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I \/_\J ANNUAL MEETING
L/

MINUTES

MEYDENBAUER CENTER

Cascade Water
Alliance

FEBRUARY 27, 2004

As in previous years, the 2004 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 John Ladenburg, Pierce County Executive; and Stephen Reynolds, President and
CEO, Puget Sound Energy, Inc. 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
11:45 AM Lunch served

Cascade Chair, Grant Degginger, opened the 2004 Annual Meeting at 12:40 PM. He welcomed

attendees and acknowledged the elected officials present. Mr. Degginger thanked the Board for

their efforts during the past year and noted 2003 was a great year for Cascade. The theme of the
luncheon is “Partnerships in Regional Water Supply”. Significant accomplishments during 2003
which were made possible because of these partnerships include:

» Completion of a 50-Year Declining Block Contract with the City of Seattle that went into
effect January 1, 2004

» Execution of an Agreement in Principle for Wholesale Water Sales with the City of
Tacoma

» Signing of a Memorandum of Understanding and Letter of Intent with Puget Sound
Energy to apply for Lake Tapps water rights and acquire the water rights if issued

* The Lake Tapps water rights were issued in June 2003 through a cooperative effort with
Puget Sound Energy

Mr. Degginger recognized the individuals present who participated in the earliest discussions
which lead to the formation of Cascade: Chuck Mosher and Albert Blanchard. These men
represented the City of Bellevue and Skyway Water & Sewer District through the Tri-Caucus
and IWG process and served as the first two Chairs of Cascade. Both retired from elected
positions in 2003 after seeing the process completed through execution of the Block Contract
with the City of Seattle.

Several other partnerships and discussions developed in 2003, and Cascade looks forward to
continuing those relationships and finalizing additional agreements in 2004.

Mr. Degginger then introduced John Ladenburg, Pierce County Executive.
John Ladenburg began with a quote from Norman Maclean’s book, A River Runs Through It:
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“Eventually, all things merge into one, and a river runs through it. The river
was cut by the world’s great flood and runs over rocks from the basement of
time. On some of the rocks are timeless raindrops. Under the rocks are the
words, and some of the words are theirs. | am haunted by waters.”

Mr. Ladenburg said that he, too, is haunted by waters as water issues have played an integral role
throughout his career:

» As Tacoma City Councilmember, he was involved with the development of Tacoma’s
Pipeline 5

» As Chair of the Tacoma Utilities Committee, he worked on ground water contamination
as well as aquifer protection and waste water treatment issues

» As Pierce County Executive and Co-Chair of the Lake Tapps Task Force, he is working
to resolve salmon issues and to find solutions to save Lake Tapps

Now, as Vice Chair of the Puget Sound Regional Council, Mr. Ladenburg stressed the need to
regionalize water supply infrastructure. We now need to compete on an international scale for
business, and must have water resources to bring businesses to this area. Mr. Ladenburg
concluded by stating an interconnected system is also important to provide enough water for fish
and people.

Grant Degginger then introduced Stephen Reynolds, President and CEO, Puget Sound Energy,
Inc.

Stephen Reynolds acknowledged the elected officials in the audience and reminded all of their
importance.

Mr. Reynolds stated that major changes are influencing the region, and noted that the Puget
Sound area population will increase by 20 million people in 20 years. Water is critical to
managing this growing population.

Puget Sound Energy’s hydropower project near Lake Tapps was built by visionaries to plan for
the future. Now it is too expensive to operate. Although there is an incredible hydropower
heritage in this region, this heritage has come into question with wet years and dry years, and the
cruel punishment it offers when supplies are insufficient. Lack of water adversely affects fish,
energy production, recreation, jobs, agriculture and the economy.

As we work for alternatives, Cascade brings us together. Watching Cascade’s progress with the
Lake Tapps drinking water program is like watching regionalism being born in front of us. Mr.
Reynolds then quoted a Chinese proverb, “When drinking water, don’t forget those who dug the
well”. We are now digging the well.

We need to plan now for future water needs in order to avoid a situation similar to our traffic
problems. The Lake Tapps program is a viable solution which leaves more water in the lake
than the hydropower facility, and preserves the lake for recreation.

Mr. Reynolds concluded by thanking all for their time and partnership.

Grant Degginger concluded the luncheon at 1:20 PM. He thanked Executive John Ladenburg
and Stephen Reynolds for their remarks and invited attendees to remain for the Business Meeting
that followed.
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BUSINESS MEETING

ROLL CALL

Grant Degginger, Chair, called the Meeting to Order at 1:30 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 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 Rosemary Ives and
unanimously approved.

. Approval of Treasurer’s Report

Approval of the Treasurer's Report for the month ending January 31, 2004 was made by Joe
Forkner, seconded by Rosemary Ives and unanimously approved.

ACTION ITEMS

A

Appointment of Officers and Standing Committee Chairs for 2004 - 2006

Section 4.4 of the Interlocal Contract and Article V of the ByLaws provide that Cascade has
Officers which shall include a Chair, Vice Chair, Secretary and Treasurer. Section 5.02 of
the ByLaws provides that Officers “shall be appointed by the Board at the Annual Meeting in
even-numbered years, to serve for two years until the next Annual Meeting....”. Cascade has
also used the Annual Meeting to appoint Standing Committee Chairs. The Officers and
Committee Chairs constitute the Executive Committee per Section 4.5 of the Interlocal
Contract and Article V1 of the ByLaws.

Motion to appointment the following Officers and Standing Committee Chairs for 2004 —
2006 was made by Rosemary Ives, seconded by Joe Forkner and unanimously approved:

Chair — Grant Degginger

Vice-Chair — Stanley Stone

Secretary/Treasurer & Chair, Finance Committee — Jim Haggerton
Chair, Resource Planning Committee — Joe Forkner

Chair, Membership Committee — Mary-Alyce Burleigh

STANDING COMMITTEE REPORTS

A

B.

C.

Resource Planning Committee
No specific report was presented.
Membership Committee

No specific report was presented.
Finance Committee

No specific report was presented.
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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 2004 Annual Meeting.
He expressed his appreciation for the service and commitment of Board Members and Staff, and

for the significant progress made during the year.

NEW BUSINESS
There was no new business for this meeting.

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

ADJOURN
The 2004 Annual Meeting was adjourned at 1:45 PM.

NEXT REGULAR MEETING DATE
March 24, 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

Lys Hornsby, Covington Water District

Bill Conley, City of Issaquah

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Rosemarie Rives, 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, Office Manager

Others Present:
(See attached registration list)
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APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance APRIL 28, 2004

ROLL CALL

The Grant Degginger, Chair, called the meeting to order at 4:00 PM. Board Members or
Alternate Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland,
the City of Redmond, Sammamish Plateau Water and Sewer District, Skyway Water & Sewer
District and the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

A 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 March 28, 2004

A motion to approve the Minutes from the Regular Meeting held on March 28, 2004 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the Revised Treasurer's Report for the month ending March 31, 2004
was made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

ACTION ITEMS

The Union Hill Water Association requested that Cascade consider providing the Association
with water supply after its current agreement with Redmond expired in 2006. The matter was
reviewed by the Resource Planning Committee, which determined that Cascade is not currently
in a position to provide the Association with water supply. A Committee memorandum to the
Board was included with the April Board package. The Committee also recommended that Staff
develop policies on emergency interties for future consideration.

A motion to direct the General Manager to notify Union Hill Water Association that Cascade is
not currently able to provide water supply was made by Joe Forkner, seconded by Mary-Alyce
Burleigh and unanimously approved.

PUBLIC COMMENT
No members of the public in attendance commented.
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STANDING COMMITTEE REPORTS

Committees are now meeting regularly per Resolution No. 2004-05, approved at the March
Board meeting. Meetings are held on the second Thursday of each month, and Standing
Committee meetings will be confirmed/cancelled monthly as needed, via email.

A. Resource Planning Committee
Seattle Public Utilities Projects

Cascade and Seattle Public Utilities have met to discuss communication and coordination
procedures under the Block Contract. Meetings are being scheduled to begin discussions of a
“wheeling” agreement, potential for purchase of additional supply, coordination of
Cascade/Tacoma pipeline routing and design, sampling and monitoring activities and
coordination of conservation activities. (See General Manager’s Report for information on
conservation activities.)

Tacoma Wholesale Agreement and Pipeline Project

Negotiations have begun to draft a Wholesale Water Purchase Agreement with the City of
Tacoma. The Agreement in Principal provides the basic outline of terms and conditions.
The next draft of the agreement will be provided to the Resource Planning and Finance
Committees for review, and then presented to the Board at a future meeting.

Cascade and its consultant team held a workshop on April 8 to initiate the Cascade/Tacoma
Pipeline project. The workshop focused on review of the schedule and approach to the
project and identifying project goals, objectives and key policy issues to be addressed. The
next project workshop is scheduled for May 13.

Lake Tapps Project

Under the terms of the Letter of Intent with Puget Sound Energy, Cascade must pay the
Extension Payment ($3 million plus 4% interest from September 1, 2003) by June 30, 2004.
Finance Council has researched potential options for funding of the payment (per a
memorandum from Hugh Spitzer to Cascade dated April 16, 2004, which was included with
the April Board package). It was recommended that the Finance Committee meet and review
the recommendations with finance council.

Issaguah’s Review of Cascade Interlocal Contract

The City of Issaquah’s Council voted unanimously to continue Membership with Cascade. A
confirmation letter from the City of Issaquah to Cascade dated April 8, 2004 was included
with the April Board package.

B. Membership Committee

Committee Chair, Mary-Alyce Burleigh, and the General Manager met with representatives
from the City of Bonney Lake on April 16. The City indicated an interest in participating in
the future management of Lake Tapps. Possible conditions of a Cascade Membership offer
will be developed and reviewed with the Board and Bonney Lake.

C. Finance Committee

Proposed Amendments to the Interlocal Contract and possible financing structures have been
reviewed with the City of Bellevue. A number of issues were raised concerning Cascade
financing activities and Member debt activities. Additional information is being developed,
including a set of financial policies which will be presented to the Committee and the Board
for consideration. It was suggested that Cascade consider retaining the services of a financial
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advisor to provide assistance in assessing the acceptability of Cascade’s debt offerings to the
public bond market. It was the consensus of the Board to proceed with the selection process
to retain a financial advisor.

Year-to-date finance information for the first quarter 2004 was included with the April Board
package.

SIGNIFICANT CORRESPONDENCE
A. April 8, 2004 letter from the City of Issaquah to Cascade

B. April 14, 2004 letter from Sammamish Plateau Water and Sewer District to the City of
Issaquah

C. April 16, 2004 memorandum from Hugh Spitzer, Foster Pepper & Shefelman to Cascade

D. April 22, 2004 memorandum from Resource Planning Committee to Cascade Board of
Directors

GENERAL MANAGER'S REPORT

The Redmond City Council has appointed Councilmember John Marchione to represent the City
as a Cascade Board Member. Mayor Rosemary lves will serve as the City’s Alternate Board
Member. The Chair welcomed Mr. Marchione as a Member of the Board.

Cascade will be switching payroll companies in May due to continuing errors and deteriorated
customer service with Paychex. Cascade’s new payroll service is Compupay.

A draft Interim Water Conservation Program was distributed at the meeting, and an overview of
the program was provided. The program was developed with the conservation staff of Members
and will be presented to the Finance and Resource Planning Committees for review.
Conservation programs are proposed to begin July 1. The 2004 Budget contains $250,000 for
conservation; the proposed program budget is approximately $275,000.

