REGULAR MEETING OF THE BOARD OF DIRECTORS
AGENDA
BELLEVUE CITY HALL - ROOM 1E-108
September 26, 2012
3:30 PM

CALL TO ORDER
ROLL CALL

PUBLIC COMMENT
EXECUTIVE SESSION

a. To consider the minimum price at which real estate will be offered for
sale or lease when public knowledge regarding such consideration
would cause a likelihood of decreased price.

APPROVAL OF AGENDA

CHIEF EXECUTIVE OFFICER’S REPORT —|View PDF>

CONSENT ACTION ITEMS

a. July 23, 2012 Special Board Meeting Minutes - View PDF>

b. July 25, 2012 Regular Board Meeting Minutes - View PDF>

OTHER ACTION ITEMS

a. Motion to adopt Resolution No. 2012-17 approving the 2013-2014
Cascade Budget and Resolution No. 2012-18 establishing the 2013

Rates & Charges and Forecasted 2014 Rates & Charges. -{View PDF>

b. Motion to adopt Resolution No. 2012-19 establishing a Regional Capital
Facilities Charge (RCFC) for 2013 at the same level as 2012, i.e.,

$6,005 per CERU and projecting the Regional Capital Facilities Charge
for the year 2014. { View PDF>

c. Motion authorizing the Chief Executive Officer to increase the 2012
Watershed, LLC contract from $50,000 to $75,000 to provide irrigation
inspections, irrigation program development, irrigation contractor

training, and support of the development of a peak season demand
management program. —|View PDF>



10.

11.
12.

13.

STAFF PRESENTATION
a. 2011 Audit (no packet materials)
COMMITTEE REPORTS

a. Executive Committee — no meetings held

b. Finance and Management Committee — July 19, 2012 4 View PDF>

c. Public Affairs Committee — September 11, 2012 H{ View PDF>

d. Resource Management Committee — no meetings held

NEW BUSINESS

NEXT REGULAR MEETING — October 24, 2012 — Bellevue City Hall —
3:30pm

ADJOURN

NOTE: AS ALLOWED BY STATE LAW, THE BOARD OF DIRECTORS MAY ADD AND TAKE
ACTION ON ITEMS NOT LISTED ON THE AGENDA.

Directions to Bellevue City Hall
450 110™ Avenue NE, Bellevue, WA 98004
(425) 452-6800

From 1-405 north or southbound:

Take NE 4" Street exit

Head West on NE 4" Street

Turn right onto 110™ Avenue NE

Proceed % blocks on 110" Avenue NE and turn right into the entrance of Bellevue
City Hall’s visitor parking lot.

BE SURE TO HAVE YOUR PARKING VALIDATED AT THE SERVICE FIRST
DESK ON YOUR WAY IN TO THE MEETING





Item No. 7 (a)
September 26, 2012

SPECIAL MEETING OF THE

y BOARD OF DIRECTORS
CA S A E MINUTES
ALk

WATER IANCE JULY 23, 2012

1. CALL TO ORDER
At 2:00pm Chair John Marchione called the meeting to order.

2. EXECUTIVE SESSION
Chair Marchione announced that there would be an Executive Session to discuss with
legal counsel litigation or potential litigation to which the agency, the governing body, or
a member acting in an official capacity is, or is likely to become, a party. The Executive
Session will take approximately two hours and will conclude at 4:00pm unless the
Executive Session is extended at that time by further announcement.

3. NEXT REGULAR MEETING

The next regular Board meeting will be held Wednesday, July 25, 2012 at 3:30pm.

4. ADJOURN

The meeting was adjourned at 4:00pm.

APPROVED BY:

John Marchione, Chair

David Knight, Vice-Chair






ltem No. 7 (b)
September 26, 2012

MEETING MINUTES OF THE

VA\ BOARD OF DIRECTORS
C E BELLEVUE CITY HALL
N

WATER ALLIANCE JuLY 25, 2012

1. CALL TO ORDER

At 3:36 p.m. Chair Marchione called the meeting to order.

2. ROLL CALL

Board Members or Alternate Board Members from the City of Bellevue (Davidson), the City of
Issaquah (Butler), the City of Kirkland (Sweet), the City of Redmond (Marchione), the City of Tukwila
(Haggerton), Covington Water District (Knight), Sammamish Plateau Water & Sewer District
(Warren), and Skyway Water and Sewer District (Ault) were present, constituting a quorum.

3. PUBLIC COMMENT
None.
4, Executive Session

Moved to Item No. 13.

5. APPROVAL OF AGENDA

Motion by Mr. Warren and second by Mr. Haggerton to approve the meeting agenda included
in the Desk Packet.

Chair Marchione suggested that the meeting agenda be revised so the Executive Session can be
conducted at the end of the general meeting

At the question, motion carried unanimously (8-0) to approve the meeting agenda with the
changes noted above.

6. CHIEF EXECUTIVE OFFICER’S REPORT
Chuck Clarke made the following report:

* Cascade has been a major contributor to the Partnership for Water Conservation. Since the
benefits of the contribution have decreased and the Partnership for Water Conservation
eliminated its Executive Director position, Cascade will no longer be a contributor to the
organization, effective 2013.

* Discussions continue with the City of Seattle regarding water supply options and block
contracts.

* Finalized 2013-2014 Cascade budget and rates have been distributed to member staff for
final review.
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* Repairs to the White River Diversion Dam were performed. Veolia was commended for their
work on the project. The U. S. Army Corps of Engineers will reimburse Cascade for the
project expenses.

* Now that Sammamish Plateau Water & Sewer District and the City of Issaquah are utilizing
the new pipeline, water quality tests will be conducted.

Elaine Kraft announced that Cascade’s conversion to a Municipal Corporation as authorized by the
Joint Municipal Utility Services Authority Act is officially complete.

Ms. Kraft also reported that Cascade has been asked by the Washington Water Utilities Council to
work with its ongoing efforts and lead a process to identify, promote and support legislation that find
options to address the recent Supreme Court case (Lane Case) regarding Fire Hydrant Protection.

7. CONSENT ACTION ITEMS
A. June 27, 2012, Regular Board Meeting Minutes.
B. July 16, 2012, Special Meeting of the Board Minutes.

C. Motion to authorize the Chief Executive Officer to execute an agreement with legal firm
Foster Pepper PLLC to serve as bond counsel for Cascade’s 2012 bond issue, in the
amount of $75,000.

D. Motion to authorize the Chief Executive Officer to execute an agreement with SDM
Advisors and Dashen & Associates, jointly, to provide financial advisory services for
Cascade’s 2012 bond issue.

Motion by Ms. Sweet and second by Dr. Davidson to approve Consent Action Items A-D.
Motion carried unanimously (8-0).

8. OTHER ACTION ITEMS

A. Motion to approve Resolution No. 2012-15 adopting the 2012 Transmission and Supply
Plan and Shortage Management Plan.

Mr. Clarke explained that Cascade initiated the process to update the 2004 Transmission and
Supply Plan (the 2004 TSP) and Shortage Management Plan in 2009. All comments received
regarding these documents were minor and generally non-substantive. Mr. Clarke noted that HDR
is conducting a final review of the 2012 TSP document before it is sent to King County and the State
Department of Health for formal approval. The next TSP update will be conducted in 2018.

Motion by Mr. Warren and second by Ms. Sweet to approve Resolution No. 2012-15, adopting
the 2012 Transmission and Supply Plan and Shortage Management Plan. Motion carried
unanimously (8-0).

B. Motion authorizing the Chief Executive Officer to negotiate and execute a contract for up
to $70,000 for diver hand pulling treatment of the Lake Tapps Reservoir milfoil, with a
final contract amount dependent on negotiations during a bid award process.

Mr. Clarke explained that a milfoil survey was performed on June 11, 2012 by Tetra Tech and
Cascade staff. Although milfoil was spotted throughout the lake, it was found in very sparse
densities. Tetra Tech’s opinion is that chemical treatment is not necessary this year. Instead, they
recommended a diver hand pulling method. If insurance and indemnification issues can be
resolved, hand pulling of the milfoil will commence in August.

Motion by Mr. Warren and second by Ms. Sweet to authorizing the Chief Executive Officer to
negotiate and execute a contract for up to $70,000 for diver hand pulling treatment of the
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Lake Tapps Reservoir milfoil, with a final contract amount dependent on negotiations during
a bid award process. Motion carried unanimously (8-0).

C. Motion to authorize the Chief Executive Officer to conduct a competitive sale of bonds
and require additional Board approval for a negotiated sale.

Scott Hardin explained the difference between a competitive sale versus a negotiated sale of bonds.
He distributed a handout to assist with this comparison. Mr. Hardin clarified that Cascade has
issued water system revenue bonds in 2006 and 2009, in each case through a negotiated sale with
an underwriter selected through an RFP process. For its 2012 Bond sale, Cascade proposes to
conduct a competitive sale rather than a negotiated sale. A Bond Resolution will be brought before
the Board in September 2012.

Motion by Mr. Haggerton and second by Mr. Butler to authorize the Chief Executive Officer to
conduct a competitive sale of bonds and require additional Board approval for a negotiated
sale. Motion carried unanimously (8-0).

9. STAFF PRESENTATION
A. Photo Album Project

Cascade’s summer intern, Logan Dougherty, has been working on creating a historical photo project
for Cascade’s photos from PSE. She created a database to consolidate the photos, as well as an
electronic photo archive, and online archive. She noted that approximately 5,000 photos were
scanned for this project.

