. REGULAR MEETING OF THE BOARD OF DIRECTORS
"~ AGENDA

C E BELLEVUE CITY HALL — ROOM 1E-108
N

August 26, 2009
WATER ALLIANCE 330 PAY

1. CALL TO ORDER

2. ROLL CALL

3. EXECUTIVE SESSION

4. PUBLIC COMMENT

5. CHIEF EXECUTIVE OFFICER’'S REPORT

a. Staff Reports
1 Finance and Administration —
2 Conservation —
3. Capital Projects and Operations Report —
4 Planning —
5 Intergovernmental and Communications —

b. Bonney Lake Days Sponsorship Proposal (for information only) —

c. 2010 Budget, Member Rates, and RCFC —
6. APPROVAL OF AGENDA
7. CONSENT ACTION ITEMS
a. July 22, 2009 Regular Board Meeting Minutes —

b. Motion to approve payment of warrants, including payroll, for the month of
August. —

8. OTHER ACTION ITEMS

a. Motion to approve Resolution 2009-10 adopting Amendment No. 1 to the Capital
Program Coordination, Management and Finance Plan —

b. Motion to approve Resolution 2009-10 authorizing the sale of bonds —



9. STAFF PRESENTATION
10. COMMITTEE REPORTS
a. Audit Committee — no meetings held
b. Executive Committee — no meetings held
c. Public Affairs Committee — August 4, 2009 —

d. Resource Management Committee — no meetings held

11. NEW BUSINESS

12. NEXT REGULAR MEETING — Wednesday, September 23, 2009, Bellevue City Hall —
3:30pm

13. ADJOURN

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

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

From 1-405 north or southbound:

Take NE 4" Street exit

Head West on NE 4" Street

Turn right onto 110" Avenue NE

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

BE SURE TO HAVE YOUR PARKING VALIDATED AT THE SERVICE FIRST
DESK ON YOUR WAY IN TO THE MEETING
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\!/A
C E PUBLIC AFFAIRS COMMITTEE
N Grant Degginger, Chair; Mayor, City of Bellevue

CE Mary-Alyce Burleigh; Councilmember, City of Kirkland
John Marchione; Mayor, City of Redmond

WATER ALLTA

Meeting Recap

Tuesday, August 4, 2009

Negotiations with Four Cities/Update

Recap: Cascade held more meetings with the four cities this month, the latest included
the Tacoma Water officials. These discussions have been dedicated solely to water
issues. The cities have agreed to submit to Cascade a written response to Cascade’s
proposals by mid to late August. Staff spent additional time answering questions for the
City of Auburn.

King County Franchise/Update

Recap: Cascade staff and attorneys will finalize a document as discussed at the July
Board Meeting and share with members’ attorneys for review. The document will then
be sent to King County. Cascade will ask for a meeting with the County Executive to
determine if resolution is possible. If not, Cascade has other options available to it to
continue with water supply transmission if necessary.

Water Right/Update

Recap: Cascade staff met with the Department of Ecology to review progress on the
draft Environmental Impact Statement Cascade hopes to send to Ecology for
consideration in mid to late September. Discussions focused on the challenges,
including Cascade’s draft development schedule and whether DOE had sufficient staff
(as a result of state budget cuts) to review the documents. Cascade will offer support in
writing the document.
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Lake Tapps Area Issues

Lake Ownership

Recap: Cascade is working with Puget Sound Energy to catalog all that is
entailed in running the Lake Tapps operations. A meeting is set with PSE to
review all aspects — from engineering to biology — to review each topic to ensure
a complete download. From that meeting, Cascade will put together a master list
of what it takes to operate the lake. After prioritizing the list and reviewing and
assigning risks to each item, a matrix will be created and brought back to the
Public Affairs Committee for review and further discussion.

Beautify Bonney Lake Day sponsorship

Recap: Cascade proposed sponsorship of Beautify Bonney Lake Day. Per
Cascade resolution, any sponsorship exceeding $1,000 must be submitted to the
board for approval. The Public Affairs Committee approved submittal of the
sponsorship proposal to the full board at its August meeting with its
recommendation.

Lake Tapps Community Outreach Plan

Recap: The committee discussed potential elements for inclusion in Cascade’s
outreach efforts, including communications activities (newsletters, meetings,
web) as well as an event with the Lake Tapps Community Council, the
community at large, and a special breakfast with Lake Tapps area elected
officials and Cascade’s board members. A special publication will be created and
printed in the local community newspaper. Cascade will have an office presence
in the community (location to be determined) and the office will be staffed at least
once a week by Intergovernmental and Communications staff along with
Operations staff.

Burlington Northern Santa Fe Corridor/Update

Recap: The right of way along the BNSF corridor has been the topic of many
discussions involving public and private entities that want to preserve the corridor
multiple future uses. The parties involved continue to move forward in discussions
regarding the practicality of obtaining this corridor and keeping it in public use. The
effort has been granted an extension to the end of 2009 and the momentum is building
with future meetings scheduled.

NOTE: New date for September meeting: Due to conflicts and Labor Day, the next
Public Affairs Committee will be held on Tuesday, September 15 at 8 a.m. in Cascade’s
offices.
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C ADE MEMORANDUM
WATER ALLIANCE
DATE: August 26, 2009
TO: Lloyd Warren, Chair
Board Members
FROM: Elaine Kraft, Intergovernmental and Communications Director

SUBJECT:  August Intergovernmental and Communications Report

1.

Intergovernmental Activities:

Federal Issues: Plans are underway for a September visit to Washington DC for Cascade to
meet with administration officials and Congressional staff to seek support and funding for
Cascade issues. This includes finishing the design and beginning construction on the
replacement dam on the White River as soon as possible; encouraging the US Army Corps
of Engineers to study multipurpose operations of Mud Mountain Dam to include fish
protection, minimum flows during the summer and flood protection; and enhancing and
upgrading the US Geological Survey’s gauging and monitoring stations on the White River.
We will also meet with policy organizations that focus on water issues to explore ways to
share our issues while increasing Cascade’s profile on national issues of interest.

State Issues: Cascade is working to establish itself as a member of key state water policy
groups (e.g., the Washington Water Utility Council) and will engage in policy discussions
and support statewide policy efforts with other water suppliers.

King County Franchise: Discussions continue on final language. Members’ staff and
attorneys worked with Cascade on the latest language to send back to the county. Cascade
will request a meeting with the Executive to resolve issues. Cascade has other options to
move forward if there is no resolution.

Four Cities: Cascade staff continues to meet with Auburn, Bonney Lake, Buckley and
Sumner to review details of the cities’ requests (amounts/timelines of each.) The last (fourth
meeting) included the four cities and Tacoma Water, as well, to review options. Cascade is
awaiting a response from the cities to recent proposals.

Burlington Northern: Cascade is one of several public and private entities continuing to
discuss the potential and possibility of owning this north-south corridor. The deadline for
action has been extended through 2009 and momentum is building as options of how best
to keep this corridor viable for utilities, transit, trails and other uses are considered.
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2. Communications

Releases: Cascade distributed two news releases highlighting conservation successes this
month. The first release (Attachment 1) is on how conservation helped keep water use —
while high -- below all time highs of 2004 despite record setting temperatures and a larger
population. The other highlights an $18,000 rebate to the Bellevue Hyatt Hotel for
installation of 349 WaterSense toilets and 18 water free urinals -- the first project where the
customer was not upgrading old fixtures, but installing high efficiency ones from the
beginning

Newsletter: Cascade’s summer newsletter was sent this month focusing on the
Connections Working Group outreach efforts and conservation. A copy is attached.

Lake Tapps: Cascade is preparing a complete communications plan to announce its
ownership of Lake Tapps. The plan will include but not be limited to an electronic newsletter
to all key stakeholders, as well as a formal printed newsletter which will be printed in local
Reporter newspapers to get the news out. Editorial board meetings will also be scheduled.

Annual Report: In addition, the Cascade annual report will be prepared highlighting the
activities and successes of 2009 to be issued early next year. A conservation annual report
will be included within the report and also available as a standalone promotion piece.

3. Community Relations:

A community relations plan is being developed to address outreach to the Lake Tapps
community as Cascade prepares to become the owner of the lake. This includes outreach
efforts and a celebration, event, or public meeting which will be scheduled to note the sale.
In addition, Cascade sponsored Bonney Lake Days in August and Beautify Bonney Lake
Day in September. Cascade is also working with Pierce County and Puget Sound Energy to
prepare for the transition.

4. 2009 Planning Process Qutreach:

The second meeting of the Cascade Water Connections working group was held August 13,
and about 25 individuals attended, reviewing supply criteria and evaluation of supply
options. The role of the members is to become informed, educated and engaged
stakeholders and to give input on key milestones in the planning process.

The group will meet throughout the remainder of this year and into next year, and its work
will coincide with key decisions the board will make on the planning process. The final
product of this group will be a report of their work to the board.

Attachments
1. Conservation press release August 12, 2009 —
2. Summer Newsletter —



http://www.cascadewater.org/enews_archives/summer_09/cwa_summer09.html
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.w August 12, 2009
S

C E Contact:
Michael Brent, Water Resources Manager
WATER ALLIANCE 425 453.1810

mbrent@cascadewater.org
www.cascadewater.org

FOR IMMEDIATE RELEASE

Water Conservation Meant Less Water Used
During Recent Hot Weather; Saves Water and Dollars

Despite record high temperatures in July, residents and businesses within the Cascade
Water Alliance service area used less water than during previous hot summers.

The reason? Great water conservation habits and a switch to high efficiency
appliances and fixtures.

Cascade Water Alliance serves homes and businesses throughout Redmond, Kirkland,
Bellevue, Sammamish, Issaquah, Tukwila, Skyway, and Covington. Effective
conservation measures by local residents, such as using WaterSense® labeled toilets,
rain sensors, efficient showerheads and aerators, toilet leak detection and front loading
clothes washers, have made a big difference.

“More people live here now than five years ago, when the summer was also extremely
hot,” said Mike Brent, Cascade’s Water Resources Manager. “But because of great
conservation practices by residents, water use was lower compared to the same period
in 2004. The only way to explain it is that more people are using water wisely.”

“Cascade commends residents in our communities for their conservation efforts and for
purchasing products that save water,” he said. “This helps ensure a reliable water
supply system and saves money for the homeowner.”

Brent also reminds homeowners who turned their irrigation system up to deal with the
increased heat to turn them down now to reflect the current moderate temperatures
and rainfall.

Cascade recently completed its first year of conservation reporting during which
significant progress was made toward achieving goals and conserving water resources.
Cascade adopted its first Six-Year Conservation Savings Goal in 2008 and achieved a
savings of over 426,000 gallons of water per day, representing 42 percent of its 2008 -
2013 savings goal. All Cascade members are on track to meet their respective water
conservation goals.







Attachment 1

Conservation gains in the past year came from a variety of programs offered by
Cascade to help residents conserve. These include rebates for high efficiency toilets
and clothes washers, faucet aerator and showerhead installations, irrigation system
audits and upgrades and more. Cascade partners with many other water and energy
providers to educate consumers and offer tools for wise use of water. For details on
these and other conservation programs Cascade offers, visit www.cascadewater.org.

Cascade Water Alliance is a non-profit corporation, comprised of the cities of Bellevue,
Redmond, Kirkland, Issaquah and Tukwila, and Covington Water District, the
Sammamish Plateau Water and Sewer District and Skyway Water and Sewer District to
provide safe, clean and reliable water to its 370,000 residents and 22,000 businesses.
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AGENDA MEMORANDUM
SUBJECT

Motion to approve Resolution No. 2009-11 authorizing the Borrowing of Money and the
Issuance and Sale of Water System Revenue Bonds, In One or More Series, 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.

BACKGROUND

The purposes of the Bonds are to pay the cost of carrying out a portion of the capital
program described in Cascade’s 2009 Watershed Management Plan (2009 WMP)
(which is the Capital Program Coordination, Management and Finance Plan, Amendment No.
1, to be approved in Resolution No. 2009-10), to provide for a debt service reserve and to pay
the costs of issuing the bonds.

The 2009 WMP describes financing elements necessary to implement Cascade’s Transmission
and Supply Plan (TSP), approved by the Board in 2004. The 2009 WMP, is an update to the
2006 WMP, describes Cascade’s water system and its current water supply strategy, system
analysis, infrastructure needs and current capital improvement and financial programs. As part
of its long term plan, Cascade is acquiring the Lake Tapps water rights and related facilities
from Puget Sound Energy (PSE), and plans in the future to build transmission and storage
facilities to transport the local and regional water sources to meet the water supply needs of the
Members.

Cascade is in the process of preparing its 2010 TSP, which will replace the current TSP, and
expects to modify certain elements of its capital plan. Cascade has determined that the projects
to be financed by the Bonds are necessary for the long term supply needs of the Members. The
outcome of the 2010 TSP process and the water sources selected to meet Member demand will
determine the timeframe for design and construction of the water treatment and transmission
facilities necessary to deliver water from Lake Tapps to the Members. Cascade expects to apply
a portion of the proceeds of the Bonds to make payments to PSE relating to certain assets at
Lake Tapps, make certain mitigation payments relating to the Lake Tapps acquisition, and to
provide for payment of costs of planning, design, route assessment and environmental review
relating to Lake Tapps and required water transmission lines, all consistent with the 2009 WMP.

In accordance with the 2009 MWP, regional transmission projects will be needed to deliver
water purchased from the City of Tacoma to the Members, although the 2009 WMP
contemplates that these projects will not be pursued until 2025 or later. Transmission planning
and design, as well as a transmission system routing study to determine the sizing and routing
of the proposed transmission pipelines have been completed. The transmission system is
expected to be developed in stages, as water is purchased from Tacoma in the future. A portion
of the proceeds of the Bonds will be used to pay costs of limited segments of the transmission
system, mainly property acquisitions, in order to preserve pipeline route options.





FISCAL IMPACT

The Bond issue will be approximately $82 million, which includes transaction costs. Although
final principal and interest terms will be determined upon pricing of the bonds, staff anticipates a
interest rate of approximately 5.25%, resulting in principal and interest payments of
approximately $7,182,000 annually over a 25-year term. The annual debt service of this bond
issue has been anticipated for several years and has already been incorporated into Cascade’s
2010 and beyond budget and rates.

OPTIONS

1. Adopt Resolution No. 2009-11 authorizing the Borrowing of Money and the Issuance and
Sale of Water System Revenue Bonds, In One or More Series, 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.

2. Do not adopt Resolution No. 2009-11 and refer the Memorandum back to staff for
additional work.

RECOMMENDED ACTION

Adopt Resolution No. 2009-11 authorizing the Borrowing of Money and the Issuance and Sale
of Water System Revenue Bonds, In One or More Series, 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.

ATTACHMENTS

1. Proposed Resolution No. 2009-11 —
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A RESOLUTION of the Board of Directors of Cascade Water Alliance, A Washington
Nonprofit Corporation, 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, In One or More Series, 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.

Adopted August 26, 2009
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.VA\ CASCADE WATER ALLIANCE
ReEsoLuTION No. 2009-11
CASCAD

WATER A

—

LIANCE

A RESOLUTION of the Board of Directors of Cascade Water Alliance, A Washington
Nonprofit Corporation, 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, In One or More Series, 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.

WHEREAS, Cascade Water Alliance (as further defined herein, “Cascade”) is a Washington
nonprofit corporation under Chapter 24.06 RCW composed of municipal corporations and
special purpose municipal corporations which is organized under the authority of the Interlocal
Cooperation Act (Chapter 39.34 RCW) for the purpose of providing water supply to meet the
growing demands of its Members; and

WHEREAS, pursuant to an Interlocal Contract effective April 1, 1999, as amended and restated
as of December 15, 2004 (the “Interlocal Contract”), and the provisions of Chapter 39.34 RCW,
Cascade is a “watershed management partnership” described in RCW 39.34.200 authorized
under RCW 39.34.210 to issue revenue bonds; and

WHEREAS, pursuant to Resolution No. 2005-06, Cascade adopted its Transmission and
Supply Plan on September 28, 2005, which serves, among other things, as a “Water Supply
Plan” as defined in the Interlocal Contract, and currently is engaged in the process of updating
that Water Supply Plan; and

WHEREAS, consistent with the Interlocal Contract and the Transmission and Supply Plan,
Cascade adopted the Capital Program Coordination, Management and Finance Plan
Amendment No.1 on August 26, 2009 (the “2009 Watershed Management Plan”), which
serves, among other things, as a “watershed management plan” under RCW 39.34.190; and

WHEREAS, the 2009 Watershed Management Plan describes various capital projects and
associated rights, properties and facilities necessary to carry out Cascade’s mission; and

WHEREAS, Cascade desires to issue water system revenue bonds to provide for part of the
cost of carrying out the 2009 Watershed Management Plan, to provide for a debt service
reserve and to pay the costs of issuing and selling those bonds;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF CASCADE
WATER ALLIANCE AS FOLLOWS:

Cascade Resolution No. 2009-11 Page 1 of 35
August 26, 2009
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Section 1. Definitions. As used in this resolution and for the purposes of this
resolution the following words shall have the following meanings:

@ “Accreted Value” means, with respect to any Capital Appreciation Bond,
as of the date of calculation, the sum of the initial principal amount of that Capital Appreciation
Bond plus the interest accumulated, compounded and unpaid thereon.

(b) “Annual _Debt Service” means, with respect to any Parity Bonds
outstanding as of the date of calculation, for any fiscal year (or other designated twelve-month
period), all amounts required to be paid in that fiscal year (or other designated twelve-month
period) in respect of Principal of and interest on those Parity Bonds, subject to the following:

D the interest rate on Variable Interest Rate Bonds shall be
assumed to be equal to the average SIFMA Municipal Swap Index during the fiscal quarter
preceding the quarter in which the calculation is made;

2) notwithstanding clause (1) of this definition, if a Payment
Agreement is in effect with respect to any Variable Interest Rate Bonds pursuant to which
Cascade receives payments based on a variable rate in exchange for making payments based
on a fixed rate, the interest rate on those Variable Interest Rate Bonds during the period that
Payment Agreement is scheduled to be in effect shall be assumed to be the fixed rate specified
in that Payment Agreement;

3) if a Payment Agreement is in effect with respect to any Parity
Bonds pursuant to which Cascade receives payments based on a fixed rate in exchange for
making payments based on a variable rate, the interest rate on those Parity Bonds during the
period that Payment Agreement is scheduled to be in effect shall be assumed to be the sum of
(a) the interest rate on those Parity Bonds determined as if those Parity Bonds were Variable
Interest Rate Bonds, plus (b) the positive difference, if any, between the fixed rate payable on
those Parity Bonds and the fixed rate Cascade receives pursuant to that Payment Agreement;

4) notwithstanding clause (1) of this definition, the interest rate on
Paired Bonds shall be assumed to be the aggregate fixed rate to be paid by Cascade with
respect to those Paired Bonds; and

(5) the outstanding Principal of any Balloon Bonds shall be assumed
to become due and payable in equal installments in each fiscal year from the date of calculation
to the final scheduled maturity of those Balloon Bonds.

(c) “Average Annual Debt Service” means, with respect to any Parity
Bonds outstanding as of the date of calculation, the sum of the Annual Debt Service on those
Parity Bonds for each fiscal year during which those Parity Bonds are scheduled to remain
outstanding, divided by the number of those fiscal years.

(d) “Balloon Bonds” means a series or subseries of Parity Bonds
designated as such in the applicable Parity Bond Authorizing Resolution, the aggregate
Principal of which becomes due and payable, either at maturity or by mandatory redemption, in
any fiscal year in an amount that constitutes 25% or more of the initial aggregate Principal of
that series or subseries of Parity Bonds.

(e) “Board” means the Board of Directors of Cascade.

Cascade Resolution No. 2009-11 Page 2 of 35
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® “Bond Fund” means the Water System Revenue Bond Fund created
pursuant to Resolution No. 2006-03 of Cascade.

(9) “Bond Counsel” means a firm of lawyers nationally recognized and
accepted as bond counsel and so employed by Cascade for any purpose under the 2009 Bond
Resolution applicable to the use of that term.

(h) “Bond Insurance” means any bond insurance policy guaranteeing the
payment when due of all or part of the Principal of and interest on any Parity Bonds.

0] “Bond Insurer” means any provider of Bond Insurance approved by the
Board by resolution or resolutions.

) “Bond Owners’ Trustee” has the meaning assigned to that term in
Section 27(b) of this resolution.

(k) “Bond Register” means the books or records maintained by the Bond
Registrar on which are recorded the names and addresses of the Registered Owner of each of
the Parity Bonds.

)] “Bond Registrar” means the fiscal agent of the State of Washington (as
the same may be designated by the State from time to time).

(m)  “Build America Bonds” means the 2009 Bonds of any series to which
Cascade elects to have Section 54AA of the Code apply.

(n) “Capital Appreciation Bonds” means any Parity Bonds, all or a portion
of the interest on which is compounded and accumulated at the rates or in the manner, and on
the dates, set forth in the applicable Parity Bond Authorizing Resolution and is payable only
upon redemption or on the maturity date of those Parity Bonds. Parity Bonds that are issued as
Capital Appreciation Bonds, but later convert to obligations on which interest is paid periodically,
shall be Capital Appreciation Bonds until the conversion date and thereafter shall no longer be
Capital Appreciation Bonds, but shall be treated as having a Principal amount equal to their
Accreted Value on the conversion date.

(0) “Cascade” means Cascade Water Alliance, a Washington nonprofit
corporation under Chapter 24.06 RCW composed of municipal corporations and special
purpose municipal corporations which is organized under the authority of the Interlocal
Cooperation Act (Chapter 39.34 RCW) for the purpose of providing water supply to meet the
growing demands of its Members and a watershed management partnership created pursuant
to Chapter 39.34 RCW. *“Cascade” includes a successor entity to all of Cascade’s rights and
obligations material to the Parity Bonds, including a successor municipal corporation.

(p) “Chief Executive Officer” means the Chief Executive Officer of
Cascade, or any other officer who succeeds to substantially all of the responsibilities of that
office specified in the 2009 Bond Resolution.

(e)) “Code” means the Internal Revenue Code of 1986, as amended, and
applicable rules and regulations promulgated thereunder.
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9] “Construction Fund” means the Construction Fund created pursuant to
Resolution No. 2006-03 of Cascade.

(s) “Coverage Reguirement” in any fiscal year (or other designated twelve-
month period) means that Net Revenue in that fiscal year (or other designated twelve-month
period), minus RCFCs received in that fiscal year (or other designated twelve-month period)
plus amounts on deposit in the Debt Service Account on the last business day prior to the
commencement of that fiscal year (or other designated twelve-month period), is at least equal to
the Annual Debt Service on all outstanding Parity Bonds and the amount, if any, required to be
deposited in any reserve account securing Parity Bonds in that fiscal year (or other designated
twelve-month period).

® “Debt Service Account” means the Debt Service Account in the Bond
Fund created pursuant to Resolution No. 2006-03 of Cascade.

(u) “DTC"” means The Depository Trust Company, New York, New York.

(V) “Event of Default” has the meaning assigned to that term in
Section 27(a) of this resolution.

(w) “Future Parity Bonds” means all revenue bonds and other obligations of
Cascade for borrowed money (including, without limitation, financing leases) issued or incurred
after the date of the issuance of the Bonds, the payment of which constitutes a lien and charge
on the Net Revenue equal in rank with the lien and charge upon the Net Revenue required to be
paid into the Bond Fund to pay and secure the payment of the Principal of and interest on the
2006 Bonds and the 2009 Bonds.

(x) “Government Obligations” means those government obligations
defined by RCW 39.53.010(9) as it now reads or hereafter may be amended or replaced.

