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BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance MAY 8, 2002

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 4:04 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 Mercer Island, Sammamish Plateau Water & Sewer District, the
City of Tukwila and the Woodinville Water District were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Joe Forkner, seconded by Albert Blanchard, and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on April 10, 2002

Motion to approve the Minutes from the regular Meeting held on April 10, 2002 was made
by Joe Forkner, seconded by Jim Haggerton and unanimously approved.

C. Approval of Treasurer’s Report
Approval of the Treasurer's Report for the month ending April 30, 2002 was made by Albert
Blanchard, seconded by Jim Haggerton 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

Activities have focused on development of the Cost Recovery Section. Detailed concepts
have been discussed with Seattle Public Utilities. Cascade will take on the task of fully
developing the section for review and comment by SPU. Options for structuring specific
portions of the rate and payment structure will be developed and reviewed jointly with the
Resource Planning and Finance Committees.

Lake Tapps Project

The final Preliminary Permit report was delivered to the Department of Ecology on Tuesday
April 30. The summary report is in final preparation and will be available in the next two
weeks. Other activities have focused on coordination with the Corp of Engineers, the Lake
Tapps Task Force Biology Committee (MIF related issues) and the SEPA review.
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Joint Meeting with Finance Committee

The Planning and Finance Committees met on April 30 to review rate modeling of three
scenarios developed following the discussions at the previous Committee meeting and the
April Board Meeting. The scenarios were: Cascade Members continue on the current
Purveyor Contracts until 2021; Cascade Members enter into the new individual Seattle
wholesale contract; and Cascade executes a block contract with Seattle and develops Lake
Tapps as a future source.

B. Membership Committee

The Port of Seattle has contacted Cascade, expressing interest in discussing membership if
the Port is successful in achieving Purveyor status from SPU.

C. Finance Committee

See Resource Planning Committee for information on joint Committee Meetings.

Final accruals for 2001 are almost complete. Retained earnings from 2001 are approximately
$75,000 higher than anticipated. Estimates of additional expenditures for 2002 are being
developed and will be presented to the Board when all are received.

SIGNIFICANT CORRESPONDENCE
There was no significant correspondence for this meeting.

GENERAL MANAGER'S REPORT

Several Cascade Members and the General Manager attended a briefing from the Integrated
Customer Solutions Group at Puget Sound Energy. PSE representatives described a series of
utility services that are available on a contract basis, including automated meter reading, bill
printing and delivery, payment processing and development of customer information systems.
The presentation included a tour of the payment processing and the customer information
systems operation at Puget. A hard copy of the presentation and list of contacts at Puget will be
distributed to all Cascade Members.

The General Manager announced that the June Board Meeting would be held at the Mercer
Island Community Center.

NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION

At 4:20 PM the Chair announced an Executive Session of approximately one hour’s duration to
discuss the potential acquisition of real property from PSE in the form of the Lake Tapps water
right and cost of water obtained under the right to develop a potential purchase price. The
Executive Session adjourned and the regular meeting reconvened at 5:12 PM.

ADJOURN
The Meeting was adjourned at 5:12 PM.

Board Members signed approved minutes, vouchers and resolutions.
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NEXT REGULAR MEETING DATE
June 12, 2002 — MERCER ISLAND COMMUNITY CENTER — ROOM A-9

3:30 PM — Roundtable discussions and refreshments
4:00 PM - Meeting called to order

ATTENDANCE

Board Members Present:

Jon Ault, Bryn-Mawr-Lakeridge W&S District

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

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Dan Grausz, City of Mercer Island

Jim Haggerton, City of Tukwila

Maureen Jewitt, 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:
Pat Brodin

Ron Little
Sheldon Lynne
Judy Nelson
Gene Peterson
Cheryl Scheuerman
Terry Spragg
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair

Page 3 of 3






BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance APRIL 10, 2002

ROLL CALL

Grant Degginger, 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, the
City of Issaquah, the City of Kirkland, the City of Mercer Island, Sammamish Plateau Water &
Sewer District, the City of Tukwila and the Woodinville Water District were present,
constituting a quorum.

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 March 13, 2002

Motion to approve the Minutes from the regular Meeting held on March 13, 2002 was made
by Joe Forkner, seconded by Stanley Stone and unanimously approved.

C. Approval of Treasurer’s Report
Approval of the Treasurer's Report for the month ending March 31, 2002 was made by Jim
Haggerton, 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

The Cascade team reviewed the re-draft contract with the Seattle team. The Block size and
peak season and month limitations have been finalized. The teams are focused on risk and
cost recovery issues to finalize the contract.

Lake Tapps Project

The Preliminary Permit extension to April 30, 2002 has been granted. A package of revised
Technical Memos has been delivered to the Department of Ecology (revised to address DOE
comments). Revision of the four remaining Technical Memos (Reservoir Management Plan,
Flow Augmentation Plan, Water Quality Modeling and Fish Habitat Assessment) is ongoing
and will be delivered to DOE in mid-April.
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A Memorandum was distributed regarding the SEPA Review and the schedule established
for the initial phase of the Lake Tapps Project. The schedule was reviewed as follows:

June 20, 2002 Preliminary draft checklist to Cascade for review and comment

June 25, 2002 Review of preliminary draft by Resource Planning Committee

July 8, 2002 Final checklist submitted to Cascade Water Alliance

July 10, 2002 Cascade Board Meeting - presentation and discussion of final checklist

The Washington State Senate adopted Resolution 8776 on March 2, 2002. Senators Roach,
Fraser and Johnson expressed support for the efforts underway to preserve Lake Tapps as a
recreational and commercial resource. A copy of the Resolution was included with April
Board package.

Joint Meeting with Finance Committee

The Resource Planning Committee and the Finance Committee met on April 4, 2002 to
review issues and options impacting Cascade rates and charges under the Seattle contract,
Interlocal Contract and proposed Lake Tapps Project. Cascade Staff and the FCS Group are
also working on developing rate and cost projections for a number of likely scenarios to
illustrate the impact of various policy options.

The Resource Planning Committee and the Finance Committee will continue to meet
monthly through July.

B. Membership Committee
Associate Membership

Letters have been sent to the following municipalities and utilities, which have expressed
interest in the Lake Tapps project and/or Associate Membership in Cascade:

* Black Diamond
* Bonney Lake

* Buckley

*  Enumclaw
* Puyallup

e Sumner

A copy of the letter was included with the April Board package. The General Manager will
follow up with the Mayors of each city.

C. Finance Committee

The Treasurer reported on year-to-date expenditures, noting that final accounting for 2001
and any necessary 2002 budget amendments will be presented at the May Board Meeting. It
IS anticipated that actual expenditures related to the Lake Tapps Project will be higher than
estimated.

SIGNIFICANT CORRESPONDENCE
Details of significant correspondence are reflected in the appropriate category.

GENERAL MANAGER'S REPORT

Due to the increased level of activity anticipated over the next few months, monthly Standing
Committee Meetings are being scheduled. It is anticipated that the time will be used for both
individual and joint Committee Meetings to address issues related to the Seattle Contract,
modification of the Interlocal Contract and the Lake Tapps Project.
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NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The Meeting was adjourned at 4:28 PM.

Board Members signed approved minutes, vouchers and resolutions.

NEXT REGULAR MEETING DATE
May 8, 2002 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 PM - Meeting called to order

ATTENDANCE

Board Members Present:

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

Jim Haggerton, City of Tukwila

Maureen Jewitt, 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

Gene Peterson
Bill Shoemaker
Terry Spragg
Deb Symmonds
Scott Thomasson
Lloyd Warren
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APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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I \/_\J BOARD OF DIRECTORS
L/

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance

MARCH 13, 2002

ROLL CALL

Grant Degginger, 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 Redmond, Sammamish Plateau Water
& Sewer District and the Woodinville Water District were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Joe Forkner, seconded by Maureen Jewitt, and
unanimously approved.

B. Approval of Minutes from the Annual Meeting held on February 13, 2002

Motion to approve the Minutes from the Annual Meeting held on February 13, 2002 was
made by Joe Forkner, seconded by Stanley Stone and unanimously approved.

C. Approval of Treasurer’s Report
Approval of the Treasurer's Report for the month ending February 28, 2002 was made by Joe
Forkner, seconded by Albert Blanchard and unanimously approved.

ACTION ITEMS

Resolution No. 2002-01 — Authorizing contracts with qualifying municipalities to become
Associates of the Cascade Water Alliance.

Grant Degginger recommended clarifying Section 5 of the Associate Contract (Exhibit A of the
Resolution) that the Water Supply Characterization must be in a form acceptable and approved
by Cascade.

Motion to approve Resolution No. 2002-01 with the recommended changes was made by Albert
Blanchard, seconded by Joe Forkner and unanimously approved.

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

As noted at the Annual Board Meeting, meetings with Seattle now focus on providing only
the delivery of the Block. The Cascade Team has re-drafted several sections in order to
reflect the "Block only" purchase. A fully revised contract will be distributed to Seattle for
their review. Changes to the contract will be reviewed with the Resource Planning
Committee.
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Amendments to the Interlocal Contract were considered last year although action was
postponed. Changes to the Interlocal Contract will need to be made to correspond with the
provisions of the Seattle contract and with the direction Cascade is now headed. A joint
Resource Planning Committee/Finance Committee meeting will take place prior to the April
Board Meeting to begin to address these changes.

Ed Cebron (FCS Group) was introduced, and gave a slide presentation pertaining to:

» Current Seattle/Purveyor Financial Relationship

» Seattle/Cascade Financial Relationship

» Cascade Financial Structure
Hard copies of the presentation were also available. Questions and discussions followed.
Lake Tapps Project

Copies of two letters from Puget Sound Energy (PSE) to the Department of Ecology were
available at the meeting. The purpose of the letters was to ensure that all information needed
for the preliminary permit for the Water Right Application was provided, and request a 40-
day extension of the permit which expires on March 20, 2002.

Replacement of the diversion dam at the White River is an important aspect of the Lake
Tapps Project, and is vital to PSE's continued operation of the hydropower plant for
maintaining the existence of Lake Tapps and providing fish passage for Mud Mountain Dam.
The Army Corp. of Engineers received $500,000 last year related to replacement of the
facility. The proposed Final Budget includes $1.2 million for continued work. An additional
$3.8 million is needed. The General Manager and representatives of Pierce County met with
several members of Congress in Washington D.C. recently to request the additional funds.
Mr. Degginger and representatives of the City of Bellevue also discussed this with members
of the Delegation in Washington D.C., and noted that the project was well received.

A biological opinion is being conducted by the National Marine Fisheries Service (as a
consultation to FERC) to determine if the recommended minimum instream flows are
adequate for salmon in the White River. The survey is scheduled to be completed this
month.

B. Membership Committee
Associate Membership

See Action Items.
C. Finance Committee

Cascade is waiting for a few accruals from 2001 in order for Benson & McLaughlin to
complete the full audit for that year, as requested by the Board.

Lake Tapps Assessments and Administrative Dues for 2002 have been received from most
Members, putting Cascade in good shape financially.

SIGNIFICANT CORRESPONDENCE
See Lake Tapps Project.

Page 2 of 4





GENERAL MANAGER'S REPORT

The General Manager reported on the success of Cascade's 2002 Annual Meeting. He also
reminded Board Members, Alternate Board Members and Staff to sign up for any Cascade
Standing Committees in which they may be interested. A follow-up email will be sent.

NEW BUSINESS

There was no new business for this meeting.

EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The Meeting was adjourned at 5:35 PM.
Officers signed approved minutes, vouchers and resolutions.

