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C

WATER ALLIA

MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

E BELLEVUE CITY HALL
NCE JuLy 26, 2006

ROLL CALL

At 3:40 PM Jim Haggerton, Secretary/Treasurer, called the meeting to order. 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
guorum. Grant Degginger joined the meeting at 3:43 PM and assumed the responsibilities of
Chair.

CONSENT ITEMS

A.
B.
C.

Approval of Agenda
Approval of Minutes from the Regular Meeting held on June 28, 2006
Approval of the revised Treasurer's Report

A motion to approve the consent items was made by Mary-Alyce Burleigh, seconded by
John Ault and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A.

Consideration of extension of consultant contract with Richard Kirkby

The termination date of the consultant contract with Richard Kirkby is July 31, 2006. The
maximum compensation amount has not been reached, and additional work can be done
related to the tasks in the scope of work.

A motion to authorize the General Manager to execute an extension of the consultant
contract with Richard Kirkby to December 31, 2006 was made by Jim Haggerton, seconded
by Mary-Alyce Burleigh and unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS

A. Executive Committee

The Executive Committee reviewed an outline of the proposed scope of work for the Climate
Change analysis to be performed through the Regional Water Supply Planning Process.
Cascade’s contribution of $50,000 to support this effort was approved, based on this review.
Further discussions are taking place within work groups.

Resource Planning Committee

The Committee focused on the Regional Water Supply Planning Process and Cascade’s
long-term conservation program. Conservation Policy Issues are being prepared for review
with Member Staff and discussion at the August Board Meeting.
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C. Membership Committee
No specific report.
D. Finance Committee

The Committee is working to develop the preliminary 2007 Budget and Rates and Charges
for consideration by the Board. The preliminary 2007 Budget will be presented at the
August Board Meeting and final Budget will be presented for adoption at the October
Meeting.

A revised format for the 2007 Budget was distributed and discussed at the meeting. A
proposed amendment to the 2006 Budget is also being developed using the revised format.
Notebooks will be supplied with Budget information for easy reference.

A memorandum from FCSG was included with the July Board package which outlined
issues related to the 2007 RCFC and potential alternatives. A discussion ensued regarding
construction costs and capital projects, and a presentation of these issues was requested
for the August Board Meeting.

A memorandum of budget workgroup meetings and a template for an expanded monthly
Treasurers Report were included with the July Board package and discussed at the
meeting.

A 2006 year-to-date summary was distributed at the meeting.
E. Public Affairs Committee

The Committee continues its outreach efforts with key interest groups, including Chambers
of Commerce and State Legislators. The summer/fall 2006 outreach program will focus on
events such as the issuance of the Lake Tapps water rights, completion of the Lake Tapps
acquisition agreement with Puget, settlement agreements and progress of the Tacoma-
Cascade Regional Pipeline. The Committee is discussing a fall “event” to mark these
activities.

Grant Degginger has been invited to speak at the US Conference of Mayors’ Urban Water
Summit in Santa Barbara, California in September.

GENERAL MANAGERS REPORT

Steven Call has accepted the position of Director of Finance. His first official day with Cascade
will be August 1. He has already participated in meetings preparing the 2007 Budget.

The monthly Conservation Activities Report and Demand Summary were distributed at the July
Board Meeting.
NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 4:20 PM the Chair announced an Executive Session to last approximately 40 minutes to
consult with counsel regarding acquisition of property and confidential settlement discussions.

At 5:00 PM the Executive Session was extended an additional 15 minutes.

The Executive Session was adjourned and the regular meeting reconvened at 5:15 PM.

REGULAR MEETING
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A motion was made by John Marchione, seconded by Mary-Alyce Burleigh and unanimously
approved as follows: The General Manager is authorized to negotiate the purchase of real

property for right-of-way for the Tacoma-Cascade Pipeline as follows:

1. In conjunction with advice from the appraiser, real estate counsel, general counsel and
an Executive Committee of the Board, the General Manager shall be authorized to:
a. prepare and present offers not to exceed 115% in excess of the appraised price;

and

b. include non-economic terms as authorized by the Executive Committee of the

Board; provided that

2. All offers shall be made subject to Board approval and any agreement to purchase real

property must have the prior approval of the Board.

ADJOURN

The meeting was adjourned at 5:17 PM.

Board Members signed approved minutes and checks.

NEXT MEETING DATES
The next regular meeting will be held:

August 23, 2006
3:15 PM — Roundtable discussions and refreshments

3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, 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
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:
Al Aldrich

Alison Bennett
Pat Brodin
Steven Call

Dick Dorsett
Tom Harmon
Erin Leonhart
Ron Little
Sheldon Lynne
Dan McDonald
Ed Oberg

Dan Olson

Nav Otal

Betty Spieth
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘ MINUTES
VA\
C E BELLEVUE CITY HALL
N

WATER ALLIANCE AUGUST 23, 2006

ROLL CALL

At 3:34 PM Lloyd Warren, Vice Chair called the meeting to order. 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. Jon Ault joined the meeting at 3:35 PM,
representing Skyway Water and Sewer District.

CONSENT ITEMS

A. Approval of Agenda
B. Approval of Minutes from the Regular Meeting held on July 26, 2006
C. Approval of the revised Treasurer’'s Report

A motion to approve the consent items was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A. Resolution No. 2006-11 for the purpose of adopting the Regional Capital Facilities Charge
for 2007

The Regional Capital Facilities Charge (RCFC) for 2007 represented a significant increase
over the 2006 RCFC. The Finance Committee reviewed a humber of options for
establishing the 2007 RCFC. The options were noted in a memorandum from the Director
of Finance regarding the 2007 RCFC Charge which was included with the August Board
package. Also included was a memorandum from Ed Cebron with FCS Group regarding
Derivation of 2007 Member Charges. The recommendation of the Finance Committee was
to establish the 2007 RCFC at the fully recalculated amount of $5,297/CERU, effective
January 1, 2007.

A motion to approve Resolution No. 2006-11 was made by Jim Haggerton, seconded by
David Kappler and unanimously approved.

A discussion followed regarding construction inflation, scoping and project costs.

B. Authorization of payments due under the Agreement for Sale of Wholesale Water between
the City of Tacoma and Cascade Water Alliance

Section 9.5 and 9.6 of the Agreement for the Sale of Wholesale Water between the City of
Tacoma and Cascade provides for payment of Tacoma System Development Charges
(SDC) and Capacity Reservation Fees (CFC). In accordance with these sections, 20% was
paid in February 2006 with the balance due in annual installments and interest calculated at
the prime rate minus 2%.
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Anticipating that the prime rate would continue to increase over time, Cascade included
funds in its 2006 Water System Revenue Bond issue to prepay the outstanding SDC and
CFC amounts to Tacoma if conditions were favorable. The Finance Committee reviewed an
analysis from FCS Group recommending full prepayment as soon as possible and concurs
in the recommendation. The memorandum from FCS Group regarding Tacoma Public
Utilities Note Analysis was included with the August Board package.

A motion to authorize the Treasurer and General Manager to prepay the outstanding
Tacoma System Development Charges and Capacity Reservation Fees in accordance with
Section 9.7 of the Agreement for the Sale of Wholesale Water between the City of Tacoma
and Cascade was made by Jim Haggerton, seconded by Jon Ault and unanimously
approved.

C. Consideration of an amendment to the service agreement with Langton/Spieth LLC

The current service agreement between Langton/Spieth LLC and Cascade provides for the
consultant to bill Cascade based on an hourly accounting of activities. Langton/Spieth has
requested that the agreement be amended to provide for billing on a flat monthly fee basis.
The Public Affairs Committee reviewed the request and recommends amending the
agreement through December 2006. The Committee will review its needs and the
agreements with all consultants providing services related to Committee activities and make
a recommendation to the Board for 2007.

A motion to authorize the General Manager to execute an amendment to the Service

Agreement with Langton/Spieth LLC to include compensation at a flat monthly fee of

$10,000 and a termination date of December 31, 2006 was made by John Marchione,
seconded by Jim Haggerton and unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS
A. Executive Committee

The Executive Committee authorized the General Manager to expand the scope of the
Letter of Engagement with Foster Pepper & Shefelman PLLC to include research and
analysis of constitutional issues related to potential litigation of SESSHB 1338. The effort is
expected to cost approximately $10,000 and will be conducted in coordination with other
efforts of utilities participating in the Washington Water Utility Council (WWUC) and subject
to a joint defense agreement to be reviewed and approved by Cascade’s General Council.

The Board established a process for negotiation and purchase of property for right-of-way at
the August Board Meeting. Further discussion with the technical consultant and real estate
counsel took place in the Executive Session, and a motion was made after the Regular
Meeting reconvened. (See Regular Meeting.)

B. Resource Planning Committee

The Committee continues to prepare the discussion paper for Cascade’s long-term
conservation program and follow and coordinate input to the regional planning process.

The Pipeline Work Group and Member staff have recommended that two work scopes and
budgets be prepared for review by the Committee:

1. The first work scope is for the consolidated SEPA review of the Tacoma-Cascade
Pipeline. The original consultant scopes anticipated separate SEPA processes. The
combined review has been authorized and the Committee will review the scope and
any budget adjustments. A recommendation will be made at the September Board
Meeting.
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2. The second work scope is to accelerate submitting of applications for the long lead
permits required for the North Segment of the Tacoma-Cascade Pipeline. The
Committee will review the scope and any budget adjustments, and a
recommendation will be made at the September Board Meeting.

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

The Committee developed the Preliminary 2007 Budget and Rates and Charges. A
memorandum from the General Manager and Director of Finance was included with the
September Board package that provides a fund-by-fund budget and supporting
documentation. The final 2007 Budget and Rates and Charges will be presented to the
Board for adoption in October.

A discussion ensued regarding the showerhead replacement fund, preliminary estimated
charges from Seattle Public Utilities, additional Cascade Staff and proposed bond issuance.

E. Public Affairs Committee

The Committee continues its outreach efforts with key interest groups, including Chambers
of Commerce and State Legislators. The summer/fall 2006 outreach program will focus on
events such as the issuance of the Lake Tapps water rights, completion of the Lake Tapps
acquisition agreement with Puget, settlement agreements and progress on the Tacoma-
Cascade Regional Pipeline. The Committee is discussing a fall “event” to mark these
activities.

Board Members were invited to the public SEPA Scoping Meetings regarding the Tacoma-
Cascade Pipeline to be held on September 13 and 14. A SEPA Scoping Meeting for
government agencies and tribes will be held September 14 along with a bus tour of
proposed routes.

The revised web site is in the final review phase before going “live.”

GENERAL MANAGERS REPORT

The monthly Conservation Activities Report and Demand Summary were distributed at the
August Board Meeting.

The General Manager reported on a recent phone conversation with Jay Manning, Director of
Washington State Department of Ecology. Director Manning relayed concerns raised by the
City of Auburn regarding their future water supply. Director Manning was assured that Cascade
has discussed future water supply issues with Auburn and is willing to continue discussions of
options, including Cascade Membership. Don Davidson was also contacted by Director
Manning.

NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 4:30 PM the Chair announced an Executive Session to last approximately 1 hour to consult
with counsel regarding acquisition of property and confidential settlement discussions.