(y) “Gross Revenue” means all of the earnings and revenues received by
Cascade from any source whatsoever including but not limited to: (a) Member Charges;
(b) revenues from the sale, lease or furnishing of other commodities, services, properties or
facilities; (c) the receipt of earnings from the investment of money in any maintenance fund or
similar fund; (d) federal credit payments received by Cascade in respect of Build America
Bonds; and (e) withdrawals from the Rate Stabilization Fund. However, the Gross Revenue
shall not include: (a) Principal proceeds of Parity Bonds or any other borrowings, or earnings or
proceeds from any investments in a trust, defeasance or escrow fund created to defease or
refund obligations relating to the System (until commingled with other earnings and revenues
included in the Gross Revenue) or held in a special account for the purpose of paying a rebate
to the United States Government under the Code; (b) income and revenue which may not
legally be pledged for revenue bond debt service; (c) improvement district assessments;
(d) federal or state grants allocated to capital projects; (e) payments under bond insurance or
other credit enhancement policy or device; (f) insurance or condemnation proceeds used for the
replacement of capital projects or equipment; (g) earnings in any construction fund or bond
redemption fund; (h) deposits to the Rate Stabilization Fund; or (i) any revenues generated by
any Member’s Water Supply Assets that are not part of the System, except those amounts that
are payable to Cascade pursuant to the Interlocal Contract or another interlocal agreement.
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(2 “Independent Consulting Engineer” means either (1) an independent
licensed professional engineer experienced in the design, construction or operation of municipal
utilities of comparable size and character to the System or (2) an independent certified public
accountant or other professional consultant experienced in the development of rates and
charges for municipal utilities of comparable size and character to the System.

(@aa) “Interlocal Contract” means the Interlocal Contract effective April 1,
1999, as amended and restated on December 15, 2004, and as that Interlocal Contract may be
further amended from time to time consistent with Section 26 of this resolution.

(bb) “Letter of Representations” means the Blanket Issuer Letter of
Representations between Cascade and DTC dated April 26, 2006, as it may be amended from
time to time.

(cc) “MSRB” means the Municipal Securities Rulemaking Board.

(dd) “Maximum_ Annual Debt Service” means, with respect to any Parity
Bonds outstanding as of the date of calculation, the maximum amount of Annual Debt Service
that will mature or come due in the current year or any future year on those Parity Bonds.

(ee) “Member” means a member agency of Cascade under the Interlocal
Contract.

() “Member _Charges” means all payments that Members are required by
the Interlocal Contract to make to Cascade, including but not limited to all Rates and Charges,
RCFCs, dues, assessments and other payments from Members.

(gg) “Net Revenue” for any fiscal year (or other designated twelve-month
period) means the Gross Revenue for that fiscal year (or other designated twelve-month period)
less Operations and Maintenance Costs for that fiscal year (or other designated twelve-month
period). In calculating Net Revenue, Cascade shall not take into account any non-cash gains or
losses with respect to any real or personal property, investment or agreement that it may be
required to recognize under generally accepted accounting principles, such as unrealized mark-
to-market gains and losses.

(hh)  “Operations and Maintenance Costs” means all expenses incurred by
Cascade to operate and maintain the System in good repair, working order and condition,
including without limitation, payments made to any other public or private entity for water or
other utility service. Operations and Maintenance Costs shall not include any depreciation,
capital additions or capital replacements to the System.

(i) “Paired Bonds” means two series of Parity Bonds (1) that are issued
simultaneously, (2) that are designated as Paired Bonds in the applicable Parity Bond
Authorizing Resolution, (3) equal in Principal amount, (4) that mature and are subject to
mandatory redemption on the same date and in the same amount and (5) the interest rates on
which, taken together, result in an irrevocable fixed interest rate obligation of Cascade until the
maturity or prior redemption thereof.

()] “Parity Bond Authorizing Resolution” means one or more resolutions
of Cascade (including the 2006 Bond Resolution and the 2009 Bond Resolution) that authorize
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the issuance and sale and establish the terms of a particular series of Parity Bonds and other
matters relating to the same plan of finance.

(kk)  “Parity Bonds” means the 2006 Bonds, the 2009 Bonds and any Future
Parity Bonds.

(I “Payment Agreement” means a written agreement that (1) is entered
into by Cascade for the purpose of managing or reducing Cascade’s exposure to fluctuations or
levels of interest rates for Parity Bonds or for other interest rate, investment, asset or liability
management purposes related to Parity Bonds, (2) is entered into on either a current or forward
basis with a Qualified Counterparty, (3) is authorized by any applicable laws of the State in
connection with, or incidental to, the issuance, incurring or carrying of particular bonds, notes,
bond anticipation notes, commercial paper, or other obligations for borrowed money, or lease,
installment purchase or other similar financing agreements or certificates of participation therein,
(4) provides for an exchange of payments based on interest rates, ceilings or floors on those
payments, options on those payments, or any combination thereof or any similar device and
(5) expressly provides that Cascade’s obligation to make regularly scheduled payments
thereunder constitutes a charge on Net Revenue equal in rank with the charge upon Net
Revenue required to be paid into the Bond Fund to pay the Principal of and interest on the
Parity Bonds.

(mm) “Payment Agreement Payments” means the regularly scheduled
amounts (netted, if applicable) required to be paid by Cascade to the Qualified Counterparty
pursuant to a Payment Agreement.

(nn) “Payment Agreement Receipts” means the regularly scheduled
amounts (netted, if applicable) required to be paid by the Qualified Counterparty to Cascade
pursuant to a Payment Agreement.

(oo) “Principal” means, as of any date of calculation, (1) with respect to any
Capital Appreciation Bond, the Accreted Value thereof as of the date on which interest on that
Capital Appreciation Bond is compounded next preceding that date of calculation (unless that
date of calculation is a date on which interest is compounded, in which case, as of that date of
calculation), and (2) with respect to any Parity Bond other than a Capital Appreciation Bond, the
principal amount thereof.

(pp) “Qualified Counterparty” means a party (other than Cascade or a party
related to Cascade) who is the other party to a Payment Agreement and (1) at the time of
execution of the Payment Agreement, (a) whose claims-paying ability is or senior unsecured
debt obligations are rated in one of the three highest rating categories of each of at least two
Rating Agencies or (b) whose obligations under the Payment Agreement are guaranteed for the
entire term of the Payment Agreement by an entity whose claims-paying ability is or senior
unsecured debt obligations are rated in one of the three highest rating categories of each of at
least two Rating Agencies (in each case, without regard to any gradations within a rating
category), and (2) who is otherwise qualified to act as the other party to a Payment Agreement
under any applicable laws of the State.

(qq) “Rate Stabilization Fund” means the Rate Stabilization Fund created
pursuant to Resolution No. 2006-03 of Cascade.
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(rm) “Rates _and_ Charges” means the rates and charges (not including
RCFCs) chargeable to each Member under the Interlocal Contract plus any late payment or
other charge that may be due.

(ss) “Rating Agencies” means any nationally-recognized securities rating
agency or agencies rating any of the Parity Bonds at the request of Cascade.

(tt) “RCFC Fund” means the RCFC Fund created pursuant to Resolution
No. 2006-03 of Cascade.

(uu) “RCECs” means the regional capital facilities charges to each Member
for new equivalent residential units connected to that Member’'s water distribution system, as
calculated consistently with the Interlocal Contract.

(vw) “RCW” means the Revised Code of Washington.

(ww) “Registered Owner” means a person shown on the Bond Register as
the owner of a Parity Bond.

(xxX) “Reserve Account” means any reserve account securing Parity Bonds
into which deposits are required to be made pursuant to a Parity Bond Authorizing Resolution,
including the 2006 Reserve Account and the 2009 Reserve Account.

(yy) “Reserve Insurance” means any bond insurance, letter of credit,
guaranty, surety bond or similar credit enhancement device obtained by Cascade equal to part
or all of the Reserve Requirement that is issued by an institution which has been assigned a
credit rating at the time of issuance of the device in one of the two highest rating categories of
each of at least two Rating Agencies (without regard to any gradations within a rating category)
and is not cancelable on less than three years’ notice.

(zz) “Reserve Reguirement” means, as of any date of calculation, (1) with
respect to Parity Bonds secured by the 2006 Reserve Account, the lesser of Maximum Annual
Debt Service on outstanding Parity Bonds secured by the 2006 Reserve Account or 125% of
Average Annual Debt Service on outstanding Parity Bonds secured by the 2006 Reserve
Account, but at no time shall the Reserve Requirement for Parity Bonds secured by the 2006
Reserve Account exceed 10% of the original proceeds of the Parity Bonds secured by the 2006
Reserve Account, and (2) with respect to Parity Bonds secured by the 2009 Reserve Account,
the lesser of Maximum Annual Debt Service on outstanding Parity Bonds secured by the 2009
Reserve Account or 125% of Average Annual Debt Service on outstanding Parity Bonds
secured by the 2009 Reserve Account, but at no time shall the Reserve Requirement for Parity
Bonds secured by the 2009 Reserve Account exceed 10% of the original proceeds of the Parity
Bonds secured by the 2009 Reserve Account. Unless otherwise provided in the 2009 Bond
Sale Resolution, in calculating Annual Debt Service for purposes of determining the Reserve
Requirement for Parity Bonds secured by the 2009 Reserve Account, the amount of interest
payable on those Parity Bonds that are issued and sold as Build America Bonds for any fiscal
year (or other designated twelve-month period) shall be reduced by the federal credit payments
scheduled to be received by Cascade in respect of such Build America Bonds in such fiscal
year (or other designated twelve-month period).
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(aaa) “Rule” means paragraph (b)(5) of Rule 15¢2-12 promulgated by the SEC
pursuant to the Securities Exchange Act of 1934, as such Rule may be amended from time to
time.

(bbb) “SEC” means the United States Securities and Exchange Commission.

(ccc) “SIEMA Municipal Swap Index” means the index which is issued
weekly and which is compiled from the weekly interest rate resets of tax-exempt variable rate
issues included in a database maintained by Municipal Market Data which meet specific criteria
established from time to time by the Securities Industry and Financial Markets Association, or
the successor to that index.

(ddd) “State” means the State of Washington.

(eee) “State Auditor” means the office of the State Auditor of the State or such
other department or office of the State authorized and directed by State law to make audits.

(fff)  “System” means the water transmission and supply system of Cascade
as it now exists, including Water Supply Assets owned or controlled by Cascade, and all
additions thereto and betterments and extensions thereof at any time made, together with any
utility systems of Cascade hereafter combined with the System. The System shall not include
any water transmission and supply or other utility system service or other facilities that may be
created, acquired or constructed by Cascade as a separate utility system as provided in
Section 21 of this resolution.

(ggg) “Tax-Exempt Bonds” means Parity Bonds of any series on which the
interest is intended on the date of issuance to be excluded from gross income for federal
income tax purposes.

(hhh) “Term Bonds” means Parity Bonds that are subject to scheduled
mandatory redemption prior to their scheduled maturity date or dates.

(iir) “Treasurer” means the treasurer of Cascade appointed pursuant to the
Bylaws of Cascade and other persons or entities carrying out treasury operations under the
direction of that treasurer.

(i)  “2006 Bond” means each bond authorized to be issued pursuant to,
under the authority of and for the purposes provided in the 2006 Bond Resolution.

(kkk) <2006 Bond Resolution” means, collectively, Resolution No. 2006-07
and Resolution No. 2006-08 of Cascade, as the same may be amended or supplemented in
accordance therewith.

(Il “2006 Reserve Account” means the Reserve Account in the Bond Fund
created pursuant to Resolution No. 2006-03 of Cascade and renamed the 2006 Reserve
Account in Section 13 of this resolution.

(mmm) “2009 Bond” means each bond authorized to be issued pursuant to,
under the authority of and for the purposes provided in the 2009 Bond Resolution.
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(nnn)  “2009 Bond Insurer” means the provider of Bond Insurance for the
2009 Bonds purchased by Cascade, if any.

(oo0) “2009 Bond Resolution” means, collectively, this resolution and any
2009 Bond Sale Resolution, as the same may be amended or supplemented in accordance with
Section 25 of this resolution.

(ppp) “2009 Bond Sale Resolution” means one or more resolutions of the
Board adopted pursuant to this resolution and confirming the sale and final terms of one or more
series of 2009 Bonds.

(qqq) “2009 Construction Account” means the 2009 Bonds Construction
Account created pursuant to Section 14 of this resolution.

(rrr)  “2009 Reserve Account” means the 2009 Reserve Account in the Bond
Fund created in Section 13 of this resolution.

(sss) “2009 Watershed Management Plan” means the Capital Program
Coordination, Management and Finance Plan Amendment No. 1 adopted by Cascade on
August 26, 2009, which serves, among other things, as a “watershed management plan” under
RCW 39.34.190, together with such amendments as may be adopted by the Board consistent
with applicable law.

(ttt)  “Undertaking” means Cascade’s undertaking pursuant to Section 23 of
this resolution and the 2009 Bond Sale Resolution to provide annual financial information and
notice of material events.

(uuu) “Variable Interest Rate Bonds” means, for any period of time, any
Parity Bonds that bear interest at a rate that is not fixed and is not specified in the applicable
Parity Bond Authorizing Resolution.

(vwv) “Water Supply Assets” means tangible and intangible assets usable in
connection with the provision of water supply, including without limitation, real property, physical
facilities (e.g., dams, wells, treatment plants, pump stations, reservoirs, and transmission lines),
water rights, capacity and/or contractual rights in facilities or resources owned by other entities,
and investments in conservation programs and facilities.

Section 2. Adoption of Recitals. The recitals set forth above are adopted as
though they were set forth in full herein.

Section 3. Authorization _and Description of 2009 Bonds. For the purpose of
providing all or a part of the money required to (1) pay part of the cost of carrying out the 2009
Watershed Management Plan, (2) provide for a debt service reserve for the 2009 Bonds, and
(3) pay the costs of issuing and selling the 2009 Bonds, Cascade shall issue and sell the 2009
Bonds, in one or more series, in the aggregate Principal amount of not to exceed $85,000,000,
the total aggregate Principal amount of each series to be specified in the 2009 Bond Sale
Resolution. Each series of 2009 Bonds shall be designated “Cascade Water Alliance Water
System Revenue Bonds, 2009,” each with such additional series designation or other
designations established by the 2009 Bond Sale Resolution. Each series of 2009 Bonds shall
be dated its date of delivery to the initial purchaser thereof; shall be in fully registered form; shall
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be in the denominations of $5,000 each or any integral multiple thereof within a single maturity;
and shall be numbered separately in the manner and with any additional designation as the
Bond Registrar deems necessary for purposes of identification. The 2009 Bonds shall bear
interest (computed on the basis of a 360-day year of twelve 30-day months), payable
semiannually on each March 1 and September 1, commencing on the date specified in the 2009
Bond Sale Resolution, to the maturity or earlier redemption of the 2009 Bonds, at the rate or
rates as the Board hereafter shall establish in the 2009 Bond Sale Resolution.

The 2009 Bonds shall mature or be subject to mandatory redemption in accordance with
the final maturity schedule set forth in the 2009 Bond Sale Resolution.

Section 4. 2009 Bond Sale Resolution. The Board may adopt the 2009 Bond Sale
Resolution with respect to one or more series of 2009 Bonds and in each 2009 Bond Sale
Resolution may provide for the matters described in this resolution and such other terms and
conditions and such other matters that the Board deems necessary and appropriate to carry out
the purposes of this resolution. Once adopted, each 2009 Bond Sale Resolution shall be
deemed a part of this resolution as if set forth herein.

Each 2009 Bond Sale Resolution may provide for Bond Insurance and/or Reserve
Insurance for the applicable series of 2009 Bonds, and conditions or covenants relating thereto,
including additional terms, conditions and covenants relating to that series of 2009 Bonds that
are required by the 2009 Bond Insurer and/or Reserve Insurance provider, if any, and are
consistent with the provisions of this resolution, including but not limited to restrictions on
investments and requirements of notice to and requirements for obtaining the consent of the
2009 Bond Insurer and/or Reserve Insurance provider, if any.

For 2009 Bond Sale Resolution may approve and authorize the execution and delivery
on behalf of Cascade of any contracts consistent with the provisions of this resolution for which
Cascade’s approval is necessary or to which Cascade is a party and that are related or
incidental to the initial issuance and sale of the applicable series of 2009 Bonds, the initial
establishment of the interest rate or rates on that series of 2009 Bonds and any redemption of
the 2009 Bonds, including but not limited to a purchase contract for that series of 2009 Bonds,
contracts relating to Bond Insurance and Reserve Insurance for that series of 2009 Bonds and
similar contracts for those purposes.

Each 2009 Bond Sale Resolution may specify that the applicable series of 2009 Bonds
are Build America Bonds and may further specify whether the applicable federal credit
payments in respect of such Build America Bonds are to be tax credits or direct payments.

Section 5. Registration _and Transfer or Exchange of 2009 Bonds. The 2009
Bonds shall be issued only in registered form as to both Principal and interest and recorded on
the Bond Register. The Bond Register shall contain the name and mailing address of the
Registered Owner of each 2009 Bond and the Principal amount and number of each of the 2009
Bonds held by each Registered Owner.

2009 Bonds surrendered to the Bond Registrar may be exchanged for 2009 Bonds in
any authorized denomination of an equal aggregate Principal amount and of the same series,
interest rate and maturity. 2009 Bonds may be transferred only if endorsed in the manner
provided thereon and surrendered to the Bond Registrar. Any exchange or transfer of 2009
Bonds shall be at the expense of Cascade, except that the Bond Registrar may make a charge
to any Registered Owner requesting such exchange or transfer in the amount of any tax or other
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governmental charge required to be paid with respect thereto. The Bond Registrar is not
required to exchange or transfer any 2009 Bond after the giving of notice calling that 2009 Bond
for redemption, in whole or in part.

The 2009 Bonds initially shall be registered in the name of Cede & Co., as the nominee
of DTC. The 2009 Bonds so registered shall be held in fully immobilized form by DTC as
depository in accordance with the provisions of the Letter of Representations. Neither Cascade
nor the Bond Registrar shall have any responsibility or obligation to DTC participants or to the
persons for whom DTC participants act as nominees with respect to the 2009 Bonds regarding
accuracy of any records maintained by DTC or DTC participants of any amount in respect of
Principal of or premium, if any, or interest on the 2009 Bonds, or any notice that is permitted or
required to be given to Registered Owners hereunder (except such notice as is required to be
given by the Bond Registrar to DTC or its nhominee).

For so long as any 2009 Bonds are held in fully immobilized form, DTC, its hominee or
any successor depository shall be deemed to be the Registered Owner for all purposes
hereunder and all references to Registered Owners shall mean DTC, its nominee or any
successor depository and shall not mean the owners of any beneficial interests in the 2009
Bonds. Registered ownership of those 2009 Bonds, or any portions thereof, may not thereafter
be transferred except: (i) to any successor of DTC or its nominee, if that successor shall be
qualified under any applicable laws to provide the services proposed to be provided by it; (ii) to
any substitute depository appointed by Cascade or that substitute depository’s successor; or
(i) to any person if the 2009 Bonds are no longer held in immobilized form.

Upon the resignation of DTC or its successor (or any substitute depository or its
successor) from its functions as depository, or a determination by Cascade that it no longer
wishes to continue the system of book entry transfers through DTC or its successor (or any
substitute depository or its successor), Cascade may appoint a substitute depository. Any
substitute depository shall be qualified under any applicable laws to provide the services
proposed to be provided by it.

If (i) DTC or its successor (or substitute depository or its successor) resigns from its
functions as depository, and no substitute depository can be obtained, or (ii) Cascade
determines that the 2009 Bonds are to be in certificated form, the ownership of 2009 Bonds may
be transferred to any person as provided herein and the 2009 Bonds no longer shall be held in
fully immobilized form.

Section 6. Mutilated, Lost, Stolen and Destroyed 2009 Bonds. In case any 2009
Bond shall become mutilated or be destroyed, stolen or lost, Cascade may, if not then
prohibited or otherwise required by law, cause to be executed and delivered a new 2009 Bond
of like amount, series, interest rate, maturity date and tenor in exchange and substitution for and
upon cancellation of that mutilated 2009 Bond, or in lieu of and in substitution for that destroyed,
stolen or lost 2009 Bond, upon payment by the Registered Owner thereof of the reasonable
expenses and charges of Cascade and the Bond Registrar in connection therewith, and in the
case of a 2009 Bond destroyed, stolen or lost, the filing with the Bond Registrar of evidence
satisfactory to it that that 2009 Bond was destroyed, stolen or lost, and of the ownership thereof,
and furnishing Cascade and the Bond Registrar with indemnity satisfactory to each of them. If
the mutilated, destroyed, stolen or lost 2009 Bond already has matured or been called for
redemption in accordance with its terms it shall not be necessary to issue a new 2009 Bond
prior to payment. If the provisions of State law at any time differ from the provisions of this
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Section with respect to the requirements or procedures for replacing or otherwise handling
mutilated, lost, stolen or destroyed bonds, then the provisions of State law shall prevail.

Section 7. Payment of 2009 Bond Principal, Premium and Interest. Principal of
and premium, if any, and interest on the 2009 Bonds shall be payable in lawful money of the
United States of America. Interest on the 2009 Bonds shall be paid by checks or drafts mailed
by the Bond Registrar on the interest payment date to the Registered Owners at the addresses
appearing on the Bond Register on the 15th day of the month preceding the interest payment
date (the “2009 Record Date”) or, at the request of a Registered Owner of $1,000,000 or more
in aggregate Principal amount of 2009 Bonds, by wire transfer to an account in the United
States designated in writing by that Registered Owner prior to the applicable 2009 Record Date.
Principal of and premium, if any, on each 2009 Bond shall be payable upon presentation and
surrender of that 2009 Bond by the Registered Owner thereof to the Bond Registrar.
Notwithstanding the foregoing, payment of any 2009 Bonds registered in the name of DTC or its
nominee shall be made in accordance with the operational arrangement of DTC referred to in
the Letter of Representations.

Section 8. Redemption Provisions and Purchase of 2009 Bonds.

@ Optional Redemption. All or some of the 2009 Bonds may be subject to
redemption at the option of Cascade on the dates and at the prices specified in the 2009 Bond
Sale Resolution.

(b) Mandatory Redemption. All or some of the 2009 Bonds may be
designated as Term Bonds in the 2009 Bond Sale Resolution. If Term Bonds are not redeemed
under the optional redemption provisions set forth above or purchased for cancellation under
the provisions set forth below, they shall be called for redemption in such manner, on the dates
and at the prices specified in the 2009 Bond Sale Resolution.

If Cascade redeems under the optional redemption provisions or purchases for
cancellation Term Bonds, the Principal amount of the Term Bonds so redeemed or purchased
(irrespective of their actual redemption or purchase prices) may be credited against one or more
scheduled mandatory redemption amounts for those Term Bonds. Unless otherwise specified
in the 2009 Bond Sale Resolution, the Chief Executive Officer shall determine the manner in
which the credit is to be allocated and shall notify the Bond Registrar in writing of that allocation
at least 60 days prior to the earliest mandatory redemption date for that maturity of Term Bonds
for which notice of redemption has not already been given.

(c) Partial Redemption. Portions of the Principal amount of any 2009 Bond,
in integral amounts of $5,000, may be redeemed, unless otherwise provided in the 2009 Bond
Sale Resolution. Unless otherwise specified in the 2009 Bond Sale Resolution, whenever less
than all of the 2009 Bonds of a single maturity within a series are to be redeemed, the Bond
Registrar shall select the 2009 Bonds or portions thereof to be redeemed from the 2009 Bonds
of that maturity by lot, or in such other manner as the Bond Registrar shall determine, except
that, for so long as the 2009 Bonds are registered in the name of DTC or its nominee, DTC shall
select the 2009 Bonds or portions thereof to be redeemed in accordance with the Letter of
Representations.

If less than all of the Principal amount of any 2009 Bond is redeemed, upon surrender of
that 2009 Bond to the Bond Registrar, there shall be issued to the Registered Owner, without
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charge therefor, a new 2009 Bond (or 2009 Bonds, at the option of the Registered Owner) of the
same series, maturity and interest rate in any of the denominations authorized by this resolution
in the aggregate total Principal amount remaining unredeemed.

(d) Purchase of 2009 Bonds. Cascade reserves the right and option to
purchase for cancellation any or all of the 2009 Bonds at any time at any price plus accrued
interest to the date of purchase.

