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RESOLUTION NO. U-11513

A RESOLUTION related to the Department of Utilities, Water Division,
approving the execution of two related wholesale water supply
agreements with the Cascade Water Alliance.

WHEREAS the Department of Utilities, Water Division (“Tacoma Water”)
is asking the Public Utility Board to approve the execution of two related
wholesale water supply agreements that Tacoma Water staff have been
negotiating with the Cascade Water Alliance (“Cascade”), and

WHEREAS Cascade currently purchases 33 million-gallons-per-day
(“MGD”) from Seattle Public Utilities, but pursuant to its contract terms,
Cascade’s allocation starts to decrease in 2040 until Cascade’s allocation
ultimately reaches 5.3 MGD in 2064, and

WHEREAS the proposed wholesale water supply agreements with
Tacoma Water would replace the supply from Seattle Public Utilities, and

WHEREAS under the proposed agreements with Tacoma Water,
Cascade must build, own, and maintain a tranSmission main to deliver water
from Tacoma Water to their customers, and

WHEREAS after the transmission main construction is complete,
Tacoma Water would deliver 12 MGD (average day) on a permanent basis and
an additional 12 MGD temporarily from 2041 to 2062, and

WHEREAS this project will generate significant revenue and position
Tacoma Water to participate in major resiliency water projects over the next 100

years, Now, therefore,
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BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:

Section 1. That the two proposed wholesale water supply agreements
between Tacoma Water and the Cascade Water Alliance are hereby approved,
both in substantially the same form as on file with the Clerk of the Board and as
approved by the 'City Attorney’s Office.

Section 2. The Board requests that the Council of the City of Tacoma
concur in its approval of the two proposed wholesale water supply agreements
with Cascade Water Alliance by passing an ordinance authorizing the
appropriate City officials to execute said agreements, both in the same form as

that on file with the Clerk of the Board and as approved by the City Attorney’s

Office.
Approved as to form:
Chair
/s/
Chief Deputy City Attorney Secretary
Adopted

Clerk
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I FAcoma Pustic uTiLiTies Board Action Memorandum

g0 Jackie Flowers, Director of Utilities

COPY: Charleen Jacobs, Director and Board Offices
FROM: Heather Pennington, Water Superintendent
MEETING DATE: 2/26/25

DATE: 2111725

GUIDING PRINCIPLE ALIGNMENT (select as many that apply):
Please indicate which of the Public Utility Board's Guiding Principle(s) is supported by this action.

[LJGP1 - Diversity, Equity, Inclusion, Belonging [LJGP8 - Telecom

XIGP2 - Financial Sustainability XIGP9 — Economic Development
XIGP3 - Rates [JGP10 - Government Relations
[JGP4 - Stakeholder Engagement [JGP12 — Employee Relations
[JGP5 — Environmental Sustainability (1GP13 - Customer Service
XIGP6 — Innovation XIGP14 - Resource Planning

XIGP7 - Reliability & Resiliency

SUMMARY: Tacoma Water is asking the Public Utility Board to recommend execution of two
wholesale water supply agreements that Tacoma Water staff have been negotiating with the
Cascade Water Alliance. Under the agreements, Tacoma Water would deliver 12 million-
gallons-per-day [MGD] (average day) on a permanent basis and an additional 12 MGD (average
day) temporarily from 2041 to 2062. Tacoma Water has included Cascade Water Alliance’s
water need in recent climate and supply modeling and determined capacity exists to deliver
water to Cascade while meeting existing obligations. Tacoma Water staff recommend approving
the agreements.

BACKGROUND: Cascade Water Alliance currently gets their water (33 MGD) from Seattle Public
Utilities, but this allocation starts to decrease in 2040 until reaching 5.3 MGD in 2064. The
proposed agreements would replace this supply from Seattle Public Utilities with water from
Tacoma Water. Cascade Water Alliance would have to build, own, and maintain a transmission
main to deliver water from Tacoma Water to their customers. This project will generate
significant revenue and position Tacoma Water to participate in major resiliency water projects
over the next 100 years.
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ARE THE EXPENDITURES AND REVENUES PLANNED AND BUDGETED? No

IF THE EXPENSE IS NOT BUDGETED, PLEASE EXPLAIN HOW IT IS TO BE COVERED.

These agreements represent a significant revenue opportunity. Once executed, Tacoma
Water can expect six new streams of revenue over various time frames beginning in
2026. Financial modeling through 2075 shows an estimated $1.5 billion in revenue
which translates to an estimated $116 million to the City of Tacoma in gross earnings
tax.

Incremental expenses associated with serving Cascade will be more than offset by
revenues paid by Cascade.

