of mutual covenants herein, it is agreed as
follows:

SECTION 1. DEFINITIONS

For the purposes of this contract, the following terms have been defined as:

"Full Water Requirements” - AH of the water needed by Water Utility to meet the needs
of its present and future water customers within its service area as shown in Water
Utility’s comprehensive water system plan.

“Block Purchase Contract” — A contract in which Seattle sells a fixed quantity of water to
the Wholesale Customer on a take or pay basis.

“Full Requirements Contract” — A contract in which Seattle supplies a Wholesale
Customer with its Full Water Requirements.

“Partia] Requirements Contract” - A contract in which Seattle supplies a Wholesale

Customer with that portion of its Full Water Requirements above that provided by the
Wholesale Customer’s own supply.

1

olesale Customer” — Those customers who receive water from Seaitle for the
purposes of reselling to others.

“1982 Water Purveyor Contract” - That certain Water Purveyor Contract between Water

Utility and Seattle having an effective date of September 8, 1982.

“Existing Supply Resources” - Current components of the Seattle Water Supply System
which consist of the Cedar River storage, treatment and diversion facilities, the Tolt

River storage, treatment and diversion facilities, and the Highline Well Field as set forth
in Exhibit VII.

“EC” — Means Facility Charge.

“1% Water Conservation Program™ - A program which has been implemented by Seattle

with the agreement of Water Utility which contains a goal of 1% conservation per year
for ten years.

"Seattle Water Supply System" - Secattle's water supply system consisting of dams,

impounded water, supply and transmission mains, pumps, treatment facilities, and all
other facilities utilized in conveying water to Seattle's retail service area, to Water Utility
and other Wholesale Customers. This definition does not include Seattle's water
distribution system, which is used to serve its Retail Customers.

FULL REQUIREMENTS CONTRACT
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“Seattle’s Average Cost of Debt” - The weighted average interest rate on Seattle’s water

system debt outstanding calculated at the end of each calendar year during the term of
this contract.

"Rate of Return on Investment" - Seattle’s Average Cost of Debt, plus 1.5 percent.

"Service Connection” - The water meter and appurtenances through which water is
delivered from the Seattle Water Supply System to a Wholesale Customer's water system.

“Seattle Transmission Facilities” — Those facilities serving Seattle’s regional

transmission needs as set forth in Exhibit VIIIL

“Stranded Costs” — Those water supply and related costs that Seattle and others have
invested for the region which may not be recovered as a result of lost revenues.

"Sea ater System Comprehensive Plan" - Seattle's Water System Comprehensive
Plan dated April, 2001, and amendments thereto, prepared by Seattle to comply with the
requirements of WAC 248-54-580, and successor regulations.

“Administrator” - The Director of Seattle Public Utilities or any other title given to that
person who maintains the authority to operate and manage the Seattle Water Supply
System,

“Operating Board” — A board of representatives having the powers and duties set forth in
Section V hereof.

SECTION I1. TERM OF CONTRACT AND GUARANTEES
ILA. Term of Contract

1. Term. This contract shall take effect upon the signature of both parties and shall
remain in effect until 12:01 AM on January 1, 2062.

2. Subsequent Right Of First Refusal. At the end of the term of this contract, Water

Utility shall have a right of first refusal to continue to purchase the amount of
water then purchased from Seattle at the time of contract expiration.

3. Periodic Review and Right to Change Certain Terms and Conditions, The parties

may review and change certain terms and conditions governing the sales of water
hereunder on January 1, 2022 and January 1, 2042 as follows.

a. Consensual Process. On or before January 1, 2021, and then again on or
before January 1, 2041, either party may provide the other with a written
proposal to amend the coniract terms. The parties shall then meet and
consider the proposal. If the parties agree to the proposal prior to January

FULL REQUIREMENTS CONTRACT
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1, 2022 and January 1, 2042, respectively, a written amendment to this
contract shall be approved and executed by both parties and this contract
shall be amended accordingly.

Seattle' s Right to Amend. If the parties are unable to agree on a proposal
by Seattle pursuant to subsection a. above within the respective one-year

periods, Seattle may propose in writing its desired amendment to the
Operating Board. Seattle and the Operating Board shall meet and consider
the proposed amendment and use reasonable efforts to resolve any
differences in the proposal. After 90 days from Seattle's written proposal
to the Board, Seattle may propose its desired amendment to the Seattle
City Council. If the Operating Board does not agree with such proposal, it
may submit a revised proposal to the Seattle City Council within 50 days
of Seattle’s submission of its proposal to the Seattle City Council. After
receiving the Operating Board’s alternate proposal, or after the lapse of the
90 day period for the Operating Board to make an alternate proposal, the
Seattle City Council may then deny both proposals or approve one of them
and issue an amendment to this contract which shall be in effect for the
remaining term of the contract from the date of issuance, unless later
amended pursuant to subsection a. above, or by mutual agreement.

Limitation on Seattle's Right to Amend. Notwithstanding subsection b.

above, Seattle shall not have the right to: (i) reduce its obligation to
provide the Full Water Requirements of Water Utility; (ii) cease to
provide wholesale water to Water Utility at an equivalent level of service
as it provides water to Seattle’s own distribution system. (iil) charge a
higher wholesale rate for water supply and transmission to Water Utility
than that charged to Seattle for supply to its retail customers, (iv) reduce
its water quality obligations hereunder, (v) change the methodology for
calculating Rate of Return on Investment, (vi) restrict Water Utility's right
to withdraw from this contract, and (vii) disband or significantly reduce
the powers of the Operating Board.

ILB. Agreement to Supply and Purchase Water

1.

Full Requirements Commitment. Seattle shall supply ‘the Full Water

Requirements of Water Utility for the term of this contract. Except as set forth in
Exhibit I and section IL.B.5 below, Water Utility shall purchase all of its
wholesale water needs from Seattle.

Adjustments in Water Utility’s Service Area, In the event Water Utility acquires

additional service area that is: 1) located outside of the service area identified in
its comprehensive water system plan and 2) which is not already served with
Seattle water, then Seattle shall supply the water requirements of the additional
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service area subject to a) Seattle’s ability to serve that area, and b) Water Utility’s
payment of FCs for that additional service area in accordance with section IV.E..

3. Assumption or Transfer of Responsibilities. In the event Water Utility’s entire

service area and service responsibilities are assumed by or are transferred to
another utility, then this contract shall become null and void at the time of the
assumption or transfer; provided, however, if the transferee of the service area is a
Wholesale Customer, Seattle shall provide water to the transferee according to the
terms of the transferee's water supply contract with Seattle. If the transferee is not
a Wholesale Customer, then Seattle shall issue the transferee a water supply
contract for such area subject to terms and conditions as Seattle shall determine.

4. nnexati If the entire water service area of Water Ulility 1s
annexed to Seattle, then this contract shall become null and void upon Seattle's
assumption of Water Utility's water system.

5. Water Utility’s Right To Terminate or Reduce Purchase Commitment. Water

Utility’s commitment to purchase water from Seattle under this contract may be
terminated or reduced subject to the terms and conditions set forth below. Water
Utility shall provide Seattle at least 5 years written notice thereof, provided,
however, if Seattle unilaterally amends the terms and conditions of this contract
pursuant to Section II.A.3 above, Water Utility may terminate. this contract at any
time within 1 year thereafter by giving Seattle 1 year written notice.

a. Automatically_Permitted _Reductions. Water Utility may, without

restriction, upon five years written notice to Seattle, reduce its water
purchases from Seattle by an amount not to exceed 10 million gallons per
day of its average annual demand.

b. Reductions Requiring Permission. Water Utility may reduce quantities of

water purchased from Seattle by more than the amount identified in the
preceding section or by providing less than five years advance notice of
such reduction if in the judgment of the Operating Board, using the criteria
listed below, it determines that such reduction is in the best interest of the
Seattle Water Supply System as a whole.

c. Criteria. The criteria to be used by the Operating Board in determining the
best interest of the Seattle Water Supply System shall include but not be
limited to the following:

i. The potential for Stranded Costs and impacts on rates,

ii. The cost of new resources;
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1i1. The feasibility and benefit of reallocating to Seattle or other
customers the amount of water foregone by Water Utility; and

1v. Environmental aspects of the proposed change.

The Operating Board shall act promptly and reasonably in evaluating and
deciding upon Water Utility's request. The Operating Board may approve,
with or without reasonable conditions, or deny Water Utility's request
based on the above criteria. Approval conditions may include a
requirement that Water Utility waive its rights to be served its Full Water
Requirements. If the approval conditions are unacceptable to Water
Utility, it may elect in writing to withdraw its request and this contract
shall continue in full force and effect.

II.C. Continnity of Service within the Term of the Contract

1. Parity of Service. Seattle shall provide wholesale water to Water Utility at an
equivalent level of service that it provides to Secattle’s own distribution system. In
the event of a general emergency or weather-related water shortage affecting the
entire Seattle Water Supply System, general restrictions placed upon water
deliveries to Water Utility shall be determined by the Operating Board and
applied equally to Seattle's distribution system and the Wholesale Customers. In
the event of localized emergency problems, Water Utility acknowledges
temporary, localized service interruptions may occur for the duration of the
emergency.

2. Emergency Curtailment Measures. It is recognized by both parties that emergency

water use curtailment measures may have to be implemented by Seattle on a
regional basis in order to meet an emergency condition or a regional water
shortage. The procedures to be used in the event of a weather-related regional
water shortage, or shortages caused by other factors, shall be as described in
Seattle’s Water Shortage Contingency Plan in effect as of the effective date of this
contract, or successor contingency plans. Successor contingency plans shall be
developed and implemented by Seattle in consultation with the Operating Board.
Water Utility shall assist with and support all emergency curtailment measures
that are implemented.

3. Other Emergencies. Seattle may temporarily interrupt or reduce deliveries of
water to Water Utility if Seattle determines that such interruption or reduction is
necessary or reasonable in case of system emergencies or in order to install
equipment, make repairs, replacements, investigations and inspections or perform
other maintenance work on the Seattle Water Supply System. Except in cases of
emergency, and in order that Water Utility's operations will not be unreasonably
interrupted, Seattle shall give Water Utility and the Operating Board reasonable
notice of any such interruption or reduction, the reasons for and the probable
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1LD.

duration. Seattle shall use its best efforts to minimize service interruptions to
Water Utility.

Waiver Of Charges. If interruption or reduction in service to Water Utility
requires that Water Utihty draw water supply in a manner that subjects Water
Utility to demand charges (as described in Exhibit It hereto), Seattle shall waive
such charges during the period of such interruption or reduction.

Water Quality
Seattle Water Supply System. Seattle shall be responsible for water quality

within the Seattle Water Supply System as set forth below. Seattle shall construct,
operate and maintain water quality treatment facilities and use its best efforts to
carry out its water quality responsibilities in the most cost-effective manner for
the region.

Applicable Standards. Seattle shall at all times during the term hereof deliver
water to Water Utility's system that meets or exceeds all applicable Federal, State
and local regulations as the same may change from time to time.

System-wide Water Quality Plan, Seattle, in consultation with the Operating

Board, shall develop and maintain a system-wide regional water quality plan. The
plan shall describe, at a minimum, goals, objectives, procedures and the means to
satisfy legal requirements and industry standards for water quality, monitoring,
information exchange, best management practices, adaptive management
practices, public health protection, and cross connection control. The Operating
Board may form a technical subcommittee to provide input and review of such
plan. Seattle shall share available water quality data and technical expertise with
all Wholesale Customers,

Distribution Systems. Water Utility shall be responsible for compliance with all
applicable federal, State and local water quality laws and regulations applicable to
water in its distribution system including any water from supply sources that it
may own or operate.

Monitoring, Water quality monitoring shall be performed by Seattle in the Seattle
Water Supply System and by Water Ultility in its distribution system to comply
with federal, State and local water quality regulations, to verify the condition of
water that is passing from one entity to the other, to enhance system operation and
to document the aesthetic qualities of the water. Notwithstanding the foregoing,
Water Utility may contract with Seattle for water quality monitoring services as

- an elective service under section IV.F. hereof,

Water Quality Notifications to Customers (Consumer Confidence Reports). Each

party shall prepare at its sole cost periodic water quality notifications to its
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respective retail customers and regulatory agencies as required by law. Seattle
shall provide Water Utility all water quality data in a timely manner regarding the
Seatile Water Supply System that Water Utility may be legally required to report
in such notices.

7. er i ement Practices and Adaptive Manageme ices.
The Operating Board shall develop best management practices ("BMPs") and
adaptive management practices ("AMPs") as reasonably necessary to protect
water quality within the Seattle Water Supply System. The BMPs and AMPs wili
include recommendations to prevent deterioration of water quality in transmission
and distribution systems. The parties shall use reasonable efforts to comply with
the BMPs and AMPs.

8. Flushing, Water Utility shall be solely responsible for flushing water mains
within its system. Flushing allowances will be provided by Seattle only when the
Operating Board determines that flushing is required to maintain or improve
regional water quality.

9. New Water Sources. Prior to the introduction of any new water supply source by
Water Utility which mixes with water in Seattle’s Transmission Facilities, the
proposed source must be evaluated using customary and reasonable water quality
criteria developed in consultation with the Operating Board to ensure
compatibility with Seattle water. The proposed Water Utility source must also
meet all federal, state and Seattle water quality and treatment standards. Water
Utility shall also provide Seattle with satisfactory results from a blending study to
determine the compatibility of the source with existing sources already in the
Transmission System, the appropriate method and level of treatment and the
probable distribution of the new supply within the Transmission System. Water
Utility shall also complete a flavor rating analysis of no more than 3.0 as tested by
Seattle’s Flavor Profile Panel according to the methodology described by the
American Water Works Association, or its successor. Water Utility shall obtain
all necessary and appropriate regulatory permits, reviews and approvals for rights
to and operational use of such water supply source. The introduction of any direct
or indirect potable reuse water into Seattle’s Transmission Facilities shall, in
addition, require Seattle’s prior written consent,

The Operating Board may form a technical subcommittee to develop water
quality standards and review and advise on the water quality evaluation criteria
for proposed new sources. Such criteria for new sources shall be the same for
surface water and ground water.