(e) 2009 Bonds to be Canceled. All 2009 Bonds purchased for cancellation
or redeemed under this Section shall be canceled.

Section 9. Notice and Effect of Redemption. While the 2009 Bonds are held by
DTC in book-entry only form, any notice of redemption shall be given at the time, to the entity
and in the manner required by DTC in accordance with the Letter of Representations, and the
Bond Registrar shall not be required to give any other notice of redemption. If the 2009 Bonds
cease to be in book-entry only form, Cascade shall cause notice of any intended redemption of
2009 Bonds to be given not less than 30 nor more than 60 days prior to the date fixed for
redemption by first-class mail, postage prepaid, to the Registered Owner of any 2009 Bond to
be redeemed at the address appearing on the Bond Register at the time the Bond Registrar
prepares the notice, and the requirements of this sentence shall be deemed to have been
fulfilled when notice has been mailed as so provided, whether or not notice is actually received
by that Registered Owner.

In addition, the redemption notice shall be mailed by the Bond Registrar within the same
period, postage prepaid, to each of the Rating Agencies at their offices in New York, New York,
to the 2009 Bond Insurer, if any, and to such other persons and with such additional information
as the Chief Executive Officer shall determine or as specified in the 2009 Bond Sale Resolution,
but these additional mailings shall not be a condition precedent to the redemption of 2009
Bonds.

In the case of an optional redemption, the notice may state that Cascade retains the
right to rescind that notice on or prior to the scheduled redemption date, and that notice and
optional redemption shall be of no effect to the extent that Cascade gives notice to the affected
Registered Owners at any time on or prior to the scheduled redemption date that Cascade is
rescinding the redemption notice in whole or in part. Any 2009 Bonds subject to a rescinded
notice of redemption shall remain outstanding, and the rescission shall not constitute an Event
of Default.

Interest on each 2009 Bond called for redemption shall cease to accrue on the date fixed
for redemption unless (a) that 2009 Bond is subject to a rescinded notice of redemption or
(b) that 2009 Bond is not subject to a rescinded notice of redemption and is presented for
payment pursuant to the call but is not redeemed by Cascade.

Section 10. Failure to Pay 2009 Bonds. If any 2009 Bond is not paid when properly
presented at its maturity or redemption date, Cascade shall be obligated to pay interest on that
2009 Bond at the same rate provided in that 2009 Bond from and after its maturity or
redemption date until that 2009 Bond, Principal, premium, if any, and interest, is paid in full or
until sufficient money for its payment in full is on deposit in the Bond Fund.
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Section 11. Form and Execution of 2009 Bonds. The 2009 Bonds shall be
prepared in a form consistent with the provisions of the 2009 Bond Resolution and State law
and shall be signed by the Chair and Secretary of the Board, either or both of whose signatures
may be manual or in facsimile.

Only 2009 Bonds bearing a Certificate of Authentication in substantially the following
form, manually signed by the Bond Registrar, shall be valid or obligatory for any purpose or
entitled to the benefits of the 2009 Bond Resolution:

CERTIFICATE OF AUTHENTICATION

This bond is one of the fully registered Cascade Water Alliance Water System Revenue
Bonds, 2009, [Series], described in the 2009 Bond Resolution.

WASHINGTON STATE FISCAL AGENT
Bond Registrar

By:

Authorized Signer

The authorized signing of a Certificate of Authentication shall be conclusive evidence
that the 2009 Bond so authenticated has been duly executed, authenticated and delivered and
is entitled to the benefits of the 2009 Bond Resolution.

If any officer whose facsimile signature appears on a 2009 Bond ceases to be an officer
of Cascade authorized to sign bonds before that 2009 Bond is authenticated or delivered by the
Bond Registrar or issued by Cascade, that 2009 Bond nevertheless may be authenticated,
delivered and issued and, when authenticated, issued and delivered, shall be as binding on
Cascade as though that person had continued to be an officer of Cascade authorized to sign
bonds. Any 2009 Bond also may be signed on behalf of Cascade by any person who, on the
actual date of signing of that 2009 Bond, is an officer of Cascade authorized to sign bonds,
although he or she did not hold the required office on the date of issuance of that 2009 Bond.

Section 12. Bond Registrar. The Bond Registrar shall keep, or cause to be kept, at
its principal corporate trust office, sufficient books for the registration and transfer of the 2009
Bonds which shall at all times be open to inspection by Cascade. The Bond Registrar is
authorized, on behalf of Cascade, to authenticate and deliver 2009 Bonds transferred or
exchanged in accordance with the provisions of the 2009 Bonds and the 2009 Bond Resolution,
to serve as Cascade’s paying agent for the 2009 Bonds and to carry out all of the Bond
Registrar's powers and duties under the 2009 Bond Resolution and Resolution No. 2006-04
establishing a system of registration for Cascade’s bonds and obligations.

Section 13. Bond Fund. So long as any Parity Bonds are outstanding, Cascade shall
set aside and to pay into the Bond Fund, out of the Net Revenue, certain fixed amounts without
regard to any proportion, namely:

@ Into the Debt Service Account,
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D On the first business day of each month, in the month after the
date of issuance and continuing through the first month in which interest is payable on the 2009
Bonds, equal installments in an aggregate amount equal to the interest on the 2009 Bonds to
become due and payable on the first month in which interest is payable on the 2009 Bonds,
except that the deposit into the Debt Service Account to be made on the first business day of
the month in which interest is first payable on the 2009 Bonds may be reduced to the extent the
amount on deposit therein and available to be used therefor is sufficient to make that payment
on that date;

2) On the first business day of each month, beginning in the month
succeeding the month in which interest is first payable on the 2009 Bonds and continuing for as
long as any of the 2009 Bonds are outstanding and unpaid, an amount equal to one-sixth of the
interest on the outstanding 2009 Bonds to become due and payable on the next interest
payment date, except that the monthly deposits into the Debt Service Account with respect to
any interest payment date may be reduced to the extent the amount on deposit therein and
available to be used therefor is sufficient to make that payment on that interest payment date;
and

3) On the first business day of each month, beginning in the month
succeeding the month in which interest is first payable on the 2009 Bonds and continuing for as
long as any of the 2009 Bonds are outstanding and unpaid, an amount equal to one-twelfth of
the Principal of the outstanding 2009 Bonds to become due and payable on the next Principal
payment date, except that the monthly deposits into the Debt Service Account with respect to
any Principal payment date may be reduced to the extent the amount on deposit therein and
available to be used therefor is sufficient to make that payment on that principal payment date.

(b) Into the Reserve Accounts, except as otherwise expressly provided
herein, the amount necessary to make the amount on deposit therein equal to the Reserve
Requirement.

Those fixed amounts shall be a lien and charge against the Net Revenue.

Cascade may provide for all or any part of the Reserve Requirement through Reserve
Insurance. Except as otherwise expressly provided in this resolution, the Reserve Accounts
shall be maintained at all times at not less than the Reserve Requirement.

The Reserve Account in the Bond Fund created pursuant to Resolution No. 2006-03 of
Cascade is hereby renamed the “2006 Reserve Account.” The 2009 Reserve Account is hereby
created in the Bond Fund.

On the date of issuance of the 2009 Bonds, Cascade shall deposit into the 2009
Reserve Account any combination of 2009 Bond proceeds, Reserve Insurance or other money
legally available, in the amount necessary to make the amount on deposit in the 2009 Reserve
Account equal to the Reserve Requirement for the 2009 Bonds. The payment of Principal of
and premium, if any, and interest on the 2009 Bonds when due shall be secured by the 2009
Reserve Account. In the event that there shall be a deficiency in the Debt Service Account that
prevents making any payment secured by the 2009 Reserve Account, that deficiency shall be
made up from the 2009 Reserve Account, first, by the withdrawal of cash therefrom, second,
from the proceeds of the sale of investments held therein, and third, from pro rata draws under
each Reserve Insurance credited thereto. Any deficiency created in the 2009 Reserve Account
by reason of any such withdrawal shall then be made up from the Net Revenue first available
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after making necessary provisions for the required payments into the Debt Service Account,
first, to reinstate each Reserve Insurance, pro rata, and second, to make up any remaining
deficiency. The money in the 2009 Reserve Account may be applied against the last
outstanding Parity Bonds secured by the 2009 Reserve Account. If the Reserve Requirement
for the Parity Bonds secured by the 2009 Reserve Account is fully provided for, any money in
excess of the Reserve Requirement for the Parity Bonds secured by the 2009 Reserve Account
may be withdrawn and deposited consistent with this Section and Section 19 of this resolution.

Cascade may provide for the purchase for cancellation, redemption or defeasance of
Parity Bonds by the use of money on deposit in any account in the Bond Fund so long as the
money remaining in those accounts is sufficient to satisfy the required deposits in those
accounts for the remaining Parity Bonds.

Notwithstanding the foregoing, for any Future Parity Bonds Cascade may establish a
separate reserve requirement for that issue of Future Parity Bonds and any related Payment
Agreement Payments, to be held in a separate Reserve Account within the Bond Fund, for the
purpose of securing that issue of Future Parity Bonds and Payment Agreement Payments, and
that issue of Parity Bonds and those Payment Agreement Payments shall not be secured by
amounts in the 2006 Reserve Account or the 2009 Reserve Account or by Reserve Insurance
credited to the 2006 Reserve Account or the 2009 Reserve Account.

All money in the Bond Fund may be kept in cash or invested in legal investments
maturing or subject to redemption or repurchase at the option of Cascade, (i) for investments in
the Debt Service Account, not later than the dates when the funds are required for the payments
therefrom, and (ii) for investments in the Reserve Accounts, not later than ten years from the
date of investment. Earnings from investments in the Debt Service Account shall be retained
therein. Earnings from investments in each Reserve Account shall be retained therein until the
amount therein is equal to the Reserve Requirement for the Parity Bonds secured by such
Reserve Account and thereafter may be withdrawn and deposited consistent with this Section
and Section 19 of this resolution. In computing the amount on hand in each Reserve Account,
Reserve Insurance shall be valued at the lesser of the face amount thereof or the amount
available, and all other investments shall be valued at market at least annually and on any
business day following any withdrawal therefrom to make a payment from the Debt Service
Account secured by such Reserve Account. Any deficiency in a Reserve Account resulting from
the valuation of investments held therein shall be made up in approximately equal installments
within four months after the date of that valuation.

Notwithstanding the provisions of the foregoing paragraph, so long as there is no
deficiency in the Bond Fund, any earnings that are subject to federal arbitrage rebate
requirements may be withdrawn from the Bond Fund for deposit in a separate account created
for the purpose of complying with those rebate requirements.

Cascade may create sinking fund accounts or other accounts in the Bond Fund for the
payment or securing the payment of Parity Bonds or Payment Agreement Payments so long as
the maintenance of those accounts does not conflict with the rights of the Registered Owners.

Section 14. 2009 Construction Account. There is hereby created in the
Construction Fund an account of Cascade known as the 2009 Bonds Construction Account (the
“2009 Construction Account”). The proceeds of the sale of the 2009 Bonds remaining after the
deposit of any proceeds specified by the 2009 Bond Sale Resolution into the 2009 Reserve
Account shall be deposited into the 2009 Construction Account to be used for the purpose of
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paying part of the cost of carrying out the 2009 Watershed Management Plan and the costs of
issuing and selling the 2009 Bonds. Until needed to pay those costs, Cascade may invest those
proceeds and interest thereon temporarily in any legal investment, and the investment earnings
may, as determined by the Chief Executive Officer, be retained in the 2009 Construction
Account and be spent for the purposes of that account or deposited in the Debt Service
Account.

Section 15. Rate Stabilization Fund. Cascade may at any time, as determined by
Cascade and consistent with Sections 13 and 19 of this resolution, deposit Gross Revenue
other than RCFCs in the Rate Stabilization Fund. Cascade may at any time withdraw any or all
of the money from the Rate Stabilization Fund for inclusion in the Gross Revenue and
disbursement consistent with Sections 13 and 19 of this resolution. If a deposit or withdrawal is
made within 90 days after the end of a fiscal year, Cascade may specify that the deposit or
withdrawal is to be allocated to the prior fiscal year rather than to the fiscal year in which that
deposit or withdrawal is made. No deposit of Gross Revenue may be made into the Rate
Stabilization Fund to the extent that such deposit would prevent Cascade from satisfying the
Coverage Requirement in any fiscal year.

Section 16. Finding as to Sufficiency of Gross Revenue. The Board finds and
determines (i) that the Gross Revenue and benefits to be derived from the operation and
maintenance of the System, taking into account the Member Charges to be imposed from time
to time for water and other services and commodities from the System consistent with
Section 18(b) of this resolution, will be sufficient to meet all Operations and Maintenance Costs
and to permit the setting aside into the Bond Fund out of the Gross Revenue of amounts
sufficient to pay the Principal of and premium, if any, and interest on the 2006 Bonds and the
2009 Bonds and to make all payments required to be made into the 2009 Reserve Account
under the 2009 Resolution and (ii) that in fixing the amounts to be paid into the Bond Fund
Cascade has exercised due regard for Operations and Maintenance Costs, and has not bound
and obligated itself to set aside and to pay into the Bond Fund a greater amount or proportion of
the Gross Revenue than in the judgment of Cascade will be available over and above the
Operations and Maintenance Costs.

Section 17. Pledge of Net Revenue. The Net Revenue and all money and
investments held in the Bond Fund, the Rate Stabilization Fund, the RCFC Fund and the
Construction Fund (except money and investments held in a separate fund or account created
for the purpose of compliance with rebate requirements under the Code) are pledged to the
payment of Principal of and premium, if any, and interest on the 2006 Bonds, the 2009 Bonds
and all Future Parity Bonds, all Payment Agreement Payments and all payments required to be
made into the Reserve Accounts under any Parity Bond Authorizing Resolution. This pledge of
Net Revenue shall constitute a charge upon the Net Revenue superior to any other charges
whatsoever. The Parity Bonds and Payment Agreements are payable solely from Net Revenue
and the funds expressly set forth in this Section. Cascade has no taxing power. The Parity
Bonds and Payment Agreements shall not be general obligations of Cascade. This resolution
does not pledge, and neither the Parity Bonds nor the Payment Agreements are payable from,
the full faith and credit or taxing power of any Member. No Member is responsible for payment
of the Parity Bonds or the Payment Agreements except as set forth in the Interlocal Contract.

Section 18. Covenants. Cascade covenants and agrees with each Registered
Owner of each Parity Bond at any time outstanding, as follows:
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€)) Operation and Maintenance. Cascade will at all times maintain, preserve
and keep the properties of the System in good repair, working order and condition, will make all
necessary and proper additions, betterments, renewals and repairs thereto, and improvements,
replacements and extensions thereof so that at all times the business carried on in connection
therewith will be properly and advantageously conducted, and will at all times operate or cause
to be operated the properties of the System and the business in connection therewith in an
efficient manner and at a reasonable cost.

(b) Establishment and Collection of Member Charges. For so long as any
Parity Bonds are outstanding, Cascade irrevocably covenants to establish, maintain and collect
Member Charges consistently with the Interlocal Contract so that:

D The Gross Revenue in each fiscal year will be sufficient to pay
when due (i) all Operations and Maintenance Costs for that fiscal year, (ii) all amounts that
Cascade is obligated to pay into the Bond Fund and the accounts therein for that fiscal year,
(i) all taxes, assessments or other governmental charges lawfully imposed on the System or
the revenue therefrom or payments in lieu thereof for that fiscal year and (iv) any and all other
amounts that Cascade is obligated to pay from the Gross Revenue by law or contract in that
fiscal year; and

(2) The Coverage Requirement will be satisfied in each fiscal year.

Consistent with its obligations under the Interlocal Contract, except as may be required
under the provisions of any federal or State statute, regulation or license, Cascade will not
furnish or supply or permit the furnishing or supplying of any service or facility in connection with
the operation of the System free of charge to any person, firm or corporation, public or private.

(c) Interlocal Contract. Cascade shall enforce the provisions of the Interlocal
Contract, including without limitation the provisions of the Interlocal Contract providing for
payment of Member Charges, the provisions of Section 7.9.2(b) of the Interlocal Contract
obligating other Members to pay a defaulting Member's Member Charges, and provisions
requiring any withdrawing Member to continue payment of its allocable share of debt service on
the 2009 Bonds as a “then-existing obligation of Cascade.” Cascade shall not waive any right
or fail to declare any default under or in connection with the Interlocal Contract that would
reduce the payments or extend the dates for payments to Cascade provided therein or would
materially adversely affect the security of the Registered Owner of any Parity Bond then
outstanding.

(d) Sale, Transfer or Disposition of the System. Except as provided in the
Interlocal Contract, Cascade may sell, transfer or otherwise dispose of any of the works, plant,
properties, facilities or other part of the System or any real or personal property comprising a
part of the System (each, as used in this paragraph, a “transfer”) only upon approval of the
Board by resolution that contains one or more of the following determinations, to be made at the
discretion of the Board:

D The facilities or property being transferred are not material to the
operation of the System or to the receipt of Member Charges, or have become unserviceable,
inadequate, obsolete or unfit to be used in the operation of the System; or

Cascade Resolution No. 2009-11 Page 18 of 35
August 26, 2009

50961097.5







(2) The aggregate depreciated value of the facilities or property being
transferred in any fiscal year comprises no more than five percent of the total assets of the
System; or

(3) Cascade receives from the transferee an amount equal to the fair
market value of the portion of the System transferred. As used in this subparagraph, “fair
market value” means the most probable price that a property should bring in a competitive and
open market under all conditions requisite to a fair sale, the willing buyer and willing seller each
acting prudently and knowledgeably and assuming that the price is not affected by coercion or
undue stimulus.

In the case of a transfer under subparagraph (3): (A) the proceeds of the transfer shall
be used (i) promptly to redeem or irrevocably set aside for the redemption of Parity Bonds and
to make any payments under Payment Agreements required pursuant to that redemption and/or
(ii) to provide for part of the cost of additions to and betterments and extensions of the System;
(B) before any such transfer, Cascade must obtain a certificate of an Independent Consulting
Engineer to the effect that in his or her professional opinion, upon that transfer and the use of
proceeds of the transfer as proposed by Cascade, the remaining System will retain its
operational integrity and the Coverage Requirement will be satisfied in each of the five fiscal
years following the fiscal year in which the transfer is to occur, taking into account (i) the
reduction in Gross Revenue resulting from the transfer; (ii) the use of any proceeds of the
transfer for the redemption of Parity Bonds or the making of payments under Payment
Agreements required pursuant to that redemption, (iii) the Independent Consulting Engineer’s
estimate of Gross Revenue allocable to customers anticipated to be served by any additions to
and betterments and extensions of the System financed by the proceeds of the transfer, and
(iv) any other adjustment permitted in the preparation of a certificate under Section 20(e)(2) of
this resolution; and (C) before any such transfer, Cascade must obtain confirmation from each
of the Rating Agencies to the effect that the rating then in effect will not be reduced or withdrawn
as a result of that transfer.

Cascade shall not create, grant or transfer to any person a mortgage, deed of trust or
other security interest in any Water Supply Assets that constitute real property.

Nothing in this subsection (d) shall prevent Cascade from transferring or crediting Water
Supply Assets to a Member pursuant to an agreement between Cascade and a Member by
which the Member transfers title to Water Supply Assets to Cascade, with or without monetary
consideration, to be operated and maintained as part of the System.

(e) Liens Upon the Net Revenue. Except as otherwise expressly provided in
this resolution, Cascade will not at any time create or permit to accrue or to exist any lien,
charge or other encumbrance upon the Net Revenue or any part thereof, prior or superior to the
lien and charge thereon for the payment of the Principal of and interest on the 2006 Bonds and
the 2009 Bonds, and will pay and discharge, or cause to be paid and discharged, any and all
lawful claims for labor, materials or supplies which, if unpaid, might become a lien, charge or
other encumbrance upon the Net Revenue or any part thereof, prior or superior to, or on a parity
with, the lien and charge thereon for the payment of the Principal of and interest on the 2006
Bonds and the 2009 Bonds, or which might materially adversely affect the security of the
Registered Owner of any Parity Bond then outstanding.

® Books and Accounts. Cascade will keep proper books, records and
accounts with respect to the operations, income and expenditures of the System in accordance
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with generally accepted accounting practices relating to municipal utilities and any applicable
rules and regulations prescribed by the State, and will cause those books, records and accounts
to be audited on an annual basis by the State Auditor and/or by a certified public accountant
selected by Cascade. It will prepare annual financial and operating statements as soon as
practicable after the close of each fiscal year showing in reasonable detail the financial condition
of the System as of the close of that fiscal year, and the income and expenses for that fiscal
year, including the amounts paid into the Bond Fund and into any and all special funds or
accounts created pursuant to the provisions of this resolution, the status of all funds and
accounts as of the end of that fiscal year, and the amounts expended for maintenance,
renewals, replacements and capital additions to the System. That audit report and those
statements shall be sent to any Registered Owner upon written request therefor being made to
Cascade. Cascade may charge a reasonable cost for providing that audit report and those
financial statements.

(9) Maintenance of Insurance. Cascade at all times will carry fire and
extended coverage, public liability and property damage and such other forms of insurance with
responsible insurers and with policies payable to Cascade on such of the buildings, equipment,
works, plants, facilities and properties of the System as are ordinarily carried by municipal or
privately owned utilities engaged in the operation of like systems, and against such claims for
damages as are ordinarily carried by municipal or privately owned utilities engaged in the
operation of like systems, or it will self-insure or will participate in an insurance pool or pools
with reserves adequate, in the reasonable judgment of Cascade, to protect the System, the
Registered Owners against loss.

(h) Condemnation Awards and Insurance Proceeds. |If Cascade receives
any condemnation awards or proceeds of an insurance policy in connection with any loss of or
damage to any property of the System, it shall apply the condemnation award or insurance
proceeds, in Cascade’s sole discretion, as follows: (i) to the cost of replacing or repairing the
lost or damaged properties, (ii) to the payment, purchase for cancellation or redemption of Parity
Bonds and to make any payments under Payment Agreements required pursuant to that
payment, purchase for cancellation or redemption, (iii) to the cost of improvements to the
System or (iv) with respect to proceeds of business interruption insurance only, in accordance
with Sections 13 and 19 of this resolution.

Section 19. Flow of Funds. The Gross Revenue shall be used for the following
purposes only and shall be applied in the following order of priority:

@ To pay when due the Operations and Maintenance Costs;

(b) To make when due all payments required to be made into the Debt
Service Account in respect of interest on Parity Bonds and Payment Agreement Payments;

(c) To make when due all payments required to be made into the Debt
Service Account in respect of the Principal of and premium, if any, on Parity Bonds, whether at
maturity or pursuant to prior redemption, and to make payments due under any reimbursement
agreement with a Bond Insurer that requires those payments to be made on a parity with the
Parity Bonds;

(d) To make when due all payments required to be made into the Reserve
Accounts, all payments required to be made under any agreement relating to the provision of
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Reserve Insurance, and all payments required to be made under any reimbursement agreement
with a Reserve Insurance provider that requires those payments to be made on a parity with the
payments required to be made into the Reserve Accounts;

(e) To make when due all payments required to be made under any
reimbursement agreement with a Bond Insurer other than payments to be made on a parity with
the Parity Bonds, and all payments required to be made under any reimbursement agreement
with a Reserve Insurance provider other than payments to be made on a parity with the
payments required to be made into the Reserve Accounts, in any priority not inconsistent with
this resolution that Cascade may hereafter establish by resolution;

® To make when due all payments required to be made into any revenue
bond, note, warrant or other revenue obligation redemption fund, debt service account or
reserve account created to pay or secure the payment of any revenue bonds, notes, warrants or
other obligations of Cascade having a charge upon the Net Revenue junior and inferior to the
charge thereon for the payment of the Principal of and premium, if any, and interest on the
Parity Bonds, all payments to be made under Payment Agreements and all payments required
to be made into the Reserve Accounts under any Parity Bond Authorizing Resolution, in any
priority not inconsistent with this resolution that Cascade may hereafter establish by resolution;
and

(9) For any other lawful System purposes, in any priority not inconsistent with
this resolution that Cascade may hereafter establish by resolution.