Outcomes from Ms. Dougherty’s project include:
* Created historical pictorial archive.
* Organized photo bank within the server.
* Developing an online public downloadable album.
* All PSE photos are now scanned and organized.

Ms. Dougherty noted that the photo bank contains a directory for easy access and instructions on
how to categorize further pictures.

Additional projects that Ms. Dougherty worked on during her summer internship included:
* Fish recovery project.
e Milfoil survey.
* Powerhouse inventory.
B. Low-Income Research and Rates

Cascade’s other summer intern, Katie Cuthill, has been working on rate comparisons for serving low
income residents. To conduct this comparison, Ms. Cuthill:

* Researched rates for low income residents compared to regular rates.
* Created a survey to attain more information regarding preexisting programs.

* Gathered useful information regarding certain discounts for low income, senior, and
disabled customers.

Some of the project objectives for this research included:
* To meet the existing needs of these customers.

e To find what other measures can be taken to aid them in the future.
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* To see additional changes that should be implemented on behalf of these customers.

In addition to the low-income research and rates project, Ms. Cuthill assisted with the fish recovery
project.

C. Budget, Rates, and 2012 Bonds

Ed Cebron distributed a handout that noted the significant changes on the budget/rates since the
last presentation. In particular, he discussed the following:

* Factors Shifting Costs
o0 No net rate increase/decrease since prior budget & rates presentation
* Factors Increasing Rates
0 Added $100,000 per year provision for future sediment removal beginning 2016
* Factors Reducing Rates
0 Shifted current sediment removal to 2015 flume replacement capital project
0 Modest increase in 2012 RCFCs projection (45 CERUS)
0 Lower interest rate assumed for bonds
* [mpact on Rate Forecast
0 Lower 2013 rate increase from 4% to 3.75%.

o0 Possible similar reduction in 2014 increase, contingent on growth and bond sale
outcomes

o0 No adverse adjustments in later year

10. COMMITTEE REPORTS

A. Executive Committee — Meeting held July 25, 2012 at 2pm to discuss the Chief Executive
Officer’s evaluation and to indicate that the Board would hold an Executive Session at the
end of the July 25 regular meeting to brief the entire Board.

B. Finance and Management Committee — Meeting held July 19, 2012. The meeting recap
will be included in the September 26, 2012, Board packet.

C. Public Affairs Committee — Meeting held July 17, 2012. The meeting recap was included
in the Board packet.

D. Resource Management Committee — Meeting held July 12, 2012. The meeting recap
was included in the Board packet.

11. NEW BUSINESS

None.

12. NEXT REGULAR MEETING
The next regular Board meeting will be held September 26, 2012 at 3:30 p.m.
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13. EXECUTIVE SESSION

At 4:48 p.m. Chair Marchione announced that there would be an Executive Session to review the
performance of a public employee. The Executive Session was expected to take approximately 10
minutes unless the time was extended by further notice.

The Executive Session adjourned at 5:00 p.m.

14. NEW BUSINESS

Following the Executive Session, Chair Marchione introduced Resolution No. 2012-16 to modify the
Chief Executive Officer’s contract.

Motion by Ms. Sweet and second by Mr. Haggerton to modify the Chief Executive Officer’s
contract. Motion carried unanimously (8-0).

15. ADJOURN

The meeting was adjourned at 5:05 p.m.

APPROVED BY:

John Marchione, Chair

David Knight, Vice-Chair
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ltem No. 8 (a)
September 26, 2012

AGENDA MEMORANDUM
SUBJECT
Motion to adopt Resolution No. 2012-17 approving the 2013-2014 Cascade Budget and
Resolution No. 2012-18 establishing the 2013 Rates & Charges and Forecasted 2014 Rates &
Charges.

BACKGROUND

Initial planning for the 2013-2014 Cascade Budget began in April 2012. At its regular Board
meeting on June 27, 2012, the Board received a preliminary budget overview that included
major budget components and changes since the 2012 budget. Member staff have received and
discussed updated budget and rates information at least monthly since May. At today’s regular
Board meeting, the Board is scheduled to review and adopt three resolutions: the 2013-2014
Cascade Budget (Resolution No. 2012-17), the 2013 Rates & Charges and Forecasted 2014
Rates & Charges (Resolution No. 2012-18), and the 2013 Regional Capital Facility Charge
(Resolution No. 2012-19). This agenda memorandum addresses only the first two Resolutions.

Attachment 3 to this memorandum summarizes the 2013-2014 Cascade Budget and 2013
Rates & Charges and describes changes since the June 27, 2012, presentation to the Board.
Although the 2013-2014 Budget has changed since June and there have been some shifts in
the relative distribution of member charges as a result of refinements, corrections, and new
data, the final budget and rates have remained very consistent since June.

The 2013-2014 Cascade Budget identifies sources and amounts of anticipated revenue,
allocates revenues to Cascade’s five funds, and establishes the 2013-2014 expenditure
authority (appropriation authority). Expenditures from the funds will support Cascade’s
anticipated activities during 2013 and 2014. A detailed 2013-2014 Cascade Budget document
will be published and distributed following budget adoption.

Cascade adopts a biennial budget. As required by Cascade Water Alliance Code 5.55.020, the

biennial budgets will undergo mid-biennial review(s) and budget and rate updates as needed
during 2013, before the start of 2014.

FISCAL IMPACT

The fiscal impact of the 2013-2014 Cascade Budget and 2013 Rates & Charges is described in
the two attached Resolutions and in Attachment 3.

OPTIONS

1. Approve Resolution No. 2012-17 adopting the 2013-2014 Cascade Budget and Resolution
Number 2012-18 establishing the Rates & Charges for 2013 and forecasting Rates &
Charges for 2014.





2. Refer Resolution No.’'s 2012-17and 2012-18 back to staff for additional work, to return to the
Board in October, November, or December 2012 for adoption.

RECOMMENDED ACTIONS

Approve Resolution No. 2012-17 adopting the 2013-2014 Cascade Budget and Resolution
Number 2012-18 establishing the Rates & Charges for 2013 and forecasting Rates & Charges
for 2014.

ATTACHMENTS

1. Proposed Resolution Number 2012-17 —|View PDF>

2. Proposed Resolution Number 2012-18 —|View PDF>

3. 2013-2014 Cascade Budget and Member Rates memorandum —[View PDF>








‘ Attachment 1
VA\
CADE

WATER ALLIANCE

CAscADE WATER ALLIANCE
REsoLuTIiON NoO. 2012-17

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

PROVIDING FOR A CASCADE WATER ALLIANCE BUDGET AND
ADOPTING A BUDGET FOR 2013 AND A BUDGET FOR 2014

WHEREAS, the Cascade Water Alliance (“Cascade”) is a Washington municipal
corporation formed under authority of the Joint Municipal Utilities Authority Act (Chapter 39.106
RCW) to provide water supply to its Members; and

WHEREAS, by Resolution 2010-08, the Board established a two-year fiscal biennium
budget that will consist of the adopted two consecutive annual budgets, which together shall be
referred to as “the biennial budget” which will appropriate funds for two consecutive but non-
transferrable years, and that at the beginning of the second year of the biennium, the Board will
consider and re-confirm the budget for the second year; and

WHEREAS, Cascade staff developed Preliminary Annual Budgets for 2013 and 2014
and made presentations to the Board at its June 27, 2012, Board meeting; and

WHEREAS, the Board of Directors of Cascade determined that it is reasonable,
appropriate, consistent with applicable law, and Cascade’s Joint Municipal Ultility Services
Agreement, and in the best interests of Cascade to adopt two consecutive annual budgets,
which together shall be referred to as “the biennial budget.”

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
CASCADE WATER ALLIANCE, as follows:
Section 1. 2013 Budget.

A. Estimated Resources and Expenditures. The 2013 Budget estimated resources and
expenditure authority of the Cascade Water Alliance is hereby adopted as follows:

Fund 2013 appropriation authority
Operating $40,143,496

Regional Capital Facilities Charge $11,968,398

Rate Stabilization $2,838,925

Construction $16,002,780

Bond $31,622,386

Total $102,575,985
B. Staffing. 2013 staffing of the Cascade Water Alliance is hereby established as

follows:

Chief Executive Officer 7. Intergovernmental & Communications Director

Program & Policy Assistant
Capital Projects Director
Director of Planning
Business Manager
Economist

2B e

8. Management Assistant

9. Director of Finance & Administration
10. Water Resources Manager

11. Operations Manager








C. Budget document. The Chief Executive Officer and the Director of Finance and

Administration are hereby directed to prepare, by December 31, 2012, a final 2013 budget
document to include, at a minimum, the following:

Section 2.

