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Cascade Water Alliance Annual Meeting
February 28, 2001

NOTE:
The Nisqually earthquake occurred as guests were on route to the meeting.
Due to the earthquake, Governor Locke was unable to attend.
The Governor’s remarks were presented by Jim Waldo, Seattle Attorney.
Guests were dismissed following Mr. Waldo’s remarks.
No Board Meeting was held, and no official business was conducted.

The following Speaking Notes were provided by the Governor’s office.

GOVERNOR GARY LOCKE SPEAKING NOTES
CASCADE WATER ALLIANCE ANNUAL MEETING
February 28, 2001

Message: | have a bold plan and we must work together to implement it.
Length: 14 minutes

Thank you, Al, for that kind introduction. 1’m glad to be here today.

During my past four years as governor, if | have learned anything it is that our ability to
» secure economic development,
* respond to future population growth and
* restore salmon runs
all depend on our ability to
* preserve,
» developand
» deliver water effectively to every corner of this state.

I have recently proposed a Water Action Plan For Washington, and | am asking you to become
part of our solution.

There are copies of a summary of the strategy passing around the room. As they make their way
to you let me make it clear that | personally decided on each element of this plan and | am
committed to this strategy.

I told the legislature that they can’t go home until we make real progress on this issue. | meant
it.






Our approach is based on my belief that real and lasting progress in meeting our water needs
requires that conflicting interests move forward together at the same pace to meet the future
water needs of people, farms and fish.

In the future | envision we will:

1. One. Change the way we use water. This includes being a lot more efficient and also being
willing to redirect water to high priority uses.

2. Two. Re-use a lot more water. We must invest in water-storage capacity to retain excess
water during wet periods and draw on it in dry weather.

3. Three. Accept that human needs are not the only priority for water use. The wildlife and fish
that we value so much also require a fair share.

4. Four. Protect and preserve healthy watersheds by making sure there is an adequate base of
water in lakes, reservoirs, rivers and streams.

5. Five. Create the ability to buy, sell and trade water rights so we can eliminate uncertainty
and restore confidence in our system.

6. Six. Develop an effective water management system that sustains both local communities
and the natural systems on which we all rely. The system will protect existing rights, provide
flexibility, timely and predictable supplies, and ensure clear accountabilities for all parties.

7. And seven. Share governance of water resources and clearly define everyone’s obligations
for water management.

The strategy is based on three principles:
* Meeting the needs of a growing population and a healthy economy statewide
* Meeting the needs of fish and healthy watersheds statewide, and
» Advancing these two principles together, in increments, over time.

If we do not address each of these principles our efforts will fail. This point has been proven for
the past several decades.

Past efforts to resolve our water issues have failed. That fact illustrates how deeply ingrained are
the conflicts. With these principles I’m proposing, | believe we will overcome historical
resistance.

Our Strategy has four components:
* legislation,
* regional initiatives,
» administrative actions and
* funding.





On the legislative front this year we are seeking tools that we can immediately put into place.
These tools will help make the system work right away with little policy risk.

These tools include:

4 Prioritizing and processing changes in water permits separately from new water permits.
¢ Allow family-farm water permits to be converted in urban growth areas.

¢ Affirm the authority of locally based water conservancy boards to process all water-right
changes; clarify the accountability and liability of board members and clarify that water right
holders have the option of either going to Ecology or a board for processing changes or
transfers.

Increase funding for watershed planning groups.

Create certified water-rights examiners.

Provide tax incentives for water conservation and re-use, and

Encourage donations of water to the trust water rights program
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We are working with all the interests to perfect these tools and are open to all ideas. But it is
imperative that by the end of the session tools are in place. We expect to have a bill ready to
move in the next ten days and | am asking for your help with getting this important legislation.

In fact, having these tools in place right away will assist us in finding solutions to the challenges
we face with the pending drought. The tools will allow us to make water transfers in a timely
way, to protect instream flows by encouraging water right holders to place water in the trust
water program and through leasing water.

The potential economic and environmental consequences of our pending drought are enormous.
We will need your help in fostering conservation by your customers.

What our focus on these tools this year means to you is we will not address the growing
communities and relinquishment issues this session.

I know these issues are very important to you. | assure you we will address them during the
remainder of this next year and will have a proposal for the legislature to consider next session.
Through this proposal we must find a way to:

» Allow public water systems to grow into their existing rights with certainty.

» Allow public water systems to move unused rights to new locations to meet the needs of

growth and fish.

» Allow inter-ties to serve new growth and to meet the needs of fish.

» Develop a single state process for water supply planning and water-right changes.

» Ensure that existing water rights are protected in the process.

» Define specific natural-resource obligations associated with the water right.

Again let me affirm our commitment to meeting the needs of growing communities consistent
with the principles I have outlined here today.





In the interim, while we develop and secure legislation, we want to address your interests by
taking the following actions:

1. First-- Ecology will suspend development of its municipal water rights rule until after
enactment of the growing community’s water legislation.

2. Second-- Ecology will not initiate any new litigation on municipal water rights.

3. Third-- Ecology and the Department of Health will develop an approach that allows for
approval of water system plans with a caveat. We will preserve the ability of utilities to begin
to use parts of the plan while we resolve these water rights issues.

4. Finally-- As municipal water rights come to Ecology for formal regulatory actions, the
agency will support growing communities to the best of their ability within current law.
Where legally possible, we would affirm water rights, determine temporary solutions and
postpone final decisions that are adverse to the needs of growing communities.

During the month of March, Jim Waldo and the water team will work with you and others to
design a process to develop legislation on growing communities, a kind of “use it or lose it,”
approach. We’ll also look at other key topics for the 2002 session. Once we have legislative
support for this interim process we’ll bring in stakeholders. | ask for your help in establishing
this process.

Finally, let me turn now to our proposed regional initiative for Central Puget Sound.

We are very encouraged by your accomplishments on these issues. Your planning is an
important first step for the suppliers to develop a long term strategy for the region.

Your individual efforts to conserve water...10% over the next 10 years...are impressive and it
appears to us there are a number of potential opportunities for delivering new supplies for the
region. It is not our intent to interfere or prioritize among these projects.

As part of my water strategy | am proposing a concerted effort to integrate your planning into a
comprehensive regional approach for managing water resources.

This approach would help you shape your own future, put water in step with GMA plans, and
define an approach to solving fish problems.

We will work with you on this initiative over the next several months and together with our
legislative efforts we will address the growing communities’ issues.

I know these challenges are tough. But we can face them...we can solve our water
problems...as long as we work together. Thank you very much.






BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance APRIL 11, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:07 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District, the City
of Issaquah, the City of Kirkland, the City of Mercer Island, the City of Redmond, Sammamish
Plateau Water & Sewer District, the City of Tukwila and Woodinville Water District were present,
constituting a quorum. A meeting attendance sheet was available at the door for all attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Sants Contreras, seconded by Steve Stevlingson and
unanimously approved.

B. Approval of Minutes from regular Meeting held on March 14, 2001

Motion to approve the Minutes from the regular Meeting held on March 14, 2001 was made by
Steve Stevlingson, seconded by Sants Contreras and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the revised Treasurer's Report for the month ending March 30, 2001 was made
by Sants Contreras, seconded by Steve Stevlingson and unanimously approved.

ACTION ITEMS
There were no action items for this meeting.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle — The Cascade Negotiating Team met with the
Resource Planning Committee on April 2, 2001 to review the status of the negotiations with Seattle
and to develop a recommended strategy for consideration by the Board. A matrix summarizing the
status of the negotiations was distributed with the April Board package. The Committee has
recommended that the Board hold an Executive Session to review negotiations on the Seattle contract
and to discuss contractual matters with legal counsel.

Status of Proposed Lake Tapps Project and Memorandum of Understanding — Representatives of
Cascade and representatives of Puget Sound Energy met with representatives of the Department of
Ecology on March 19, 2001 to review the draft Preliminary Permit for the Lake Tapps water right.
The Preliminary Permit was issued on March 20 and was distributed with the April Board package.
Cascade and PSE have met since then to draft a Memorandum of Understanding between Cascade
and PSE, describing how to jointly pursue the water right. A three-phase process was developed
during subsequent discussions, and the MOU now targets specific issues. The new revised draft
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MOU from PSE was received April 11 and will be reviewed and presented to the Board for
consideration.

Discussions have also begun with PSE and DOE regarding Cascade assuming the lead agency role
for the SEPA review of the project. A memorandum from Mike Ruark was distributed with the
April Board package, noting that Cascade is eligible to become a SEPA lead agency. Itis
recommended that Cascade develop and adopt SEPA rules so that it can perform the required
environmental review of the Lake Tapps water right.

It is estimated that the studies and analysis required under SEPA and the Preliminary Permit will cost
approximately $1 million over the next 18 to 24 months. The draft MOU will include a “cost-share”
arrangement between Cascade and PSE for this work, joint selection of consultants and joint
management of work tasks.

B. Membership Committee

The Membership Committee had no new business to report.
C. Finance Committee

The Finance Committee had no new business to report.

SIGNIFICANT CORRESPONDENCE
No significant correspondence was discussed or presented.

NEW BUSINESS

Alan Merkle announced that Mercer Island City Councilmember El Jahncke (the City's Alternate
Board Member) will be representing the City until a new Board Member and a new Alternate are
named. Mr. Merkle explained that his law firm, and he personally, represent clients that are involved
in water supply related activities in the region. Some of these clients may be interested in providing
services to Cascade. In order to avoid the potential appearance of a conflict of interest, Mr. Merkle
decided that it would be best to change representation on the Board at this time rather than excuse
himself from upcoming Board decisions. Mr. Merkle noted that Mr. Jahncke has a financial
background and recommended that Mr. Jahncke also assume the duties of Secretary/Treasurer if he is
the City's representative. The General Manager noted that official action is needed by Mercer Island
City Council in order to effect the change in Board representation.

The Board and General Manager thanked Mr. Merkle for his participation, insights and interest in
Cascade and regional water supply issues.

Rosemarie Ives announced that City of Redmond Councilmember Sharon Dorning will be
representing the City at Board meetings for the next 6 months. The General Manager noted that no
official action is needed from the City of Redmond since Ms. Dorning is already an Alternate Board
Member.

GENERAL MANAGER'S REPORT

The General Manager reported that due to an increase in monthly premiums with First Choice Health
Plan as well as a decrease in some services, Cascade is looking into a new health insurance package
for staff. The General Manager received approval to work with the Executive Committee, providing
that the impact to the budget is minimal.
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EXECUTIVE SESSION

The regular session was recessed at 4:40 PM. The Chair announced that the Board would hold an
Executive Session expected to last approximately 90 minutes. The Board will discuss Seattle
contract negotiations strategy and proposed contract terms and conditions with Counsel during the
Executive Session. The Chair invited all Alternate Board Members and any other representative of
Member utilities in attendance to attend the Executive Session. Mr. Merkle excused himself from
participating in the Executive Session. The Executive Session commenced at 4:42 PM.