10. [ransfers Qutside Seattle’s Transmission System. If, with the consent of Seattle,

water is transferred between Water Utility and another water utility in a2 manner
that does not use the Seattle Water Supply System, Water Utility or the other
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water utility shall be responsible for meeting all applicable water quality
standards related to the transfer of such water.

II.LE. Conservation

The parties acknowledge that conservation prolongs the time before new supply
resources are needed and thus constitutes an important ongeing tool in managing the
water resources of the region. Accordingly, Water Utility hereby adopts and agrees to be
bound by Seattle’s 1% Water Conservation Program through the year 2010.

1.

Performance Measurements, For the purposes of determining water conservation
performance, Water Utility's water use shall be measured in conjunction with the
use of all other participants in Seattle's 1% Water Conservation Program. The
Operating Board may develop reasonable criteria to measure the participants'
water conservation performance in accordance with such program.

Conservation Above the 1% Program. Water Utility acknowledges that water
conservation beyond the 1% Water Conservation Program may be required as
condition of State or federal regulations, court orders, settlements or agreements
made to avoid litigation, fines or penalties, or as otherwise determined to be
reasonably necessary by the Operating Board. The Operating Board may adopt
reasonable additional conservation measures and targets for such purposes. Such

‘conservation measures and targets shall apply in the same manner to all holders of

Full and Partial Requirements contracts and to Seattle. Except as provided in the
next subsection, Water Utility shall use reasonable efforts to abide by and perform
such water conservation measures and to meet the adopted targets.

Water Utility's Option to be Conservation Service Provider. Water Utility may
elect to provide its own water conservation program, beyond its commitment to
the 1% Water Conservation Program to meet conservation targets adopted by the
Operating Board or more stringent targets. Water Utility shall bear the costs
thereof and shall be solely responsible for its implementation. Under this option,
Water Utility shall be evaluated for meeting water conservation targets solely by
its own performance.

Incentives and Penalties. The Operating Board may adopt penalties for shortfalls
in water conservation and rewards for meeting or exceeding adopted targets. In
the event Water Utility or Seattle fails to meet the adopted targets set by the
Operating Board, the Operating Board may assess a penalty. Penalties may not
exceed the cost of Seattle undertaking those conservation measures reasonably
needed to achieve the adopted target.

) e Ne _ 2s. In order to avoid the
nece551ty of developmg new physmal water supply facilities for as long as
reasonably practicable, any water saved through conservation in either Seattle’s or
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Water Utility's retail service areas shall be dedicated first to the municipal and
industrial water supply requirements of the Seattle Water Supply System before
any other use of such water may be undertaken.

SECTION III. CONDITIONS OF SERVICE
HI.A. Minimum Hydraulic Gradient

1. Initial Minimum, Seattle shall maintain a minimum hydraulic gradient or head at
a maximum flow rate in amounts and at locations described in Exhibit IT attached
hereto for each Service Connection from Seattle’s Water Supply System to Water
Utility’s distribution system. Such gradients and locations shall be contained in
Seattle's and Water Utility’s future water system comprehensive plans. Seattle
shall operate and maintain factlities necessary to carry out such obligation. If
Seattle and the Operating Board find that a project resulting in the modification of
such minimum gradient or head would benefit the Seattle Water Supply System as
a whole, the minimum hydraulic gradient or head described in Exhibit II may be
modified by Seattle if such modification is feasible from an economic, land use
and engineering perspective taking into account the facilities required to carry out
and for Water Utility to adapt to such modification. Seattle may make these
modifications only once during any fifieen (15) year period provided that four (4)
years advance written notice is given to Water Utility, unless a shorter notice is
approved by the Operating Board.

2. Emergencies. If Seattle is prevented by emergency circumstances from providing
such minimum hydraulic gradient, Seattle shall supply not less than the volume of
water equivalent to the maximum 24-hour average flow rate required by Water
Utility as shown on Exhibit II for each 24 hour period that the minimum hydraulic
gradient is interrupted.

3. Additional Service Connections. Additional Service Connections between Water

Utility's and Seattle’s water systems or adjusted minimum gradients may be
established from time to time by mutual agreement between Seattle and Water
Utility subject to approval by the Operating Board. Exhibit II shall be
appropriately amended to reflect such additions or adjustments.

IIL.B. Resale to Other Parties

Water Utility may sell water supplied by Seattle to water purveyors located outside of
Water Utility's existing or future boundaries only upon the prior written consent of
Seattle (or oral, in case of emergency). Agreements for resale of water by Water Utility
listed in Exhibit I are hereby approved by Seattle subject to whatever written terms,
conditions and limitations that Seattle has imposed on such resale.
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II1.C. Interconnection With Other Systems

1. Prohibition on Interconnection. Water Utility shall not interconnect any part of its
system supplied with water from Seattle with other water systems without the

prior written approval of the Operating Board, or, in case of emergency, upon oral
approval by Seattle, which shall not be unreasonably withheld. Any such
interconnection shall be subject to the approval of the Washington State
Depariment of Health and shall include the installation of a meter. Such other
systems must be in compliance with all applicable local, State and federal laws
and regulations including the requirement that they have a valid operating permit
issued by the Washington State Department of Health.

2. Requests by Seattle to Interconnect. Seattle may request that Water Utility

interconnect its water system to the water system of an adjacent Wholesale
Customer. Water Utility shall comply with that request subject to the terms and
conditions set forth below.

3. Requirement for Interconnection, If Water Utility does not consent to Seattle's

request for interconnection, Seattle may propose the interconnection of Water
Utility's water system to the adjacent Wholesale Customer to the Operating
Board. Water Utility may present facts and arguments to the Operating Board in
opposition to the interconnection and/or to document its costs in making the
interconnection and conveying water to the adjacent Wholesale Customer. The
Operating Board shall hear and consider the matter. Upon (a} a written finding by
the Operating Board that the proposed interconnection with an adjacent
Wholesale Customer is feasible taking into account Water Utility's capabilities,
limitations and obligations, (b) a written finding by the Operating Board that such
interconnection benefits the Seattle Water Supply System and (c) a written
demand of the Operating Board that Water Utility carry out the interconnection,
Water Utility shall be required to interconnect its facilities to the adjacent
Wholesale Customer for the purpose of supplying water to that Wholesale
Customer through the distribution system of Water Ultility, provided that the
interconnection shall be performed in a location and according to a schedule
which does not unduly disrupt Water Utility's operations.

4. Payment and Indemnity. Water Utility shall be paid its actual costs of providing
such interconnection and water transmission service to the adjacent Wholesale

Customer, plus a reasonable amount for overhead, administration and rate of
return (equal to Rate of Return on Investment) on such costs, and Water Utility
shall be indemnified from any liability that may result from providing such
interconnection. The Operating Board may adopt a standard methodology for
calculating costs that ensures that Water Utility is fairly compensated for such
service.
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| IILD. Development of Regional Supply and Transmission Infrastructure

Final decisions and authority to approve construction of capital infrastructure related to
the Seattle Water Supply System shall rest with the Seattle City Council. Capital
construction activities include all renewals, replacements, upgrades, expansion and any
other capital construction activities.

111L.E. Meteriﬂg Equipment

Seattle shall own and maintain appropriate metering devices to measure the amount of
water delivered to Water Utility pursuant to this contract. At Water Utility's request and
expense, Seattle shall install and maintain equipment selected by Water Utility and
approved by Seattle to transmit signals to Water Utility's recording equipment (at
locations determined by Water Utility) of the amount of water delivered as measured by
Seattle’s meter(s).

Until such time as Seattle determines it to be economical to install metering devices to
measure the amount of water delivered from the Seattle Water Supply System to Seattle’s
distribution system, the amount of water delivered to the Seattle distribution system shall
be measured indirectly by subtracting the metered water delivered to all of Seattle’s
Wholesale Customers from 98% of the total amount of water exiting Seattle’s sources of
supply as measured by the supply meters.

SECTION1V. COST OF WATER & TRANSMISSION

Cost-based rates are a water industry accepted practice and the historical practice of
Seattle and the Wholesale Customers. The rate-making principles, policies and
methodologies set forth in this Section IV are intended to meet the objective of equitable
and cost-based rates.

IV.A. Rate-making Principles

The following general principles and policies shall apply to the establishment of all rates
and charges for water supply and related services hereunder beginning on January 1,
2002. Prior to that date, the pricing method of the 1982 Water Purveyor Contract shall be
maintained. '

1. No expenses attributable to electric power development maybe allocated to the
cost pools identified herein unless the pools are allocated a commensurate share
of revenue derived from such development.

2. Seattle shall utilize generally accepted accounting principles consistently applied
as a basis for developing the financial information upon which rates and charges
are based.
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3. Abrupt changes in financial policies should be avoided.

4, The rate structure should encourage the efficient use of water, conservation and
the timely development of new environmentally responsible water sources and
should incorporate seasonal rates and other pricing approaches to encourage
efficient use.

5. The rate structure should be innovative, flexible and adaptive whenever it is cost
effective and beneficial in furthering the rate-making policies.

6. The rate structure should be simple to administer and easily understandable.

7. The rate structure should be fair and equitable while the balancing the needs of all
parties.

8. Capital costs which benefit only a new Wholesale Customer shall be allocated to

that customer and not to any cost pool described in this contract.

9. Seattle's distribution system which serves its retail customers shall be treated as
the equivalent of a Wholesale Customer of the Seattle Water Supply System for
the purpose of charging Seatile the same wholesale rates and charges as Water
Utility for water supply and transmission. Costs calculated under the costs pools
described below shall apply equally to Water Utility and to Seattle's distribution
system, which serves its retail customers.

10.  The allocation of costs associated with capital construction activities within the
Seattle Water Supply System shall be the responsibility of the Operating Board.
The Operating Board shall use its best efforts to determine and approve a cost
allocation method for infrastructure projects prior to the capital project obtaining
construction approval from the Seattle City Council. Failure of the Operating
Board to determine and approve a cost allocation method shall not hinder the
Seattle City Council from approving capital infrastructure projects in order to
assure Seattle’s ability to fulfill the requirements of this contract.

11. The purveyor balance account as that term is defined in the 1982 Water Purveyor
Contract between Seattle and Water Utility shall be credited to the Wholesale
Customers in a ratable and equitable manner commencing with the application of
rate making policies and framework.
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IV.B. Rate-making Framework

Subject to the foregoing principles, wholesale rates and charges for the services described
in this contract shall be developed by Seattle based on the following framework:

L. er Su d_Transmission i The costs of water supply and
transmission of water shall be accounted for separately in the water supply and
transmission cost pools described below. The price for each service shall be
recovered through separate rates for each service. All direct costs incurred in
providing water supply and transmission services shall be allocated to the
appropriate cost pool and recovered through the rates for each service. In
addition, certain indirect costs consisting of a reasonable overhead and
administration cost shall be allocated to the appropriate cost pool and recovered
through rates for each service.

2. Water Supply - Basic and Elective Services, The costs of supplying water falls

into two categories — basic and elective services. Basic service costs includes
direct and indirect costs attributable to the delivery of water to the Wholesale
Customers and to Seattle’s retail service area pursuant to the foregoing principles.
Elective services are optional services, such as water quality laboratory services
and specific engineering support that Seattle makes available.

3. Conservatjon, Costs incurred by Seattle for regional conservation éhall be
allocated to the Wholesale Customers through rates or FCs as determined by the
Operating Board in the New Supply Cost Pool.

IV.C. Water Supply Pricing — Basic Services

1. Lwo Water Supply Cost Pools. For the purposes of determining costs of water

supply, there shall be two cost pools: An existing supply cost pool ("Existing
Supply Cost Pool") and a new supply cost pool (" New Supply Cost Pool").

a. Existing Supply Cost Pool. The Existing Supply Cost Pool shall be

accounted for as follows:

1. A basic services rate for water supply shall be levied to recover the full
costs of operating maintaining and replacing the Existing Supply
Resources incurred by Seattle.

ii. All conservation programs undertaken by Seattle prior to the effective
date of this contract with the exception of the costs of the 1% Program
from January 1, 2002 through 2010, shall be considered an Existin
Supply Resource cost. .
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iii. Renewal and replacement of Existing Supply Resources will be an
Existing Supply Resource cost.

b. New Supply Cost Pool. The New Supply Cost Pool shall be accounted for
as follows:

i. Water supply resources developed in the future ("New Supply
Resources™) that expand the capacity of the Seattle Water Supply
System, including the costs of the 1% conservation program from
January 1, 2002 through 2010 and a portion of the cost of the Tacoma
Second Supply Project (as allocated from the Tacoma Second Supply
Project Cost Pool as set forth in Section IV.E. 7), shall be included in
the New Supply Cost Pool. If any portion of a New Supply Resource
project enhances reliability of Existing Supply Resources, the costs
thereof may be allocated to the Existing Supply Cost Pool if the
Operating Board and Seattle both agree.

ii. The cost of New Supply Resources plus Rate of Return on Investment
may be recovered through FCs charged annually to the holders of Full
Requirements Contracts, Partial Requirements Contracts and Seattle or
through new supply rates based on the costs of such facilities. Such
costs which are not recovered on an annual basis through FCs shall be
recovered through new supply rates. The new supply rate shall be
applied to all holders of Full Requirements Contracts and Partial
Requirements Contracts and Seattle.

iii. The Operating Board shall determine the portion of the New Supply
Resource costs that shall be recovered through FCs or through new
supply rates. The FCs and new supply rates may be scalable to create
an incentive for developers to build housing or commercial units with
efficient water usage levels. Water Ultility, as well as each other
Wholesale Customer and Seattle in setting rates for retail customers
shall be free to choose the method of incorporating FCs or new supply
rates into their own retail rates and charges.

iv. Holders of Full and Partial Requirements Contracts who have not
purchased water from Seattle under the 1982 Water Purveyor Contract
between Seattle and the Wholesale Customer shall be assessed the full
marginal costs of the operation, including Rate of Return on
Investment, of the New Supply Facilities. This assessment may be
satisfied by either paying FCs and new supply rates or arranging a
special water supply rate in lieu of paying FCs.

c. Emergency, Surcharge, In the event of a drought, catastrophe or other
extraordinary condition that requires emergency expenditures to maintain
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a sufficient water supply, Seattle may impose an emergency surcharge on
all holders of Full and Partial Requirements Contracts in order to pay for
such expenditures and/or maintain financial stability of the Seattle Water
Supply System. Any such emergency surcharge shall be presented to the
Operating Board prior to adoption by Seaitle. Seattle shall consider the
comments of the Operating Board but shall nevertheless have the full
authority to adopt the charge.