NEXT REGULAR MEETING DATE
April 10, 2002 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 PM - Meeting called to order

ATTENDANCE

Board Members:

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Jon Ault, Bryn-Mawr-Lakeridge W&S District
Albert Blanchard, Bryn Mawr-Lakeridge W&S District
Lys Hornsby, Covington Water District

Joe Forkner, City of Issaquah

Sharon Dorning, City of Redmond

Rosemarie lves, City of Redmond

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
Sheldon Lynne
Judy Nelson
Deb Symmonds
Lloyd Warren
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MINUTES APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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I \/_\J ANNUAL MEETING
L/

MINUTES

MEYDENBAUER CENTER

Cascade Water
Alliance

FEBRUARY 13, 2002

As in previous years, the 2002 Annual Meeting had a different format than regular Meetings of
the Cascade Board of Directors. The Meeting consisted of a luncheon featuring remarks by the
Honorable Gary Locke, Governor of the State of Washington. Following the luncheon, the
Board of Directors held a short business meeting. Herein is a summary of the luncheon and
minutes from the business meeting.

LUNCHEON

11:00 AM Registration and hors d'oeuvres
12:00 PM Lunch served

Cascade Board Member Grant Degginger opened the 2002 Annual Meeting at 12:10 PM. He
welcomed attendees and provided a brief overview of Cascade activities during the past year
before introducing Governor Gary Locke. The Governor addressed the audience regarding
where his Administration has been and where it’s going with water issues. He restated his
commitment to meeting the needs of people and fish and to reform the State water code. The
Governor also restated his support for a win/win solution with the Lake Tapps project. The
Governor's speaking notes are attached.

The Governor then invited Jim Waldo and Tom Fitzsimmons to give an update on current events
regarding water issues. Mr. Waldo discussed the legislative initiative for the current year. He
specifically outlined a $1 billion water infrastructure proposal to be funded by a charge to both
water and electric utility customers. Mr. Waldo stressed that water legislation is a multi-year
objective of the Governor and his Water Team, and asked for utility assistance in achieving
common objectives.

Mr. Fitzsimmons discussed principles and problems that must be addressed with current public
water systems, and gave a brief overview of the Puget Sound Regional Initiative.

Mr. Fitzsimmons also assured the audience of the Governor's commitment to water issues and
noted that the Governor frequently asked about the status of the Lake Tapps project. Speaking
notes from Mr. Fitzsimmons are attached.

Mr. Waldo and Mr. Fitzsimmons then answered questions from the audience regarding the Lake
Tapps project. Questions pertained to the memorandum on the water right, revenue increases,
instream flows and Tribal issues.

Grant Degginger concluded the luncheon at 1:00 PM. He thanked Governor Locke, Jim Waldo
and Tom Fitzsimmons for their attendance and participation. He invited attendees to remain for
the Business Meeting that followed.

Page 1 of 19





BUSINESS MEETING

ROLL CALL

Albert Blanchard, Chair, called the Meeting to Order at 1:30 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.

Consent Items
A. Approval of Agenda

Motion to approve the Agenda was made by Sants Contreras, seconded by Grant Degginger,
and unanimously approved.

B. Approval of Minutes from the regular Meeting held on January 9, 2002

Motion to approve the Minutes from the regular Meeting held on January 9, 2002 was made
by Grant Degginger, seconded by Sants Contreras and unanimously approved.

C. Approval of Treasurer’s Report

Approval of the Revised Treasurer's Report for the months ending December 31, 2001 and
January 31, 2001 was made by Sants Contreras, seconded by Joe Forkner and unanimously
approved.

ACTION ITEMS

Section 5.02, Appointment and Term of Officers of the Bylaws states in part, “The Officers of
Cascade shall be appointed by the Board at the Annual Meeting in even-numbered years, to serve
for two years...”. Section 5.01, Number states in part, Cascade “shall have a Chair, a Vice
Chair, a Treasurer and a Secretary...”. The same person may not hold any two or more offices
(with the exception of Chair and Treasurer). The Board has also appointed Standing Committee
Chairs at the Annual Meeting. The Officers and Standing Committee Chairs compose the
Executive Committee.

A. Appointment of Officers — Albert Blanchard presented the following Board Members to be
appointed as Officers of Cascade to serve two-year terms:

Chair — Grant Degginger, City of Bellevue
Vice Chair — Jim Haggerton, City of Tukwila
Secretary/Treasurer — Albert Blanchard, Bryn Mawr-Lakeridge Water and Sewer District

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

B. Appointment of Standing Committee Chairs — Mr. Blanchard then presented the following
Board Members to be appointed as Standing Committee Chairs:

Finance Committee — Albert Blanchard, Bryn Mawr-Lakeridge Water and Sewer District
Membership Committee — Sants Contreras, City of Kirkland
Resource Planning Committee — Joe Forkner, City of Issaquah

Motion to approve the appointments as proposed was made by Stanley Stone, seconded by
Lys Hornsby and unanimously approved.
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Grant Degginger presented Mr. Blanchard with a plaque in appreciation of his dedicated service
and leadership as Chair during the years 2000-2002.
STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Water Supply Contract Negotiations with Seattle

Meetings with Seattle now focus on providing only the delivery of the Block. Areas of the
contract that require changes to reflect a "Block only" purchase are being identified. A
schedule will be set at the next meeting to complete the contract by the end of April.

Several members of both Negotiating Teams met with Chuck Clarke (the new Director of
Seattle Public Utilities) to discuss the contract approach and regional water issues.

Lake Tapps Project

As reported at the January Board Meeting, the draft Preliminary Permit Report and Technical
Memorandums were submitted to the Department of Ecology in January. A meeting has
been set with the Tribes to address questions they have regarding the project.

The General Manager and Grant Degginger will also meet with the Lake Tapps Task Force
to discuss the status of the water right.

The General Manager noted that the speeches presented today by Governor Locke, Jim
Waldo and Tom Fitzsimmons as well as the results of the survey conducted by Evans &
McDonough demonstrate that support of the Lake Tapps project extends beyond Cascade and
its affiliates. The Key Findings of the survey are attached.

B. Membership Committee
Associate Membership

As mentioned at the January Board Meeting, a final Associate Membership Resolution and
Agreement will be presented at the March Board Meeting for Board consideration.

C. Finance Committee

Benson & McLaughlin is in the process of conducting a full audit as requested by the Board.
A draft year-to-date Expenditures vs. Budget report was included with the February Board
package.

Administrative Dues have been received from most Members.

SIGNIFICANT CORRESPONDENCE
There was no significant correspondence for this meeting.

GENERAL MANAGER'S REPORT

The General Manager thanked everyone for their attendance at Cascade's 2002 Annual Meeting.
He expressed his appreciation for the service and commitment of the Officers and Committee
Chairs who served during the past two years. He then welcomed the new Officers and
Committee Chairs and is looking forward to a productive next two years.

NEW BUSINESS

There was no new business for this meeting.
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EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The 2002 Annual Meeting adjourned at 1:40 PM.
Board Members signed approved minutes.

NEXT REGULAR MEETING DATE

March 13, 2002 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
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

Pam Carter, City of Tukwila

Sants Contreras, City of Kirkland

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Sharon Dorning, City of Redmond

Joe Forkner, City of Issaquah

Dan Grausz, City of Mercer Island

Jim Haggerton, City of Tukwila

Lys Hornsby, Covington Water District

Gwenn Maxfield, Woodinville Water District

Steve Mullet, City of Tukwila

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:
(See attached registration list)

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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CASCADE WATER ALLIANCE

2002 ANNUAL MEETING REGISTRATION LIST

total # registered = 101

NAME

ORGANIZATION

TITLE

Rhonda Hilyer

Agreement Dynamics

President

Wes Jorgenson

Bellevue, City of

Assistant Director

Don Davidson

Bellevue, City of

Councilmember

Grant Degginger

Bellevue, City of

Deputy Mayor

Alison Bennett

Bellevue, City of

Policy Program Manager

Lloyd Warren

Bellevue, City of

Utilities Director

David Hoagland Benson & McLaughlin CPA

Steven Bishop Benson & McLaughlin Partner

Jason Paulsen Black Diamond, City of City Administrator
Howard Botts Black Diamond, City of Mayor

Bob Young Bonney Lake, City of Mayor

Seth Boettcher Bonney Lake, City of Public Works Director
Dave Zabell Bothell, City of Director of Public Works
Bob Bandarra Bothell, City of Mayor

Jon Ault Bryn-Mawr W&S District Commissioner

Al Blanchard Bryn-Mawr W&S District Commissioner

Don Sorenson Bryn-Mawr W&S District Commissioner

Don Henry Bryn-Mawr W&S District Commissioner

Cheryl Scheuerman

Bryn-Mawr W&S District

General Manager

Michael Gagliardo

Cascade Water Alliance

General Manager

Pam Higbee Cascade Water Alliance Executive Assistant
Greg Lindstadt CDM Associate

Jim Carr CDM Sr. Hydrogeologist
Walter Canter Cedar River W&S District Commissioner
Ron Sheadel Cedar River W&S District General Manager
Nancy Davidson CH2M Hill Project Manager
David Parkinson CH2M Hill Project Manager
David Knight Covington Water District Commissioner
Dennis Holden Covington Water District Commissioner
Jeff Clark Covington Water District Commissioner

Lys Hornshy Covington Water District Commissioner
Judy Nelson Covington Water District General Manager
Tom Gould Economic & Engineering Services | Vice President
Bob Pancoast EKCRWA Executive Director
Mark Bauer Enumclaw, City of City Administrator
John Wise Enumclaw, City of Mayor
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Ken Howe Everett, City of Senior Engineer

Ed Cebron FCSG Vice President

Hugh D. Spitzer Foster, Pepper & Shefelman Attorney
Gordon Thomas Honeywell

Jim Waldo Malanca Consultant

Bob King HDR, Inc. Vice President

Mike Ruark Inslee, Best, Doezie & Ryder Attorney

Joe Forkner

Issaquah, City of

Councilmember

Sheldon Lynne

Issaquah, City of

Deputy Director

Ava Frisinger

Issaquah, City of

Mayor

Cynthia Sullivan

King County Council

Chair

Carolyn Edmonds

King County Council

Councilmember

David Irons King County Council Councilmember
David Monthie King County DNR Regional Water Policy Analyst
Rick Kirkby King County DNR Regional Water Resource Mgr

Sants Contreras

Kirkland, City of

Councilmember

Erin Leonhart

Kirkland, City of

O&M Administrative Manager

Denise D. Smith

League of Women Voters

President

El Jahncke

Mercer Island, City of

Councilmember

Dan Grausz

Mercer Island, City of

Councilmember

Debra Symmonds

Mercer Island, City of

Deputy City Manager

Michael Brent

Northshore Utility District

Env. Comp. & Cons. Coord.

Ron Dotzauer

Northwest Strategies

Chairman & CEO

Gretchen Aliabadi

Northwest Strategies

Account Manager

Tony Armonstrong Northwest Strategies President & COO
Booth Gardner Northwest Strategies

Jerry Lutz Perkins, Coie

Jan Shabro Pierce County Council Councilmember
Shawn Bunney Pierce County Council Legal Counsel
Ed Schild Puget Sound Energy Director

Larry Berdan

Puget Sound Energy

Manager - White River Projects

Sharon Dorning

Redmond, City of

Councilmember

Scott Thomasson

Redmond, City of

Utility Engineering Manager

John Olson RH2 Engineering, Inc.