The Board was provided confidential information regarding the Seattle negotiation status, proposed
contract terms and possible strategies. Discussions ensued and direction on further activities was
given by the Board.

The Executive Session adjourned at 6:00 PM. The Board re-opened the regular session and
adjourned.

NEXT REGULAR MEETING DATE:
May 9, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order

Board Members signed approved Minutes.
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ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Sants Contreras, City of Kirkland

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Jim Haggerton, City of Tukwila

Rosemarie lves, City of Redmond

Maureen Jewitt, Woodinville Water District

Alan Merkle, City of Mercer Island

Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Jon Ault

Pat Brodin

Don Davidson
Nancy Davidson
Gail Harrell
Dave Jochim
Erin Leonhart
Ron Little
Gwenn Maxfield
Judith Nelson
John Spencer
Deb Symmonds
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair

Alan Merkle, Secretary/Treasurer
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance MARCH 14, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:07 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District, the City
of Issaquah, the City of Kirkland, the City of Mercer Island, Sammamish Plateau Water & Sewer
District, the City of Redmond and Woodinville Water District were present, constituting a quorum.
A meeting attendance sheet was available at the door for all attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Sants Contreras, seconded by Charles Mosher and
unanimously approved.

B. Approval of Minutes from Regular Meeting held on January 10, 2001

Motion to approve the Minutes from the Regular Meeting held on January 10, 2001 was made by
Charles Mosher, seconded by Sants Contreras and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the Treasurer's Report for the month ending January 31, 2001 and the revised
Treasurer's Report for the month ending February 28, 2001 was made by Sants Contreras,
seconded by Charles Mosher and unanimously approved.

ACTION ITEMS
There were no action items for this meeting.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle — The Cascade Negotiating Team has met
weekly with the Seattle Public Utilities Team and has met separately to prepare for joint sessions.
The focus is on finalizing the block with Seattle, although access to the transmission system for
new supply has been an issue. Negotiating sessions will continue to be held weekly through April.

At the April Meeting, the Board will receive an outline of provisions in the draft contract,
highlighting areas where Cascade and Seattle have substantive differences. This will be prepared
following a review of the draft agreement by the Resource Planning Committee. The comparison
will be the basis for the Board’s briefing on the status of the contract negotiations and will
provide the necessary information for the Board to give the Negotiating Team additional policy
direction. The General Manager invited all Board Members to attend the Resource Planning
Committee Meeting scheduled for April 2. A reminder notice will be sent.

Charles Mosher reported on a breakfast meeting he attended at which Diana Gale, Director,
Seattle Public Utilities, was the guest speaker. Ms. Gale spoke about the drought and potential
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summer water shortages, among other issues. Mr. Mosher noted that Ms. Gale stated Seattle
Public Utilities is working with its wholesale customers to develop new agreements to replace the
current Purveyor Contracts, and that SPU is close to a final contract with the Water Supply
Association. However, negotiations with Cascade are not progressing at the same pace. She also
raised the issue of the "Operating Board", noting that SPU believes this entity will be of great
regional benefit and stressed that new supplies are being considered through the Central Puget
Sound Forum.

In response, Mr. Mosher stated that Cascade has been very consistent in its positions throughout
the negotiations with SPU. Difficulties have arisen when SPU has proposed overly restrictive
conditions related to the Block purchased from SPU and access to the SPU transmission system.
He also restated Cascade's concerns about expectations for the Operating Board.

Status of Proposed Lake Tapps Project and Memorandum of Understanding — Representatives of
Cascade, representatives of Puget Sound Energy and the Lake Tapps Task Force met with
Members of the Washington State Congressional Delegation in Washington, DC to review the
status of the Task Force efforts, the principles behind the proposed water supply project and the
actions the Delegation could take to support the efforts to save Lake Tapps. The water supply
project briefing package provided to the Delegation was reviewed and the Board was briefed on
the activities that will be necessary to continue development of the proposal.

Cascade also met with DOE officials and provided the same water supply project concepts,
stressing that this proposal provides water for both people and fish. The most unique feature of
Cascade's vision for Lake Tapps is that a portion of the project's yield will be dedicated to solving
endangered fish problems by supplementing or replacing current municipal withdrawals in the
Central Puget Sound region which adversely impact stream flows (especially in tributary areas).
This would be in addition to providing for increased in-stream flows in the White River.

DOE and PSE are continuing to develop a preliminary permit for the Lake Tapps Water Right,
which is expected to be issued in late March. This preliminary permit would list the information
required by DOE to make a final determination. The studies required by the preliminary permit
could cost as much as $200,000 to $400,000. In addition, Cascade has been asked to consider
taking on the lead agency role for the SEPA review of the Water Right.

Cascade will also be meeting with Tacoma Ultilities to discuss the potential connection of Lake
Tapps to the Second Supply Pipeline. Specifically, Cascade would like to request that the
construction EIS for the North Branch (to connect the Tacoma and Seattle transmission systems)
be expanded to include analysis of a pipe large enough to accommodate Lake Tapps flows. This
EIS is scheduled to start in the next few months.

A discussion followed about cost of a Lake Tapps project, possible opposition and alternatives if

the project is not approved. Motion was made by Sants Contreras directing the General Manager

to:

1) Negotiate and recommend for Board consideration an MOU with PSE for continued
development of the Lake Tapps water right;

2) Develop a recommendation related to Cascade becoming lead SEPA agency for Board
consideration;

3) Develop and recommend for Board consideration an agreement with Tacoma Utilities so that
the North Branch TSSP EIS considers the project conveying Lake Tapps flows; and

4) Estimate the total cost of these activities and the potential methods of Cascade funding such
costs. The motion was seconded by Charles Mosher and unanimously approved.

B. Membership Committee
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The Membership Committee had no new business to report. A discussion took place regarding
promoting new membership and possible penalties for late membership. The General Manager
noted that changes were proposed to the Interlocal Contract to address these issues, and will be
reviewed in conjunction with the final Seattle Contract.

C. Finance Committee

The General Manager presented Cascade Financial Reports for the year ending December 31,
2000. He also reported that nearly all 2001 Administrative Dues have been received.

SIGNIFICANT CORRESPONDENCE

The remarks by Governor Locke (delivered by Jim Waldo) at the Annual Meeting on February 28,
2001 were distributed with the Board package. The Governor has asked municipalities and utilities
to assist with implementing his strategy. Charles Mosher suggested lobbying support at some point
in time, which Cascade should plan to monitor and fund.

NEW BUSINESS

Charles Mosher announced that Bellevue City Councilmember Grant Degginger will be replacing
him as the City's representative on the Board, and that City Councilmember Don Davidson was
appointed as the alternate. Rosemarie Ives and the General Manager thanked Mr. Mosher for his
time, effort and input and expressed appreciation for his continued support of Cascade activities.

GENERAL MANAGER'S REPORT

The General Manager reported that as a response to the expected drought declaration by the
Governor, the Central Puget Sound Forum is asking its participants to provide descriptions of short
and long-term projects underway to deal with the drought and the potential shortages this summer.
The General Manager requested that Cascade Members compile their efforts and submit reports to
Celia Kennedy at Seattle Public Utilities who is collecting this information for the Forum.

NEXT REGULAR MEETING DATE:

April 11, 2001 — Bellefield Conference Center — Training Room
3:30 PM - Roundtable Discussions

4:00 PM - Meeting Called to Order

ADJOURN

The meeting was adjourned at 5:35 PM.

Board Members signed approved Minutes.
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ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair

Sants Contreras, City of Kirkland

Joe Forkner, City of Issaquah

Rosemarie lves, City of Redmond

El Jahnke, City of Mercer Island

Maureen Jewitt, Woodinville Water District

Charles Mosher, City of Bellevue

Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Jon Ault

Pat Brodin

Gail Harrell
Erin Leonhart
Ron Little
Sheldon Lynne
Judith Nelson
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair

Alan Merkle, Secretary/Treasurer
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance DECEMBER 12, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:05 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Issaquah, the City of Kirkland, the City of Mercer Island,
Sammamish Plateau Water & Sewer District, the City of Tukwila and Woodinville Water District
were present, constituting a quorum. A meeting attendance sheet was available at the door for all
attendees.

CONSENT ITEMS
A. Approval of Agenda
The Chair recommended revising the Agenda to take the consideration of the Northwest

Strategies contract prior to approval of the Treasurer's Report, the Finance Committee report
and consideration of Resolution No. 2001-08.

Motion to approve the Agenda as revised by the Chair was made by Joe Forkner, seconded by
Gail Harrell, and unanimously approved.

B. Approval of Minutes from the regular Meeting held on November 14, 2001

Motion to approve the Minutes from the regular Meeting held on November 14, 2001 was made
by Sants Contreras, seconded by Grant Degginger and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the Revised Treasurer's Report for the month ending November 30, 2001
was made by Gail Harrell, seconded by Joe Forkner, and unanimously approved.

ACTION ITEMS
A. Resolution No. 2001-08 — Adopting a revised Budget and Administrative Dues for 2002

The 2002 Administrative Budget approved at the July 2001 Board Meeting has been reviewed
and revised to better reflect anticipated expenses. The overall result is a 2002 Budget
approximately $118,000 (13%) higher than approved in July. Increases are associated with the
following:

» cost increase for Public Officials Liability insurance

» full financial audit requested by the Board

* rate study to be done in anticipation of membership audit
» revisions to the Lake Tapps Project costs

» state excise tax
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The source of funds for the increase will be the operating Reserve and Contingency funds
approved in July, which will be reduced from approximately $350,000 to approximately
$274,000. As a result of these revisions, Administrative Dues for 2002 are revised to
$2.00/CERU (from $2.36/CERU). A comparison of Administrative Dues from 1999 through
2002 was provided with the December Board package.

Motion to adopt Resolution No. 2001-08 was made by El Jahncke, seconded by Jim Haggerton
and unanimously approved.

. Service Agreement with Northwest Strategies

Following the discussion at the November Board Meeting, a Service Agreement between
Northwest Strategies and Cascade has been developed, and the scope of work has been more
specifically defined. In November, the Board indicated its preference to contract directly with
Northwest Strategies rather than as a subcontractor to HDR. Costs under this agreement will be
shared with Puget Sound Energy under the terms of the Lake Tapps Memorandum of
Understanding.