IV.D. Transmission Pricing - Basic Services

2, [wo_Transmission Costs Pools. For purposes of determining the cost of the

transmission of water to the Wholesale Customers there shall be two transmission
cost pools consisting of an existing transmission cost pool ("Existing
Transmission Cost Pool") and a new transmission cost pool ("New Transmission
Cost Pool").

isti ransmissi st Pool. Costs to be allocated to the Existing
Transmission Cost Pool shall consist of the following: operation,
maintenance, repairs and replacements to the Seattle Transmission Facilities.

i. The Seattle Transmission Facilities are owned and operated as a
regional network by Seattle to convey water to Wholesale Customers
and to Seattle’s distribution system. Therefore, the price of
transmission for Seattle water transmitted within the Seattle
Transmission Facilities shall be calculated on the same basis to holders
of Full Requirements Contracts and Partial Requirements Contracts
and to Seattle,

ii. Costs incurred for purposes of transmission reliability may be included
in the Existing Transmission Cost Pool subject to the approval of the
Operating Board and Seattle.

b. New Transmission Cost Pool. The cost of new transmission facilities shall be

included in the New Transmission Cost Pool. The renewal, replacement or
modification of existing transmission facilities which create an expansion of
transmission capacity may be allocated to the New Transmission Cost Pool.

The Operating Board shall decide what portion of costs of renewal,
replacement or modification of transmission facilities may be treated as new
transmission costs and the portion of the cost of a transmission project that
extends the geographic extent of the transmission system that shall be
recovered through the New Transmission Cost Pool or from a new Wholesale
Customer. Except for costs allocated specifically to a specific Wholesale
Customer, New Transmission Cost Pool costs shall be recovered through new
transmission rates or FCs. The new transmission rate shall be applied in a
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uniform manner to all holders of Full Requirements Contracts and Partial
Requirements Contracts and Seattle.

2. emand Char

a. Seattle may adopt a demand charge in accordance with the methodology
described in Exhibit III. The demand charge rate (i.e., dollars per 1000
gallons of deficient storage) shall be based on the equivalent cost of providing
the deficient storage.

b. The proceeds of the demand charge will be treated in rate setting as a credit to
the New Transnission Cost Pool.

c. Seattle shall suspend the demand charge rate in the event of emergencies and
unforeseen conditions.

3. Cost of New or Changed Service Connection. If Seattle changes the location of
the Service Connection to Water Utility for Seattle’s benefit, then Seattle shall

pay the cost and it shall be included in the appropriate transmission cost pool. If
Water Utility requests the change in location, then Water Utility shall pay the cost
of the new connection.

IV.E. Allocation of Costs and Revenues into Cost Pools

1. Accounting. Seattle shall maintain a cost accounting system consistent with the
provisions of this contract and generally accepted accounting principles
consistently applied in developing the financial information for determining the
costs of construction, replacement, maintenance and operation of the facilities in
each cost pool.

a. Asset Accounts. An asset account shall be maintained for each facility and
within that account Seattle shall record the original cost of that facility plus
betterments and less retirements.

b. Depreciation. Facilities shall be depreciated according to Standard Water
System Asset Lives and a record of life-to-date depreciation shall be
maintained for each facility. No depreciation shall be recorded in the first
calendar year of operation of a facility. A full year’s depreciation shall be
recorded in every subsequent year.

c. Net Book Value. The net book value of any facility shall the be its original
cost plus betterments and less retirements as recorded in its facility asset
account, less life-to-date depreciation.
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2. Infrastructure Costs. Each cost pool shall include the infrastructure costs for its
respective facilities, calculated on a utility, cash or other basis depending upon the
facility and the cost pool as set forth below.

a. Utility Basis. The utility basis shall be used to calculate the infrastructure
costs for all Existing Supply Facilities and Existing Transmission Facilities, as
well as their replacements and betterments. The utility basis may also be used
for new supply facilities and new transmission facilities in Seattle’s discretion.
Under the utility basis, the infrastructure cost for a facility in any year shall be
the sum of (i) the annual depreciation expense recorded for that facility and
(i1) the product of the net book value of that facility and the Rate Of Return
On Investment.

At Seattle's discretion, interest costs may be constdered current infrastructure
costs during the construction of a facility. However, any such interest costs
must be considered contributions in aid of construction, and not included in
the Net Book Value of the facility for purposes of calculating Utility Basis
costs in future years.

b. Cash Basis. The cash basis may be used in Seattle’s discretion for new supply
facilities and new transmission facilities, or a portion thereof. Under the cash
basis, the infrastructure cost for a facility in any year shall be the actual cash
expenditure made by Seattle in that year for either the payment of construction
costs or actual principal and interest costs on debt issued to finance its
construction. In the event that the depreciation lifetime of the facility is less
than the term of the debt issued to finance all or a portion of the facility, debt
maturifies will be selected such that the construction cost of the facility will be
fully amortized at the end of its depreciation lifetime.

c. Other Basis. Seattle, with the approval of the Operating Board may determine
one or more other bases on which to calculate infrastructure costs and may
apply these bases to facilities in the New Supply and New Transmission Cost
Pools.

3. Operations Costs. The costs of operating the assets assigned to a cost pool shall
be included in the cost pool. The annual operations costs of a cost pool shall be
the labor, materials, equipment and other direct costs required for the operation
and maintenance of the facilities in that cost pool, together with any net profit or
expense from the disposition of facilities tn that pool. Operations costs shall
include the cost of general and administrative overhead applied in a manner
consistent with its application to facilities construction projects.

a. Existing Supply Operations Costs. The parties agree that an efficient way of
handling operations costs for the Existing Supply Cost Pool shall be as

follows: The Operations Cost base in the Existing Supply Cost Pool for the
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year 2001 shall be $17,780,262.00. In each succeeding year, the amount from
the previous year shall be adjusted by the percentage increase in cost in the
supply cost centers identified in Exhibit IX, except that the increase in
treatment operations costs caused by the first full year start-up of the Cedar
Treatment Plant at Lake Youngs in or around 2005 shall not be included in the
percentage adjustment. Any increase in Cedar Treatment operations costs for
the first full year of operation of the plant shall instead be added directly to the
Operations Cost total from the prior year as adjusted by the index. For each
year after the first full year of operation, increases in Cedar Treatment
operations costs shall be included in the adjustment index. ‘

b. Existing Transmission Operations Costs, The parties agree that an efficient

way of handling operations costs for the Existing Transmission Cost Pool
shall be as follows: the Operations Costs base in the Existing Transmission
Cost Pool for the year 2001 shall be $4,531,931.00. In each succeeding year,
the amount of these costs from the previous year shall be adjusted by the
percentage increase in cost in the transmission cost center identified in Exhibit
IX.

c. New Supply Operations Costs. The operation costs of the 1% Program after
January 1, 2002 and the Second Supply Project, together with the costs of

operating facilities assigned to the New Supply Cost Pool and any other costs
approved by the Operating Board, shall be assigned to the New Supply Cost
Pool. The base for operations costs for 2001 for the 1% Program shall be
$1,326,712.00. This amount shall be adjusted in each succeeding year by the
percentage Increase in cost in the “1% Conservation™ cost center as identified
in Exhibit IX.

d. New Transmission Operations Costs. The actual costs of operating facilities

assigned to the New Transmission Cost Pool and any other costs approved by
the Operating Board, shall be assigned to the New Transmission Cost Pool.

4. Disposition Costs. The costs of disposing of assets within a cost pool shall be
included in the cost pool. Net disposition costs shall be calculated as follows:

a. Disposition Under the Utility Basis. The net book value of the facility, less -

any sales, salvage, or other revenues derived from the disposition of that
facility.

b. Disposition r th 1s. The value of principal of unpaid maturities
of debt used to finance the construction cost of the facility, less any sales,
salvage or other revenues derived from the disposition of that facility.

c. Disposition Unde er_Basis. Disposition of any facilities whose
infrastructure costs are calculated on another basis under section IVE..2.c.
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above shall be determined by the parties as part of the definition of such other
basis. A

5. Creation of Additional Cost Pools. Seattle, in its discretion, may create additional

cost pools to provide equity and flexibility in payment arrangements and the
allocation of costs as the Seattle Water Supply System expands to include new
infrastructure and new customers. The costs in an additional cost pool, or a
portion thereof, may be added to an existing cost pool subject to the consent of the
Operating Board if the costs to be allocated satisfy the criteria for accounting in
the existing cost pool.

6. Tacoma Second Supply Project Cost Pool. The Tacoma Second Supply Project

Cost Pool shall be an Additional Cost Pool. The Tacoma Second Supply Project
Cost Pool shall contain the infrastructure and operations costs associated with the
Tacoma Second Supply Project. The New Supply Cost Pool shall be allocated
that portion of the Tacoma Second Supply Project costs commensurate with the
proportion of the benefits of the project received by Wholesale Customers with
Full and Partial Requirements Contracts.

7. Facilities Charge Revenues. Supply FC revenues shall offset infrastructure costs
in the News Supply Cost Pool allocated to the Supply FC by the Operating Board.

Surpluses and deficits in actual Supply FC revenues over cost allocated to the
Supply FC shall be carried forward and eamn simple interest at Seattle’s Average
Cost of Debt. Any current-year deficit (including any surplus balance available
from previous years) shall be paid by rates for the New Supply Cost Pool. New
Supply Cost Pool rates shall be discounted by surplus Supply FC revenues until
any deficit Supply FC balance is repaid, except the amount of this discount shall
not exceed, without the agreement of the Operating Board, twice the maximum
annual deficit paid by the rate for the New Supply Cost Pool in any one year. In
the event that Supply FC surplus balances exceed the Net Book Value of assets
whose costs are allocated to the Supply FC, the difference between the Supply FC
balance and the Net Book Value of these assets shall be used to discount the rate
for the New Supply Cost Pool (and the Supply FC surplus balance shall reduced
by the amount of this discount). The use and accounting for transmission FCs
shall be done in a like manner to supply FCs. Seattle and Water Utility agree that
FC revenues are the sole property of Seattle.

8. Allocation of Cost Pools by Customer Class. The costs in cost pools shall be

allocated within the pools as follows:

a. Allocation of Existing Supply Cost Pool. The total cost of the Existing

Supply Cost Pool shall be allocated to two customer classes as follows:
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i. Block Purchase Customer Class. The portion of costs in the Existing
Supply Cost Pool allocated to holders of Block Purchase Contracts

shall be determined pursuant to those contracts.

1. Full and Partial Requirements Customer Class. The holders of Full

Requirements Contracts and Partial Requirements Contracts and
Seattle shall be allocated the remaining costs in the Existing Supply

Cost Pool.

b.  Allocation of New Supply Cost Pool. The costs allocated to the New Supply
Cost Pool shall be:

i. Block Purchase Customer Class. The holders of Block Purchase

Contracts shall be allocated no costs from the New Supply Cost Pool.

i1 Full and Partial Requirements Customer Class. The holders of Full

Requirements Contracts and Partial Requirements Contracts and
Seattle shall be allocated all costs in the New Supply Cost Pool.

¢. Allocation of Existing Transmission Cost Pool. The costs of the Existing

Transmission Cost Pool shall be allocated as follows:

1. Block Purchase Customer Class. The proportion of costs in the

Existing Transmission Cost Pool allocated to holders of Block
Purchase Contracts shall be determined pursuant to those contracts.

11 Full and Partial Requirements Customer Class. The holders of Full

Requirements Contracts and Partial Requirements Contracts and
Seattle shall be allocated the remaining costs in the Existing
Transmission Cost Pool.

d. Allocation of New Transmission Cost Pool.
i. Block Purchase Customer Class. The holders of Block Purchase

Contracts shall be allocated no costs from the New Transmission Cost

Pool.
1 Full and Partial Reguirements Customer Class. The holders of Full

Requirements Contracts and Partial Requirements Contracts and
Seattle shall be allocated all costs in the New Supply Cost Pool.

e. Allocation of Additional Cost Pools. The costs in any additional cost pool

created by Seattle pursuant to the terms of this contract, or portion thereof,
may be allocated to an existing cost pool identified above with the consent of
the Operating Board.
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9. Facilities Charges. If Seattle establishes FCs as authorized herein, then such
charges shall be calculated as follows:

a. ERU Definition. Seattle shall develop a definition of an Equivalent
Residential Unit (“ERU”) based on meter size as set forth in Exhibit Vi,
number of residential units, water use, or other basis which shall be consistent
with accepted industry standards. The Operating Board shall have the right to
review and comment on the definition and Seattle shall consider the Operating
Board's comments.

b. Record-Keeping. Water Utility shall provide Seattle with an annual
accounting of its water connections by January 31* of each year, which shall
be accurate as of December 31* of the preceding year. Water Utility shall
report the size of the meter and other pertinent data such as the number of
residential units or square footage served or water use. Seattle shall provide
Water Utility with an annual accounting of its retail service connections on the
same basis. Upon reasonable notice, Water Utility shall make its billing and
connection records available to Seattle for inspection and copying during
normal business hours, and Seattle’s billing and connection records shall be
made available to Water Utility on the same basis.