Ben Carr RW Beck Consultant
Dave Jochim RW Beck Project Engineer
Russ Stepp RW Beck

Stanley Stone

Sammamish Plateau W&S District

Commissioner

Steve Stevlingson

Sammamish Plateau W&S District

Commissioner

Tom Harmon Sammamish Plateau W&S District | Commissioner
Sue Tucker Sammamish Plateau W&S District | Executive Assistant
Margaret Pageler Seattle City Council Chair

Manager for Regional
Steve Moddemeyer Seattle Public Utilities Relations

Chuck Clarke

Seattle Public Utilities

Managing Director
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Guillemette Regan

Seattle Public Utilities

Regional Water Policy
Manager

Chris Potter

Seattle Public Utilities

Barbara Skinner

Sumner, City of

Mayor

Bill Shoemaker

Sumner, City of

Public Works Director

John Kirner Tacoma Water

Jim Haggerton Tukwila, City of Councilmember
Pam Carter Tukwila, City of Councilmember
Steve Mullet Tukwila, City of Mayor

Pat Brodin Tukwila, City of Operations Manager
Roy Bingman Union Hill Water Association General Manager

Tom Fitzsimmons

Washington State DOE

Director

Stephen Herschey

Washington State DOE

Washington State Governor's

Sandi Peck Office Communications
Washington State Governor's

Chris Towne Office Consultant
Washington State Governor's

Curt Smitch Office Executive Policy Advisor
Washington State Governor's

Gary Locke Office Governor
Washington State Governor's

Luke Zebley Office Patrol
Washington State Governor's

Becky Holliday Office Patrol

Cathy Lowenberg

Washington State Governor's
Office

Public Liaison Officer

Roxanne Heller

Water District #119

Commissioner

Gwenn Maxfield

Woodinville Water District

Commissioner

Yvonne Ward

Yvonne Ward, LLC

Attorney
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Governor Gary Locke
Cascade Water Alliance Annual Meeting
Speaking Notes
2/13/02

INTRODUCTION AND THANK YOU’S

Thank you (Grant Degginger) for that kind introduction. I’m delighted to be here. (Recall that
last year’s event was pre-empted by the Nisqually earthquake)

| want to thank the Cascade Water Alliance for your leadership these past few years. Last year,
we asked you to work with state agencies to prepare a drought contingency plan — a good
neighbor policy to help communities and streams that might be adversely affected by the
drought. You did a great job.

We also asked you to emphasize the need for conservation of both water and energy. The
conservation message was especially important here given the large audience the Seattle news
media reaches. You helped us deliver our message even when it appeared likely you would meet
your water demands. | realize for some of you, this cost millions of dollars in lost revenue.
Thank you for your spirit of partnership and your actions.

| am here today to affirm my commitment to improving water laws because it is critical to the
economic and environmental future of our state.

Let me quickly review where we’ve been and where we’re headed, then | will ask Jim Waldo

and Tom Fitzsimmons of my water team to join me for more details about this year’s water
reform legislation.

WHERE WE'VE BEEN

My Administration is committed to meeting the water needs of a swelling population and a
growing economy statewide. We are committed to meeting the needs of people and fish, and we
are determined to advance these two principles together, over the coming years.

These were our principles last year, and they remain our principles this year, underlining every
water reform initiative and defining every outcome.

We are approaching this mission jointly with the legislature.
Together with leaders from the House and the Senate, our water team last year helped pass

Engrossed Substitute House Bill 1832, the first comprehensive changes in our water laws in
thirty years.
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This legislation helped us get through last year’s drought but more importantly, manage water
for the future. It was a meaningful and very significant first step.

This new law created two lines for water-right applications — one for new rights and one for
changing or transferring water rights — speeding up the long line of 7,000 requests.

It allows local water conservancy boards to process all types of water-right changes and transfers
and makes them more accountable to the public.

It creates a tax incentive for water utilities to conserve and reuse water.

It revises the Family Farm Act, allowing family farm water permits in urban growth areas, or
within city limits, to be converted to other uses — for homes, businesses and cities.

It established firm timelines to set in-stream flows — something vital to saving fish and providing
certainty about how much water is available for farms and growing communities.

And it encourages donations of water to improve stream flows and benefit fish through a trust
water rights program. Donors don’t risk losing their water right and their donations are tax
deductible.

Although it seems long ago, we also made significant inroads in responding to last year’s
drought.

The Department of Ecology committed nearly $3 million to offset losses in power generation
revenues... because water was instead made available to farmers...to provide money for
irrigation districts to purchase water...for stream-flow monitoring... and for water right leases to
keep water in streams for fish. Ecology has committed another $3 million for future water
purchases and other drought assistance (including funds for the city of Kent).

Since last year, the Department of Ecology has doubled the pace of action on water-right change
applications.

From 1995 to 2000, the Department of Ecology averaged only about 120 actions a year on water-
right change applications — not enough to keep up with new requests submitted each year let
alone reduce the backlog of 2000 water-right change requests.

During 2001, the agency processed 262 applications to change or transfer an existing water right.

This was primarily due to more flexibility and expanded funding authorized by the 2001
legislation, which didn’t take effect until halfway through the year.

WHERE WE'RE GOING

We’ve adopted the first round of water-reform legislation, and we’ve provided the funding and
people needed to put that legislation to work.

But, frankly, as tough as those decisions were, we all understand that we’re not done yet. The
hard part still awaits us!
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We’ve developed four, interdependent topics for this session. They include:

» Setting and eventually achieving instream flows for fish,

» Making sure growing communities have safe, reliable water supplies,

* Providing incentives to save water so farmers and others don’t face the current “use it or
lose it” consequences, and

* Identifying a funding program and investing in infrastructure to make water reform real —
this includes storage and drinking water systems.

We are managing our way through tough economic times, but we must take a major step to

provide for our long-term safety, our long-term security, and our long-term success. All of us
here today know a key part of that is water.

Lake Tapps and Puget Sound Regional Initiative

Before | ask Jim Waldo and Tom Fitzsimmons to join me in talking about details of legislation,
let me briefly touch on two more things.

I know many of you are very interested in the Lake Tapps project. Ecology issued a temporary
water right permit a year ago. Puget Sound Energy is expected to submit study results next
month, and Ecology plans to make a final decision the end of this year. .... | remain very
supportive of a win/win solution.

Finally, let me mention the Central Puget Sound Regional Initiative. The initiative has the
potential to be a model for sustainable water management strategies — to meet the needs of fish,

healthy watersheds, a growing population and a vibrant economy. This is a voluntary forum and
| appreciate your support and your continued involvement.

Invite water negotiators Jim Waldo and Tom Fitzsimmons to speak.
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Tom Fitzsimmons
Cascade Water Alliance Annual Meeting
Speaking Notes
2-13-02

Principles
1. we will meet the needs of our growing population and economy;
2. we will meet the needs of fish and healthy watersheds;
3. we will advance these first two principles together.

Problems That Must Be Addressed (Problems, interests, requirements)

* Public water systems must be able to plan and grow into their existing water rights with long-
term certainty.

» Public water systems need to be able to move their water rights, both previously used and
authorized but not yet used, to new locations to meet the needs of both growth and fish.

e Interties between cities, towns and utilities must be able to serve water both for the needs of
new growth and be available to meet the needs of fish.

» Rather than having separate approvals from different state agencies, there should be a single
state process that covers both water supply planning and the changes to water rights needed
to make the planning real. This process needs to ensure that existing water rights are
protected, and provide appropriate intergovernmental review, public participation and due
process for other right holders.

» Resource management responsibilities associated with these water rights must be clear -
including incentives and requirements for water conservation.

» The specific natural-resource obligations under these water rights for the protection of fish
must be fair, equitable clearly defined.

* Instream flow needs must be established for long term certainty and management of the
system

Page 11 of 19






TOPICS BEING CONSIDERED IN THE 2002 WATER BILL
Instream flows

1. Instream flows are base flows that are attainable in light of the natural hydrology,
sufficient to meet the needs of fish (priority to salmonids), and based on scientific
methods generally accepted by the scientific community and peer reviewed

2. Set flows by 2010 for the 16 critical basins, basins in 90.82 planning as of the effective
date of the act, and the Stillaguamish basin. Set flows elsewhere by 2010 as funding is
provided.

3. Where 90.82 is under way, Ecology sets flows through the process described in 90.82.
4. Where 90.82 is not under way, Ecology sets flows through negotiated rulemaking

Instream flow components established through other formal means (FERC, HCPs,
CIDMPs, Yakima enhancement program), that meet the requirements for instream flows,
and are recognized by the state shall be incorporated into state instream flow rules.

6. State intent of the legislature to develop and implement a program to make progress and
to achieve instream flow objectives. Given existing rights are senior to instream flow
rules, where streamflows do not meet instream flows, we need a variety of voluntary
means to achieve instream flow objectives (list per Sec 8 of Jan 16 draft).

Public water supplies

7. Allow perfected water to be used within the DOH authorized service area (No fish
condition on use of perfected water. Be silent on definition of “perfected” and on
“shelling” inchoate to replace perfected water).

8. Define municipal supply purpose based on water rights held by public entities (counties,
cities, incorporated towns (check 35 RCW), public utility districts, and public water and
sewer districts)

9. Allow interties to be used to serve instream flows, with no harm to the sending source
10. Allow changes to inchoate rights to meet public health and safety emergencies

11. Conservation planning and conservation performance based standards draft rules to be
delivered to the legislature for review during the 2003 session — use the WWUC version
where possible.

12. Require consideration of conservation and reuse in wastewater and water supply planning

Use it or lose it
13. Allow individual settlements of water rights relinquishment as to Ecology (not third
parties or the courts)

14. Remove perfection of a water right as a consideration during changes or during
individual relinquishment settlements

15. Limit Ecology review of relinquishment during changes to 15 years
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16.

17.

18.

19.
20.

For rights with an excuse for nonuse, quantify the right based on the last 15 years of
continuous use.

Provide for simple conversions of agriculture water rights to other agriculture purposes
(List ag purposes, but say “not limited to.” Use “calendar” days for Ecology review.)

Provide additional excuses from relinquishment: permanent weather changes,
foreclosure or bankruptcy, death in the immediate family, long-term crop patterns,
regulatory action that prevents use of a diversion, other established and valid rights for
instream values

Provide examples of due diligence to preserve a right for future determined development

Cure any relinquishment for smaller claimants in the Yakima adjudication during past
pendency of the case.

Water management system

21.

22,

23.

24,
25.

Authorize and expedite source to source changes for public health and environmental
benefits

Storage: exempt certain small uses from storage permits; process applications to store
water from existing water rights separately from applications for new water rights;
explicitly authorize combined appropriation, reservoir and secondary use permits;
authorize ASR permits subject to drinking water standards; replace “regulate” with “no
impairment”

Reuse: authorize industrial reuse water, clarify Ecology authority to issue certain
reclaimed water permits, reconvene the DOH advisory group

Compliance: define compliance approach for water rights, emphasize use of watermasters
Exempts: require use of public water supply where it is timely and reasonable, as defined
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Cascade Water
Alliance

KEY RESEARCH FINDINGS FROM WASHINGTON STATE, CENTRAL PUGET SOUND
REGION AND LAKE TAPPS AREA WATER ISSUES SURVEY
JANUARY 2002

Methodology

The Cascade Water Alliance was interested in finding out how people in Washington State, and
more particularly in the Central Puget Sound Region (King and Pierce Counties) and those in

close proximity to the Lake Tapps Reservoir feel about important water supply issues.

This summary of Key Research Findings is based on the results of a telephone survey conducted
among registered voters by the Evans/McDonough Company from December 16-20, 2001.
Statewide, five hundred nine (509) registered voters were asked a series of questions related to
water system infrastructure needs. Four hundred (400) interviews were completed in the Central
Puget Sound Region — King/Pierce Counties (KP), with an oversample of 100 interviews in the
Lake Tapps (LT) area. Respondents were selected at random from a list of registered voters and
interviewed by telephone by trained professional interviewers. The margin of error in the
Statewide survey is + 4.4 % points; in KP it is + 4.9 % points; and + 9.8 % points in LT. All
margins of error are at the 95% confidence interval.

Summary of Key Findings

Overall, voters in the State and the Central Puget Sound Region are aware of water issues and
recognize that addressing the needs of the State will cost a substantial amount. Voters do not

think that ensuring adequate water supply, storage and distribution systems can be postponed.

Statewide, voters feel that actions to ensure efficient, ample, safe, reliable and environmentally
responsible water supply and distribution cannot be postponed. When voters understand the
components and cost of a comprehensive plan to address the States water needs, support remains
high even though taxes and/or rates would have to increase to pay for the necessary

improvements.
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In the Central Puget Sound Region, the majority of voters in the survey think new drinking water
sources are needed and support using Lake Tapps as a new regional water supply.