A discussion ensued regarding the polling to be conducted by Northwest Strategies and the
involvement of Seattle Public Utilities (SPU). It was agreed that polling on a variety of water
supply issues is important. Sants Contreras expressed concern that SPU was not consulted in
developing the poll questions. He stated that he would not support approval of the agreement
with Northwest Strategies unless SPU was consulted prior to polling.

Motion to approve the Service Agreement between Northwest Strategies and Cascade was made
by Gail Harrell, seconded by Joe Forkner and approved by a majority 8 to 1 vote.

. Financial Consulting Solutions Groups, Inc.

Cascade received consulting services related to financial, organizational and institutional issues
from Financial Consulting Solutions Group, Inc. during 2001. Section 201 of the consultant
contract provides that the contract may be extended for up to three one-year terms. The service
provided by FCSG has been excellent.

Motion to authorize the Officers and General Manager to execute a consultant contract
extension with FCSG for the period of January 1, 2002 to December 31, 2002 with a maximum
compensation amount of $55,000 was made by Sants Contreras, seconded by Gail Harrell and
unanimously approved.

. Benson & McLaughlin

Cascade received accounting and tax return preparation services from Benson & McLaughlin
during 2001. Section 201 of the consultant contract provides that the contract may be extended
for up to three, one-year terms. The service provided by Benson & McLaughlin has been
excellent.

Motion to authorize the Officers and General Manager to execute a consultant contract
extension with Benson & McLaughlin for the period of January 1, 2002 to December 31, 2002
with a maximum compensation amount of $17,500 was made by Jim Haggerton, seconded by
Sants Contreras and unanimously approved.

. Inslee, Best, Doezie & Ryder

Cascade received legal services from Inslee, Best, Doezie & Ryder during 2001. The service
provided by Inslee Best has been excellent.

Motion to continue to retain Inslee Best as legal council under the terms of the May 19, 1999
Conditions of Service Agreement was made by Gail Harrell, seconded by Joe Forkner and
unanimously approved.
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STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle

The criteria for approving new sources for introduction into the Seattle Transmission System
continues to be a major outstanding issue, both on a technical and policy level. The Negotiating
Team has developed alternative strategies for addressing this. A memorandum from the
General Manager describing two approaches to finalizing the Cascade/Seattle contract was
distributed. Cascade could continue to develop a contract that contains provisions for
introducing new Cascade sources to the Seattle Transmission System. Such provisions would
have to be objective and provide reasonable assurance that Lake Tapps, or any other source,
would be acceptable if meeting the criteria. The alternative would be to develop the contract to
provide only for delivery of the Block. Under this approach, Cascade would have to be
reasonably certain that it is technically and economically feasible to provide water without use
of the Seattle Transmission System (i.e., through a new Cascade transmission system).

A discussion ensued with the focus on the cost and technical and institutional feasibility of
constructing a Cascade transmission system. A cost comparison is being developed and will be
presented at the January Board Meeting.

Lake Tapps Project

The General Manager reported that the project team continues on schedule with submitting the
Preliminary Permit report to the Department of Ecology next week. The water right application
submitted by PSE must satisfy the requirements for “overriding consideration of public
interest”. A memorandum from the General Manager reviewing OCPI and the features of the
project that meet the criteria was distributed. Copies of the report will be available for anyone
interested.

A calendar of key dates related to the Lake Tapps Project was requested by the Board.
B. Membership Committee
Associate Membership

The proposed Associate Membership agreement is being developed for Board approval and
authorization before it will be presented to interested utilities in January 2002. The General
Manager will be attending the January 10, 2002 meeting of Pierce County Cities and Town's
Association to discuss Lake Tapps and possible Cascade Membership opportunities. Sants
Contreras volunteered to attend as well. Talking Points and details of the meeting will be
emailed to all Board Members.

C. Finance Committee
Revised Treasurer's Report

The General Manager called attention to the Revised Treasurer's Report that was distributed at
the meeting. It included payments to Puget Sound Energy, Northwest Strategies and the
Department of Revenue for a revised voucher total of $293,553.86. The revised projected
balance on hand is $267,046.68. The General Manager explained that Department of Revenue
excise taxes were originally determined to be exempt because of Cascade's public, non-profit
status. However, Benson & McLaughlin recently determined that Cascade is subject to these
taxes.
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Revised 2002 Administrative Budget and Administrative Dues
See Action Item A.

SIGNIFICANT CORRESPONDENCE
There was no significant correspondence for this meeting.

GENERAL MANAGER'S REPORT

The General Manager invited interested Board Members to attend The Central Puget Sound Water
Suppliers Forum for Elected Officials on the Outlook. The briefing will be held in Tukwila on
December 13, featuring Jim Waldo as the guest speaker.

Cascade's Annual Meeting is scheduled for Wednesday, February 13, 2002, at the Meydenbauer
Convention Center in Bellevue. This meeting will take the place of the regularly scheduled Board
meeting, with registration beginning at 11:00 AM and a luncheon at 12:00 PM. Governor Locke
has been invited as the featured speaker again this year. The General Manager referenced past
discussions about charging for attendance. He commented that this is a unique event to which
Cascade invites most elected officials in the region, and has earned a notable reputation. He
recommended that the Annual Meeting continues to be held free of charge. The cost for the event
including paid parking is about $5,000 and is covered in the budget. The Board concurred that the
Annual Meeting should continue to be held free of charge.

According to the Bylaws, the Board is to appoint Officers to serve two-year terms at the Annual
Meeting in even-numbered years, and appoint Standing Committee Chairs. The General Manager
invited Board Members to volunteer for positions. Appointments will be announced at the Annual
Meeting in February 2002.

NEW BUSINESS

Gail Harrell announced that her term as Commissioner for the Woodinville Water District ends on
December 31, 2001, therefore, this will be her last meeting as an Alternate Board Member
representing the District. Board Members expressed their appreciation for her participation.

EXECUTIVE SESSION
An Executive Session was not called for this meeting.

ADJOURN
The Meeting was adjourned at 5:50 PM.
Board Members signed approved minutes.

NEXT REGULAR MEETING DATE
January 9, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order
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ATTENDANCE

Board Members:

Jon Ault, Bryn-Mawr-Lakeridge W&S District
Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Sants Contreras, City of Kirkland

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Jim Haggerton, City of Tukwila

Gail Harrell, Woodinville Water District

Lys Hornsby, Covington Water District

El Jahncke, City of Mercer Island

Gwen Maxfield, Woodinville Water District

Steve Stevlingson, Sammamish Plateau W&S District
Stanley E. Stone, Sammamish Plateau W& S District

Staff Present:

Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Seth Boettcher
Pat Brodin

Tom Gould

Erin Leonhart
Ron Little
Sheldon Lynne
Judy Nelson
Mike Ruark
Deb Symmonds
Scott Thomasson
Stu Turner
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance NOVEMBER 14, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:05 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Issaquah, the City of Kirkland, the City of Mercer Island,
the City of Redmond, Sammamish Plateau Water & Sewer District, the City of Tukwila and
Woodinville Water District were present, constituting a quorum. A meeting attendance sheet
was available at the door for all attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Joe Forkner, seconded by Gail Harrell, and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on October__, 2001

Motion to approve the Minutes from the regular Meeting held on October 31, 2001 was made
by Sants Contreras, seconded by Grant Degginger and unanimously approved.

C. Approval of Treasurer’s Report
Motion to approve the Revised Treasurer's Report for the month ending November 30, 2001
was made by Gail Harrell, seconded by Joe Forkner, and unanimously approved.

ACTION ITEMS

As reported at the October Board Meeting, the actual premium for the recommended
health/vision insurance for Cascade employees through Aetna was much higher than the original
quote, and the plan was not implemented. The General Manager explained that a comparable
plan has been researched through Premera Blue Cross.

Motion was made by Sants Contreras to authorize the General Manager to process Premera Blue
Cross health/vision insurance to become effective December 1, 2001. It was seconded by Joe
Forkner, and unanimously approved.
STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle
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The General Manager noted that the Cost Recovery Work Group met on October 23 to
develop a detailed outline of the Cost Recovery Section and to identify the issues that must
be addressed by the full Negotiating Teams. Work on water quality and water treatment
technologies for the Lake Tapps water right will help address the contractual issue of
defining criteria for introducing new sources to the Seattle Transmission System. Briefings
have been held with the Department of Health, Tacoma Water and Seattle Public Utilities.

The General Manager also reiterated the objective of having a complete agreement for
review with Seattle's new administration, early in 2002.

Lake Tapps Project

The consultant team work scope for obtaining the Lake Tapps water right included
governmental and Tribal relations tasks. No team member was identified to perform these
tasks. Cascade, PSE and HDR had agreed that as these activities were required, and an
appropriate group would be added to the team. Northwest Strategies, Inc. has been selected
to perform governmental and tribal relations work on behalf of Cascade and PSE. A
discussion ensued regarding management of Northwest Strategies and the work to be
performed. The Board suggested that Cascade contract directly with Northwest Strategies
for better management and cost control. A service agreement will be provided for
consideration by the Board at the December Meeting.

The studies required by the Preliminary Permit for the Lake Tapps project are progressing on
schedule. The Preliminary Permit report and back-up information will be delivered to DOE
around December 15. This will allow DOE time to review and comment on the report and
for Cascade to respond to any additional inquiries prior to the March 20, 2002 final deadline.

The General Manager introduced Ed Schild, Director of Energy Production and Storage at
Puget Sound Energy (PSE). Mr. Schild gave a brief history of FERC licensing issues
regarding Lake Tapps, and stated that PSE is currently at the beginning of a second 2-year
stay of the license conditions. The General Manager noted that the important aspect of the
FERC license is that it will establish the minimum instream flows into the White River below
the diversion to Lake Tapps.

The General Manager then introduced Paul Wetherbee, Hydrologist with HDR. Mr.
Wetherbee explained the relationship between the hydro-power project and the water supply
project, noting that the impact of the water supply project appears to be minimal and the
White River diversion operations will not change. Mr. Wetherbee also explained the process
being undertaken for the preliminary permit requirements. The consultant team is
developing models on the following topics to demonstrate withdrawal impacts:

» flow impact at various points
» evaluations for normal, dry and drought conditions
» water quality

Steve Reyber, Vice President, Water Quality Research with HDR was introduced next. Mr.
Reyber reviewed the research to identify the treatment process necessary for the project. He
stated that the Lake Tapps team has 3 objectives:

* meet all current drinking water regulations
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» meet all anticipated drinking water regulations

» select technology that assures treated water will be indistinguishable from water provided
by Seattle and Tacoma

Mr. Reyber further stated that the consultant team has identified technology that can meet
these goals. A discussion ensued and questions arose regarding the treatment system,
specifically effectiveness, whether it is experimental or proven technology, and any risks
involved. Mr. Reyber noted that the technology is proven to be effective, and a number of
facilities are currently in operation with similar filtration systems. The General Manager
confirmed that the proposed water quality monitoring program has been reviewed by DOH
and is appropriate. A year long water quality monitoring program is being proposed prior to
finalizing the selection of a treatment process.