At 5:30 PM the Executive Session was extended an additional 10 minutes.

The Executive Session was adjourned and the regular meeting reconvened at 5:40 PM.
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REGULAR MEETING

A motion was made by Don Davidson and seconded by John Marchione, to repeal the following
motion made and approved at the Board Meeting held on July 26, 2006:

The General Manager is authorized to negotiate the purchase of real property for right-
of-way for the Tacoma-Cascade Pipeline as follows:

1.

2.

In conjunction with advice from the appraiser, real estate counsel, general
counsel and an Executive Committee of the Board, the General Manager shall be
authorized to:
a. prepare and present offers not to exceed 115% in excess of the
appraised price; and
b. include non-economic terms as authorized by the Executive Committee of
the Board; provided that
All offers shall be made subject to Board approval and any agreement to
purchase real property must have the prior approval of the Board.

The following motion was made by Don Davidson, seconded by John Marchione and
unanimously approved:

The General Manager is authorized, in conjunction with advice from the appraiser, the
real estate committee, general and special counsel, and the Executive Committee of the
Board, to:

ADJOURN

1.

Prepare, present offers and enter into agreements for the purchase of real
property and real property interests, including non-economic terms, as authorized
by the Executive Committee; provided, that any agreement to purchase real
property or real property interests must be subject to Board ratification and any
closing shall have the prior approval of the Board; and

Make a non-refundable payment pursuant to a written option agreement securing
to Cascade an unconditional right to purchase a specified parcel of real property
or a specified real property interest, the amount of such option payment not to
exceed ten thousand dollars ($10,000.00) which will be applied to the total
purchase price at closing.

The meeting was adjourned at 5:50 PM.

Board Members signed approved minutes, Resolutions and checks.

NEXT MEETING DATES
The next regular meeting will be held:

September 27, 2006
3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

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

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Steven Call, Director of Finance

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

Others Present:
Al Aldrich

Joel Gordon
Tom Harmon
Bob King

Erin Leonhart
Ron Little

Dan McDonald
Nav Otal

Mike Ruark
Betty Spieth
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘ MINUTES
VA\
C E BELLEVUE CITY HALL
N

WATER ALLIANCE JUNE 28, 2006

ROLL CALL

At 3:30 PM Lloyd Warren, Vice Chair, called the meeting to order. 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
The following motions were made to amend the Agenda:

Add a personnel issue to Action ltems was made by Jim Haggerton, seconded by David
Knight and unanimously approved.

Add a discussion of the King County Planning Process to Action Iltems was made by Lloyd
Warren, seconded by David Knight and unanimously approved.

Add a discussion of amending the contract with Strategies 360 to Action Items was made by
John Marchione, seconded by Jim Haggerton and unanimously approved

Move Action Items to follow the Executive Session was made by Don Davidson, seconded
by Jim Haggerton and unanimously approved.

Move the Executive Session to follow Standing Committee and Staff Reports.

A motion to approve the Agenda as amended was made by Jim Haggerton, seconded by
Don Davidson and unanimously approved.

B. Approval of Minutes from the Regular Meeting held on May 24, 2006

A motion to approve the Minutes was made by David Knight, seconded by Don Davidson
and unanimously approved.

C. Approval of the revised Treasurer’'s Report

A motion to approve the revised Treasurer’'s Report was made by Jim Haggerton, seconded
by Mary-Alyce Burleigh and unanimously approved. The General Manager confirmed that
funds from the bond proceeds have been received and deposited in the appropriate
accounts. A revised Bank Statement Reconciliation showing all accounts will be submitted.

PUBLIC COMMENT

No members of the public in attendance commented.
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STANDING COMMITTEE AND STAFF REPORTS

A.

Executive Committee
No specific report.
Resource Planning Committee

The Committee addressed issues including provisions of Member audits, consultant
selection and short-term supply alternatives.

Funding requests are being made of various participants in the regional planning process to
support activities of the subcommittees not covered by the available State funds. A
memorandum outlining the finding needs and specific requests of Cascade was included
with the June Board package.

. Membership Committee

No specific report.
Finance Committee

The Committee is focused on refining the revised format for the Cascade Budget and
preparing the preliminary 2007 Budget and Rates and Charges for presentation to the Board
at the July Meeting.

Interviews for two finalist candidates for the position of Finance Director were held on June
27. The results were discussed in the Executive Session.

Public Affairs Committee

The Committee continues to work on outreach activities including meeting with State
Legislators and business groups.

The Committee also reviewed contracts for Public Affairs consultants. A recommendation
will be made following the Executive Session.

The new web site will be active shortly.

EXECUTIVE SESSION

At 3:45 PM the Chair announced an Executive Session to last approximately 45 minutes to
discuss personnel matters and consult with counsel regarding the acquisition of property and
confidential settlement discussions.

At 4:30 PM a motion to extend the Executive Session an additional 15 minutes was made by
Jim Haggerton, seconded by John Marchione and unanimously approved.

At 4:45 PM a motion to extend the Executive Session an additional 15 minutes was made by
Lloyd Warren, seconded by Jim Haggerton and unanimously approved.

The Executive Session was adjourned and the regular meeting reconvened at 4:57 PM.

ACTION ITEMS

A. Consideration of a consultant contract for North Segment Pipeline Preliminary Design with

HDR Engineering, Inc.

The Board authorized the General Manager to negotiate a consultant contract with HDR
Engineering, Inc. for preliminary design of the North Segment Pipeline, with a maximum
compensation amount of $1,768,165. The Board previously approved the scope-of-work
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and budget and directed the Resource Planning Committee to review provisions in the
scope-of-work to address concerns related to continued availability of sufficient resources to
maintain the project schedule. A Milestone Schedule and Assurance Letter were included
with the June Board package. The Committee determined that incorporating these
provisions into the scope-of-work adequately addressed the Board’s concerns. These same
provisions will also be incorporated into the previously approved scope-of-work for the final
design of the Central Segment Pipeline.

A motion to authorize the General Manager to execute a consultant contract with HDR
Engineering, Inc. for preliminary design of the North Segment Pipeline, with a maximum
compensation amount of $1,768,165, incorporating the Milestone Schedule and Assurance
Letter provided in the Board package was made by Don Davidson, seconded by Jim
Haggerton and unanimously approved.

B. Director of Finance

A motion to authorize the Treasurer and General Manager to offer the position of Director of
Finance to Steven Call effective August 1, subject to contacting references, satisfactory
completion of a background check, and negotiation of compensation within the range
provided in the position brochure was made by Don Davidson, seconded by John Marchione
and unanimously approved.

C. Consideration of funding for Regional Water Supply Planning Process

A memorandum from Rick Kirby regarding the Regional Water Supply Planning Process
was included with the June Board package. A discussion took place regarding the
importance of continuing work currently underway, funding for the project, and good faith
efforts with the Muckleshoot Indian Tribe.

A motion to approve up to $50,000 for funding a portion of the Climate Change Analysis
being undertaken through the King County Regional Water Supply Planning Process,
subject to review of the work scope by the Executive Committee was made by Don
Davidson, seconded by John Marchione and unanimously approved.

D. Service Agreement with Strategies 360

A motion to authorize the General Manager to amend the service agreement with Strategies
360 was made by David Knight, seconded by Jim Haggerton and unanimously approved.

Terms of the amended agreement include:

e Termination date of December 31, 2006

* Monthly retainer for Federal Government Relations agreement of $15,000

» Monthly retainer for Public Relations agreement of $5,000
In addition, the General Manager and Chair of the Public Affairs Committee shall establish
specific activities for the consultant and a mechanism for monitoring the consultant’s
progress and report to the Board. Performance and contract terms will be evaluated by the
Public Affairs Committee near the termination date.

NEW BUSINESS

David Kappler announced that Nancy Davidson is moving outside of the City of Issaquah and
therefore will be resigning from her position of Council Member. The City will notify Cascade
when a replacement Alternate Board Member is named.
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GENERAL MANAGERS REPORT

Bellevue Issaquah Pipeline

As of June 23, the Bellevue-lssaquah pipeline is in operation and delivering water to Issaquah.

Seattle Regional Transmission System

Cascade received a response to its May 31, 2006 letter to Seattle Public Utilities concerning
access to the Seattle Regional Transmission System for water Cascade will purchase from the
City of Tacoma. The matter was discussed in the Executive Session.

Challenges to Municipal Water Law

Several Indian Tribes and conservation groups submitted letters to the Attorney General
challenging the 2003 Municipal Water Law. The Attorney General’'s Office responded to the
Indian Tribes declining to commence an action. A similar response is expected to the challenge
from conservation groups. Further information will be distributed.

Conservation and Demand Summary

The monthly Conservation Activities Report and Demand Summary were distributed at the
meeting.

ADJOURN
The meeting was adjourned at 5:20 PM.

Board Members signed approved minutes and checks.

NEXT MEETING DATES
The next regular meeting will be held:

July 26, 2006
3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Stanley Stone, 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:
Al Aldrich

Alison Bennett
Pat Brodin

Mike Bruen

Tom Harmon
Erin Leonhart
Peter Lucarelli
Dan McDonald
Lee Odell

Roger Smith
Betty Spieth
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘ MINUTES
VA\
C E BELLEVUE CITY HALL
N

WATER ALLIANCE SEPTEMBER 27, 2006

ROLL CALL

At 3:35 PM Lloyd Warren, Vice Chair called the meeting to order. 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. Grant
Degginger joined the meeting at 3:44 PM and assumed the responsibilities of Chair.

CONSENT ITEMS

A. Approval of Agenda
B. Approval of Minutes from the Regular Meeting held on August 23, 2006
C. Approval of the revised Treasurer’'s Report

A motion to approve the consent items was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

PUBLIC COMMENT
No members of the public in attendance commented.

Joe Forkner was welcomed as a returning Alternate Board Member and City of Issaquah
Councilmember, replacing Nancy Davidson.

Cheryl Scheuerman was commended for receiving a Manager of the Year award from the
Washington Association of Sewer and Water Districts.

ACTION ITEMS

A. Consideration of an amendment to the Consultant Contract between Cascade Water
Alliance and HDR Engineering, Inc (Contract No. 2004-03) for development of regional
transmission pipelines

The Regional Pipeline Team has developed a scope of work and budget for TCP SEPA
Compliance and Environmental Studies incorporated as Amendment No. 2 to Cascade
Consultant Contract No. 2004-03 with HDR Engineering, Inc. Amendment No. 2 provides
for an extension of the term of the contract from December 31, 2006 to June 1, 2007 and
increases the maximum compensation amount from $4.54 million to $4.92 million. A
memorandum summarizing the revised scope of work and budget was included with the
September Board package.

A motion to authorize the General Manager to execute Amendment No. 2 to Cascade
Consultant Contract No. 2004-03 with HDR Engineering, Inc was made by Don Davidson,
seconded by Jon Ault and unanimously approved.

B. Consideration of an amendment to the Consultant Contract between Cascade Water
Alliance and HDR Engineering, Inc (Contract No. 2006-10) for development of regional
transmission pipelines
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The Regional Pipeline Team has developed a scope of work and budget for the Tacoma-
Cascade Pipeline Long-Lead Permits, Supporting Studies, and Franchise preparation
incorporated as Amendment No. 1 to Cascade Consultant Contract No. 2006-10 with HDR
Engineering, Inc. Amendment No.1 provides for an extension of the term of the contract
from December 31, 2007 to December 31, 2009 and increases the maximum compensation
amount from $1.76 million to $2.11 million. A memorandum summarizing the revised scope
of work and budget was included with the September Board package.