Ensuring communities and agriculture have enough safe and reliable water is the most important
water related issue. As voters were given additional information about the proposed plan to use
Lake Tapps as a regional water supply, support for the plan increased.

However, support dropped just below a majority when voters were asked if they were willing to
pay higher rates to implement the plan.

Key Findings in Washington State

» Voters Statewide overwhelmingly (62%) feel that we cannot wait 10-20 years to determine
how to pay for needed repair and upgrade to water supply, storage and distribution systems.

» When asked if they would favor or oppose a tax increase amounting to $5/month/household
to ensure water needs for people, business and fish are met, 49% were in favor' and 43%
opposed?.

» Voters were then presented the components of a proposed plan that would help address the
water needs of the State and asked how important each element of the plan is on its own.

* 81% thought that upgrading treatment facilities and new programs that find ways to be
more efficient and conserve water (estimated to cost $350 million) is extremely or
somewhat important.

*  79% thought that upgrading farm irrigation systems to be more efficient (estimated to
cost $100 million) is extremely or somewhat important.

e 76% thought increasing security and reliability of water sources (estimated to cost $350
million) is extremely or somewhat important.

» 70% thought that developing new sources and ways to get water from the source to where
it’s needed (estimated to cost $100 million) is extremely or somewhat important

*  67% thought that funding alternative water sources to cut back on the amount of water
taken from rivers with fish (salmon and other species) habitat (estimated to cost $100
million) is extremely or somewhat important.

! The term "favor" is defined as the combination of voters who answered “strongly favor" and "somewhat favor".
% The term "oppose” is defined as the combination of voters who answered "strongly oppose" and “somewhat
oppose".
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> After describing a proposed plan that would cost an estimated $1 billion, a majority of voters
statewide (53%) favor raising taxes $5/month/household to fund this program. This is an
increase from 49% in favor before the components of a plan were described.

> If the cost of funding the program was reduced to $2.50/month/household, support increased
to 63%.

Key Findings in the Central Puget Sound Region and Lake Tapps Area

» Voters in the survey areas (KP and LT) feel that additional water sources will be needed in
the future. About half (45% KP; 44% LT) feel that there is not enough water to meet the
future (20 years) needs of the State, and another quarter (24% KP; 26% LT) feel that there is
just enough. The rest say there is more than enough (18% KP; 17% LT), or they don’t know
(13% KP; 11% LT).

> Voters were asked to rate a series of water-related items on a seven point scale, with one
being the least important and seven being the most important. All of the water issues tested
in this series scored a very high "mean rating®", indicating that all of these items were
important. "Ensuring our communities have enough drinking water" was the most important
water related item tested on this scale, with a mean rating of 6.61 in KP, and 6.51 in LT. The
other most highly rated items were: "Places to store and protect water safety” (6.14 KP; 6.30

LT); and "Having enough water for agricultural uses" (6.00 KP; 5.86 LT).

Other issues in this series of questions included:

* "Ways to deliver water where it is needed" (i.e., treatment and pipe systems) (5.68 KP;
5.75LT)

* "Adding recycled water sources" (5.64 KP; 5.57 LT)

» "Having enough water to protect salmon habitat” (5.45 KP; 5.61 LT)

» Almost two-thirds of voters (60% KP; 65% LT) in the survey area are unaware of the
watershed which is the source of their drinking water. The one-third (40% KP; 35% LT) that

say they know what watershed their water comes from tend to think that watershed is

® The "mean rating” is the point (on a scale 1 through 7) with an equal number of respondents both above and below
that point. For example, in a survey of 100 persons, a mean rating of 6.0 indicates that 50 of those surveyed rated
the issue less than 6 (out of 7) and 50 rated the issue more than 6. Generally, mean ratings of 4 or better (out of 7)
indicates an issue is overall very important to those surveyed.
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protected or undeveloped. Strong majorities in both areas (69% KP; 73% LT) say that their
watershed is protected, and that development is prohibited in the watershed area.

More than three-quarters of voters (75% KP; 85% LT) say they are familiar with or have
heard of Lake Tapps. The majority of those that are familiar with the lake say its primary use
is recreation (53% KP; 58% LT). However, one of every ten respondents think that Lake
Tapps is currently used as a source of drinking water for the surrounding communities (9%
KP; 12% LT), which is incorrect.

Voters were then presented with a proposed plan to use Lake Tapps as a water supply for the
Central Puget Sound Region, with progressively more information provided. After each

description, respondents were asked if they support or oppose the plan.

» First, respondents were told about Lake Tapps, its history and current uses. The proposal
to use Lake Tapps as a water source for the Central Puget Sound Region was introduced.
A majority of voters (62% KP; 55% LT) supported” the plan at this point.

* Next, respondents were told of the possibility of Lake Tapps drying up without the
hydro-electric plant and dam, and that the hydro-electric plant could continue operation if
Lake Tapps water was sold for use in the Central Puget Sound Region. Knowing that the
use of Lake Tapps water for Central Puget Sound will help preserve Lake Tapps
increased support for the plan (69% KP; 66% LT).

» Finally, respondents were informed that that the State would have to grant a new water
right, and that the respondent might have to pay more for their water to include this new
source. A majority of voters in both areas (63% KP; 57% LT) still supported the plan.

A series of arguments in favor of utilizing Lake Tapps as a regional water supply were then
presented to respondents, and they were asked to rate how persuasive each argument was.
All of the arguments were persuasive® to a strong majority of voters in both sample areas.
The most persuasive arguments were: "Using Lake Tapps as a water source will be less
costly than finding other sources™ (Persuasive: 78% KP; 73% LT); and "Using Lake Tapps

* The term "supported" is defined as the combination of voters who answered "strongly support" or "somewhat
support”. Other responses could be "strongly oppose", "somewhat oppose" or "undecided".

® The term "persuasive" is defined as the combination of voters who answered "very persuasive" or "somewhat
persuasive". Other responses could be "not very persuasive"”, "not at all persuasive", "no difference" or "don't
know".
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will give the Central Puget Sound Region added water security in the future™ (Persuasive:
78% KP; 71% LT). Other arguments in favor of using Lake Tapps as a regional water source
included:

"The Lake Tapps plan could provide a regional source to replace sources that may be
impacting salmon runs" (Persuasive: 72% KP; 68% LT).

"The plan would meet future growth needs" (Persuasive: 71% KP; 65% LT).

"The plan would assist in the continued operation of the hydro-electric facility"
(Persuasive: 73% KP; 60% LT).

"The plan would preserve Lake Tapps for recreational uses™” (Persuasive: 68% KP; 62%
LT).

After these arguments, overall support for the use of Lake Tapps as a water source for the
Central Puget Sound Region matched its highest levels in both areas (72% KP, 66% LT).

The cumulative effect of the positive arguments substantially lifted support for the plan.

Voters were then presented with a series of negative arguments or reasons not to support use
of Lake Tapps as a regional water source. None of the negative arguments tested was
thought to be persuasive by a majority of voters.

Almost half (48% KP; 48% LT) of the respondents said the land surrounding Lake Tapps is
being developed and the water would need to be treated before people could drink it — was a
persuasive argument against the plan. While this issue appears to be the most effective
argument against the plan, it should also be noted that the majority of voters (60% KP; 65%
LT) were unaware of their source watershed and whether or not it is protected source or
undeveloped.

Although no single negative argument received a majority of "persuasive” votes, support for
the plan dropped after the negative arguments were read to the respondents. (65% KP; 55%

LT). Support was still above a majority in both areas.

Support for the plan fell below a majority when voters were asked if they would pay
$5/month/household on their utility bill to add Lake Tapps as a new water source (42% KP;
48% LT).
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» Voter support remains about the same even if that voter would not receive their drinking
water directly from Lake Tapps if the plan to use Lake Tapps as a water source was
implemented (43% KP; 45% LT).

For additional information on the Water Issue Survey or other activities of the
Cascade Water Alliance contact Michael A. Gagliardo, General Manager
Phone: (425) 453-0930 — Fax: (425) 453-0953
Email: michael.gagliardo@cascadewater.org
or visit our website: www.cascadewater.org
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BOARD OF DIRECTORS

MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance JANUARY 9, 2002

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 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 Gwen Maxfield, and
unanimously approved.

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

Motion to approve the Minutes from the regular Meeting held on December 12, 2001 was made
by Grant Degginger, seconded by Sants Contreras and unanimously approved.

C. Approval of Treasurer’s Report
Approval of the Revised Treasurer's Report for the month ending December 31, 2001 was
postponed until the Annual Meeting in February 2002.

ACTION ITEMS
There were no Action Items for this meeting.
STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Water Supply Contract Negotiations with Seattle

A schedule has been established, aimed at completing the Cascade/Seattle contract in February
2002. The issue of introducing new sources to the Seattle Transmission System remains a major
outstanding item. Two possible approaches to addressing this issue were discussed at the
December Board Meeting. Information comparing the costs of developing a Cascade
Transmission System with the cost of using the Seattle system to wheel Cascade water was
presented during the Executive Session. The Negotiating Team requested guidance from the
Executive Committee as to the strategy for addressing this issue in order to complete contract
negotiations.
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Lake Tapps Project

The draft Preliminary Permit Report and Technical Memorandums have been submitted to the

Department of Ecology (DOE). In a recent meeting with DOE regarding the Report, questions
arose but no serious concerns or "red flags" were raised. The General Manager will meet once
again with Hart Crowser and DOE to answer questions prior to the Preliminary Permit deadline
in March 2002. A summary report will be available by January 18.

Polling by Northwest Strategies (conducted by Evans & McDonough) was completed in
December 2001. Registered voters were randomly selected in King and Pierce Counties as well
as the Lake Tapps area to participate in a survey regarding important water supply issues. A
memorandum of key findings of the survey was distributed. The results indicate that a majority
of those surveyed feel that additional water sources will be needed in the future, and high
support was evident for using Lake Tapps as a source of drinking water for the Puget Sound
region. Details of the survey results will be presented at the Annual Meeting in February 2002.

A calendar of key dates relating to the Lake Tapps Project was distributed and reviewed by the
General Manager. The April Board Meeting was noted as a critical date to discuss the
Cascade/Puget Sound Energy (PSE) long-term transaction in anticipation of the FERC license
expiration date of July 2003. The General Manager reminded the Board that Cascade is
responsible for the second installment of the Consideration payment due PSE under the
Memorandum of Understanding in July 2002.

. Membership Committee
Associate Membership

The General Manager and the Committee Chair are scheduled to meet with the Pierce County
Cities and Towns Association on January 10 to discuss the Lake Tapps Project and Associate
Membership opportunities.

The General Manager reviewed the draft Associate Membership Resolution and Agreement that
was distributed with the January Board package. He commented that there is much interest in
Associate Memberships and noted the draft Agreement is being provided to several interested
utilities for review and comment.

A discussion ensued regarding Associate Membership dues. The General Manager described a
dues structure under consideration and noted that a minimum dues amount should be
established.

A final Associate Membership Agreement will be provided at the March Board Meeting for
Board consideration.

. Finance Committee

Invoices for 2002 Administrative Dues, Lake Tapps Demand Shares and 4™ Quarter 2001
Growth Assessments have been sent to all Member utilities.
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SIGNIFICANT CORRESPONDENCE

The General Manager called attention to a letter from Sammamish Plateau Water and Sewer District
that was distributed with the January Board package, regarding the North Pipeline Alignment
Project. The General Manager noted that this information was discussed with members of Seattle
Public Utilities as an integral part of the regional transmission system.

GENERAL MANAGER'S REPORT

The General Manager announced that Governor Locke has accepted our invitation to participate as
the featured guest speaker at Cascade's Annual Meeting in February 2002. Invitations have been
mailed and several RSVP's have been received already.

According to the Bylaws, the Board is to appoint Officers to serve two-year terms at the Annual
Meeting in even-numbered years. The Board has also used this opportunity to appoint Standing
Committee Chairs. The General Manager once again invited Board Members to volunteer for any
position they may be interested in. Appointments will be announced at the Annual Meeting in
February 2002.