. Membership Committee
Associate Membership

The Membership Committee met on November 7 to discuss Associate Memberships.
Barbara Skinner (Mayor, City of Sumner) and Bob Young (Mayor, City of Bonney Lake)
also attended the meeting. The issues addressed were cost and a possible late-comer fee, as
well as advantages/disadvantages of becoming a full member eventually.

The General Manager reported that there is significant interest from Pierce County
communities to become an Associate Member and participate with the development of the
Lake Tapps project. The Membership Committee determined that Associate Memberships
could begin as early as January 2002. Details of the Associate Membership category will be
clarified and presented at the December Board meeting.

. Finance Committee
Revised Treasurer's Report

The General Manager referred to the Revised Treasurer's Report which was made available
to Board Members. He explained that an invoice from PSE was added, in the amount of
$107,259.85. The invoice is for Cascade's share of permitting costs for the water rights
through August. A breakdown of expenses was described.

Year-To-Date-Financial Report

A year-to-date financial report was included with the November Board package. The
General Manager noted that as of October 31, Cascade is at 30% of the total budget approved
for 2001. The 2002 budget adopted in July will be reviewed over the next few weeks and
revised as necessary for Board consideration.

SIGNIFICANT CORRESPONDENCE

The General Manager called attention to the announcement of resignation from Diana Gale,
Director, Seattle Public Utilities which was included with the October Board package.

GENERAL MANAGER'S REPORT
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The General Manager reported that at an October Legislative Conference in Tacoma, Governor
Locke gave a speech that included his proposal for a one billion dollar water infrastructure
initiative.

Cascade plans to invite Governor Locke to speak at its Annual Meeting again this year. Suitable
locations are currently being researched.

NEW BUSINESS

The General Manager announced that Covington's Commissioner, Jeff Clark, has been appointed
as the Alternate Board Member for Covington Water District.

He also announced that copies of the Forum's drought response plan were available for anyone
interested.

EXECUTIVE SESSION

The regular session was recessed at 5:30 PM. The Chair announced that the Board would hold
an Executive Session expected to last approximately 30 minutes. The Board will discuss the
development of a proposal for Cascade acquisition of the Lake Tapps water right. The Executive
Session commenced at 5:32 PM.

An Issue Paper outlining substantive recent events regarding the Cascade/PSE agreement for the
Lake Tapps project was distributed and summarized by the General Manager. Discussions
ensued and the Board requested a financial plan for the project detailing expenditures and time
lines for the next 2 years.

ADJOURN

The Executive Session adjourned at 6:00 PM. The Board re-opened the regular session and
adjourned.

Board Members signed approved Minutes.

NEXT REGULAR MEETING DATE
December 12, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order
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ATTENDANCE

Board Members:

Jon Ault, Bryn-Mawr-Lakeridge W&S District
Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Sants Contreras, City of Kirkland

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Dan Grausz, City of Mercer Island

Gail Harrell, Woodinville Water District

Steve Stevlingson, Sammamish Plateau W&S District
Stanley E. Stone, Sammamish Plateau W& S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Erin Leonhart
Ron Little

Mike Ruark
Steve Ryker

Ed Schild

Deb Symmonds
Scott Thomasson
Stu Turner

Paul Wetherbee
Lloyd Warren
Bob Young

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance MaAy 9, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:07 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Issaquah, the City of Kirkland, the City of Mercer Island, the
City of Redmond, Sammamish Plateau Water & Sewer District and Woodinville Water District were
present, constituting a quorum. A meeting attendance sheet was available at the door for all
attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Maureen Jewett, seconded by Don Davidson and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on March 14, 2001

Motion to approve the Minutes from the regular Meeting held on March 14, 2001 was made by
Joe Forkner, seconded by Steve Stevlingson and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the revised Treasurer's Report for the month ending March 30, 2001 was made
by Joe Forkner, seconded by Steve Stevlingson and unanimously approved.

ACTION ITEMS
There were no action items for this meeting.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle — Issues discussed at the March Board
Meeting were presented to Seattle Public Utilities (SPU) negotiating team members and SPU
Director Diana Gale. Substantial progress was made and satisfactory resolutions were
reached. Cascade is in the process of incorporating these conceptual agreements into the draft
contract.

The General Manager noted that an e-mail was sent to all Board Members on April 26 with
details of the Seattle negotiation status.

Cascade is also in the process of setting a schedule to complete the negotiations. Discussions
regarding the transmission system, cost pool, firm yield, shape of the block and how the block
will adjust to reflect changes in Cascade Membership are nearly complete. Negotiations
regarding pricing should commence in June.
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Status of Proposed Lake Tapps Project and Memorandum of Understanding — The General
Manager referred to the final draft Memorandum of Understanding (MOU) between Puget
Sound Energy (Puget) and Cascade which was included in the May Board package. A
separate memorandum (also included in the package) highlighted the following important
features of the MOU:

» Effective from date of execution through December 31, 2002.

» Puget will work exclusively with Cascade (during the term of the MOU) to develop a
proposal for Cascade to acquire all, or a portion of, the water right.

e Cascade will pay Puget a Consideration totaling $225,000 for this exclusive arrangement.
The Consideration is payable in three parts - at execution ($50,000), on or before one year
after execution ($75,000), and on or before six months following the previous payment
($100,000).

* Any amounts paid as Consideration will be credited toward the purchase price of the
water right.

» Cascade and Puget will each pay 50% of the costs associated with the Preliminary Permit
and the SEPA review. It is estimated that these activities will cost, in total, between
$750,000 and $1,000,000.

» Joint management of activities, including consultants, by Cascade and Puget (except in the
case of the SEPA review which would be the responsibility of Cascade or its designee).

» Provides for sharing of data, confidentiality, communication and termination.

The Board is not being asked to approve the MOU at this time since Cascade will need to
develop and approve a funding strategy in order to commit to supporting its obligations under
the MOU. In recent discussions with Puget, Cascade has estimated that formal consideration
of the MOU will take 1 or 2 months.

The General Manager noted that Cascade and Puget briefly discussed conducting a meeting
between members of the Cascade Board and Puget executives at the time the MOU is
executed. A joint press release describing the Puget/Cascade relationship was also discussed.

Dan Grausz noted that according to the MOU, Cascade or Puget could terminate the
agreement at any time with 30 days notice. He questioned the financial consequences if Puget
should terminate the agreement, as an example, after one year and then develop the water
supply project on their own or with another utility. A discussion ensued regarding the timing
of the environmental studies, the water right and FERC license. It was noted that both parties
are taking risks in this project development stage, and that the MOU should encourage
partnership. Grant Degginger suggested that the "Termination" portion of the contract be re-
written to include a provision that all Cascade contributions are refunded if Puget terminates
the MOU and develops the project on their own or with another utility. The General
Manager will work with Puget to address these concerns.

The General Manager noted that consultant assistance will be required to complete the work
described in the MOU. It was also noted that Puget plans to pursue the water right even if
Cascade does not execute the MOU, therefore, an RFP for consultants will be issued and a
consultant selected as soon as possible since the Preliminary Permit deadline is March 2002.

The General Manager distributed a memorandum regarding Lake Tapps funding options and
recommendations to the Board, along with an Issue Paper prepared by Ed Cebron of FCS
Group, Inc. addressing methods of funding. He explained that there will be approximately
$260,000 available in the current Administrative Budget to support Lake Tapps related
activities through December 31, 2001. Also, total Cascade costs related to the Lake Tapps
project through December 31, 2002 (including internal consultant costs) are estimated at
$900,000 to $1,000,000. The General Manager further explained that Administrative Dues
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for 2002 are recommended to remain at approximately the same level as 2001 ($395,000),
therefore, additional Member funding of approximately $800,000 would be needed to support
Cascade activities related to the Lake Tapps project through 2002. Member funding options
include:

* An "interim capital facilities charge" effective July 1, 2001. A preliminary estimate
determined that a charge of $250 to $300 per CERU added from July 1, 2001 through
December 31, 2002 would provide the necessary funding level.

* Members could make payments on a quarterly basis to provide adequate cash flow to
support activities throughout the period.

» If the project is terminated early or if funds are not otherwise needed, Cascade would
reimburse Members proportionate to their contributions.

A cash flow analysis will be provided to the Board at the June 13 Board Meeting, reflecting
estimated payments required under the MOU.

A discussion followed regarding the funding options, raising utility revenues and the actions a
utility would have to take to institute a new connection charge or change an existing charge
(such as including Lake Tapps as a future source in its comprehensive plan). Since Cascade
intends to reimburse Members for any funds collected but not used, a one-time rate surcharge
paid at the time of connection was discussed as a utility option to fund the Cascade
assessment. The timing of payments to Cascade was also discussed, noting the difficulty
some Members might have in finding available funds mid-year.

The importance of this project to the future of Cascade was noted. If Cascade intends to
develop new sources on behalf of its Members, the Members must be willing to support the
planning and development of activities associated with these endeavors.

The General Manager outlined the next steps for the Lake Tapps project as follows:

* Individual meetings with Board Members and Council or Commissioners to discuss Lake
Tapps development activities and answer questions

» Continued discussion of the proposed funding mechanism at the June Board Meeting

» Consideration of adopting a funding mechanism and the MOU at the July Board Meeting

B. Membership Committee

The Membership Committee had no new business to report.
C. Finance Committee

The Finance Committee had no new business to report.

SIGNIFICANT CORRESPONDENCE

The General Manager referred to the March 12, 2001 letter from King County Executive Ron Sims
and Seattle Mayor Paul Schell and the revised framework, Water for People — Water for Fish which
was included with the May Board package. He noted that only a few changes were made to the
framework proposed in 2000. Seattle and King County plan to convene a summit this summer to
discuss regional strategies to be completed by June 2002.
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NEW BUSINESS

Dan Grausz was introduced as the new Alternate Board Member representing the City of Mercer
Island and EIl Jahnke was officially announced as the new Board Member, replacing Alan Merkle.

GENERAL MANAGER'S REPORT

The General Manager noted that he will be out of town on the date of the regularly scheduled
Meeting of the Board of Directors on July 11. An e-mail will be sent polling attendees for an
alternate Meeting date.