Updated Board Member and Standing Committee lists will be available at the May Board
Meeting. If you would like to participate in any Committee(s), please contact Pam Higbee.

Lloyd Warren will be retiring as Director of Utilities with the City of Bellevue. Grant Degginger
extended appreciation of Lloyd’s hard work and perseverance with the City of Bellevue and
Cascade. Mr. Warren will continue to be active in regional water issues as a Sammamish Plateau
District Commissioner.

NEW BUSINESS

There was no new business for this meeting.

EXECUTIVE SESSION

At 5:00 PM the Chair announced an Executive Session not to exceed 30 minutes duration to
discuss pending litigation.

The Executive Session adjourned and the regular meeting reconvened at 5:37 PM.
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ADJOURN
The meeting was adjourned at 5:37 PM.

Board Members signed approved Minutes and checks.

NEXT MEETING DATE

May 26, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Bill Conley, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Jon Ault, Skyway W&S District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Ed Cebron

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

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance JUNE 23, 2004

ROLL CALL

Stanley Stone, Vice Chair, called the meeting to order at 3:42 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Redmond, Sammamish Plateau Water and Sewer District, Skyway Water & Sewer District and
the City of Tukwila were present, constituting a quorum.

EXECUTIVE SESSION

At 3:45 PM the Vice Chair announced an Executive Session not to exceed 45 minutes duration to
discuss acquisition of the Lake Tapps water right and pending litigation. At 4:30 PM the
Executive Session was extended an additional 30 minutes.

The Executive Session was adjourned at 5:00 PM.

REGULAR MEETING
The Vice Chair called the regular meeting to order at 5:00 PM.

CONSENT ITEMS
A. Approval of Agenda

A motion to approve the Agenda was made by Joe Forkner, seconded by Jim Haggerton and
unanimously approved.

B. Approval of Minutes from the Regular Meeting held on May 26, 2004

A motion to approve the Minutes from the Regular Meeting held on May 26, 2004 was made
by Joe Forkner, seconded by Jim Haggerton and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the revised Treasurer's Report for the month ending May 31, 2004 was
made by Joe Forkner, seconded by Jim Haggerton and unanimously approved.

ACTION ITEMS
A. Contract with PECI for Clothes Washer Rebate Program Administration

The Transition Water Conservation Program provides for Cascade to establish a centralized
clothes washer rebate program for all Cascade Members beginning July 1, 2004 (with
provision for a limited number of rebates from the period January 1, 2004 through June 30,
2004). The program would be administered by Portland Energy Conservation Inc. (PECI)
as a contractor to Cascade. A contract for clothes washer rebate program administration,
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consistent with the Transition Water Conservation Program, was included with the June
Board package.

A motion to authorize an Officer and the General Manager to execute the contract with
Portland Energy Conservation Inc. (PECI) for administration of the clothes washer rebate
program for 2004 was made by Jim Haggerton, seconded by Joe Forkner and unanimously
approved.

B. Contract with Puget Sound Energy for Spray Head Replacement Program

The Transition Water Conservation Program provides for Cascade to partner with Puget
Sound Energy (Puget) to replace inefficient spray heads for the remainder of 2004. A
contract for the program, consistent with the Transition Water Conservation Program, was
included with the June Board package.

A motion to authorize an Officer and the General Manager to execute the contract with
Puget Sound Energy for the spray head replacement program for 2004 was made by Joe
Forkner, seconded by Jon Ault and unanimously approved.

C. Asset Transfer Memorandum of Understanding between Cascade and Issaquah

A draft Asset Transfer Memorandum of Understanding (MOU) between Cascade and the
City of Issaquah which outlines terms and conditions to be incorporated in an agreement by
which Issaquah will transfer to Cascade a 24-inch water main and 100% of its capacity was
included with the June Board package. See Resource Planning Committee report for further
information.

A motion to delete section 5 and forward a revised draft Asset Transfer Memorandum of
Understanding to Issaquah for the City’s consideration was made by Don Davidson and
seconded by Mary-Alyce Burleigh. The motion was approved unanimously with Joe
Forkner abstaining.

PUBLIC COMMENT
No members of the public in attendance commented.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Seattle Public Utilities Projects

The initial meeting to discuss availability of Seattle Transmission System capacity for water
purchased by Cascade from Tacoma was held on June 8. Regular meetings will be
scheduled to continue discussions. Both Cascade and SPU will provide a list of major issues
to be addressed in an agreement, a proposed priority for addressing the issues, and a
conceptual pricing structure.

Lake Tapps Project

The Committee met on June 10 and 18 to review concepts which could be used to structure
an acquisition agreement with Puget. These concepts were reviewed with the Board during
the Executive Session.

A motion was made by Joe Forkner directing the General Manager to continue negotiations
for the acquisition of the Lake Tapps water rights and the assets and facilities necessary to
put the water rights to beneficial use. The negotiations should be based on a purchase offer
following the direction provided during the Executive Session and a final transaction should
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be contingent upon the final issuance of a water right acceptable to Cascade. In addition,
Cascade’s General Counsel was directed to prepare a confidential memorandum to be kept in
his files documenting the direction provided by the Board during the Executive Session. The
motion was seconded by Jim Haggerton and unanimously approved.

Issaguah Pipeline Transfer

The Board received a draft Pipeline Transfer Agreement from the City of Issaquah at the
May Board Meeting. The Issaquah City Council is in the process of scheduling the required
public hearing concerning the possible transfer of the 24-inch water main to Cascade. The
draft agreement represents the City Administration’s suggested outline of terms and
conditions for the transfer. The draft agreement was referred to the Resource Planning
Committee for review and report to the Board. The Committee discussed the draft agreement
on June 10 and 18, and a sub-committee discussed the draft agreement on June 17.

The Planning Committee restructured the draft agreement into an Asset Transfer
Memorandum of Understanding which sets key terms to be incorporated into a final Asset
Transfer Agreement. The MOU was distributed with the June Board package; a revised
MOU incorporating minor revisions requested by the City was distributed at the meeting.

The Board expressed concern that it has not had sufficient time to fully consider Issaquah’s
request to include provisions related to the use of Source Exchange Water and payment of
RCFCs. The possible ramifications of this request were discussed and the General Manager
was directed to provide an analysis to the Board. The Board stressed that it had not ruled out
exempting Source Exchange Water from RCFCs, only that it has not had sufficient time to
fully analyze the implications of such a policy decision, and that it would consider the matter
as quickly as possible. The Board also reaffirmed that it is fully committed to working with
the City to acquire the pipeline and develop an effective Source Exchange Program.

Joe Forkner requested that a Resource Planning Committee meeting be scheduled after the
City Council hearing on July 19 and prior to the July 28 Board Meeting.

B. Membership Committee

No specific report was given.
C. Finance Committee

No specific report was given.

SIGNIFICANT CORRESPONDENCE

A. June 10, 2004 Letter from Cascade to Ron Sims, King County Executive
(Mary-Alyce Burleigh recommended sending a similar letter to King County Council)

B. May 17, 2004 Letter from the City of Issaquah to Cascade

GENERAL MANAGER'S REPORT
Transition Water Conservation Program

The Transition Water Conservation Program and Resolution No. 2004-09 provide for Cascade to
reimburse Seattle for payment of certain water conservation activities which began in 2003 but
were not completed until 2004. Cascade has used available funds to reimburse Seattle and will
deduct that amount, on a pro-rate basis, from the amount of the Purveyor Balance Account
transferred from Seattle to Cascade in accordance with Resolution No. 2004-09.
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The Conservation Work Group (CWG) has identified additional conservation activities which (1)
began in 2003 and were not completed until 2004 (and which did not receive reimbursement
from Seattle), or (2) took place after January 1, 2004 and before the Cascade program became
effective. These activities are primarily clothes washer rebates or commercial toilet rebates.
Some Members have expressed a desire to recognize these activities and requested that Cascade
provide the rebates and deduct these additional amounts from the Member’s pro-rated portion of
the Purveyor Balance Account.

It was the consensus of the Board to direct the CWG to develop a process for tracking additional
conservation rebate activities (including documentation required to qualify for a rebate), and for
Cascade to provide rebates as appropriate and deduct these amounts from the Member’s pro-
rated portion of the Purveyor Balance Account. In no event will the rebates exceed the
Member’s pro-rated portion of the Purveyor Balance Account transferred to Cascade and no
rebates will be made without authorization from an appropriate representative of the Member.
Cascade will request an estimate of the amount to be transferred by Seattle.

Additional Public Officials Liability Insurance

Cascade currently has a $1 million limit on its Public Officials Liability insurance policy (which
expires December 26, 2004). Our insurance agent has not been able to obtain quotes for higher
limits because Cascade does not have an employee handbook with an appropriate sexual
harassment statement. Also, our current carrier has indicated it may not renew our policy
without such statement. The agent has provided sample sexual harassment language to consider.
In the past, the Board had decided not to adopt an employee handbook. In place of an employee
handbook, the agent has indicated that a Board resolution adopting a policy prohibiting
harassment would be sufficient. The Board directed the General Manager to prepare an
appropriate resolution for consideration.

Cascade will also respond to an information request from the Washington Governmental Entity
Pool which is considering forming a specialized pool on behalf of non-profit organizations.

Other
The Water Supply Outlook, dated June 21, 2004, provided by SPU was available at the meeting.
A 2004 Cascade Consumption chart was also available at the meeting.

NEW BUSINESS
There was no new business for this meeting.

ADJOURN
The meeting was adjourned at 5:50 PM.
Board Members signed approved Minutes and checks.

NEXT MEETING DATE
July 28, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jon Ault, Skyway W&S District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin
Richard Cuthbert
Tom Harmon
Nancy Hughes
Rick Kirkby
Erin Leonhart
Sheldon Lynne
Brad Miyake
Dan Olson

Mike Ruark
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance OCTOBER 27, 2004

ROLL CALL

Grant Degginger, Chair, called the meeting to order at 3:50 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Redmond, Sammamish Plateau Water and Sewer District, Skyway Water and Sewer District and
the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

A 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 22, 2004

A motion to approve the Minutes from the Regular Meeting held on September 22, 2004 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the revised Treasurer's Report for the month ending September 30, 2004
was made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

ACTION ITEMS
A. Resolution No. 2004-13 for the purpose of adopting an amended 2004 Budget

A memorandum describing the amendments to the 2004 Budget was included with the
October Board package.

A motion to adopt Resolution N0.2004-13 was made by Jon Ault, seconded by Joe Forkner
and unanimously approved.

B. Resolution No. 2004-14 for the purpose of adopting Rates and Charges to be effective
January 1, 2005

A memorandum describing the 2005 Budget and applicable Rates and Charges was included
with the October Board package, along with a memorandum concerning establishment of the
Conservation Program Charge. A memorandum from Covington Water District was
distributed at the meeting, requesting consideration of a reduced Conservation Program
Charge for Covington Water District.

A discussion ensued regarding the request from Covington Water District and the reduced
rate.
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A motion was made by Joe Forkner to adopt Resolution N0.2004-14 with insertion of the
following verbiage in Section 5: “The Conservation Program Charge for 2005 shall be
$3.20/CERU. The charge is applicable to 100% of a Member’s CERUs. However, if a
Member does not have a Supply Commitment or a Member with a Supply Commitment is
not subject to payment of RCFCs, the charge is applicable to 70% of the Member’s CERUs.”
The motion was seconded by Mary-Alyce Burleigh and unanimously approved.