C. nual Calculati f ERUs. Until such time as Seattle develops another
basis, the calculation of ERUs in any year shall be the greater of:

1. Method One: The annual growth in the number of meters installed by
Water Utility during the year taking into account the size of each
meter, or

ii Method Two: The annual growth in total water consumption of Water
Utility divided by the annual average use of a single-family residential
household of Seattle and all of its Wholesale Customers. The average
annual growth shall be measured by a rolling three-year average of the
most recent three years. Water use resulting from catastrophes, e.g.
large fire, shall be excluded for purposes of this calculation.

d. Imposition of Facilities Charges. Seattle shall collect and Water Utility shall

pay FCs based on the number of ERU's added during the previous month
determined by the number of meters installed. Seattle shall pay FCs into the
accounts of the Seattle Water Supply System on the same basis. Seattle shall
prepare and distribute a report no later than March 31* of each year showing
the ERU count of Seattle and each Wholesale Customer on such basis for the
previous year and each year since the effective date of this contract.
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Beginning in the June billing for each year, a truing charge for any
underpayment of ERUs taking into account method two described above shall
be added to Water Utility’s bill in six equal installments.

e. Emergency Situations. Water Utility and Seattle agree that emergency
situations may arise that require a Partial Requirements Customer to

temporarily demand water in excess of its long-term annual demand. In the
event of an emergency, Seattle may suspend the use of Method Two identified
above in the calculation of the ERU count for any such Partial Requirements
Customer for a peried not longer than two consecutive years.

10.  Rate Setting. The structure of FCs water rates for water charged to the holders of
Full Requirements Contracts and Partial Requirements Contracts shall be
determined by Seattle, in its sole discretion, except that the price may not, without
the consent of Water Utility, be set to collect more than the costs forecast under
Section IV hereof and Rate of Return on Investment. FCs shall be calculated as
set forth on page 1 of Exhibit V1.

11.  Cost Audit. At the end of each fiscal year, Seattle shall provide a statement of
actual costs allocated to each cost pool and other costs and revenues received,
which statement may be audited by an external auditor selected by the Operating
Board. In addition, Water Utility may have the statement audited by an external
auditor of it’s choice, solely at Water Utility’s expense.

12, Transition. Notwithstanding the foregoing, Water Utility and Secattle agree that it
is appropriate to adjust certain terms of this contract for the period commencing
with the date of this contract to December 31, 2011 ("Transition Period").

a. Waiver of Supply FCs. Seattle shall not levy Supply FCs on Water Utility as
long as the amount of water it purchases from Seaitle does not exceed its old

water allowance under the 1982 Water Purveyor Contract. This waiver shall
continue until the earlier of (i} January 1, 2012; or, (i) the year in which the
average annual water demand of Water Utility exceeds its old water
allowance.  This waiver, however, shall not relieve Water Utility from the
record-keeping requirement of subsection 9 above.

b. Transition Growth Surcharge. A transition growth surcharge of $0.60 per

CCF shall be applied to the rates of Water Utility for delivery of water in
excess of the old water allowance of the 1982 Water Purveyor Contract for the
Transition Period. The revenue from this surcharge shall be used to discount
the base rates of the holders of Full and Partial Requirements Contracts by not
more than $0.16 per CCF. In the event that the revenues generated by the
surcharge exceed those required to fund the discount, Seattle may keep the
difference.
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IV.F.

IV.G.

IV.H.

Elective Services

Water Supply Services. Seattle may provide certain elective services (e.g.

conservation, engineering) to Water Utility upon request by Water Utility. Such
services shall be negotiated and contracted for separately between Water Utility
and Seattle.

[ransmission Wheeling. In consultation with the Operating Board, excess
transmission capacity may be made available by Seattle for a fee for purposes of

wheeling water between points within the Seattle Water Supply System to Water
Utility or to others.

Water Quality. So long as Seattle owns and operates a water quality lab, Water
Utility may use the services of that lab based on its published rates.

Rate Adjustment

Rate Adjustment. Upon 120-days notice of its intent to do so, Seaitle may adjust
water service rates and FCs to Water Utility subject to the terms of this contract.

Rate adjustments will be effected only within five years of the completion of a

cost of service study to be conducted by Seattle which shall include an analysis of
the allocation of operation, maintenance and capital costs between cost pools,
Such study shall be prepared in accordance with accepted industry standards. In
addition, Seaitle shall review the Operating Board’s comments and
recommendations on the rate proposal and provide a written explanation of any
recommendations that are not accepted.

Rate Consultant. An independent rate consultant shall be selected by Seattle in
consultation with the Operating Board. Detailed information and progress reports
from the consultant will be made to Water Utility during the course of the study
upon drafting of each major study section directly affecting Water Utility and
other Wholesale Customers. A final consultant report shall be made available to
Water Utility not less than 30 days before Seattle formally transmits any resulting
rate adjustment proposal to the Operating Board.

Retail Rate-Setting

Each party to this contract shall have sole authority for establishing retail rates,
connection charges and other fees and charges within its respective jurisdiction.

IV.IL

Truing Actual Costs and Actual Revenues

A mechanism for reconciling revenue targets for the various cost pools and the actual
revenues received during each year shall be implemented by Seattle as follows:
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1. For each previously identified class of customers in each cost pool, Seattle shall
maintain a running balance of the excess or deficit of actual rate revenues
collected less actual expenses incurred. Each balance shall earn simple interest at
the rate of Seattle’s Average Cost of Debt. At the end of each year, each balance
shall be adjusted to reflect the operating results of that year. The statement of
these balances shall be reviewed and approved by an external auditor.

2. FC balances shall be carried forward as set forth in Section IV.E.7.

3. Each wholesale rate study shall adjust rates to eliminate the cost pool balances.
ERU fees shall be based on the costs of increments in supply and transmission
capacity, and shall not be adjusted to reflect surpluses or deficits in FC revenues.

SECTIONY. OPERATING BOARD

1. Purpose. The purpose of the Operating Board is to provide certain limited
authority to a board of representatives elected by the Wholesale Customers over
policy and operational matters as they affect the Seattle Water Supply System.

2. Structure_and Authority. The Operating Board shall have the powers and

authority as set forth herein. Exhibits IV and V describe the structure and
authority of the Operating Board. The matrix provided in Exhibit V is for
illustrative purposes only. In the event of a conflict between provisions of this
contract which grant specific powers to the Operating Board and Exhibits IV and
V, such grants of specific powers shall control. The Operating Board shall not be
formed until such time as there are six (6) signatories to Full or Partial
Requirements contracts, or January 1, 2002, whichever comes first.

3. Review, The structure and authority of the Operating Board may be reviewed as
of January 1, 2007 and every five years thereafter to determine its effectiveness
in addressing regional and contractual issues. The review may address the
composition of the Board and its powers and authority as set forth in Exhibits IV
and V, provided that notwithstanding any other term or provision of this contract,
Seattle shall not have the power to disband the Operating Board nor take away or
diminish the powers vested in the Operating Board as set forth in Sections II, III
and IV of this contract. Either party may initiate the review. The reviewing party
shall provide the other with its comments and proposals. The parties agree to
consider the other party's comments and proposals and to respond in Writing
stating its reasons for rejecting any proposals and the reasons for its own counter-
proposal. After consideration of all comments and proposals at each five year
interval, Seattle may make changes in the structure and authority of the Operating
Board that are not inconsistent with the provisions of this subsection.
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SECTION VI.  PLANNING
VI.A. Reporting of Planning Data

1. By no later than April 1 of each year, Water Utility shall report to Seattle and the
Operating Board as follows:

a. Its annual and peak day total system demand for each year, during the term of
this contract, as of December 31* of the previous year.

b. TIts forecast of Full Water Requirements for the year including estimates of
annual water consumption and maximum 24-peak demand for the ensuing
calendar year, and for the fifth, tenth, and fifteenth year in the future. Such
forecasts shall reflect the best judgment of Water Utility.

2. Water Utility shall report other data relating to water supply and demand as may
be reasonably requested by Seattle for water planning purposes.

3. Records relevant to water supply and consumption within the possession of
Seattle or Water Utility shall be provided to the other upon reasonable request.

VLB. Submittal of Water Utility Comprehensive Plans

Water Utility shall provide a copy of its water comprehensive plan, including any
amendments, to Seattle for inclusion in Seattle’s Water System Comprehensive Plan.

VI.C. Seattle as Water Planning Agency

Seattle shall be the lead agency and primary planning authority for the purposes of
fulfilling its obligations to provide for the Full Water Requirements of Water Utility.
Seattle, in consultation with the Operating Board, shall examine and investigate water
supplies suitable and adequate to meet the present and reasonable future needs of Seattle
and the Wholesale Customers. Seattle shall prepare and adopt a plan for acquiring such
water supplies in a timely fashion. The plan shall provide for the lands, waters, water
rights and easements necessary therefor, and facilities for retaining, storing and
delivering such waters, including dams, reservoirs, aqueducts and pipelines to convey
same throughout the Seattle Water Supply System. In preparing or adopting the plan,
Seattle shall consider as possible alternatives or additional water supply sources the
acquisition of water from sources controlled and/or developed by individual water
utilities, legally constituted groups of water utilities and utilities which are not presently
supplied by the Seattle Water Supply System. Seattle has final responsibility for the plan
and for fulfilling the obligations of this contract. However, the Operating Board may
participate in developing the plan by proposing goals and objectives for the Seattle Water
Supply System, by making any additional suggestions and by acting in a review capacity.
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VLD, Comprehensive Capital Facilities Plan

Before ordering any major improvements to fulfill the requirements of this contract,
Seattle shall adopt and maintain a comprehensive capital facilities plan for the Seattle
Water Supply System, which provide for such improvements. When such plan is updated
or amended, it shall be reviewed by the Operating Board prior to submission to the
Seattle City Council. The Operating Board shall respond within 60 days of receipt of the
plan, or its approval shall be presumed to be given. The response submitted by the
Operating Board regarding facilities substantially affecting Water Utility and other
Wholesale Customers shall be seriously considered by Seattle. Seattle shall reply to the
Operating Board within 90 days with its comments. The Operating Board and Seattle
shall use their best efforts to arrive at a mutually acceptable plan.

VLE. Emergency Planning

An emergency plan shall be prepared and maintained by Seattle as part of its Water
System Comprehensive Plan to provide for water supply in the event of drought or
disaster. Such plan shall be prepared pursuant to the procedure outlined in Section V1.D.
Water Utility shall use reasonable efforts to comply with the provisions of such plan, or
alternatively, Water Utility may adopt its own emergency plan if it believes it is prudent
to do so.

SECTION VII. PAYMENT
VILA. Collection of Money Due City

Seattle shall bill Water Utility on a monthly basis for all charges due under this contract.
Water Utility shall pay such charges within 60 days of the billing date. Any amounts
disputed by Water Utility shall be paid under protest within the 60-day time period,

VILB. Penalties for Late Payment

All late payments, and any refund of an amount in dispute that was paid under protest,
shall accrue interest at 1% per month, '

VIL.C. Disputes

Water Utility may dispute the accuracy of any portion of charges billed by Seattle by
taking the following actions within the 60-day payment period by notifying Seattle in
writing of the specific nature of the dispute and paying the undisputed portion of the
charges.
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Seattle shall consider and decide any billing dispute in a reasonable and timely manner.
Any billing disputes that remain after such consideration shall be reconciled pursuant to
the dispute resolution procedures of this contract.

SECTION VIII. CONTRACT AMENDMENTS

Seattle shall notify Water Utility and all other holders of Full Requirements Contracts of
any amendments to such contracts within 30 days of the execution of such amendment.
Water Utility shall then have 90 days to decide whether to include such amendment in
this contract by giving written notice to Seattle of its election to do so. Upon the issuance
of such notice, Seattle shall issue the amendment to Water Utility and the amendment
shall be final and binding upon both parties upon mutual execution.

SECTIONIX. DISPUTE RESOLUTION
Dispute resolution shall proceed in four steps as follows:
IX.A. Operating Board Review

Any dispute regarding the terms of this contract shall first be referred to the Operating
Board for consideration and recommendation. Each party shall submit a written statement
regarding the dispute to the Operating Board.

1. If the dispute cannot be resolved in discussions with the Operating Board, then the
Operating Board shall provide written recommendations to each parties within 60
days of the above submittal setting forth its interpretation of the applicable facts
and law.

2. If either party rejects the written recommendation of the Operating Board, that
party shall within 10 days, notify the other party in writing of its reasons.

IX.B. Seattle City Council Review

The written statements of the parties, the recommendations of the Operating Board and
the written reasons for either party’s rejection of those recommendations shall then be
submitted to the Seattle City Council for review.

1. Within 60 days of the submittal of the written materials, the Seattle City Council
shall provide written recommendations to resolve the dispute.

2. If either party rejects the written recommendation of the Seattle City Council, that
party shall within 10 days notify the other party in writing its reasons.
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IX.C. Non-binding Mediation

Within 10 days of receiving the written rejection of the Seattle City Council’s
recommendations by one or both parties, each party shall designate in writing not more
than 5 candidates it proposes to act as a non-binding mediator.

1. If the parties cannot agree on one of the mediators from the combined Hst within 5
days, the Operating Board shall within an additional 5 days select one of the
mediators from either list to serve as mediator.

2. Upon selection of the mediator, the parties shall use reasonable efforts to resolve
the dispute within 30 days with the assistance of the mediator.

IX.D. Resort to Litigation

If mediation fails to resolve the dispute within 30 days of selection of the mediator, the
parties may thereafter seek redress in court subject to Section X.H. below.