ADJOURN
The Meeting was adjourned at 5:30 PM.
Board Members signed approved Minutes.

NEXT REGULAR MEETING DATE
PLEASE NOTE CHANGE FROM REGULAR LOCATION
June 13, 2001 — Mercer Island Community Center — Room A-9

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order
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ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Sants Contreras, City of Kirkland

Grant Degginger, City of Bellevue

Sharon Dorning, City of Redmond

Joe Forkner, City of Issaquah

Dan Grausz, City of Mercer Island

Lys Hornsby, Covington Water District

Maureen Jewitt, Woodinville Water District

Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Jon Ault

Pat Brodin

Don Davidson
Nancy Davidson
Dave Hammond
Dave Jochim
Erin Leonhart
Sheldon Lynne
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance OCTOBER 10, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:05 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Issaquah, the City of Kirkland, the City of Mercer Island,
Sammamish Plateau Water & Sewer District and the City of Tukwila were present, constituting a
guorum. A meeting attendance sheet was available at the door for all attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Joe Forkner, seconded by Stanley Stone, and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on September 12, 2001

Motion to approve the Minutes from the regular Meeting held on September 12, 2001 was
made by Jim Haggerton, seconded by Joe Forkner and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the Treasurer's Report for the month ending September 30, 2001 was
made by El Jahncke, seconded by Jim Haggerton, and unanimously approved.

ACTION ITEMS
Duvall's Withdrawal from Cascade Membership

The General Manager noted that at the September Board Meeting, Mark Cole informed the
Board that the Duvall City Council would be adopting a Resolution formalizing the City’s
withdrawal from Cascade. Cascade received a copy of City Resolution No. 01-20 on September
14. As Mark Cole had addressed, constraints on the City’s ability to fund assessments for its
share of the Lake Tapps project development is the primary reason for terminating Cascade
Membership.

Section 10.2 of the Interlocal Contract states in part:

A Member may withdraw from Cascade if that Member first pays or provides for
the payment of an allocable share of the cost of the then-existing Supply System
and obligations of Cascade.

Sants Contreras said he was disappointed that Duvall could not continue its Membership in
Cascade. The following motion was made by Mr. Contreras: That the Board of the Cascade
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Water Alliance recognizes the withdrawal from Membership by the City of Duvall effective July
25, 2001, as indicated by correspondence from Mark Cole (representing the City) to the General
Manager on that date and relayed to the Board, and as confirmed by Mr. Cole at the September
13, 2001 Board Meeting and by Duvall City Council Resolution No. 01-20 (dated September 14,
2001). The motion was seconded by Jim Haggerton and unanimously approved.

The Board wishes Duvall success in determining its water future and offers any assistance it may
provide the City in the future.

Resolution No. 2001-07: Adopting the Employee Handbook and Personnel Policies

The second draft of the Employee Handbook was distributed at the September Board Meeting.

A third draft was distributed to Board Members with the October Board package, which included
comments from Inslee Best. Cascade Resolution No. 2001-07 was also included with the
October Board package.

Sants Contreras questioned whether an Employee Handbook was necessary and cautioned that it
may subject Cascade to unintended restrictions. A discussion ensued, and Grant Degginger
asked the Board to review the documents carefully, if they haven't already. Specific areas
mentioned were: a) employment classifications, grade/steps, b) sick leave and vacation policy,
and c) discipline policy. Mr. Degginger also recommended including context of staffing vision
for full time and part time employees.

The decision of the Board was to delay approval of Resolution No. 2001-07 until the Employee
Handbook and related issues can be further studied.
Central Puget Sound Water Suppliers Forum 2002 Funding Agreement

The General Manager stated that Cascade has been active in the Central Puget Sound Water
Suppliers Forum since is inception. Activities of the Forum to date have focused on developing
the Outlook. Current activities involve the following plans:

* Finalize and distribute the Outlook

» Work with the Governor's water team and others to develop water strategy for Puget Sound

»  Work with other utilities to handle drought issues

* Resolve fish and wildlife issues

» Keep group together in Puget Sound region to move forward with broad water supply issues
The budget for activities of the Forum through December 31, 2002 is $360,000, and will be
raised through contributions from all Forum Members. Cascade has contributed $5,000 annually

to support Forum activities, and the same amount is requested for 2002. This amount is included
in the current Budget.

Motion to authorize $5,000 for Cascade’s contribution toward funding activities of the Central
Puget Sound Water Suppliers Forum through December 31, 2002 was made by Sants Contreras,
seconded by Grant Degginger and unanimously approved.

STANDING COMMITTEE REPORTS

A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle
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The Resource Planning Committee met on October 1 to discuss and develop strategy for
addressing the major outstanding contractual issues:

» Water quality requirements for new Cascade sources
» Cost recovery and rates
* Sub-regional transmission systems

The Committee directed the Negotiating Team to evaluate a number of technical and
economic options related to new source water quality and sub-regional transmission systems.

The Committee also discussed schedule advantages/disadvantages with regards to Seattle's
mayoral election in January. It was recommended that current negotiations concentrate on
tightening conceptual agreements, and final agreements will be pursued with the new
administration in cooperation with SPU.

The General Manager reported that access to the regional transmission system for new
Cascade sources continues to be a major outstanding issue. Seattle is concerned about
contaminants that may be found in a source used for recreation and with a developed
shoreline (such as Lake Tapps). Protected watersheds such as Seattle's Cedar and Tolt are
not likely to contain these contaminants. There are, however, no other protected watersheds
in the region that can be utilized as a potable water source.

Options for addressing these concerns were discussed, including the feasibility of building a
separate transmission system to isolate Lake Tapps water from the regional system. The
General Manager reported that a number of technical studies are underway. The consultant
team is reviewing water quality data (including existing discharges into or upstream of Lake
Tapps) and the effectiveness of water treatment technologies on both traditional and
emerging contaminants.

Grant Degginger commented that while the Board understands the importance of the Lake
Tapps project, the Seattle City Council needs to fully understand its broad significance as
well. It was noted that the general attitude of Seattle was cooperation towards making the
Lake Tapps project successful. The region needs to develop adequate future supply or be
faced with continually allocating shortages.

The Board acknowledged the importance of continued discussions with Seattle City
Councilmembers to address this issue. It was also suggested that a brief discussion with the
mayoral candidates on water supply issues would be useful. Talking points will be emailed
to the Board this week.

The General Manager presented two other topics currently being addressed with SPU: cost
recovery and take-or-pay issues; and the sub-regional transmission system, specifically
acquiring/replacing or "renting" the Mercer Island pipeline.

Lake Tapps Project

On September 25, Cascade representatives briefed the Water Resources, Solid Waste Water
and Public Health Committee of the Seattle City Council on the Lake Tapps project. The
briefing focused on the unique opportunity presented by the Lake Tapps project to contribute
to the future regional water supply for both fish and people. There was broad agreement that
new regional sources and regional cooperation in the management of all major sources are
necessary.
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Representatives of Cascade and Puget Sound Energy met with representatives of Pierce
County and utilities in Pierce and south King County (the cities of Auburn, Bonney Lake,
Buckley, Puyallup and Sumner) in Bonney Lake on September 19. The purpose of the
meeting was to brief city representatives on the status of the Lake Tapps project, on Cascade
and its role in the project, how the project would fit into the regional water supply future and
to discuss local needs and the potential for local utilities to utilize Lake Tapps as a water
supply. Several of the cities expressed interest in participating with Cascade in the
development of the project and determine if it represents a possible future water supply
option.

. Membership Committee
Associate Membership

As follow-up to the September 19 meeting at Bonney Lake, the possibility of creating an
*associate membership” category in Cascade was discussed. Michael Ruark reviewed the
Interlocal Contract and advised that as long as the terms of associate membership do not
amend the Interlocal Contract, the Cascade Board can enter into agreements that add
"associate members".

The concept of associate membership is to provide a mechanism for utilities potentially
interested in receiving water supply from Cascade (but for which Cascade currently has no
available source of supply) to participate in joint planning and project development activities.
In the current instance, associate membership would enable Pierce County and south King
County utilities to participate with Cascade in the development of the Lake Tapps project and
potentially the purchase of supply from Tacoma.

The following are suggestions regarding possible terms and conditions of associate
membership:

» The Interlocal Contract limits Cascade Membership to municipal corporations in the
urban growth area. Since the ultimate goal is to have the associate members become
regular Cascade Members, eligibility criteria need to be established.

» Associate membership should include agreement to join Cascade upon occurrence of
certain events such as capital expenditures by Cascade or actual development of supply
or transmission assets, which would ultimately benefit the associate member.

» Associate member participation in Cascade operations and actions need to be defined.
For example, associate members could be ex officio members of the Resource Planning
Committee or a Lake Tapps project sub-committee.

» Associate members should contribute financially toward the operations of Cascade. Dues
might be relatively modest initially with provision that as milestones in project
development are reached, associate members would be assessed a more significant
amount in order to continue membership.

» The associate membership agreement must state that Cascade is not guaranteeing supply
at this time or in accordance with the Interlocal Contract and that associate membership is
not a guarantee of future supply.

Questions arose about the appropriateness of an associate membership category. Scott
Thomasson cautioned that this should be looked at carefully, with respect to commitments
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Members made at the time of joining Cascade. It was also noted that the Interlocal Contract
needs to be amended once the Seattle Contract is finalized.

The General Manager acknowledged that specific terms of associate membership must be
developed and incorporated into an agreement that can be offered to interested utilities. The
Board directed the Membership Committee to work with the General Manager and

Mr. Ruark to develop such an agreement for Board consideration at the November meeting.
It was further directed that representatives of potential associate members be invited to
participate in the development of the agreement.

C. Finance Committee
The Finance Committee had no new business to report.

SIGNIFICANT CORRESPONDENCE

A letter from the City of Duvall and City Resolution No. 01-20 declaring Duvall's withdrawal
from Cascade Membership was included with the October Board package.

NEW BUSINESS

The General Manager announced a change in representation for the Sammamish Plateau Water
and Sewer District. Commissioner Stanley E. Stone was appointed as the District's
representative on the Board, and Steve Stevlingson was appointed as the alternate.

GENERAL MANAGER'S REPORT
Public Official's Liability Insurance

The General Manager reported that the Public Official's Liability Insurance will expire Friday,
October 12, 2001. Cascade has applied to have the Insurance extended through 2002, and was
informed of a 16.6% rate increase. The current rate is $1900 per year; the increased rate is
$2200 per year and can be covered by the 2001/2002 budget approved on July 25, 2001. Grant
Degginger noted that the current $1,000,000 limit, while currently reasonable, is not enough to
cover future Cascade activities and alternative insurance (such as through the Association of
Washington Cities or the Water and Sewer Insurance Pool) should be investigated.