A motion to authorize the General Manager to execute Amendment No.1 to Cascade
Consultant Contract No. 2006-10 with HDR Engineering, Inc was made by Mary-Alyce
Burleigh, seconded by Jim Haggerton and unanimously approved.

C. Consultant Contract with Vanir Construction Management Inc

The Selection Committee conducted interviews on September 18, 2006 with three firms
gualified to provide Construction Management Services for the Tacoma-Cascade Regional
Pipeline project. The Committee recommended Vanir Construction Management, Inc for
pre-construction services, construction and bid preparation, based on the scope of work in
the August 2006 Request for Proposals and Vanir's September 2006 proposal. A separate
contract scope-of-work and budget for construction services will be developed for Board
consideration in the first quarter of 2007.

A motion to authorize the General Manager to execute a Consultant Contract with Vanir
Construction Management, Inc for the period October 1, 2006 through September 30, 2008
with a maximum compensation amount of $1.38 Million was made by Lloyd Warren,
seconded by John Marchione and unanimously approved.

D. Authorization to begin Cascade Conservation Goal Setting

The 2003 Municipal Water Law requires municipal water providers to set conservation goals
through a public process by July 1, 2007. Before Members can set their goals, Cascade
needs to determine its long-range conservation goal. A Conservation Planning document
was included with the September Board package. Staff will develop options to bring to the
Board for review and approval before the end of the year.

It was the consensus of the Board to authorize staff to begin working with Members and the
consultant to develop options for Cascade conservation goals.

E. Consideration of an amendment to the service agreement with HDR

The current service agreement with HDR for conservation planning assistance expires on
September 30, 2006. In order to utilize the consultant, the contract must be amended to
extend the timeframe of service. Included in the amendment is a change in the total project
funding from $115,000 to $135,000. The additional $20,000 is for services related to
implementation of the Municipal Water Law conservation requirements in 2007. The
additional funds are included in the draft 2007 budget.

A motion to authorize the General Manager to execute an amendment to the Service
Agreement with HDR extending the termination date to December 31, 2007 with total
payments not to exceed $135,000 was made by Lloyd Warren, seconded by Jon Ault and
unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS

A. Executive Committee

No specific report.
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B.

C.

Resource Planning Committee
No specific report.
Membership Committee

No specific report.

Finance Committee

2007 Budget binders were distributed and reviewed. Memorandums regarding the 2006
Proposed Amended Budget and 2007 Proposed Budget were included with the September
Board package. The final 2007 Budget and Rates and Charges will be presented to the
Board for adoption in October.

The showerhead replacement program was discussed and further information was
requested.

Funds designated for washing machine rebates will be exhausted by November. Additional
funds will be needed to continue the program through December. The Committee will
discuss this issue and make a recommendation to the Board.

RCFC revenues projected for 2006 will not be met. Revenues in 2005 exceeded projections
due to a substantial spike in permits purchased in December, which is believed to have
offset 2006 revenues.

Approval was received from the Board to look into an office space available in the Gateway |
building which would accommodate additional staff needed in 2007.

Cascade will be audited by Washington State next month.
Public Affairs Committee

By invitation of the Public Affairs Committee, Pam Bissonnette, Director of the King County
Department of Natural Resources and Parks presented the County's perspective of regional
planning, the County’s role in water supply and how Cascade and the County might work
together in the future on issues of mutual interest. A document titled “King County-Cascade
Water Planning Chronology 1998-2006" was distributed. A discussion followed regarding
partnering to utilize reclaimed water, Cascade’s Planning Process, and the draft ROE. The
Board expressed their appreciation for Ms. Bissonnette’s remarks and looks forward to
additional partnerships.

A draft 2007 Legislative Agenda developed by the Committee was included with the
September Board package.

GENERAL MANAGERS REPORT
Lake Tapps Water Right Report of Examination

The Department of Ecology issued a draft Lake Tapps Water Right Report of Examination
(ROE) on September 25, 2006. A memorandum summarizing the ROE was distributed at the
meeting. Board and Staff were asked to volunteer to review a portion of the ROE. Board
Members were asked to participate in meetings of the Lake Tapps Task Force regarding the
ROE.

Municipal Water Law

Environmental groups have officially filed suit challenging the 2003 Municipal Water Law.
Committees will discuss this issue and make a recommendation to the Board.
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US Conference of Mayors

Grant Degginger participated at the US Conference of Mayors’ Urban Water Summit in Santa
Barbara, California in September. Mayor Degginger’s presentation received positive feedback
and will be considered for an article in the US Conference of Mayors’ newsletter. Mayor lves
also attended the conference as a representative of the Water Council.

Conservation Activities

The monthly Conservation Activities Report and Demand Summary were included with the
September Board package.

NEW BUSINESS
There were no new matters of business.

EXECUTIVE SESSION

At 5:15 PM the Chair announced an Executive Session to last approximately 30 minutes to
consult with counsel regarding acquisition of property and confidential settlement discussions.

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

Board Members signed approved Minutes, Resolutions and checks.

NEXT MEETING DATES
The next regular meeting will be held:
October 25, 2006

3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

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

Steven Call, Director of Finance

Dennis Fields, Engineering Projects Manager
Pamela Higbee, Office Manager

Others Present:
Al Aldrich

Alison Bennett
Pam Bissonnette
Pat Brodin

Mike Bruen

Ed Cebron

Dick Dorsett
Chris Gonzales
Joel Gordon
Daryl Grigsby
Tom Harmon
Erin Leonhart
Ron Little
Sheldon Lynne
Dave Monthie
Dan Olson

Nav Otal

Cheryl Scheuerman
Betty Spieth
Scott Thomasson
Kris Turschnid

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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C

WATER ALLIA

MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

E BELLEVUE CITY HALL
NCE NoVvEMBER 15, 2006

ROLL CALL

At 3:35 PM Grant Degginger, Chair called the meeting to order. Board Members or Alternate
Board Members from the City of Bellevue, Covington Water District, the City of Issaquah, the
City of Kirkland, Sammamish Plateau Water and Sewer District and the City of Tukwila were
present, constituting a quorum.

CONSENT ITEMS

A.
B.
C.

Approval of Agenda
Approval of Minutes from the Regular Meeting held on November 15, 2006
Approval of the revised Treasurer's Report

A motion to approve the consent items was made by Joe Forkner, seconded by Mary-Alyce
Burleigh and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A.

Authorization for Cascade to intervene as a Defendant in an action brought by the
Washington Environmental Council, the Sierra Club, the Center for Environmental Law and
Policy and certain individuals against State Department of Ecology and Department of
Health.

The action challenges certain provisions of the 2003 Municipal Water Law that are of special
concern to Cascade. The interests of Cascade will not be adequately represented by other
parties involved in the action, requiring Cascade to intervene. Cascade’s General Counsel
has prepared the necessary motions and other documents.

A motion to authorize the General Manager and General Counsel to file motions,
declarations and other documents necessary to intervene in the action brought by the
Washington Environmental Council, the Sierra Club, the Center for Environmental Law and
Policy and certain individuals against State Department of Ecology and Department of
Health in the Superior Court in and for King County was made by Lloyd Warren, seconded
by Mary-Alyce Burleigh and unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS

A.

Executive Committee

No specific report.
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B. Resource Planning Committee

The Committee reviewed the draft conservation policies and provided comments. Both
documents were included with the November Board package. Further comments were
requested and will be compiled into a finalized document for consideration at the December
Board Meeting.

An ordinance approving the Cascade Transmission and Supply Plan was approved
unanimously by the King County Council on November 13, following recommendation by the
County Executive and Committee of the Whole.

C. Membership Committee

No specific report. The Membership Committee Chair will schedule a committee meeting to
develop a specific strategy for addressing new membership and potential wholesale
contracts to non-members.

D. Finance Committee

The State Auditor has completed the review of Cascade and is waiting for additional
documents before conducting a final interview.

The 2006 Budget Third Quarter Report was included with the November Board package.
The most notable change in revenues is the increase in interest earnings. Operating Fund
expenditures, excluding Purchased Water, were substantially below budgeted levels at the
end of the third quarter as anticipated. Capital expenditures are generally on schedule with
unexpended budget for the pipeline projects and Lake Tapps Acquisition to be carried over
into 2007.

The monthly treasurer’s report will now be presented in two parts. The first part is a
summary of the prior month’s financial activity by fund providing the Board with an overall
picture of Cascade’s finances. There will also continue to be a list of the current month’s
warrants for payment.

E. Public Affairs Committee

The new web site is active and a press release announcing the new site has been
distributed. The first issue of Cascade’s e-Newsletter will be distributed within the next few
weeks.

Committee Members continue to make presentations to business and other groups
throughout the region.

The Committee will hold a mini retreat on December 21 to plan activities for 2007.

GENERAL MANAGERS REPORT

Cascade is preparing comments to the Department of Ecology’s draft Report of Examination.
Comments from Board and staff were requested.

At the request of Cascade, Equity Office has doubled the tenant allowance for the new office
space. Cascade will be responsible for approximately $40,000 in tenant improvements. A
significant portion of the cost is due to improvements necessary to bring the space in
compliance with new fire codes. The space is anticipated to be ready in February 2007.

The monthly Conservation Activities Report and Demand Summary were distributed at the
meeting.
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NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 3:50 PM the Chair announced an Executive Session to last approximately 60 minutes to
discuss a personnel matter and to consult with counsel regarding acquisition of property and
confidential settlement discussions.

At 4:50 PM the Executive Session was extended an additional 30 minutes.

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

ADJOURN
The meeting was adjourned at 5:23 PM.

Board Members signed approved Minutes, Resolutions and checks.

NEXT MEETING DATES
The next regular meeting will be held:
December 13, 2006

3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

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

Jim Lauinger, City of Kirkland

Lloyd Warren, Sammamish Plateau W&S District
Steve Stevlingson, Sammamish Plateau W&S District
Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Steven Call, Director of Finance

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

Others Present:
Al Aldrich

Alison Bennett
Pat Brodin

Dick Dorsett
Joel Gordon
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Tom Harman
Marc Horton
Sarah Langton
Erin Leonhart
Ron Little
Sheldon Lynne
Dan Olson

Mike Ruark

Betty Spieth
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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C

WATER ALLIA

MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

E BELLEVUE CITY HALL
NCE OCTOBER 25, 2006

ROLL CALL

At 3:35 PM Lloyd Warren, Vice Chair called the meeting to order. 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. Grant
Degginger joined the meeting at 3:40 PM and assumed the responsibilities of Chair.

CONSENT ITEMS

A.
B.
C.

Approval of Agenda
Approval of Minutes from the Regular Meeting held on August 23, 2006
Approval of the revised Treasurer's Report

A motion to approve the consent items was made by Jim Haggerton, seconded by Jim
Lauinger and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A.