It was noted that the Board will adopt a longer term conservation policy and program during
2005, including an appropriate funding mechanism.

C. Resolution 2004-15 for the purpose of adopting the 2005 Budget
A memorandum describing the 2005 Budget was included with the October Board package.
A motion to adopt Resolution No. 2004-15 was made by Joe Forkner, seconded by John
Marchione and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Bellevue/lssaquah Pipeline Acquisition

A memorandum from Richard Kirkby describing the transaction for Cascade’s acquisition of
the Bellevue/lssaquah Pipeline was included with the October Board package. The following
draft agreements were distributed at the meeting:

* Preliminary Terms for Loan Agreement

* Pipeline Acquisition Agreement

» Bill of Sale, Water Transmission Main

» Agreement for Operations and Maintenance of Cascade Transmission Facilities
» City of Issaquah Ordinance (franchise agreement)

Several meetings have taken place with financial advisors, bond counsel and Member Staff to
reach Member’s approval of the draft agreements. The General Manager noted that a few
details were yet to be worked out.

Lloyd Warren acknowledged that the pipeline acquisition gives Cascade the capacity to
provide Sammamish Plateau Water and Sewer District’s Full Supply Commitment, and
provides the District with a means to lift the current water supply allocation.

Seattle Public Utilities Projects

Seattle Public Utilities (SPU) and Cascade have developed an outline of communication
procedures which have been incorporated into a Management Agreement pursuant to the
Block Contract. This Management Agreement will be distributed to all appropriate Cascade
Member staff to guide communications with SPU. An additional Management Agreement
concerning SPU responsibility to provide fire flow from regional transmission mains is under
review.

Proposed terms and conditions of an agreement for Cascade to utilize the SPU Transmission
System to deliver Tacoma water to its service area will be discussed in Executive Session.

Tacoma Wholesale Agreement
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Proposed terms and conditions of purchasing water from Tacoma Utilities will be discussed
in Executive Session.

Lake Tapps Project

The status of negotiations with Puget Sound Energy, Inc. (Puget) for acquisition of the Lake
Tapps Water Rights and settlement discussions with Puget and the Puyallup Indian Tribe will
be discussed with counsel in Executive Session.

Cascade is ready to retain Buck & Gordon to coordinate Real Estate issues related the
acquisition of the White River project assets from Puget.

B. Membership Committee
No specific report.

C. Finance Committee
Preliminary 2005 Budget

2003 Financial Statements from Benson & McLaughlin were distributed to the Board at the
meeting. Benson & McLaughlin noted insufficient segregation of financial duties in 2003.
The General Manager noted that financial duties have been segregated in 2004 with the
addition of new employees, as directed by Benson & McLaughlin.

The third quarter 2004 year-to-date Budget to Actual was distributed at the meeting.

A memorandum describing a proposal for distribution of amounts in the Purveyor Balance
Account allocable to Members was included with the October Board package.

The Committee, Member Staff, financial advisors, finance counsel and bond counsel have
met to review the amendments to the Interlocal Contract and draft Financial Policies.
Comments are being incorporated into these documents and an additional review session will
be scheduled prior to providing these items to the Board for discussion.

SIGNIFICANT CORRESPONDENCE
Distributed with the October Board package:

September 30, 2004 letter from Helsell Fetterman LLP regarding Public Disclosure Act Request
on behalf of the City of Auburn

October 4, 2004 letter to John Adams, Port Blakely Communities from Cascade

October 6, 2004 letter from Cascade responding to Helsell Fetterman LLP’s Public Disclosure
Act Request

October 20, 2004 memorandum from the General Manager to the Board regarding Distribution
of Purveyor Balance Account

October 20, 2004 memorandum from the General Manager to the Board regarding 2005 Cascade
Conservation Program Charge

October 20, 2004 memorandum from Richard Kirby to the Board regarding Acquisition of
Issaquah/Bellevue Pipeline — Status

Distributed at the meeting:

October 25, 2004 memorandum from Covington Water District to the Board regarding Request
for Consideration of a reduced Conservation Program Cost Share for Covington Water District
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GENERAL MANAGER'S REPORT
The following documents were also distributed at the meeting:

» Draft Memorandum of Understanding between Cascade and King County

o Draft Outline of Transmission and Supply Plan

» Schedule of Upcoming Activities

» Water Supply Report from Seattle Public Utilities dated October 27, 2004 with a
consumption chart for Cascade Members printed on the reverse side.

NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION

At 4:45 PM the Chair announced an Executive Session not to exceed 45 minutes to consult with
council on acquisition of the Lake Tapps Water Rights, confidential settlement discussions with
the Puyallup Indian Tribe, and contract negotiations with Seattle Public Utilities and Tacoma
Water.

At 5:40 PM a motion to extend the Executive Session an additional 10 minutes was made by Joe
Forkner, seconded by Jon Ault and unanimously approved.

The Executive Session was adjourned at 5:50 PM.

ADJOURN
The meeting was adjourned at 5:50 PM.
Board Members signed approved Resolutions, Minutes and checks.

NEXT MEETING DATE
November 17, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jon Ault, Skyway Water & Sewer District

Jim Haggerton, City of Tukwila
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Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Ed Cebron

Rick Kirkby
Erin Leonhart
Ron Little
Sheldon Lynne
Brad Miyake
Judy Nelson
Mike Ruark
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance JuLy 28, 2004

ROLL CALL

Grant Degginger, Chair, called the meeting to order at 3:45 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 Redmond, Sammamish Plateau Water and Sewer District and the
City of Tukwila were present, constituting a quorum.

EXECUTIVE SESSION

At 3:47 PM the Chair announced an Executive Session not to exceed 45 minutes duration to
consult with counsel regarding litigation and settlement, and acquisition of the Lake Tapps water
rights. At 4:30 PM the Executive Session was extended an additional 15 minutes.

The Executive Session was adjourned at 4:45 PM.

REGULAR MEETING
The Chair called the regular meeting to order at 4:45 PM.

CONSENT ITEMS
A. Approval of Agenda

A motion to approve the Agenda was made by Joe Forkner, seconded by Jim Lauinger and
unanimously approved.

B. Approval of Minutes from the Regular Meeting held on June 23, 2004

A motion to approve the Minutes from the Regular Meeting held on June 23, 2004 was made
by Joe Forkner, seconded by Jim Lauinger and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the Treasurer's Report for the month ending June 30, 2004 was made by
Joe Forkner, seconded by Jim Lauinger and unanimously approved.

ACTION ITEMS

A. Resolution No. 2004-10 authorizing Board Members to disclose confidential information to
their respective jurisdictions when necessary

Authorizes Board Members and Alternate Board Members to, as necessary, discuss with
elected officials in their respective jurisdictions matters discussed in Executive Sessions of
the Board, provided that such discussions are kept confidential to the extent provided by law.
A copy of Resolution No. 2004-10 was included with the August Board package.
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A motion to approve Resolution No. 2004-10 was made by Joe Forkner, seconded by Jim
Haggerton and unanimously approved.

B. Resolution No. 2004-11 adopting a policy prohibiting harassment in the workplace

Adopts a policy prohibiting harassment in the Cascade workplace. Adoption of an anti-
harassment policy is necessary to maintain and/or increase Cascade’s public officials’
liability insurance. A copy of Resolution No. 2004-11 was included with the August Board
package.

A discussion took place regarding the need for an employee handbook, which was previously
considered not necessary. It was determined that an employee handbook would be discussed
in the future as more employees are hired.

A motion to approve Resolution No. 2004-11 was made by Jim Lauinger, seconded by John
Marchione and unanimously approved.

C. Asset Transfer Memorandum of Understanding

The Asset Transfer Memorandum of Understanding (MOU) with the City of Issaquah was
adopted by the City Council on July 19, 2004, with minor clarification changes to the draft
approved by the Board on June 23, 2004. A copy of the revised MOU was distributed to the
Board at the meeting.

A motion to authorize the Chair and General Manager to execute the Asset Transfer
Memorandum of Understanding with the City of Issaquah and direct the General Manager to
complete arrangements for acquisition of the pipeline for consideration by the Board was
made by Jim Lauinger, seconded by Joe Forkner and unanimously approved.

D. Contract extension for Richard Kirkby

The consultant contract with Richard Kirkby expired on June 30, 2004. Schedules for work
anticipated under the contract have been extended and funds remain available under the
maximum compensation amount provided in the contract.

A discussion took place regarding the projects Mr. Kirkby has been working on. Status
reports were requested.

A motion to authorize the General Manager to extend the term of the consultant contract with
Richard Kirkby through December 2004 was made by Joe Forkner, seconded by Stanley
Stone and unanimously approved.

PUBLIC COMMENT
No members of the public in attendance commented.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Seattle Public Utilities Projects

Cascade and SPU met on July 13 to discuss wheeling of water purchased from Tacoma
through the Seattle Transmission System. Semimonthly meetings will take place to develop
contractual agreements following discussions on wheeling principles and rates. Grant
Degginger, Mary-Alyce Burleigh and John Marchione were designated as a sub-committee to
meet with the negotiating team to review and develop responses to issues raised by SPU.
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Tacoma Wholesale Agreement and Pipeline Project

Cascade has provided Tacoma with a schedule of likely water purchase needs from 2008
through 2025. Tacoma has proposed alternative minimum purchase options which are being
evaluated.

A summary of Cascade’s role, responsibilities, and interim options to meeting Members’
water supply needs has been completed and is under review. The document, “Draft Cascade
Water Supply Options” will serve as a transitional Water Supply Plan while the Cascade
Comprehensive Supply and Transmission Plan is being completed. A draft of the plan will
be presented to the Board in December.

Progress continues on route selection for the regional pipelines.
Lake Tapps Project

The Pollution Control Hearings Board has not yet issued the remand order. Cascade has
provided Puget with the proposal for acquisition of the Lake Tapps water rights and other
assets on July 12, as directed by the Board at the June 23 Meeting. Puget is evaluating the
proposal.

Cascade and Puget are revising the cost reimbursement agreement with Ecology to clarify the
eligible activities during the appeal process. Cascade and Puget are also working with
Ecology and Pierce County to design and coordinate a water quality monitoring program for
the White River and Lake Tapps. Laboratory analysis (estimated to cost approximately
$14,250) will be jointly funded by Cascade and Puget through the Memorandum of
Understanding.

Cascade and Puget are discussing coordination and cost sharing for obtaining an NPDES
permit (if necessary) and installing bypass valves in the White River powerhouse to allow
long-term water flow in the absence of power production.

The US Army Corps of Engineers has proposed proceeding with the federally preferred
option for replacement of the White River diversion dam. In lieu of the locally preferred
option (which is essentially identical except it includes a new diversion structure to replace
the existing Puget structure), the Corps would replace the dam to provide for fish passage and
leave the existing diversion structure in place and operational. This would eliminate the need
for a local sponsor and local cost sharing in the dam replacement. Cascade, Puget and Pierce
County have indicated a tentative interest in this approach, noting that arrangements would
have to be made to assure operation of the diversion to accommodate the water supply
project and maintenance of Lake Tapps. It was the consensus of the Board to direct the
General Manager to initiate discussions with the Corps related to design, operations and
ownership of the diversion structure.