SECTION X. MISCELLANEOUS

X.A. Notification

Whenever written notice is required by this contract, that notice shall be given to the
following representatives by actual delivery or by the United States mail (registered or

certified with return receipt requested,) addressed to the respective party at the following
addresses or a different address hereafier designated in writing by the party):

SEATTLE: WATER UTILITY:
Director Manager

Seattle Public Utilities Coal Creek Utility District
Dexter Horton Building, 10™ Floor 6801 132" P. S.E.

710 Second Avenue Newcastle, WA

Seattle, WA 98104 98059

The date of giving such notice shall be deemed to be the postmarked date of mailing.
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X.B. Severability

The purpose of this contract is to provide for long-term water supply planning and
certainty for both Seattle and Water Utility through adoption of orderly plans calling for
the expenditure of vast sums of money for regional water supply and transmission
facilities. It is the intent of the parties that if any provision of this contract or its
application is held by a court of competent jurisdiction to be illegal, invalid, or void, the
validity of the remaining provisions of this contract or its application to other entities, or
circumstances shall not be affected. The remaining provisions shall continue in full force
and effect, and the rights and obligations of the parties shall be construed and enforced as
if the contract did not contain the particular invalid provision; provided, however, if the
invalid provision or its application is found by a court of competent jurisdiction to be
substantive and to render performance of the remaining provisions unworkable and non-
feasible, 1s found to seriously affect the consideration and is inseparably connected to the
remainder of the contract, the entire contract shall be null and void.

X.C. Consent

Whenever it is provided in this contract that the prior written consent or approval of
either party is required as a condition precedent to any actions, in each such instance said
consent or approval shall not be unreasonably withheld, and in each such instance where
- prior consent is sought, failure of the party to respond in writing within 90 days of the
request shall be deemed as that party's consent or approval unless expressly stated herein.
This provision does not apply to requests for amendments of this contract.

X.D. Emergency Situations

Nothing in this coniract shall be deemed to preclude either party from taking necessary
action to maintain or restore water supply in emergency situations and such action shall
not be deemed a violation of this contract.

X.E. No Joint Venture - Individual Liability

This is not an agreement of joint venture or partnership, and no provision of this contract
shall be construed so as to make Water Utility individually or collectively a partner or
joint venturer with any other Wholesale Customer or with Seattle. Neither party is an
agent of the other. Neither Seattle nor Water Utility shall be liable for the acts of the
other in any representative capacity whatsoever.

X.F. Complete Agreement

This contract represents the entire agreement between the parties hereto concerning the
subject matter hereof. This contract may not be amended except as provided herein.
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X.G. Relinguishment of Prior Contract

Upon entering into this contract, Water Utility relinquishes its then existing 1982 Water
Purveyor Contract with Seattle and the terms and conditions of that 1982 Water Purveyor
Contract shall have no further force and effect.

X.H. Venue, Jurisdiction and Specific Performance

In the event of litigation between the parties, venue and jurisdiction shall lie with the
King County Superior Court of the State of Washington. The parties shall be entitled to
specific performance of the terms hereof.

X.1. Default

In the event of default of any provision of the contract, the non-defaulting party shall
issue written notice to the other party setting forth the nature of the default. If the default
is for a monetary payment due hereunder, the defaulting party shall have thirty (30) days
to cure the default. In the event of other defaults, the non-defaulting party shall use its
best efforts to cure the default within ninety (90) days. If such default cannot be
reasonably cured within such ninety (90) day period, the non-defaulting party shall, upon
written request prior to the expiration of the ninety (90) day period be granted an
additional sixty {60) days to cure the default,

X.J. Force Majeur

The time periods for Seattle's performance under any provisions of this contract shall be
extended for a reasonable period of time during which Seattle's performance is prevented,
in good faith, due to fire, flood, earthquake, lockouts, strikes, embargoes, acts of God,
war and civil disobedience. If this provision is invoked, Seattle agrees to immediately
take all reasonable steps to alleviate, cure, minimize or avoid the cause preventing such
performance, at its sole expense.

X.K. Successors

This contract shall inure to the benefit of and be binding upon the parties and their
successors and assigns.

X.L. Exhibits

Exhibits I through IX are attached hereto and are hereby incorporated by reference as if
set forth in full herein.
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SIGNATURE PAGE

IN WITNESS WHEREOQF, the parties hereby execute this contract.

COAL CREEK UTILITY DISTRICT

BY: ‘Z&&.%\W

TITLE:_PRES(DCAT  COAL CREEK  T1L1TY DNIST.
DATE '7/11/ 07

AUTHORIZING LEGISLATION: ORDINANCE/RESOLUTION _ ! g8

THE CITY OF SEATTLE

w. DnaineOada_

Director, Seattle Public UtHities

DATE: W‘a) \\0 . wo\

D

AUTHORIZING LEGISLATION: ORDINANCE 1920 2

FULL REQUIREMENTS CONTRACT
COAL CREEK UTILITY DISTRICT Page 32



II.

IIL.

IV.

VL

VIIL.

VIIL

IX.

IST OF EXHIBITS

Contracts, etc.

Minimum Hydraulic Gradient of Water Supplied
Demand Charge Methodology

Operating Board Structure

Contract Authority Matrix

Calculation of ERU’s as a Part of Facilities Charges
List of Supply Facilities

List of Transmission Facilities

Cost Centers used for Operations Cost Indexes
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EXHIBIT 1

List of documents, commitments, adjustments, reductions, agreements, and/or written
approvals by Seattle regarding the supply, purchase and/or resale of water according to
Sections I.B. and IL.B. of this Contract: -

1. Intertie ements:

a.
b.

C.

2. Independent Well Sources:

ter Suppl tracts To Other Water
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EXHIBIT I1I
DEMAND CHARGE METHODOLOGY

The policy of Seattle Public Utilities is to supply water to its Wholesale Customers at, as
near as is practical, the twenty-four hour average flow rate, during the peak demand
season (June through August). To comply, the Wholesale Customers have to construct
adequate storage volume within their individual systems, or sometimes collectively, so as
to avoid excessive peak flow withdrawals from the Seattle transmission pipelines. The
Demand Metering Program is established to set performance standards, and to monitor
the Wholesale Customer's compliance with this policy. If an individual Water Utility
exceeds the prescribed threshold, a “demand charge” is calculated.

Except where other agreements supersede the provisions of this contract, each Water
Utility shall be subject to a demand charge based on effective deficient storage, as
determined by the peak instantaneous flow rate, and the equivalent financing costs to
provide storage. The demand charge rate (i.e., dollars per 1000 gallons of deficient
storage) shall be based on the equivalent cost of providing the deficient storage. This rate
will be determined as part of each rate study,

The Demand Metering Program is charged with implementation of the “demand charge”
methodology. It shall be the responsibility of the Seattle, in consultation with the
Operating Board, to determine the appropriate means to achieve the program’s purpose.
The options that may be considered range from temporary suspension on a year by year
basis to full activation, as described below.

There shall be no requirement for Seattle to install demand-metering equipment at each
Service Connection in order to assess a demand charge. Seattle may choose to apply
“demand metering” selectively to certain parts of the transmission network that are
designated as “critical” from the standpoint of hydraulic capacity or other operational
considerations. Seattle may choose to apply “demand metering” intermittently in various
parts of the transmission network for the purpose of monitoring for compliance by
individual Wholesale Customers or groups of Wholesale Customers on a given line
segment.
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EXHIBITIY

OPERATING BOARD STRUCTURE

1. Structure. The Operating Board (or “Board”) shall be structured as follows:

a. The Board shall consist of seven (7) members, composed of three members
representing Seattle Public Utilities (SPU), three members representing Seattle’s
Wholesale Customers selected as described below and one independent party
selected as set forth below to be a tie-breaker as needed. Board members shall, to
the best of their ability, act in the best interests of the Seattle Water Supply
System as a whole and shall not represent the interest of a group of utilities or an
individual utility.

b. The term of each Board position shall commence on January 1 and shall be for
four (4) years. Terms of each Board position shall be staggered such that no more
than two positions are renewed in any single year. Board members may serve not
more than three successive terms.

¢. Three Board members representing the Wholesale Customers will be selected
from persons nominated by the holders of Full Requirements and Partial
Requirements Contracts and sorted into three categories based on utility size,
calculated by ERUs. The selected categories will be small, medium and large
utilities, which will be made up from approximately equal numbers of contract
holders. Each category of utility may elect, by majority vote (one vote per utility)
1ts representative to the Operating Board.

d. The initial Operating Board will be created when there are at least six (6)
signatories to the Full and Partial Requirements Contracts or January 1, 2002,
whichever comes first. The initial Board will then be recomposed pursuant to the
above subsection on January 1, 2002 and every 5 years thereafter.

. The seventh member of the Board shall be a person having expertise in the
operations of regional water supply systems. Such person shall be selected by
majority vote of the other Board members. In the event of a deadlock in selecting
the independent representative, the independent board member shall be selected
by Judicial Arbitration and Mediation Services Inc., of Seattle, Washington or its
successor. The seventh member shall not vote on issues coming before the Board
unless there is a deadlock in the voting among the other six Board members. The
seventh member may nevertheless express his or her opinions in Operating Board
discussions. Such member shall have no employment, financial or contractual
relationship with Seattle nor any Wholesale Customer and shall have no other
actual or apparent conflict of interest in holding this position.

]
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2. VYoting Except as otherwise provided above, each member of the Board shall have
one vote on all matters coming before the Board. Each Board member may appoint
an alternate to vote in his or her absence. A quorum of four (4) Board members
present shall be required for any vote. Members of the Board may not grant proxies
for any vote.

3. Chairperson The Board shall have a Chairperson who will be selected and have duties
as defined below:

a. The Chairperson shall be selected at the first regularly scheduled meeting of each
new year.

b. For the initial year, a designated representative of SPU shall be the Chairperson of
the Board. All Chairpersons thereafter shall be selected by the Board using a
nomination and voting process.

c. Nominations for the position of Chairperson shall be taken from Board members.
The Chairperson shall be selected based upon the simple majority vote of Board
members. Should the Board fail to elect a Chairperson at the first regularly
scheduled meeting of the new year, a designated representative from SPU shall be
the acting Chairperson until such time as the Board elects a Chairperson.

d. The Chairperson shall have the responsibility to call meetings, determine the
agenda and preside over meetings. In the absence of the Chairperson, for
whatever reason, a designated representative from SPU shall be the Acting
Chairperson for that meeting. The Chairperson shall also act as the spokesperson
for the Board and liaison between the Administrator and the Seattle City
Council’s Committee on Water Resources and Public Health or successor
committees.

4. Schedule / Procedures. The Board shall adopt a regular meeting schedule and notify
all Wholesale Customers of the schedule. The Operating Board may adopt its own
internal procedures. The latest edition of Roberts Rules of Order shall, in the absence
of agreement by the Operating Board on procedural matters, govern all meetings and
votes of the Operating Board.

5. Reporting. The Board will provide reports to the Wholesale Customers and to the
Seattle City Council Comumittee on Water Resources, or successor City Council
committee, on its decisions and recommendations in a timely manner.

6. Responsibilities and Authority of the Board. The Contract Authority Matrix, attached

as Exhibit V, provides an outline of the responsibilities and authority of the Board for
illustration purposes only. It also provides details of the relationship between the
Operating Board, the Seattle City Council, and the Seattle Public Utilities. Where no
clear responsibility or authority on an issue is established in this contract the
responsibility and authority shall rest with the Seattle City Council.

7. Expenses. The Board shall be authorized to incur reasonable expenses which will be
allocated by the Board to either or both of the New Transmission or Supply Cost
Pools.
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EXHIBIT V]

Calculation of ERUs as a Part Of Facilities Charges

The ERU Fee is;

» the flat debt service payment required to finance the facility providing the ERU over
the lesser of (i) the facility life or (ii) the period over which new demand will fully
utilize the facility’s supply

- divided by -
» the number of new ERU’s of demand expected in each year.

Seattle’s Average Cost of Debt shall be used as the interest rate in this calculation. In the
event that several new supply facilities are added simultaneously, the facilities may be
considered together as providing a total new supply capacity for a total construction cost.

Example: A new facility costing $100 million is built with a capacity of 100,000 ERUs.
Growth of 5,000 ERU’s per year is expected over the next 20 years, so the facility is
projected to be supplying its full capacity in 20 years. Were this facility financed over 20
years at 6% interest, the flat annual debt service payment would be $8.7 million. Each
ERU would cost 0.02% of this annual amount, or about $1,740.

At the time a new supply facility is added, the ERU price for this supply shall be calculated.
This ERU price shall then be averaged with the then-current ERU Fee. This average shall be
weighted by the number of unpurchased ERUs available at the then-current ERU fee and the
number of new ERUs being added at the new ERU price. This weighted average shall be the
new ERU Fee, and the number of ERUs available at the fee shall be the sum of the unsold ERUs
at the previous fee and the ERU capacity of the new facility.

Example: 10 years ago, a $100 million facility was constructed that can supply 100,000
ERU’s. Growth and demand projections have proven accurate, and now 50,000 ERUs
have been purchased, each for $1,740. The facility also has an additional 50,000 ERU’s
still available at the same price. This year, we construct a facility worth $70 million, with
a capacity of 40,000 ERU’s. Based on demand projections, this facility (on it’s own)
would be fully utilized in 10 years, and it’s ERU price is therefore $2,375. The average
price of any of the 90,000 available ERU’s is therefore $2,022.