Resolution No. 2006-12; adopting an amended Budget for 2006

The 2006 Budget adopted by the Board has been amended to conform to the new budget
format used for the 2007 Budget and to reflect major changes in Cascade activities. The
Amended 2006 Budget has been reviewed by the Finance Committee, which recommends
approval.

A motion to approve of Resolution No. 2006-12 was made by Jim Haggerton, seconded by
Jim Lauinger, and unanimously approved.

Resolution No. 2006-13; adopting Rates and Charges for 2007

To support the proposed activities and expenditures for 2007, Cascade must establish
appropriate Rates and Charges. The Board adopted the Regional Capital Facilities Charge
for 2007 in August 2006. The 2007 Rates and Charges have been reviewed by the Finance
Committee, which recommends approval.

A motion to approve Resolution No. 2006-13 was made by Jim Haggerton, seconded by Jim
Lauinger and unanimously approved.

Resolution No. 2006-14; adopting a Budget for 2007

The 2007 Budget identifies sources and amounts of anticipated revenue and allocates
revenues to various Funds. Expenditures from the Funds will support Cascade’s anticipated
activities during 2007. 2007 Budget documents were included with the October Board
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package. The 2007 Budget has been reviewed by the Finance Committee, which
recommends approval.

A motion to approve Resolution No. 2006-14 was made by Jim Haggerton, seconded by Jim
Lauinger and unanimously approved.

. Resolution No. 2006-15; in support of initiation of planning under the Coordination Act

In anticipation of the King County Council considering approval of Cascade’s Transmission
and Supply Plan, the County Executive requested that Cascade confirm its continued
support for initiation of planning under the Public Water System Coordination Act, as
contemplated in the February 2005 Cascade/King County Memorandum of Understanding
on Water Resource and Supply Planning.

A motion to approve Resolution No. 2006-15 was made by Lloyd Warren, seconded by
David Kappler and unanimously approved.

. Consideration of a contract amendment with RW Beck, Inc. for construction monitoring
services

The General Manager executed a contract with RW Beck Inc. to provide assistance in
reviewing and monitoring the design and permitting of the Printz Basin back-flow prevention
facilities by Puget Sound Energy (the contract maximum compensation amount is $24,900,
which is within the authority of the General Manager). The scope provided for review
services through 90% design, in anticipation of Cascade acquiring the Lake Tapps facilities
prior to the beginning of construction. The back-flow facilities are necessary to bring the
Printz Basin dikes into compliance with requirements of the State Office of Dam Safety,
which has set November 2006 as the target for beginning construction.

RW Beck billings through September 30, 2006 total approximately $19,000. Completion of
the 90% design review and review of contractor bids is estimated to cost approximately
$10,000. Monitoring activities during the 3-4 month construction period (including site visits)
is estimated to cost approximately $20,000. The total amended scope for the project is
estimated to cost approximately $49,000.

A motion to authorize the General Manager to complete a scope of work and execute a
contract amendment with RW Beck, Inc. for construction monitoring services associated with
the Printz Basin back-flow prevention facilities, with a total maximum compensation amount
not to exceed $50,000 was made by Lloyd Warren, seconded by Jon Ault and unanimously
approved.

Consideration of an agreement to administer a consultant contract for the Regional Water
Planning Process

Participants in the Regional Water Planning Process have requested that Cascade enter
into a contract with a consultant team to conduct a technical analysis of the hydrogeology
and impact of source exchange. Cascade would also enter into an agreement with the
Department of Ecology, whereby DOE will reimburse Cascade for all amounts paid to the
consultant. The budget for this task is $55,000.

A motion to authorize the General Manager to enter into a consultant agreement with Keta
Engineering and RH2 Engineering to perform the scope of work developed by the Regional
Water Planning Process Source Exchange Committee, with a maximum compensation
amount of $55,000 was made by Lloyd Warren, seconded by Jim Haggerton and
unanimously approved. The effective date of the consultant agreement would be subject to
execution of a reimbursement agreement for any expenses associated with the work by the
Department of Ecology.
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G. Consideration of a contract amendment with Portland Energy Conservation Inc. (PECI) re:
clothes washer rebate program

Cascade contracted with PECI for management of the clothes washer rebate program for
2006. It was estimated that the total cost of the program would be $315,000. That amount
is now expected to be fully exhausted by the end of October. PECI estimates additional
rebates of approximately $66,000 through the end of 2006.

It is recommended that an additional $50,000 be allocated to the washer rebate program.
This provides support for the washer rebate program and also reserves sufficient funds to
support other ongoing conservation activities through the end of the year. A memorandum
from Michael Brent regarding additional funding for the clothes washer program was
included with the October Board package.

A motion to authorize the General Manager to execute a contract amendment with Portland
Energy Conservation Inc. increasing the maximum compensation amount by $50,000 to
$365,000 was made by Jon Ault, seconded by Jim Haggerton and unanimously approved.

H. Consideration of a lease for new office space

Cascade has received a proposal from Equity Office for lease of office space in the Gateway
| Building. The major provisions of the lease were summarized in a memorandum from the
Director of Finance, which was included with the October Board package.

A motion to authorize the General Manager to execute a lease for Suite 440 in the Gateway
| Building in accordance with the proposal summarized in the memorandum from the
Director of Finance was made by Jim Lauinger, seconded by Lloyd Warren and
unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS
A. Executive Committee
No specific report.
B. Resource Planning Committee
No specific report.
C. Membership Committee
No specific report.
D. Finance Committee
Refer to Action Items.
E. Public Affairs Committee

The Committee is pleased to announce that the new web site is up and undergoing de-
bugging. An announcement about the new site will be made within the next week.

Cascade’s 2007 Legislative Agenda has been finalized and was included with the October
Board package.

GENERAL MANAGERS REPORT

Joyce Clark was welcomed as a returning Alternate Board Member for Skyway Water and
Sewer District.
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The monthly Conservation Activities Report and Demand Summary were included with the
September Board package.

NEW BUSINESS
There were no new matters of business.

EXECUTIVE SESSION

At 4:08 PM the Chair announced an Executive Session to last approximately 60 minutes to
consult with counsel regarding acquisition of property and confidential settlement discussions.

The Executive Session was adjourned and the regular meeting reconvened at 5:05 PM.
REGULAR MEETING

Following the Executive Session, motion was made by Lloyd Warren and seconded by Jim
Lauinger authorizing the Chair to meet with representatives of Puget Sound Energy and present
the alternate Lake Tapps Purchase proposal as discussed during the Executive Session. The
motion was unanimously approved.

ADJOURN
The meeting was adjourned at 5:06 PM.

Board Members signed approved Minutes, Resolutions and checks.

NEXT MEETING DATES
The next regular meeting will be held:
October 25, 2006

3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

Lys Hornshy, Covington Water District

David Kappler, City of Issaquah

Joe Forkner, City of Issaquah

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

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

Joyce Clark, Skyway Water & Sewer District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Steven Call, Director of Finance

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

Joel Gordon
Tom Harman
Bob King

Erin Leonhart
Ron Little
Sheldon Lynne
Nav Otal

Mike Ruark
Cheryl Scheuerman
Betty Spieth
Scott Thomasson
Dennis Vidmar

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

( ' E BELLEFIELD CONFERENCE CENTER
N

WATER ALLIANCE JANUARY 25, 2006

ROLL CALL

At 3:37 PM Grant Degginger, Chair, called the meeting to order. Board Members or Alternate
Board Members from the City of Bellevue, Covington Water District, the City of Issaquah, the
City of Kirkland, Sammamish Plateau Water and Sewer District and Skyway Water and Sewer
District were present, constituting a quorum.

CONSENT ITEMS

A. Approval of Agenda

B. Approval of Minutes from the Regular Meeting held on December 14, 2005

C. Approval of the revised Treasurer’s Report
A motion to approve the consent items was made by Jon Ault, seconded by Lloyd Warren
and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A. Consideration of a Consultant Contract with Ed Oberg Consulting, LLC
Ed Oberg is a former Deputy City Manager and Finance Director for Bellevue. At the
direction of the Executive Committee, Mr. Oberg was approached to determine his interest
in providing services to Cascade on an interim basis.

A motion to authorize the General Manager to execute a Consultant Contract with Ed Oberg
Consulting, LLC for the period through May 31, 2006 with an hourly rate of $110 per hour
and a maximum compensation amount of $40,000 was made by Lloyd Warren, seconded by
Jim Lauinger and unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS
A. Executive Committee

See Action Items.
B. Resource Planning Committee

Lake Tapps Acquisition

The stats of due diligence investigations and final acquisition and operation agreements
were discussed in the Executive Session.

Regional Water Resource and Supply Planning

The Executive Committee of the Coordinating Committee for the Regional Water Resources
and Supply Planning Process is developing work scopes for the major tasks identified in the
October 31, 2005 Planning Framework. The Coordinating Committee met on January 24,
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2006 and a report on the status of the Planning Process was made at the Board Meeting.
Seven technical groups will develop information for the plan. Several Member Staff
expressed an interest in participating in the technical groups.

The Executive Committee has selected Dan Silver to act as facilitator for the Planning
Process. The Board authorized Cascade to contract with the facilitator on behalf of the
Planning Process participants. A contract with Mr. Silver will be executed following receipt
of appropriate cost sharing agreements with King County, the City of Seattle and the State
Department of Ecology.

. Membership Committee

No specific report.

. Finance Committee

Bond Underwriting

Alan Dashen (Financial Advisor) and Hugh Spitzer (Finance Council) presented the
proposed financing schedule and process, as well as the actions required by the Board prior
to the Bond Offering. A Tentative Schedule for bonds was distributed to the Board at the
meeting. The proposed schedule is fairly aggressive and will require coordination and
cooperation from Members. The overall structure is considered very strong and it is
expected that an “AA” category rating is achievable. Insurance will be considered to raise
the rating to “AAA”".

Rating agency and bond insurer presentations will be held in San Francisco and should
involve Board Members. Representatives of Cascade should also be in New York on the
day of sale.

Finance Plan

The financing team is preparing the Capital Program Coordination, Management and
Finance Plan (the Finance Plan) which will be presented to the Finance Committee for
review and recommendation to the Board. Review will also be coordinated with each
Member’s finance department. The draft Financial Policies and draft Finance Plan will be
reviewed at the February 9, 2006 Committee Meeting and presented to the Board at the
February 22 Meeting.

RCECs

Proposed revisions to the Rate Calculation Methodology and Regional Capital Facilities
Charge Methodology were included in the January Board package. The revisions will be
discussed at the February 9 Committee Meeting and presented to the Board at the February
22 Meeting.

Member Withdrawals

A memorandum from the General Manager regarding Impacts and Obligations of Member
Withdrawing from Cascade was distributed at the meeting.

2005 Financial Statements

The Financial Statements and Independent Auditors Report for the period ending December
31, 2004 were distributed to the Board at the Meeting.

Public Affairs Committee
The Committee continues to work on outreach activities.

A new logo has been developed and was presented at the meeting. The web site is being
updated.
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The Director of the Department of Ecology, Jay Manning, has accepted our invitation to
participate as the featured speaker at the 2006 Annul Meeting.