Transition Water Conservation Program

The Washer Rebate program is underway. Program materials have been developed and were
distributed to retailers. Retailers are very supportive of the continued program.

The Spray Head Replacement program is underway. Spray heads have been replaced at
schools in Issaquah and Sammamish Plateau. A pilot program has been started at the
Microsoft Redmond campus. All Member areas will be visited in the near future.

The summer water use messaging program has begun. A short motion picture promoting
conservation and Cascade will be shown in the following Regal Cinema theaters from July
16 through Sept 10: Issaquah 9, Redmond Bella Botega, Bellevue Galleria 11 and Tukwila
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Parkway Plaza 12. A “Taillight” bus advertisement has also been developed and will be
displayed on 36 Metro buses in East and South King County from August 23 through
September 19. The ad encourages people to fix leaky faucets, sprinklers and hose bibs.

Long range conservation planning efforts are in progress.

Two maps have been developed showing Cascade Members for use on promotional items
and web sites.

Commercial toilet rebate and irrigation audit programs will begin shortly.
. Membership Committee

No specific report was given.

. Finance Committee

Transition Water Conservation Program Funding Options

An Issue Paper was included with the August Board package which described alternative
approaches for funding Cascade’s long-term water conservation program. It is recommended
that the Board establish a new Conservation Program Charge based on total Member service
area CERUSs, similar to the basis for Administrative Dues. The Committee will finalize
options and details will be presented for Board approval at the September meeting.

Proposed Amendment No. 1 to the 2004 Budget

A proposed amendment to the 2004 Budget was distributed at the meeting. The proposed
amendment includes adjustments to reflect the approved Transition Conservation Program,
the actual Block Payment amount and other re-distribution of budgeted funds to reflect
changes in activities. There is an overall decrease in anticipated expenditures for the year.
The proposed amendment will also reflect the receipt and distribution of the Purveyor
Balance Account. The proposed amendment will be reviewed by the Committee and a final
budget amendment will be presented to the Board for approval at the October Board meeting.

Preliminary 2005 Budget

The Preliminary 2005 Budget was distributed at the meeting, in accordance with the
Interlocal Contract and ByLaws. The preliminary budget includes all anticipated activities
for 2005 and an estimate of rates and charges applicable for the year. A projected monthly
payment schedule for each Member was included. The Preliminary Budget will be reviewed
by the Committee.

2004 Budget and Actual Expenditures

A 2004 Budget and Actual Expenditures through June was included with the August Board
package.

SIGNIFICANT CORRESPONDENCE

A letter from the City of Issaquah to Cascade dated July 26, 2004 regarding the Asset Transfer
Memorandum of Understanding was distributed at the meeting.

A letter from Pierce County to Cascade dated July 29 inviting Cascade to join the Lake Tapps
Task force was distributed at the meeting.
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GENERAL MANAGER'S REPORT

A water supply report from Seattle Public Utilities for the period July 26-August 2 was available
at the meeting. A 2004 Cascade Consumption chart through June was printed on the reverse
side.

NEW BUSINESS

Cascade has been invited to become a member of the Lake Tapps Task Force (LTTF). The
General Manager has participated in LTTF activities since 2002. As part of the invitation to join
the Task Force, Pierce County has requested a financial contribution of $5,000 to help fund
LTTF activities through 2005. Following a discussion, several Board Members agreed that
LTTF membership would benefit Cascade and a Board Member should participate in meetings.
Jim Haggerton volunteered to attend LTTF meetings, and Jim Lauinger volunteered Mary-Alyce
Burleigh as an alternate in the event Mr. Haggerton was unavailable. LTTF membership will be
subject to Board approval at the August meeting. Grant Degginger requested additional
information on the membership, activities and financial support of the Task Force.

ADJOURN
The meeting was adjourned at 5:40 PM.

Board Members signed approved Minutes, Resolutions, checks and the Asset Transfer
Memorandum of Understanding.

NEXT MEETING DATE
August 25, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Lys Hornsby, Covington Water District

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jim Haggerton, City of Tukwila
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Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Ed Cebron

Erin Leonhart
Ron Little
Sheldon Lynne
Mike Ruark

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance MAY 26, 2004

ROLL CALL

Stanley Stone, Vice Chair, called the meeting to order at 4:03 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Redmond, Sammamish Plateau Water and Sewer District, Skyway Water & Sewer District and
the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

A motion to approve the Agenda was made by Joe Forkner, seconded by John Marchione and
unanimously approved.

B. Approval of Minutes from the Regular Meeting held on April 28, 2004

A motion to approve the Minutes from the Regular Meeting held on April 28, 2004 was
made by Joe Forkner, seconded by John Marchione and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the revised Treasurer's Report for the month ending April 30, 2004 was
made by Joe Forkner, seconded by John Marchione and unanimously approved.

ACTION ITEMS

A. Resolution No. 2004-06 for the purpose of authorizing payment of amounts due Puget Sound
Energy per the Letter of Intent

As consideration of Puget Sound Energy (Puget) entering into the Letter of Intent, Cascade
agreed to pay an Extension Payment in the amount of $3 million (plus 4% interest from
September 1, 2003) to Puget, not later than June 30, 2004. See Finance Committee report for
further information.

A motion to approve Resolution No. 2004-06 was made by Jim Haggerton, seconded by Joe
Forkner and unanimously approved.

B. Resolution No. 2004-07 for the purpose of authorizing the expenditure of funds prior to the
issuance of tax-exempt bonds to finance capital improvements

To provide Cascade the option of reimbursing itself for the amount of the Extension Payment
in a future bond issue. See Finance Committee report for further information.

A motion to approval Resolution No. 2004-07 was made by Joe Forkner, seconded by Jon
Ault and unanimously approved.

C. Resolution No. 2004-08 for the purpose of adopting a transition water conservation program
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Cascade must develop and implement a water conservation plan for its service area. With the
implementation of the Block Contract, 2004 is a transition year for regional conservation
programs serving Cascade Members. See Resource Planning and Finance Committee reports
for further information.

A motion to approve Resolution No. 2004-08 was made by Joe Forkner, seconded by Jon
Ault and unanimously approved.

Meeting note: Grant Degginger, Chair, arrived at 4:08 PM and conducted the remainder of the
meeting.

D.

Resolution No. 2004-09 for the purpose of authorizing payment of water conservation
transition amounts to Seattle Public Utilities

Management Agreement No.1 under the Block Contract provided for Cascade to reimburse
Seattle for certain transition water conservation activities which began in 2003 but were not
completed until 2004. See Finance Committee report for further information.

A motion to approve Resolution No. 2004-09 was made by Joe Forkner, seconded by Stanley
Stone and unanimously approved.

PUBLIC COMMENT
No members of the public in attendance commented.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee

Seattle Public Utilities Projects

Cascade and SPU are developing communication procedures to be utilized under the Block
Contract. Recent issues discussed include master meter replacement and coordination of
improvements to Member distribution systems.

Tacoma Wholesale Agreement and Pipeline Project

In conjunction with the Finance Committee, the Committee participated in a workshop on the
pipeline routing project on May 13. The workshop covered project objectives, policy issues,
screening criteria, schedule and stakeholder interests. The key policy directions provided to
the Project Team included the following:

» Based on current SPU guidance, Cascade should assume that the Tacoma Green River
supply source will be acceptable for full access to the Seattle Transmission System,
assuming acceptable contract terms and conditions can be negotiated. Cascade should
assume that the Lake Tapps source would be considered unacceptable for full access to
the Seattle Transmission System.

» Three route alignments for a pipeline system from proposed vicinity of the Lake Tapps
treatment plant to the Bellevue/lssaquah Pipeline should be developed for evaluation;
generally westerly, central and easterly route corridors.

* Routing, pre-design and environmental review for a pipeline to deliver water from the
Tacoma Second Supply Project to the Seattle Transmission System and to the
Bellevue/Issaquah Pipeline should advance concurrently.

» Conceptual design for delivery of either Tacoma or Lake Tapps water to all Cascade
Member service areas should begin.
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» Cascade should continue discussions with King County concerning review and approval
of the Cascade water system plan.

Negotiations continue with Tacoma Water on the wholesale water purchase contract.

A draft Pipeline Transfer Agreement between Cascade and the City of Issaquah was
distributed to the Board at the meeting. Section 4 states, “ . . . Issaquah shall not be required
to pay Regional Capital Facilities Charge for water provided for . . . replacement water.” The
City of Issaquah requested a policy decision by the Board. The matter was referred to the
Finance/Resource Planning Committees and will be scheduled for discussion at the June
Board Meeting.

Lake Tapps Project

Discussions continue with Puget Sound Energy on development of a draft term sheet for
acquisition of the Lake Tapps water rights. The Pollution Control Hearings Board process is
continuing, as are settlement discussions with the Muckleshoot and Puyallup Tribes.

Cascade and Puget have met with the Corps of Engineers and Pierce County to establish a
coordination process for the final design stages of the replacement diversion dam. Cascade is
also working with a group of fishery resource agencies (State, Federal and Tribal) to develop
a “white paper” of fishery related issues associated with the White River in the absence of the
Puget hydropower project.

Transition Water Conservation Program

The Transition Water Conservation Program provides for continuation of activities that were
formerly conducted through the Seattle Saving Water Partnership and for development of a
long-term Cascade conservation program. It also sets the stage for additional coordination of
all Cascade Member conservation activities. Specific activities to be continued in 2004
include clothes washer, irrigation rain sensor and toilet rebates, spray head replacement,
irrigation audits and informational and educational programs. Planning for Cascade’s long-
term conservation program will also take place in 2004 so that conservation elements can be
incorporated into the Cascade water system plan. Also see Finance Committee report.

. Membership Committee

No specific report was given.

. Finance Committee

The Committee met on May 13 and recommends the following actions:

» Extension Payment to Puget — Based on the analysis provided by finance council, the
Committee recommended that the Extension Payment due Puget under the terms of the
Letter of Intent be paid from available Cascade funds. A table was included with the
May Board package which showed Cascade’s projected cash flow after paying the
Extension Payment and the projected balance in the RCFC account. Sufficient cash is
available for the Extension Payment and other planned Cascade activities. The
reimbursement resolution provides Cascade the option of reimbursing itself by including
the amount of the Extension Payment in a future bond issue.

e Transition Water Conservation Program — The approved 2004 Budget includes $250,000
for conservation activities as part of the Operating Account, which is funded from
Demand Share and New Water Surcharge payments. The amount included in the Budget
represents the estimated difference in the cost of the Seattle Block between participating
and not participating in the Saving Water Partnership. The Transition Program budget
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totals $459,000, of which $185,000 is reimbursement to Seattle for water conservation
rebates authorized in 2003 but not fully processed and paid until 2004.

The Committee recommends that the transition conservation program be funded through
Demand Share and New Water Surcharge payments. This will require the addition of
approximately $25,000 to the conservation budget. Funds can be transferred from other
Operating Account categories without increasing the overall 2004 Budget.

Part of the transition program is to develop a long-term conservation program, including
recommendations on funding water conservation activities of Cascade. As part of the
2005 budget process, a white paper will be prepared containing options for conservation
funding. The options will address issues such as equity among Members (with respect to
amount paid toward conservation and actual program benefit received) and the
Committee will recommend a funding strategy to the Board.