IF THE ACTION REQUESTED IS APPROVAL OF A CONTRACT, INCLUDE LANGUAGE IN
RESOLUTION AUTHORIZING $200,000 INCREASE IN ADMINISTRATIVE AUTHORITY TO
DIRECTOR? No

These contracts do not seek spending authority. Tacoma Water is expected to receive revenue related to
these contracts.

ATTACHMENTS: Cascade Water Alliance Wholesale Water Supply Agreement
Cascade Water Alliance Market-Priced Wholesale Water Supply Agreement

CONTACT:

Primary Contact: Marc Powell, Business Service Analyst, 2563.719.4047

Supervisor's Name: Dana Larsen, Water Customer and Financial Services, 253.337.3814

Presenter (if different from primary contact): Sean Senescall, Business Services Manager, 253.719.4047
Marc Powell, Business Service Analyst, 253.719.4047
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TO: Elizabeth Pauli, City Manager
FROM: Heather Pennington, Tacoma Water Superintendent

Chris Robinson, Acting Director of Tacoma Public Utilities
COPY: Tacoma City Council and City Clerk
SUBJECT: Approval of Cascade Water Alliance Wholesale Water Contracts
DATE: March 4, 2025
SUMMARY AND PURPOSE:

Tacoma Water staff request an ordinance authorizing the execution of two wholesale water agreements with the
Cascade Water Alliance.

Under the agreements, Tacoma Water would deliver 12 million-gallons-per-day [MGD] (average day) on a
permanent basis and an additional 12 MGD (average day) temporarily from 2041 to 2062.

Current estimates show an estimated $1.5 billion in revenue to Tacoma Water from 2026-2075 associated with these
agreements.

BACKGROUND:

With the closure of the pulp mill in 2023, Tacoma Water now has surplus water. These agreements would sell
water to the Cascade Water Alliance, generate revenue for the utility, and position Tacoma Water to participate in
major resiliency water projects in the future.

COMMUNITY ENGAGEMENT/ CUSTOMER RESEARCH:

TPU’s Customer Experience and External Affairs group is engaging the community at monthly meetings to brief
them on the agreements. Additionally, we have published a webpage describing the project and allows for the
public to ask additional questions.

2025 STRATEGIC PRIORITIES:

Equity and Accessibility:

These agreements would sell water to the Cascade Water Alliance, generate revenue for the utility, and help keep
rates lower for residential, wholesale and business customers over time. These agreements would also position
Tacoma Water to benefit from future regional water projects and shared investments in infrastructure.

These agreements support the Livability and Economy/Workforce initiatives through new revenue and decreasing
rate pressure over the next 50 years and beyond. These agreements benefit all Tacoma Water customers
regardless of geographic area. These agreements will also require new infrastructure projects supporting jobs.

Economy/Workforce: Equity Index Score: Moderate Opportunity
Increase the number of infrastructure projects and improvements that support existing and new business
developments.

Livability: Equity Index Score: Moderate Opportunity
Decrease the percentage of individuals who are spending more than 45% of income on housing and transportation
costs.
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Explain how your legislation will affect the selected indicator(s).
These agreements would generate new revenue and reduce future rate pressure.

ALTERNATIVES:
Alternative(s) Positive Impact(s) Negative Impact(s)
1. Not approving agreements Tacoma Water would forego

approximately $1.5 Billion in
revenue to Tacoma Water
customers and future regional
resilience opportunities.

EVALUATION AND FOLLOW UP:
Revenues and expenses related to these agreements will be tracked annually and monitored to ensure they are
within projections.

STAFF/SPONSOR RECOMMENDATION:
Tacoma Water Staff recommends executing these agreements.

FISCAL IMPACT:
Please provide a short summary of the fiscal impacts associated with the grant, agreement, policy action, or other
action.

Fund Number & Name ( CS/O;;;)/]:)]IE;:R) Cost Element | Total Amount
1.Fund 4600 $1.4 Billion
2.Fund 4600-SDC $50.8 Million

TOTAL

What Funding is being used to support the expense?
Incremental expenses associated with serving Cascade will be more than offset by revenues paid by Cascade.

Are the expenditures and revenues planned and budgeted in this biennium’s current budget?
CHOOSE AN ITEM.NO, PLEASE EXPLAIN BELOW

No. Revenues are expected to start in 2026 but they were not incorporated into the 25/26 budget pending
contract approval. :

Are there financial costs or other impacts of not implementing the legislation?
YES

Will the legislation have an ongoing/recurring fiscal impact?
YES
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City of Tacoma City Council Action Memorandum

Will the legislation change the City’s FTE/personnel counts?
YES, PLEASE EXPLAIN BELOW

It is not expected to increase FTEs in 25/26 but additional personnel will be needed as the project progresses.