GENERAL MANAGERS REPORT
Water District No. 1 Water Rights

King County Water District No. 1 is in the process of transferring its water right (retained from
the sale of the District’s well field property to the City of Kirkland). Kirkland has a Right of First
Refusal agreement for all or portions of the 473 acre-feet water right. The City Manager has
recommended that Cascade be consulted on this issue. It is recommended that this matter be
considered by the Resource Planning and Finance Committee and a recommendation made to
the Board at the February 22 Meeting. A letter from the District to the City dated December 28,
2005 and a memorandum from the City Manager to the Mayor and City Council dated January
6, 2006 regarding the water right was included with the January Board package. The Board
referred the issue to the Planning Committee for discussion and a recommendation at the
February 22 meeting.

Public Works Trust Fund

Cascade has been awarded a Public Works Trust Fund Pre-Construction Loan in the amount of
$1 million. Funds will be used for pre-construction activities associated with the Central and
North Segment Pipelines.

Annual Meeting

The Interlocal Contract provides for appointment of Officers at the Annual Meeting in even
numbered years. Cascade has also used the Annual Meeting to appoint Committee Chairs.
Board Members or Alternate Board Members interested in serving as Officers or Committee
Chairs are encouraged to contact the General Manager.

NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 4:35 PM the Chair announced an Executive Session to last approximately 45 minutes to
consult with counsel regarding acquisition of property and confidential settlement discussions.

The Executive Session was adjourned and the regular meeting reconvened at 5:05 PM.

ADJOURN
The meeting was adjourned at 5:05 PM.

Board Members signed approved Minutes and checks.

NEXT MEETING DATE
The next regular meeting will be held:

February 22, 2006 — Bellefield Conference Center — Training Room
3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors
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ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

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

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

Alan Dashen
Judson Grief
Daryl Grigsby
Rick Kirkby

Erin Leonhart
Ron Little
Sheldon Lynne
Brad Miyake
Judy Nelson

Ed Oberg

Dan Olson

Mike Ruark
Betty Spieth
Hugh Spitzer
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

C E BELLEFIELD CONFERENCE CENTER
WATER ALLIANCE APRIL 19, 2006

ROLL CALL

At 11:30 AM Grant Degginger, Chair, called the meeting to order. 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 Mary-Alyce Burleigh, seconded by John
Marchione and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

At its March 22 Meeting, the Board deferred action on Resolutions 2006-05 and 2006-07 and
referred the Fiscal Policies and Bond Resolution to the Finance Committee for additional review
and consideration.

The Finance Team provided a summary of the changes made and an update on the schedule
for the upcoming Initial Offering.

A. Resolution No. 2006-05; Adopting Fiscal Policies

A motion to approve Resolution No. 2006-05 was made by Jim Haggerton, seconded by
Lloyd Warren and unanimously approved.

B. Resolution No. 2006-07; Relating to the Water Transmission and Supply System of
Cascade Water Alliance; Authorizing the Borrowing of Money and the Issuance and Sale of
Water System Revenue Bonds for the Purposes of Paying Part of the Cost of Carrying out a
Portion of the Cascade Water Alliance Capital Program Coordination, Management and
Finance Plan, Providing for a Debt Service Reserve and Paying the Costs of Issuing and
Selling Those Bonds; Providing for Bond Insurance and Reserve Insurance; Fixing Certain
Provisions and Covenants of Those Bonds; Creating Certain Accounts Relating to Those
Bonds; and Authorizing and Directing the Sale of Those Bonds

A motion to approve Resolution No. 2006-07 was made by Jim Haggerton, seconded by
John Marchione and unanimously approved.

Board Members noted that they received strong support from their legislative bodies for the
Cascade bond offering.

Grant Degginger and Jim Haggerton expressed appreciation for the diligent work that went into
finalizing these documents. They applauded the efforts of all finance and legal staff of the
Members, along with the Cascade Finance Team.
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GENERAL MANAGERS REPORT
Bond Issues

Cascade’s Initial Offering has been rated AA3 from Moody'’s Investors Service. A rating of AA-
was issued by Standard & Poor’s. These ratings represent the highest quality credit.

Proposals from bond insurance companies have been solicited and four bids were received. A
discussion ensued regarding bond insurance for Cascade’s Initial Offering.

The Preliminary Official Statement was re-drafted and distributed for final review prior to the
Meeting.

Executed Member certificates must be delivered to Cascade’s Bond Counsel by April 21. Bond
Counsel will hold the certificates in escrow until the Board takes action on the Bond Purchase
Agreement.

Bond sale is scheduled for April 26. Pricing will take place at Lehman Brothers in New York
City. The Board will meet on that date and receive the interest rates, maturities and other final
information necessary to complete the Bond Purchase Agreement and Official Statement. The
General Manager and Financial Advisor will be in New York to participate in the sale and will
join the Board Meeting by conference call.

Finance Director

A memorandum from the General Manager was distributed at the meeting regarding the
Finance Director search. The memorandum included a schedule for the process.

Insurance Broker

A memorandum from the General Manager regarding the status of Cascade’s solicitation of
insurance brokerage service was distributed at the meeting.

NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 11:55 AM the Chair announced an Executive Session to last approximately 45 minutes to
consult with counsel regarding acquisition of property, confidential settlement discussions and
wheeling agreements.

The Executive Session was adjourned and the regular meeting reconvened at 12:50 PM.

REGULAR MEETING

A motion to modify the current agreement with the Dey property as discussed in the Executive
Session was made by Lloyd Warren, seconded by Mary-Alyce Burleigh and unanimously
approved.

ADJOURN
The meeting was adjourned at 12:52 PM.
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NEXT MEETING DATE
The next regular meeting will be held:
April 26, 2006

3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Stanley Stone, 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:
Al Aldrich

Alison Bennett
Pat Brodin

Ed Cebron

Alan Dashen
Joel Gordon
Judson Grief
Sean Keats

Erin Leonhart
Ron Little
Sheldon Lynne
Mike Ruark
Hugh Spitzer
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

bVA\ MINUTES

C A S C D E KIRKLAND CITY HALL

WATER ALLIANCE FEBRUARY 22, 2006

ROLL CALL

At 3:37 PM Grant Degginger, Chair, called the meeting to order. 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.
B.
C.

Approval of Agenda
Approval of Minutes from the Regular Meeting held on January 25, 2006
Approval of the revised Treasurer's Report

A motion to approve the consent items was made by Mary-Alyce Burleigh, seconded by Jim
Haggerton and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A.

Resolution 2006-01: Adopting an amended Rate Calculation Methodology

The Interlocal Contract (Section 7.5) provides that the Board shall set Rates and Charges
according to a Rate Calculation Methodology adopted by the Board. The Methodology shall
provide for the definition and calculation of Demand Shares and for a uniform pricing
structure with a commodity charge and fixed charges allocated by Demand Share. The
Rate Calculation Methodology has been amended to include refinements in the calculation
method.

A motion to adopt Resolution No. 2006-01 was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

Resolution 2006-02: Adopting an amended Regional Capital Facilities Charge Methodology

The Interlocal Contract (Section 5.5) provides that the Regional Capital Facilities Charge
(RCFC) be calculated according to a RCFC Methodology, which shall define the analytical
steps required to calculate the RCFC according to the greater of: (a) the incremental
difference between the average cost of expanding the system (i.e., the marginal cost of new
capacity) and the average unit cost of the existing system; or (b) the average unit cost of
past construction of the existing system plus then-planned Supply System improvements.
The methodology shall provide for an annual escalator, recalculation and update not less
frequently than every fifth year, and a methodology for determining CERUs. The Regional
Capital Facilities Charge Methodology has been amended to include refinements in the
calculation method.

A motion to adopt Resolution No. 2006-02 was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

Page 1 of 4





C. Property Acquisition

A motion to direct the General Manager to commence negotiations for acquisition of
property within the parameters discussed in the Executive Session (with the General
Manager to return to the Executive Committee if further direction is needed) was made by
Lloyd Warren, seconded by Mary-Alyce Burleigh and unanimously approved.

D. Salary Increase for the Position of Finance Director

A motion to increase the annual salary range for the position of Finance Director to $91,000-
$113,000 for the next round of the search was made by John Marchione, seconded by
Mary-Alyce Burleigh and unanimously approved.

E. Settlement Negotiations with the Puyallup Tribe of Indians

A motion to authorize the General Manager and General Counsel to respond the Puyallup
Tribe of Indians as discussed in the Executive Session and negotiate with Puget Sound
Energy on cash flow as long as negotiations remain within parameters discussed in the
Executive Session was made by Lloyd Warren, seconded by Mary-Alyce Burleigh and
unanimously approved.

STANDING COMMITTEE AND STAFF REPORTS
A. Executive Committee

See Action Items.
B. Resource Planning Committee

Water Supply Update

The monthly report on conservation activities and water supply conditions was included with
the February Board package.

Lake Tapps Acquisition

The status of the due diligence investigations, final acquisition and operation agreements
and settlement issues were discussed in the Executive Session.

Central Pipeline Segment Schedule

The Pipeline Team, in consultation with Inslee Best Doezie & Ryder concluded that an
Environmental Impact Statement (EIS) was the appropriate level of environmental review for
the Central Segment Pipeline, and Cascade published a Determination of Significance (DS)
and Request for Comments on the Scope of the EIS. The EIS decision will increase the
time required to complete the environmental review. A memorandum to the Board and
revised project schedule was included with the February Board package.

Water District No. 1 Water Rights

The Committee and Member staff discussed the circumstances regarding water rights being
offered for sale by Water District No. 1. The City of Kirkland has a right of first refusal to
purchase these water rights as part of its purchase of District property in 2004. The City has
asked Cascade for input on the potential use of the water right by Cascade.

The Committee’s conclusion is that the most plausible use of the water rights currently
offered by Water District No. 1 would be for irrigation along the shores of Lake Washington.
Cascade Members have been provided information on the availability of these rights and are
assessing their irrigation needs.

Wheeling Discussions with Seattle

A response to Cascade’s November 2005 proposal to Seattle has been received. Details
were discussed in the Executive Session.
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C. Membership Committee
No specific report.
D. Finance Committee

Bond Underwriting

The financing team continues to prepare documents in anticipation of Cascade’s initial bond
offering. Draft Financial Policies, Draft Capital Program Coordination, Management and
Finance Plan (the Finance Plan or watershed management plan) and draft Bond Resolution
were included with the February Board package. These documents and the draft
Preliminary Official Statement (under development) were referred to the Finance Committee
for review and will be reviewed with each Members’ finance and legal departments. A
recommendation to the Board is expected in March.

Details of the bond schedule were discussed. A Special Board Meeting will be scheduled in
April to approve bond pricing.

Treasurer Activities

Ed Oberg described procedures regarding transferring Cascade’s Treasurer activities to
King County. Revenues will always be 100% invested. Details will be discussed with the
Committee and a proposal will be presented to the Board in March.

E. Public Affairs Committee

The Committee continues to work on outreach activities including web site design,
community meetings and an Annual Report which is scheduled to be distributed at the
Annual Meeting.

GENERAL MANAGERS REPORT

Senator Maria Cantwell’s office requested that Robert Thoms read a letter from the Senator at
the Annual Meeting. Officers will be appointed at the Annual Meeting. Appointments will also
be made to fill a vacant Committee Chair position.