Per Management Agreement No. 1 (regarding reimbursement to Seattle for 2003 rebates),
the Committee recommends Cascade pay the amount due from currently available funds.
However, Cascade should then deduct that amount (on a pro rata basis) from the amount
of the Purveyor Balance Account transferred from Seattle to Cascade (expected in July or
August). Seattle Purveyors contributed to the Saving Water Partnership (SWP) through
rates. The SWP conservation activities were conducted throughout the wholesale service
area. Activities in individual Purveyor service areas did not necessarily match the
financial contribution implied by the Purveyors payments to Seattle. The Balance
Account transfer represents “excess” Purveyor payments; therefore, it is appropriate to
use these funds for reimbursement of 2003 conservation activities.

» Selection of a Financial Advisor — At the May Board Meeting, the Committee was
directed to develop a process for selection of a Financial Advisor. The Committee will
solicit qualifications from independent financial advisors and investment banking firms
(with the understanding that if selected as Cascade’s financial advisor, the firm would be
precluded from underwriting Cascade bonds). A sub-committee consisting of Jim
Haggerton, John Marchione, Michael Ruark and the General Manager will interview the
best qualified firms and make a recommendation to the Board. The Chair and Vice-Chair
will be invited to participate in the interviews.

SIGNIFICANT CORRESPONDENCE
There was no significant correspondence for this meeting.

GENERAL MANAGER'S REPORT

The General Manager welcomed Jim Lauinger as the new Alternate Board Member for the City
of Kirkland.

The Department of Ecology is planning water quality monitoring in and around Lake Tapps to
occur this summer. A request has been made to Cascade and Puget to assist with funding of the
laboratory work ($6,000-$8,000) and monitoring equipment at the tailrace (less than $10,000).
The Board concurred that these activities should be subject to cost-sharing per the Memorandum
of Understanding with Puget. As the program is developed and data are available, results will
be provided to the Board.

Puget has determined that existing equipment can safely pass a limited amount of water
(approximately 300 cfs) through the White River hydropower plant. As water is diverted into
Lake Tapps, it must be passed through the powerhouse and tailrace to maintain Lake levels and
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water quality. Puget is working to develop long-term solutions and requested Cascade’s
participation. As options are developed with Puget, this matter will be discussed with the
Finance and Resource Planning Committees and recommendations will be presented to the
Board at a later date.

A Water Supply Update, May 25, 2004 by Seattle Public Utilities was distributed at the Meeting.
The document states, “The water supply situation and outlook are considered fair due to the
ongoing persistence of very dry and warm conditions since February.” In response to this
information, it was suggested that a message be distributed by Cascade to use water wisely as
outlined in the Transition Water Conservation Program. The Board approved sharing the
information with colleagues.

Updated Board Member and Standing Committee charts were distributed at the Meeting. A
Mission Statement and Projects and Activities chart was distributed with the May Board
package.

NEW BUSINESS
There was no new business for this meeting.

EXECUTIVE SESSION

At 4:45 PM the Chair announced an Executive Session not to exceed one hour duration to
discuss acquisition of the Lake Tapps water right and pending litigation.

The Executive Session adjourned and the regular meeting reconvened at 5:45 PM.

ADJOURN
The meeting was adjourned at 5:45 PM.
Board Members signed approved Minutes and checks.

NEXT MEETING DATE
June 23, 2004 - Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Bill Conley, City of Issaquah

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

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

Jim Haggerton, City of Tukwila
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Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Ed Cebron
Richard Cuthbert
Nancy Hughes
Rick Kirkby

Ron Little
Sheldon Lynne
Brad Miyake
Dan Olson

Mike Ruark
Scott Thomasson
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance AUGUST 25, 2004

ROLL CALL

Stanley Stone, Vice Chair, called the meeting to order at 3:40 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Redmond, Sammamish Plateau Water and Sewer District and the City of Tukwila were present,
constituting a quorum.

REGULAR MEETING
The Vice Chair called the regular meeting to order at 3:40 PM.

CONSENT ITEMS
A. Approval of Agenda

A motion to approve the Agenda was made by Joe Forkner, seconded by John Marchione and
unanimously approved.

B. Approval of Minutes from the Regular Meeting held on July 28, 2004

A motion to approve the Minutes from the Regular Meeting held on July 28, 2004 was made
by Joe Forkner, seconded by John Marchione and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the revised Treasurer's Report for the month ending July 31, 2004 was
made by Joe Forkner, seconded by John Marchione and unanimously approved.

ACTION ITEMS

A. Invitation to Join the Lake Tapps Task Force

A letter from the Lake Tapps Task Force (LTTF) inviting Cascade to become a member and
requesting a contribution of $5,000 was distributed at the July Board Meeting. A list of LTTF
voting members and a summary of contributions and expenses were included with the August
Board package.

A discussion ensued regarding LTTF funds, work plan and Puget’s participation.

A motion to authorize Cascade to become a member of the Lake Tapps Task Force, approve a
contribution of $5,000 to LTTF activities, and appoint Jim Haggerton to represent Cascade at
LTTF meetings with the General Manager as the alternate was made by Joe Forkner, seconded
by Jim Haggerton and unanimously approved.

PUBLIC COMMENT
No members of the public in attendance commented.
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EXECUTIVE SESSION

At 4:02 PM the Chair announced an Executive Session not to exceed one hour to consult with
counsel on the acquisition of the Lake Tapps Water Rights, confidential settlement discussions
and contract negotiations for acquisition of wheeling services and acquisition of the
Bellevue/Issaquah pipeline.

The Executive Session was adjourned at 5:02 PM.

REGULAR MEETING
The regular meeting reconvened at 5:02 PM.

A motion to authorize Board Members to discuss confidential information from the Executive
Session with elected officials of their respective jurisdictions as outlined in Resolution No. 2004-
10 was made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Seattle Public Utilities Projects

The sub-committee of Grant Degginger, John Marchione and Mary-Alyce Burleigh met with
the negotiating team on August 13 to develop a response to the issues raised by Seattle in
July. A meeting scheduled for August 24 was cancelled by Seattle.

Tacoma Wholesale Agreement and Pipeline Project

The negotiating team met on August 11 to review proposed pricing options offered by
Tacoma and develop alternative options for consideration.

Lake Tapps Project

The draft confidential Letter of Agreement (LA) among the Puyallup Tribe of Indians, Puget
Sound Energy (Puget) and Cascade has been finalized and was included with the August
Board package. Cascade and Puget met with the Tribe on August 13 to begin activities under
the LA. A draft Agreement in Principle (draft AIP) was received from the Tribe on August
16. Cascade met internally and with Puget to discuss the draft AIP on August 17 and 18 and
with the Tribe on August 19. The results of these meetings were discussed during the
Executive Session.

The Pollution Control Hearings Board issued its Order remanding the Lake Tapps Water
Rights to Ecology “for modification to reflect the change to non-hydropower conditions”. A
copy of the Order was included with the August Board package.

Cascade and Puget met on August 9 to review the Cascade purchase proposal. Both parties
met again on August 23 to receive Puget’s counter offer. The results of the meetings were
discussed during the Executive Session.

Bellevue/lssaquah Pipeline Acquisition

Work began to develop the arrangements necessary to acquire the Bellevue/lssaquah Pipeline
in accordance with the Asset Transfer Memorandum of Understanding between Issaquah and
Cascade.

A meeting was held with Port Blakely Communities on August 23 to discuss possible
acquisition of the excess capacity in the regional waterline. The results of the meeting were
discussed during the Executive Session.

Page 2 of 4





As of June 30, the total cost of excess capacity is approximately $13 million. Port Blakeley
offered a 5% reduction as an incentive to close by December 31, 2004. A discussion ensued
and questions arose regarding the value of the pipeline, interest owed and funding. The
Board requested a cost history and suggested that Board Members meet with Port Blakely
Communities. The Finance Committee will discuss issues raised and report to the Board at
the August Board Meeting.

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

Proposed Amendment No. 1 to the 2004 Budget, Preliminary 2005 Budget and Draft
Financial Policies

The Committee met on August 12 to discuss the proposed 2004 Budget Amendment, the
Preliminary 2005 Budget and draft Financial Policies. Work groups of Member Staff met on
the same matters on August 4, 5, and 11. Additional information has been developed
comparing the Preliminary 2005 Budget to the 2004 Budget and providing additional
information on the activities anticipated in 2005. Demand Share calculations are being
updated and the impacts of proposed Financial Policies are being evaluated using the rate
model.

Financial Advisor Selection

A letter requesting proposals for financial advisor services was sent on August 13. A copy of
the letter was included with the August Board package. Proposals are due September 1 and a
recommendation for appointment will be made to the Board at the September Meeting.

SIGNIFICANT CORRESPONDENCE

Letter to Issaquah Mayor Ava Frisinger dated July 30, 2004 regarding the Asset Transfer MOU
was included with the August Board package

Letter dated August 13, 2004 regarding Financial Advisor proposals was included with the
August Board package

Pollution Control Hearings Board Order Remanding Lake Tapps Water Rights Report of
Examination was included with the August Board package

Letter to Washington Governmental Entity Pool dated August 20, 2004 regarding formation of a
pool for non-profits to lower costs of Public Officials Liability Insurance Umbrella Coverage
was distributed at the meeting

GENERAL MANAGER'S REPORT

A water supply report from Seattle Public Utilities dated August 16, 2004 was available at the
meeting. A consumption chart depicting Cascade Members was printed on the reverse side.

NEW BUSINESS
There was no new business for this meeting.
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ADJOURN
The meeting was adjourned at 5:20 PM.
Board Members signed approved Minutes and checks.

NEXT MEETING DATE

September 22, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments

4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jon Ault, Skyway Water & Sewer District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Ed Cebron

Erin Leonhart
Ron Little
Sheldon Lynne
Judy Nelson
Mike Ruark
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEVUE CITY HALL

Cascade Water

Alliance JANUARY 2004 MEETING
HELD FEBRUARY 18, 2004

EXECUTIVE SESSION

At 3:50 PM the Chair announced an Executive Session not to exceed 45 minutes duration to
discuss acquisition of the Lake Tapps water right.

The Executive Session was adjourned at 4:30 PM.

REGULAR MEETING

The Chair called the Regular Meeting to Order at 4:30 PM. Board Members or Alternate Board
Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Redmond, Sammamish Plateau Water and Sewer District, Skyway Water & Sewer District and
the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda
A motion to approve the Agenda was made by Joe Forkner, seconded by Stanley Stone and

unanimously approved with one item moved to Action Items (Request for Water Supply for
Water District No.1).

B. Approval of Minutes from the Regular Meeting held on December 17, 2003

A motion to approve the Minutes from the Regular Meeting held on December 1, 2003 was
made by Joe Forkner, seconded by Stanley Stone and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the Treasurer's Report for the month ending December 31, 2003 was
made by Joe Forkner, seconded by Stanley Stone and unanimously approved.

ACTION ITEMS
A. Resolution No. 2004-01 — Establishing the Cascade Supply Date

The Interlocal Contract provides for the Board to establish the Cascade Supply Date by
Resolution. Beginning on the Cascade Supply Date, Founding Members receive a Full
Supply Commitment from Cascade and Cascade begins collecting the New Water Surcharge.
For former Seattle Purveyors, Cascade’s Full Supply Commitment begins with the
relinquishment of the Purveyor Contracts (the effective date of the Block Contract). A Full
Supply Commitment requires Cascade to supply a Member’s water needs, as identified in the
Member’s water supply plan, net of Independent Supply and subject to shortages and
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Cascade’s ability to implement its Water Supply Plan. The Cascade Supply Date is January
1, 2004.