FULL REQUIREMENTS CONTRACT
COAL CREEK UTILITY DISTRICT Page 44



EXHIBIT VI

ERUs by Connection Size

Connection Size Number of ERUs

%" and smaller 1
1" 2
11/2" 5
2”7 8

3” 22

4”7 31

6” 66

g” 112

10” 169

12” 238

ERU Proving Methodology

The size of the water service connection used to serve an establishment depends upon both the
total demand of that establishment and the instantaneous flow required by that establishment.
For this reason, connection size is only a general indicator of the annual demand placed on water

supplies by the establishment.
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EXHIBIT VI
List of Seattle Supply System Facilities

1. Cedar Source

* All roads, buildings, structures, water supply facilities, recreational and educational
facilities, and fisheries enhancement and mitigation facilities located within or close to
the Cedar River Hydrographic Watershed boundary as defined by Seattle land ownership,
including the land itself, and any capitalized studies related to the above. Excepted are
facilities solely owned by Seattle City Light for the purpose of power generation.
Facilities shared by Seattle City Light and Seattle Public Utilities shall be part of the
Seattle Supply System only to the extent of SPU share or responsibility.

» All facilities located within the Lake Youngs Reservation as defined by Seattle ownership
of the land except for conveyance facilities used to transport finished water during non-
emergency operation

¢ All facilities located within the Lake Youngs Aqueduct, the Landsburg Tunnel, and the
Lake Youngs Supply Lines right-of-way, including the right-of-way itself

» Existing Morse Lake Floating Pump Stations

2. Tolt Source

* All roads, buildings, structures, water supply facilities, recreational and educational
facilities, and fisheries enhancement and mitigation facilities located within or close to
the South Fork Tolt River Hydrographic Watershed boundary as defined by Seattle land
ownership, including the land itself, and any capitalized studies related to the above.
Excepted are facilities solely owned by Seattle City Light for the purpose of power
generation. Facilities shared by Seattle City Light and Seattle Public Utilities shall be
part of the Seattle Supply System only to the extent of SPU share or responsibility.

e Tolt Treatment Facility

3. Highline Wellfield
» Riverton Wells, including all pumping and treatment equipment, original yard piping, to
the connection to CRPL4, and the low flow piping to Riverton Reservoir
¢ Boulevard Well, including all pumping and treatment equipment, and all piping up to the
connection to CRPL4

4. Other

Water Reuse Program

One Percent Conservation Program through December 31, 2001
Commercial Incentive Program

Commercial Toilet Retrofit Program

Showerhead retrofit Program

The Seattle Forecasting Model (SEAFM Model)
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* GIS Projects related to facilities identified herein as part of the Seattle Supply System
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EXHIBIT VIil

List of Seattle Transmission Facilities

1. Pipelines

e & o & @

Tolt Pipeline No. 1 from the Tolt Regulating Basin to Lake Forest Reservoir, including
any transfer and ancillary small diameter parallel pipes

Tolt Pipeline No. 2 (where constructed), including any transfer and ancillary small
diameter parallel pipes

Tolt Tieline

Tolt Eastside Supply Line (from TESS Junction to the intersection of SE 16™ ST and
145" Place SE)

Tolt Eastside Line Extension (from the intersection of SE 16™ ST and 145" Place SE to
Eastside Reservoir)

The 540 head Pipeline from Maple Leaf Reservoir to Lake Forest Reservoir

Lake Youngs Bypass No. 4 from the outlet of each of the Cedar Treatment Facility
clearwells to Control Works

Lake Youngs Bypass No. 5 from the outlet of each of the Cedar Treatment Facility
clearwells to the Lake Youngs Tunnel

The Lake Youngs Tunnel (from the original lake outlet to Control Works)

The Maple Leaf Pipeline (from the intersection of 18th Avenue E. and E. Prospect Street
to Maple Leaf Reservoir)

Cedar River Pipeline No. 1 from Control Works to Volunteer Reservoir

Cedar River Pipeline No. 2 from Control Works to Lincoln Reservoir

Cedar River Pipeline No. 3 from Control Works to the intersection of 18™ Avenue E. and
E. Prospect Street

30” intertie between Cedar River Pipelines 2 and 3 in east Olive Street

Cedar River Pipeline No. 4 from Control Works to the West Seattle Pipeline

Cedar Eastside Supply Line (from the Cedar Wye to the intersection of SE 16" St and
145" Place SE)

West Seattle Pipeline from Augusta Gatehouse to Cedar River Pipeline 4

The 8™ Avenue S. Pipeline between S. 146" Street and S. 160™ Street

The Bow Lake Pipeline (between 8™ Avenue S. and CRPL 4, and as relocated outside
runways at Seatac Airport)

The Burien Feeder (in S. 146™ Street between 8™ Avenue S. and CRPL 4)

The Fairwood Line (between Fairwood Pump Station and Soos Reservoirs)

The 24-inch discharge pipeline of Lake Youngs Pump Station up to Soos Reservoirs

The 12-inch discharge pipeline of Lake Youngs Pump Station up to Soos Reservoirs

The 630 head pipeline between Lake Youngs Pamp Station and the Cedar River WSD
pump station at the eastern boundary of the Lake Youngs Reservation
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2. Reservoirs, Tanks, and Standpipes, including overflow pipes, all valves, appurtenances, and
disinfection facility located on the premises of each storage facility, unless otherwise noted

Lake Forest Reservoir

Eastside Reservoir

Riverton Reservoir

Maple Leaf Reservoir (excluding Roosevelt Way Pump Station and its suction and
discharge piping, Maple Leaf Tank and 520 zone piping, except where solely serving the
disinfection facility)

Soos Reservoirs

3. Pump Stations, Major Valve Structures, and other Facilities

e o & o

Eastgate Pump Station
TESS Junction Pump Station
Lake Hills Pump Station
Maplewood Pump Station
Maple Leaf Pump Station
Bothell Way Pump Station
Fairwood Pump Station
Lake Youngs Pump Station
The Control Works

Augusta Gatehouse

Purveyor tap and meter installations shall not be part of the Regional Transmission System. The
cost of improvements to such iustallations shall be borme by the purveyor served by the
installation regardless of the cause for the improvements provided that such cause is consistent
with AWWA and safety standards and practices.

The facilities include the appurtenance of these transmission facilities including but not limited
to rights of way, line valves, system meters and remote automation devices.
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EXHIBIT IX

Cost Centers Used for Operations Cost Indices

The following costs centers or successor cost centers that capture the direct costs of operation of
Existing Supply Facilities, Existing Transmission Facilities and the 1% Program shall be used as
the indices for operations cost in the Existing Supply Cost Pool, Existing Transmission Cost Pool
and for the 1% Program in the New Supply Cost Pool.

Supply
Program Project Project Name Activity

Communications N1203  Communications Activity Group N120304 Purveyor Relations

Audit & Accounting N3303  Customer Audit N330303 Purveyor Audit

Watershed Management N5401  Program Management N540194 Department Support

‘Watershed Management N5401  Program Management N540195 General Expense

Watershed Management N5401  Program Management N540196 General Management
Watershed Management N5401  Program Management N540197 Training

Watershed Management N5401  Program Management N540198 Safety

Watershed Management N5401  Program Management N540199 Personnel

Watershed Management N5401  Program Management N540289 Capital Purchase

Watershed Management N5403  Support Services N540301 Modified Duty

‘Watershed Management N5403  Support Services N540302 Procuring/Paying/Receiving
Watershed Management N5403  Support Services N540303 Vehicle Equipment Downtime
Watershed Management N35404 Watershed Protection N540401 Hydrological Data Collection
Watershed Management N5404 Watershed Protection N540402 Fire Protection

Watershed Management N5404  Watershed Protection N540403 Inspection

Watershed Management N5404  Watershed Protection N540404 Boundaries

Watershed Management N5405  Facility Management N540501 WS Grounds

Watershed Management N5405  Facility Management N540502 WS Buildings

Watershed Management N5405  Facility Management N540503 WS Facilities & Roads
Watershed Management N5406  Watershed Road Maintenance N540601 Grade/Gravel/Ditching
‘Watershed Management N5406  Watershed Road Maintenance N540602 Bridges/Streams Culvert
‘Watershed Management N5406 Watershed Road Maintenance N540603 Roads/Row/Vegetation Cutting
Watershed Management N5406 Watershed Road Maintenance N540604 Toit Roads & Streams
Watershed Management N5407 Watershed Operations Support N540701 Vel/Equipment Management
Watershed Management N5407 Watershed Operations Support N540702 Veh/Equip/Tool Repair
Watershed Management N5408  Water Quality & Hydrology N540801 Water Quality Monitoring
Watershed Management N3408 Water Quality & Hydrology N540802 Hydrological Monitoring
Watershed Management N5409  Public/Cultural Programs N540901 Recreation Planning

Watershed Management N540%  Public/Cultural Programs N540902 Management & Research
Watershed Management N5409  Public/Cultural Programs N540903 Watershed Education
‘Watershed Management N5409 - Public/Cultural Programs N540904 Watershed Public Information
Watershed Management N53410 Wildlife & Fisheries Programs N541001 Program Planning & Evaluation
Watershed Management N5410  Wildlife & Fisheries Programs N541002 Interagency/Public Involvement
‘Watershed Management N5410  Wildlife & Fisheries Programs N541003 Ecological Monitoring & Research
Watershed Management N5410 Wildlife & Fisheries Programs N541004 Habitat & Species Inventory
‘Watershed Management N5410  Wildlife & Fisheries Programs N541005 Habitat Enhancement/Restoration
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Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management
Watershed Management

Watershed Management

Watershed Management
Watershed Management
‘Watershed Management
Watershed Management

Watershed Management
Watershed Management

Watershed Management
Watershed Management

Watershed Management
Watershed Management
Watershed Management
Watershed Management

Watershed Management
Watershed Management

Watershed Management
Watershed Management
Watershed Management

Watershed Management
Watershed Management

Watershed Management

Watershed Management
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply
Water Quality & Supply

Water Quality & Supply
Water Quality & Supply
Water Quality & Supply

N3411
N5411
N5411
N5412
N5412
N5415

N5415

N5415
N5415
N5415
N35415

N5415
N5415

N5415
N5415

N5416
N5416
N5417
N5418

N5418
N5418

N5418
N5418
N5418

N5418
N5418

N5418

N5418

N5503
N5503
N3503
N5503
N3503
N5503
N5503

N5503
N5504
N5504

Resource Information Mgmt
Resource Information Mgmt
Resource Information Mgmt
Special Projects

Special Projects

Cedar HCP

Cedar HCP

Cedar HCP
Cedar HCP
Cedar HCP
Cedar HCP

Cedar HCP
Cedar HCP

Cedar HCP
Cedar HCP

Cedar HCP
Cedar HCP
Cedar HCP
Cedar HCP

Cedar HCP
Cedar HCP

Cedar HCP
Cedar HCP
Cedar HCP

Cedar HCP
Cedar HCP

Cedar HCP

Cedar HCP

Water System Operations
Water System Operations
Water System Operations
Water System Operations
Water System Operations
Water System Operations
Water System Operations

Water System Operations
Water System Analysis
‘Water System Analysis

N541101 Program Plan/Evaluation

N541102 Information Maintenance

N541103 Information Services

N541202 Silviculture

N541205 Land Exchanges/Acquisitions
N541501 ASSESS OF EXPAND FOREST
STAND

N541502 ASSESS EXPAND FOREST
ATTRIBUTE

N541503 AUGMENT FOREST HARBRITAT IN
N541504 LONG-TERM FOREST HABITAT
N541505 OLD-GROWTH CLASSIFICATIO
N541506 RIPARIAN RESTOR PROJECT
MONIT

N541507 UPOLAND FOREST RESTOR PRO
MONT

N541515 GIS DATA COMPATIBILITY
STUDY

N541516 FOREST HABITAT MODELING
N541517 SPECIE HABITAT RELATION
MODEL

N541601 CRHCP GIS SUPPORT

N541603 CRHCP TECHNICAL SUPPORT
N541701 ROAD MAINTENANCE

N541801 EXPERIMENTAL STREAM
MONITCRING

N541802 LONG-TERM STREAM
MONITORING

N541803 AQUATIC RESTORATION
MONITORING

N541804 BULL TROUT SURVEYS (ADULT
N341805 BULL TROUT SPAWNING SURV
N541806 BULL TROUT FRY/FGVENILE
SURVEY

Riparian Zone Studies

N3541809 BULL TROUT STREAM
DISTRIBUTION

N541810 BULL TROUT REDD INUNDATIO
STU

N541811 COMMON LOON MONITORING
N550301 Water Management

N550302 Water System Control

N550303 Anadromous Fishery Mgmt
N550304 SCADA Management

N550305 Highline Well Field

N550306 Morse Lake PS

N550307-SAFETY PROCESS MGMT
COMPLIANCE

N550308-EPA RISK MGMT COMPLIANCE
N550401 Eng Analysis/Modeling

N550402 Water Rights Mgmt
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Water Quality & Supply N5504

Water System Analysis

N550403 DEMAND METERING

Water Quality & Supply N5505  Surface Water Trtmnt Rule N550501 Monitoring, Reporting & Admin

Water Quality & Supply N5505  Surface Water Trtmnt Rule NS550502 Cholrination Facilities O&M

Water Quality & Supply N5505  Surface Water Trimnt Rule N550503 Watershed Management

Water Quality & Supply N5506  Total Coliform Rule Compl. NS550601 Monitoring, Reporting & Admin

Water Quality & Supply N5508 Lead & Copper Rule Compl. N550801 Monitoring, Reporting & Admin

Water Quality & Supply N5508 Lead & Copper Rule Compl. N550802 Corrosion Trtmnt Facil O&M

Water Quality & Supply N5509  Fluoridation Program N550901 Fluoridation Program O&M

Water Quality & Supply N5510  Other Reg Comp/Monitoring N551001 Otr Reg/Operational Analysis

Water Quality & Supply N5510  Other Reg Comp/Monitoring N551002 Disinfection By-Product Rule

Water Quality & Supply N5510 Other Reg Comp/Monitoring N551003 Limnology

Water Quality & Supply N5510  Other Reg Comp/Monitoring N551005 WQ Lab

Water Quality & Supply N5510  Other Reg Comp/Monitoring N551006 DW Reg Dev & App Research

Water Quality & Supply N5510  Other Reg Comp/Monitoring N551007 Public Information/Notification