Cascade is working with Strategies 360 to submit requests for Federal appropriations and
grants to support Cascade projects.

A press release from Puget Sound Energy announcing its arrangements with the Cascade Land
Conservancy regarding Puget’s White River Properties was included with the February Board
package.

NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 4:00 PM the Chair announced an Executive Session to last approximately 45 minutes to
consult with counsel regarding acquisition of property, confidential settlement discussions and
wheeling agreements.

The Executive Session was adjourned and the regular meeting reconvened at 5:10 PM.

ADJOURN
The meeting was adjourned at 5:20 PM.

Board Members signed approved Minutes, Resolutions and checks.
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NEXT MEETING DATE
The next regular meeting will be held:

March 22, 2006
3:15 PM — Roundtable discussions and refreshments

3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Kappler, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Steve Stevlingson, 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:
Al Aldrich

Alison Bennett
Ed Cebron

Dick Howell

Erin Leonhart
Dan McDonald
Judy Nelson

Ed Oberg

Mike Ruark
Roger Smith
Eric Sorenson
Betty Spieth
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

E BELLEVUE CITY HALL
N

WATER ALLIANCE APRIL 26, 2006

ROLL CALL

At 3:40 PM Grant Degginger, Chair, called the meeting to order. Board Members or Alternate
Board Members from the City of Bellevue, Covington Water District, the City of Issaquah, the
City of Kirkland, Sammamish Plateau Water and Sewer District, Skyway Water and Sewer
District and the City of Tukwila were present, constituting a quorum.

The General Manager, Financial Advisor and Underwriter were in New York City for the bond
sale and joined the meeting by conference call.

CONSENT ITEMS

A. Approval of Agenda
B. Approval of Minutes from the Regular Meeting held on March 22, 2006
C. Approval of the revised Treasurer’'s Report

A motion to approve the consent items was made by Jim Haggerton, seconded by Lloyd
Warren and unanimously approved.

Jim Haggerton noted that the revised Treasurer’s Report was distributed after the motion,
and the revised Treasurer’'s Report was approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A. Resolution No. 2006-08, the "Bond Sale Resolution"; Provides for the exact bond issue
size, the specific maturity amounts, interest rates and redemption provisions for Cascade's
Water System Revenue Bonds, 2006. The Resolution also approves selection of the bond
insurer and includes additional detail regarding bond insurance and authorizes execution of
the Bond Purchase Agreement.

Bond pricing took place in New York City on April 26. The General Manager, Financial
Advisor and Underwriter provided details of the final bond provisions. The final principle
amount of the bonds was $55,230,000. The average interest rate of all maturities of the 25
year issue was 4.7%.

A motion to approve Resolution No. 2006-08 was made by Lloyd Warren, seconded by
Nancy Davidson and unanimously approved.

B. Authorizing commencement of SEPA review on regional transmission pipeline projects and
modification to the scope of SEPA review on the Central Segment Regional Transmission
Pipeline

A memorandum summarizing the results of the studies to identify and compare alternative
pipeline routes and configurations for the North Segment Regional Transmission Pipeline
was included with the April Board package. The eastern route represents the route
considered preferable by staff and consultants.
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A discussion ensued regarding Environmental Impact Statements and “wheeling” of water
with the City of Seattle.

A motion to authorize Cascade staff and consultants to commence with the required SEPA
review of the North Segment Regional Transmission Pipeline route alternatives and
configuration options including staff's preferred alternative, commence with the required
SEPA review of the Central/North Segment Regional Transmission Pipeline, and modify the
scope of the required SEPA review of the Central Segment Transmission Pipeline was
made by Lloyd Warren, seconded by Jim Haggerton and unanimously approved.

C. Consideration of Consultant Contacts with HDR Engineering, Inc.

The Regional Pipeline Team has developed work scopes and budgets for continuation of
activities associated with the Central and North Segment Transmission Pipelines, as well as
other engineering and environmental review activities related to the assessment of Cascade
supply and transmission projects. It is recommended that three separate contracts be
executed with HDR Engineering, Inc. for this work.

The work scopes and budgets were distributed prior to the meeting. A summary was
included with the April Board package.

A motion to authorize the General Manager to execute a consultant contract with HDR
Engineering, Inc. for the Central Segment Transmission Pipeline design was made by Lloyd
Warren, seconded by Nancy Davidson and unanimously approved.

The Board directed the Resource Planning Committee to review the North Segment
Transmission Pipeline pre-design scope of services and other activities related to continued
assessment of supply and transmission projects and make a recommendation to the Board.

STANDING COMMITTEE AND STAFF REPORTS
A. Executive Committee
No specific report.
B. Resource Planning Committee
Refer to Action Items.
C. Membership Committee
No specific report.
D. Finance Committee

As directed at the Board Retreat, the Finance Committee will now meet separately from
the Resource Planning Committee. The Finance Director will coordinate these
meetings.

Refer to Action Items for additional information.
E. Public Affairs Committee

Press releases have been distributed to announce Cascade’s initial bond sale.
The Committee continues to work on outreach activities.

GENERAL MANAGERS REPORT

No specific report.

NEW BUSINESS

There were no new matters of business.
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EXECUTIVE SESSION

At 4:17 PM the Chair announced an Executive Session to last approximately 40 minutes to
consult with counsel regarding acquisition of property and confidential settlement discussions.

The Executive Session was adjourned and the regular meeting reconvened at 5:00 PM.

REGULAR MEETING
The meeting was adjourned at 5:00 PM.

Board Members signed approved Resolutions, minutes and checks.

NEXT MEETING DATES
The next regular meeting will be held:

May 24, 2006
3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District

Nancy Davidson, City of Issaquah

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Stanley Stone, Sammamish Plateau W&S District
Steve Stevlingson, 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
Joel Gordon
Mark Greenough
Judson Grief
Jim Gross

Tom Harmon
Rick Kirkby

Erin Leonhart
Ron Little

Dan McDonald
Brad Miyake
Sheldon Lynne
Judy Nelson

Ed Oberg

Dan Olson

Page 3 of 4





Mike Ruark
Betty Spieth
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘ MINUTES
VA\
C E BELLEVUE CITY HALL
N

WATER ALLIANCE MAy 24, 2006

ROLL CALL

At 3:33 PM Grant Degginger, Chair, called the meeting to order. 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. Meeting note: Jon Ault joined the meeting
at 3:40 PM, representing Skyway Water and Sewer District.

CONSENT ITEMS

A. Approval of Agenda
B. Approval of Minutes from the Regular Meeting held on April 26, 2006
C. Approval of the revised Treasurer’'s Report

A motion to approve the consent items was made by Mary-Alyce Burleigh, seconded by Jim
Haggerton and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS
A. Resolution No. 2006-09 approving recurring expenditures for 2006

Resolution No. 2006-03 established procedures related to Treasury functions, expenditures,
and the deposit, investment and disbursement of funds. It specifically provides that the
Board, by Resolution, could approve certain recurring expenses for periods up to one year.
The resolution authorizes expenditures for staff salaries, benefits, bond payments, Block
Contract payments, rent and telephone/internet service through December 31, 2006.

A motion to approve Resolution No. 2006-09 was made by Mary-Alyce Burleigh, seconded
by John Marchione and unanimously approved.

B. Resolution 2006-10 authorizing execution of agreements implementing the acquisition of
Bellevue’s segment of the Bellevue-Issaquah transmission pipeline

The Resolution authorizes the Chair to execute a Pipeline Transfer and Acquisition
Agreement and Pipeline Operations Agreement with the City of Bellevue and authorizes the
General Manager to execute any other agreements as necessary to implement the
acquisition of the water transmission pipeline. The agreements were approved by the
Bellevue City Council on May 15, 2006.

A motion to approve Resolution No. 2006-10 was made by Mary-Alyce Burleigh, seconded
by John Marchione and unanimously approved.
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The Board clarified that if it is determined that additional billing meters are necessary, such
meters will be Cascade meters and installed at Cascade’s expense.

. Authorization of repayment of loan from Sammamish Plateau Water and Sewer District

The Loan Agreement between Cascade and the Sammamish Plateau Water and Sewer
District dated November 1, 2004 provides for the principle amount to be repaid, with interest,
in accordance with Article Il. Funds are available for repayment of the loan (including
interest in the amount of $210,850) on May 31, 2006.

A motion to authorize the General Manager to repay the loan from Sammamish Plateau
Water and Sewer District was made by Jim Haggerton, seconded by Jon Ault and
unanimously approved.

. Consideration of consultant contracts for HDR Engineering, Inc.

The Board previously deferred action on two proposed contracts with HDR Engineering, Inc.
pending further review by the Resource Planning Committee. The Committee and staff
reviewed the proposed contract work scopes and made adjustments. A memorandum from
the General Manager regarding Revised Consultant Work Scopes was included with the
May Board package.

A PowerPoint presentation regarding the North Segment Pipeline — Final Design Options
was given, and a copy of the presentation was distributed at the meeting. A discussion
followed regarding HDR, opening the contract to competition, and the challenging schedule.
The Board agreed to negotiate the contracts with HDR, including terms and conditions.

A motion authorizing the General Manager to execute a consultant contract with HDR
Engineering, Inc. for Program Tasks with a maximum compensation amount of $115,000
was made by Lloyd Warren, seconded by Mary-Alyce Burleigh and unanimously approved.

A second motion authorizing the General Manager to negotiate a consultant contract with
HDR Engineering, Inc. for North Segment Pipeline Preliminary Design with a maximum
compensation amount of $1,768,165 was made by Lloyd Warren and seconded by Mary-
Alyce Burleigh. The motion was approved with 7 votes in favor and one against (Lloyd
Warren).

. Consideration of service contract with Watershed LLC

Cascade utilized Watershed LLC to conduct irrigation audits during 2005. The services
provided were excellent, as documented by written evaluations from audit recipients. More
audits were requested in 2005 than could be scheduled. The 2006 Budget and
conservation work plan provide for 100 residential audits (compared to 62 in 2005) and 6
audits at Issaquah schools. The 2006 budget contains $57,500 for irrigation audits and
upgrades. The contract with Watershed LLC would be the same as the 2005 contract.

A motion to authorize the General Manager to execute a service contract with Watershed
LLC for irrigation audits with a maximum compensation amount of $43,470 was made by
Jim Haggerton, seconded by Lloyd Warren and unanimously approved.

Consideration of extension of consultant contract with Ed Oberg Consulting, LLC

The termination date of the consultant contract with Ed Oberg Consultants LLC is May 31,
2006. The maximum compensation amount has not been reached and additional work can
be done related to the tasks in the scope of work.

A motion to authorize the General Manager to execute an extension of the consultant
contract with Ed Oberg Consultants LLC to September 30, 2006 was made by Jim
Haggerton, seconded by Lloyd Warren, and unanimously approved.
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G.

Selection of Firm to provide Insurance Brokerage and Risk Management Services

Three responses to Cascade’s Request for Qualifications were received: Arthur J. Gallagher
Risk Management Services, Inc.; Kibble & Prentice Holding Company; and Driver Alliant
Insurance Services, Inc. All three respondents were interviewed by a panel headed by John
Marchione. All were judged to be of high quality. A memorandum summarizing the
selection process and recommending the firm of Driver Alliant to provide insurance
brokerage and risk management services was distributed prior to the Board Meeting.