Line-item expenditure and revenue detail

Comparative tables with prior years’ data

Narrative description of budget activity

Financial policies

Capital Improvement Program project descriptions, including cost
estimates and historic cost projections

Cash flow and borrowing projections and assumptions

Performance measures tied to Cascade’s Strategic Plan

Organization chart

Staff salary schedule

2014 Budget.

A. Estimated Resources and Expenditures. The 2014 Budget estimated resources and

expenditure authority of the Cascade Water Alliance is hereby adopted as follows:

Fund 2014 appropriation authority
Operating $43,113,986

Regional Capital Facilities Charge $11,034,525

Rate Stabilization $2,895,703

Construction $15,105,077

Bond $31,596,333

Total $103,745,624
B. Staffing. 2014 staffing of the Cascade Water Alliance is hereby established as

follows:

1. Chief Executive Officer 7. Intergovernmental & Communications Director
2. Program & Policy Assistant | 8. Management Assistant

3. Capital Projects Director 9. Director of Finance & Administration

4. Director of Planning 10. Water Resources Manager

5. Business Manager 11. Operations Manager

6. Economist

C. Budget document. The Chief Executive Officer and the Director of Finance and

Administration are hereby directed to prepare, by December 31, 2012, a final 2014 budget
document to include, at a minimum, the following:

Line-item expenditure and revenue detalil

Comparative tables with prior years’ data

Narrative description of budget activity

Financial policies

Capital Improvement Program project descriptions, including cost
estimates and historic cost projections

Cascade Resolution No. 2012-17
September 26, 2012
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Cash flow and borrowing projections and assumptions
Performance measures tied to Cascade’s Strategic Plan
Organization chart

Staff salary schedule

D. Mid-Biennium Review. Beginning no later than September 1, 2013, and completed

prior to December 31, 2013, the Board will consider a mid-biennium budget review and adjust

and re-confirm the 2014 Budget.

Section 3.

2013-2019 Capital Improvement Program. The 2013 and 2014 budgets
include the following Capital Improvement Program plan expenditures:

2013 2014 2015 2016 2017 2018 2019
White River/Lake Tapps | $1,375,000 | $3,610,000 | $7,625,000 | $2,810,000 | $3,490,000 | $1,215,000 $560,000
Bellevue-Issquah
L $100,000 $0 $100,000 $0 $100,000 $0 $100,000
Pipeline improvements

Section 4.

adoption.

Effect. This Resolution shall be in full force and effect on the date of its

ADOPTED AND APPROVED by the Board of Directors of the Cascade Water Alliance at
a regular meeting thereof, held on the 26th day of September 2012.

Attest — Chuck Clarke, Chief Executive Officer

Members
Yes
No

Demand Share
Yes %

No %

Cascade Resolution No. 2012-17

September 26, 2012
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CASCADE WATER ALLIANCE

John Marchione, Chair

David Knight, Vice Chair

Jim Haggerton, Secretary/Treasurer

Include in CWAC?
[0 Yes
X No










Attachment 2

.V\ CAsSCADE WATER ALLIANCE
C C ﬁ ResoLuTioN No. 2012-18

WATER ALLIANCE

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE CASCADE WATER
ALLIANCE, A WASHINGTON MuNICIPAL CORPORATION, ADOPTING RATES AND
CHARGES FOR THE YEARS 2013 AND 2014

WHEREAS, the Cascade Water Alliance (“Cascade”) is a Washington municipal
corporation formed under authority of the Joint Municipal Utilities Authority Act (Chapter 39.106
RCW) to provide water supply to its Members; and

WHEREAS, the Joint Municipal Utility Services Agreement provides for the payment of
Administrative Dues by Cascade Members; and

WHEREAS, the Joint Municipal Utility Services Agreement provides for the Board of
Directors (the Board) to set Rates and Charges according to the Rate Calculation Methodology,
which includes a calculation of Demand Shares and a uniform pricing structure with a
commodity charge and fixed charges allocated by Demand Share; and

WHEREAS, the Joint Municipal Utility Services Agreement provides that the Board may
adopt wholesale charges in addition to normal Demand Share Charges to encourage resource
conservation; and

WHEREAS, the Joint Municipal Utility Services Agreement provides that the Board must
set Rates and Charges at levels sufficient for all expenses of Cascade; and

WHEREAS, by Resolution 2010-08, the Board established a two-year fiscal biennium
budget that will consist of the adopted two consecutive annual budgets, which together shall be
referred to as “the biennial budget.” The Board further resolved that the Regional Capital
Facilities Charge (“RCFC") will continue to be approved annually and that when the biennial
budget is adopted, the RCFCs for the first year of the biennial budget would be determined and
the RCFCs for the second year to be projected. A mid-biennium budget review and opportunity
for budget adjustment is to be provided prior to a re-confirmation of the budget for the second
year.

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
CASCADE WATER ALLIANCE as follows:

Section 1. Cascade Equivalent Residential Units (CERUS) for 2013 and 2014.
CERUSs for each Member for 2013 and 2014 are as follows:








TABLE 1

Member 2013 2014
Adopted CERUs  Forecast CERUs

Bellevue 66,885 67,054
Covington WD 17,653 17,803
Issaquah 11,864 11,989
Kirkland 18,033 18,083
Redmond 31,554 31,804
Sammamish Plateau WSD 22,000 22,300
Skyway WSD 3,860 3,865

Tukwila 8,194 8,199

Total 180,040 181,094

Section 2.

2013 and 2014 Demand Shares.

Adopted Demand Shares for each Member for 2013 are as follows:

TABLE 2
Demand Demand Share

Member Shares percentage
Bellevue 18.8577 53.82%
Covington WD - 0.00%
Issaquah 0.9112 2.60%
Kirkland 4.9405 14.10%
Redmond 6.3650 18.17%
Sammamish Plateau WSD 1.0000 2.85%
Skyway WSD 0.4245 1.21%
Tukwila 2.5404 7.25%
Total 35.0393 100.00%

Forecast Demand Shares for each Member for 2014 are as follows:

TABLE 3
Demand Demand Share

Member Shares percentage
Bellevue 18.4126 53.94%
Covington WD - 0.00%
Issaquah 0.9077 2.66%
Kirkland 4.7985 14.06%
Redmond 6.0733 17.79%
Sammamish Plateau WSD 1.0000 2.93%
Skyway WSD 0.4271 1.25%
Tukwila 2.5165 7.37%
Total 34.1358 100.00%

Except that, in accordance with the Interlocal Contract, no Member shall have a Weighted Vote

of less than one.

Cascade Resolution No. 2012-18
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Section 3. Summary of Member Charges

2013 Adopted Member Charges (excluding Regional Capital Facilities Charges) are hereby
established as shown in Tables 4, 5 and 6 below.

Administrative Dues shall be assessed against each Member at the rate of $16.89 per CERU
multiplied by 100% of that Member's CERUs.

The Demand Share Charge shall be $296,428 per Demand Share percentage.

The Conservation Program Charge shall be $5.27 per CERU. The charge is applicable to 100%

of a Member’'s CERUS.

TABLE 4
Administrative Conservation Demand Share Member Charge Special 2013- Total With

Member . 2014 -

Dues Charges Charges Adjustments . Adjustments

Adjustments

Bellevue $ 1,126964 $ 351,429 $ 15953,363 $  (444,836) $ - $ 16,986,920
Covington WD $ 205987 $ 92,300 $ - $ - $ - $ 388,286
Issaquah $ 198279  $ 61,831 $ 770,880 $ (64,334) $ -3 966,656
Kirkland $ 303,748  $ 94,720 $ 4,179,609 $  (149,394) $ (35600) $ 4,393,093
Redmond $ 528,758 $ 164,886 $ 5384710 $ (24,289) % 35600 $ 6,089,665
Sammamish
Plateau WSD $ 368645 $ 114957 $ 845988 $ (42,669) $ - $ 1,286,920
Skyway WSD $ 64,305  $ 20053 $ 359,083 % -3 - s 443441
Tukwila $ 138,315  $ 43132 $ 2149174 $ -8 - $ 2330620
Total $ 3025000 $ 943,307 $ 29,642,807 $ (725,522) $ - $32,885,592

2014 Forecast Member Charges (excluding Regional Capital Facilities Charges) are hereby
established as shown below.

Administrative Dues shall be assessed against each Member at the rate of $16.74 per CERU
multiplied by 100% of that Member's CERUs.

The Demand Share Charge shall be $309,901 per Demand Share percentage.

The Conservation Program Charge shall be $5.28 per CERU. The charge is applicable to 100%

of a Member’'s CERUS.

TABLE 6

Special 2013-

Member Administrative Conservation Demand Share 2014 Tptal With
Dues Charges Charges Adjustments Adjustments

Bellevue $ 1,119,822 $ 353,348 $ 16,715,847 $ - $ 18,189,016
Covington WD $ 295,557 $ 93,260 $ - $ - $ 388,817
Issaquah $ 198,626 $ 62,674 $ 824,087 $ - $ 1,085,387
Kirkland $ 301,911 $ 95,265 $ 4,356,344 $ (35,600) $ 4,753,520
Redmond $ 528,288 $ 166,696 $ 5,513,637 $ 35,600 $ 6,208,621
Sammarieh $ 368329 $ 116222 $ 907,847 $ - $ 1,392,398
Skyway WSD $ 64,627 $ 20,392 $ 387,741  $ - $ 472,760
Tukwila $ 137,181 $ 43,286 $ 2284573 % - $ 2,465,040
Total $ 3,014,341 $ 951,143 $ 30,990,075 $ ) $ 34,955,559
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September 26, 2012
Page 3 of 4







Section 4. Kirkland and Redmond Totem Lake Adjustment
Redmond and Kirkland wish to reverse prior guidance to Cascade to assign customers and
supply cost related to the Totem Lake service area to Kirkland. This assignment had been done
effective June, 2011 and resulted in cost shifts in 2011 and 2012. The amount that Kirkland paid
to Cascade in this regard was estimated to be $71,169. This amount is to be repaid via
adjustment for the two years 2013 and 2014 to “reverse” past payments by Kirkland toward the
Totem Lake service area. In 2013, the adjustment amount is $35,600. The 2014 adjustment will
be incorporated into the 2014 rates and charges adoption resolution that will be proposed to the
Board in 2013. The $35,600 adjustment each year will increase Redmond’s payment and
correspondingly decrease Kirkland’s. This is the only change being made to address this
repayment, and no costs or adjustments other than Cascade payments are being addressed
through Cascade’s implementation of this transaction. This is a member-requested adjustment
that has no impact on the payments of any other Cascade member.