A motion to approve Resolution No. 2004-01 was made by Jim Haggerton, seconded by
Stanley Stone and unanimously approved.

. Resolution No. 2004-02 — Authorizing monthly payments pursuant to the 50-Year Declining
Block Water Supply Agreement with the City of Seattle

Section 8.9.C of the Block Contract provides for a monthly payment schedule of the annual
cost of purchasing the Block from Seattle. Payments are due on or before the last day of
each month. Cascade will be receiving monthly invoices from Seattle along with monthly
meter readings for all Points of Delivery. In order to simplify payments, Cascade and Seattle
have agreed on wire-transfer of payments.

A motion to approve Resolution No. 2004-02 was made by Rosemarie lves, seconded by
Mary-Alyce Burleigh and unanimously approved.

. Resolution No. 2004-03 — Authorizing the General Manager to fill two additional Staff
positions

Cascade advertised the availability of a Project Manager/Engineer position and the General
Manager, with assistance from a number of staff from Members, has conducted interviews
with several candidates. The 2004 Budget provides for two additional staff positions,
initially proposed as planner/engineer and account/budget positions. In reviewing the project
needs, it is recommended that the positions be modified to be an engineering project manager
and planning project manager (maintaining the same combined salary ranges as in the
approved budget).

A motion to approve Resolution No. 2004-03 was made by Rosemarie lves, seconded by
Mary-Alyce Burleigh and unanimously approved.

. Consultant Contract with Rick Kirkby

Cascade proposed obtaining the consultant services of Rick Kirkby as a Special Projects
Manager through June 30, 2004. He would be assigned to develop the Tacoma wholesale
purchase contract, work on the acquisition of the Bellevue/Issaquah pipeline and assist in
revising existing agreements (and developing any required new agreements) among Cascade
Members to reflect the transition from Purveyor Contracts to the Block Contract. Payment
for services would be based on hours worked at a rate of $110/hour, with a maximum
contract amount of $55,000. A copy of the consultant contract between Cascade Water
Alliance and Rick Kirkby was included with the Board package.

A motion to authorize the General Manager to execute a consultant contract with Rick
Kirkby was made by Rosemarie Ives (with a request to the General Manager to report
consultant activity to the Board monthly), seconded by Mary-Alyce Burleigh and passed with
a majority vote of 5-2. Joe Forkner and Jim Haggerton voted against the motion, noting a
concern of too many people being hired at one time and a preference for staff representation
of Cascade rather than consultants.

. Consultant Contract with HDR Engineering, Inc.

Cascade solicited proposals from consultant teams for the routing, preliminary design and
environmental analysis for the Tacoma/Eastside Regional Pipeline. Two Proposals were

received in September 2003. Following review of the proposals and interviews with both
teams, the team headed by HDR Engineering, Inc. was selected as most qualified and
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responsive. The price proposal was reviewed and following the execution of the Block
Contract, the scope of work schedule and budget for the project was finalized. The work
scope includes routing and SEPA analysis for the full length of the pipeline (from Tacoma
Pipeline 5 to the Bellevue/lssaquah pipeline). If a wheeling agreement is not reached with
Seattle, the contract would need amendment (in 2005) to include pre-design for the northern
portion of the project. The term for completing the full scope of work is 18 months (through
September 2005). The scope will be undertaken in accordance with the Work Order process
included in the Consultant Contract to manage activities to match funds available in the
Budget. Based on the schedule, it is anticipated that the majority of Route Study, SEPA
analysis and Conceptual Design will be completed in 2004, at a total budget of
approximately $965,000 (including 10% contingency). The 2004 Budget contains $1 million
for this effort. Maximum compensation for the term of the contract is $2 million. A copy of
the Scope of Work and Tasks from HDR Engineering, Inc. was included with the Board
package.

A motion to authorize the Chair and General Manager to execute a consultant contract to
include the Scope of Work and Tasks, schedule and budget provided by HDR Engineering,
Inc. was made by Rosemarie Ives, seconded by Mary-Alyce Burleigh and unanimously
approved.

F. Request for Water Supply from Water District No. 1

The City of Bellevue has negotiated an agreement whereby the City will provide contract
operations to Water District No. 1 for up to 20 years, leading to full assumption of the
District. Under the agreement, Bellevue is to request approval of Cascade to allow the sale
of water to the District. Bellevue has requested Cascade consider such approval (see
Significant Correspondence). New connections will be subject to RCFC charges, estimated
to exceed $450,000.

A motion to approve the request for water supply from Water District No. 1 was made by
Rosemarie lves, seconded by Mary-Alyce Burleigh and unanimously approved. Ms. Ives
requested close monitoring of water supplied to Water District No. 1. Ms. lves also
expressed concern of approving new supplies, noting that Cascade’s first priority is to
Members.

PUBLIC COMMENT
No members of the public in attendance commented.

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

The 50-Year Declining Block Water Supply Agreement between the City of Seattle and
Cascade Water Alliance went into effect on January 1, 2004. January invoices were
distributed to Members in December and funds were received prior to Cascade’s payment to
Seattle on January 30, 2004 (via wire-transfer), in accordance with the Contract. February
invoices have been distributed to Members. Other administrative details of implementing the
Block Contract are being addressed, including meter reading agreements for Skyway/WD
125 and Bellevue/Coal Creek.

Three Management Agreements approved by the Board at the December meeting have been
finalized. Management Agreement No. 4 is under review by Seattle.
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Lake Tapps Project

Puget Sound Energy has officially rejected the FERC license for the White River
Hydroelectric Facility, and as of January 15, 2004, the facility is no longer generating power.
Cascade is continuing to analyze options for obtaining the Lake Tapps water right from
Puget, cooperating with Puget and the Department of Ecology in the appeal process and
conducting settlement discussions with the Muckleshoot and Puyallup Tribes. Efforts related
to valuation of the water right were discussed in the Executive Session.

Puget is currently operating the diversion dam under an interim operating agreement with the
Corp of Engineers, providing fish passage around Mud Mountain Dam. The agreement
covers Federal Fiscal Years 2004 and 2005. Limited Corp funds for interim operations were
available in FY 04. Additional funding for FY 04 and FY 05 are subject to appropriation.
Pierce County, Cascade and Puget are working with the State Delegation to secure additional
appropriation of approximately $2 million. Cascade and its Members have been asked to
provide letters of support for additional appropriation.

Issaquah Review of Cascade Interlocal Contract

The Issaquah City Council has commissioned Carollo Engineers to “evaluate previous
analyses of options for a regional water supply...” and “evaluate the advantages and
disadvantages of two regional water supply options: continued participation in the Cascade
Water Alliance, or leaving the Alliance and becoming a direct wholesale customer of Seattle
Public Utilities.” The consultant will make a preliminary report to the Council on February
23 and final report on March 15. A request was made to Cascade to provide the consultant
with information related to the Interlocal Contract and Cascade rate projections.

A summary of the City’s concerns and potential options for resolution were included with the
Board package.

Request for Water Supply for Union Hill Water Association

Union Hill Water Association has a water supply agreement with the City of Redmond which
expires in 2006. Union Hill has requested an extension of that contract. According to
Cascade’s Interlocal Contract, a Member (Redmond) may not sell water to a non-Cascade
Member (Union Hill) without approval of the Board. (Union Hill is not eligible for Cascade
Membership.) Redmond and Union Hill have requested discussions with Cascade regarding
the availability of water (see Significant Correspondence), and preliminary discussions have
begun. A follow-up meeting is scheduled for March 1. Ron Little requested representatives
from Sammamish Plateau Water and Sewer District be included at future meetings. It was
recommended that this matter be reviewed with the Resource Planning and Finance
Committees following Staff discussions and then a report and Committee recommendation
presented to the Board.

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

The preliminary 2003 year-to-date Budget and Actual Expenditures was included with the
Board package.
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SIGNIFICANT CORRESPONDENCE

* June 24, 2003 letter to the City of Redmond from Union Hill Water Association requesting
an extension of their water services agreement

* August 6, 2003 letter to Cascade from the City of Redmond regarding water supply to Union
Hill Water Association

» December 15, 2003 letter to Cascade from the City of Bellevue requesting water supply for
Water District No. 1

» February 5, 2004 letter to Cascade from the City of Redmond regarding Cascade Supply
Commitment

GENERAL MANAGER'S REPORT

Amendments to the Interlocal Contract are being finalized. Final draft amendments will be sent
to Members for review, and then presented to the Board for consideration. The General Manager
and Michael Ruark are available to attend Member City/District meetings as needed to answer
questions regarding the amendments.

Information regarding Federal and State Funding Opportunities by Northwest Strategies was
included with the Board package.

A report from Men’s Health Magazine regarding a “Water Report Card” which rated water in
major cities across the U.S., was distributed at the meeting.

Approximately 70 registrations have been received to date for Cascade’s Annual Meeting. The
General Manager noted that representatives from the Cities of Bonney Lake, Buckley,
Enumclaw, Sumner, and Tacoma will be in attendance.

Officers (Chair, Vice Chair, and Secretary/Treasurer) and Standing Committee Chairs (Resource
Planning Committee and Membership Committee) are to be appointed at the Annual Meeting to
serve the term 2004-2006. Several Board Members have expressed an interested in these
positions.

A suggestion has been made to establish a regular meeting date for Standing Committees. An
email will be sent with meeting options.

NEW BUSINESS

Rosemarie lves referred to a document from Redmond regarding conservation, which included a
description of conservation work that could be done by Cascade.

Ms. Ives also announced that she may transition off the Board to concentrate on other
responsibilities as Mayor of Redmond. There are Councilmembers interested in representing
Redmond who are being briefed on the significant issues. A formal change in appointment will
come from the City Council.

Jim Haggerton announced that U.S. Senator, Patty Murray, will be speaking at the City of
Tukwila’s Community Center at 10:00 AM on February 19.

ADJOURN

Motion to adjourn the meeting was made by Joe Forkner, seconded by Rosemarie Ives and
unanimously approved at 5:50 PM.

Board Members signed approved Resolutions and Minutes. Checks were previously approved
and signed by the Chair on January 26.
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NEXT MEETING DATE

FEBRUARY 27, 2004 - ANNUAL MEETING - MEYDENBAUER CENTER

11:00 AM — Registration
11:45 AM - Luncheon
2:00 PM - Business Meeting

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Rosemarie lves, City of Redmond

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

Jim Haggerton, City of Tukwila

Staff Present:
Michael Gagliardo, General Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin
Richard Cuthbert
Phil Evans

Tom Harmon
Nancy Hughes
Erin Leonhart
Ron Little
Sheldon Lynne
Brad Miyake
Jim Robertson
Mike Ruark

Mr. Stokesman
Scott Thomasson
Bob Trimball
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD OFFICE PARK

Cascade Water
Alliance MARCH 24, 2004

ROLL CALL

The Grant Degginger, Chair, called the meeting to order at 4:00 PM. Board Members or
Alternate Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland,
the City of Redmond, Sammamish Plateau Water and Sewer District, Skyway Water & Sewer
District and the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

A motion to approve the Agenda was made by Joe Forkner, seconded by Mary-Alyce
Burleigh and unanimously approved with one item added to Action Items (the Memorandum
of Understanding with Puget Sound Energy, Inc.).