A motion to authorize the General Manager to negotiate and execute a contract for
insurance brokerage and risk management services with the firm Driver Alliant Insurance
Services, Inc. was made by John Marchione, seconded by Mary-Alyce Burleigh and
unanimously approved.

Grant Degginger expressed thanks to John Marchione and Ed Oberg for leading this effort.

STANDING COMMITTEE AND STAFF REPORTS

A.

Executive Committee

No specific report.

Resource Planning Committee
Refer to Action Items.
Membership Committee

No specific report.

Finance Committee

Water System Revenue Bonds

Closing on Cascade’s Water System Revenue Bonds, Series 2006 took place on May 10,
2006. Funds were received and deposited in the appropriate accounts established through
King County in accordance with the bond documents. The Official Statement for the bonds
was included with the May Board package.

2007 Budget

The Committee will begin development of the 2007 Budget with a workshop on rate
modeling scheduled for June 1, 2006. Board and staff will be provided additional details and
background material in advance of the workshop.

. Public Affairs Committee

The Committee continues to work on outreach activities including: meeting with State
Legislators, business groups and local elected officials; distribution of press releases on the
initial bond sale; and development of the new web site.

GENERAL MANAGERS REPORT

Muckleshoot Indian Tribe

A request was made for Board Members to meet with the Muckleshoot Indian Tribe for
settlement discussions. Grant Degginger, Lloyd Warren and Jim Haggerton volunteered to
attend meetings. Specific meeting dates will be emailed.
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A letter from Grant Degginger to the Muckleshoot Indian Tribe regarding initiating discussions
was included with the May Board package. A copy of the Tribe’s response was distributed at
the meeting.

Director of Finance

The candidate search closes May 26. Waters-Oldani reported that they have received 24
applications to date.

Conservation and Demand Summary

The monthly Conservation Activities Report and Demand Summary were included with the May
Board package.

NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 4:35 PM the Chair announced an Executive Session to last approximately 40 minutes to
consult with counsel regarding acquisition of property and confidential settlement discussions.

Meeting note: Grant Degginger left the meeting to respond to an emergency at 4:55 PM.
Lloyd Warren assumed the responsibilities of Chair.

The Executive Session was adjourned and the regular meeting reconvened at 5:00 PM.

REGULAR MEETING
The meeting was adjourned at 5:00 PM.

Board Members signed approved Resolutions, minutes and checks.

NEXT MEETING DATES
The next regular meeting will be held:

June 28, 2006
3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District
Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Steve Stevlingson, 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:
Pat Brodin

Joel Gordon
Erin Leonhart
Ron Little

Dan McDonald
Sarah Langton
Ron Little

Ed Oberg

Nav Otal

Dawn Reitan
Betty Spieth
Scott Thomasson
Denny Vidmar

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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C

MEETING OF THE BOARD OF DIRECTORS

‘V\A MINUTES

E BELLEVUE CITY HALL
N

WATER ALLIANCE MARCH 22, 2006

ROLL CALL

At 3:30 PM Lloyd Warren, Vice Chair, called the meeting to order. 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
B. Approval of Minutes from the Regular Meeting held on February 22, 2006
C. Approval of the revised Treasurer’s Report

A motion to approve the consent items was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

Cascade’s Financial Advisor, Bond Council and Underwriter presented an overview of the initial
Bond Offering as preparation for consideration of the following Resolutions. A copy of the
presentation was distributed at the meeting. A memorandum from the General Manager
regarding the Initial Bond Offering was included with the March Board package along with a
memorandum from the Finance Consultant regarding Financial Processes, Systems and
Treasury Recommendations.

A. Resolution No. 2006-03; Relating to Treasury Functions, the Authorization of Expenditures
and the Deposit, Investment and Disbursement of Funds

A motion to approve Resolution No. 2006-03 was made by Mary-Alyce Burleigh, seconded
by John Marchione and unanimously approved.

Jim Haggerton encouraged the Board to look at developing a position of Assistant
Treasurer.

B. Resolution No. 2006-04; Adopting a System of Registration of Bonds and Obligations of
Cascade

A motion to approve Resolution No. 2006-04 was made by Mary-Alyce Burleigh, seconded
by John Marchione and unanimously approved.

C. Resolution No. 2006-05; Adopting Fiscal Policies

A discussion ensued with several comments and questions, and the Board decided to defer
action on Resolution No. 2006-05. The Board directed the Finance Committee to address
the issues raised and present final Fiscal Policies to the Board at a Special Meeting in April.

Page 1 of 4





D.

Resolution No. 2006-06; Adopting the Capital Program Coordination, Management and
Finance Plan

A motion to approve Resolution No. 2006-06 was made by Mary-Alyce Burleigh, seconded
by John Marchione and unanimously approved.

Resolution No. 2006-07; Relating to the Water Transmission and Supply System of
Cascade Water Alliance; Authorizing the Borrowing of Money and the Issuance and Sale of
Water System Revenue Bonds for the Purposes of Paying Part of the Cost of Carrying out a
Portion of the Cascade Water Alliance Capital Program Coordination, Management and
Finance Plan, Providing for a Debt Service Reserve and Paying the Costs of Issuing and
Selling Those Bonds; Providing for Bond Insurance and Reserve Insurance; Fixing Certain
Provisions and Covenants of Those Bonds; Creating Certain Accounts Relating to Those
Bonds; and Authorizing and Directing the Sale of Those Bonds

A discussion ensued with several comments and questions, and the Board decided to defer
action on Resolution No. 2006-07. The Board directed the Finance Committee to address
the issues raised and present to the Board at a Special Meeting in April.

STANDING COMMITTEE AND STAFF REPORTS

A.

E.

Executive Committee

The Board will hold its annual retreat on Saturday, April 22 at the Mercer Island Community
Center. All Board Members and Alternate Board Members are encouraged to attend along
with one or two key staff Members. A proposed agenda will be distributed for comment.

Resource Planning Committee

Lake Tapps Acquisition

The status of due diligence investigations, final acquisition and operation agreements and
confidential settlement discussions were discussed in the Executive Session.

Pipeline Projects Schedule

Scoping meetings for the Environmental Impact Statement for the Central Segment Pipeline
have been held. Comments have been received from a number of interested parties. The
draft EIS is anticipated to be complete in late April, with the final EIS issued in August.

The Planning Committee and Finance Committee will hold a workshop on the status of the
route alternative assessment for the North Segment Pipeline on April 4, with a follow-up
discussion on April 20. The Committees plan to report to the Board at the April 22 Board
Meeting and make a recommendation for the preferred North Segment Pipeline route and
configuration. The Board will also be asked to authorize the SEPA review of the pipeline
options with emphasis on the recommended route and configuration.

Work scope and budget for design of the Central Segment Pipeline and pre-design/
environmental review of the North Segment Pipeline are being developed with HDR
Engineering, Inc. and will be presented to the Board for consideration in April.

. Membership Committee

No specific report.

Finance Committee

A 2005 Preliminary year-to-date report was distributed at the meeting.
Refer to Action Items for further issues.

Public Affairs Committee

The Committee continues to work on outreach activities including web site design, e-
newsletter and community meetings.
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Members of the Committee will meet with Puget Sound Energy and the Cascade Land
Conservancy to discuss the arrangement between Puget and the Conservancy regarding
Puget’s White River wildlife lands.

An article from the King County Journal quoting Grant Degginger from Cascade’s Annual
Meeting was distributed at the Meeting.

GENERAL MANAGERS REPORT

Cascade has prepared a Request for Qualifications for insurance brokerage and risk
management services. The RFQ will be published March 24 and March 31. Submittals are due
to Cascade by April 20 and a recommendation will be made to the Board in May.

The monthly Conservation Activities Report and Demand Summary were distributed at the
Meeting.

Cascade Board and Committee lists were distributed at the meeting.

NEW BUSINESS

There were no new matters of business.

EXECUTIVE SESSION

At 5:10 PM the Chair announced an Executive Session to last approximately 30 minutes to
consult with counsel regarding acquisition of property, confidential settlement discussions and
wheeling agreements.

At 5:37 PM a motion to extend the Executive Session an additional 10 minutes was made by
Don Davidson and seconded by Jim Haggerton.

The Executive Session was adjourned and the regular meeting reconvened at 5:47 PM.

REGULAR MEETING

A motion to authorize the Chair to send a letter to the Chair of the Muckleshoot Indian Tribe as
directed in the Executive Session was made by Mary-Alyce Burleigh, seconded by John
Marchione and unanimously approved.

ADJOURN

The meeting was adjourned at 5:50 PM.

Board Members signed approved Minutes, Resolutions and checks.

NEXT MEETING DATES
A Special Board Meeting will be held:

April 19, 2006
11:15 AM — Roundtable discussions and refreshments
11:30 AM — Special Meeting of Cascade Water Alliance Board of Directors

The next regular meeting will be held:

April 26, 2006
3:15 PM — Roundtable discussions and refreshments
3:30 PM — Meeting of Cascade Water Alliance Board of Directors
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ATTENDANCE

Board Members Present:

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

Lloyd Warren, Sammamish Plateau W&S District
Steve Stevlingson, 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
Bob Campbell
Alan Dashen
Judson Grief
Daryl Grigsby
Tom Harmon
Rick Kirkby

Erin Leonhart
Ron Little

Dan McDonald
Brad Miyake
Sheldon Lynne
Judy Nelson
Mike Ruark
Betty Spieth
Hugh Spitzer
Scott Thomasson

APPROVED BY:

Grant Degginger, Chair

Lloyd Warren, Vice Chair
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MEETING OF THE BOARD OF DIRECTORS

‘VA\ MINUTES

C A S C D E BELLEVUE CITY HALL

WATER ALLIANCE DECEMBER 13, 2006

ROLL CALL

At 3:31 PM Grant Degginger, Chair called the meeting to order. 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.
B.
C.

Approval of Agenda
Approval of Minutes from the Regular Meeting held on November 15, 2006
Approval of the revised Treasurer's Report

A motion to approve the consent items was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

PUBLIC COMMENT

No members of the public in attendance commented.

ACTION ITEMS

A.

Consultant Contact for Financial Consulting Solutions Group

Cascade received consulting services related to financial (including ratemaking and policy),
organization and institutional issues from Financial Consulting Solutions Group Inc. (FCSG)
during 2006. The services provided by FCSG have been excellent, and it is recommended
that Cascade continue to contract with FCSG for financial consulting services.

In addition, Cascade requested and received qualifications from several firms for water
demand projections and other engineering services in August 2006. Cascade prepared a
scope of work and requested proposals for Water Demand Forecast and Near Term Supply
Strategies on October 25, 2006 from RW Beck Engineering and FCSG. On December 7,
2006 Member Staff convened to discuss the proposals, and recommend selection of FSCG
for developing Cascade Near Term Water Demand Forecast and Supply Strategies. This
task would be included as a separate work order under the FCSG Consulting Contract, with
a maximum compensation amount not to exceed $120,000 and a target completion date of
July 1, 2007.