Notwithstanding the foregoing, Cascade may provide in a Payment Agreement that
payments required to be made under that Payment Agreement other than Payment Agreement
Payments may be payable from Gross Revenue at priority (e), (f) or (g) in the flow of funds set
forth above, and Cascade may further provide in a Payment Agreement that such payments
other than Payment Agreement Payments may be payable only after the payment of the
Members' water utility operation and maintenance costs, or after payment, retirement or
defeasance of then outstanding obligations of the Members secured by the Members’ water
rates and charges.

Cascade may transfer any money from any funds or accounts of the System legally
available therefor, except money irrevocably deposited in redemption, retirement or defeasance
trust accounts for Parity Bonds, to meet the required payments to be made into the Bond Fund.

Section 20. Provisions for Future Parity Bonds. Cascade may issue Future Parity
Bonds and enter into Payment Agreements only for lawful System purposes and only if the
following conditions are met and complied with at the time of the issuance of those Future Parity
Bonds or entry into that Payment Agreement:

@ There shall be no deficiency in the Bond Fund;

(b) Except in the case of Future Parity Bonds being issued for the sole
purpose of providing for the costs of refunding Parity Bonds for which no coverage certification
pursuant to subsection (e) of this Section is required, no Event of Default, nor any event or
condition which with notice and/or the passage of time would constitute an Event of Default,
shall have occurred and be continuing, nor shall the issuance of those Future Parity Bonds or
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the entry into that Payment Agreement, in and of itself, cause an Event of Default or any event
or condition which with notice and/or the passage of time would constitute an Event of Default;

(c) The applicable Parity Bond Authorizing Resolution shall provide for the
payment of the Principal of and interest on those Future Parity Bonds or Payment Agreement
Payments out of the Bond Fund;

(d) Unless a separate reserve is provided for in accordance with Section 13
of this resolution, the applicable Parity Bond Authorizing Resolution shall provide for the deposit
into the 2006 Reserve Account of any combination of Future Parity Bond proceeds, Reserve
Insurance or other money legally available, in the amount, if any, necessary to make the amount
on deposit in the 2006 Reserve Account equal to the Reserve Requirement for Parity Bonds
secured by the 2006 Reserve Account upon the issuance of those Future Parity Bonds; and

(e) There shall be on file with Cascade either:

D a certificate of the Chief Executive Officer demonstrating that the
Coverage Requirement was satisfied during any twelve consecutive calendar months out of the
immediately preceding 24 calendar months (assuming that (A) those Future Parity Bonds were
outstanding and that the debt service payable on those Future Parity Bonds in that twelve-
month period was equal to the Average Annual Debt Service on those Future Parity Bonds and
(B) any Parity Bonds to be refunded by those Future Parity Bonds are not outstanding); or

2) a certificate of an Independent Consulting Engineer that in his or
her opinion (which opinion and underlying assumptions shall be set forth in the certificate), the
Coverage Requirement will be satisfied, (A) assuming that those Future Parity Bonds are
outstanding and any Parity Bonds to be refunded by those Future Parity Bonds are not
outstanding, in each of the fiscal years for the five fiscal years next following the earlier of (I) the
end of the period during which interest on those Future Parity Bonds is fully capitalized or, if that
interest is not fully capitalized, the fiscal year in which those Future Parity Bonds are issued, or
(11 the date on which substantially all new facilities or improvements financed in substantial part
by those Future Parity Bonds are expected to commence operations and (B) in the fiscal year in
which those Future Parity Bonds are issued and any subsequent fiscal year prior to but not
included in the fiscal years for which certification is provided pursuant to the foregoing
clause (A). That certificate may take into account the following adjustments:

a. Any changes in Member Charges in effect and being
charged, or Member Charges expected to be charged (including RCFCs expected to be
collected) in accordance with a program of specific levels or increases or decreases in overall
revenue approved by resolution or resolutions or pursuant to the Interlocal Contract;

b. Member Charges from Members who have become
Members during the 12 consecutive month period or thereafter, adjusted to reflect one year’'s
Net Revenue allocable to those new Members;

C. The estimate of Net Revenue allocable to Members
reasonably expected to be served by new facilities or improvements financed in substantial part
by those Future Parity Bonds; and
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d. Net Revenue allocable to any person, firm, corporation or
municipal corporation under any executed contract for water or other utility service, which
revenue was not included in the historical Net Revenue.

If those Future Parity Bonds are for the sole purpose of refunding Parity Bonds
(including costs of issuance and providing for the Reserve Requirement), no such coverage
certification shall be required if, as a result of the issuance of those Future Parity Bonds, (i) the
various annual maturities of the refunding Future Parity Bonds will not extend more than a year
longer than the Parity Bonds being refunded, and (ii) the Annual Debt Service on all outstanding
Parity Bonds will not increase more than $5,000 in any fiscal year in which the Parity Bonds to
be refunded were scheduled to remain outstanding.

Nothing contained herein shall prevent Cascade from issuing (i) Future Parity Bonds to
refund maturing Parity Bonds, money for the payment of which is not otherwise available, or
(ii) revenue bonds that are a charge upon the Gross Revenue subordinate to the charge thereon
for the payment of the Principal of and premium, if any, and interest on the Parity Bonds, all
payments to be made under Payment Agreements and all payments required to be made into
the Reserve Accounts under any Parity Bond Authorizing Resolution, and then only if the
remedy of acceleration is expressly denied to the owners of those subordinate bonds under all
circumstances.

Section 21. Separate Utility Systems. Cascade may create, acquire, construct,
finance, own and operate one or more additional systems for water supply, transmission or
other commodity or service. The revenue of that separate utility system shall not be included in
the Gross Revenue and may be pledged to the payment of revenue obligations issued to
purchase, construct, condemn or otherwise acquire or expand that separate utility system.
Neither the Gross Revenue nor the Net Revenue shall be pledged by Cascade to the payment
of any obligations of a separate utility system except that the Net Revenue may be pledged on a
basis subordinate to that provided for the payment of the Principal of and premium, if any, and
interest on the Parity Bonds, all payments to be made under Payment Agreements and all
payments required to be made into the Reserve Accounts under any Parity Bond Authorizing
Resolution.

Section 22. Preservation of Tax Exemption for Interest on 2009 Bonds That Are
Tax-Exempt Bonds. Cascade covenants that it will take all actions consistent with the terms of
the 2009 Bond Resolution and the 2009 Bonds reasonably within its power and necessary to
prevent interest on the 2009 Bonds that are Tax-Exempt Bonds from being included in gross
income for federal income tax purposes, and it will neither take any action nor make or permit
any use of the proceeds of the 2009 Bonds or other funds of Cascade treated as proceeds of
the 2009 Bonds at any time during the term of the 2009 Bonds that will cause interest on the
2009 Bonds that are Tax-Exempt Bonds to be included in gross income for federal income tax
purposes. Cascade also covenants that it will, to the extent the arbitrage rebate requirement of
Section 148 of the Code is applicable to the 2009 Bonds, take all action necessary to comply (or
to be treated as having complied) with that requirement in connection with the 2009 Bonds,
including the calculation and payment of any penalties that Cascade has elected to pay as an
alternative to calculating rebatable arbitrage, and the payment of any other penalties if required
under Section 148 of the Code to prevent interest on the 2009 Bonds that are Tax-Exempt
Bonds from being included in gross income for federal income tax purposes.
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Cascade also covenants that it will not take or permit to be taken on its behalf any action
that would adversely affect the entitlement to receive from the United States Treasury the
applicable federal credit payments in respect of any series of 2009 Bonds sold and issued as
Build America Bonds. Without limiting the generality of the foregoing, Cascade will comply with
the provisions of the Code compliance with which would result in the interest on Build America
Bonds being excluded from gross income for federal tax purposes but for Cascade’s irrevocable
election to have Section 54AA of the Code apply to such 2009 Bonds.

Section 23. Undertaking to Provide Continuing Disclosure. If necessary to assist
the underwriter of the 2009 Bonds in meeting its requirements under the Rule, as applicable to a
participating underwriter for the 2009 Bonds, Cascade shall undertake in the 2009 Bond Sale
Resolution, or in a separate certificate or agreement, to provide the annual financial information,
operating data and notice of material events required under the Rule. A default under such any
such undertaking shall not be deemed an Event of Default under this resolution, and the sole
remedy under any such undertaking in the event of any failure of Cascade to comply with such
undertaking shall be an action to compel performance.

Section 24. Defeasance of Parity Bonds. If Cascade deposits irrevocably with an
escrow agent money and/or noncallable Government Obligations which, together with the
earnings thereon, are sufficient, without any reinvestment thereof, to pay the Principal of and
premium, if any, on any particular Parity Bond or Parity Bonds or portions thereof becoming due
(the “Defeased Bonds”), together with all interest accruing thereon to the due date or
redemption date, and pays or makes provision for payment of all fees, costs and expenses of
that escrow agent due or to become due with respect to the Defeased Bonds, all liability of
Cascade with respect to the Defeased Bonds shall cease, the Defeased Bonds shall be deemed
not to be outstanding hereunder and the Registered Owners of the Defeased Bonds shall be
restricted exclusively to the money or Government Obligations so deposited, together with any
earnings thereon, for any claim of whatsoever nature with respect to the Defeased Bonds, and
that escrow agent shall hold that money, Government Obligations and earnings in trust
exclusively for those Registered Owners and that money, Government Obligations and earnings
shall not secure any other Parity Bonds under this resolution. In determining the sufficiency of
the money and Government Obligations deposited pursuant to this Section, that escrow agent
shall receive, at the expense of Cascade, and may rely upon: (a) a verification report of a firm of
nationally recognized independent certified public accountants or other qualified firm acceptable
to Cascade and that escrow agent; and (b) an opinion of Bond Counsel to the effect that (1) all
conditions set forth in this Section have been satisfied and (2) defeasance of the Defeased
Bonds will not cause interest on any Defeased Bonds that are Tax-Exempt Bonds to be
includable in gross income for federal income tax purposes. The Defeased Bonds shall no
longer be secured by or entitled to the benefits of the applicable Parity Bond Authorizing
Resolution, except for the purposes of any payment from the money or Government Obligations
deposited with that escrow agent and except for the provisions of this resolution relating to the
execution, authentication, registration, exchange, transfer and cancellation of Parity Bonds.

Section 25. Supplemental Resolutions.

€)) The 2009 Bond Resolution shall not be modified or amended in any
respect subsequent to the initial issuance of the 2009 Bonds, except as provided in and in
accordance with and subject to the provisions of this Section.
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(b) Cascade, from time to time, and at any time, without the consent of or
notice to the Registered Owners or Qualified Counterparties, may adopt supplemental
resolutions as follows:

D) To provide for the issuance of Future Parity Bonds and the entry
into Payment Agreements in accordance with the provisions of the 2009 Bond Resolution;

(2) To cure any formal defect, omission, inconsistency or ambiguity in
the 2009 Bond Resolution in a manner not materially adverse to the security of the Registered
Owner of any Parity Bond then outstanding under a Payment Agreement then in effect;

(3) To impose upon the Bond Registrar (with its consent) for the
benefit of the Registered Owners or Qualified Counterparties any additional rights, remedies,
powers, authority, security, liabilities or duties that may lawfully be granted, conferred or
imposed and that are not contrary to or inconsistent with the 2009 Bond Resolution as therefore
in effect;

4) To add to the covenants and agreements of, and limitations and
restrictions upon, Cascade in the 2009 Bond Resolution, other covenants, agreements,
limitations and restrictions to be observed by Cascade that are not contrary or inconsistent with
the 2009 Bond Resolution as therefore in effect;

(5) To confirm, as further assurance, any pledge under, and the
subjection to any lien, charge or pledge created or to be created by the 2009 Bond Resolution of
any other money, securities or funds;

(6) To authorize different denominations of the 2009 Bonds and to
make correlative amendments and modifications to the 2009 Bond Resolution regarding
exchangeability of 2009 Bonds of different authorized denominations, redemptions of portions of
2009 Bonds of particular authorized denominations, provisions relating to DTC or its successor,
and to make similar amendments and modifications of a technical nature not materially adverse
to the security of the Registered Owner of any Parity Bond then outstanding;

@) To modify, alter, amend or supplement the 2009 Bond Resolution
in any other respect that is not materially adverse to the security of the Registered Owner of any
Parity Bond then outstanding that does not involve a change described in subsection (c) of this
Section;

(8) Because of change in federal law or rulings, to maintain the
exclusion from gross income of the interest on the 2009 Bonds that are Tax-Exempt Bonds from
federal income taxation or to preserve the entitlement to receive from the United States
Treasury the applicable federal credit payments in respect of any series of 2009 Bonds sold and
issued as Build America Bonds in a manner not materially adverse to the security of the
Registered Owner of any Parity Bond then outstanding; and

(9) To add to the covenants and agreements of, and limitations and
restrictions upon, Cascade in the 2009 Bond Resolution, other covenants, agreements,
limitations and restrictions to be observed by Cascade that are requested by a Bond Insurer or
Reserve Insurance provider and which are not materially adverse to the security of the
Registered Owner of any Parity Bond then outstanding.
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Before Cascade shall adopt any supplemental resolution pursuant to this subsection (b),
there shall have been delivered to Cascade and the Bond Registrar an opinion of Bond
Counsel, stating that that supplemental resolution is authorized or permitted by the 2009 Bond
Resolution and, upon the execution and delivery thereof, will be valid and binding upon
Cascade in accordance with its terms and will not (i) adversely affect the exclusion from gross
income for federal income tax purposes of interest on the 2009 Bonds that are Tax-Exempt
Bonds or the entitlement to receive from the United States Treasury the applicable federal credit
payments in respect of any series of 2009 Bonds sold and issued as Build America Bonds, or
(i) materially adversely affect the security of the Registered Owner of any Parity Bond then
outstanding.

(c) (1) Except for any supplemental resolution entered into pursuant to
subsection (b) of this Section, subject to the terms and provisions contained in this
subsection (c) and not otherwise, Registered Owners of not less than a majority of aggregate
Principal amount of the outstanding Parity Bonds shall have the right from time to time to
consent to and approve the adoption by Cascade of any supplemental resolution deemed
necessary or desirable by Cascade for the purpose of modifying, altering, amending,
supplementing or rescinding, in any particular, any of the terms or provisions contained in the
2009 Bond Resolution; except that, unless approved in writing by each Registered Owner of
each Parity Bond at the time outstanding, nothing contained in this Section shall permit, or be
construed as permitting:

a. A change in the times, amounts or currency of payment of
any outstanding Parity Bond or Payment Agreement, or a reduction in the Principal amount of
any outstanding Parity Bond or a change in the rate or method of determining the rate of interest
thereon or the redemption or tender provisions thereof, or

b. A preference or priority of any Parity Bond or Payment
Agreement Payment over any other Parity Bond or Payment Agreement Payment, or

C. A reduction in the aggregate Principal amount of Parity
Bonds, the consent of the Registered Owners of which is required for any supplemental
resolution.

(2) If at any time Cascade shall adopt any supplemental resolution for
any of the purposes of this subsection (c), the Bond Registrar shall cause notice of the
proposed supplemental resolution to be given by first-class United States mail to all Registered
Owners and Qualified Counterparties, to any Bond Insurer, and to the Rating Agencies. That
notice shall briefly set forth the nature of the proposed supplemental resolution and shall state
that a copy thereof is on file at the office of the Bond Registrar for inspection by all Registered
Owners and Qualified Counterpatrties.

3) Within two years after the date of the mailing of that notice,
Cascade may adopt that supplemental resolution in substantially the form described in that
notice, but only if there shall have first been delivered to the Bond Registrar (i) the required
consents, in writing, of the Registered Owners, and (ii) an opinion of Bond Counsel stating that
that supplemental resolution is authorized or permitted by the 2009 Bond Resolution and, upon
the execution and delivery thereof, will be valid and binding upon Cascade in accordance with
its terms and will not adversely affect the exclusion from gross income for federal income tax
purposes of interest on the 2009 Bonds that are Tax-Exempt Bonds or the entitliement to receive
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from the United States Treasury the applicable federal credit payments in respect of any series
of 2009 Bonds sold and issued as Build America Bonds.

(4) If the required consents, in writing, of the Registered Owners have
been obtained as herein provided, no Registered Owner shall have any right to object to the
adoption of that supplemental resolution, or to object to any of the terms and provisions
contained therein or the operation thereof, or in any manner to question the propriety of the
adoption thereof, or to enjoin or restrain Cascade from adopting the same or from taking any
action pursuant to the provisions thereof.

(d) Upon the execution and delivery of any supplemental resolution pursuant
to the provisions of this Section, the 2009 Bond Resolution shall be, and be deemed to be,
modified and amended in accordance therewith, and the respective rights, duties and
obligations under the 2009 Bond Resolution of Cascade, the Bond Registrar, all Registered
Owners shall thereafter be determined, exercised and enforced under the 2009 Bond
Resolution subject in all respects to those modifications and amendments.

Section 26. Amendments to Interlocal Contract.

@ Cascade, from time to time, and at any time, without the consent of or
notice to the Registered Owners or Qualified Counterparties, may amend the Interlocal Contract
for any purpose except as provided in subsection (b) of this Section. However, before Cascade
shall permit the amendment of the Interlocal Contract pursuant to this subsection (a), there shall
have been delivered to Cascade and the Bond Registrar an opinion of Bond Counsel, stating
that that amendment is authorized or permitted by the 2009 Bond Resolution and will not
adversely affect the exclusion from gross income for federal income tax purposes of interest on
the 2009 Bonds that are Tax-Exempt Bonds or the entitlement to receive from the United States
Treasury the applicable federal credit payments in respect of any series of 2009 Bonds sold and
issued as Build America Bonds.

(b) (1) Subject to the terms and provisions contained in this
subsection (b) Cascade may amend the Interlocal Contract in the following manner only with the
prior written consent of each Registered Owner of each Parity Bond at the time outstanding
(unless, in the opinion of bond counsel to Cascade, such amendment does not eliminate or
materially diminish a Member’s obligation under the relevant provision of the Interlocal Contract
specified below):

a. an amendment that eliminates or materially diminishes the
obligation of the Members under paragraph 2, 3 or 4 of Section 5.3.2 of the Interlocal Contract,
i.e., the obligations (x) to take actions related to the establishment, maintenance and collection
of rates, fees or other charges for water and other services, facilities and commodities related to
the water supply received from Cascade at levels adequate to provide revenues sufficient to
make payments required to be made under the Interlocal Contract, and to pay or provide for
payment of all other charges and obligations payable from or constituting a charge or lien upon
such revenues, or (y) to pay Member Charges to Cascade, or (z) to treat Member Charges as
internal operation and maintenance costs or contract resource obligations in either case payable
prior to debt service on Member obligations (except that Cascade reserves the right, without the
prior written consent of each Registered Owner, to amend the Interlocal Contract to enable the
component of Member Charges to provide for payments required to be made under a Payment
Agreement other than Payment Agreement Payments, to be payable to Cascade after
Members’ payments of debt service on their own revenue obligations); or
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b. an amendment that eliminates or materially diminishes the
obligation of the Members under Section 5.3.3 of the Interlocal Contract to make appropriate
written undertakings under the Rule; or

C. an amendment that eliminates or materially diminishes the
obligation of the Members under Section 5.3.4 of the Interlocal Contract, i.e., to take actions
related to preservation of the tax-exempt status of interest on the Tax-Exempt Bonds; or

d. an amendment that eliminates or materially diminishes the
obligation of the Members under Section 7.9.1(d) of the Interlocal Contract, i.e., to remit
payment of disputed invoices in full prior to resolving the dispute; or

e. an amendment that eliminates or materially diminishes the
obligation of the Members under Section 7.9.2(b) of the Interlocal Contract, i.e., to pay
proportionate shares of a defaulting Member's Member Charges; or

f. an amendment that eliminates or materially diminishes a
withdrawing Member’s obligations for the cost of then-existing obligations of Cascade under
Section 10.2 of the Interlocal Contract.

(2) If at any time Cascade shall permit the amendment of the
Interlocal Contract for any of the purposes of this subsection (b), the Bond Registrar shall cause
notice of the proposed amendment to be given by first-class United States mail to all Registered
Owners and Qualified Counterparties, to any Bond Insurer, and to the Rating Agencies. That
notice shall briefly set forth the nature of the proposed amendment and shall state that a copy
thereof is on file at the office of the Bond Registrar for inspection by all Registered Owners and
Qualified Counterpatrties.

3) Within two years after the date of the mailing of that notice,
Cascade may permit the amendment of the Interlocal Contract in substantially the form
described in that notice, but only if there shall have first been delivered to the Bond Registrar
(i) the required consents, in writing, of the Registered Owners, and (ii) an opinion of Bond
Counsel stating that that amendment is authorized or permitted by the 2009 Bond Resolution
and will not adversely affect the exclusion from gross income for federal income tax purposes of
interest on the 2009 Bonds that are Tax-Exempt Bonds or the entitlement to receive from the
United States Treasury the applicable federal credit payments in respect of any series of 2009
Bonds sold and issued as Build America Bonds.

4) If the required consents, in writing, of the Registered Owners have
been obtained as herein provided, no Registered Owner shall have any right to object to that
amendment of the Interlocal Contract, or to object to any of the terms and provisions contained
therein or the operation thereof, or in any manner to question the propriety of the adoption
thereof, or to enjoin or restrain Cascade from entering into the same or from taking any action
pursuant to the provisions thereof.

Section 27. Defaults and Remedies.

@ Events of Default. Each of the following shall constitute an “Event of

Default”:
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D If Cascade defaults in any payment of Principal of or premium, if
any, or interest on any Parity Bond when the same becomes due and payable.

(2) If Cascade files a petition in bankruptcy or is placed in
receivership under any state or federal bankruptcy or insolvency law.

3) If an “Event of Default” occurs under (and as defined in) any Parity
Bond Authorizing Resolution other than the 2009 Bond Resolution.

(4) If Cascade defaults in the observance and performance of any
other of the covenants, conditions and agreements on the part of Cascade set forth in any Parity
Bond Authorizing Resolution and that default has continued for a period of 90 days after
Cascade has received from the Bond Owners’ Trustee or from the Registered Owners of not
less than a majority of aggregate Principal amount of the outstanding Parity Bonds, a written
notice specifying and demanding the cure of that default. However, if that default is one that
can be remedied but cannot be completely remedied within the 90 days after written notice has
been given, it shall not be an Event of Default so long as Cascade has taken active steps within
the 90 days after written notice has been given to remedy the default and is diligently pursuing
that remedy.

(b) Bond Owners’ Trustee. Upon the occurrence and during the continuance
of an Event of Default, a trustee (the “Bond Owners’ Trustee”) (i) may be appointed by the
Registered Owners of not less than a majority of aggregate Principal amount of the outstanding
Parity Bonds, notification thereof having been given to Cascade, or (ii) shall be appointed by
Cascade at the direction of the Registered Owners of not less than a majority of aggregate
Principal amount of the outstanding Parity Bonds, in each case by an instrument or concurrent
instruments in writing signed and acknowledged by those Registered Owners or by their
attorneys-in-fact duly authorized and delivered to the Bond Owners’ Trustee or Cascade, as the
case may be. That appointment shall become effective immediately upon acceptance thereof
by the Bond Owners’ Trustee. Any Bond Owners’ Trustee appointed under the provisions of
this subsection (b) shall be a bank or trust company organized under the laws of the State of
Washington or the State of New York or a national banking association. The Bond Owners’
Trustee may be removed at any time, and a successor Bond Owners’ Trustee appointed, by the
Registered Owners of not less than a majority of aggregate Principal amount of the outstanding
Parity Bonds, by an instrument or concurrent instruments in writing signed and acknowledged
by those Registered Owners or by their attorneys-in-fact duly authorized. The Bond Owners’
Trustee may require such security and indemnity as may be reasonable against the costs,
expenses and liabilities that may be incurred in the performance of its duties.