Jim Haggerton noted that the Association of Washington Cities was meeting on January 30 in
Olympia.

NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION

The regular session was recessed at 4:55 PM. The Chair announced that the Board would hold an
Executive Session expected to last approximately 45 minutes, during which the Board will discuss
transmission options and cost comparisons that could impact the rate structure being negotiated with
Seattle. The Executive Session commenced at 4:57 PM.

A handout on Cascade Supply and Transmission Options Comparison was distributed and
summarized by the General Manager. Discussions ensued with the focus on cost comparisons and
the feasibility of three options. Direction was given to the Negotiating Team for presenting this
issue during water supply negotiations with Seattle.

ADJOURN

The Executive Session adjourned at 5:45 PM. The Chair re-opened the regular session and
adjourned.

Board Members signed approved minutes.

NEXT MEETING DATE
February 13, 2002 — ANNUAL MEETING — MEYDENBAUER CENTER

11:00 AM - Registration and Discussions
12:00 PM - Luncheon
1:00 PM - Board Meeting
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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

Lys Hornsby, Covington Water District

Dan Grausz, 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:
Pat Brodin
Giorgi Kaviladze
Erin Leonhart
Ron Little
Sheldon Lynne
Mike Ruark

Deb Symmonds
Stu Turner

Lloyd Warren

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 12, 2002

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 4:06 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 the Woodinville Water
District were present, constituting a quorum.

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 May 8, 2002

Motion to approve the Minutes from the regular Meeting held on May 8, 2002 was made by
Joe Forkner, seconded by Jim Haggerton and unanimously approved.

C. Approval of Treasurer’s Report

Approval of the Treasurer's Report for the month ending May 31, 2002 was made by Joe
Forkner, seconded by Stanley Stone 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

Seattle has indicated that there is a large risk in providing the Cascade Block, without a
provision to automatically reduce the Block if the Firm Yield of the Seattle Supply System is
reduced. They proposed a “premium” of at least 50%. No premium would be applicable if
Cascade assumed the risk of de-rating or if the Block was guaranteed for no more than 20
years. The Cascade Negotiating Team has indicated that the proposal for paying a premium
or a shorter term Bock is unacceptable.

At the most recent session, Seattle presented a “Draft Proposal for a Block Contract”. The
Cascade Team is in the process of developing responses. The Board directed that the
responses be reviewed with the Resource Planning Committee before responding to Seattle.

Grant Degginger and Lloyd Warren met with Deputy Mayor Tim Ceis and SPU Director
Chuck Clarke to discuss the schedule for completion of the Block contract. Seattle
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committed to completing the Block contract by October 1, 2002 with a target execution date
prior to the end of 2002.

Lake Tapps Project

Several meetings have taken place with the Department of Ecology (DOE) regarding the
Preliminary Permit response and identifying additional information DOE might require in
preparing the draft Report of Examination (scheduled to be issued in August 2002). Cascade
and Puget recently received confirmation that all requirements regarding the Preliminary
Permit have been met. A meeting is scheduled for June 14 with DOE and the Muckleshoot
and Puyallup Tribes to review the preliminary permit submittals and answer any questions
they may have.

Joint Meeting with Finance Committee
See Water Supply Contract Negotiations with Seattle.

The Resource Planning and Finance Committees met on May 28, 2002. The Committees
received and discussed projections of Cascade rates based on the input of the Board from the
May Meeting. These results were discussed with the Board.

John Kirner, Deputy Director, Tacoma Water updated the Board on the status of the Tacoma
Second Supply Project. Seattle and the other Partners (Tacoma, Kent, Covington and
Lakehaven) have been discussing certain changes to the contract as requested by Seattle.
Tacoma has written to Seattle Public Utilities requesting a definitive answer by June 14 as to
whether or not Seattle will sign the Agreement (see significant correspondence). Work on
the North Branch has been halted until Seattle’s participation is clarified.

A memorandum from the General Manager was distributed, outlining Major Decision Points
facing Cascade in the near future. Issues related to the Seattle Block Contract, the North
Branch TSSP and the Lake Tapps Project were discussed.

. Membership Committee

No specific report was presented.
. Finance Committee
See Resource Planning Committee for information on Joint Committee Meetings.

A revised Treasurer’s Report was distributed to the Board that included an invoice from
Puget Sound Energy in the amount of $290,390.55. No invoices had been received from
Puget since January.

A proposed amendment for the 2002 Administrative Budget and a preliminary draft 2003
budget was distributed for review by the Board. The 2002 Budget was increased by
$334,460 to $1,332,210 primarily due to increases in the cost of responding to the
Preliminary Permit. A report and final proposal will be available at the July Board Meeting.

SIGNIFICANT CORRESPONDENCE

A letter from Marc Crisson (Tacoma Utilities) to Chuck Clarke (Director, SPU) dated May 31,
2002 regarding TSSP participation was distributed with the June Board package.

GENERAL MANAGER'S REPORT

The General Manager noted that a number of news articles and editorials have been distributed
by e-mail to Board Members over the past few weeks. A package of all recent press clippings
was available for any Board Members who may not have received all emails.

Page 2 of 4





NEW BUSINESS

The Chair recognized and welcomed Mary-Alyce Burleigh as the new Alternate Board Member
for the City of Kirkland.

EXECUTIVE SESSION

At 4:40 PM the Chair announced an Executive Session of approximately one hour’s duration to
discuss financial analysis of supply projects which include acquisition of the lake Tapps water
right from Puget. The Executive Session adjourned and the regular meeting reconvened at 6:00
PM.

ADJOURN
The Meeting was adjourned at 6:00 PM.
Board Members signed approved minutes, vouchers and resolutions.

NEXT REGULAR MEETING DATE
July 17, 2002 — Mercer Island Community Center — Room A-9

3:30 PM — Roundtable discussions and refreshments
4:00 PM - Meeting called to order
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ATTENDANCE

Board Members Present:

Jon Ault, Bryn-Mawr-Lakeridge W&S District

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Lys Hornsby, Covington Water District

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

El Jahncke, City of Mercer Island

Jim Haggerton, City of Tukwila

Maureen Jewitt, 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:
Pat Brodin
Nancy Davidson
Tom Harmon
John Kirner

Erin Leonhart
Ron Little
Sheldon Lynne
Souheil Nasr
Judy Nelson
Gene Peterson
Cheryl Scheuerman
Terry Spragg
Deb Symmonds
Ed Tenney

Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance DeEceEMBER 11, 2002

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 4:00 PM. Board Members or Alternate
Board Members from the City of Bellevue, 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, Skyway Water & Sewer District and the City of Tukwila were present,
constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Joe Forkner, seconded by Rosemarie lves and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on November 13, 2002

Motion to approve the Minutes from the regular Meeting held on November 9, 2002 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

C. Approval of Treasurer’s Report

Approval of the Treasurer's Report for the month ending November 30, 2002 was made by
Joe Forkner, seconded by Jim Haggerton and unanimously approved.

ACTION ITEMS

A. Cascade received consulting services related to financial, organizational and institutional
issues from Financial Consulting Services Group, Inc. (FCSG) during 2002. Section 201 of
the contract provides that the contract may be extended for up to three one-year terms. The
service provided by FCSG has been excellent.

Action: Upon motion by Joe Forkner, seconded by Mary-Alyce Burleigh, the Board
unanimously authorized the Officers and General Manager to execute a Cascade consultant
contract with FCSG for the period January 1, 2003 through December 31, 2003 with a
maximum compensation amount of $140,000.

B. Cascade received accounting, audit and tax return preparation services from Benson &
McLaughlin during 2002. Section 201 of the contract provides that the contract may be
extended for up to two one-year terms. The service provided by Benson & McLaughlin has
been excellent.

Action: Upon motion by Joe Forkner, seconded by Jim Haggerton, the Board unanimously
authorized the Officers and General Manager to execute a Cascade consultant contract with
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Benson & McLaughlin, for the period January 1, 2003 through December 31, 2003 with a
maximum compensation amount of $17,500.

C. Cascade received legal services from Inslee, Best, Doezie & Ryder during 2002. The service
provided by Inslee Best has been excellent.

Action: Upon motion by Joe Forkner, seconded by Mary-Alyce Burleigh, the Board
unanimously agreed to continue to retain Inslee, Best, Doezie & Ryder as legal counsel under
the terms of the May 19, 1999 Conditions of Service Agreement.

D. Cascade and Puget Sound Energy, Inc. (Puget) executed a Memorandum of Understanding in
August 2001. The MOU provides that Cascade and Puget will exclusively cooperate in
obtaining a water right for the Lake Tapps Reservoir, share the costs of obtaining the water
right and negotiate the acquisition, by Cascade, of that water right. The term of the MOU
expires on December 31, 2002.

Action: Upon motion by Joe Forkner, seconded by Jim Haggerton, the Board unanimously
authorized the Officers and General Manager to execute an extension of the Memorandum of
Understanding with Puget for the period January 1, 2003 through April 30, 2003.

E. Northwest Strategies, Inc. has been part of the Lake Tapps consultant team, providing
Cascade and Puget Sound Energy, Inc. (through the provisions of the Cascade/PSE
Memorandum of Understanding) with services related to public relations, media outreach and
governmental and Tribal relations. The service has been excellent.

Action: Upon motion by Rosemary Ives, seconded by Steve Stevlingson, the Board
unanimously authorized the Officers and General Manager to execute an extension of the
service agreement with Northwest Strategies, Inc. for the period January 1, 2003 through
June 30, 2003.

DISCUSSION

United States Senator Maria Cantwell, accompanied by State Director Kurt Beckett, were
welcomed to the Meeting by Chair Grant Degginger and introduced to the Board.

Mr. Degginger outlined for the Senator Cascade’s outlook for the future and the plans for
developing new regional water supplies. He noted that water systems in the region were rapidly
approaching capacity and Cascade’s view that it is time to look out 50 — 75 years and develop the
next generation of water supplies. Board Members provided Senator Cantwell with the status of
water supply in their respective communities and discussed how Cascade’s activities will enable
them to meet the growing demands of people and fish.

Senator Cantwell expressed great interest in the activities of Cascade. She noted the importance
of reliable and adequate water infrastructure to the economic vitality and quality of life in the
Central Puget Sound Region and across the State. Water management is not just a State issue.
The Senate Energy and Natural Resources Committee, on which she serves, is expected to
consider Federal legislation for water management in the western States. In Washington State,
there is a challenge to be met in providing adequate infrastructure in a number of areas, including
water, power and transportation.

Grant Degginger offered to keep the Senator and her staff informed on Cascade activities and
invited the Senator to participate in Cascade’s Annual Meeting in February.

STANDING COMMITTEE REPORTS

A. Resource Planning Committee
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Cascade Plan for Regional Water Supply

The draft Cascade Plan for Regional Water Supply (Draft Resolution No. 2003-__ ) was
included with the December Board package. The Cascade Plan was developed as the initial
documentation of Cascade’s proposed program for the development, acquisition,
maintenance and improvement of its water supply and transmission system to serve the
current and future needs of its Members. Once Cascade has acquired a supply of water by
contract, it will prepare an update to this plan in accordance with the Department of Health
regulations for water comprehensive plans.

Member utilities have also been provided with draft material for incorporation of the Cascade
Plan into their individual water comprehensive plans. The SEPA Checklist for the Plan is
being developed and a Threshold Determination will be made. Once the review and
comment period is completed, the Board may consider adoption of the Cascade Plan. This is
scheduled for the January 2003 Board Meeting.

Water Supply Contract Negotiations with Seattle

The 25-year Block contract proposal provided by Seattle has been reviewed. Seattle
indicated that it was not willing to make substantive changes to the proposed contract. In
response (dated December 10, 2002), Cascade has indicated that the 25-year Block contract
is acceptable and provided a list of minor changes, clarifications and technical corrections.
Cascade did not consider or review the two 50-year options or the individual utility
wholesale contracts. Cascade anticipates finalizing the contract within 60 days.