B. Approval of Minutes from the Regular Meeting held on February 18, 2004 and the Annual
Meeting held on February 27, 2004

A motion to approve the Minutes from the Regular Meeting held on February 18, 2004 and
the Annual Meeting held on February 27, 2004 was made by Joe Forkner, seconded by
Mary-Alyce Burleigh and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the Treasurer's Report for the month ending February 29, 2004 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

ACTION ITEMS

A. Resolution No. 2004-05 — Adopting a schedule of regular monthly Standing Committee
Meetings

Establishing a regular monthly meeting date and time for Standing Committees will make
attendance more manageable. Based on a poll of Board Members, Alternate Board Members
and Member Staff, it is proposed that a regular monthly meeting of the Standing Committees
be held on the second Thursday of each month from 3:00 PM - 5:00 PM at the Cascade
office.

A motion to approve Resolution No. 2004-05 was made by Mary-Alyce Burleigh, seconded
by Jim Haggerton and unanimously approved.

B. Amendment No. 5 to the Memorandum of Understanding with Puget Sound Energy Inc.

The Letter of Intent with Puget Sound Energy, Inc. extended the term of the Memorandum of
Understanding (MOU) to March 31, 2004. The water rights appeal is scheduled to be heard
before the Pollution Control Hearings Board in October, and a decision may not be made
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before the end of the year. Therefore, the Resource Planning Committee recommended an
extension of the MOU to March 31, 2005. A copy of Amendment No. 5 was distributed at
the meeting.

A motion to approve Amendment No. 5 was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Seattle Public Utilities Projects

Cascade and Seattle are scheduled to meet on March 30 to begin discussions of a “wheeling”
agreement.

A discussion took place regarding water supply commitments from Cascade, and a request
was made to include Member Independent Supply Commitments on the Agenda for the April
Board Meeting.

Tacoma Wholesale Agreement and Pipeline Project

Negotiations have begun to draft a Wholesale Water Purchase Agreement with the City of
Tacoma. The Agreement in Principal provides the basic outline of terms and conditions.
Contract drafting has been initiated. Tacoma and Cascade Member Staff will meet to discuss
Cascade demand and Tacoma availability. Tacoma indicates it will have all the required
improvements to the Howard Hansen dam completed and capable of providing water to
Cascade by 2008.

Cascade and its consultant team met to “kick-off” the Tacoma Pipeline project on April 1.
Workshops to identify routing issues have been scheduled for April 8 and 22. Project
meetings will be held weekly.

Lake Tapps Project

Representatives from Pierce County, Cascade and Puget Sound Energy (Puget) met with
members of the State Congressional Delegation in Washington, DC on March 3 and 4 to
request appropriation to support Corp. of Engineers fish passage operations at the White
River diversion dam. An interim operating agreement between the Corp. and Puget was
signed in December 2003 providing for Puget to continue operations through September 30,
2005, with Corp. funding. The Corp. did not have sufficient funds available in the 2004
budget and, as this is a new development, did not budget for this operation in 2005. A
request for additional appropriation was necessary. The Delegation was very supportive and
final appropriation language is being prepared.

Issaguah’s Review of Cascade Interlocal Contract

Issaquah’s City Council had selected a consultant to review water supply options after a
possible future shortage was discovered. The consultant made its final report to the
Committee of the Whole on March 23. The City requested input from Cascade’s Board on
two options: 1) reducing Issaquah’s independent supply (from 4.2 mgd to 3.5mgd), or 2)
request additional water from Seattle (1 million gallons). Following a discussion of these
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options, it was the consensus of the Board that Cascade would be willing to negotiate
purchase of additional water from Seattle.

Issaquah has scheduled a special Committee of the Whole meeting on March 30 to further
discuss the matter. Final Council action will be taken at the regular Council meeting on
April 5 or 19.

Request for Water Supply for Union Hill Water Association

Union Hill’s request for water service was discussed during a meeting with the Association,
Redmond and Sammamish Plateau Water & Sewer District on March 1. A number of
options were identified. The Board directed the Resource Planning Committee to review the
options and make a recommendation to the Board.

B. Membership Committee
No specific report was presented.
C. Finance Committee
Proposed Amendments to the Interlocal Contract

Proposed amendments to the Interlocal Contract have been distributed, and a number of
Members have raised questions related to Cascade’s long-term financing plans. Additional
information is being collected and a meeting is being scheduled to discuss these issues. Once
these matters are resolved, the proposed Amendments will be presented to the Board for
consideration.

Expiration of Advance Ruling Period Regarding Tax Exempt Status

In 2000, Cascade received its designation as an organization described under section 501(c)
(3) of the Internal Revenue Code. As a new organization, the IRS did not make a final
determination as to Cascade’s foundation status under section 509(a). The advance ruling
indicated that it was expected that Cascade would be a publicly supported organization under
section 509(a) (2). The advance ruling period expired on December 31, 2003 and Cascade
will file Form 8734 in support of the advance ruling and to support that Cascade is a publicly
supported organization and not a private foundation. A copy of the completed Form 8734
was included with the March Board package.

SIGNIFICANT CORRESPONDENCE
There was no significant correspondence for this meeting.

GENERAL MANAGER'S REPORT

The General Manager introduced new staff members: Dennis Fields, Engineering Projects
Manager; Michael Brent, Water Resources Manager; and Rick Kirkby, consultant for special
projects through June 30.

The General Manager also announced that Cascade’s 2004 Annual Meeting was a success, with
91 attendees. Several compliments were received on the event.

NEW BUSINESS

Ron Little informed attendees that the Sammamish Plateau Water & Sewer District may request
the City of Redmond to “wheel” water to its Cascade View service area, and requested that
discussions begin on “wheeling” agreements. The General Manager stated that “wheeling” will
be discussed at Cascade’s Member Staff meeting on March 29.
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EXECUTIVE SESSION

At 4:33 PM the Chair announced an Executive Session not to exceed one hour for a report on

pending litigation.

The Executive Session adjourned and the regular meeting reconvened at 5:20 PM.

ADJOURN
The meeting was adjourned at 5:20 PM.

Board Members signed approved Resolutions, Minutes and checks.

NEXT MEETING DATE

April 28, 2004 — Bellefield Conference Center — Training Room

3:30 PM - Roundtable discussions and refreshments

4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Bill Conley, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland
Rosemarie lves, City of Redmond

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

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Ed Cebron

Rick Kirkby
Erin Leonhart
Ron Little
Sheldon Lynne
John Marchione
Brad Miyake
Judy Nelson
Mike Ruark
Scott Thomasson
Lloyd Warren
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APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance DECEMBER 15, 2004

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 Redmond, Sammamish Plateau Water and Sewer District, Skyway
Water and Sewer District and the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

A 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 November 17, 2004

A motion to approve the Minutes from the Regular Meeting held on November 17, 2004 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

C. Approval of the revised Treasurer’s Report

A motion to approve the revised Treasurer's Report for the month ending November 30, 2004
was made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

ACTION ITEMS

A. Resolution No. 2004-18 for the purpose of adopting an Amended and Restated Interlocal
Contract

Proposed amendments to the Interlocal Contract have been prepared and reviewed. The
amendments establish Cascade as a watershed management partnership and provide
structures and principles for financing, borrowing and securing debt. Adoption of
amendments to the Interlocal Contract requires a 65% Dual Majority VVote of the Board and
ratification within 120 days (April 14, 2005) by a 65% (measured by Dual Majority) of
Members’ legislative authorities.

A motion to adopt Resolution No. 2004-18 was made by Jim Haggerton, seconded by
Stanley Stone and unanimously approved. It was noted that the amendments dated
December 15, 2004, distributed via email on December 14 was the version adopted.

B. Resolution No. 2004-19 for the purpose of supporting the concept of a community
environmental education center at the Brightwater Wastewater Treatment Facility

An organization of educators is working to generate support for a community environmental
education center in conjunction with the proposed Brightwater Wastewater Treatment
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Facility. The group is seeking endorsements of the concept from public and private entities.
Additional information was included with the December Board package.

A discussion ensued regarding the project. The Board agreed that a community
environmental education center is an excellent venture in this case, however, endorsement of
a specific project should be considered by Cascade’s individual Members.

. Consulting Contract for Financial Consulting Services Group, Inc.

Cascade received consulting services related to financial, organizational and institutional
issues from Financial Consulting Services Group, Inc. (FCSG) during 2004. The service
provided by FCSG has been excellent. FCSG rates for 2005 were included with the Board
package.

A motion to authorize the General Manager to execute a Consultant Contract with FCSG for
the period January 1, 2005 through December 31, 2005 with a maximum compensation
amount of $145,000 was made by Joe Forkner, seconded by Mary-Alyce Burleigh and
unanimously approved.

. Consultant Contract for Benson & McLaughlin

Cascade received accounting, audit and tax return preparation services from Benson &
McLaughlin during 2004. The service provided by Benson & McLaughlin has been
excellent. Benson & McLaughlin rates for 2005 were included with the December Board
package.

A motion to authorize the General Manager to execute a Consultant Contract with Benson &
McLaughlin for the period January 1, 2005 through December 31, 2005 with a maximum
compensation amount of $26,000 was made by Joe Forkner, seconded by Mary-Alyce
Burleigh and unanimously approved.

. Retention of Inslee Best Doezie & Ryder

Cascade received general legal services from Inslee Best Doezie & Ryder in 2004. The
service provided by Inslee Best Doezie & Ryder has been excellent. Inslee Best rates for
2005 remain the same as 2004.

A motion to continue to retain Inslee Best Doezie & Ryder as legal council under the terms
of the May 19, 1999 Conditions of Service Agreement was made by Joe Forkner, seconded
by Mary-Alyce Burleigh and unanimously approved.

. Retention of Foster Pepper & Shefelman, PLLC

Cascade utilized Foster Pepper & Shefelman, PLLC as litigation and financial council in
2004. The service provided by Foster Pepper & Shefelman, PLLC has been excellent.
Foster Pepper rates for 2005 were included with the December Board package.

A motion to continue to retain Foster Pepper Shefelman, PLLC as litigation and financial
council under the terms of the May 14, 2003 and July 29, 2003 Engagement of Services
letters was made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously
approved.

. Retention of Buck and Gordon LLC

Cascade utilized Buck and Gordon LLC to provide real estate and environmental assessment
services in 2004. The service provided by Buck and Gordon LLC has been excellent. Buck
and Gordon rates for 2005 are the same as 2004.
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A motion to continue to retain Buck and Gordon LLC as real estate and environmental
assessment council under the terms of the November 12, 2004 Engagement of Services letter
was made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.
STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Water Resources Planning

A revised draft Memorandum of Understanding (MOU) on Water Resource and Supply
Planning between Cascade and King County was discussed (the initial draft was distributed
at the October Board Meeting). The draft MOU will be reviewed by the Resource Planning
Committee and a final MOU is expected to be ready for Board consideration at the January
2005 Meeting. The MOU provides for Cascade and King County to participate
collaboratively in water resource and supply planning as it relates to issues of mutual interest.

Two meetings to brief Utilities in the region have been held. Representatives of King County
and Cascade have also discussed the concept with the Central Puget Sound Regional Water
Supplier’s Forum. Joe Forkner requested a summary of the issues raised at these briefings.

Cascade staff, Member staff and the consultant team have been working on the Cascade
Transmission and Supply Plan. An initial working draft will be available for Member staff
and Committee review in January 2005.