Section 5. Review and Adjustment.
Beginning no later than September 1, 2013, and completed prior to December 31, 2013, the
Board will consider a mid-biennium budget review and adjust and re-confirm the 2014 Budget if
needed. The Board will also determine and establish 2014 rates and charges before the end of
2013.

Section 6. Effect. This Resolution shall be in full force and effect on the date of its
adoption.

ADOPTED AND APPROVED by the Board of Directors of the Cascade Water Alliance at
a regular meeting thereof, held on the 26th day of September 2012.

CASCADE WATER ALLIANCE

John Marchione, Chair

Attest — Chuck Clarke, Chief Executive Officer David Knight, Vice Chair

Jim Haggerton, Secretary/Treasurer

Members
Yes
No

Demand Share

Yes %

No % Include in CWAC?
[0 Yes
X No
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ATTACHMENT 3

2013-2014 Budget and Member Rates & Charges

This attachment contains updated 2013-2014 budget and rates & charges information since the
Preliminary Budget was presented to the Board on June 27, 2012. This updated information, which
supports Resolutions No.'s 2012-17 and 2012-18, has been reviewed and discussed by Member staff at
regular monthly meetings during the summer.

The contents of this attachment include:

General Budget Rates & Charges
A. Key Differences Since June D. Sources and Uses of Money, H. 2013-2014 Rates and
2012 Summarized by Fund Charges
B. 2013-2014 Financial Structure E. 2013-2014 Operating and Debt l. 2013 Regional Capital
Summary Chart Service Budget Summary and Facilities Charge
Detail
C. 2013 Budget and Rate Drivers | F. 2013-2014 Capital Improvement
Program
G. 2013-2014 Staffing and Salary
Schedule

A.Key Differences in 2013-2014 Budget and Rates Since June 27,

2012, Board Meeting

A $650,000 operating budget item for sediment removal in 2013 has been moved to the Capital
Improvement Program (CIP) as part of a comprehensive timber flume replacement project to occur
mostly in 2013, 2014, and 2015.

The average member rate increase for 2013 has been revised downward from 4.0% to 3.75%. All
Member rates changes from 2012 to 2013 have been revised downward accordingly. The 2014
average rate increase forecast remains at 4.0%. The distribution of member charges in 2013 and
2014 has changed somewhat in percentage terms since June (see Table 1 on next page).

Redmond and Kirkland requested a charge adjustment related to service area transfers. This
increases Redmond and reduces Kirkland through a two-year temporary adjustment (2013 and
2014). There is no effect on other members.

The timber flume replacement project has changed the CIP from $2.3 million in 2013 and $1.3
million in 2014 to $1.5 million and $3.6 million, respectively.

The 2013 Operating Budget is projected to be $30,687.522, which is 1.7% higher than in 2012,
due mostly to increases in water contract payments. The 2014 Operating Budget will be
$31,719,313, which is 3.4% greater than in 2013. Without water contract payments, the Operating
Budget would decrease 7.5% in 2013 and -0.8% in 2014. The water contract increases are
partially offset by reductions in Conservation (-19.1% in 2013) and Operations {-6.2% in 2013).

Additional 2011 water usage data has been provided by member staff.

Key points from June that remain valid:

The 2013-2014 Budget and Rates do not incorporate new water supply contracts currently under
consideration. If new contracts are established with Seattle, Tacoma, and/or Covington, Member







rates are expected to remain at 3.75% and 4.00%, respectively, but corresponding 2013-2014
Budget amendment(s) will be prepared to accommodate the additional contract expenditures and
accompanying increased debt service.

* The Board will have opportunities to adjust 2014 budget and rates during 2013, although we do not
anticipate a need for major adjustments unless CERU growth numbers rebound.

» Working with member staff, CERU growth projections remain low compared to prior forecasts,
given the current economic slowdown.

» The biennial budget & rates incorporate revisions made in 2011 and 2012 to the cost allocation
model, fiscal policies, and rate methodologies.

e 2013 will be the last year to include adjustments for the New Water Surcharge.

» Staff recommends keeping_the RCFC unchanged at $6,005 during the next biennium.

Table 1: 2013 and 2014 Member Rate Changes, June 2012 Forecast vs. Updated Forecast

Tatel Payments ;
Bellevue $ 16,894,669 3 16,105,141
Covington WD 3 407,539 | 5 407,539
1ssaquah 5 993,321 5 927,976
Kirkland $ 4,453,357 $ 4,282,775
Redmond 5 5,772,581 $ 5,466,877
Sammamish Plateau WSD $ 1,277,800 $ 1,325,203
Skyway WSD s 398,800 $ 398,800
Tukwila $ 2,198,189 S 2,198,189

06,256 00

Preliminary Forecast {June 2012} Updated Forecast (September 2012)
: ¥ Change from 1 o Changs from Net2013 B Change from

Proposed 2013 Total Fayments Shra ﬁ_mai:‘ Total Payments 3043 :In-tali Pk bre Iﬂ];mr:tl
Beilevue S 17,457,092 3.3% 5 17,012,256 5.6% 5 17,431,756 3.2% 5 16,580,520 5.5%
Covington WD $ 391,797 -3.9% S 391,797 -3.9% 5 388,286 -4.7% S 388,286 -4.7%
Issaquah $ 1,031,880 3.9% $ 967,546 4.3% S 1,030,990 3.8% H 566,656 4.2%
Kirkland $ 4,591,379 3.1% S 4,438,082 3.6% S 4,578,078 2.8% S 4,393,083 2.6%
Redmond S 6,106,584 5.8% $ 6,086,198 11.3% 5 6,078,354 5.3% $ 6,089,665 11.4%
Sammamish Plateau WSD $ 1,339,324 4.8% $ 1,296,655 ~2.2% $ 1,329,580 4.1% S 1,286,920 -2.9%
Skyway WSD S 455,816 14.3% S 455,816 14.3% 5 443,441 11.2% s 443,441 11.2%
Tukwila $ 2,333,626 6.2% S 2,333,626 A.2% 5 2,330,620 5.0% $ 2,330,620 5.0%

Nek 7014 N Chonge from

* Chonge from % Chupge from Mar 2014 % Chonge from

Totel Popiments

Tatal Paymerts

2013 [Total) Fapments 2013 (Net) 2013 | Tatal) Paymerts 2013 (ner)

Bellevue 2 15,209,325 4.3% 5 18,204,329 /0% 5 18,189,016 4.3% $§ 18,189,016 7%
Covington WD 5 392,049 0.1% 5 392,049 0.1% S 388,817 0.1% S 388,817 0.1%
Issaquah S 1,084,477 5.1% S 1,084,477 12.1% $ 1,085,387 5.3% 5 1,085,387 12.3%
Kirkland S 4,768,125 3.8% S 4,768,125 7.4% $ 4,753,520 3.8% $ 4,717,920 7.4%
Redmond $ 6,240,587 2.2% S _6240,587 2.5% 5 6,208,621 2.1% S 6244221 2.5%
Sammamish Plateau WSD $ 1,406,466 5.0% 5 1,406,466 8.5% 5 1,392,398 4.7% 'S 1,392,398 8.2%
Skyway WSD S 488,697 7.2% 3 488,697 7.2% 5 472,760 6.6% s 472,760 6.6%
Tukwila S 2,467,713 5.7% S5 2,467,713 5.7% S 2,465,040 S.8% S 2,465,040 5.8%
Total 0 § 35,057,443 S 34,955,559 0% S 34,955,560/







B.2013-2014 Financial Structure Summary Chart

Figure 1 summarizes Cascade’s fund structure and 2013 and 2014 activity. The chart shows revenue,
expenses, and interfund transfers among funds over the two-year period (red, green, and gray arrows).
The projected beginning balances on January 1, 2013, are shown within each of the five fund boxes.