The Bond Owners’ Trustee appointed in the manner herein provided, and each
successor thereto, is declared to be a trustee for all Registered Owners and is empowered to
exercise all the rights and powers herein conferred on the Bond Owners’ Trustee.

In the event that any Event of Default in the sole judgment of the Bond Owners’ Trustee
is cured and the Bond Owners’ Trustee furnishes to Cascade a certificate so stating, that Event
of Default shall be conclusively deemed to be cured and Cascade, the Bond Owners’ Trustee,
the Registered Owners shall be restored to the same rights and position which they would have
held if that Event of Default had not occurred.

(c) Suits, Actions and Other Proceedings. Upon the occurrence and during
the continuance of an Event of Default, the Bond Owners’ Trustee may, and upon the written
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request of the Registered Owners of not less than a majority of aggregate Principal amount of
the outstanding Parity Bonds shall, take such steps and institute such suits, actions or other
proceedings, or file and prove such claims in bankruptcy, reorganization or other similar
proceedings, all as it may deem appropriate for the protection and enforcement of the rights of
the Registered Owners, to collect any amounts due and owing to or from Cascade, or to obtain
other appropriate relief, and may enforce the specific performance of any covenant, agreement
or condition contained in any Parity Bond Authorizing Resolution or any of the Parity Bonds.

Nothing contained in this Section shall, in any event or under any circumstance, be
deemed to authorize the acceleration of maturity of Principal of the Parity Bonds, and the
remedy of acceleration is expressly denied to the Registered Owners under any circumstances
including, without limitation, upon the occurrence and during the continuance of an Event of
Default.

Any action, suit or other proceedings instituted by the Bond Owners’ Trustee hereunder
shall be brought in its name as trustee for the Registered Owners and all such rights of action
upon or under any Parity Bond Authorizing Resolution or any of the Parity Bonds may be
enforced by the Bond Owners’ Trustee without the possession of any of those Parity Bonds and
without the production of the same at any trial or proceedings relative thereto except where
otherwise required by law. Any such suit, action or proceeding instituted by the Bond Owners’
Trustee shall be brought for the ratable benefit of all Registered Owners, subject to the
provisions of the Parity Bond Authorizing Resolutions. Upon the appointment of a Bond
Owners’ Trustee in accordance with the provisions herein, each Registered Owner of a Parity
Bond, by taking and holding the same, shall be conclusively deemed irrevocably to have
appointed the Bond Owners’ Trustee the true and lawful trustee of all Registered Owners, with
authority to institute any such action, suit or proceeding; to receive as trustee and deposit in
trust any sums becoming distributable on account of those Parity Bonds; to execute any paper
or documents for the receipt of money; and to do all acts with respect thereto that the
Registered Owner himself or herself might have done in person. Nothing herein shall be
deemed to authorize or empower the Bond Owners’ Trustee to consent to accept or adopt, on
behalf of any Registered Owner, any plan of reorganization or adjustment affecting the Parity
Bonds or any right of any Registered Owner thereof, or to authorize or empower the Bond
Owners’ Trustee to vote the claims of the Registered Owners thereof in any receivership,
insolvency, liquidation, bankruptcy, reorganization or other similar proceedings to which
Cascade is a party.

(d) Application of Money Collected by Bond Owners’ Trustee. Any money
collected by the Bond Owners’ Trustee at any time pursuant to this Section shall be applied in
the following order of priority:

D first, to the payment of the charges, expenses, advances and
compensation of the Bond Owners’ Trustee and the charges, expenses, counsel fees,
disbursements and compensation of its agents and attorneys;

2) second, to the payment of all interest on the Parity Bonds and the
Payment Agreement Payments then due and payable, in the order in which the same became
due and payable, and, if the amount available shall not be sufficient to make any payment in full,
then to the payment, ratably, according to the amounts due with respect to those payments,
without discrimination or preference;
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3) third, to the payment of all unpaid Principal of and premium, if any,
on the Parity Bonds then due and payable (other than Parity Bonds called for redemption for the
payment of which money is held pursuant to the provisions of any Parity Bond Authorizing
Resolution), in the order in which the same became due and payable, and, if the amount
available shall not be sufficient to make any payment in full, then to the payment, ratably,
according to the amounts due with respect to those payments, without any discrimination or
preference;

(4) fourth, to the payment of all unpaid Parity Bonds called for
optional redemption, if any; and

(5) fifth, for any payment under a Payment Agreement that does not
constitute a Payment Agreement Payment.

(e Duties and Obligations of Bond Owners’ Trustee. The Bond Owners’
Trustee shall not be liable except for the performance of such duties as are specifically set forth
herein. Upon the occurrence and during the continuance of an Event of Default, the Bond
Owners’ Trustee shall exercise such of the rights and powers vested in it hereby, and shall use
the same degree of care and skill in its exercise, as a prudent person would exercise or use
under the circumstances in the conduct of his or her own affairs. The Bond Owners’ Trustee
shall have no liability for any act or omission to act hereunder except for the Bond Owners’
Trustee’s own negligent action, its own negligent failure to act or its own willful misconduct. The
duties and obligations of the Bond Owners’ Trustee shall be determined solely by the express
provisions of the Parity Bond Authorizing Resolutions, and no implied powers, duties or
obligations of the Bond Owners’ Trustee shall be read into the 2009 Bond Resolution.

The Bond Owners’ Trustee shall not be required to expend or risk its own funds or
otherwise incur individual liability in the performance of any of its duties or in the exercise of any
of its rights or powers as the Bond Owners’ Trustee, except as may result from its own negligent
action, its own negligent failure to act or its own willful misconduct.

The Bond Owners’ Trustee shall not be bound to recognize any person as a Registered
Owner of any Parity Bond until his or her title thereto, if disputed, has been established to its
reasonable satisfaction.

The Bond Owners’ Trustee may consult with counsel and the opinion of that counsel
shall be full and complete authorization and protection in respect of any action taken or suffered
by it hereunder in good faith and in accordance with the opinion of that counsel. The Bond
Owners’ Trustee shall not be answerable for any neglect or default of any person, firm or
corporation employed and selected-by it with reasonable care.

® Proceedings By Individual Parity Bond Owners Restricted. No Registered
Owner shall have any right to institute any action, suit or proceeding at law, in equity or in
bankruptcy, reorganization or other similar proceedings under any Parity Bond Authorizing
Resolution unless:

D an Event of Default has occurred and is continuing;

2) a Bond Owners’ Trustee has been appointed;
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3) that Registered Owner shall have given to the Bond Owners’
Trustee written notice of the Event of Default on account of which that suit, action or proceeding
is to be instituted;

(4) the Registered Owners of not less than a majority of aggregate
Principal amount of the outstanding Parity Bonds, after the occurrence and during the
continuance of that Event of Default, have made written request of the Bond Owners’ Trustee
and have afforded the Bond Owners’ Trustee a reasonable opportunity to institute that suit,
action or proceeding;

(5) there have been offered to the Bond Owners’ Trustee security and
indemnity satisfactory to it against the costs, expenses and liabilities to be incurred therein or
thereby; and

(6) the Bond Owners’ Trustee has refused or neglected to comply
with that request within a reasonable time.

No Registered Owner shall have any right in any manner whatever by his or her action
to affect or impair the obligation of Cascade to pay from the Net Revenue the Principal of and
premium, if any, and interest on any Parity Bond to the Registered Owner thereof or any
Payment Agreement Payment when due.

Notwithstanding any other provision of the 2009 Bond Resolution, each Registered
Owner shall have the absolute and unconditional right to receive payment of Principal of and
premium, if any, and interest on that Registered Owner’s Parity Bonds on and after the due date
thereof and to institute suit for the enforcement of any such payment.

(9) Failure to Comply With Undertaking. Notwithstanding anything in this
Section to the contrary, the failure of Cascade or any obligated person to comply with the
Undertaking shall not constitute an Event of Default, and the sole remedy of any holder of a
2009 Bond shall be to seek an order of specific performance from an appropriate court to
compel Cascade or the obligated person to comply with the Undertaking.

Section 28. Sale of 2009 Bonds. The Chief Executive Officer may provide for the
sale of one or more series of the 2009 Bonds by public sale or by a negotiated sale, limited
offering or private placement, with the successful underwriter, placement agent or purchaser, as
applicable, chosen through a selection process acceptable to the Chief Executive Officer. The
terms of that sale, which may include a forward or delayed delivery of the 2009 Bonds, shall be
consistent with the 2009 Bond Resolution and shall be confirmed by the 2009 Bond Sale
Resolution. The 2009 Bonds will be delivered to the purchaser as provided in the 2009 Bond
Sale Resolution, immediately upon payment to Cascade of the purchase price in immediately
available federal funds in Seattle, Washington, or at another place upon which the Chief
Executive Officer and the purchaser may mutually agree.

CUSIP numbers (if required) will be printed on the 2009 Bonds, but neither failure to
print CUSIP numbers on any 2009 Bond nor error with respect thereto shall constitute cause for
a failure or refusal by the purchaser to accept delivery of and pay for the 2009 Bonds in
accordance with the purchase offer. All expenses in relation to the printing of CUSIP numbers
on the 2009 Bonds shall be paid by Cascade, but the fee of the CUSIP Service Bureau for the
assignment of those numbers shall be the responsibility of and shall be paid by the purchaser.
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Each series of 2009 Bonds will be printed at Cascade’s expense and will be delivered to
the purchaser thereof with the approving legal opinion of Foster Pepper PLLC, municipal bond
counsel of Seattle, Washington, regarding that series of 2009 Bonds.

Section 29. 2009 Bond Insurer Rights. With respect to each series of 2009 Bonds,
except as otherwise provided in the 2009 Bond Sale Resolution, so long as the 2009 Bond
Insurer, if any, is not in default in respect of any of its obligations under its Bond Insurance, the
following shall apply:

€)) The 2009 Bond Insurer, and not the Registered Owners of the 2009
Bonds, shall be deemed to be the Registered Owner of the 2009 Bonds at all times for the
purposes of (i) giving any approval or consent to the effectiveness of any resolution amendatory
or supplemental hereto other than a resolution providing for (A) a change in the times, amounts
or currency of payment of any outstanding Parity Bond, or a reduction in the Principal amount of
any outstanding Parity Bond or a change in the rate or method of determining the rate of interest
thereon or the redemption or tender provisions thereof, or (B) a preference or priority of any
Parity Bond over any other Parity Bond, or (C) a reduction in the aggregate Principal amount of
Parity Bonds, the consent of the Registered Owners of which is required for any supplemental
resolution; (ii) appointing a Bond Owners’ Trustee; (iii) giving any approval or consent or
exercising any remedies in connection with the occurrence of an Event of Default; and
(iv) giving any approval or consent to a supplemental resolution or amendment to the Interlocal
Contract requiring the consent of the Registered Owners of the 2009 Bonds.

(b) Any supplemental resolution or amendment to the Interlocal Contract
requiring the consent of the Registered Owners of Parity Bonds other than the 2009 Bonds shall
also require the prior written consent of the 2009 Bond Insurer if its rights will be materially and
adversely affected thereby.

(c) Any supplemental resolution or amendment to the Interlocal Contract not
requiring the consent of the Registered Owners shall require prior written notice to the 2009
Bond Insurer.

(d) The 2009 Bond Insurer shall have the right to institute any suit, action or
proceeding at law or in equity under the same terms as a Registered Owner in accordance with
the 2009 Bond Resolution.

(e) The 2009 Bond Insurer shall, to the extent it makes any payment of
Principal of or interest on the 2009 Bonds, become subrogated to the rights of the recipients of
that payment in accordance with the terms of the Bond Insurance.

® The Principal of or interest on the 2009 Bonds paid by the 2009 Bond
Insurer under the Bond Insurance shall not be deemed paid for purposes of the 2009 Bond
Resolution, and the 2009 Bonds with respect to which those payments were made shall remain
outstanding and continue to be due and owing until paid by Cascade in accordance with the
2009 Bond Resolution.

Section 30. General Authorization. The Chair of the Board and the Chief Executive
Officer of Cascade and each of the other appropriate officers of Cascade are each authorized
and directed to do everything as in their judgment may be necessary, appropriate or desirable in
order to carry out the terms and provisions of, and complete the transactions contemplated by,
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the 2009 Bond Resolution. In particular, and without limitation, the Chief Executive Officer may,
in his or her discretion and without further action by the Board, (i) deem final any preliminary
official statement or official statement relating to the 2009 Bonds, (ii) authorize the distribution of
any preliminary official statement by the underwriter of the 2009 Bonds, (iii) comply with any
continuing disclosure requirements applicable to the 2009 Bonds, (iv) change the Bond
Registrar or any securities depository appointed for the 2009 Bonds, (v) provide information to
Rating Agencies, prospective providers of Bond Insurance and Reserve Insurance and other
participants in the issuance of the 2009 Bonds and (vi) request proposals from prospective
providers of Bond Insurance and Reserve Insurance for the 2009 Bonds.

Section 31. Severability. The provisions of this resolution are declared to be
separate and severable. If a court of competent jurisdiction, all appeals having been exhausted
or all appeal periods having run, finds any provision of this resolution to be invalid or
unenforceable as to any person or circumstance, the offending provision shall, if feasible, be
deemed to be modified to be within the limits of enforceability or validity. However, if the
offending provision cannot be so modified, it shall be null and void with respect to the particular
person or circumstance, and all other provisions of this resolution in all other respects, and the
offending provision with respect to all other persons and all other circumstances, shall remain
valid and enforceable.

Section 32. Ratification of Prior Acts. Any action taken consistent with the authority
but prior to the effective date of this resolution, including, if applicable, but not limited to giving
notices of the sale of 2009 Bonds, adopting the 2009 Bond Sale Resolution, executing
contracts, making fund transfers and paying warrants, is ratified, approved and confirmed.

Section 33. Section Headings. The section headings in this resolution are used for
convenience only and shall not constitute a substantive portion of this resolution.

[Signature page follows]
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Section 34. Effective Date. This resolution shall take effect and be in force
immediately upon its adoption.

ADOPTED AND APPROVED by the Board of Directors of the Cascade Water Alliance at
a regular open public meeting held on this 26™ day of August, 20009.

CASCADE WATER ALLIANCE

Lloyd Warren, Chair

Attest — Chuck Clarke, CEO Mary-Alyce Burleigh, Vice Chair

Jim Haggerton, Secretary/Treasurer
Members
Yes
No

Demand Share

Yes %
No %
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CERTIFICATION

I, the undersigned, Secretary of the Board of Directors (the “Board”) of Cascade Water
Alliance (“Cascade”) hereby certify as follows:

1. The attached copy of Resolution No. 2009-11 (the “Resolution”) is a full, true and
correct copy of a resolution duly adopted at a special meeting of the Board held on August 26,
2009, at the time and meeting place for which notice was given in accordance with law, as that
resolution appears on the minute book of Cascade; and the Resolution is now in full force and
effect; and

2. A quorum of the members of the Board was present throughout the meeting and
a majority of those members present voted in the proper manner for the adoption of the
Resolution.

IN WITNESS WHEREOF, | have hereunto set my hand this 26" day of August, 2009.

CASCADE WATER ALLIANCE

Jim Haggerton, Secretary of the Board

50961097.5








Iltem No. 5(b)
August 26, 2009

MEMORANDUM
CASCADE

DATE: August 26, 2009
TO: Lloyd Warren, Chair
Board of Directors
FROM: Elaine Kraft, Director of Intergovernmental and Communications

SUBJECT: Sponsorship Proposal — Bonney Lake Days

Pursuant to Resolution 2009 - 2, all proposed sponsorship requests less than $1000 may be
approved by the CEO and reported to the entire Board of Directors of Cascade at its next
meeting.

Attached is the approval and sponsorship request for Bonney Lake Days in August.

For its $500 investment, Cascade will receive mention in all programs and promotional
materials, its logo on the t-shirt invitations, and the opportunity to participate in the event.

Attachment: Bonney Lake Days Sponsorship Proposal





Attachment 1

Cascade Sponsorship Proposal
Bonney Lake Days

1. Event and organization
a. Brief description of organization: Bonney Lake Days. An event of the Bonney
Lake Chamber of Commerce PO Box 7171 Bonney Lake WA 98391

b. Brief description of the event (August 14-16) A Bonney Lake Community festival
c. Requested by: Bonney Lake Chamber of Commerce
d. Attach event brochure or letter of request if available -- attached

e. lIsita non-profit? 501(c) (3) or other? Yes Tax ID # 20-3527768
2. Other sponsors, if known

3. Proposed Amount of Sponsorship: $2,000
xxxxx Less than $1,000.00, then CEO can approve and provide information in 4-
7 at next regular board meeting.

More than $1,000.00, Board must pre-approve based on information in 4-7.

4. Funding available in Cascade’s budget (circle one):
X Yes
€ No

5. Public Purpose:
Which of Cascade’s purposes, in Bylaws 3.4 will be met and explain how:

This event meets several purposes of Section 3.4 including b, | e, h and |, all of which
support Cascade’s ability to provide safe, reliable high quality drinking water to meet the
needs of Cascade members. Lake Tapps, which is accessed through the City of
Bonney Lake, is expected to be the future water supply for Cascade. Supporting the
community through the chamber highlights Cascade’s commitment to the community. To
create a water supply system, Cascade must have the support and cooperation of the
community surrounding the lake. This event will focus on and feature this collaborative
and successful relationship, as well as cementing good neighbor relationships. In
addition, this community clean up will benefit Cascade as it prepares to take ownership
of the lake later this year, and the access to the lake is important.





6. Adequate Consideration:
a. What will Cascade receive in return for funding?
i. Includes the logo and name on signage, flyers, web site for event and for
City of Bonney Lake, advertising in Courier Herald newspaper, banners at
event and announced from stage during announcements.

b. How will this serve Cascades’ purposes? This will establish Cascade as a good
neighbor, a good business partner and a member of this community that is so
important to Cascade’s future water supply, its transmission and supply.

7. Recommendation of Chief Executive Officer:
X Do fund
& Do not fund

Chief Executive Officer July 30, 2009
*Pursuant to Resolution 2009-02






Iltem No. 7(b)
August 26, 2009

AGENDA MEMORANDUM

SUBJECT
Motion to approve payment of warrants, including payroll, for the month of August 2009.

BACKGROUND

Cascade Resolution No. 2008-05, adopted by the Board on March 26, 2008, designated the
Finance Director as Cascade’s Auditing Officer as required by RCW 42.24.080. The Auditing
Officer is required to review all Cascade expenditures and to certify that each expenditure claim
is a just, due and unpaid obligation against Cascade.

Scott Hardin, Director of Finance & Administration and Cascade’s Auditing Officer, has reviewed
the subject warrants and payroll and has found no errors, and has certified all such
expenditures to be true and correct.

Attachments 1 and 2 (Warrants & Wire Transfers and Treasurer’s Report) are included in the
Board Packet.

A revised Payment Authorization document may be included in the Board’s Desk Packet. This
document will supplement the attached Payment Authorization to include payments for invoices
received after the packet printing date.

FISCAL IMPACT

Approval of payments:

Amount
Warrants 7876 through 8108, and payroll $1,858,601.28
Wire transfers $2,897,770.00
Total $4,756,371.28

OPTIONS

1. Approve Payment Authorization (or Revised Payment Authorization included in Desk Packet
if applicable) for claims including payroll for the month of August 2009.

2. Refer the report to staff for further clarification.

RECOMMENDED ACTION

Move to Approve Payment Authorization (or Revised Payment Authorization included in Desk
Packet if applicable) for claims including payroll for the month of August 2009.

ATTACHMENTS

1. Warrants and Wire Transfers listing —
2. Monthly Treasurer’'s Report —







Cascade Water Alliance
Monthly Treasurer's Report

July 2009

Attachment 2

Rate Key Bank
Operating Construction Bond RCFC Stabilization Payroll All
Fund Fund Fund Fund Fund Account Funds
Beginning Balances, July 1 $ 9,569,596 | $ 2,133,245 | $ 9,385,381 | $ 12,440,077 | $ 6,426,187 | $ 10,768 | $ 39,965,254
Additions:
Cash received $ 3,039,007 | $ 1,443 | $ 12,920 | $ 18,685 | $ 8,846 | $ - $ 3,080,902
Transfers from other Cascade funds $ - $ - $ - $ 12,010 | $ - $ 85,000 % 97,010
Total additions $ 3,039,007 | $ 1,443 | $ 12,920 | $ 30,695 | $ 8,846 [ $ 85000 % 3,177,912
Subtractions:
Bank fees, payroll, and bond payments $ 1,136 | $ 103 | $ 926 | $ 1339 | $ 634 | $ 838401 3% 87,977
Warrants paid $ 361,848 | $ 2,162,112 | $ - $ - $ - $ - $ 2,523,960
Wire and other electronic payments $ 2,511,400 | $ - $ - $ - $ - $ - $ 2,511,400
King Co. Investment Pool impairment (realized) $ - $ - $ - $ - $ - $ - $ -
King Co. Investment Pool impairment (retained) $ (766)| $ (1,565)| $ (857)| $ (1,084)| $ (229)| $ - $ (4,502)
Transfers to other Cascade funds $ 97,010 | $ - $ - $ - $ - $ - $ 97,010
Total subtractions $ 2,970,628 | $ 2,160,650 | $ 68 % 255 | $ 405 | $ 83,840 | $ 5,215,846
Ending Balances, July 31 $ 9637975| $ (25,962)| $ 9,398,233 | $ 12470517 | $ 6,434,629 | $ 11929 | $ 37,927,320
*Note: due to the timing of July expenditures, the Construction Fund had a brief
negative balance that was resolved immediately by an interfund transfer from the
RCFC fund, in anticipation of receipt of bond funds, as authorized by Board Resolution
No. 2008-17.
Monthly Treasurer's Report Item No. 7(b) Attachment 2 July 09 Treasurers Report 8-26-09.xI4 8/24/09