Lake Tapps Project

Cascade and Puget continue to work with the Department of Ecology on the Report of
Examination. The Lake Tapps Task Force has provided the National Marine Fisheries
Service (NMFS) with detailed comments and recommended revisions to the preliminary draft
Biological Opinion. Review by NMFS is expected to be complete in early 2003.

Tacoma Purchase Negotiations

Cascade and Tacoma have met and are evaluating and comparing supply and demand
scenarios for the next 25 to 30 years with the intent of developing an agreement in principle
for purchase of water to be considered by the Cascade Board, the Tacoma Utility
Commission and City Council as well as the Tacoma Second Supply Project Partners in
January 2003. The agreement would establish the outline for a water purchase agreement
including amount delivery pattern, term and pricing concepts.

Regional Pipeline Projects

A solicitation is being prepared for consultant assistance in route selection, pre-design and
environmental assessment of the Tacoma/Eastside Regional Pipeline. Consultant selection is
scheduled for early 2003.

. Membership Committee

No specific report was presented.
. Finance Committee

No specific report was presented.
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SIGNIFICANT CORRESPONDENCE

Refer to the Planning Committee’s report on the status of the Water Supply Contract with
Seattle.

GENERAL MANAGER'S REPORT

A. A memorandum responding to the Board’s request for an analysis of the need for Public
Officials Liability Insurance was distributed. The Board instructed the General Manager to
obtain Public Officials Liability Insurance similar to the insurance previously held.

B. The hearing on the suit filed by the Muckleshoot Tribe of Indians was held in King County
Superior Court on November 19 and December 9, 2002. A final ruling is not yet available,
however, Judge Middaugh ruled that the claim exemption for the majority of the documents
was appropriate. A list of exempted documents for which additional justification is
necessary or to be provided for inspection will be part of the final ruling.

The Tribe has also requested the ability to inspect additional documents. A response is being
prepared.

NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION
There was no Executive Session held for this meeting.

ADJOURN
The Meeting was adjourned at 6:00 PM.
Board Members signed approved minutes, vouchers and Resolutions.

NEXT MEETING DATE

Scheduled for January 8, 2003 — Mercer Island Community Center — Room A-9, however the
Board indicated a preference to postpone the meeting to later in January due to the holidays. If
changed, the date and location will be announced.

3:30 PM — Discussion
4:00 PM — Meeting begins

ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Rosemarie lves, City of Redmond

Steve Stevlingson, Sammamish Plateau W&S District
Jon Ault, Skyway W&S District

Albert Blanchard, Skyway W&S District

Jim Haggerton, City of Tukwila
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Staff Present:
Michael Gagliardo, General Manager

Others Present:
Kurt Beckett
Alison Bennett
Pat Brodin
Maria Cantwell
Ed Cebron

John Ewald

Erin Leonhart
Ron Little
Sheldon Lynne
Judy Nelson
Gene Peterson
Richard Reich
Mike Ruark
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance NoVvEMBER 13, 2002

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 4:05 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Mercer Island, the City of Redmond, Sammamish Plateau Water & Sewer District, Skyway
Water & Sewer District and the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

The Chair recommended revising the Agenda to discuss Standing Committee Reports prior to
Action Items in order to allow for Executive Sessions to take place.

Motion to approve the Agenda was made by Rosemarie Ives, seconded by EIl Jahncke and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on October 9, 2002

Motion to approve the Minutes from the regular Meeting held on October 9, 2002 was made
by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

C. Approval of Treasurer’s Report

Approval of the Treasurer's Report for the month ending October 31, 2002 was made by Joe
Forkner, seconded by Jim Haggerton and unanimously approved.

ACTION ITEMS

A. Resolution No. 2002-03 — For the Purpose of Adopting an Amended and Restated Interlocal
Contract

The proposed Amended and Restated Interlocal Contract was included with the Board
package. This Interlocal includes additional revisions that were incorporated following the
discussion at the October Board Meeting and the workshop held on October 23.

One additional substantive amendment has been proposed. A memorandum was included
with the Board package discussing this issue in detail.

El Jahncke explained his concern that penalties (either financial or imposition of use
restrictions) could be assessed on all Members if the primary cause of the problem was
excess growth in just one or a few Members. Rosemarie Ives stressed that Cascade is a
partnership. All Members agreed that the basic partnership principle of the Interlocal
Contract (one rate to all; share shortages) should be continued. Joe Forkner noted that
Members have obligations to provide for planned development (which may or may not be
directly controlled by the utility) and that the RCFC was designed to make growth pay for
growth.
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The Board discussed how Cascade rates and charges and planning processes addressed
growth. Alterations to the proposal in the memorandum were discussed with an emphasis on
preserving elements of the Purveyor contracts through 2012 (similar to the New Water
Surcharge). Circumstances that could trigger penalties or shortages and the impacts on
Members were discussed.

A motion was made by El Jahncke and seconded by Joe Forkner that the Interlocal Contract
presented to the Board be amended to include the following language in Section 7.3.1:

The Board shall establish a Base Level of Demand for each Member at the
point in time when water available from the Supply System is projected to be
equal to or exceed demand. Each Member’s Base Level of Demand shall
reflect the Member’s proportionate use of water available from the supply
System and the Member’s CERUs. In the event a Member’s demand is in
excess of its Base Level of Demand due to new connections, the Board shall
allocate any penalty costs incurred under the initial water supply contract
with Seattle for purchase of water necessary to meet demands above the Base
Level of Demand. In addition, the Board may assign disproportionate
reduction in supply or impose moratoria on new water connections to those
Members experiencing such growth and development.

Following return from Executive Session, El Jahncke withdrew his motion. Motion to
amend the Interlocal Contract to include the following additional language in the first
sentence of Section 7.6 was made by Joe Forkner, seconded by Stanley Stone and
unanimously approved:

“... plus recovery of any penalties imposed by the City of Seattle as a result
of exceeding the Cascade Block as defined in a wholesale contract entered
into by Cascade with Seattle . . .”

Motion to approve Resolution No. 2002-03 was made by Joe Forkner, seconded by
Stanley Stone and unanimously approved.
. Resolution No. 2002-04 — For the Purpose of Adopting Amended and Restated ByLaws

The proposed Amended and Restated ByLaws were included with the November Board
package.

Motion to adopt Resolution N0.2002-04 was made by Joe Forkner, seconded by Mary-Alyce
Burleigh and unanimously approved.

. Resolution No. 2002-05 - For the Purpose of Establishing the RCFC, Adopting the RCFC
Methodology and Providing for an Effective Date and Establishing Capital Accounts

The RCFC provides funding for growth related capital projects of Cascade. The RCFC
Methodology provides the mechanism to calculate the RCFC amount, in accordance with the
policy stated in the Interlocal Contract. The RCFC Methodology has been revised to be
consistent with the Amended and Restated Interlocal Contract.

It is proposed that the RCFC be collected for all new connections to Members’ distribution
systems beginning February 1, 2003.

Motion to adopt Resolution No. 2002-05 was made by Joe Forkner, seconded by Albert
Blanchard and unanimously approved.

. Resolution No. 2002-06 — For the Purpose of Adopting a Budget and Administrative Dues
for 2003
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The proposed Budget for 2003 has been revised to reflect the postponement of the effective
date of the RCFC. The estimated reduction in RCFC revenue is $190,000. The Budget
included $820,000 for Debt Service and financing expenses associated with the acquisition of
the Bellevue/lssaquah pipeline (debt service payments for 12 months). Debt service for 9
months (financing in April 2003) would be $616,000 (a reduction of $204,000), which more
than offsets the reduction in expected RCFC revenue. Administrative Dues remain as
previously proposed.

Motion to adoption Resolution No. 2002-06 was made by Jim Haggerton, seconded by
Albert Blanchard and unanimously approved.

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

A letter from Chuck Clarke, Director, Seattle Public Utilities to Cascade in response to
Cascade’s September 10 letter and Block Contract Draft No. 15 was included with the
November Board package, along with summary pages from Seattle’s proposals for three
contract options: 25 year Block; 50 year Block; and 50 year Block declining after 25 years.
Seattle also sent a copy of the proposals and the WSA contract to each Member.

The Cascade Negotiating Team met on November 12 to review the proposals, and requested
an Executive Session be held to discuss the proposals during the November Board Meeting.

Stanley Stone noted that the proposed Seattle Block contract does not include water for non-
purveyors. The Board discussed how Cascade plans to provide water that will enable
Sammamish Plateau to lift the current moratorium (through Management of the Block in the
short term and with Tacoma Water in the intermediate term). Joe Forkner indicated that
Issaquah is willing to work with Sammamish Plateau Water & Sewer District and Cascade to
determine a way to meet the Plateau’s immediate need.

Lake Tapps Project

The Lake Tapps Task Force Biology Committee is coordinating review of the preliminary
draft National Marine Fisheries Service’s Biological Opinion. They anticipate submitting
comments by November 21.

Cascade and Puget continue to work with the Department of Ecology to develop the Report
of Examination for the Lake Tapps water right.

Tacoma Purchase Negotiations

Cascade continues to work with the Tacoma Second Supply Project partners to develop an
Agreement in Principle for the purchase of water and continuation of the development of the
Tacoma/Eastside Regional Pipeline.

Bellevue/lssaguah Pipeline

Cascade is developing a conceptual framework for the acquisition of the Bellevue/lssaquah
pipeline and for providing interim water supply to Sammamish Plateau Water & Sewer
District. The concepts will be discussed with the City of Bellevue, the City of Issaquah and
Sammamish Plateau Water & Sewer District, and then brought to the Resource Planning
Committee before being presented to the Board.
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B. Membership Committee
No specific report was presented.
C. Finance Committee

The Audited Financial Statements for Cascade as of December 31, 2001 and reportable
conditions letter prepared by Benson & McLaughlin was distributed to the Board. Extra
copies were available for interested attendees. Benson & McLaughlin noted “an absence of
adequate segregation of duties with appropriate control objectives in cash receipts”.
Rosemarie lves suggested providing adequate segregation of duties when it becomes
possible.

SIGNIFICANT CORRESPONDENCE
See Water Supply Contract Negotiations with Seattle and Finance Committee Report.
GENERAL MANAGER'S REPORT

The General Manager announced that Cascade’s 2003 Annual Meeting would be held February
28, 2003 at Bellevue’s Meydenbauer Center. He requested recommendations of whom to invite
as the speaker for the event.

The General Manager also requested volunteers for the position of Membership Chair. He noted
that due to Kirkland’s change in Board representation, Sants Contreras did not wish to continue
his position as Chair.

As reported at the August Board Meeting, Cascade’s Public Official’s Liability Insurance carrier
has withdrawn as a provider. A quote for replacement insurance was received from U.S. Risk
Underwriters. The coverage is similar to the prior policy ($1 million) at an annual premium of
$3,307, as compared to our previous annual premium of $2,204. A discussion ensued regarding
whether liability coverage is necessary for Board Members, as public officials are insured
through their City/District. Motion to obtain Public Officials Liability Insurance was made by
Joe Forkner, seconded by Mary-Alyce Burleigh. The motion failed by a vote of three in favor
(Joe Forkner, Mary-Alyce Burleigh and Stanley Stone) and five against (Grant Degginger,
Rosemarie Ives, Jim Haggerton, El Jahncke and Albert Blanchard). The Chair directed the
General Manager to obtain a memorandum from counsel advising on the need for such insurance
coverage.

The Muckleshoot Indian Tribe has filed a lawsuit to require Cascade to release documents
claimed exempt following the Tribe’s document request in June. The hearing has been set for
November 19 in King County Superior Court. Details of the lawsuit will be discussed during the
Executive Session.

Cascade is looking into changing medical insurance providers. The premium for our current
Premera Health Plus plan will be increasing by nearly 45% beginning in December. Other plans
offering comparable coverage are available at rates approximately 5% to 15% higher than our
current rate.