Figure 1: 2013-2014 Financial Structure Summary Chart

Member charges & other

| Administrative dues $6.0 |

| conservation dues $19 |
{ Demand share 559.9 ¢ Interest

Intarest & other 544 |

- %
S72.2

Capital projects
05

$5.1

Operating Fund - Construction Fund

. S50on1/1A13

$1550n 1/1/13

Connection charges & interest
| |

—E_ ‘*‘:\ :wﬁﬁh S\L

! Expenditures j 59.9 "-}‘. | ey RCFC Eund

| Costof water 539.0 Ny S—r

! Operations S57.9 %\ h $540n1/1/13

i i

* Administration 6.1 Interest

; Conservation 519 I ) , . e

! i ] ‘lSC.a ‘%" . H 812.2 ,-i"

'j ! ‘ﬁ‘h il i 4:
Ratte Stabilization Fund | ! ¢ ' 3
Interest . ; .':': $230n1/113 . . | Band Fund s22.7 Debt
$0.2 . e i $202on /1713 service
|
|
Operating qe-—l———y Copital
C.2013 Budget and Rate Drivers
Table 2: Key Operating Budget drivers from 2012 to 2013 include:

Key Reductions Key Additions
Lake Tapps Operator -$852,095 Water contract costs (mainly $1,188,659
contract Tacoma)
Conservation Program -$420,500 Transfer of Legal from CIP to $392,000
cuts Operations
General operations -$90,000 Contracted work converted to $193,079
reduction staff








Communications & ' -$27.,000 3.0% COLA and healthcare $87,244
Intergovernmental premiums catch-up

program reductions

Misc. other reductions, -$7,250 Part-time employees $54,988
net

Total key reductions -$1,396,845 Total key additions $1,916,470

D.Sources and Uses of Money, Summarized by Fund

Table 3
Sources & Uses 2013 2014 2015 2016 2017 2018
Operating Fund
Beginning Balance $ 4978932 § 4846971 $ 4916763 $ 4987196 § 5088296 $ 5,137,557
Plus: Sources 35,164,564 38,267,015 41,565,190 44,647 443 49,741,046 55,878,879
Less: Uses (35,296,524) (38,197,223}  (41,494757) (44,576,344) {49,661,785)  (55,164,859)
Ending Balance $ 4846972 $§ 49167683 $ 4987196 $ 505829 $ 5,137,557 $ 5,851,577
RCFC Fund
Beginning Batance $ 5373570 $§ 3524441 § 4437149 $ 6626987 $ 0982254 $ 14,033,639
Plus: Sources 6,594,828 7,510,084 8,585,353 10,229,528 11,485,169 12,920,710
Less: Uses (8,443,956} (6,597,376) {6,395,516) (6,874,261) (7,433,784) (8,245,227)
Ending Balance $ 3524442 § 44377149 $ 6626987 $ 9982254 § 14,033,638 $ 18,709,122
Construction Fund
Beginning Balance § 15457654 $ 14,501,780 $ 11,467,127 $ 4,314778 § 314,761 § 314,761
Plus: Sources 545,126 603,297 601,439 4,808,110 22,920,076 33,110,651
Less: Uses (1,501,000) (3,637,950) {7,753,789) (8,808,127} {22,920,076) {33,110,651)
Ending Balance $ 14,501,780 § 11467127 $ 4314778 § 34,761 § 314,761 $ 314,761
Rate Stabilization Fund
Beginning Balance $ 2316827 $ 28389025 § 1,880,437 § 775,972 % 1,863,079 § 5,473,553
Plus; Sources 522,008 56,778 47,011 1,087,107 3,610,474 2,348,967
Less: Uses . {1,015,266) {1,151,476) - - -
Ending Balance $ 2838925 $§ 1,880,437 § 775972 § 1,863,079 $§ 5473553 $§ 7,822,520
Bond Fund
Beginning Balance $ 20236273 $§ 20230218 $§ 20,227,237 $ 20,256,645 $ 20,822901 $ 23,721,174
Plus: Sources 11,386,113 11,366,115 11,374,411 11,915,260 14,529,655 17,319,148
Less: Uses (11,392,167)  (11,369,097) (11,345,003} (11,349,003} (11,631,382}  {13,059,761)
Ending Balance $ 20230219 § 20,227,236 § 20256645 $ 20,822901 $§ 23721174 $ 27,980,559
All Funds Summary
Beginning Balance $ 48,363,256 §$ 45942335 § 42928713 $ 36,961,577 $ 38,041,291 § 48,680,684
Plus: Sources 54,212,728 57,803,289 62,173,405 72,687,448 102,286,420 121,578,353
Less: Uses (66,633,647)  (60,816,911)  (68,140,541) (71,607,734 (91,647,027)  (109,580,498)
Ending Balance $ 45942337 § 42928713 § 36,961,577 $ 38041292 § 48,680,684 $ 60,678,539

The tables above assume that Lake Tapps will be developed by 2026. If the Lake Tapps timeline is
extended to 2041 (for example), with revised contracts with Seattle, Tacoma, and/or Covington providing
water in the interim, 2013 and 2014 sources and uses will be the same as shown above, but revenue
and expenditure requirements will differ after 2014 as shown in Figures 2 and 3 (six pages forward).







E. 2013-2014 Operating and Debt Service Budget Summary and

Detail

Table 4 below shows 2009 through 2014 operating budgets by operational unit. Total operating
expenditures are budgeted to increase by 1.7% from 2012 to 2013, and increase by 3.4% in 2014. The

budget increases are due primarily to increased water contract costs, which are partially offset by
reductions in Conservation and Lake Tapps Operations. The 12.7% increase in debt service costs
reflects the payment schedules for the bonds Cascade plans to issue in 2012,

Table 4: Operating

Budget and Debt Service Expenditure Summary 2009-2014

Budget Area 2009 Budget 2010 Budget 2011 Budget 2012 Budget | 2013 Budget | 2014 Budget | 201210 2013 | 2013 to 2014
Administration & Finance $ 1,524,486 | § 2,825,306 | § 2805688 |$ 29203078 3224418|$% 3,235,569 10.1% 0.3%
Communications & intergov. 585,400 717,000 637,000 610,000 635,000 -4.2% 4.1%
Conservation 812,351 996,000 1,166,000 1,166,000 745,500 738,500 -36.1% -0.9%,
General operations 23,954,813 20,776,091 19,495,151 21,977,495 23,428,654 24,372,794 6.6% 4.0%
Lake Tapps operations 3,362,075 3,519,887 2,888,005 1,810,950 1,831,950 -37.3% 1.2%
Planning 1,500,000 1,050,000 570,000 863,000 905,500 52.3% 4.3%
Total Operating $ 26201650 |% 30044872[% 28,753,726|% 30,167,897 | % 30687.522|% 31,719,313 1.7% 3.4%
[Debt service |3 60874395 9,426,363 |$% 10,155373[$% 10,145179]§ 11,434207[§ 11,410,939 ] 12.7%] 0.2%)|

Tables 5 through 10 expand on the summaries shown above. They highlight specific budget drivers for

2013 and 2014.

Table 5: Administration & Finance Budget Detail

Administration & Finance 2012 Budget 2013 Budget 2014 Budget | 2012 to 2013| 2013 to 2014
Wages 3 1,634,807 | $ 1,970,218 | $ 2,097,510 20.5% 6.5%
Equipment 30,000 32,000 33,000 6.7% 3.1%
Goods & Services 287,400 453,200 358,560 57.7% -20.9%
Legal 430,000 585,000 578,500 36.0% -1.1%
Miscellaneous 5,500 6,000 6,500 9.1% 8.3%
Professional services 217,500 168,000 150,500 -22.8% -10.4%
Travel 20,000 10,000 11,000 -50.0% 10.0%
Operating contingency 200,000 - - -100.0% -100.0%
Administration & Finance total $ 2825307 | $ 3,224418 ' $ 3,235,570 14.1% 0.3%

Key drivers, reductions: The operating contingency of $200,000 has been transferred to the General

Operations budget in 2013 and 2014.

Key drivers, additions: The wages line is budgeted to increase to accommodate contracted work

converted to staff, 3.0% COLA and healthcare premiums catch-up, and part-time employees. The legal
services budget line reflects a transfer of the legal budget from the CIP to the Operating Budget (no net
increase). The goods & services line increases in 2013 due to the recharacterization of some

professional services lines as well as a one-time electronic document management initiative in 2013.

Table 6: Communications & Intergovernmental Budget Detail

Communications & Intergovernmental 2012 Budget | 2013 Budget | 2014 Budget | 2012 t0 2013| 2013 to 2014
Professional services $ 130,000 $ 185000|% 185,000 42.3% 0.0%
Lobbying 180,000 115,000 115,000 -36.1% 0.0%
QOutreach 175,000 230,000 235,000 31.4% 2.2%
Other services 152,000 80,000 100,000 -A7.4% 25.0%
Communications & Intergov. total $ 637,000 | $ 610,000 | $ 635,000 -4.2% 4.1%

Key drivers, reductions: Lobbying expenditures, especially federal, will be reduced in 2013.








Key drivers, additions: The remainder of the Communications & Intergovernmental budget is essentially
the same in 2013 and 2014, although individual expenditure line items have been shifted and refocused
to reflect Cascade’s continuously evolving communication and outreach priorities and strategies.

Table 7: Conservation Budget Detail

Conservation 2012 Budget 2013 Budget 2014 Budget | 2012to 2013| 2013 to 2014
Rebates $ 825,000 | § 424,000 | § 442,000 -48.6% 4.2%
Goods & services 340,000 244 000 229,000 -28.2% -6.1%
Professional services - 75,000 65,000 -13.3%
Legal 1,000 2,500 2,500 150.0% 0.0%
Conservation total $ 1,166,000 | $ 745,500 | $ 738,500 -36.1% -0.9%

Key drivers, reductions: The residential rebate program will be discontinued in 2013.

Key drivers, additions: No significant additions in 2013 or 2014.

Table 8: General Operations Budget Detail

Operations: General 2012 Bugdet 2013 Budget 2014 Budget | 2012 to 2013| 2013 to 2014
Water contracts $ 21,207,495 (% 22,486,154 | § 23,583,294 5.6% 4.9%
On-call engineering 500,000 200,000 200,000 -60.0% 0.0%
Milfoil control 100,000 50,000 50,000 -50.0% 0.0%
Dam owner responsibilities - 150,000 150,000 0.0%
Lake drawdown system study - 100,000 - -100.0%
Professional services 80,000 20,000 20,000 -75.0% 0.0%
QOperating contingency - 422,500 369,500 -12.5%
Operations: General total $ 21,977,495 |§ 23,428,654 |$ 24,372,794 6.6% 4.0%

Key drivers, reductions: Net reduction of $90,000 from 2012 to 2013 in general operations.