A motion to authorize the General Manager to execute a Consultant Contract with FCSG for
the period January 1, 2007 through December 31, 2007 with a maximum compensation
amount of $185,000 was made by Lloyd Warren, seconded by John Marchione and
unanimously approved. FCSG rates for 2007 were included with the December Board
package and represent a slight increase from 2006.
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B. Consultant Contract for Benson & McLaughlin

Cascade received accounting, audit, tax return preparation and bookkeeping services from
Benson & McLaughlin during 2006. The services provided by Benson & McLaughlin have
been excellent and it is recommended that Cascade continue to contract with Benson &
McLaughlin for accounting services.

A motion to authorize the General Manager to execute a Consultant Contract with Benson &
McLaughlin for the period January 1, 2007 through December 31, 2007 with a maximum
compensation amount of $35,000 was made by Jon Ault, seconded by Jim Haggerton and
unanimously approved. Benson & McLaughlin rates for 2007 were included with the Board
package and represent a modest increase from 2006.

C. Consulting Contract with Richard Kirkby

Cascade has utilized Richard Kirkby to manage a number of activities since 2004, including
the Tacoma Wholesale Contract, Issaquah pipeline acquisition and King County planning
activities. It is recommended that Cascade contract with Mr. Kirkby to manage obtaining
franchise agreement for the regional pipeline and regional planning activities.

A motion to authorize the General Manager to execute a Consultant Contract with Richard
Kirkby for the period January 1, 2007 through July 31, 2007 with a maximum compensation
amount of $55,000 and a rate of $120 per hour was made by Lloyd Warren, seconded by
Mary-Alyce Burleigh and unanimously approved. This is the first rate increase since 2004.

D. Contract with Portland Energy Conservation Inc.

Cascade has contracted with Portland Energy Conservation Inc. (PECI) for management of
the clothes washer rebate program since 2004. The service provided by PECI has been
excellent and it is recommended that Cascade continue to contract with PECI for washer
rebate program management. The total estimated cost of the 2007 program is $185,000.
The 2007 program is expected to provide a comparable number of rebates as in 2006. The
cost of the 2007 program is significantly lower than the $365,000 cost in 2006 due to new
partnering arrangements with Seattle Public Utilities, Seattle City Light and Puget Sound
Energy.

A motion to authorize the General Manager to execute a Clothes Washer Rebate Program
Agreement with Portland Energy Conservation Inc. for the period beginning January 1, 2007
through December 31, 2007 with a maximum compensation amount of $185,000 was made
by Jon Ault, seconded by Jim Haggerton and unanimously approved.

E. Contract with Pacific Supply

Cascade has contracted with Pacific Supply for management of the commercial/multi-family
toilet replacement program since 2005. The services provided by Pacific Supply have been
excellent and it is recommended that Cascade continue to contract with Pacific Supply for
toilet replacement program management for 2007. The estimated cost of the 2007 program
is $100,000.

A motion to authorize the General Manager to execute a contract for Commercial/Multi-
Family Toilet Replacement Program Management with Pacific Supply for the period
beginning January 1, 2007 through December 31, 2007, with a maximum compensation
amount of $100,000 was made by Mary-Alyce Burleigh, seconded by Jim Haggerton and
unanimously approved.
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Consultant Contract with Langton Spieth LLC

Cascade received public affairs consulting services from Langton/Spieth LLC in 2006. The
services provided by Langton Spieth have been excellent and it is recommended that
Cascade continue to contract with Langton/Spieth for public affairs consulting services.

A motion to authorize the General Manager to execute a Consultant Contract with Langton
Spieth LLC for the period January 1, 2007 through December 31, 2007 with a billing rate of
$11,000 monthly was made by John Marchione, seconded by Jon Ault and unanimously
approved.

. Consultant Contract with Gordon Thomas Honeywell Governmental Affairs

Cascade received governmental affairs consulting services from Smith Alling Lane in 2006.
The governmental affairs section of Smith Alling Lane will be leaving the firm and affiliating
with the Gordon Thomas Honeywell firm. As a transition, it is recommended that Cascade
contract with Gordon Thomas Honeywell for governmental affairs consulting services.

A motion to authorize the General Manager to execute a consultant contract with Gordon
Thomas Honeywell Governmental Affairs for the period January 1, 2007 through June 30,
2007 with a billing rate of $3,000 monthly was made by John Marchione, seconded by Lloyd
Warren and unanimously approved.

It was noted that Robert Mack is moving from Smith Alling Lane to Deputy Director of
Tacoma Public Utilities. He will be available to work with previous clients for a smooth
transition.

. Retention of Inslee, Best, Doezie & Ryder, PS

Cascade received general legal services from Inslee, Best, Doezie & Ryder PS in 2006.
The services provided by Inslee, Best have been excellent and it is recommended that
Cascade continue to retain Inslee Best for general legal services.

A motion to Continue to retain Inslee, Best, Doezie & Ryder PS as legal council under the
terms of the May 19, 1999 Conditions of Service Agreement was made by Lloyd Warren,
seconded by John Marchione and unanimously approved. Inslee Best rates for 2007
remain the same as 2006.

Retention of Buck & Gordon LLP

Cascade utilized Buck & Gordon LLC to provide real estate and environmental assessment
services in 2006. The services provided by Buck & Gordon have been excellent and it is
recommended that Cascade continue to retain Buck & Gordon for real estate and
environmental assessment services.

A motion to continue to retain Buck & Gordon LLC as real estate and environmental
assessment council under the terms of the November 12, 2004 Engagement of Services
letter was made by Mary-Alyce Burleigh, seconded by Lloyd Warren and unanimously
approved. Buck & Gordon rates for 2007 were included in the December Board package
and represent a small increase from 2006.

Retention of Foster Pepper & Shefelman, PLLC

Cascade utilized Foster Pepper & Shefelman, PLLC as litigation and financial council in
2006. The services provided by Foster Pepper have been excellent and it is recommended
that Cascade continue to retain Foster Pepper for litigation and financial services.

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
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letters was made by John Marchione, seconded by Mary-Alyce Burleigh and unanimously
approved. Foster Pepper rates for 2007 were included in the Board package and represent
a slight increase form 2006. Rates for litigations council remain unchanged through the
duration of the defense.

Employment Agreement for General Manager

A sub-committee of the Board met with the General Manager to review the General
Manager’s performance over the term of the current agreement, which terminates
December 31, 2006. The sub-committee recommends execution of a new Employment
Agreement retaining the services of Michael Gagliardo as General Manager.

A motion to authorize the Chair to execute a new Employment Agreement with Michael
Gagliardo for the period January 1, 2007 through December 31, 2007 and an annual salary
of $120,000 was made by Jim Haggerton, seconded by Mary-Alyce Burleigh and
unanimously approved.

Approval of the Option Agreement for purchase of the Ford Property

In accordance with direction and policy established by the Board, the General Manager
negotiated and executed an Option Agreement (dated November 15, 2006) for purchase of
the Ford Property, for use as a potential location for construction and operation of Cascade
Transmission Facilities. The agreement provides for: an initial Option Payment of $10,000
for the initial option period of six months; two additional three month option periods with
Extension Payments of $10,000; and a purchase price of $600,000. Option payments are
credited against the purchase price.

A motion to approve the Option Agreement in accordance with section 40 was made by Jim
Haggerton, seconded by Mary-Alyce Burleigh and unanimously approved.

. Resolution No. 2006-16; Approving Recurring Expenses for 2007

Cascade has regular recurring expenses for items such as staff salaries and benefits, rent
and bond payments. The Resolution authorizes payment of specific recurring expenses
through December 31, 2007, in amounts not to exceed those authorized in the Budget.

A motion to adopt Resolution No. 2006-16 was made by Mary-Alyce Burleigh, seconded by
Jon Ault and unanimously approved.

. Resolution No. 2006-17; Adopting Conservation Policies

Cascade has developed a number of water conservation policies to guide the establishment
of Cascade’s water conservation goal and long-term conservation plan. The policies
provide for: implementing Cascade’s conservation requirements in the Interlocal Contract;
conservation measures required for each Member to comply with the 2003 Municipal Water
Law; promoting the efficient use of water; emphasizing reduced peak season demand;
proportionate services to each Member; consideration of cost-effectiveness of conservation
measures; and flexibility in implementation.

A motion to adopt Resolution No. 2006-17 was made by Jim Haggerton, seconded by Mary-
Alyce Burleigh and unanimously approved.

. Resolution No. 2006-18; Concerning Future Modifications to the Lake Tapps Reservoir
Management Agreement

As part of the acquisition of Lake Tapps assets from Puget Sound Energy (PSE), Cascade
will accept assignment of the March 2004 Agreement Regarding Reservoir Management
between PSE and the Lake Tapps Community. Cascade and representatives of the Lake
Tapps Community agree that modifications to the Reservoir Management Agreement are

Page 4 of 6





necessary. A revised Resolution was distributed at the meeting and establishes certain
principles to guide development of a modified agreement.

A motion to adopt Resolution No. 2006-18 as reviewed was made by Lloyd Warren,
seconded by Jim Haggerton and unanimously approved.

A discussion ensued regarding water treatment technology, water quality, homeowner’s
concerns, and water flows.

STANDING COMMITTEE AND STAFF REPORTS

A.

Executive Committee

No specific report.

Resource Planning Committee
No specific report.
Membership Committee

No specific report.

Finance Committee

No specific report.

Public Affairs Committee

A Committee retreat will be held on December 21, 2006 to plan for expanding public
outreach and communication activities in 2007.

GENERAL MANAGERS REPORT

The General Manager thanked Dan and Nancy Olsen for providing holiday treats for the
meeting.

The monthly Conservation Activities Report and Demand Summary were distributed at the
meeting.

NEW BUSINESS

Grant Degginger requested that the Finance Committee review consultant contracts in
preparation for construction activities expected to begin in 2007.

EXECUTIVE SESSION

At 4:40 PM the Chair announced an Executive Session to last approximately 45 minutes to

consult with counsel regarding acquisition of property and confidential settlement discussions.

The Executive Session was adjourned and the regular meeting reconvened at 5:30 PM.

ADJOURN

The meeting was adjourned at 5:30 PM.

Board Members signed approved Minutes, Resolutions and checks.
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NEXT MEETING DATE
The next regular meeting will be held:
January 24, 2007

3:15 PM — Roundtable discussions and refreshments

3:30 PM — Meeting of Cascade Water Alliance Board of Directors

ATTENDANCE

Board Members Present:

Grant Degginger, City of Bellevue

Don Davidson, City of Bellevue

David Knight, Covington Water District

David Kappler, City of Issaquah

Joe Forkner, City of Issaquah

Mary-Alyce Burleigh, City of Kirkland

Jim Lauinger, City of Kirkland

John Marchione, City of Redmond

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

Joyce Clarke, Skyway W&S District

Jim Haggerton, City of Tukwila

Staff Present:

Michael Gagliardo, General Manager

Steven Call, Director of Finance

Dennis Fields, Engineering Projects Manager
Pamela Higbee, Office Manager

Others Present:
Alison Bennett
Pat Brodin

Joel Gordon
Dan Gross

Erin Leonhart
Sheldon Lynne
Dan Olson

Mike Ruark
Betty Spieth
Scott Thomasson
Denny Vidmar

APPROVED BY:
Grant Degginger, Chair
Lloyd Warren, Vice Chair
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