NEW BUSINESS

There was no new business for this meeting.
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EXECUTIVE SESSION

At 5:30 PM the Chair announced an Executive Session of approximately 15 minutes duration to
discuss the recently proposal amendment to the Interlocal Contract. The Executive Session
adjourned and the regular meeting reconvened at 5:45 PM.

At 6:00 PM the Chair announced a second Executive Session of approximately 30 minutes
duration to discuss the Seattle Block contract proposal and Muckleshoot Indian Tribe lawsuit.
The Executive Session adjourned and the regular meeting reconvened at 6:30 PM.

ADJOURN
The Meeting was adjourned at 6:30 PM.
Board Members signed approved minutes, vouchers and Resolutions.

NEXT REGULAR MEETING DATE
December 11, 2002 — Bellefield Conference Center — Training Room

3:30 PM - Roundtable discussions and refreshments
4:00 PM - Meeting called to order

ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

El Jahncke, City of Mercer Island

Rosemarie lves, City of Redmond

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

Albert Blanchard, Skyway W&S District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager
Pam Higbee, Executive Assistant
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Others Present:
Alison Bennett
Pat Brodin

Ed Cebron

John Ewald

Erin Leonhart
Londi Lindell
Ron Little
Sheldon Lynne
Judy Nelson
Gene Peterson
Richard Reich
Mike Ruark
Joanne Sylvis
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance OcCTOBER 9, 2002

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 4:05 PM. Board Members or Alternate
Board Members from the City of Bellevue, 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, Skyway Water & Sewer District and the City of Tukwila were present,
constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Joe Forkner, seconded by Mary-Alyce Burleigh
and unanimously approved.

B. Approval of Minutes from the regular Meeting held on September 18, 2002

Motion to approve the Minutes from the regular Meeting held on September 18, 2002 was
made by Joe Forkner, seconded by Jim Haggerton and unanimously approved.

C. Approval of Treasurer’s Report
Approval of the Treasurer's Report for the month ending September 30, 2002 was made by
Joe Forkner, seconded by Mary-Alyce Burleigh 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 October 1, 2002 letter from Chuck Clarke, Director of Seattle Public Utilities in response
to Cascade’s September 10, 2002 letter and Block Contract Draft No. 15 was included with
the October Board package. Chuck Clarke indicated that a detailed response to Cascade’s
contract draft will be available the end of October.

The General Manager requested a meeting with Chuck Clarke to discuss the contract draft
prior to completion of Seattle’s re-drafting. Questions of risks were noted as an outstanding
issue for Seattle. A discussion ensued regarding Seattle’s risk issues. A risk analysis has
been requested during negotiation sessions, although none was received.
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Lake Tapps Project

Cascade and Puget continue to work with the Department of Ecology on the Report of
Examination and with the National Marine Fisheries Service (NMFS) on the consultation of
the FERC license.

Cascade received the draft Biological Opinion from NMFS yesterday. It was also provided
to the Lake Tapps Task Force as part of the collaborative review process.

Tacoma Purchase Negotiations

The General Manager met with the Tacoma Second Supply Project partners on October 1
regarding continuation of work on the Tacoma/Eastside Regional Pipeline (formerly the
North Branch pipeline) and purchase of water. A meeting is also scheduled for October 22 to
discuss demand projections, supply availability and Cascade needs.

A draft Agreement in Principle will be available for Board review at the November Meeting.
Membership Committee

The Membership Committee met jointly with the Finance Committee on September 30 to
review proposed amendments to the Interlocal Contract and ByLaws. A memorandum
describing the substantive changes proposed to the Interlocal, a draft of the Amended and
Restated Interlocal and an amended RCFC Methodology were included with the October
Board package. The Bylaws have been revised to conform to the amended Interlocal and
were distributed at the Meeting.

The changes proposed to the Interlocal Contract and Bylaws were reviewed. Discussions
ensued and clarifications were suggested. RCFC Methodologies, New Water Surcharge,
Member growth and supply capacity were discussed.

A workshop is scheduled for October 23 to discuss the recommended amendments. All
Board Members, Alternate Board Members, Staff, other Council Members or Commissioners
of Cascade Members were invited to attend. The recommended Amended and Restated
Interlocal Contract will be available at the November Meeting for Board consideration.

Finance Committee
See Membership Committee for information on joint Committee meetings.

SIGNIFICANT CORRESPONDENCE
The following correspondence was included with the October Board package:

Cascade’s September 27 letter to Woodinville Water District following notice of their
withdrawal from Cascade Membership

October 1 letter from Chuck Clarke, Director, Seattle Public Utilities to Cascade in response
to Cascade’s September 10 letter and Block Contract Draft No. 15

October 1 letter from Ken Merry, Superintendent, Tacoma Water regarding working with
Cascade to develop arrangements for potential water sales and infrastructure development.
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GENERAL MANAGER'S REPORT

As mentioned at the September Board Meeting, the General Manager reported that two proposals
have been submitted in response to “Early Action Projects” as requested as part of the
Governor’s Central Puget Sound Initiative. A copy of the submittals was included with the
October Board package.

The General Manager announced that a schedule of meetings through the end of 2002 was
available for attendees.

NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The Meeting was adjourned at 4:47 PM.
Board Members signed approved minutes and vouchers.

NEXT REGULAR MEETING DATE
November 13, 2002 — Bellefield Conference Center — Training Room

3:30 PM - Roundtable discussions and refreshments
4:00 PM - Meeting called to order
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Lys Hornsby, Covington Water District

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Dan Grausz, City of Mercer Island

Rosemarie lves, City of Redmond

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

Jim Haggerton, City of Tukwila

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

Others Present:
Pat Brodin
Nancy Davidson
John Ewald

Erin Leonhart
Ron Little
Sheldon Lynne
Gene Peterson
Mike Ruark
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance SEPTEMBER 18, 2002

ROLL CALL

Albert Blanchard, Secretary/Treasurer called the Meeting to Order at 4:05 PM. Board Members
or Alternate Board Members from the City of Bellevue, the City of Issaquah, the City of
Kirkland, the City of Mercer Island, the City of Redmond, Sammamish Plateau Water & Sewer
District and Skyway Water & Sewer District were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Don Davidson, seconded by Joe Forkner and
unanimously approved.

B. Approval of Minutes from the regular Meeting held on August 14, 2002

Motion to approve the Minutes from the regular Meeting held on August 14, 2002 was made
by Mary-Alyce Burleigh, seconded by Dan Grausz and unanimously approved.

C. Approval of Treasurer’s Report
Approval of the Treasurer's Report for the month ending August 31, 2002 was made by Joe
Forkner, seconded by Stanley Stone and unanimously approved.

ACTION ITEMS

A Revised Draft Action Plan 2002/2003 was distributed at the Meeting. The Action Plan
contains the outline of specific actions designed to establish the Cascade Water System.
Initially, the Board will be asked to consider:

» Adoption of Amendments to the Interlocal Contract and ByLaws;

» Adoption of the 2003 Budget;

» Adoption of a Resolution establishing January 1, 2003 as the effective date for RCFCs;
» Establishing separate capital and administrative accounts; and

» Facilitating interim water supply arrangements between the City of Issaquah and the
Sammamish Plateau Water & Sewer District.

Other items such as the Seattle Block contract, regionalizing the Bellevue/lssaquah pipeline and
arrangements with Tacoma will be subject to separate approvals.

It was noted that all Member Legislative Bodies have been briefed on Cascade activities and the
Action Plan. Discussions ensued regarding rate components, RCFCs, Interlocal Contract
Amendments, Old Water adjustment, Member withdrawals, the Memorandum of Understanding
with Puget Sound Energy, the Agreement in Principle for the acquisition of the Lake Tapps
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water right and the SEPA Checklist. Dan Grausz and Joe Forkner suggested that the principle of
“growth pays for growth” must be retained in the Cascade rate structure. The General Manager
will review the applicability of the 65% Dual Majority Vote in conjunction with other
amendments to the Interlocal Contract.

The Board concurred that moving forward with the Cascade Action Plan was in their best
interest. Motion to approve the Revised Draft Action Plan 2002/2003 was made by Stanley
Stone, seconded by Dan Grausz and unanimously approved with one abstention (Joe Forkner).
STANDING COMMITTEE REPORTS

A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle

As directed at the August 14 Board Meeting, a letter has been sent to Chuck Clarke, Director
of Seattle Public Utilities (SPU) along with Cascade’s Draft No. 15 of the Block contract that
addresses the most recent conceptual proposals made by SPU. A copy of the letter to Chuck
Clarke was included with the September Board package. To date, Cascade has received no
reply from SPU.

Lake Tapps Project

The Memorandum of Understanding with Puget will expire in December 2002. The Board
discussed possible provisions for an Agreement in Principle that would continue the effort
with PSE and provide for Cascade acquiring the water right.

Consultants continue to remain on schedule for the SEPA Checklist and public review
process in order for the Department of Ecology to make a decision by December 2002.

Cascade and Puget continue to work with the Department of Ecology on the Report of
Examination and with the National Marine Fisheries Service on the consultation of the FERC
license.

Tacoma Purchase Negotiations

A meeting has been scheduled for October 1 to discuss an Agreement in Principle with the
Tacoma Second Supply Project partners regarding continuation of work on the
Tacoma/Eastside pipeline (formerly known as the North Branch pipeline) and purchase of
water.

B. Membership Committee

Cascade Staff and the Membership/Finance Committees will meet to discuss Amendments to
the Interlocal Contract and ByLaws prior to the October Board Meeting. All Board
Members, Alternate Board Members and Staff were invited to attend the discussions.

C. Finance Committee
See Membership Committee for information on joint Committee meetings.

The Finance Committee met on September 3 to review changes needed in the Interlocal
Contract and accounting matters.

A memorandum regarding 2003 Budget revisions was included with the September Board
package along with the 2003 Budget proposal. The Budget revisions reflect anticipated
increases in health and liability insurance and changes related to Woodinville Water
District’s withdrawal from Cascade Membership.
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A memorandum regarding proposed revisions to the Interlocal Contract was included with
the September Board package along with Issue Papers for three major items:

* RCFCs;
» Old Water Adjustment; and
* New Independent Supplies.

SIGNIFICANT CORRESPONDENCE

A letter from the Woodinville Water District expressing its intention to withdraw from Cascade
Membership was included with the September Board package. The District’s General Manager
cited continued financial commitments and events in securing the Weyerhaeuser water right as
major considerations in the District’s decision.

GENERAL MANAGER'S REPORT

The General Manager announced that Mary-Alyce Burleigh is now the official Board Member
for the City of Kirkland per City Resolution R-4358. Sants Contreras is now the Alternate Board
Member.

The General Manager also reported that the Governor’s Water Policy Advisor has requested
proposals for “early action projects” as part of the Governor’s Central Puget Sound Initiative.
Cascade will submit proposals for the following projects that meet the specified criteria:

» The regionalization of the Bellevue/lssaquah pipeline; and

* The development of the Tacoma/Eastside Supply pipeline (formerly known as the North
Branch of the TSSP).

NEW BUSINESS

There was no new business for this meeting.

EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The Meeting was adjourned at 5:30 PM.
Board Members signed approved minutes and vouchers.

NEXT REGULAR MEETING DATE
October 9, 2002 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 PM - Meeting called to order
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Dan Grausz, City of Mercer Island

Sharon Dorning, City of Redmond

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

Jon Ault, Skyway W&S District

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

Others Present:
Pat Brodin
Nancy Davidson
John Ewald
Tom Harmon
Ron Little
Sheldon Lynne
Gene Peterson
Mike Ruark
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance AUGUST 14, 2002

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 4:06 PM. Board Members or Alternate
Board Members from the City of Bellevue, 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, Skyway Water & Sewer District, the City of Tukwila and Woodinville Water
District were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Sants Contreras, seconded by Maureen Jewitt,
and unanimously approved.