Key drivers, additions: Water contract expenditures will increase by 5.6%, due mainly to increases in the
cost of Tacoma water. Also, $200,000 in operating contingency was transferred from Administration to
Operations, and the contingency line was also increased while the long-term Lake Tapps operator

contract is being negotiated.

Table 9: Lake Tapps Operations Budget Detail

Operations: Lake Tapps 2012 Budget 2013 Budget 2014 Budget | 2012 to 2013 2013 to 2014
Lake Tapps operator $ 2,352,095 |% 1,500,000 % 1,500,000 -36.2% 0.0%
Bellevue-lssaquah Pipeline maint. 50,000 50,000 50,000 0.0% 0.0%
Unplanned operation & maint. 100,000 10,000 10,000 -80.0% 0.0%
Road maint. & trail development 50,000 10,000 10,000 -80.0% 0.0%
Security 20,000 20,000 20,000 0.0% 0.0%
Permits 10,000 10,000 10,000 0.0% 0.0%
Equipment & supplies 6,000 17,500 17,500 191.7% 0.0%
Vendor services 100,000 77,000 80,000 -23.0% 3.9%
Utllities - 60,000 60,000 0.0%
Travel - 16,750 16,750 0.0%
Professional services 200,000 39,700 57,200 -80.2% 44 1%
Operations: Lake Tapps total $ 2,888,095 | § 1,810,950 | $ 1,831,450 -37.3% 1.1%

Key drivers, reductions: The Lake Tapps operator contract budget has been reduced by $852,095.
Veolia took over as operator from Puget Sound Energy.

Key drivers, additions: $60,000 has been added for utilities

, which were not included in the 2012 budget.







Table 10: Planning Budget Detail

Planning 2012 Budget 2013 Budget 2014 Budget | 2012 to 2013| 2013 to 2014
USGS joint funding agreeements $ 420,000 | § 250,000 | $ 500,000 -40.5% 100.0%
Lake Tapps meas. & modelling $ - $ 135,000 | $ 30,000 -77.8%
Lake Tapps HCP - 70,000 30,000 -57.1%
ACOE Mud Mountain fish passage 100,000 65,000 75,000 -35.0% 15.4%
Fish screen balance & testing - 50,000 - -100.0%
Legal services - 216,000 248,500 15.0%
Tailrace study 50,000 40,000 - -20.0% -100.0%
Miscellaneous services - 42,000 22,000 -47.6%
Planning total $ 570,000  $ 868,000 | $ 905,500 52.3% 4.3%

Key drivers, reductions: Joint funding agreements with the USGS will be reduced by $170,000 in 2013
before increasing to $500,000 in 2014. Expenditures for Mud Mountain fish passage work with the Army
Corps of Engineers will decrease in 2013 and 2014 from 2012 fevels.

Key drivers, additions: Funding will be added in 2013, continuing into 2014, for the Lake Tapps Habitat
Conservation Plan. Fish screen balancing and testing will occur in 2013. Legal services budget is
transferred from Administration for planning-related legal expenditures (no net Cascade increase).

F. 2012-2018 Capital Improvement Program

The seven-year Capital Improvement Program {CIP) is based on the 2012 Transmission and Supply
Plan (TSP) update. The amounts shown below for the years 2013 —~ 2019 assume that Lake Tapps will
be built after 2024, with water being obtained in the meantime by extended contracts with Seattle and
Tacoma. The majority of the 2013-2019 CIP will be to replace the Lake Tapps timber flume ($9.25
million) and to complete projects identified by the 2012-2013 condition assessment related to the Lake
Tapps lower conveyance system ($5.0 miflion).

Table 11: Capital Improvement Program Summary 2012 — 2019

2012 2013 2014 2015 2016 2017 2018 2019

$ 1485000 1475000 (% 3610,000|$ 7,725,000 % 2,810,000[§ 3,590,000 [$ ~ 1,215,000 $ 660,000

The 2013 CIP is $1,475,000 and will fund improvements to the Bellevue-Issaquah Pipeline and
equipment and modification on Lake Tapps systems. The 2014 CIP is $3,610,000 and will focus mostly
on replacing the timber flume and other Lake Tapps projects.

The table below shows specific projects envisioned through 2019.

Table 12: Capital Improvement Program 2012 — 2019 Detail

Capital Improvement Program 2012 2043 2014 2015 2016 2017 2018 2019
White River/Lake Tapps Project
Upper conveyance system; Headgate modifications, etc. $ -1% 100000(% 1000005  100,000|%  100000|% 1,000000|% 250,000 |% 100,000
Replace timber flume - 250,000 2,500,000 6,500,000 - - - -
Lower conveyance system projects - 100,000 150,000 250,000 2,000,000 2,000,000 500,000 100,000
Lake Tapps reservoir: piszometers and dike improvements & repairs - 200,000 200,000 200,000 200,000 100,000 100,000 100,000
Security and SCADA: cameras, fences & gates, slectrical, IT - 200,000 200,000 200,000 200,000 100,000 100,000 100,000
Fagilitigs: roofs, planking, tunnel intake wood decking - 250,000 250,000 200,000 100,000 100,000 100,000 50,000
Equipment: marine & land vehicles and gaging stations 44,000 250,000 150,000 150,000 150,000 150,000 150,000 100,000
Fish Screen Modifications - - - - - - - -
Powerhouse bypass valve replacement 1,320,000 - - - - - - -
Construction attomey 11,000 25,000 60,000 25,000 80,000 40,000 15,000 10,000
Bellevue-lssaguah Pipeline Improvements: valves and meters 110,000 100,000 - 100,000 - 100,000 - 100,000
Total CIP Projects $ 4485000 % 1475000 |% 3,610,000|% 7,725000 (% 2,810,000 (% 3,500,000 |$ 1,215,000 ($ 660,000

The Debt Service budget will be approximately 12.7% greater in 2013-2014 due to the issuance of $21.3
million in new bond debt in 2012 to fund RCFC credit repurchase and Lake Tapps CIP projects.
Additional debt may be issued if new water supply contracts are executed.








The 2013-2014 budget will meet cash flow and reserve requirements as mandated by Cascade’s fiscal
policies.

G.2013-2014 Staffing and Salary Schedule
Staffing in 2013-2014 will be as follows:

1. Chief Executive Officer 7. Intergovernmental & Communications Director
2. Program & Policy Assisant 8. Management Assistant

3. Capital Projects Director 9. Director of Finance & Administration

4. Director of Planning 10. Water Resources Manager

5. Business Manager 11. Operations Manager

6. Economist

The staff salary scale will be as shown in Table 15:
Table 13: Salary Scale (Monthly)

The 2013 salary scale includes a 2.43% cost-of-living-adjustment (COLA) over 2012, in accordance with
Cascade’s Human Resources Policies & Procedures Manual. The COLA is calculated at 90% of the
June 2011 - June 2012 Consumer Price Index for Seattle-Tacoma Urban Wage Earners (CPI-W). From
June 2011 to June 2012, the CPI-\W rose 2.7%.

2012 2013

Position Grade Min. Max. Min. Max.

No current position 1 $3,352 $5,028 $3_433l $5.150
No current position 2 $3,854 $5,782] $3,948| $5,923
Program & Policy Assistant 3 $4.437 $6,654 $4,.545; $6.816
Business Manager and Management Assistant 4 $5,110 $7,665| $5,234| $7,851
Water Resouroe; . Manager 5 $5,-8'."6 $8.815 $6019 $9029
No current position 6 $6,764 | $i (-),146. $67,92778 $10,393
e i 7 . $7.782)  §11673 §7.071 $11,957
Directors, and Operations Manager 8 $8,954| $13.430] $9,172| $13,756
Eoonomfatl o | s10207] s15444 10547 s15810

H.2013-2014 Rates and Charges

The history of rate increase forecasts has varied over the years, from 3.0% to 9.5%. These variations in
rate increase forecasts are due mostly to changes in CERU growth patterns and revised assumptions
about future costs.








Table 14: Rate Forecast History 2009 - 2016

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

Adopted 7.5%| 7.5%

Projected in fall 2004 55%| 5.5%| 55% 3.0%| 3.0%
Projected in fall 2005 6.0%| 4.0%| 3.0%| 3.0%| 3.0%
Projected in fall 2006 9.5%| 4.0%| 4.0%| 4.0%| 4.0%
Projected in fall 2007 9.5%| 9.5%| 4.5%| 3.0% 3.0%
Projected in fall 2008 7.5% 7.5%| 7.5%| 5.0%| 5.0%
Projected in fall 2009 5.0% 5.0%| 5.0%| 4.0% 4.0%
Projected in fall 2010 6.0%| 6.0% 6.0% 8.0%| 9.0%
Projected in fall 2012 3.75%| 4.0%| 9.0%! 11.0%

The projected annual member charge increases for the next five years assumes the baseline scenario of
existing water supply contracts and Lake Tapps in service in 2026. The rate profile would be lower if
new water supply contracts are executed and Lake Tapps is deferred farther into the futures.