Water Quality & Supply N5511  Special Projects N551104 LIMS & QA/QC

Water Quality & Supply N5512  Cedar HCP N551201 INTERIM CHINOOK COHO

Water Quality & Supply N5513  Cedar HCP N551301 HCP STREAMFLOW GAUGING

Water Quality & Supply N5513  Cedar HCP N551302 SWITCHING CRITERIA STUDY

Water Quality & Supply N5513  Cedar HCP N551303 STEELHEAD REDD MONITORIN

Water Quality & Supply N5513  Cedar HCP N551304 CHINOOK. STUDIES

Water Quality & Supply N5513 - Cedar HCP Salmonid Studies

Water Quality & Supply N5514  'WQ Monitoring N551403 DRINKING WATER QUALITY
MONITOR

Water Quality & Supply N5515 HCP Fisheries N551501 FRY CONDITION AT RELEASE

Water Quality & Supply N5515 HCP Fisheries N551502 FRY MARKING & EVALUATION

‘Water Quality & Supply N5515 HCP Fisheries N551503 FRY TRAPPING & COUNTING

Water Quality & Supply N5515 HCP Fisheries N551504 FISH HEALTH

Water Quality & Supply N5515 HCP Fisheries N551505 SHORT-TERM FRY REARING

Water Quality & Supply N5515 HCP Fisheries N551506 LAKE WASHINGTON PLANKTO
STUDY

Water Quality & Supply N5515 HCP Fisheries N551508 ADULT SURVIVAL DISTRIBUTI

Water Quality & Supply N5515  HCP Fisheries N551509 PHENOTYPIC & GENETIC STUD

Water Quality & Supply N5516  Tolt DBO N551601-CONTRACTOR PAYMENTS

Water Quality & Supply N5516 Tok DBO N551603-MANAGEMENT COSTS

Resource Planning N5609 Water Resource & Habitat Issues N560903-ESA

Transmission

Program Project Project Name Activity

Water Operation N6540 WT - Headwork/Storage N654001 Program Maintenance

Water Operation NG540 WT - Headwork/Storage N654002 Event Driven Repairs

Water Operation N6541 WT - Transmission Pipeline Maint N654101 Program Maintenance

Water Operation N6541 WT - Transmission Pipeline Maint N654102 Event Driven Repairs

Water Operation N6542 WT - Value Op/Maint - Water Tran N654201 Program Maintenance

Water Operation N6542 WT - Value Op/Maint - Water Tran N654202 Event Driven Repairs

Water Operation N6543 WT - Grounds/Roads/ROW N654301 Grade/gravel roads - P

Water Operation N6543 WT - Grounds/Roads/ROW N654302 Grade/gravel roads - E

Water Operation N6543 WT - Grounds/Roads/ROW N654303 Bridges/culverts - P

Water Operation N6543 WT - Grounds/Roads/ROW N654304 Bridges/culverts - E

FULL REQUIREMENTS CONTRACT
COAL CREEK UTILITY DISTRICT
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Water Operation N6543 WT - Grounds/Roads/ROW N654305 Fences/gates - P
Water Operation N6543 WT - Grounds/Roads/ROW N654306 Fences/gates - E
Water Operation N6543 WT - Grounds/Roads/ROW N654307 Mow ROW - P
Water Operation N6543 WT - Grounds/Roads/ROW N654308 Mow ROW -E
Water Operation N6543 WT - Grounds/Roads/ROW . N654309 Mow Other
‘Water Operation N6544 WT - Facility Maintenance N654401 Program Maintenance
Water Operation N6544 WT - Facility Maintenance N654402 Event Driven Repairs
Water Operation N6545 WT - Castings N654501 Casting Adjustments
Water Operation N6546 WT - Customer Services N654601 Communications/Dispatch
Water Operation N6546 WT - Customer Services N654602 Locating/Marking
Water Operation N6547 WT - Damage by Others N65470t P/L/ROW/Facility
Water Operation N6548 WT - Transmission Shops N654801 Shops/Fabrication
Water Operation N6549 WT - General Expenses N654905 Tools/small equipment
Water Operation N6549 WT - General Expenses N654906 Standy
Water Operation N6549 WT - General Expenses N654907 Truck Inventory
Water Operation N6549  WT - General Expenses N654908 Downtime - Job Related
Water Operation N6549 WT - General Expenses N654909-DISASTER-EMERG RESPONSE
1% Program

Program Project Project Name Activity
Community Services N5303 Resource Conservation

N530301 1% Conservation

FULL REQUIREMENTS CONTRACT
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CITY OF BELLEVUE
AGREEMENT DATE._..Z/?@
Y CLERK ,
' CE)"€EZg,1_~¢‘4z;
THIS AGREEMENT, entered into this day between Water District No. ﬁn_%s?;
107, a municipal corporation organized under the laws of the State of
Washington, hereinafter referred to as “District”, and the City of
Bellevue, Washington, a non-charter code city, hereinafter referred to
as "City" for mutual benefits to be derived by the parties as set forth
hereinafter, now, therefore,
WHEREAS, the District and the City are authorized by Chapter 39.34
RCW, the Interlocal Cooperation Act, to enter into cooperative
agreements; and |
WHEREAS, the area of 130th Avenue S.E. from S.E. 49th Street north
to Newport Way including streets east and west of 130th Avenue S.E.,
described in Attachment "A" (attached hereto and by this reference
incorporated herein) are served by the District's water system; and
WHEREAS, the District is desirous to make connection to the
existing City water system for additional water flow for emergency
puUrposes;
NOW, THEREFORE, in consideration of the agreements herein
contained, it is agreed as follows:
Section 1. The District requires additional water flow to an area
lying between Coal Creek Parkway on the south and west, Newport Way on
the north and the City of Bellevue Corporate 1imits on the east for the
purpose of supplying adequate fire protection (See Attachment A}.
The respective parties hereto have met and determined that the
needed additional water supply can be obtained through connection with

the City of Bellevue water system. The City therefore agrees to allow



the District an emergency standby source of water through connection at
the end of the existing City pipeline on S.E. 49th Street. This
connection will be in the form of an emergency standby connection and
water shall only be drawn through this point when an emergency occurs.

An emergency shall be considered any event that causes the
District's water pressure to drop below 30 psi as a resu}t of fire flow
or breakage or failure of a downstream pipe providing one way flow to
this area.

The detailed design of the intertie connection shall be
accomplished by the District and shall be subject to approval by the
City. The design shall include as a minimum the following features:
pressure sustaining control so not to draw down pressure in the City
system; pressure reducing control so not to over pressure the District's
" system; controls to preclude the District drawing water except under
emergency conditions; a detector check valve and small meter to monitor
water usage; and a one way check valve to insure water does not flow
from the District's system to the City's system.

Section 2. The City shall supply the District the emergency source
of water described in Section 1 for the portion of the Qistrict
described in Attachment A. The District shall make monthly payment to
the City for a 6-inch standby connection at the same rate the City
charges to other users and customers.

Section 3. Construction of Facilities. The District will

construct said improvements at no cost to the City. Final acceptance of
the construction for the intertie connection shall reguire concurrence

of both parties.

Section 4. Operation and Maintenance. Both the City and District

-2-



shall have full access to the intertie control vault, however,
maintenance or repair will be by the District. If for any reason the
City finds this facility needs maintenance or is not operating properly,
the City shall notify the District and the District will immediately
correct the problem. If the District fails to do so or fails to make
arrangements to do so within three (3) days of written notice the City
may at its option, correct the problem and bill the District for its
reasonable costs to resolve the problem.

Section 5. Hold Harmless. The District shall hold the City and

its officers, agents and employees, harmiess from all suits, claims or
liabilities including attorneys' fees, costs and expenses, for or on

" account of injuries or damages sustained by any persons or property
resulting from the negligent acts or omissions of the District with
regard to the operation, maintenance or repair of the facility or in any
way resulting from the provision by the City of the emergency water
service provided by this agreement and if a suit in respect to the above
be filed, the District shall appear and defend the same at its own cost
and expense, and if judgment be rendered or settlement made regarding
payment of damages by the City, whicﬁ damages are based in whole or in
part on the negligent acts or omissions of the District, its agents,
contractors, or employees, the District shall pay the same.

Section 6. Extent of Agreement/Modification. This Agreement,

together with Attachment A, represents the entire and integrated
Agreement between the parties hereto and supersedes all prior
negotiations, representations, or agreements, either written or oral.
This Agreement may be amended, modified or added to only by written

instrument properly signed by both parties hereto.
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Section 7. This Agreement shall be filed with the Bellevue City

Clerk, the King County Auditor and the Secretary of State.

This Agreement signed this _ /] day of Ao , 1985,

WATER DISTRICT No. 1G7

& z::g%:~ @4/—\
This Agreement signed this ~ day of ; , 1985.
74

Y

CITY OF BELLEWUE

Approved as to form:

=

Assistant City Attorney




Attachment A

1
BELLEVUE
CITY LIMITS

L4

' o
x
- q
&
w &
@ &
u <
< &

PROPOSED EMERGENCY
CONNECTION AND
CONTROL VALVE -

FROM WD#107 TO-
BELLEVUE WATER DISTRIC

PROPOSED
SERVICE AREA







Hilltop Community, Inc.
(Water District #117)



(This page is intentionally blank)



"é‘»wwﬁi

2654-RES
051712

~ CITY OF BELLEVUE, WASHINGTON
RESOLUTION NO. __8402

A RESOLUTION authorizing the execution of an Agreement
Relating to Water System Intertie, and an Interlocal Agreement
regarding Non-Assumption, both with King County Water District
117, addressing coordination between the City of Bellevue and
Water District 117.

- THE CITY COUNCIL OF THE CITY OF BELLEVUE WASHINGTON, DOES
RESOLVE AS FOLLOWS:

Section 1. The City Manager or his designee is authorized to execute an
Agreement Relating to Water System Intertie with Water District 117 addressing the
use of an intertie between the District and City water facilities, a copy of which
Agreement has been given Clerk's Receiving No. 48788

Section 2. The City Manager or his designee is authorized to execute an
interlocal Agreement regarding Non-Assumption with Water District 117 addressing
issues of coordination between the District and the City of Bellevue in the event that
the District's service area is annexed into the City, a copy of which Interlocal
Agreement has been given Clerk’s Receiving No. __ ¥ 2097

Section 3. The authority provided in Section 2 shall be null and void and of no
further force and effect if the Hilltop annexation area is not annexed into the City of
Bellevue by August 1, 2012,

, Passed by the City Council this _ &2/ St day of W ,
2012, and signed in authentication of its passage this _oZ/S/~ day of M
, 2012,

| (SEAL)

Coos b

Conrad Lee, Mayor .

Attest:

WXM

Myrna‘L. Basich, City Clerk




Item No. 11(c)(2)
May 21, 2012

CITY COUNCIL AGENDA MEMORANDUM
SUBJECT

Resolution No. 4p4, authorizing and directing execution of an Emergency Intertie Agreement
and an Interlocal Agreement regarding Non-Assumption, both with King County Water District
117, addressing coordination between the City of Bellevue and Water District 117.

FISCAL IMPACT

The emergency intertie agreement formalizes conditions for use of the intertie and for the first
time sets up a cost recovery rate deemed appropriate by the Utility for the use of city water.

The non-assumption agreement clarifies that the City does not plan to incur the costs and service
obligations of providing water to Hilltop in the event of annexation.

STAFF CONTACTS

" Chris Salomone, Director, 452-6191
Dan Stroh, Planning Director, 452-5255
Nicholas Matz AICP, Senior Planner, 452-5371
Department of Planning and Community Development

POLICY CONSIDERATION

Should Bellevue enter into an emergency intertie agreement and a non-assumption interlocal
agreement with WD 1177

An agreement regarding the existing emergency intertie is needed with or without annexation.
The non-assumption agreement responds to interests expressed by WD 117 and Hilltop residents,
who wish to remain with their existing water source and water distribution structure following
annexation.

BACKGROUND

In previous Council meetings on February 13, March 19, April 16, May 7, and May 14 staff
presented updates on annexation discussions with Hilltop. These updates focused on the
development of draft agreements affecting the Hilltop area: agreements with Water District 117,
the public water district that provides water service exclusively for Hilltop (and subject of this
agenda memo) and a pre-anmexation agreement with HCI (subject of a separate agenda memo

tonight). : _ :
Summary of Provisions in the Interlocal Non-assumption Agreement
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i
¢ The City would not assume WD 117 during the term of the agreement, unless required to do
so by law or regulation, or by mutual agreement of the'City and Water District;
* The Water District could request City assumption at any time, and the City could, at its sole
discretion, decide whether to assume following such request;
» The initial term is 20 years, which may be extended for an addition
* extension period, either patty may terminate with a two-year notice
¢ Authorization for the City to use the District’s fire hydrants for fire protection upon
annexation, in consideration of the City’s agreement to the non-assymption terms described
above; and t
® Provisions addressing coordination of future pubhc projects within the right-of-way, including
the District’s obligation to relocate any of these conﬂzctmg facilities, at no cost to the City.

110 years. During the

On May 14, the Council discussed a concern that the vsgater district be ayvare of the City’s existing
policy that requires facilities to meet City standards as a condition of assumption. This would
apply if assumption were to occur for any reason in the future due to events unforeseen today,
such as a change in state law that makes it infeasible for the District to ¢ontinue to meet legally
required drinking water standards. The Council gave d;rectlon to include this city policy in the
Recitals section of the Interlocal Agreement regarding Non-Assumption. As of packet printing
deadline city staff are forwarding this language to the WD 117 attorney

H
Summary of Provisions in the Intertie Agreement i

e Operation, maintenance and use of the intertie, and ownezsh1p of the respective system
components; and
¢ WD 117 payment for water delivered and other oosts

Councilmember Davidson at the May 14, 2012 Study Sessmn asked if the City were taking on
additional liability if WD 117’s system provides for inSufficient fire flow. The diagram in
Attachment 1 shows the plan which the Fire Department has deemed a equate to augment WD
117’s hydrants in the event their system provides insufficient pressure for ﬁre, which is likely to
be the case for structure fires. This plan uses the COB}hydrant on SE 55 Street to augment WD
117’s system and provide adequate water pressure.