New Medical/Vision/Dental Insurance

The General Manager reported that at the October Meeting, the Board authorized a
medical/vision/dental insurance package for Cascade employees through Aetna. The dental plan
has been put into effect, however, the medical/vision plan was not implemented due to an
increase in monthly premiums after submission of the application. Alternatives are being
researched.

ADJOURN

The Meeting was adjourned at 5:20 PM.
Board Members signed approved Minutes.

Page 5 of 6





NEXT REGULAR MEETING DATE
November 14, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order

ATTENDANCE

Board Members:

Jon Ault, Bryn-Mawr-Lakeridge W&S District
Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Sants Contreras, City of Kirkland

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Jim Haggerton, City of Tukwila

Lys Hornsby, Covington Water District

El Jahncke, City of Mercer Island

Steve Stevlingson, Sammamish Plateau W&S District
Stanley E. Stone, Sammamish Plateau W& S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Seth Boettcher
Pat Brodin

Erin Leonhart
Ron Little

Mike Ruark

Deb Symmonds
Scott Thomasson
Stu Turner

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair
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No meeting of the Board of Directors of Cascade Water Alliance was held in August 2001, due
to lack of a full quorum.






BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance SEPTEMBER 12, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:00 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Duvall, the City of Issaquah, the City of Kirkland, the City of
Mercer Island, the City of Redmond, Sammamish Plateau Water & Sewer District, the City of
Tukwila and Woodinville Water District were present, constituting a quorum. A meeting attendance
sheet was available at the door for all attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Sants Contreras, seconded by Joe Forkner, and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on July 25, 2001

Motion to approve the Minutes from the regular Meeting held on July 25, 2001 was made by
Steve Stevlingson, seconded by Sants Contreras and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the revised Treasurer's Report for the months ending August 31, 2001 and
September 30, 2001 was made by Sants Contreras, seconded by Jim Haggerton, and unanimously
approved.

ACTION ITEMS

Resolution No. 2001-06 — appointing the General Manager as the agent for receiving any claim
for damages under Chapter 4.96 RCW

The Legislature required all local governments to appoint an agent to receive claims for damages.
Since Cascade is an organization of local governments performing governmental functions, counsel
has advised that Resolution No. 2001-06 be presented to the Board for adoption.

Motion to approve Resolution No. 2001-06 was made by Sants Contreras, seconded by Joe Forkner
and unanimously approved.

Authorization to apply for new medical/vision/dental insurance

At the April Board meeting it was reported that the premiums for First Choice Health Plan (through
Costco) increased and some coverage areas decreased. Since Cascade is now eligible to qualify for
additional medical coverage options, it was suggested that Cascade look into changing to a new
health insurance package. The Board authorized the General Manager to work with the Executive
Committee and select a new medical/vision/dental package, as long as the impact on the Budget is
minimal.
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A number of medical insurance options have been studied and were narrowed to three choices for
detailed comparison (two plans from Aetna [a POS and PPQO] and Regence Blue Shield [PPO]). All
three offer better coverage at a lower cost than the current First Choice plan. In addition, the new
options include dental and vision coverage that Cascade now provides through a Cascade funded
reimbursement account.

Based on the premium quotes received, the recommended Aetna medical/vision/dental package is
approximately $6,900 less than what was included for the same items in the 2001 Budget. Even
considering one month of overlapping coverage, the new package will be approximately $4,500 less
than the amount budgeted for the current year (it is proposed that the new coverage become effective
on October 1 and the existing coverage not terminate until October 31).

Motion to authorize the General Manager and Chair to take actions necessary to obtain new
medical/vision/dental insurance package through Aetna was made by Steve Stevlingson and seconded
by Sants Contreras.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Water Supply Contract Negotiations with Seattle

The General Manager reported that anticipated progress was not made because of the difficulty in
scheduling meetings due to impending issues within the City of Seattle. Meetings held included
discussions related to cost recovery and rates. Other key issues being discussed include seasonal
limitations on water use (seasonal and monthly peak use), penalties for use of more than the
Block, re-rating of Seattle’s Firm Yield, water quality for Cascade sources introduced to the
Seattle Transmission System and sub-regional transmission systems.

An updated matrix depicting the status of negotiations was distributed. The General Manager
discussed highlights of the matrix and the major outstanding issue of the sub-regional
transmission systems. The major sub-regional system associated with a Cascade Member is the
Mercer Island pipeline. The operation and physical condition of this pipeline has been the subject
of disagreement between the City of Mercer Island and Seattle Public Utilities (SPU) for some
time. The General Manager detailed the pipeline discussions and questions arose regarding the
occurrence of pipeline problems and the party responsible for financing repairs.

A proposal for upgrading and/or replacement of this pipeline (and potential transfer of ownership
to Cascade) was discussed and the decision of the Board was to table this issue until further
progress is made with SPU.

Status of Proposed Lake Tapps Project and Memorandum of Understanding

A topic of recent negotiations has been water quality and new water supply sources. The General
Manager reported that a meeting took place with Diana Gale to discuss reclaimed water and water
quality issues regarding Lake Tapps. A discussion ensued and Grant Degginger questioned
Seattle's technical ability to set water quality standards.

The General Manager requested direction on continuing negotiation strategies. Mr. Degginger
made a motion for the Resource Planning Committee to meet with Staff in order to work with
current issues on requirements and provide additional assistance and direction to expedite
negotiations. Gail Harrell seconded, and the motion was unanimously approved.

A discussion followed regarding the upcoming Mayoral election in Seattle and what impact, if
any, changes in Administration may have, as well as Initiative 63 and a proposed alternate
Initiative.
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The General Manager reported that events are moving quickly with the consultant team since the
Memorandum of Understanding with Puget Sound Energy was approved at the July 25 Board
Meeting. Staff has helped with reviews of technical issues and meetings have been held with
DOE, WDFW, Department of Health and the Muckleshoot and Puyallup Tribes. Representatives
of Cascade and the consultant team have participated in meetings of the Lake Tapps Task Force.
A meeting has also been scheduled with municipal water utilities in the Lake Tapps area to
discuss potential benefits of the water supply project and possible cooperative activities between
these utilities and Cascade.

The consultant team is working toward providing the Department of Ecology with the studies
required by the Preliminary Permit by mid-December. Technical Memorandums outlining the
approach to be used in hydrologic modeling and water quality modeling have been prepared and
reviewed with DOE. Water quality sampling in Lake Tapps and the tailrace (the discharge from
the power plant) is underway.

Discussions are also being held with Tacoma Water and Seattle Public Utilities to provide for the
possibility of transporting Lake Tapps water through the North Branch of the Tacoma Second
Supply Pipeline (which connects the Tacoma and Seattle transmission systems). The EIS for the
North Branch is currently underway. It is proposed that the EIS be conducted for a pipe large
enough to carry Lake Tapps water in addition to Second Supply water. Tacoma anticipates
completing the EIS in late 2002, with final design and construction scheduled for 2003.

The General Manager further stated that the coordination of timing in making decisions is
working well.

B. Membership Committee

The Membership Committee had no new business to report.
C. Finance Committee

The Finance Committee had no new business to report.

SIGNIFICANT CORRESPONDENCE
There was no significant correspondence for this meeting.

NEW BUSINESS

GENERAL MANAGER'S REPORT
The City of Duvall Membership

The General Manager reported on the decision of the City of Duvall to withdraw from Membership
in Cascade, then he turned the meeting over to Mark Cole. Mr. Cole stated that Duvall's decision to
withdraw from Membership was a "dollar and cents issue™ and not a reflection on Cascade activities,
and the City Council will adopt a resolution to withdraw from Cascade at its next Meeting. A
discussion ensued regarding the City of Duvall's proposed financial obligations for the Lake Tapps
project. The General Manager reminded the Board of Section 10.2 of the Interlocal Contract which
states in part:

A Member may withdraw from cascade if that Member first pays or provides for the
payment of an allocable share of the cost of the then-existing Supply System and
obligations of Cascade.

The Board will have the opportunity to consider Duvall's withdrawal at the October 10 Board
Meeting. The General Manager recommends that the Board accept Duvall's withdrawal and not
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require payment of any Lake Tapps assessments. He feels this is justified since the City's intentions
were made known prior to The Board approving the Puget MOU and adopting the Lake Tapps
assessment. Duvall's assessed portion is not significant. Jim Haggerton expressed his sorrow to lose
the City of Duvall as a Member.

Employee Handbook

Copies of the changes made to the draft Employee Handbook were distributed to the Board. Input
was generated from Staff and incorporated into this second draft. Input was also received from Inslee
Best and will be incorporated into a final draft to be distributed prior to the October 10 Board
Meeting. Any comments from the Board will also be appreciated.

ADJOURN
The Meeting was adjourned at 6:00 PM.
Board Members signed approved Minutes.

NEXT REGULAR MEETING DATE
October 10, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order
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ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair

Sants Contreras, City of Kirkland

Mark Cole, City of Duvall

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Sharon Dorning, City of Redmond

Joe Forkner, City of Issaquah

Gail Harrell, Woodinville Water District

Jim Haggerton, City of Tukwila

Lys Hornsby, Covington Water District

El Jahncke, City of Mercer Island

Gwenn Maxfield, Woodinville Water District
Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Pat Brodin

Ron Little
Sheldon Lynne
Judy Nelson
Mike Ruark

Deb Symmonds
Scott Thomasson
Stu Turner
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair

Page 5 of 5






BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance JANUARY 10, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 5:00 PM. Board Members or Alternate
Board Members from Bellevue, Bryn Mawr-Lakeridge Water & Sewer District, Covington Water
District, the City of Duvall, the City of Kirkland, the City of Mercer Island, Sammamish Plateau
Water & Sewer District and the City of Tukwila were present, constituting a quorum. A meeting
attendance sheet was available at the door for all attendees.

CONSENT ITEMS

A

Approval of Agenda

Motion to approve the agenda was made by Sants Contreras, seconded by Charles Mosher and
unanimously approved.

Approval of Minutes from Regular Meeting held on December 13, 2000

Motion to approve the Minutes from the Regular Meeting held on December 13, 2000 was made
by Santa Contreras, seconded by Charles Mosher and unanimously approved.

Approval of Treasurer’s Report

Motion to approve the revised Treasurer's Report for the month ending December 31, 2000 was
made by Sants Contreras, seconded by Alan Merkle and unanimously approved.

ACTION ITEMS

A.