Table 15: Actual and Revised CERU Growth Projections 2005 - 2015

2005 2006, 2007, 2008 2009 2010 2011 2012 2013 2014 2015
Bellevue 1,246 269 547 350 623 140 161 166 169 173 177
Covington WD 868 | 1,339 336 563 135 40 187 130 150 300 300
Issaquah 089 14 395 447 52 125 135 125 125 125 126
Kirkland 300 259 155 61 74 89 53 50 50 50 50
Redmond 1,064 647 425 502 384 393 281 250 250 275 300
Sammamish WSD 519 174 106 200 136 231 207 130 300 320 320
Skyway WSD 12 9 8 10 - 5 6 53 5 5 5
Tukwila 14 30 35 29 10 17 3 5 5 5 5
Total 5012 | 2,741 | 2,007 | 2162 | 1,414 | 1,040 1,033 909 | 1,054 | 1,253| 1,282
Projection from 2011-2012 Budget, for comparison 1,144 1,312 | 1,681 1,053 | 2,231

Since the construction industry slowdown that began in 2009, CERU growth forecasts have been
revised downward, which puts upward pressure on rates to make up lost RCFC revenue. Prior to 2010,
CERU growth projections have forecast approximately 2,000 CERUs of growth annually since 2007.

Based on input from member staff since, those projections were reduced to approximately 1,000-1,200
CERU’s per year through 2015.

Figures 2 and 3 on the next page display short-term and long-term rate impacts for the current cost

assumptions (i.e., the base scenario with no water supply contract changes).








Figure 2: Short-Term Cost Forecast
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Figure 3: Long-Term Cost Forecast
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Table 16 shows a derivation of the projected 3.75% rate increase for 2013. Although Operating fund
uses are expected to decrease, new debt service and increased water contract charges are the primary
drivers for the 3.75% rate increase.








Table 16: 2013 Rate Increase Derivation

Change from 2012 to 2013 Rate reduction | Rate addition
New debt service 3.45%
Increased water contract charges 3.50%
Use of Operating Fund balance -2.00%

Net RCFC increase (lower growth, no credits) -1.10%

Other operating expenditures -0.10%

Subtotal -3.20% 6.95%
Net rate impact 2012 to 2013 3.75%

The rate change from 2013 to 2014 is projected to be 4.00%. This is our best estimate at this time, but
some factors (e.g., higher growth, lower borrowing interest rate) could improve the rate, while others
(e.g., water contract supply costs, fiscal policy implementation} could increase it.

Table 17: 2013 and 2014 Member Rate Changes, Before and After Adjustments
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Demand share projections are as follows:

Table 18 - Demand shares projected for each member from 2012 to 2016

Member 2012 2013 2014 2015 2016
Bellevue 19.7900 18.8577 18.4126 18.8449 19.2782
Covington WD - - - - -
Issaquah 0.9412 0.9112 0.9077 0.9659 0.9905
Kirkland 5.2052 4.9405 4.7985 4.9688 5.0777
Redmond 6.5090 6.3650 6.0733 6.4643 6.7073
Sammamish Plateau WSD 1.0000 1.0000 1.0000 1.0000 1.0000
Skyway WSD 0.4010 0.4245 0.4271 0.4483 0.4464
Tukwila 2.5865 2.5404 2.5165 2.5721 2.5824
Total 36.4329 35.0393 34.1358 35.2644 36.0825
Table 19 - Demand share percentages projected for each member from 2012 to 2016:
Member 2012 2013 2014 2015 2016
Bellevue 54.32% 53.82% 53.94% 53.44% 53.43%
Covington WD 0.00% 0.00% 0.00% 0.00% 0.00%
Issaquah 2.58% 2.60% 2.66% 2.74% 2.75%
Kirkland 14.29% 14.10% 14.06% 14.09% 14.07%
Redmond 17.87% 18.17% 17.79% 18.33% 18.59%
Sammamish Plateau WSD 2.74% 2.85% 2.93% 2.84% 2.77%
Skyway WSD 1.10% 1.21% 1.25% 1.27% 1.24%
Tukwila 7.10% 7.25% 7.37% 7.29% 7.16%

Total 100.00% 100.00% 100.00% 100.00% 100.00%








I. 2013 Regional Capital Facilities Charge

Staff proposes that the RCFC be held at $6,005 per CERU for the next two vears. The current CIP does
not warrant an increase in the RCFC. At the same time, however, Cascade has made and will continue
to make capital investments over the next ten years that justify not reducing the RCFC. Also, it is more
prudent for financial planning purposes to keep the charge at its current level rather than reducing it now
to increase it significantly in just a few years.

Figure 4: RCFC Charge History and Projection
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Iltem No. 8 (b)
September 26, 2012

AGENDA MEMORANDUM

SUBJECT

Motion to adopt Resolution No. 2012-19 establishing Regional Capital Facilities Charge (RCFC)
for 2013 at the same level as 2012, i.e., $6,005 per CERU and projecting the Regional Capital
Facilities Charge for the year 2014.

BACKGROUND

Regional Capital Facilities Charges (RCFC) are charges for new water connections and are
based on a pro rata share of Cascade’s Capital Investment Program costs. RCFC revenues are
used to repay debt and to fund capital projects. A history of RCFC rates is shown below:

Regional Capital Facilities Charge
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$5,600 -
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| ----Proposed ---- |

During the budget development process, Cascade analyzes its capital projects requirements
and rate structure to develop an RCFC recommendation for the coming biennium. Cascade staff
has completed its 2012 analysis and has developed an RCFC recommendation for 2013 and
2014.

Cascade staff recommends holding the RCFC at $6,005 per CERU for the next two years. The
current CIP does not warrant an increase in the RCFC. At the same time, however, Cascade
has made and will continue to make capital investments over the next ten years that justify not
reducing the RCFC. Also, it is more prudent for financial planning purposes to keep the charge
at its current level rather than reducing it now to increase it significantly in just a few years.





At this time, there is not a firm basis for increasing or decreasing the charge, and freezing it for
one year will stabilize the RCFC revenue stream, which is important because Cascade’s debt
service is a real expense that rates would have to cover to the extent that RCFCs do not.

Although Cascade adopts biennial budgets, the RCFC will continue to be adopted annually, in
accordance with Resolution No. 2010-08.

FISCAL IMPACT

The RCFC rate is a key component of the 2013-2014 Cascade Budget and capital improvement
plan. The proposed 2013-2014 Cascade Budget has been developed consistent with the RCFC
set at $6,005. Since RCFC revenue contributes to debt service payments in 2013-2014, any
adjustment of the RCFC could affect the amount of debt service coverage required from the
Operating Fund, which could in turn affect Member rates. The amount of RCFC revenue
available for debt service payments and capital projects funding depends on actual CERU
growth achieved among Cascade’s Members. Since 2010, CERU growth projections have been
reduced significantly from prior forecasts and Cascade’s continues to gather input from
Members on changes in their growth forecasts.

OPTIONS
1. Keep the 2013 RCFC rate at the same level as 2012, i.e., $6,005 per CERU.

2. Establish a 2013 RCFC at a rate other than the 2012 level of $6,005 per CERU.
3. Take no action on the 2013 RCFC and refer the subject back to staff for additional work.

RECOMMENDED ACTION

Adopt Resolution No. 2012-19 establishing Regional Capital Facilities Charge (RCFC) for 2013
at the same level as 2012, i.e., $6,005 per CERU and projecting the Regional Capital Facilities
Charge for the year 2014 (Option 1 above).

ATTACHMENT

Proposed Resolution Number 2012-19 —|View PDF>








Attachment

VA\ CAscADE WATER ALLIANCE

C E REsoLuTtioN No. 2012-19
N

WATER ALLTANCE

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE CASCADE WATER ALLIANCE, A
WASHINGTON MUNICIPAL CORPORATION,
SETTING THE REGIONAL CAPITAL FACILITIES CHARGE FOR THE YEAR 2013 AND
PROJECTING THE REGIONAL CAPITAL FACILITIES CHARGE FOR THE YEAR 2014

WHEREAS, the Cascade Water Alliance (“Cascade”) is a Washington municipal
corporation formed under authority of the Joint Municipal Utilities Authority Act (Chapter 39.106
RCW) to provide water supply to its Members; and

WHEREAS, the Joint Municipal Utility Services Agreement authorizes Cascade to adopt
a Regional Capital Facilities Charge (“RCFC"), and in furtherance of that Agreement the Board
of Directors has adopted a methodology for calculating the RCFC which has been used to
calculate the RCFC; and

WHEREAS, by Cascade Water Alliance Code 5.55.020, the Board established a two-
year fiscal biennium budget that will consist of the adopted two consecutive annual budgets,
which together shall be referred to as “the biennial budget.” The Board further resolved that the
RCFC will continue to be approved annually and that when the biennial budget is adopted, the
RCFCs for the first year of the biennial budget would be determined and the RCFCs for the
second year to be projected.

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
CASCADE WATER ALLIANCE, as follows:

Section 1. Determination of the RCFC for 2013.
The RCFC effective January 1, 2013, shall be $6,005 per Cascade Equivalent Residential Unit
(CERU).

Section 2. Projection of the RCFC for 2014.
The RCFC effective January 1, 2014, is projected to be $6,005 per CERU.

Section 3. Review and Adjustment.
Beginning no later than September 1, 2014 and completed prior to December 31, 2013, the
Board will consider a mid-biennium budget review and adjust and re-confirm the 2014 Budget.
This review and adjustment may include changes to the RCFC for 2014 adopted in the
Resolution.