Payment Authorization
Warrants and Wire Transfers

WHOLESALE WATER 7890 Pacific Supply
WIRE Seattle Contract Payment 8/2009 $2,897,770.00 7891 Trends
7937 Tacoma Water $138,173.80 7892 Watershed LLC
$3,035,943.80
CONSTRUCTION CONSERVATION REBATES
7893 Department of Ecology $423.75 7935 PECI
7894 Gordon Derr $30,164.06 7944 Debbie Faulkner
7895 GordonDerr Trust Account $44,207.19 7945 Andy Loe
7896 Hainline & Associates, Inc. $19,092.00 7946 Charlie McClaskey
7897 HDR $612,473.18 7947 Damon Adams
7900 Wash. State DOT $701,062.50 7948 Hajrudin Ahmftovic
7902 AERO-METRIC, INC $3,000.00 7949 W. Scott Alinen
7904 Davis Wright Tremaine LLP $300.00 7950 David Anderson
7940 Gordon Thomas Honeywell Govern. Affairs $130.00 7951 Maritza Aubrey
7928 King County Finance Division $335.82 7952 Aviation Spares and Services, Int'l
$1,411,188.50 7953 Brian Bachar
7954 Barbara Baer
CONSULTANTS 7955 Ruth Baumgart
7878 Gordon Derr $38,156.99 7956 Andrzrej Bazia
7898 MWH Americas Inc. $4,841.46 7957 Bellevue Place Hotel LP
7901 AD Ventures Marketing, Inc. $2,183.00 7958 Marcia Berch
7903 Clark Nuber $1,281.00 7959 Irma Bermea
7905 Effectiveness Resource Group $4,400.00 7960 Janine Bolivar
7906 FCS Group, Inc. $525.00 7961 Ben Brainard
7907 Foster Pepper PLLC $3,850.00 7962 Bristol Court Kirkland HOA
7909 Katz & Associates, Inc. $12,120.77 7963 Bryn Mawr Towers HOA
7910 Kemp Communications Inc. $2,100.00 7964 Stuart Campbell
7911 Langton/Spieth $7,000.00 7965 Michael Campos
7912 Sarah Conradt $40.00 7966 T. Milton Carpenter
7913 Seitel Systems $748.05 7967 Zhigi Chen
7924 Ed Oberg Consulting LLC $2,662.50 7968 Dan Chou
7941 Gordon Thomas Honeywell $12,675.14 7969 Richard Christman
$92,583.91 7970 Connie Chryssan
7971 City of Sammamish Parks Dept (Miki
SALARY, BENEFITS AND EXPENSE REIMBURSEMENTS 7972 Van Coevorden
auto pay  Payroll (July) $83,839.59 7973 Tom Conover
7876 Vantagepoint 401Plan $9,150.33 7974 Margaret Cornish
7877 Vantagepoint 457 Plan $4,667.41 7975 Scott Cory
7880 Regence Blue Shield $8,333.79 7976 Jeff Coselow
7881 UNUM Life Insurance $1,558.00 7977 Janet Decarteret
7882 Washington Dental Service $1,114.00 7978 Daniel Deckas
7914 Elaine Kraft $307.42 7979 Trevor Delaney
7915 Jon Shimada $987.93 7980 Stuart DePina
7916 Pam Higbee $56.10 7981 Dave Douglass
7917 Scott Hardin $57.11 7982 Ronald Edwards
7923 Department of Labor and Industries $15.00 7983 Saras Eisenberg
7943 Christopher N. Paulucci $48.40 7984 Earl Fauser
$110,135.08 7985 Wendy Feneis
GENERAL 7986 Richard Flotlin
7879 Office Depot, Inc. $326.44 7987 Debi Friese
7883 CDW Government Inc. $2,886.94 7988 Hunter Fulghum
7899 Utilities Underground Location Center $22.80 7989 David Fuller
7918 Alliant Insurance $226.00 7990 Yan Gao
7919 Bellevue Gateway | Realty LLC $12,136.15 7991 Christina Gerschwiler
7920 City of Bellevue Service First $3,220.55 7992 Soheyla Ghadrshenas
7921 Copiers Northwest $542.11 7993 Mark Ghanooni
7922 Covington Water District (2) $40.65 7994 Elaine Gibbs
7925 Global Crossing Conferencing $355.19 7995 Gunter Gilberg
7926 Integra Telecom $778.64 7996 Wanda Gilmore
7927 Keybank $2,894.76 7997 Viktoriya Gringauz
7929 Lakemont Business Services Inc. $211.14 7998 Glen Griswold
7930 Olympia Supply Co. $1,399.55 7999 Mike Hansen
7931 Puget Sound Energy (2) $77.13 8000 Janet Harkness
7932 Verizon Wireless $514.53 8001 Phyllis N. Harper
7933 Wells Fargo Financial Leasing $437.46 8002 Michelle Heidorn
$26,070.04 8003  Matt Holmes
8004 Ed Horowitz
SPONSORSHIP 8005 Wei Huang
7936 City of Bonney Lake $500.00 8006 Joanne Huber
7942 Bonney Lake Chamber of Commerce $250.00 8007 Audrey Hue, Manager
$750.00 8008  Richard Hunt
8009 Hua Jiang
CONSERVATION SUPPLIES 8010 LeRoy Johnson
7934 Woodinville Water District $3,584.00 8011 Douglas Jones
7884 All Wood Recycling $475.00 8012 Charles Kapner
7885 CCS Printing $5,021.29 8013 David Kasik
7886 ECOS $214.48 8014 Dave Kellas
7887 Grasscycler LLC $85.19 8015 William E. Kenner IIl
7888 New Resources Group, Inc. $1,028.36 8016 Sheryl Klarich
7889 Niagara Conservation $27.16 8017 Maryann Klustren
Total Warrants $1,858,601.28
Total Wires $2,897,770.00
|T0ta| warrants/wire transfers authorized for August 2009 $4,756,371.28 |
Approved: Date: Approved:

Scott Hardin, Director of Finance & Administration
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Jim Haggerton, Secretary/Treasurer

Date:

8018
8019
8020
8021
8022
8023
8024
8025
8026
8027
8028
8029
8030
8031
8032
8033
8034
8035
8036
8037
8038
8039
8040
8041
8042
8043
8044
8045
8046
8047
8048
8049
8050
8051
8052
8053
8054
8055
8056
8057
8058
8059
8060
8061
8062
8063
8064
8065
8066
8067
8068
8069
8070
8071
8072
8073
8074
8075
8076
8077
8078
8079
8080
8081
8082
8083
8084
8085
8097
8098
8099
8100
8101
8102
8103
8104
8105
8106
8107
8108

Attachment 1

Thomas Laemmel
Jennifer Laramore
Deborah Leeding
Loyd Lee

Michael Lee
Caprice Leinonen
Patrick H. LePley
Li Li

Vichal Lim

Qizi Shu Li
Natalie Littrell
Jeremy Los

Matt Lynch
Jennifer Marshall
Anna May
Stephen McCaughey
Patric McCormick
Suzanne McNeilly
Kim Meissner
Lorrie Melson
Karen Merz
Barbara Meyer
Leslie Meyer
Raymond Mikos
Janice Miyoshi
James I. Mock
Michael Moore
Stephen Munson
Liza Neyrand
Thanh Nguyen
Carl Nutt

Walter G. Oakes
Gregg Olsen

Overlake Business Center

Derald Owens
Tony Pardi
Cyndie Parks
Evie Parks
Sandy Perlmutter
Bill Pettit

Dennis Pfeiffer
Codmepill Pideue
Heather Pierce
John Piliaris
Janis Pock

David Poplawski
Sanders Pratt
Glenn Price

Ying Qiu
Theresa Quinn
Judith Radloff
Vikran Raheja
Rhone Rarick
Robert Rodi
Kirsten Rogers
Patrice Rothchild
James Rumpakis
Doug Sanner
Carolyn Seipp
Frances Setter
Patricia Sheffels
Samuel Simmons
Steve Stangvik
Kenneth Strunk
Douglas Symes
Miranda Talman
Huan Lian Tan
Tao Tao

Minn Thein

Carol Walker
Frank Wang
Rodger Wang
Ralpha Wharton
Robert Wildrick
Shawn Winchester
Augustinus Wong
Ben Wong

Eric W. Yap
Haruo Young
Richard Zhu

Destroyed and voided checks:
7938-7939, 7908, 8086-8096

8/26/09
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$264.00
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$88.00
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$88.00
$100.00
$100.00
$150.00
$100.00
$400.00

$50.00
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$100.00

$88.00
$100.00
$176.00

$70.04
$100.00
$100.00
$300.00
$100.00
$100.00
$300.00
$100.00
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$300.00
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$100.00
$200.00
$100.00
$100.00
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$176.00
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$100.00
$300.00
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$100.00

$88.00
$100.00
$100.00
$100.00
$264.00
$100.00
$300.00
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$200.00
$400.00
$300.00
$200.00
$200.00

$88.00
$264.00
$100.00
$200.00
$100.00

$59,507.63
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PN
CASCAD MEMORANDUM

ATER ALLIANCE

DATE: August 17, 2009
TO: Lloyd Warren, Chair

Board of Directors

Chuck Clarke, Chief Executive Officer
FROM: Michael A. Gagliardo, Director of Planning
SUBJECT: Monthly Report

Lake Tapps (Acquisition, Water Rights, SEPA, Operations)

* Continued to work on SEPA EIS process and analysis including meetings with Department of
Ecology (DOE)

* Continued coordination with the DOE on water right matters

* Regular conference calls with Puget Sound Energy (PSE) to chart progress of closing activities

* Met with PSE regarding accounting of MOU Process Costs and Purchase Price Adjustments in
advance of Closing

* Continued implementation of Phase 2 Part A work scope for Lake Tapps operations
assessment project with AECOM

* Internal meetings regarding Lake Tapps ownership transition matters

* Continued development of White River flow and water quality monitoring program with USGS
and Tribes

* Continued to discuss resolution of outstanding issues, including water supply needs and EIS
tasks, with the Four Cities

USCOE Diversion Dam Replacement

* Met with US Corps of Engineers regarding replacement dam design parameters, additional
modeling and schedule

* Revised sale and easement agreement with Muckleshoot Indian Tribe and Puget related to
property transfer around new dam and MIT hatchery

Long Term-Planning

* Regular weekly meetings with HDR to coordinate tasks and activities
* Review of demand forecast sensitivity analysis

* Continuation of supply alternative evaluation process

* Coordination with outreach efforts






Item No. 5(a)(1)
August 26, 2009

PN
CASCADE

WATER ALLIANCE MEMORANDUM
DATE: August 26, 2009
TO: Lloyd Warren, Chair

Board of Directors

Chuck Clarke, Chief Executive Officer
FROM: Scott Hardin, Director of Finance & Administration
SUBJECT: Monthly Finance & Administration Report

Bond issue update

The 2009 Cascade $82 million bond issue is proceeding as planned. On August 19 and 20,
Cascade’s bond team, along with Chair Warren and CEO Clarke, made presentations at
Cascade’s offices to officials from rating agencies Standard & Poor’s and Moodys. The bond
team believes that Cascade is well positioned to receive an upgrade from its current rating (AA-
S&P). Remaining steps include Cascade Board adoption of the Bond Resolution at the August
26, 2009, meeting, final sign-off of the Preliminary Official Statement, on September 3, and the
bond sale and closing, in late October or November.

Finance input to the 2010 Transmission & Supply Plan (TSP)

The TSP Technical Team is currently grouping a list of supply options into a number of viable
supply ‘portfolios’ for further analysis. As the portfolios are developed, the TSP Finance
Advisory Team will be asked to provide input and feedback on the portfolios’ financial
components. Each portfolio will have unique cost structure and rate implications, and the
Finance Advisory Team will review the portfolios and advise the overall planning process as well
as their own agencies and Board members. The Finance Advisory Team will begin its work in
mid-September with a consultation with FCSG’s Ed Cebron, who will review Cascade’s financial
landscape and the important considerations that the team will be asked to consider.

Accounting system conversion

The redesign and conversion of Cascade’s accounting system is on schedule and nearing
completion. The conversion includes a new chart of accounts and new software. Cascade staff
has entered prior transactions into the new system and is conducting tests and reconciliations






before completing the transition to the new system. Until final conversion takes place at the end
of August, the old and new systems are being maintained in parallel.

Second guarter 2009 finance review

Cascade’s outside auditing firm, Clark Nuber, conducted its quarterly review of Cascade’s
financial records & practices on August 13 and 14. Cascade contracts with Clark Nuber to
conduct quarterly reviews to provide regular feedback and guidance to Cascade management.
These optional reviews supplement Clark Nuber’'s annual audit of Cascade’s financial
statements. Clark Nuber auditors will report the results of the quarterly review to the Board Audit
Committee in September 2009.

Attachments

1.

2.
3.
4

Budget to Actual Expenditure Report through July 31, 2009 —
Profit & Loss Statement through July 31, 2009 —

Balance Sheet as of July 31, 2009 —

Contract Status Summary —







Attachment 4

Consultant Contract Status Summary

Open contracts

AdVentures 3 Web updates E. Kraft 12/31/09 8/14/09 N/A S 14,999 S 2,096 14% S 12,903

AECOM Phase 2 Lake Tapps operational assessment J. Shimada 4/30/10 7/10/09 0% S 715,306 S 80,388 11% S 634,918

All Wood Recycling 1 Waste toilets recycling M. Brent 12/31/09 3/17/09 N/A S 12,000 S 753 6% S 11,248

Code Publishing 1 Codification of Cascade resolutions S. Hardin 12/31/09 3/17/09 5% S 6,000 $ - 0% S 6,000

DashenMusselman, 1 General and project financial

R S. Hardin 12/31/09 6/17/09 0% S 50,000 S - 0% S 50,000
Inc. guidance

Ed Oberg Consulting 2 Transitional CEO support C. Clarke 12/31/09 7/10/09 N/A S 25,000 $ 20,338 81% S 4,663

FCS Group 1 General financial advising S. Hardin 12/31/09 7/10/09 25% S 74,990 $ 38,510 51% S 36,480

FCS Group 3 SPU Negotiation Support S. Hardin 12/31/09 7/10/09 0% S 25,000 $ 14,490 58% S 10,510

Gordon Derr 1 General counsel C. Clarke 12/31/09 7/10/09 N/A S 216,000 S 218,811 101% S (2,811)







Attachment 4

Gordon Derr 3 Real estate counsel C. Clarke 12/31/09 7/10/09 N/A S 749,000 S 101,877 14% S 647,123

Gordon Thomas
Honevwell 1 State and federal lobbying E. Kraft 12/31/09 7/10/09 N/A S 158,546 S 89,576 56% S 68,970
YW

Hainline 2 Owner's representative, TCP J. Shimada 10/31/09 7/10/09 75% S 318,800 S 300,269 94% S 18,531

HDR 3 TCP central segment final design J. Shimada 12/31/09 4/15/09 80% S 5,094,463 S 4,169,345 82% S 925,118

HDR 6 SR900 construction monitoring J. Shimada 8/31/09 4/15/09 55% S 168,000 $ 159,112 95% S 8,888

HDR 8 2010 TSP update, phase 1 M. Gagliardo 12/31/09 4/15/09 5% S 865,000 $ 446,141 52% S 418,859

Inslee Best 1 Water law challenges M. Gagliardo 12/31/09 4/15/09 N/A S 25,000 $ 1,999 8% S 23,001

Kemp

L 1 10th Anniversary Video E. Kraft 12/31/09 4/15/09 60% S 15,000 $ 14,758 98% S 243
Communications

Mayes Testin Testing and Inspection Services
v & 1 § and insp ! J. Shimada 8/31/09 4/6/09  40%  $ 90,000 $ 26428  29% S 63,572
Engineers, Inc SR900 Waterline Installation

MWH 2 BIP technical support J. Shimada 12/31/09 3/11/09 25% S 25,000 $ - 0% S 25,000







Pacific Topsoils, Inc.

Richard Kirkby

Sarah Conradt
Design

AdVentures

Aero-Metric

Clark Nuber

Ed Oberg Consulting

EMC Research, Inc.

Gordon Thomas
Honeywell

Hainline

HDR

JKM Research

Langton Spieth

Waste toilets recycling

Planning assistance

Graphic design

Website development

Lake Tapps aerial photography

Audit

Transitional CEO support

Focus Group Surveys

LTCC agreement facilitation

BIP operations and maintenance
management

Stimulus funding application

Focus Groups

10th Anniversary Celebration

M. Brent

C. Clarke

E. Kraft

E. Kraft

M. Gagliardo

S. Hardin

C. Clarke

E. Kraft

E. Kraft

J. Shimada

M. Gagliardo

E. Kraft

E. Kraft
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12/31/09

12/31/09

12/31/09

12/31/09

4/26/09

12/31/09

12/31/09

6/1/09

5/15/09

12/31/09

4/30/09

5/31/09

5/31/09

8/14/09

6/16/09

7/10/09

Closed contracts

4/15/09

4/15/09

7/10/09

4/15/09

4/20/09

7/10/09

3/17/09

4/15/09

4/15/09

4/15/09

N/A

N/A

62%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

$

$

$

$

10,000

25,000

20,000

24,999

64,425

43,000

25,000

40,000

50,000

25,000

25,000

35,000

5,295

4,344

12,390

24,999

64,425

42,838

25,000

40,000

50,048

10,015

12,825

35,000

5,295

0%

17%

62%

100%

100%

100%

100%

100%

100%

40%

51%

100%

100%

10,000

20,656

7,610

162

(48)

14,985

12,175









Assets

Current Assets
Cash and cash equivalents
Accounts receivable

Total Current Assets

Capital Assets
Equipment and furniture
Seattle water contract
Comprehensive plan
Bellevue Issaquah pipeline

Cascade Water Alliance
Balance Sheet
As of July 31, 2009

Less accumulated depreciation and amortization

Total Capital Assets

Projects in process and assets not yet in service:

Lake Tapps
Tacoma Cascade pipeline
Eastside reservoir

Total Projects in process and assets not yet in service:

Restricted cash and cash equivalents

Other long-term assets

Total Assets

Liabilities
Current Liabilities
Payables and accrued liabiltities
Retroactive water credit
Accrued interest
Total Current Liabilities
Long-term debt

Bond premium, net of amortization

Total Liabilities
Net Assets
Restricted for debt service
Unrestricted
Total Net Assets
Total Liabilties & Net Assets

Attachment 3

Current Year

28,793,977
3,476,278

32,270,255

92,046
204,216
1,098,733
21,998,474
(1,178,474)

22,214,996

14,412,157
52,278,459
229,377

66,919,993

9,372,270

609,201

131,386,715

1,381,379
503,388
669,759

2,554,525

53,481,580

1,660,041

57,696,146

12,245,212
61,445,357

73,690,569
131,386,715










Cascade Water Alliance Attachment 2
Statement of Revenues and Expenditures

January through July 31, 2009

Operating Revenue

Current Period Actual

Water sales 16,675,468
Administrative dues 1,337,898
Conservation program 677,620
Total Operating Revenue 18,690,986
Operating Expenses
Cost of water sold 10,902,155
Salaries and benefits 700,060
Professional services 765,120
Conservation rebate program 137,696
Depreciation and amortization 6,705
Communication and public information 97,807
Office expenses 317,757
Operations 14,416
Bank Charges 310
Rent 71,402
Maintenance 90,967
Dues and subscriptions 3,840
Miscellaneous 25,507
Total Operating Expenses 13,133,742
Operating Income 5,557,244
Non-Operating Revenue (Expenses)
Interest income 459,807
Other Income 44
Interest expense, net of amount capitalized (1,328,353)
Total Non-Operating Revenue (Expenses) (868,502)
Capital Contributions
RCFC 1,343,978
Increase in Net Assets 6,032,719
Total Net assets, beginning of year 67,657,850

Net Assets, End of Year

73,690,569










Cascade Water Alliance

Expenditures

From 1/1/2009 Through 7/31/2009 (58.3% of year complete)

Administration Budget Actual Balance % Expended
Salaries $ 700,363 $ 297,536 693,040 29.77%
Temp/Part Time 10,000 0 10,000 0.00%
Payroll Tax and Fees 25,192 25,192 (22,172) 0.00%
Benefits 343,603 102,220 311,799 9.25%
Prof. Fee (Technical) 45,000 24,818 20,182 55.15%
Prof. Fee (Legal) 281,000 182,495 98,505 64.94%
Prof. Fee (Financial) 205,500 68,833 136,668 33.49%
Prof. Fee (Audit) 0 42,838 (42,838) 0.00%
Prof. Fee (Other) 65,000 55,528 9,473 85.42%
Meetings Expense 3,000 3,370 (370) 112.32%
Equipment Rental 4,500 3,255 1,245 72.32%
Telephone/Internet 12,000 9,164 2,836 76.36%
Office Rent 116,150 71,402 44,748 61.47%
Office Supplies Adm 10,500 20,639 (10,139) 196.55%
Equip.and Furniture 7,500 0 7,500 0.00%
Bank fees 2,200 310 1,890 14.07%
Dues & Subscriptions 0 654 (654) 0.00%
Taxes/Licenses 2,400 423 1,977 17.63%
Travel 12,000 6,126 5,874 51.05%
Recruiting 5,000 0 5,000 0.00%
Professional Dev. 7,500 1,364 6,136 18.18%
Computer Equipment 20,000 2,328 17,672 11.64%
Postage & Delivery 12,000 1,311 10,689 10.92%
Printing & Repro. 0 2,283 (2,283) 0.00%
Insurance 10,000 51,719 (41,719) 517.19%
Misc. Serv and Sup. 12,000 4,558 7,442 37.98%
Deprec. Expense 0 5,600 (5,600) 0.00%
Interest Expense 6,522,563 1,300,875 5,221,688 19.94%

Total Expenditures 8,696,258 2,284,838 6,411,420 26.27%

Planning Budget Actual Balance % Expended
2010 TSP 848,168 332,642 515,526 39.21%

Conservation Budget Actual Balance % Expended
Salaries 45,744 45,744 (45,473) 0.00%
Payroll Tax and Fees 3,615 3,615 (3,444) 0.00%
Prof. Fee (Technical) 0 1,012 (1,012) 0.00%
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Cascade Water Alliance

Expenditures

From 1/1/2009 Through 7/31/2009 (58.3% of year complete)

Prof. Fee (Legal) 1,500 427 1,073 28.43%
Prof. Fee (Other) 0 2,981 (2,981) 0.00%
Rebate Reimb.- Res. 275,000 126,886 148,114 46.14%
Rebate Reimb - Com. 100,000 10,810 89,190 10.81%
Fixture Replace 100,000 181,203 (81,203) 181.20%
Irrigation Audit 50,000 3,492 46,508 6.98%
Meetings Expense 0 550 (550) 0.00%
Dues & Subscriptions 20,000 0 20,000 0.00%
Comm. and Public | 72,869 94,043 (21,174) 129.05%
Travel 0 158 (158) 0.00%
Misc. Serv and Sup. 20,000 18,272 1,728 91.35%
Total Expenditures 639,369 489,192 150,177 76.51%
Com. and Intergovern Budget Actual Balance % Expended
Prof. Fee (Technical) 0 45,307 (45,307) 0.00%
Prof. Fee (Legal) 0 5,250 (5,250) 0.00%
Prof. Fee (Other) 467,546 325,748 141,798 69.67%
Sponsorships 20,000 9,295 10,705 46.47%
Meetings Expense 20,000 4,393 15,607 21.96%
Office Supplies Adm 0 59 (59) 0.00%
Dues & Subscriptions 0 3,186 (3,186) 0.00%
Comm. and Public | 0 3,764 (3,764) 0.00%
Travel 0 201 (201) 0.00%
Misc. Serv and Sup. 0 1,913 (1,913) 0.00%
Total Expenditures 507,546 399,116 108,430 78.64%
Operations Budget Actual Balance % Expended
Wholesale Water 20,298,150 10,902,155 9,395,995 53.71%
Salaries 45,727 45,727 (44,612) 0.00%
Payroll Tax and Fees 0 3,571 (3,449) 0.00%
Prof. Fee (Technical) 0 4,841 (4,841) 0.00%
Prof. Fee (Legal) 25,000 2,629 22,371 10.51%
Prof. Fee (Other) 0 2,414 (2,414) 0.00%
Travel 0 94 (94) 0.00%
Insurance 105,000 16,330 88,670 15.55%
Misc. Serv and Sup. 30,000 764 29,236 2.54%
PWTF Loan Debt 3,365 3,355 (59,464) 99.71%

LT Asset Mgmt 1,108,537 0 1,186,037 0.00%
Bell-Issa Pipeline O&M 25,000 105,382 (105,382) 421.53%
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Cascade Water Alliance
Expenditures
From 1/1/2009 Through 7/31/2009 (58.3% of year complete)

Total Expenditures 21,647,552 11,146,737 10,500,815 51.49%
TOTAL OPERATING 32,338,893 14,652,525 17,686,368 45.31%
Capital Projects Budget Actual Balance % Expended

Salaries 154,239 154,239 (150,373) 0.00%
Payroll Tax and Fees 11,962 11,962 (11,633) 0.00%
Bond rating agencies 70,000 0 70,000 0.00%
Bond advisor (DM) 70,000 0 70,000 0.00%
Lake Tapps 66,000,000 780,580 65,219,420 1.18%
TCP 11,000,000 3,619,594 7,380,406 32.90%
BIP 0 320 (320) 0.00%
Eastside Reservoir 15,000,000 101,242 14,898,758 0.67%
Water Contract 1,300,000 0 1,300,000 0.00%
Total Expenditures 93,606,201 4,667,937 $ 88,776,258 4.99%
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Item No. 5(a)(2)
August 26, 2009

WATER ALLIANCE
MEMORANDUM
DATE: August 26, 2009
TO: Lloyd Warren, Chair, Cascade Board of Directors

Cascade Board of Directors

Chuck Clarke, CEO
FROM: Mike Brent, Water Resources Manager
SUBJECT: Water Conservation Report

This memo will provide you with an update of the major activities of Cascade’s Water Conservation
Program from the beginning of 2009 to present:

1. Residential Dye Strip Distribution — The survey results show that 58% of customers recalled
receiving the dye strips, 49% used the dye strips, 14% found leaks and 4.64% of customers
reported repairing the leaking toilets. The savings from all those repaired toilets add up to
approximately 120,000 gallons of water per day.