Seattle Public Utilities Projects

No specific report.
Tacoma Wholesale Agreement and Pipeline Project

No specific report.
Lake Tapps Project

The status of the Lake Tapps water rights acquisition was discussed in the Executive Session.

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

Revised draft Financial Policies have been distributed to the Committee for review and will
be provided to the Board for consideration in early 2005.

GENERAL MANAGER’S REPORT

The General Manager welcomed David Knight, the newly appointed Alternate Board Member
for Covington Water District.

The General Manager reviewed a memorandum to the Board which was distributed at the
meeting regarding a Board Retreat. An email will be sent to coordinate a date. Members were
encouraged to contact Cascade with suggestions for a facilitator, meeting dates, locations and
topics for discussion.

A Document listing conservation activities for December 2004 and a water consumption chart
for Cascade Members was distributed with the December Board package.
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EXECUTIVE SESSION

At 4:45 PM the Chair announced an Executive Session to last approximately one hour to discuss
the status of the Lake Lapps water rights acquisition.

The Executive Session was adjourned at 5:50 PM.

ADJOURN

A motion to adjourn was made by David Knight, seconded by Joe Forkner and the meeting was
adjourned at 5:50 PM.

Board Members signed approved Resolutions, Minutes and checks.

NEXT MEETING DATE
January 26, 2005 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors
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ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jon Ault, Skyway Water & Sewer District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Margaret Ales
Alison Bennett
Pat Brodin

Joel Gordon
Richard Kirkby
Erin Leonhart
Ron Little
Sheldon Lynne
Brad Miyake
David Monthie
Judy Nelson
Mike Ruark
Scott Thomasson
Stacy VanNormay
Lloyd Warren

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance NOVEMBER 17, 2004

ROLL CALL

Grant Degginger, Chair, called the meeting to order at 3:33 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Kirkland, the City of
Redmond, Sammamish Plateau Water and Sewer District, Skyway Water and Sewer District and
the City of Tukwila were present, constituting a quorum.

CONSENT ITEMS
A. Approval of Agenda

A 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 October 27, 2004

A motion to approve the Minutes from the Regular Meeting held on October 27, 2004 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the Treasurer's Report for the month ending October 31, 2004 was
made by Joe Forkner, seconded by Mary-Alyce Burleigh and unanimously approved.

ACTION ITEMS

A. Resolution No. 2004-16 authorizing execution of agreements implementing the acquisition of
the Issaquah Pipeline

The Resolution authorizes the Chair to execute a Pipeline Acquisition Agreement with the
City of Issaquah and a Loan Agreement with the Sammamish Plateau Water & Sewer
District and authorizes the General Manager to execute a Pipeline Operations Agreement and
Franchise Agreement with the City of Issaquah and other agreements as necessary to
implement the acquisition of the water pipeline.

Several meetings have taken place with Member Staff to resolve details of the acquisition
and all parties were satisfied with the results. A meeting to set the closing date and discuss
logistics of closing is scheduled for December 19.

A motion to approve Resolution No. 2004-16 was made by Joe Forkner, seconded by Stanley
Stone and unanimously approved.
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B. Resolution No. 2004-17 providing for transfer of the Purveyor Balance Account

Allows amounts paid to Seattle for transition conservation rebates to be distributed among
Members in proportion to the amount of New Water received in 2003 and deducted from
each Member’s Purveyor Balance Account amount. The Resolution was distributed at the

meeting.

A motion to approve Resolution No. 2004-17 was made by Joe Forkner, seconded by Jon

Ault and unanimously approved.

EXECUTIVE SESSION

At 3:45 PM the Chair announced an Executive Session to last approximately one hour to consult
with counsel on acquisition of the Lake Tapps Water Rights, confidential settlement discussions
with the Puyallup Tribe of Indians and the Muckleshoot Indian Tribe, and contract negotiations

with Seattle Public Utilities and Tacoma Water.
The Executive Session was adjourned at 5:05 PM.

ADJOURN
The meeting was adjourned at 5:05 PM.
Board Members signed approved Resolutions, Minutes and checks.

NEXT MEETING DATE
December 15, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

John Marchione, City of Redmond

Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jon Ault, Skyway Water & Sewer District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager
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Others Present:
Alison Bennett
Pat Brodin

Ed Cebron
Richard Cuthbert
Richard Kirkby
Erin Leonhart
Ron Little
Sheldon Lynne
David MacDuff
Brad Miyake
Mike Ruark
Scott Thomasson
Stacy VanNormay

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS
MINUTES

BELLEFIELD CONFERENCE CENTER

Cascade Water
Alliance SEPTEMBER 22, 2004

ROLL CALL

Stanley Stone, Vice Chair, called the meeting to order at 3:40 PM. Board Members or Alternate
Board Members from the City of Bellevue, the City of Issaquah, the City of Redmond,
Sammamish Plateau Water and Sewer District and the City of Tukwila were present, constituting
a quorum.

EXECUTIVE SESSION

At 3:42 PM the Chair announced an Executive Session not to exceed 45 minutes to consult with
council on the terms and conditions of the acquisition of the Bellevue/Issaquah Regional
Pipeline, terms and conditions of the acquisition of the Lake Tapps Water Rights and
confidential settlement discussions with Puget Sound Energy, Inc. and the Puyallup Indian Tribe.

The Executive Session was adjourned at 4:49 PM.

REGULAR MEETING

The Vice Chair called the regular meeting to order at 4:49 PM. A motion to authorize Board
Members to discuss confidential information from the Executive Session with elected officials of
their respective jurisdictions as outlined in Resolution No. 2004-10 was made by Joe Forkner,
seconded by Mary-Alyce Burleigh and unanimously approved. (???)

CONSENT ITEMS
A. Approval of Agenda

A motion to approve the Agenda was made by Joe Forkner, seconded by Jim Haggerton and
unanimously approved.

B. Approval of Minutes from the Regular Meeting held on August 25, 2004

A motion to approve the Minutes from the Regular Meeting held on August 25, 2004 was
made by Joe Forkner, seconded by Jim Haggerton and unanimously approved.

C. Approval of Treasurer’s Report

A motion to approve the revised Treasurer's Report for the month ending August 31, 2004
was made by Joe Forkner, seconded by Jim Haggerton and unanimously approved.

ACTION ITEMS
A. Bellevue/lssaquah Regional Pipeline Acquisition

Cascade and the City of Issaquah entered into an Asset Transfer Memorandum of
Understanding in June 2004, which provides for Issaquah to transfer to Cascade the 24-inch
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water main between Bellevue and Issaquah (the Pipeline). In order to complete this transfer
Issaquah must obtain apportion of the capacity in the Pipeline from Port Blakely
Communities, Inc. (PBC). Terms for this acquisition are contained in the Regional Water
Supply Design and Facility Extension Agreement between Issaquah and PBC. Cascade will
reimburse Issaquah for the cost of acquiring the excess capacity from PBC. Cascade has
received a proposal from PBC which provides for acquisition of the excess capacity at terms
more favorable than in the Facility Extension Agreement.

A motion to authorize the General Manager to respond to the offer for purchase of excess
pipeline capacity received from Port Blakely Communities, Inc. was made by Joe Forkner,
seconded by John Marchione and unanimously approved.

B. Appointment of a Financial Advisor

Cascade received proposals from Public Financial Management, Inc. and A. Dashen &
Associates/Susan Musselman, Inc. in response to its request for financial advisory services.
The Finance Committee reviewed the proposals and interviewed both proposers on
September 17. Following the interviews, the Committee will prepare a memorandum for the
Board containing its recommendation for appointment of a financial advisor.

REQUESTED ACTION: Authorize the Chair and General Manager to finalize and execute
a contract for the financial advisor as recommended by the Finance Committee.

C. Resolution 2004-12 for the purpose of adopting the Regional Capital Facilities Charge for
2005

The RCFC Methodology provides that the RCFC Charge is established annually (in
conjunction with the development and adoption of the Cascade budget) by resolution of the
Board. The RCFC may be adjusted annually by the ENR Construction Cost Index, though it
must be fully recalculated at least every five years. The Cascade capital program will likely
change significantly based on activities to be completed during the remainder of 2004 and
early 2005, such as reaching an agreement with Puget Sound Energy, Inc. on the acquisition
of the Lake Tapps Water Rights and finalizing routing for regional pipelines. Therefore, it is
recommended that the 2004 RCFC of $2,088/CERU be adjusted by the ENR Construction
Cost Index (July 2003-July 2004) of 6.4%, resulting in an RCFC Charge effective January 1,
2005 of $2,222/CERU.

REQUESTED ACTION: Approval of Resolution No. 2004-12.
PUBLIC COMMENT
No members of the public in attendance commented.

STANDING COMMITTEE REPORTS
A. Resource Planning Committee
Seattle Public Utilities Projects

Cascade and Seattle Public Utilities (SPU) continue to discuss basic principles related to
utilizing the Seattle Transmission System to deliver water purchased from Tacoma to
Cascade Members. Key issues being discussed include certain assurances of limited water
sources requested by SPU and pricing principles.

Tacoma Wholesale Agreement and Pipeline Project
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Cascade and Tacoma Water have exchanged pricing concepts for wholesale water purchase
and will meet to discuss these concepts. Options for pricing will be reviewed with the
Resource Planning and Finance Committees.

Lake Tapps Project

The Committee, sub-committee and staff continue to review the proposed terms and
conditions for acquisition of the Lake Tapps Water Rights contained in the draft letter
agreement received from Puget, and to develop Cascade’s response.

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

Preliminary 2005 Budget

The Committee and staff continue to refine the Preliminary 2005 Budget. A memorandum
describing the current status of the budget and resultant rates and charges for 2005 is
included in the Board package. An outline of the proposed water conservation program (and
budget) for 2005 will be provided at the Meeting.

SIGNIFICANT CORRESPONDENCE

GENERAL MANAGER'S REPORT

Public Officials Liability Insurance — Cascade received a quote (included in the Board package)
for Public Officials Liability and Employment Practices Liability Insurance through US Liability
Insurance Company. Coverage limits are:
» Professional Liability $5 million each loss
$5 million aggregate
$0 deductible
» Employment Practices $5 million each loss
$5 million aggregate
$0 deductible
With policy and brokerage fees, the total annual premium is $6,755. Cascade’s current annual
premium is $4,281 for $1 million limit 9 (with $5,000 Public Officials and $500 Employment
Practices deductibles). The quote expires November 13, 2004. Our broker indicated that
adoption of the policy prohibiting harassment in the workplace facilitated receiving a quote for
additional insurance. The General Manager will complete the application for the Chair’s
signature.

Cascade was informed that alternative dates in February 2005 have become available at the
Meydenbauer Center. Following a poll of the Board, the 2005 Annual Meeting has been
rescheduled for Tuesday, February 8, 2005.

NEW BUSINESS
There was no new business for this meeting.
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ADJOURN
The meeting was adjourned at 5:20 PM.
Board Members signed approved Minutes and checks.

NEXT MEETING DATE
September 22, 2004 — Bellefield Conference Center — Training Room

3:30 PM — Roundtable discussions and refreshments
4:00 AM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Joe Forkner, City of Issaquah

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Lloyd Warren, Sammamish Plateau W&S District
Jon Ault, Skyway Water & Sewer District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Dennis Fields, Engineering Projects Manager
Michael Brent, Water Resources Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Ed Cebron

Erin Leonhart
Ron Little
Sheldon Lynne
Judy Nelson
Mike Ruark
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Stanley Stone, Vice Chair
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