Section 4. Effect. This Resolution shall be in full force and effect on the date of its
adoption.

Cascade Resolution No. 2012-19
September 26, 2012
Page 1 of 2







Attachment

ADOPTED AND APPROVED hy the Board of Directors of the Cascade Water Alliance at
a regular meeting thereof, held on the 26th day of September 2012.

ATTEST:

Chuck Clarke, CEO

Members
Yes

No

Demand Share

Yes %

Cascade Resolution No. 2012-19
September 26, 2012
Page 2 of 2

CASCADE WATER ALLIANCE

John Marchione, Chair

David Knight, Vice Chair

Jim Haggerton, Secretary/Treasurer

Include in CWAC?
[0 Yes
X No
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WATER ALLTANCE
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ADOPTED AND APPROVED hy the Board of Directors of the Cascade Water Alliance at
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Item No. 8 (c)
September 26, 2012

AGENDA MEMORANDUM

SUBJECT

Motion authorizing the Chief Executive Officer to increase the 2012 Watershed, LLC contract
from $50,000 to $75,000 to provide irrigation inspections, irrigation program development,
irrigation contractor training, and support of the development of a peak season demand
management program.

BACKGROUND

Efficient irrigation decreases Cascade’s peak season demand and extends Cascade’s existing
water supplies. Cascade operates an Irrigation Efficiency Program to encourage non-residential
accounts to retrofit existing irrigation systems for greater efficiency. The program requires
administrative review of applications, collection and review of site plans, invoices and other
documents, site investigations before projects are authorized and inspections after work is
completed and before rebates are issued.

Many opportunities have arisen in 2012 that have allowed Cascade to take actions that help
manage peak season demand and provide a more reliable long-term water supply. However,
the approved contract budget of $50,000 is being diminished more quickly than anticipated.
The following activities have been completed under the current contract:

* Administration and inspection of several irrigation efficiency upgrade projects and
irrigation evaluation projects.

* Development and implementation of a new irrigation evaluation program.

* Review of design and installation standards for Sound Transit's Tukwila facility and
review of irrigation installation at Sound Transit’s Issaquah facility.

* Development of irrigation contract standards.

* Review and development of curriculum or training for organizations such as Lake
Washington Technical Institute, Washington State Nursery and Landscaping
Association, and AWWA.

* Review and revision of existing Irrigation Efficiency Program specifications and
administration.

Additional tasks and projects that are planned for the remainder of 2012 include:
* Contractor training on technical issues relating to irrigation system management.
* Development of model landscape codes and ordinances.
* Completion of outstanding irrigation efficiency projects.
e Support of a peak season demand management program.

To ensure there is adequate funding to complete the anticipated work under this contract for the
remainder of 2012, the Water Resources Manager requests an increase to the contract budget.





FISCAL IMPACT

The requested contract budget amendment of $25,000 will provide adequate budget for the
remaining work in 2012. There is adequate funding in the current 2012 conservation program
budget to support this contract budget amendment.

OPTIONS

1. Authorize the Chief Executive Officer to increase the 2012 Watershed, LLC contract
from $50,000 to $75,000.

2. Do not authorize the Chief Executive Officer to amend the 2012 Watershed, LLC
contract and provide alternative direction to staff.

RECOMMENDED ACTION

Authorize the Chief Executive Officer to increase the 2012 Watershed, LLC contract from
$50,000 to $75,000.
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Item No. 10 (b)
September 26, 2012

FINANCE & MANAGEMENT COMMITTEE
E Jim Haggerton, Chair, Mayor, City of Tukwila
NCE Fred Butler, Councilmember, City of Issaquah

Hank Margeson, Councilmember, City of Redmond

ALLTA

Meeting Recap
Thursday, July 19, 2012
1:30 — 3:00 PM
Bellevue City Hall Room 1E-118

1. Chair Comments - None

2. Executive Session - None

3. Discussion Iltems

A. 2012 Bond Issue. Member finance directors and Cascade’s proposed bond team were in
attendance to kick-off Cascade’s 2012 bond issue. Discussion topics included:

Bond purpose and components (up to $55.6 million for RCFC purchase, potential Covington
& Tacoma contracts, and miscellaneous Lake Tapps & BIP projects; bond issue target date
is November 1, 2012)

Comparison with Cascade’s prior bond issues (virtually identical)

Bond market update and borrowing conditions (BABs program has expired, but borrowing
conditions are still very good; anticipate a borrowing rate of 4.0% or less)

Competitive vs negotiated underwriting services (competitive approach appears better at
this time; will seek Board direction on 7/25/12 to confirm; a negotiated sale requires more
lead time to select an underwriter, but it could be done relatively quickly if needed)

Credit rating and alternative disclosure efforts (will seek to improve S&P rating from AA+ to
AAA; such a ratings upgrade could improve the borrowing rate by as much as 0.25%;
Moody’s upgrade is not as predictable)

Coordination with members on timing & deadlines, information needs, and disclosure
requirements (information requests have been sent to members, much information has
already been received back).

B. 2013-2014 Budget & Rates. Ed Cebron provided a follow-up to the budget & rates presentation
made to the Board at its June 27, 2012, regular meeting. The average member rate increase for
2013 and 2014 is still expected to be 4.0% (before adjustments). It was suggested that more
emphasis be placed on showing how various contracts currently in negotiation may provide
advantage by deferring future capital investments.

C. Covington, Seattle, and Tacoma Negotiations. An update was provided on current water contract
negotiations. All three negotiations are nearing completion.

4. Items Recommended For Action At July 25, 2012, Board Meeting





Finance & Management Committee Meeting
July 19, 2012
Page 2 of 2

A. Bond Consultants Authorization. The Committee endorsed two Consent Action Items on the
upcoming Board meeting agenda on July 25, 2012, to engage Foster Pepper as bond counsel for
$75,000 and SDM & Dashen & Associates (jointly) as bond financial advisor for approximately
$75,000.

5. Information Items — None

6. Next Meeting Date and Location: Thursday, September 20, 2012, 1:30 — 3:00, Cascade Office






Item No. 10 (c)
September 26, 2012

PUBLIC AFFAIRS COMMITTEE
CASCADE

CE Penny Sweet; Chair, Kirkland
Lloyd Warren, Sammamish Plateau Water & Sewer

Bob Brady, Sammamish Plateau Water & Sewer

Stacy Goodman, Issaquah

Doreen Marchione, Kirkland

Kevin Wallace, Bellevue

Meeting Recap
Tuesday, September 11, 2012

Activity on Cascade’s interim legislative proposals: The committee reviewed
measures being prepared in advance of the 2013 Legislative Session. They included:

1. Fire Hydrant Protection (Lane case) The Cascade led effort to facilitate possible
legislative fixes to recent Supreme Court decisions held an initial meeting in August
with about 30 agencies represented. That group reviewed the problem statement,
legislative intent, and critical issues they felt should be addressed. Following that
meeting, a group of attorneys drafted a refined problem statement and legislative
approach that reflects regulatory compliance. The draft measure was the subject of
the group’s second meeting held in mid-September with further refinements being
proposed and possible legislative measures being drafted.

2. High Efficiency Toilets: This continues to be a priority to ensure future wise water use
and stewardship statewide by reducing the number of gallons per flush required by
toilets after 2015 to less than 1.3.

Proposed board member survey: A proposed survey for board members and
alternates to help determine 2013 outreach, public affairs, intergovernmental and
communications plan was authorized. The survey was sent out to all board members and
alternates with a completion and return date of late September. The findings will help
shape future activities of the committee, as well as outreach and communications, and
Cascade will work with member staff to identify efforts to best implement the findings.

Updates

1. Cascade brochure: The standard Cascade hand out — a tri fold brochure — has
been updated to reflect Cascade’s municipal corporation status as well as being
updated in general. This brochure is available to members for their service desks
as well as for distribution at events and activities.






2. Johnson Foundation activities: Chuck Clarke shared with the members his recent
attendance at a Johnson Foundation program in which the declining demand rate
is being felt now throughout the country. The group reviewed options and methods
of looking at demand and how it fits into overall supply planning.

3. Community and chamber outreach (completed and scheduled): Events are
planned for Sammamish and Bellevue, and Cascade board members have
completed presentations at the Southwest King County Chamber (Jim Haggerton),
the Kirkland Sustainability event at the chamber (Chuck Clarke and Penny Sweet),
and Issaquah Kiwanis (Fred Butler and Stacy Goodman). The focus of the
presentations is that having sufficient water provides an economic advantage, but
also that wise uses and planning for that water’s future is equally important.

4. Draft 2013 Legislative Agenda: Staff was directed to incorporate proposed
legislative issues listed above and include the existing federal issues and come
back to the committee in October with a draft 2013 Municipal, State, and Federal
Legislative Agenda for consideration.

Van Ness Feldman Gordon Derr: TC Richmond, general counsel for Cascade, explained
that the Gordon Derr firm has merged with a Seattle and Washington DC based firm (Van
Ness Feldman) expanding its existing water, utilities, and environmental firm with
outreach, public policy, industry, and organizational experience and connections. These
connections dovetailed with Chuck Clarke’s work with the Johnson Foundation and
provide opportunities for Cascade to tell its story to a national audience and being a part
of policy making organizations that can help Cascade as it progresses. Members were
interested in determining what further pursuits with the new firm could mean for Cascade
in the future.

Next Meeting: Tuesday, October 9, 2012, at 8 a.m., Cascade’s Conference Room.





































































