B. Approval of Minutes from the regular Meeting held on July 17, 2002

Motion to approve the Minutes from the regular Meeting held on July 17, 2002 was made by
Jim Haggerton, seconded by Sants Contreras and unanimously approved.

C. Approval of Treasurer’s Report

Approval of the Treasurer's Report for the month ending July 31, 2002 was made by Joe
Forkner, seconded by Maureen Jewitt 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 on August 8 to discuss Seattle’s most recent contract
proposal.

The status of negotiations and Seattle’s latest proposal was recapped and several documents
included with the August Board package were reviewed (Draft 2002/2003 Action Plan,
Major Decision Points, and Water System Capital Program). The Board discussed the
Seattle proposals and possible responses, focusing on the direction of ongoing Seattle
negotiations, Cascade objectives and future water sources. The subject of water for people
vs. fish was also discussed.

Lloyd Warren distributed a “Draft Water Demand and Supply Planning Scenario”. A
discussion on supply and demand forecasting ensued.
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The Board directed the Negotiating Team on responding to Seattle’s latest proposal.

Board Members were encouraged to review the Draft 2002/2003 Action Plan and related
documents and discuss the proposal with their legislative authorities in order to pursue
further action at the September Board Meeting.

Lake Tapps Project

The SEPA checklist is still under preparation. Once completed, a consultant will be hired to
assist in reviewing the Checklist. Cascade will make the “Threshold Determination” and
provide the documents for public review and comment.

The Project Team is continuing to meet with Department of Ecology staff regarding
preparation of the draft Report of Examination (ROE). The ROE will be finalized upon
completion of the SEPA determination.

Tacoma Purchase Negotiations

Cascade representatives have met with representatives of the Tacoma Second Supply Project
Partners to discuss how activities on the North Branch pipeline might be resumed and to
determine the potential of Cascade purchasing excess water from the Partners.

Joint Meeting with Finance Committee

The Resource Planning and Finance Committees met on July 26 and August 9 to discuss
Seattle’s latest contract proposal and Cascade’s proposed 2003 Budget. Suggestions were
made on responding to Seattle’s latest proposal, and further Budget information was
requested.

B. Membership Committee
No specific report was presented.
C. Finance Committee
See Resource Planning Committee for information on joint Committee meetings.

A Finance Committee Meeting will be held prior to the September Board Meeting to discuss
Public Official’s Liability Insurance, Regional Capital Facilities Charges and 2003
Capital/Operating Expenses.

SIGNIFICANT CORRESPONDENCE

A memorandum from the General Manager responding to questions regarding the proposed 2003
Budget was distributed with the August Board package. The newly proposed 2003 Budget
includes changes as directed at the July Board Meeting.

GENERAL MANAGER'S REPORT

Cascade’s 2001 tax return has been completed by Benson & McLaughlin.

Cascade’s current Public Official’s Liability Insurance carrier is withdrawing as a provider
effective October 2002. A new provider will be sought in order to continue insurance coverage
without interruption. The Board directed the General Manager to increase coverage as well.

Bryn-Mawr Water & Sewer District has changed its name to Skyway Water & Sewer District per
District Resolution No. 02-03-379.

Page 2 of 2





NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The Meeting was adjourned at 5:15 PM.
Board Members signed approved minutes and vouchers.

NEXT REGULAR MEETING DATE
September 18, 2002 — Bellefield Conference Center — Training Room

NOTE: The next regularly scheduled Board Meeting would have been September 11, 2002. The
Board was polled following the August 17 Meeting and it was decided to postpone the Meeting
until September 18.

3:30 PM — Roundtable discussions and refreshments
4:00 PM - Meeting called to order
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

Lys Hornsby, Covington Water District

Joe Forkner, City of Issaquah

Sants Contreras, City of Kirkland

Mary-Alyce Burleigh, City of Kirkland

El Jahncke, City of Mercer Island

Sharon Dorning, City of Redmond

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

Albert Blanchard, Skyway W&S District

Jim Haggerton, City of Tukwila

Maureen Jewitt, Woodinville Water District

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

Others Present:
Alison Bennett
Pat Brodin

Ron Dotsauer
Erin Leonhart
Ron Little
Sheldon Lynne
Gene Peterson
Richard Reich
Mike Ruark
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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BOARD OF DIRECTORS
MINUTES

MERCER ISLAND COMMUNITY CENTER

Cascade Water
Alliance JuLy 17,2002

ROLL CALL

Grant Degginger, 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, the
City of Kirkland, the City of Mercer Island, the City of Redmond, Sammamish Plateau Water &
Sewer District, the City of Tukwila and the Woodinville Water District were present,
constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

Motion to approve the Agenda was made by Maureen Jewitt, seconded by Albert Blanchard,
and unanimously approved.

B. Approval of Minutes from the regular Meeting held on June 12, 2002

Motion to approve the Minutes from the regular Meeting held on June 12, 2002 was made by
Sants Contreras, seconded by Stanley Stone and unanimously approved.

C. Approval of Treasurer’s Report

Approval of the Treasurer's Report for the month ending June 30, 2002 was made by Jim
Haggerton, seconded by Sants Contreras and unanimously approved.

ACTION ITEMS
A. Resolution No. 2002-02 — Adopting Amendment No. 1 to the 2002 Budget

A final draft of the proposed Amendment to the 2002 Budget was distributed with the July
Board package. It was proposed to increase the 2002 Budget to $1,228,410. The increase is
primarily due to: 1) costs associated with the Lake Tapps project, such as activities related to
the Puget MOU, the preliminary permit analysis and information required for the Department
of Ecology; 2) activities related to the Seattle Block contract have expanded as Cascade
assumed the major role in developing the Cost Recovery section and provided modeling of
various rate scenarios for Cascade Members; 3) actual revenue is now estimated to be less
than forecast due to slower than anticipated growth, which reduced funds available through
the Lake Tapps Growth Assessment.

Increasing the 2002 Budget can be accomplished by allocating the Contingency Fund and
Operating Reserve to anticipated expenses, adding the 2001 cash balance (which was higher
than initially projected), and postponing the hiring of a staff engineer until next year.

The amended budget does not include funds for activities related to continuation of work on
the North Branch of the Tacoma Second Supply Project (TSSP).
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Motion to approve Resolution No. 2002-02 was made by Rosemary lves, seconded by Sants
Contreras and unanimously approved.

B. Resolution No. 2002-03 — Adopting a Budget and Administrative Dues for 2003

A preliminary Budget and funding structure for 2003 was discussed. The Board requested
additional information regarding activities to be accomplished in 2003 as well as funding
options.

Approval of Resolution No. 2002-03 was postponed for a future Board Meeting.
C. Contract Amendment for Financial Consulting Services Group, Inc.

The Board approved a consultant contract with Financial Consulting Services Group, Inc.
(FCSG) for the period January 1, 2002 through December 31, 2002, with a maximum
compensation amount of $55,000. An increased maximum compensation amount of $95,000
(total compensation) is needed for financial consulting services due to the increased role
taken by Cascade in developing the Cost Recovery section of the Seattle Block contract and
significant economic analysis associated with modeling various rate scenarios for Cascade
Members.

Motion to approve an Amendment to Section 203 of the Consultant Contract between
Cascade and FCSG was made by Maureen Jewitt, seconded by Albert Blanchard and
unanimously approved.

D. Contract Extension for Northwest Strategies

The Board approved a Services Agreement with Northwest Strategies, Inc. for a period of
eight months commencing November 1, 2001 and ending June 30, 2002. The scope of
services includes supporting and advocating the objectives of Cascade through contacts and
activities with the media, State and Federal officials and Tribal decision/policy makers.
Continued activities in these areas are necessary through December 31, 2002.

Motion to approve an Amendment to Section 11 of the Services Agreement between Cascade
and Northwest Strategies was made by Sants Contreras, seconded by Maureen Jewitt and
unanimously approved.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Water Supply Contract Negotiations with Seattle

Major outstanding issues related to the Block contract were discussed with Members of the
Board on July 10. These issues were summarized in the document, “Cascade/Seattle Block
Contract Negotiations” which was included with the July Board package.

The Cascade Negotiating Team developed and submitted a response to Seattle’s June 4
“Draft Proposal for a Block Contract”, as well as changes to the Cost Recovery section.
Seattle cancelled the July 16 Negotiation Session which was scheduled to discuss their latest
proposal.

Grant Degginger met with SPU Director Chuck Clarke on July 16 to discuss issues
associated with the Block contract and SPU directions of future demand.
Lake Tapps Project

Following a meeting with State Agencies and representatives of the Puyallup and
Muckleshoot Tribes on June 14, additional information has been submitted to the Department
of Ecology (DOE) for the draft Report of Examination (ROE) as requested.
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The Project Team met with DOE Director, Tom Fitzsimmons, to discuss the schedule and a
number of outstanding policy issues regarding the water right. Outstanding issues include
the SEPA determination, public comment period for the SEPA checklist and the National
Marine Fisheries Service (NMFS) opinion on minimum instream flows. The Project Team
will continue to meet with DOE staff regarding preparation of the draft ROE. The following
issues are being addressed:

» Puget is preparing the SEPA checklist and will submit it to Cascade for review in the next
few weeks. It will then be available for the public comment period.

» The draft Biological Opinion conducted by NMFS (to determine if minimum instream
flows are adequate for salmon in the White River) is complete. NMFS is now conducting
a consultation in coordination with Puget. The draft report will then be provided to the
Lake Tapps Task Force and other interested parties for review and comment.

A discussion ensued regarding temperature concerns raised by NMFS. The General Manager
reported that one purpose of the ongoing consultation was to determine if there is sufficient
evidence of temperature concerns in the White River.

Cascade has received a document request from the Muckleshoot Tribe and is responding to
the request.

Joint Meeting with Finance Committee

The Resource Planning and Finance Committees met on June 25 to review Cascade’s
response to Seattle’s Draft Proposal for a Block Contract as well as changes to the Cost
Recovery section. The Committees are scheduled to meet in July to review Seattle’s latest
proposal.

B. Membership Committee
No specific report was presented.
C. Finance Committee

Refer to Action Items A and B. Also see Resource Planning Committee for information on
joint Committee meetings.

SIGNIFICANT CORRESPONDENCE

A letter from Seattle Public Utilities Director Chuck Clarke to Tacoma Public Utilities Director
Mark Crisson dated June 14, 2002 regarding TSSP participation was distributed with the July
Board package. A reply from Mark Crisson to Chuck Clarke dated June 27, 2002 was also
included.

GENERAL MANAGER'S REPORT

The partners in the Tacoma Second Supply Project (Tacoma, Kent, Covington and Lakehaven)
have informed Seattle that their requested amendment to the Partnership agreement is not
acceptable and that they will continue with the project without Seattle participation (see
Significant Correspondence).

Cascade has expressed interest in purchasing water form the TSSP Partners. Initial discussions
will take place next week.

NEW BUSINESS
There was no new business for this meeting.
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EXECUTIVE SESSION
There was no Executive Session for this meeting.

ADJOURN
The Meeting was adjourned at 5:20 PM.
Board Members signed approved minutes, vouchers and resolutions.

NEXT REGULAR MEETING DATE
August 14, 2002 — Bellefield Conference Center — Training Room

3:30 PM - Roundtable discussions and refreshments
4:00 PM - Meeting called to order
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Grant Degginger, City of Bellevue

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

Mary-Alyce Burleigh, City of Kirkland

Dan Grausz, City of Mercer Island

El Jahncke, City of Mercer Island

Rosemarie lves, City of Redmond

Steve Stevlingson, Sammamish Plateau W&S District
Stanley E. Stone, Sammamish Plateau W& S District
Jim Haggerton, City of Tukwila

Maureen Jewitt, Woodinville Water District

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

Others Present:
Pat Brodin

Erin Leonhart
Ron Little
Sheldon Lynne
Judy Nelson
Gene Peterson
Richard Reich
Deb Symmonds
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Jim Haggerton, Vice Chair
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