-1
Timeline %

Council direction to enter into these contracts now, is ?xpected to be followed by WD 117 action
on May 22, 2012, This will in turn enable the annexing community to submit sufficient direct
petitions for annexation before May 24, 2012 and retam the opportunity for an effective
annexation date of August 1, 2012: j

P
May 21 Council direction on HCI and WD 1 17; agreements
May 24 sufficient Hilltop petitions received for 60% threshold
May 31 King County Assessor certifies petltlon signatures
July 16 Boundary Review Board completes review (includes 45 day notice period)
July 16 Council public hearing and final action on Hilltop annexation ‘

July 31 effective date of South Bellevue annexation of Hilltop.
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EFFECTIVE DATE

. If approved, this Resolution becomes effective immediately upon Council adoption.

OPTIONS

1. Adopt Resolution No. 409- authorizing and directing the City Manager to execute an
Emergency Intertie Agreement and a Non-Assumption Interlocal Agreement between the City

- of Bellevue and WD 117,

2. Do not adopt Resclution No. YY03. .

RECOMMENDATIONS

3. Adopt Resolution No.¢4o. authorizing and directing the City Manager to execute a
Emergency Intertie Agreement and a Non-Assumption Interlocal Agreement between the City
of Bellevue and WD 117.

MOTION

4. Move to adopt Resolution No. 403, authorizing and directing the City Manager to execute a
Emergency Intertie Agreement and a Non-Assumption Interlocal Agreement between the City
of Bellevue and WD 117. ‘ '

- ATTACHMENTS

Hilltop Hydrants diagram

Emergency Intertie Agreement between the City of Bellevue and WD 117
Non-Assumption Interlocal Agreement between the City of Bellevue and WD 117
Proposed Resolution No.Q Y-
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Attachmeni 1

148 AVE SE- 148 AVE SE
5210 5242
U . ’ ‘ “. | 5305

e/ N AN ¢

s 5315 \ @

; 8497-
TH ,
146 Ave SE o) ;
5337 5250 '
] 5400 - . 5423
8405—(/" / \Poci Access)
5425 ( - {Park Access) ™
®
14407 ") STRE
TH b '
14420 O . 14615 14655
14553
: 14445
14401
HILLTOP HYDRANT
14429 cos HYI:IANT
If the residual pressure in the Hilltop sysiem is insufficient for the fire, augment with COB water, as follows...

#1) Lay 4" hose between two hydrants & hook up to both steamer ports using hydrant adapters & hydrant gate

#2) Open the Hilltop Hydrant (RED) 1st, & "back charge" the 4" hose tow. the COB hydrant (yellow). Use
the hydrant gate on the City hydrant, to bleed off the air. : :

#3) After the 4" is charged, shut off the hydrant gate and open 'the City hydrant to charge the Hilltop system.

The Hilltop system will have a lower residual pressure during l‘u'eﬁghung and|it will be easier to open the
City hydrant after the 4" is charged with water from the Hilltop side. Remember to check with the pumping
engineer to confirm an increase in the residual water pressure after linking the two systems.
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AGREEMENT BETWEEN THE CITY OF BELLEVUE
"AND KING COUNTY WATER DISTRICT NO. 117 RELATING TO WATER SYSTEM
INTERTIE

This agreement is made and entered into between King County Water District No. 117
(“District™), a group A special use purpose municipal corporation water system, with a
Washington State Department of Health ID number 41980 and a non-profit corporation in the
State of Washington, and the Clty of Bellevue (“City”), a municipal corporation located in the
State of Washmgton

RECITALS:

WHEREAS, the City is an optional municipal code city organized under Chapter 35A
RCW; and

WHEREAS, the City owns and opérates a public water system adjacent to the water
system owned and operated by the District; and

WHEREAS, the District is organized under Title 57 RCW and is authorized to operate a
water system within its boundaries, which boundaries are shown on Attachment A attached
hereto and incorporated herein by this reference; and

WHEREAS, there is an existing intertie that connects the District’s water system to the
City’s water system through a 4-inch line and manually operated valve, which is kept closed at
all times except during emergencies or during certain scheduled major maintenance activities .
within the District’s system. The approximate location of such line and valve is shown on
Attachment B attached hereto and incorporated herein by this reference; and

WHEREAS, the existing intertie benefits only the District and the City receives no value
from the intertie; and -

WHEREAS, there is no agreement that specifies the conditions under which the current
intertie shall be operated and maintained; and '

WHEREAS, both parties agree that the intertie is intended for infrequent use during
emergency situations or during certain scheduled major maintenance activities as defined in
Section 2 of this Agreement; and

WHEREAS, the District affirms that it is able to meet its typical customer demands
without the use of such intertie and such intertie is not intended to supplement or support the
District’s normal operations; and

WHEREAS, the parties acknowledge that the intertie is not a fire protection facility; and



the street from 14615 SE 55th Street in 1990 in exchange for an easeme
and '

for any costs related to this fire hydrant.

1.

| Description of Intertie. The intertie is located at thp intersection o

(referred to generally herein as the “City’s intertie t;acilities”). "The

WHEREAS, the parties further acknowledge théjf the City instal

ed a fire hydrant across
nt for a City water main;

WHEREAS, the parties further acknowledge that the City maintpins this fire hydrant to
assure it is in good operating condition and that the District is not requifed to reimburse the City

NOW, THEREFORE, the parties agree as follows:

Purpose. The purpose of this Agreement is to identify the conditions and protocols under

which the existing intertie between the District’s and City’s water
and maintained.

Definitions, For purposes of this Agreement the following tern]
defined as:

!
1

2.1. “Emergency” shall mean an unforeseen: circumstance
earthquakes and other acts of God resulting in a failure of the

systems shall be operated

s or statements shall be

such as power failures,
District’s water system

equipment or piping which necessitates transfer of water from the City’s to the District’s

system to supply water to the District.

2.2, “Schedulied Major Maintenance Activities within the Distj
scheduled maintenance activities of the District’s wells, pumps, res
prevent the District’s system from being able to supply water to thei

Pl. SE and consists of a 4-inch ductile iron pipe %md valve that ¢
operating zone to the Districts’ 8-inch AC supply line as shown on /

. H
Use of Intertie: ~ The City does not guarantee it will always be abl
intertie. There may be situation such as an emergency within Bell
would prevent the City from supplying the intertie. i

Ownership. The City shall maintain qwnership of the valve and
between the valve and the City’s 1175 operatingi;. system as dep

inch pipe and connection between the City’s valve and the Di
depicted on Attachment B.

fict’s system” shall mean
ervoir or supply lines that
F customers.

f SE 51% Street and 150"
connects the City’s 1175
Attachment B.

e to provide water via the
evue’s water system that

the 4-inch pipe located
icted on Attachment B
District shall own the 4-
strict’s supply line, also

. ’62,,
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A

. Maintenance. Each party shall maintain their reépective intertie facilities as described in

Section 4 of this Agreement in good working order in accordance with sound maintenance
procedures, good engineering practices and applicable laws, rules and regulations.

. Operation. Operation and maintenance of the valve shall be done solely by the City. The

District shall in no way attempt to operate the valve or perform any maintenance or repair
associated with the valve or the City’s other intertie facilities.

. Replacement. In thge event that any portions of the City’s intertie facilities described in

Section 4 require replacement, the City shall rebuild or replace such facilities at its sole
discretion. The District may, however, request an opportunity to review and comment on
any required replacement work prior to completion of the work by the City.

. Notiﬁcation, Use and Payment.

8.1. - Notification.

8.1. A. Prior to use of the intertie to deliver water from the City to the District, the

. District shall notify the City’s Utility Operations at 425-452-7840 of the nature of the

emergency or scheduled major maintenance, and its expected duration. The District shall
notify the City at least 5 working days in advance of any scheduled maintenance activities.

8.1. B. The District shall notify the City within 24 hours in the event it receives notice of
or becomes aware of a positive coliform sample or notice of or becomes aware of any
applicable water system violation issued by the Department of Health, provided that if such
notice is received on a weekend or holiday, the District shall have until 5:00 p.m. of the next
business day to notify the City. Notwithstanding the foregoing, the District shall notify the
City immediately in the event it becomes aware of such sample or violation in the event that
the intertie is active.

8.2. - Use. Appropriate operations personnel from both the City and the District shall be

present when the intertie is activated and deactivated to address any unanticipated impacts

associated with the City and the District’s respective systems.

8.3. - Payment for Water Delivered and other Costs. Water delivered to the District during
use of the intertie shall be priced at the City’s non-residential rates at the time the water is
delivered. To determine the amount of water delivered through the intertie the District shall
read each of their individual meters before the intertie is activated and immediately after the
intertie is deactivated. The metered consumption shall be the sum of the individual meter
volumes multiplied by a 1.11 factor. (The factor is to provide for unaccounted system losses
of 10% of the total direct meter usage.) Until WD 117 installs individual meters, historical
water use shall be used to determine the amount of water delivered through the intertie. As
used in this Agreement ‘historic water use’ shall refer to District records showing the average

3



daily consumptlon rate for the month in question calculated from e date over the prevmus

five-year penod

_In addition to the costs associated with water delivered, the Distri
associated with the City’s activation and deactivation of the intertie
to: time spent by City staff to activate or deactivate the intertie,
maintain, repair or replace any intertie facilities.
direct salaries plus benefits, equipment rental, parts and suppli
professional services. '

>

8.4. — Payment for Excessive Use. Should circumstances warrar

shall also pay all costs
including but not limited
and all costs required to

" Costs shall inltlude staff labor costs of

s, contractor costs, and

t use of the intertie on a

frequency greater than twice per year the District shall pay
additional activation.

e

. Compliance with Laws and Regulations. Each party shall,
responsibilities and operations hereunder, comply with all- a

regulations governing the same.

9.1 — Department of Health (DOH) Requirements.
compliance with Washington State Department of Health drinking

including a Cross Connection Control Program acceptable to or’ qltherwise approved by the

DOH. Compliance will be determined by reference to applica
subject to the cure and remedy provisions of Paragraph 9.3.

e City $2,500 per each

ith respect to its duties,
licable laws, rules and

The District shall at all times be in

water quality regulations,

e DOH standards and is

9.2 — Records. The District shall openly share water system [records with the City if
requested, provided the City pays the costs allowed by the public records act, RCW chapter

42.56 in so doing.

9.3 — Failure to Comply. If the District is determmed to be in

oncompliance with DOH

regulations as set forth in Paragraph 9.1, at the C1ty s determination and written notice,-the
District shall install a backflow assembly on the intertie to protect the City’s water system.
The District shall have not less than sixty (60) dayfs to complete spch work, and such period
may be extended by the parties for reasonable addftional periods if the District is proceeding
with due diligence to complete the work and there i 1s no risk to the City’s water system. The
backflow assembly shall be owned by the Dlstnct upon completion, and all costs to design,

construct, maintain, repair and replace the backflow assembly sha
of the District. If the District's water system or water quality cre
the public health or safety of the City or the City’,s water system,
sole discretion, to not activate the intertie or may close the in
imminent threat ceases. ;

be the sole responsibility
ates an imminent threat to
the City may elect, in its
tertic if opened until the

o,
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10. Duration. This Agreement shall become effective upon execution (the “Effective Date™),

and shall continue from the Effective Date for an initial period-of twenty (20) years (“Initial
Term™), unless otherwise extended or terminated in accordance with this Paragraph. Either
party may renew this Agreement for one additional term of ten (10) years (the “Renewal

erm”) upon written notice to the other party, which written notice shall be provided no later
than the end of year fifteen (15) of the Initial Term. Failure to provide such written notice in
the time required shall extinguish the option to extend for the Renewal Term. Following the
Initial Term of twenty (20) years and during the ten (10) year Renewal term only, either party

- may terminate this Agreement at any time upon providing at least twé (2) years written

notice to the other party; provided, however in the event of the District’s breach of the
requirements of Section 9 of this Agreement, after notice and the opportumty to cure

_ provided in: that Sectlon, the Cxty may tennlnate the Agreement

11.

12.

13.

14.

15.

- L N - L™

Not a Partnershlp “The terms and conditions of thlS Agreement shall not constitute a
partnership of a ]omt venture.

Indemnity. The District shall indemnify, defend and hold harmless the City and its officers,
employees and agents from all costs, expenses, suits, claims damages and liabilities of any
nature, including attorney’s fees, for or on account of any injuries or damages to persons or
to real or personal property, specifically including but not limited to District or City water
customers, in any way related to the District’s, its officials’, employees’, contractors’ or
agents’ use, maintenance, connection, disconnection, or replacement of the intertie,
including installation, if necessary by the District of a backflow device; provided, however,
that nothing herein shall require the District to indemnify, defend or hold harmless the City,
or its officers, employees or agents from any costs, expenses, suits, claims, damages or
liabilities to the extent caused by the negligent acts or omissions of the City, its officers,
employees or agents.

Severability. “The 'invaiidity or unenforceability of any provisions of this Agreement shall not
affect the other provisions hereof, and this Agreement shall be construed in all respect as if
such invalid or unenforceable provisions were admitted.

Amendment. No‘change, amendment or modification of any provisions of the Agreement
shall be valid unless set forth in a written amendment to this Agreement signed by both
parties.
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Authorization. By si gmng thls Agreement each party cemﬁes that |1t I'IELS tﬁe authonty to bind
its respective govemlng bodies to all of the terms and COHdlthIlS oF this: Agrpement
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.- 16. Entire Agreem This Agreement represents the'complete agreement between the parties
with respect to the sub_]ect matter hereof. Any’ pnor written  or oral representatlons or
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