Authorize Officers and General Manager to execute Consultant Contract extension with Financial

Consulting Solutions Group, Inc. for the period January 1, 2001 to December 31, 2001

B.

Cascade received consulting services related to financial, organizational and institutional issues
from Financial Consulting Solutions Group, Inc. during 2000. Section 201 of the Consultant
Contract provides that the contract may be extended for up to three one-year terms. The service
provided by FCSG has been excellent. It is recommended that the Board authorize the Officers
and General Manager to execute a Consultant Contract extension with FCSG for the period
January 1, 2001 to December 31, 2001 with a maximum compensation amount of $40,000.
Motion to approve was made by Charles Mosher, seconded by Sants Contreras and unanimously
approved.

Authorize Officers and General Manager to execute Consultant Contract extension with Benson

& McLaughlin for the period January 1, 2001 to December 31, 2001

Cascade received accounting and tax return preparation services from Benson & McLaughlin
during 2000. Section 201 of the Consultant Contract provides that the contract may be extended
for up to three one-year terms. The service provided by Benson & McLaughlin has been
excellent. It is recommended that the Board authorize the Officers and General Manager to
execute a Consultant Contract extension with Benson & McLaughlin for the period January 1,
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2001 to December 31, 2001 with a maximum compensation amount of $12,000. Motion to
approve was made by Charles Mosher, Seconded by Sants Contreras and unanimously approved.

C. Confirm retention of Inslee, Best, Doezie & Ryder as legal counsel

Cascade received legal services from Inslee, Best, Doezie & Ryder during 2000. The service
provided by Inslee Best has been excellent. It is recommended that the Board continue to retain
Inslee Best as legal counsel under the terms of the May 19, 1999 Conditions of Service
Agreement. Motion to approve was made by Sants Contreras, seconded by Charles Mosher and
unanimously approved.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

B.

C.

Water Supply Contract Negotiations with Seattle — The Cascade Negotiating Team met on
December 19 and 20, 2000 to develop a draft contract for purchase of water supply and
transmission services from the City of Seattle. The draft is based on the proposed contract
developed by the IWG (where applicable), the Principles and Concepts developed by Cascade at
the beginning of the negotiating process, direction received from the Board and discussions held
with Seattle Public Utilities. The Cascade Team met on January 4 to review the document
prepared by Mike Ruark. The draft contract was provided to Seattle Public Utilities for review
and was discussed in detail at the regular negotiating session on January 9, 2001.

The Board discussed a number of issues related to the Seattle contract negotiations. Sants
Contreras expressed concerns about the proposed Operating Board. He feels strongly that
Cascade must participate in meaningful regional forums and discussions. The Board agreed and
directed the Negotiating Team to continue to pursue establishment of mechanisms for useful and
effective regional planning and decision making.

Conservation requirements and the sizing of the Cascade Block were also discussed.

Alan Merkle suggested that in addition to receiving a copy of the draft contract, Board Members
should receive a comparison of the proposed agreement with the current Purveyor Contracts and
the contract form being developed by Seattle and the Water Supply Association. This comparison
would assist in briefing the Board and provide the Board the necessary information for giving the
Negotiating Team additional policy direction.

The General Manager suggested that, based on the negotiation progress, such a comparison would
be provided at the March or April Board Meeting.

Status of Proposed Lake Tapps Project and Memorandum of Understanding — Representatives of
Cascade continue to meet with representatives of Puget Sound Energy to review the draft
Memorandum of Understanding which was summarized for the Board at the December 2000
Meeting. Efforts continue to finalize this agreement.

Membership Committee
The Membership Committee had no new business to report.
Finance Committee

Invoices for 2001 Administrative Dues have been sent to all members. Some payments have
been received already.
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NEW BUSINESS
There was no new business for this meeting.

GENERAL MANAGER'S REPORT

The General Manager requested Board approval for the date and location of Cascade's Annual
Meeting to be held on Wednesday, February 28 at the Seattle Space Needle. Governor Locke has
been invited as the featured speaker. Cost of the luncheon is similar to the cost of last year's Annual
Meeting held at the Museum of Flight in Seattle. Motion to approve was made by Sants Contreras,
seconded by Charles Mosher and unanimously approved.

NEXT MEETING DATE:
ANNUAL MEETING - February 28, 2001 — Seattle Space Needle

11:00 AM — Registration and Discussion
11:45 AM - Luncheon
1:45 PM - Board Meeting

ADJOURN
The meeting was adjourned at 5:30 PM.

Board Members signed approved Minutes.
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ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Mark Cole, City of Duvall

Sants Contreras, City of Kirkland

Jim Haggerton, City of Tukwila

Lys Hornsby, Covington Water District

Alan Merkle, City of Mercer Island

Chuck Mosher, City of Bellevue

Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Jon Ault

Pat Brodin

Joe Forkner
Robert George
Erin Leonhart
Ron Little
Sheldon Lynne
Judith Nelson
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair

Alan Merkle, Secretary/Treasurer
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance JuLy 25, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:00 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Issaquah, the City of Mercer Island, the City of Redmond,
Sammamish Plateau Water & Sewer District, the City of Tukwila and Woodinville Water District
were present, constituting a quorum. A meeting attendance sheet was available at the door for all
attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Steve Stevlingson, seconded by Gwenn Maxfield,
and unanimously approved.

B. Approval of Minutes from the regular Meeting held on June 13, 2001

Motion to approve the Minutes from the regular Meeting held on June 13, 2001 was made by
Steve Stevlingson, seconded by Joe Forkner and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the revised Treasurer's Report for the month ending June 30, 2001 was made
by Jim Haggerton, seconded by Gwenn Maxfield, and unanimously approved.

ACTION ITEMS

Resolution No. 2001-01: Approving a Memorandum of Understanding with Puget Sound
Energy pertaining to the Lake Tapps Water Right Application.

Details of the Memorandum of Understanding (MOU) with Puget Sound Energy (Puget) have been
discussed at previous Board Meetings. Key features of the MOU are:

» Effective from date of execution through December 31, 2002;

» Puget will work exclusively with Cascade (during the term of the MOU) to develop a proposal for
Cascade to acquire all or a portion of the water right;

e Cascade will pay Puget a Consideration totaling $225,000 for this exclusive arrangement. The
Consideration is payable in three parts - at execution ($50,000), on or before one year after
execution ($75,000), and on or before six months following the previous payment ($100,000);

* Any amounts paid as Consideration will be credited toward the purchase price of the water right;

» Cascade and Puget will each pay 50% of the costs associated with the Preliminary Permit and the
SEPA review. It is estimated that these activities will cost, in total, between $750,000 and
$1,000,000;
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» Joint management of activities, including consultants, by Cascade and Puget (except in the case
of the SEPA review which would be the responsibility of Cascade or its designee);

» Either Party may terminate with 30 days notice. If Puget terminates, Cascade will be reimbursed
all Process Costs paid unless Puget develops the project directly or with another utility. In that
case, Cascade would be reimbursed all payments made to Puget. If Cascade terminates, Puget
will be reimbursed its share of Process Costs incurred; and

» Provides for sharing of data, confidentiality, and communication.

Execution of the MOU will obligate Cascade to actively participate with Puget in obtaining the
water right for Lake Tapps and to financially support the specified activities.

The General Manager relayed the subject of an email message he received from Mark Cole, stating
that the City of Duvall is not in favor of Cascade approving the MOU and continuing activities
pertaining to the Lake Tapps project. Mr. Cole further stated that it is the intent of the City of Duvall
to withdraw from Cascade if the MOU is approved. A brief discussion ensued regarding the financial
impact this would have on other Members with regards to the Lake Tapps project. Questions arose
and clarifications were made regarding Consideration payments, the total cost paid and the water
right.

Motion to approve Resolution No. 2001-01 was made by Jim Haggerton, seconded by Steve
Stevlingson and unanimously approved.

Resolution No. 2001-02: Approving and adopting assessments to be levied against Cascade
Members to fund costs associated with the Lake Tapps Water Right Application.

It is estimated that Cascade costs related to Lake Tapps (analysis required by the Preliminary Permit,
expanded scope of the TSSP North Branch EIS, and development of the long-term arrangements
between Cascade and Puget) for the remainder of 2001 and 2002 will be approximately $900,000.
Resolution No. 2001-02 provides for securing the necessary funds through a “special” assessment
based, in part, on each Member’s Demand Shares (total water use) and on actual growth (new meter
installations) in each Member during the period July 1, 2001 through December 31, 2002. Demand
Shares are assessed at the rate of $3/CERU and Growth is assessed at the rate of $100 per new meter
installed.

The funds generated through the Lake Tapps assessment will be assigned to a Lake Tapps capital
account and utilized only for Lake Tapps activities. The portion of the assessment based on actual
growth will be due quarterly, beginning in October 2001. The portion of the assessment based on
Demand Shares will be due in two installments (January and July 2002). As the project proceeds the
Board will be able to assess the progress and reduce, increase or cancel one or more payments.

By establishing a separate Lake Tapps capital account, Cascade will be able to recover these
development costs when financing the treatment plant and pipeline. To the extent these costs are
recovered through a project financing, Cascade will reimburse Members proportionate with their
contributions.

A discussion ensued regarding project costs as well as long term and short term bonds.

Motion to approve Resolution No. 2001-02 was made by Gwenn Maxfield, seconded by Steve
Stevlingson and unanimously approved.
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Resolution No. 2001-03: Adopting an amended 2001 Budget and a preliminary 2002 Budget.

The 2001 Administrative Budget was reviewed to determine where adjustments could be made to
reflect projected actual year-to-date expenditures and better estimate total annual expenditures.
Separate accounts were established under the Professional Services Account for general Cascade
activities and for activities related to the Seattle Contract and Lake Tapps. All “excess” funds were
transferred to the Lake Tapps Project Account, which is also credited with the estimated Growth
Based assessment due in October 2001. By utilizing the Reserve Account and Contingency Account,
the projected expenses associated with the Lake Tapps project can be covered through December 31,
2001. The 2001 Administrative Budget was increased $317,185. Projected revenues were increased
by $83,625 ($71,125 from estimated Lake Tapps Growth Based assessment and $12,500 projected
additional interest income).

The preliminary 2002 Administrative Budget estimates expenditures related to normal operations,
implementation of the Seattle Contract and continued Lake Tapps activities. Total expenditures are
estimated to be $879,025. The Operating Reserve is set at $119,500 and the Contingency Fund at
$231,415. Income includes estimates of Administrative Dues (set at a rate of $2.36/CERU which
represents an approximate 5% increase over the 2001 Administrative Dues), the Lake Tapps
Assessment and interest income. Total income is estimated to be $1,229,940.