2. Residential Toilet Replacement Program — Cascade provided rebates for the installation of
over 800 WaterSense labeled toilets to residences in member areas. Customers are
beginning to utilize Cascade’s free recycling service for old toilets, in Redmond. A contract
has been executed with Pacific Topsoils for recycling of waste toilets in Bellevue, Issaquah,
Maple Valley and Tukwila.

3. Commercial Toilet Replacement Program — Cascade offers a rebate to all commercial
accounts and apartment complexes that upgrade old toilets with WaterSense models or
provides a free WaterSense labeled toilet. Approximately 520 toilets have been installed
under this program at 19 projects.

4. Apartment Efficiency Program — Cascade provides direct installation of high efficiency
showerheads and aerators to apartment complexes. Thirteen projects have been completed
in Redmond, Bellevue, Kirkland, and Issaquah resulting in the installation of 968
showerheads, 1,821 bathroom faucet aerators and the distribution of 450 packets of leak
detection dye tablets.

5. lIrrigation System Upgrade Program — Cascade has received rebate applications for 41
irrigation systems upgrades. Cascade is emphasizing the installation of rain sensors this
year through direct mail pieces to high peak season use customers.

6. WashWise Program — Cascade received 2,076 rebate applications from residential
customers for the purchase of high efficiency clothes washers.





Memorandum to Board Of Directors
August 26, 2009
Page 2 of 2

7. Public Service Announcement — Cascade recently shot a PSA on rain sensors. The PSA
has been placed on Cascade’s website and made available to all members for their websites
and government access cable channels.

8. Commercial Sprayhead / Aerator Installation Program — Cascade and its partner, PSE,
replaced approximately 200 pre rinse sprayheads and 3,000 aerators at commercial
accounts in member areas.






Item No. 5 (c)
August 26, 2009

C A E MEMORANDUM

DATE: August 26, 2009
TO: Lloyd Warren, Chair
Board of Directors
Chuck Clarke, Chief Executive Officer
FROM: Scott Hardin, Director of Finance & Administration
SUBJECT: 2010 Budget, Member Rates, and RCFC

Staff is preparing the 2010 Budget, Member Rates, and RCFC for Board approval by resolution at the
September 23, 2009, Board meeting. This memorandum summarizes key components of the documents
that staff will submit for Board approval.

2010 budget
Table 1 - 2010 Budget Summary by Fund

Operating RCFC StabFi\’I?;ztion Construction Bond Total
Beginning balance $ 9,500,000 $ 8,500,000 $ 5,980,000 $ 3,500,000 $ 9,861,684 $ 37,341,684
Revenue 28,931,936 8,304,026 179,426 620,417 591,701 38,627,506
Transfers in 3,987,023 - - 1,761,133 9,737,023 14,828,501
Total resources $ 42418959 $ 16,804,026 $  6,159426 $ 5881550 $ 20,190,408 $ 199,933,968
Expenses $ 30,107,504 $ - $ - $ 605,000 $ 9,861,684 $ 39,917,510
Transfers out 1,761,133 9,799,655 3,822,761 101,630 - 14,837,501
Ending balance 10,550,322 7,004,371 2,336,665 5,174,920 10,328,724 36,042,680
Total uses $ 42418959 $ 16,804,026 $  6,159426 $ 5881550 $ 20,190,408 $ 199,933,968

Since presentation of the 2010 Preliminary Budget to the Board on June 24, 2009, staff has gained a
more complete understanding of the management and operational needs of the Lake Tapps facilities
that Cascade will own beginning in fall 2009. This more complete understanding has resulted in a
proposed Operating budget increase of $2.3 million since the 2010 Preliminary Budget was presented





on June 24. Despite these increases, however, the average Cascade member charge increase for 2010
will remain at 7.5%" (adjusted to 7.3% after reconciling for actual 2008 water demand). Figure 1
compares the sizes of Cascade’s total 2009 and 2010 budgets.

Figure 1 — 2009 and 2010 Total Cascade Expenditure Budgets

2009 Budget 2010 Budget
$605,000
$26,790,359 Operati ng
5,522,563 39,200,654
56,522, Debtservice
$93,300,000 $30,107,504

cip

The 2010 Capital Improvement Plan (CIP) is $605,000, which is much smaller than the 2009 CIP of
$93,300,000. The 2009 CIP included significant capital costs related to the acquisition of Lake Tapps,
pipeline projects, and the Eastside reservoir (deferred until no earlier than 2011). The 2010 CIP will buy
flow monitoring equipment and will fund minor improvements to the Bellevue-lssaquah Pipeline (BIP).
Starting in 2011, the CIP includes approximately $2,000,000 per year for Lake Tapps improvements and
$100,000 per year for ongoing BIP improvements. Additional projects may be added pending the
outcome of the 2010 TSP.

Increases in the 2010 Operating budget over 2009 are driven mostly by Cascade’s first year of
ownership of Lake Tapps and by the 2010 TSP update. Other components of the 2010 Operating
budget are essentially identical to the 2009 Operating budget. Figure 2 displays changes to the
Operating budget by functional area.

Litis possible to keep the average 2010 member charge increase at 7.5%, despite the addition of $2.3 million in the Operating
budget, due to the deferment of purchase of the Eastside reservoir until no earlier than 2011, which reduces debt service
expense that would have been partly covered from the Operating Fund.





Figure 2 - Operati ng Budget ($ in millions)
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Key features and drivers of the 2010 Operating budget include:
e $907,000 Additional cost for full year of Puget Sound Energy contract to operate Lake Tapps
e $600,000 Contingency for supply & demand and TSP
e $400,000 Lake Tapps facilities assessment
e $343,000 Increased demand for conservation rebates
e $298,000 Cost increase for Seattle and Tacoma water
e $250,000 Potential acquisition and planning costs related to pipeline(s) and BNSF route
e $226,000 Addition of Operations Manager (authorized by Board on March 18, 2008) and full year
for staff added during 2009

e $150,000 Additional contingency for management of Lake Tapps
e $100,000 Periodic Lake Tapps water quality monitoring
e $100,000 Annual reporting, Lake Tapps outreach, and other publications

0.0% general inflation increase and staff COLA

($57,000) Net budget reductions in other operating activities

$3,317,000 Net increase in Operating budget over 2009

The Debt Service budget will be approximately $3,339,000 higher in 2010 due to the repayment of

bonds to be issued in 2009 (precise pricing and payment terms are still pending as of the date of this
memorandum). Existing debt service costs include $62,632 for repayment of the Public Works Trust
Fund loan and $3,896,050 for repayment of bonds issued in 2006.





The 2010 budget will meet cash flow and reserve requirements as mandated by Cascade’s fiscal
policies.

Staffing in 2010 will be as follows:

Chief Executive Officer 6. Intergovernmental & Communications Director
Executive Assistant 7. Management Assistant

Capital Projects Director 8. Director of Finance & Administration

Director of Planning 9. Water Resources Manager

Business Manager 10. Operations Manager (hiring in progress)

arLdE

Member rates and charges

The adjustments shown above to the operating, capital, and debt service budgets have been
incorporated into the rate model developed by FCSG. The impacts of the 2010 budget on member rates
and charges are shown in Tables 2 through 7 below (2009 numbers are from the 2009 adopted budget).

Table 2 - Cascade Equivalent Residential Units (CERUS) projected for each member from 2010 to 2013

Member 2009 2010 2011 2012 2013
Bellevue 66,713 66,856 67,108 67,361 67,615
Covington WD 16,559 17,969 18,561 19,152 19,743
Issaquah 11,644 11,534 11,765 11,883 11,972
Kirkland 17,773 17,838 18,016 18,197 18,379
Redmond 30,253 30,994 31,707 32,341 32,988
Sammamish Plateau WSD 20,835 21,025 21,445 21,874 22,311
Skyway WSD 3,783 3,798 3,808 3,818 3,828
Tukwila 8,864 8,870 8,900 8,931 8,961
Total 176,424 178,884 181,310 183,556 185,798

Table 3 - Demand shares projected for each member from 2010 to 2013

Member 2009 2010 2011 2012 2013
Bellevue 20.87 21.39 20.92 21.29 21.46
Covington WD 0.00 - - - -
Issaquah 0.58 0.58 0.88 0.73 1.13
Kirkland 5.33 5.34 5.25 5.35 5.49
Redmond 7.11 7.29 6.91 7.18 7.74
Sammamish Plateau WSD 0.22 0.28 0.62 1.02 1.50
Skyway WSD 0.49 0.44 0.45 0.44 0.47
Tukwila 2.84 2.81 2.79 2.81 2.86

Total 37.44 38.14 37.82 38.82 40.64






Table 4 - Demand share percentages projected for each member from 2010 to 2013:

Member 2009 2010 2011 2012 2013
Bellevue 55.74% 56.09% 55.32% 54.84% 52.82%
Covington WD 0.00% 0.00% 0.00% 0.00% 0.00%
Issaquah 1.55% 1.53% 2.32% 1.87% 2.77%
Kirkland 14.24% 13.99% 13.89% 13.79% 13.50%
Redmond 18.99% 19.11% 18.26% 18.48% 19.04%
Sammamish Plateau WSD 0.59% 0.74% 1.64% 2.62% 3.69%
Skyway WSD 1.31% 1.16% 1.19% 1.14% 1.14%
Tukwila 7.58% 7.37% 7.38% 7.25% 7.03%
Total 100.00% 100.00% 100.00% 100.00% 100.00%

2010 member charges (excluding Regional Capital Facilities Charges) are shown below.
Administrative Dues will be assessed against each member at the rate of $8.04 per CERU multiplied by

100% of that member’'s 2010 CERUS.

The demand share charge for 2010 is $608,194 per demand share.

The Conservation program charge for 2010 is $6.30/CERU. The charge is applicable to 100% of a
member’'s CERUSs. If, however, a member does not have a supply commitment or a member with a
supply commitment is not subject to payment of RCFCs, the charge is applicable to 85% of the

member's CERUS.

Table 5 - 2010 Member Charges

Member Administrative Conservation New Water Dgrr:waarr;d '\éﬁr:r%zr Tc_)tal With
Dues Charges Surcharges Charges Adjustments Adjustments

Bellevue $ 537,622 $ 420,912 $ 1,082,324 $ 13,012,024 $ (39,304) $ 15,013,577
Covington WD 144,500 96,162 - - - 240,662
Issaquah 92,754 72,619 156,926 355,399 (113,304) 564,395
Kirkland 143,444 112,304 327,959 3,245,845 (58,977) 3,770,575
Redmond 249,238 195,132 981,409 4,433,591 (207,546) 5,651,824
ﬁ;rt"ergﬁn\;\i/sshlj 169,068 132,366 538,688 171,809 (167,734) 844,197
Skyway WSD 30,541 23,911 - 269,812 - 324,265
Tukwila 71,327 55,843 - 1,709,021 - 1,836,191
Total $ 1,438,496 $ 1,109,248 $ 3,087,306 $ 23,197,502 $ (586,865) $ 28,245,686

The average member rate increase (excluding adjustments) from 2008 to 2009 is 7.5%. Individual

member changes range from -1.3% to +26.6%:





Table 6 — Average Member Increase Over 2009

Increase over Increase over

Member Zoogeﬁgserges 2009a(;thea;rges

adjustments adjustments
Bellevue 7.5% 8.8%
Covington WD 26.6% 26.6%
Issaquah 7.2% -5.0%
Kirkland 4.3% 4.4%
Redmond 8.3% 9.5%
Sammamish WSD 26.6% 0.7%
Skyway WSD -1.3% -1.3%
Tukwila 2.5% 2.5%
Total 7.5% 7.3%

Covington’s 26.6% increase is due to the phase-up of its conservation charge to 85% and to it not
having a demand share, which makes the district more sensitive to increases in conservation and
administrative charges.

Pending the outcome of the 2010 TSP update, which will affect operating and capital budgets beyond
2010, average member rate increases are projected to increase as follows:

Table 7 — Projected Average Annual Member Rate Change

2010 2011 2012 2013 2014 2015 2016
August 2009 projection 7.5% 6.5% 6.5% 6.0% 5.0% 4.0% 4.0%
September 2008 projection 7.5% 7.5% 7.5% 7.5% 5.0% 5.0% 5.0%
Difference 0.0% -1.0% -1.0% -1.5% 0.0% 1.0% 1.0%

As Table 7 shows, the projected annual member charge increases for the next four years is lower than
was projected in 2008, which is due to a reduced capital program during the next several years.

Starting in 2010, staff proposes to prepare biennial budgets and rate setting. With Board approval, the
first biennium will be 2011-2012. The biennial budgets will include mid-biennial reviews and budget and
rate updates as needed.

RCFC recommendation

Cascade staff, in consultation with utility rate modelers FCSG and with technical consultants HDR,
recommends holding the RCFC at its 2009 level of $6,005 into 2010. This recommendation to keep the
RCFC unchanged is made for three reasons: 1) the 2010 TSP, and its resulting CIP, will remain a work-
in-progress until mid-2010; 2) the current CIP for 2011 through 2020 still includes substantial
investments over the next ten years (almost $100 million in current dollars), which could justify a higher
RCFC if those costs are spread over projected growth over the same period; and 3) until the planning
process is complete, there is not a firm basis for increasing or decreasing the charge and freezing it for






one year at least stabilizes the RCFC revenue stream, which is important because Cascade’s debt
service is a real expense that rates would have to cover to the extent that RCFCs don’t. A resolution to
adopt the 2010 RCFC will be prepared for the September 23, 2009, Board meeting.

A history of RCFC rates is shown in Table 8.

Table 8 — RCFC History

Regional Capital Facilities Charge

$7,000
‘ $6,005 $6,005

85,674
$6,000 $5.297
$5,000 54,648
?
$4,000
$3,000 $2.222
$2,000 +—
$1,000
S- A ; : : ; : ;

2005 2006 2007 2008 2009 2010 2011

The information presented in this memorandum will be prepared for Board approval at the September
23, 2009, Board meeting. More detailed data is available for any Board member or alternate who wishes
it before the meeting.






Item No. 7(a)
August 26, 2009

MEETING OF THE BOARD OF DIRECTORS

VA\ MINUTES
C E BELLEVUE CITY HALL
N

WATER ALLTANCE JuLy 22, 2009

1. CALL TO ORDER
At 3:34 p.m. Chair Lloyd Warren called the meeting to order.

2. ROLL CALL

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

3. EXECUTIVE SESSION
At 3:35 p.m. Chair Warren announced that there would be two Executive Sessions:

a. To discuss with legal counsel representing the agency litigation or potential litigation
to which the agency, the governing body, or a member acting in an official capacity is,
or is likely to become, a party, when public knowledge regarding the discussion is
likely to result in an adverse legal or financial consequence to the agency.

b. To consider the selection of a site or the acquisition of real estate by lease or
purchase when public knowledge regarding such consideration would cause a
likelihood of increased price.

The Executive Sessions were expected to take approximately 30 minutes unless the time was
extended by further notice.

At 4:07 p.m., the Executive Session was extended for 5 minutes.

The Executive Session adjourned at 4:14 p.m.

4. PUBLIC COMMENT

No members of the audience in attendance commented.

5. CHIEF EXECUTIVE OFFICER’S REPORT
A. Staff Reports
1. Finance and Administration
Conservation
Capital Projects Report

Planning

AR S A

Intergovernmental and Communications
Page 1 of 3





Mr. Clarke summarized recent phone calls that Cascade has received from concerned citizens at
Lake Tapps regarding the excessive milfoil growth. Mr. Clarke distributed photos of the milfoil and
encouraged Board Members to visit Lake Tapps to gain a better understanding of the milfoil issue,
as well as the diversion dam condition. He explained that there are repairs being made to the
diversion dam. However, the dam is in need of replacement.

Mr. Gagliardo explained that Cascade is meeting with the diversion dam project engineer to discuss
the dam design submittals. Currently, the U.S. Army Corps of Engineers is projecting real estate
acquisition next summer with construction in 2012, with a three year construction project. Mr.
Gagliardo stressed that the diversion dam facility is critical for fish passage.

6. APPROVAL OF AGENDA

Motion by Vice-Chair Burleigh and second by Mr. Ault to approve the agenda. Motion carried
unanimously (7-0).

7. CONSENT ACTION ITEMS
A. June 24, 2009 Regular Board Meeting Minutes.
B. Motion to approve payment of warrants, including payroll, for the month of July 2009.

Motion by Vice-Chair Burleigh and second by Mr. Marchione to approve Consent Action
ltems A-B. Motion carried unanimously (7-0).

8. OTHER ACTION ITEMS

A. Motion to approve Resolution No. 2009-09 approving the Memorandum of Understanding
Regarding service access between the City of Buckley, Puget Sound Energy and
Cascade Water Alliance.

Ms. Richmond explained that Puget Sound Energy is selling the Buckley property. The
Memorandum of Understanding is for an easement for service, not public access. Further
information about Resolution No. 2009-09 was included in the Board Desk Packet.

Motion by Vice-Chair Burleigh and second by Mr. Knight to approve Resolution No. 2009-09
approving the Memorandum of Understanding regarding service access between the City of
Buckley, Puget Sound Energy and Cascade Water Alliance.

Mr. Gagliardo noted that there are three pending boundary line adjustments. However, the
easements are not hampering the boundary line adjustments.

9. STAFF PRESENTATION
A. Supply alternatives

Mr. Gagliardo summarized the recent Resource Management meeting discussions. He noted that
the Resource Management Committee meeting date has been changed to one week earlier.

Mr. Gagliardo explained the Evaluation Criteria charts included in the Board Desk Packet. Following
staff and consultant team review of the draft criteria, the Resource Committee established “weights”
for each criterion. Mr. Gagliardo explained the weights of the criteria and sub-criteria. Some of the
top rankings included:
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* Enhanced Conservation
* SPU Expanded Block

* TCP with North Segment
e TCP Expanded

Mr. Gagliardo also compared some of the permanent supplies with some interim supplies. In
reviewing the permanent supplies, there is a clear break point. The lowest ranked supply options for
permanent and interim supplies were highlighted. The next step for the project is to conduct a
sensitivity analysis. Then, the portfolios will be evaluated as a group and matched with Cascade’s
demand to determine sequencing. CDM will review the analysis and provide their initial results as
well.

10. COMMITTEE REPORTS

A. Audit Committee — Chair Warren stated that Mr. Haggerton will provide a recap of the
recent Audit Committee meeting at the next Board Meeting.

B. Executive Committee — No meetings held.

C. Public Affairs Committee — The July 7, 2009 meeting recap was included in the Board
Packet.

D. Resource Management Committee — The July 16, 2009 meeting recap was included in
the Board Desk Packet.

11. NEW BUSINESS

Chair Warren noted that he will be commencing Mr. Clarke’s six month review.

12. NEXT REGULAR MEETING
The next regular Board meeting will be held August 26, 2009 at 3:30 p.m.

13. ADJOURN

The meeting was adjourned at 4:46 p.m.

APPROVED BY:

Lloyd Warren, Chair

Mary-Alyce Burleigh, Vice Chair
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Item No. 5(a)(3)
August 26, 2009

\./A
CE MEMORANDUM

DATE: August 26, 2009
TO: Lloyd Warren, Chair
Board of Directors
Chuck Clarke, Chief Executive Officer
FROM: Jon Shimada, Cascade Capital Projects Director
SUBJECT: Capital Projects and Operations Report

WSDOT SR900 Road Widening Pipeline Installation

Pipeline installation started on April 20, 2009. Pipeline installation was completed during the
final week of July. Remaining work includes some pipeline appurtenance work, vault
installation, paint repairs, etc. The pipe will soon be cleaned and flushed for final inspection.
Then the pipe will be pressure tested for final acceptance.

Ford Property Garage Demolition
No progress has been made on the process of contacting an engineering testing firm to test the
garage for mold and asbestos as well as develop demolition drawings.

TCP Central Segment
HDR is currently on hold for work on this project.

TCP North Segment
HDR is currently working on the Termination and Transition tasks to “shelve” this project as
outlined in Amendment #4 to Contract #3.

Bellevue — Issaquah Pipeline
MWH is still working on finalizing the BIP Memorandum of Understanding between Cascade,
Issaquah, Bellevue, and Sammamish.

The City of Issaquah is scheduled to make repairs, during the first week in October, on a BIP
valve that is leaking. It was discovered through a leak detection effort coordinated by Issaquah
and is estimated to be leaking at a rate of 6 gallons per minute.
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Lake Tapps
AECOM continues to perform operational assessment work on the fish screen assessment and

embankment safety tasks. However, progress has slowed due to lack of information being
provided by PSE. Linda Moreno and Jon Shimada will visit the Iron Mountain storage facility
during the week of August 24 to go through the 100+ boxes of files in an attempt to locate the
various reports and technical documents that AECOM needs from the PSE records.

A meeting was held on August 12 between Cascade staff, T.C. Richmond, and HDR to discuss
issues related to the Lake Tapps facilities. One purpose of this meeting was to prepare for an
upcoming meeting with PSE staff on what information transfer is necessary to start the
ownership transition. Another purpose was to start developing a strategic workplan on
activities/tasks necessary to be accomplished in taking over ownership of the lake and
associated facilities.

The process for hiring an Operations Manager primarily for the Lake Tapps facilities is
underway. The advertisement went to all Cascade member utilities as well as the cities of
Seattle, Tacoma, and Everett. It is anticipated that this position will be filled during the month of
September.

Northwest Aquatics Management made a presentation to Cascade staff on August 12 regarding
milfoil management in the lake.
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AGENDA MEMORANDUM

SUBJECT

Motion to approve Resolution No. 2009-10 adopting Amendment No. 1 to the Capital Program
Coordination, Management and Finance Plan

BACKGROUND

The Capital Program Coordination, Management and Finance Plan (the Finance Plan) was
adopted by the Board on March 22, 2006 (Resolution No. 2006-06) to provide Cascade a
management tool to assist in making decisions necessary to implement the water supply
purposes of the Interlocal Contract and Cascade’s 2004 Transmission and Supply Plan. The
Finance Plan constitutes Cascade’s “watershed management plan” and it enables Cascade to
carry out cooperative undertakings.

Amendment No. 1 to the Finance Plan is necessary to support the upcoming issuance of
Cascade bonds.

FISCAL IMPACT

None.

OPTIONS

1. Approve Resolution No. 2009-10, adopting Amendment No. 1 to the Capital Program
Coordination, Management and Finance Plan as its watershed management plan for
purposes of RCW 39.34.190-.210.

2. Do not approve Resolution No. 2009-10 and provide alternative direction.

RECOMMENDED ACTION

3. Approve Resolution No. 2009-10 adopting Amendment No. 1 to the Capital Program
Coordination, Management and Finance Plan as its watershed management plan for
purposes of RCW 39.34.190-.210.