Questions arose and clarifications were made regarding the Puget/MOU line item, funding source,
Contingency and the Operating Reserve.

Motion to approve Resolution No. 2001-03 was made by Steve Stevlingson, seconded by Jim
Haggerton and unanimously approved.

Resolution No. 2001-04: Adopting policies and procedures required or authorized by the State
Environmental Policy Act.

The General Manager discussed the importance of Cascade as a lead SEPA agency. The adoption of
certain policies and procedures are required under SEPA. Resolution 2001-04 provides for adoption
of SEPA policies and procedures, much of which is adopting and incorporating by reference sections
of Chapter 197-11 WAC. Portions that could not be adopted or incorporated directly were drafted to
be specific to Cascade.

The General Manager then called attention to section 7.2, which provides for no administrative
appeal of Cascade determinations under SEPA. Any appeal would go directly to the courts. A
discussion followed regarding the administrative appeals process. Mike Ruark explained that if
Cascade was a permitting agency the appeal process would be recommended, however, it is not.

Motion to approve Resolution No. 2001-04 was made by Don Davidson, seconded by Joe Forkner
and unanimously approved.

Resolution No. 2001-05: Approving an Employment Agreement for the General Manager.

The current Employment Agreement with the General Manager expires in August 2001. The General
Manager met with Grant Degginger and Sants Contreras as representatives of the Board to negotiate a
new agreement which was provided to the Board in the July Board package and is recommended for
approval. The new Employment Agreement is effective immediately and expires July 2003.

Motion to approve resolution no. 2001-05 was made by Don Davidson, seconded by Sharon Dorning
and unanimously approved.
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STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Water Supply Contract Negotiations with Seattle

Contract negotiations continue with the goal of providing the Board with a complete draft
agreement for review and comment in September 2001. Current negotiations are working to
finalize the size and shape of the Block, limits during peak season and price. The General
Manager noted that the Negotiating Team is pushing Seattle to get this done and progress is being
made. Lloyd Warren commented that Seattle has signed three individual full-requirements
contracts and has incentives to get this done.

Status of Proposed Lake Tapps Project and Memorandum of Understanding

A Request for Proposals for the Technical and Environmental Assessment for the Lake Tapps
Reservoir Water Right was made available by Puget Sound Energy and Cascade on June 11,
2001. Proposals were received on July 5 and reviewed by a team representing Puget and
Cascade. Interviews with two proposing teams were held on July 17. On July 18, the team
headed by HDR Engineering, Inc. was informed that it was the preferred contractor for this work.
The other members of the team are: Associated Earth Sciences, Inc.; Economic and Engineering
Services, Inc.; GeoEngineers, Inc.; Golder Associates; R2 Resource Consultants; Inc.; and R.W.
Beck, Inc.

The consultant team met with Puget and Cascade on July 24 for a kick-off meeting, and will meet
with the Department of Ecology on July 27.

B. Membership Committee

The Membership Committee had no new business to report.
C. Finance Committee

The Finance Committee had no new business to report.

SIGNIFICANT CORRESPONDENCE

The General Manager called attention to the May 21, 2001 letter to Cascade from Sammamish
Plateau Water and Sewer District which was distributed with the July Board package. The intent of
the letter was to notify Cascade Board Members of activities related to regional pipeline studies being
initiated by the District. Also distributed with the July Board package was a Sammamish Plateau
Press Release dated July 17, 2001, imposing mandatory watering restrictions. The General Manager
noted that Sammamish Plateau is the first utility to impose mandatory restrictions.

NEW BUSINESS

Steve Stevlingson introduced Stanley Stone as the new Alternate Board Member for Sammamish
Plateau Water & Sewer District, replacing Bob George. Bob Young, the Mayor of Bonnie Lake was
also introduced as a potential new Member to Cascade.

GENERAL MANAGER'S REPORT

The General Manager suggested that the next meeting, set for August 8, be cancelled in order to
accommodate vacations and due to a small agenda. The Board approved. Reminder notices will be
sent.
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ADJOURN
The Meeting was adjourned at 4:55 PM.
Board Members signed approved Minutes.

NEXT REGULAR MEETING DATE
September 12, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order

ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair
Don Davidson, City of Bellevue

Sharon Dorning, City of Redmond

Joe Forkner, City of Issaquah

Jim Haggerton, City of Tukwila

Lys Hornsby, Covington Water District

El Jahncke, City of Mercer Island

Gwenn Maxfield, Woodinville Water District

Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Jon Ault

Pat Brodin

Erin Leonhart
Ron Little

Mike Ruark
Deb Symmonds
Lloyd Warren
Bob Young

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair
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BOARD OF DIRECTORS

MINUTES

MERCER ISLAND COMMUNITY CENTER

Cascade Water
Alliance JUNE 13, 2001

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 4:10 PM. Board Members or Alternate
Board Members from the City of Bellevue, Bryn Mawr-Lakeridge Water & Sewer District,
Covington Water District, the City of Issaquah, the City of Kirkland, the City of Mercer Island,
Sammamish Plateau Water & Sewer District, the City of Tukwila and Woodinville Water District
were present, constituting a quorum. A meeting attendance sheet was available at the door for all
attendees.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the agenda was made by Sants Contreras, seconded by Steve Stevlingson, and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on May 9, 2001

Motion to approve the Minutes from the regular Meeting held on May 9, 2001 was made by Sants
Contreras, seconded by Steve Stevlingson and unanimously approved.

C. Approval of Treasurer’s Report

Motion to approve the revised Treasurer's Report for the month ending May 31, 2001 was made
by Sants Contreras, seconded by Joe Forkner, and unanimously approved.

ACTION ITEMS
There were no action items for this meeting.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle
Negotiations continue and significant progress is being made in a number of areas. The draft
contract is being revised in accordance with the following agreements:

» The term of the agreement will be 45 years, subject to additional discussion with the
Cascade Board;

» The full Block will be “phased in” as certain activities impacting the Firm Yield of the
Seattle Supply System occur (i.e., the operation of the Tacoma Second Supply Project);

e The Block will be adjusted based on Cascade Membership (according to projected
demands of individual utilities);

» Access to the transmission system will be based on the Block, however Cascade and
Seattle may negotiate for use of any available transmission capacity; and
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e Seattle may not require Cascade sources to meet water quality standards more stringent
than required of its own sources.

A discussion ensued regarding reclaimed water and the authority of the Operating Board
established under the contract developed by the Water Supply Association. It was determined
that an acceptable definition of reclaimed water and clarifications that actions of the
Operating Board will not impact Cascade must be included in the Seattle/Cascade agreement.

The General Manager noted that the major issues discussed with the Board have been
resolved with Seattle, and discussions on rates and pricing will begin in two weeks. A matrix
of recent negotiations was requested by the Board and will be distributed after current
outstanding issues are clarified. Final pricing and rate structures will be determined by
September.

The Board discussed the provisions of the Full Requirements contract developed by the Water
Supply Association and recently signed by Cedar River and Soos Creek districts. Mr.
Contreras suggested this may be a good time to encourage new membership with Cascade.
The General Manager acknowledged that letters will be sent to Seattle Wholesale Customers
encouraging them to compare contracts and consider Cascade as a water source. The General
Manager also noted that the changes proposed to the Interlocal Contract will be reviewed in
upcoming months as the Cascade/Seattle contract is completed.

Status of Proposed Lake Tapps Project and Memorandum of Understanding

The General Manager indicated that the concerns raised by the Board regarding the draft
Memorandum of Understanding were discussed with Puget and changes made to paragraph
4.1 (Termination). It is proposed that the Board formally consider approval of the MOU and
the funding assessment, by resolution, at the July 25 Board Meeting.

A discussion followed and clarifications were made regarding termination provisions of the
MOU, the right of refusal, ownership of the water right and legal issues surrounding the
application of the water right.

The General Manager then explained the Projected Lake Tapps Cash Flow analysis which
was distributed with the June Board package. He noted that additional options have been
developed for the Cascade assessment of Members to cover the costs of developing the Lake
Tapps project. This payment schedule allows Cascade to cover anticipated costs and to cancel
or postpone payments if the funds are not necessary. A second spreadsheet included with the
June Board package shows the proposed Lake Tapps assessment for each Cascade Member.

Board Members indicated that they would be discussing the proposed MOU with their
legislative bodies over the next few weeks. The General Manager is available to meet with
the Councils or Commissioners as necessary and appropriate.

The General Manager is continuing to meet with Member Council to discuss Lake Tapps
development activities and project funding. The outlook from the discussions to date has
been favorable.

Newspaper ads are being published this week for the Request for Proposals (RFP) for
consultant support to complete the analysis required by the Preliminary Permit. The RFPs
will be distributed as requests come in. It is anticipated that a consultant will be selected in
mid-July.

B. Membership Committee
The Membership Committee had no new business to report.
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C. Finance Committee
The Finance Committee had no new business to report.

SIGNIFICANT CORRESPONDENCE

NEW BUSINESS

Al Blanchard noted that the General Manager's contract expires in August. Mr. Degginger and Mr.
Contreras agreed to meet with the General Manager to draft a new contract, and the General Manager
will work with legal counsel to finalize a new contract for consideration by the Board at the July 25
Board Meeting.

GENERAL MANAGER'S REPORT

The General Manager asked for comments on the draft of Cascade's Employee Handbook which was
distributed with the June 13 Board package. He noted that the benefits portion was previously
established by the Board. EIl Jahncke suggested that Cascade seek input from the human resources
departments of Member utilities. The General Manager noted that further information will be
requested for the Employee Handbook and a final draft version will be presented at a future Board
Meeting.

ADJOURN

The Meeting was adjourned at 5:40 PM.

Board Members signed approved Minutes.

NEXT REGULAR MEETING DATE
PLEASE NOTE CHANGE FROM REGULAR DATE
July 25, 2001 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable Discussions
4:00 PM - Meeting Called to Order
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ATTENDANCE

Board Members:

Albert Blanchard, Bryn Mawr-Lakeridge W&S District, Chair

Sants Contreras, City of Kirkland

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Jim Haggerton, City of Tukwila

Lys Hornsby, Covington Water District

El Jahncke, City of Mercer Island

Maureen Jewitt, Woodinville Water District

Steve Stevlingson, Sammamish Plateau W&S District

Staff Present:
Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant

Others Present:
Jon Ault

Pat Brodin

Erin Leonhart
Ron Little
Sheldon Lynne
Gwenn Maxfield
Deb Symmonds
Lloyd Warren

APPROVED BY:

Al Blanchard, Chair

Maureen Jewitt, Vice Chair

Page 4 of 4