ATTACHMENTS

Proposed Resolution No. 2009-10, with Amendment No. 1 appended —
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C E REsoLuTtioN No. 2009 -10
N

WATER ALLIANCE

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE CASCADE WATER ALLIANCE, A
WASHINGTON NONPROFIT CORPORATION, ADOPTING AMENDMENT NO. 1 TO THE CAPITAL
PROGRAM COORDINATION, MANAGEMENT AND FINANCE PLAN

WHEREAS, the Cascade Water Alliance (Cascade) is a Washington Nonprofit
Corporation composed of Municipal Corporations and special purpose Municipal Corporations
which is organized under authority of the Interlocal Cooperation Act (Chapter 39.34 RCW) for
the purpose of providing water supply to meet the growing demands of its Members; and

WHEREAS, Chapter 39.34 RCW authorizes cooperative undertakings by municipalities
through the adoption and implementation of coordinated watershed management plans
addressing water supply, water transmission, water quality treatment or protection or any other
water-related purpose; and

WHEREAS, through the Interlocal Contract Cascade's Members have formed a
“watershed management partnership” for the purpose of carrying out the cooperative
undertakings authorized by Chapter 39.34 RCW,; and

WHEREAS, on March 22, 2006 (Resolution No. 2006-06) Cascade adopted the Capital
Program Coordination, Management and Finance Plan (the Finance Plan) to provide Cascade a
management tool to assist in making decisions necessary to implement the water supply
purposes of the Interlocal Contract and Cascade’s 2004 Transmission and Supply Plan; and

WHEREAS, the Finance Plan describes financing elements necessary to implement the
2004 Transmission and Supply Plan and the capital improvements described herein as the
“cooperative undertaking” that Cascade’'s Members intend to implement through Cascade as a
“watershed management partnership”; and

WHEREAS, the Finance Plan is Cascade's “watershed management plan” and it
enables Cascade to carry out cooperative undertakings; and

WHEREAS, Cascade is in the process of preparing its 2010 Transmission and Supply
Plan (which will include a revised Demand Forecast and a review and evaluation of supply
options); and

WHEREAS, it is necessary that certain capital projects be completed as the planning
process proceeds; and

WHEREAS, The Finance Plan does not authorize or constitute separate action or
approval by Cascade with regard to any project, activity or program that has not been
separately and expressly approved by Cascade after compliance with all applicable SEPA
environmental review requirements and does not authorize Cascade to make expenditures for
capital projects, except those consistent with the 2004 Transmission and Supply Plan to fulfill
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contractual obligations for the purchase of water supply, to pay for the purchase of existing
capital improvements, or to purchase water supply; and

WHEREAS, the Board of Directors of Cascade has determined it is reasonable,
appropriate, consistent with applicable law, and in the best interest of Cascade to adopt
Amendment No. 1 to the Capital Program Coordination, Management and Finance Plan;

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

Section 1. The Board of Directors of Cascade approves and adopts Amendment No.
1 to the Capital Program Coordination, Management and Finance Plan in the form attached to
this Resolution, as its watershed management plan for purposes of RCW 39.34.190-.210.

Section 2. Amendment No. 1 to the Capital Program Coordination, Management and
Finance Plan supplements the Capital Program Coordination, Management and Finance Plan
(the Finance Plan) adopted by the Board of Directors of Cascade on March 22, 2006
(Resolution No. 2006-06), and supersedes that earlier plan only to the extent that there is a
conflict between their terms. Otherwise, the Finance Plan remains in full force and effect.

ADOPTED AND APPROVED by the Board of Directors of the Cascade Water Alliance at
a regular meeting thereof, held on the 26" day of August, 2009.

CASCADE WATER ALLIANCE

Lloyd Warren, Chair

Attest — Chuck Clarke, CEO Mary-Alyce Burleigh, Vice Chair

Jim Haggerton, Secretary/Treasurer

Members

Yes

No

Demand Share

Yes %

No %
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1.0 Introduction

Background

The Cascade Water Alliance (Cascade) was formed on April 1, 1999 by Interlocal Agreement (the Interlocal)
under the Interlocal Cooperation Act (chapter 39.34 RCW), and is incorporated as a public, non-profit
corporation. Cascade serves as a regional water supplier to its Members. It serves as an instrument of its
Members and exercises certain governmental functions on their behalf. Cascade’s authorities and
responsibilities are defined in the Interlocal and are consistent with state law.

Cascade is an organization of eight King County municipalities formed to plan, develop and operate a water
supply system for its Members. Each of these water systems is authorized to provide water within its
designated service area. The Members of Cascade entered into the Interlocal to enhance their ability to
supply water to their respective service areas and the region by developing, owning, and operating regional
water supply assets. The organization is governed by a Board of Directors (Board) consisting of one
representative appointed by the City Council or Board of Commissioners of each Member. Each Board
Member must be an elected official of the Member. With some exceptions, the Board has the power to take
all actions on Cascade’s behalf.

Members of Cascade are:

* The City of Bellevue * The City of Redmond

e Covington Water District ¢ Sammamish Plateau Water and Sewer District
* The City of Issaquah e Skyway Water and Sewer District

* The City of Kirkland * The City of Tukwila

Chapter 39.34 RCW also authorizes cooperative undertakings by municipalities through the adoption and
implementation of coordinated watershed management plans addressing water supply, water transmission,
water quality treatment or protection or any other water-related purpose. Through the Interlocal, Cascade’s
Members have formed a watershed management partnership for the purpose of carrying out the cooperative
undertakings authorized by chapter 39.34 RCW.

The Capital Program Coordination, Management and Finance Plan (the Finance Plan or Plan) provides
Cascade’s Board of Directors and its Chief Executive Officer a management tool to assist them in making
decisions necessary to implement the water supply purposes of the Interlocal and Cascade’s 2004
Transmission and Supply Plan (2004 TSP). The Plan describes financing elements necessary to implement
the 2004 TSP and the capital improvements described herein as the “cooperative undertaking” that
Cascade’s Members intend to implement through Cascade as a “watershed management partnership”. The
Finance Plan is Cascade’s “watershed management plan” and it enables Cascade to carry out cooperative
undertakings.

The Plan contemplates that the financing options needed to implement the Interlocal and the 2004 TSP must
be fiscally sufficient and programmatically diverse so that Cascade can meet its current and anticipated
obligations. As a management tool the Plan provides a summary description of Cascade’s service area and
its current system, an outline of Cascade’s projected supply and demand forecasts, and the financing options
to meet current and projected need.

The Plan does not authorize or constitute separate action or approval by Cascade with regard to any project,
activity or program that has not been separately and expressly approved by Cascade after compliance with
all applicable SEPA environmental review requirements. Adoption of this Plan does not authorize Cascade to
make expenditures for capital projects, except to fulfill contractual obligations for the purchase of water
supply, to pay for the purchase of existing capital improvements, or to purchase water supply.

The purpose of this Amendment No. 1 to the Plan (the Amended Plan or the Amended Finance Plan) is to
provide an update on the status of the projects contained in the 2004 TSP. The Amended Finance Plan
supplements the Finance Plan and supersedes that plan only to the extent there is a conflict between their
terms. Otherwise the Finance Plan remains in effect.
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Cascade is in the process of preparing its 2010 Transmission and Supply Plan (the 2010 TSP) as the
required six year update of the 2004 TSP. The 2010 TSP will include a revised Demand Forecast for
Cascade Members and a review and evaluation of various supply options available to meet the projected
demand through 2060. It is however, necessary that certain capital projects be completed, even as the
planning process proceeds.

In the following sections, the Amended Plan updates the description of the water system, water supply
strategy, system analysis, infrastructure needs, capital improvement and financial programs.

Cascade has established it's organizational and rate structure, has entered into long-term water supply
agreements with Seattle Public Utilities (SPU) and Tacoma Public Utilities (TPU), and has completed
agreements to acquire property and facilities (including existing water rights and water right applications) for
the future use of Lake Tapps as a source of supply.

Cascade began providing wholesale water to its Members January 1, 2004 through the wholesale agreement
with SPU. As reflected in its 2004 TSP, Cascade will provide water to its Members through a combination of
owned and contracted supply and transmission resources. Individual Members having groundwater sources
will continue to produce water to meet a portion of Cascade’s needs. Together, these sources will provide
supply for the immediate needs of Cascade Members. Over the long term, supply received from SPU will be
partially supplanted by wholesale purchases from TPU, reclaimed water, conservation, and other sources.

Purposes of Cascade

The Interlocal requires Cascade to supply the full water requirements of its Members to meet their present
and future water demands, after accounting for their independent supply, within each Member’s service area.
Local supplies continue to be owned and operated by some Cascade Members.

Cascade serves as the primary planning authority for the regional water supplies needed to serve its
Members. Cascade is responsible for managing, on behalf of all Members, the regional water supply system
and has the responsibility and authority, as authorized under the Interlocal, to plan and provide water to its
Members for use within their existing and future water service area boundaries. Members of Cascade retain
the authority, within certain limitations, to contract with other entities for additional supply.

The Interlocal lists Cascade’s purposes as follows:

* Provide a safe, reliable and high quality drinking water supply to meet the current and projected
demands of its Members in a coordinated, cost-effective and environmentally sensitive manner;

¢ Develop, contract for, manage, acquire, own, maintain and operate water supply assets including,
surface and groundwater supplies and reclaimed water supplies;

e Contract with Seattle and Tacoma to purchase water;

* Purchase and provide water supply, transmission services, treatment facilities and other related
services;

* Provide conservation programs to promote the wise and efficient use of resources;

e Carry out emergency water supply and shortage management programs for its Members when
demands exceed available supply;

* Coordinate and plan cooperatively with other regional or local water utilities and other entities to
maximize supply availability and to minimize system costs;

* Develop a Water Supply Plan addressing the needs of its Members and develop a Watershed
Management Plan serving the needs of its members and Cascade itself and help develop a regional
water supply plan with other water providers to meet regional, state, and federal planning requirements,
and to take a leadership role in developing and coordinating those supply plans; and

* Share costs and risks among Members commensurate with benefits received.

Cascade has the authority to exercise all powers authorized or permitted under RCW 39.34 to engage in all
activities related to the attainment of water supply resources including, but not limited to acquiring,
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constructing, receiving, owning, managing, leasing and selling real property, personal property, intangible
property and other water supply assets.

2.0 Description of Water System

Cascade Water Service Area

The Cascade water service area is an aggregate of its Members’ water service areas (Figure 2.1) and has
not changed since adoption of the plan in 2006.

Cascade Supply Sources

Cascade currently uses a combination of local groundwater supplies owned and operated by its Members
and regional supplies purchased on a wholesale basis from SPU. Cascade has an agreement in place with
TPU allowing wholesale purchases of water. This section describes each of these sources and summarizes
their combined capability for meeting the overall water supply needs of Cascade Members.

Local Supplies Owned by Cascade Members

Six Members have independent, local sources of supply. Collectively, Members own and operate
approximately 45 wells that are used to deliver water to meet demands in their respective service areas. The
primary annual water rights (Q,) and instantaneous water rights (Q;) of the Members are 18.3 MGD and 36.8
MGD, respectively. These are generally groundwater supplies, though Redmond, Bellevue, and Tukwila also
have surface water rights. Redmond’s surface water right is currently being used as a supplemental water
right to its groundwater rights. Bellevue and Tukwila’s surface water rights are used exclusively for golf
course irrigation.

Regional Water Supplies

In order to meet the projected long term water supply needs, Cascade will need to identify new water supply
sources or secure additional supply from existing sources. Cascade has developed a new Demand Forecast
which projects Cascade Member water demands through 2060. These demands are reflected in this
Amended Finance Plan. Cascade will also evaluate supply options for meeting the projected demand.
Evaluation of the various supply options (or combination of options) and selection of the preferred option (or
combination of options) will not be completed until early 2010.

The following sections summarize the existing arrangements Cascade has in place for providing supply to its
Members and potential additional sources Cascade is developing or evaluating through the 2010 TSP
process, to ensure it can meet its supply commitments.

Block Contract with SPU

A contract between Cascade and SPU for the sale and purchase of potable water was signed in 2003 with
an effective date of January 1, 2004. Under the “50-Year Declining Block Water Supply Agreement between
the City of Seattle and the Cascade Water Alliance,” SPU is obligated to provide potable water (and Cascade
is obligated to purchase it) through December 31, 2053. The base quantity through year 2023 is 30.3 MGD
on an average annual day basis (50.6 MGD peak month).

In December 2008, Cascade and SPU executed an amendment to the Block Contract which provided for a
Supplemental Block of water in the amount of 3.0 MGD (average day) through 2017 and 5.0 MGD (average
day) through 2023. This increases the amount of water available from SPU to 35.3 MGD (average day) or
58.9 MGD peak month.
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Figure 2.1 Service Area and Key Facilities
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Wholesale Contract with TPU

Cascade and TPU have signed an agreement regarding purchase of water. This arrangement includes a
permanent block of supply of 4 MGD (average) and 5.4 MGD peak, as well as an additional interim supply of
6 MGD average and 8.1 MGD (peak). The interim supply would begin to decline in 2026 and last through
2030.

Cascade identified in its 2004 TSP, the need to develop long-term transmission alternatives to convey the
contracted water supply from TPU throughout the Cascade water service area. The initial stage of
transmission infrastructure was scheduled to come online in 2008-2012. A series of developments lead
Cascade to re-assess the timing of the planned transmission facilities to convey TPU water. Delays in
obtaining necessary franchise and other regulatory requirements and increasing construction costs in 2008
prompted Cascade to put the construction of the transmission faculties on hold. Securing the Supplemental
Block from SPU (along with the new [lower] demand forecast developed for the 2010 TSP) indicate that the
new transmission facilities are not necessary until 2025 or later.

Conservation Program

Water conservation is a critical part of Cascade's water management strategy. Conservation helps ensure a
reliable supply of drinking water, keeps utility operating costs lower and allows more water to stay in streams.
Cascade’s Board of Directors adopted the 2008 — 2013 Water Conservation Program on January 23, 2009
with a savings goal of 1,000,000 gallons per day by 2014. The program includes direct incentive programs,
technical assistance, public education and monitoring and evaluation.

Lake Tapps Reservoir

Puget Sound Energy (PSE) and Cascade have been jointly pursuing the issuance of water rights to allow
development of the Lake Tapps Reservoir as a public water supply since 2001. Water rights granted to PSE
by the Washington State Department of Ecology (Ecology) on June 30, 2003 was appealed and remanded
back to Ecology by the Pollution Control Hearings Board (PCHB) in July 2004.

Cascade and PSE executed an Asset Purchase Agreement in April 2008 under which Cascade will acquire
the water rights and other assets needed to put water rights to beneficial use following final issuance of
permits. Cascade has agreed to purchase all of PSE’s White River Project (Lake Tapps). The project
includes:

* An intake on the White River, a canal pipeline, flow-way, fish screens, and bypass to Lake Tapps;
e The Lake Tapps dams and dikes;
* The lake intake, tunnel, forebay, and penstocks off Lake Tapps;

e Structures that return water from Lake Tapps to the White River at the downstream end of the system;
and

e Water Rights (including the existing hydro claim and new municipal water right applications).

In August 2008, Cascade executed agreements with the Muckleshoot Indian Tribe and the Puyallup Tribe of
Indians (two of the major appellants to the 2003 Lake Tapps water right). The agreements provided for
management of the White River and diversions into Lake Tapps, which, if incorporated into the final water
rights, would resolve all Tribal claims and appeals associated with the project. In May 2009, Cascade
executed an agreement regarding Lake Management with the Lake Tapps Community.

Cascade is currently preparing an Environmental Impact Statement and working with Ecology on finalizing
the conditions of the new water rights. Both the EIS and water rights are expected to be finalized in late
2009. The 2004 TSP anticipated that the Lake Tapps Reservoir will not be needed until after 2024. However,
this depended on variables such as actual population growth, expansion of Cascade Membership, the ability
to effectively and economically utilize reclaimed wastewater, effectiveness of conservation measures, and
continued availability of Cascade Members’ independent sources of supply. The outcome of the 2010 TSP
process and the suite of water sources selected to meet Cascade Member demands will determine the time
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frame for design and construction of the water treatment and transmission faculties necessary to deliver
water from Lake Tapps to Cascade Members.

3.0 Water Supply Strategy

This section describes Cascade’s overall water supply strategy for the next 20 years and beyond. This
strategy will be refined and more specifically described in the 2010 update to the 2004 TSP.

Overview of Water Supply Strategy

Cascade will utilize a combination of local and regional water sources to provide water to its Members. In the
context of the 20-year planning horizon for the 2004 TSP, these sources include:

® Groundwater sources owned by individual Cascade Members;

* Water purchased on a wholesale basis from Seattle Public Utilities (SPU);
* Water purchased under a contract with TPU;

* Reclaimed water from King County Metro and/or other sources.

In addition, demand management through Cascade’s water conservation program will remain a vital element
in Cascade’s water resource management program.

Based on the demand forecast presented in the 2004 TSP, it was clear that additional supplies would be
needed after 2024. In addition, Cascade determined that new transmission facilities were required by 2008 —
2012 in order to utilize wholesale water available from TPU. Securing the Supplemental Block from SPU, in
combination with the new Demand Forecast,now indicates that new transmission facilities are not required
until 2025 or later. However, Cascade believes it prudent to plan long in advance for regional-scale water
supply sources to meet this need. Several options of varying size and certainty are potentially available.
Cascade’s preferred option is development of the Lake Tapps Reservoir in Pierce County as a long-term and
certain source of municipal water supply. Cascade has negotiated with PSE to purchase water rights and
facilities at Lake Tapps for this purpose. Cascade’s acquisition is expected to be completed in October 2009.

Cascade will continue to work toward development of the Lake Tapps source. In addition to further action on
the water right, this will include permitting and environmental review for necessary capital improvements,
assessment of engineering considerations for infrastructure development, financial planning, and other steps
as needed.

In order to ensure a robust resource strategy, Cascade will continue to evaluate parallel supply alternatives
besides Lake Tapps. There are several supplies that could potentially be developed. The 2010 TSP process
is the mechanism through which Cascade will continue to work toward ensuring that appropriate supplies are
in place for long-term needs, and to obtain all necessary approvals from local, state, and federal agencies.

One possible suite of water sources currently identified for meeting near term and the long term demands of
Cascade Members is presented in Table 3.1 (annual average day basis) and Table 3.2 (maximum month
basis). Additional suites will be developed and evaluated as part of the 2010 TSP process.
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Table 3.1 Mix of Supply Resources — Average Day Basis

Cascade's Average Day Supply (MGD)
2010 2015 2025 2040 2060
Supplies
Member-owned groundwater (Actual production capacity) 18.3 18.3 18.3 18.3 18.3
Other Local Contracts 0.18 0.21 -- -- --
SPU Block Contract (plus Supplemental) 35.3 35.3 25.3 10.3 5.3
TPU Contract (Guaranteed Reserved) 6.0 6.0 6.0 -- --
TPU Contract (Permanent) 4.0 4.0 4.0 4.0 4.0
Lake Tapps (estimated) -- -- -- 20.0 40.0
Reclaimed water 0.01 0.01 0.5 0.9 0.9
Total Supplies 63.8 63.9 54.1 53.5 68.5
Total Projected Demand (with Conservation) 39.2 41.3 45.0 51.0 63.4

Table 3.2 Mix of Supply Resources — Maximum Month Basis

Cascade's Maximum Month Supply (MGD)
2010 2015 2025 2040 2060
Supplies
Member-owned groundwater (Actual production 31.0 31.0 31.0 31.0 31.0
capacity)
Other Local Contracts 1.30 1.30 -- -- --
SPU Block Contract (plus Supplemental) 59.7 59.7 42.8 17.4 8.9
TPU Contract (Guaranteed Reserved) 8.0 8.0 8.0 -- --
TPU Contract, (Permanent) 5.4 5.4 5.4 5.4 5.4
Lake Tapps — (estimated) -- -- -- 30.0 60.0
Reclaimed water 0.02 0.02 1.4 2.6 2.6
Total Supplies 105.4 105.4 88.6 86.5 107.9
Total Projected Demand (with Conservation) 63.6 66.9 72.8 825 102.7

While the suite of water sources discussed above is one potential outcome of the 2010 TSP process, the
result of a number of ongoing activities will impact the final suite of water sources recommended to the
Board. One of the most significant impacts will likely be the schedule for implementation of new supply
and/or transmission infrastructure. Cascade is currently in discussions with both SPU and TPU. Issues to be
discussed with SPU include: extending the availability of the Base and/or Supplemental Block; increasing the
amount of the Supplemental Block; and wheeling TPU water. Issues to be discussed with TPU include:
extending the availability of the Reserved Capacity; and increasing the amount of the permanent and/or
Reserved Capacity.

The time frame by which Cascade will need to develop new transmission infrastructure (i.e. the Tacoma-
Cascade Pipeline (TCP), either to Lake Youngs for wheeling or to Issaquah for direct delivery to Cascade
Members) or new supply sources (i.e. Lake Tapps treatment facility and transmission pipelines) will be driven
in large part by whether either (or both) of these discussions result in Cascade having access to SPU and/or
TPU water in greater amounts or for longer time periods.
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4.0 System Analysis, Infrastructure Needs, and Capital
Improvement Program

This Section updates Cascade’s plans for developing a regional water transmission and supply infrastructure
system to meet the needs of its Members as outlined in the 2004 TSP. The overall strategy for utilizing
available sources of supply is described in Section 2 and Section 3.

In the long term, Cascade intends to develop Lake Tapps as a source of supply. The 2004 TSP, the Finance
Plan and this Amendment anticipate that supply from Lake Tapps will not be required until 2025 or later.

The order and timing for developing infrastructure elements is based on providing water to Member utilities in
the most efficient and expeditious manner possible. Cascade has negotiated contracts with SPU and TPU for
supplying water to its Members. SPU’s water is being delivered to Member utilities through existing

infrastructure. Delivery of TPU water to the Cascade Members will require construction of additional facilities.

While the 2010 TSP process will determine the long term Cascade supply strategy and necessary
infrastructure, Cascade is moving forward with certain projects identified in the 2004 TSP. Cascade will issue
bonds in September 2009 to fund ongoing and future projects, which are described below.

Tacoma-Cascade Pipeline and SR 900 Widening Reach - The purpose of the Tacoma-Cascade Pipeline
was to deliver TPU water directly to Cascade Members. Most activities associated with the TCP project were
put on hold in 2008. The project consisted of two segments. The Central Segment (generally from Covington
to Lake Youngs) is approximately at the 90% final design stage and arrangements have been made for
access (through easement or purchase) to all the private properties identified in the selected alignment. The
North Segment (generally from Lake Youngs to Issaquah) is approximately at the 65% design stage. One
section of the North Segment is currently under construction. This segment is within the portion of SR 900
being widened by the Washington State Department of Transportation (WSDOT). Construction of the 1.5
mile stretch is being completed under a contract between Cascade and WSDOT and is expected to be
completed in 2010.

Lake Tapps Acquisition - The Asset Purchase Agreement between Cascade and PSE provides for the
Purchase Price (and adjustments) to be paid once the conditions for closing are satisfied. Closing conditions
are expected to be satisfied in July or August 2009. In addition, the Tribal Settlement Agreements provide for
certain payments to the Tribes following the closing of the PSE transaction and following the final issuance of
the water rights.

In anticipation of taking over ownership and operational responsibilities for Lake Tapps, Cascade has hired a

consultant to assist it in evaluating PSE’s operations and developing Cascade’s operational plans and
programs.

Table 4.1 2009 Capital Funding Bond Issue

| Capital funding needs Estimated Amount
Tacoma-Cascade Pipeline central and north segments $2,000,000
State Route 900 road widening reach $7,132,000
Lake Tapps acquisition $43,000,000
Tribal settlement agreements $19,800,000
Lake Tapps operations assessment $1,130,000
Contingency $2,000,000
Reserve and transaction costs $7,000,000
Total Capital Funding Bond Issue $82,062,000
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5.0 Financial Program
Capital Funding Strategy

The capital funding strategy for the capital projects over the next 20 years will be developed and contained in
the 2010 TSP. The 2010 TSP will show options that the Board can consider based on available information
related to potential pipeline routing, including range of estimated costs; however, the actual mix of funding
sources depends upon Board decisions that will be influenced by factors such as capital funds available from
rates or Regional Capital Facilities Charges (RCFCs), the availability of grants and loans, the status of
Cascade’s reserves, and the condition of the bond market.

The basic capital funding strategy contained in the 2004 TSP remains in place. Key assumptions of that
strategy are:

* The RCFC is set to $6,005 per CERU in 2009 and is expected to remain at the same level in 2010.
Beginning in 2011, the RCFC will be adjusted for inflation annually because the RCFC basis consists of
non-inflated costs. This remains consistent with Cascade’s “growth pays for growth” policy.

* Depreciation is funded through Member Charges as the greater of:
0 Full cost less principal paid on debt service
0 0.5 percent of total asset value

e Because capital costs that are not covered by RCFCs and related reserves make their way into the
Demand Share cost basis, an appropriate program of Demand Share Charge adjustments accompanies
the funding strategy.

Cascade Water Alliance August 26, 2009
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