ATTACHMENTS:

o (Cascade Water Alliance Wholesale Water Supply Agreement
e (Cascade Water Alliance Market-Priced Wholesale Water Supply Agreement
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WHOLESALE WATER SUPPLY AGREEMENT

THIS AGREEMENT FOR THE SALE OF WHOLESALE WATER (“Agreement” or “2025 Wholesale
Agreement”) is made and entered into as of this ___ day of , ___ (“Effective Date”), by
and between the City of Tacoma, Department of Public Utilities, Water Division (“Tacoma”), and
Cascade Water Alliance, a joint municipal utilities services authority (“Cascade”). Tacoma and
Cascade are sometimes referred to collectively as the “Parties” and individually as a “Party.” This
Agreement is made with reference to the following facts:

RECITALS

A. WHEREAS, Tacoma is a municipality organized and operating under the laws of the State of
Washington and operates a water utility pursuant to RCW 35.92.010;

B. WHEREAS, pursuant to RCW 35.92.170-.200, Tacoma is authorized to operate a water utility
outside its geographical boundaries and to sell water to customers outside of Tacoma’s city
limits;

C. WHEREAS, Cascade is a Washington municipal corporation organized under Chapter 36.106
RCW as a joint municipal utilities services authority and operating as a water purveyor under
the laws of the State of Washington;

D. WHEREAS, Cascade currently contracts for 33.3 million gallons per day (“MGD”) of annual
average wholesale block water from City of Seattle Public Utilities (“Seattle Block Contract”)
through 2039, at which time the Seattle Block Contract capacity declines until reaching 5.3
MGD of annual average wholesale block water by 2064, with an option for a new contract to
continue 5.3 MGD thereafter;

E. WHEREAS, Cascade’s long-term planning projects small to moderate increases in total water
demand, consistent with current trends of increasing efficiency and urban densification, such
that Cascade also anticipates reduced peak factors as well as moderated demand forecasts
in the future;

F. WHEREAS, in its long-term water supply planning, Cascade considered the options of
extending the Seattle Block Contract and of contracting with Tacoma for replacement of
existing contract capacity and the impact of those options on the development schedule of
the Lake Tapps Reservoir water supply;

G. WHEREAS, Cascade holds the water rights to the waters of the Lake Tapps Reservoir and
Cascade’s long-term water supply planning indicates that deferral of the development of the
Lake Tapps Reservoir water supply project has the potential to provide: (1) Cascade and the
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Puget Sound region with flexibility in maintaining a long-term reliable supply portfolio; (2) a
regional benefit through more efficient use of existing available supplies and a revenue
benefit for wholesale providers during the deferral period; and (3) a financial and economic
advantage to Cascade by spreading capital costs over time;

H. WHEREAS, the Caécade Board of Directors directed staff to negotiate a wholesale supply
contract with Tacoma to allow a deferral of the Lake Tapps Reservoir water supply project for
an extended period of time, foster regional connectivity, and enhance regional resiliency;

I.  WHEREAS, supply and demand projections from Tacoma’s integrated resource plan indicate
that sufficient supply will be available to meet the water resource needs of Cascade for the
foreseeable future;

J.  WHEREAS, Tacoma’s place of use for its water rights encompasses all areas designated as
places of use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW
90.03.386, and Tacoma affirms that it has and will maintain the authority to supply water to
Cascade for use within the Cascade Members’ existing service areas;

K. WHEREAS, Tacoma and Cascade desire to enter into a long-term water supply relationship
wherein Tacoma may supply a portion of Cascade’s wholesale supply needs;

L. WHEREAS, Cascade and Tacoma both desire to advance regional interconnections to create
a more resilient regional water supply system, better positioning the Puget Sound region to
dynamically adapt to changing conditions, including climate change, seismic events, water
quality disruptions, and droughts; '

M. WHEREAS, Cascade and Tacoma seek to make the most efficient use of available
infrastructure and supply in the region to avoid unnecessary premature development of
additional regional water supplies;

N. WHEREAS, Cascade is willing to purchase and accept delivery of such wholesale water supply
and services from Tacoma as a direct wholesale customer of Tacoma in accordance with the
terms and conditions of this Agreement;

O. WHEREAS, in order to accomplish the above and accommodate Cascade’s water supply needs
changing over time, Cascade and Tacoma contemplate entering two agreements: this
Agreement and a separate but related agreement, the Agreement for Market-Priced
Wholesale Water Supply Between the City of Tacoma, Department of Public Utilities, Water
Division and Cascade Water Alliance (“2025 Market-Priced Agreement”); and
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P. WHEREAS, in order for Tacoma to deliver water supply to Cascade, Cascade is responsible for
constructing, at its cost, the facilities necessary to connect Cascade’s system with that of
Tacoma.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and conditions herein
contained, the Parties agree as follows:

AGREEMENT
1s CONDITIONS PRECEDENT TO PERFORMANCE AND EFFECTIVENESS

Neither Party is obligated to perform under this Agreement and, notwithstanding the
Effective Date or any other provision of this Agreement, including Section 23.B (Representations
of the Parties), this Agreement is not effective unless and until the 2025 Market-Priced
Agreement has been duly authorized for execution by the Tacoma Public Utility Board, the
Tacoma City Council, and the Cascade Board of Directors and so executed as authorized. If any
of the Tacoma Public Utility Board, the Tacoma City Council, or the Cascade Board of Directors
fails to authorize for execution the 2025 Market-Priced Agreement and execution is not
accomplished as authorized, this Agreement and the 2025 Market-Priced Agreement will be of
no force or effect and the 2012 Water Supply Agreement will remain in full force and effect and
govern the Parties’ relationship with respect to the subject matter thereof.

2. CONFLICTS BETWEEN AGREEMENTS

Cascade is purchasing water from Tacoma under two different timelines and pricing
structures. As such, two agreements govern these transactions: this Agreement and the 2025
Market-Priced Agreement. In the event of a conflict between any provision of this Agreement
and Section 16 (Restated Restructuring Payment) of the 2025 Market-Priced Agreement, Section
16 (Restated Restructuring Payment) of the 2025 Market-Priced Agreement shall prevail.

3. TERM OF AGREEMENT

The term of this Agreement (“Term”) shall commence on the Effective Date and this
Agreement shall remain in full force and effect until the Parties mutually agree in writing to
terminate it or Tacoma discontinues providing wholesale water supply and service to all
wholesale customers.

4. DEFINITIONS AND RECITALS

A. Defined terms for this Agreement are in the attached Exhibit A.
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B. Capitalized terms not otherwise defined in the body of this Agreement or in Exhibit
A are defined in the Wholesale Water Regulations.

@ The Recitals set forth above are hereby incorporated into and made a part of this
Agreement.
5: EXHIBITS

This Agreement includes the Exhibits listed below, and any reference in this Agreement
to an “Exhibit” by letter designation or title shall mean one of the Exhibits identified below. If
there is a conflict between the provisions within the body of this Agreement and the provisions
of any Exhibit hereto, then the body of this Agreement shall take precedence, govern, and
control. The Exhibits to this Agreement are:

Exhibit A: Definitions

Exhibit B: Schematic of Example Wholesale Connections

Exhibit C: Dispute Resolution Procedures

Exhibit D: Examples of Management Agreement Subjects

Exhibit E: Sections 4.3 (Voting), 7.8 (Payment procedures — Default — Step-

up provisions), and Article 9 (Duration and Dissolution —
Withdrawal) of the Joint Municipal Utilities Services Agreement
Exhibit F: Tacoma’s Water Rights

6. WHOLESALE WATER SUPPLY AND SERVICE

A. Tacoma’s place of use for its water rights encompasses all areas designated as
places of use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW
90.03.386. Tacoma affirms that it has and will maintain the authority to supply water to Cascade
for use within the Cascade Members’ existing service areas. Cascade covenants that it will
perform no act that will adversely impact Tacoma’s place of use or water rights associated with
the water to be supplied to Cascade under this Agreement.

B. This Agreement provides a wholesale water supply commitment of up to 15 MGD
peak day supply (“Wholesale Water Supply”). Cascade will phase into delivery of the Tacoma
supply capacity as Cascade’s wholesale block water under the Seattle Block Contract declines.
The phase-in will be defined by Management Agreement as defined in Section 17 (Cooperation;
Management Agreements) of this Agreement. Subject to the terms and conditions of this
Agreement, during the Term, Tacoma agrees to sell and deliver the Wholesale Water Supply to
Cascade, and Cascade agrees to purchase and take delivery of the Wholesale Water Supply from
Tacoma. The Wholesale Water Supply may be used by Cascade Members to serve their retail
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customers or for wholesale resale as expressly provided for, and subject to the terms and
conditions of, this Agreement.

G- The Wholesale Water Supply shall be provided to Cascade as wholesale water
service subject to and in compliance with the Wholesale Water Regulations, Applicable Law,
Prudent Utility Practices, and the terms and conditions of this Agreement (“Wholesale Water
Service”). Except as otherwise provided by this Agreement, service to Cascade shall be subject
to and governed by the Wholesale Water Regulations. If, however, there is an express conflict
or inconsistency between the terms and conditions of this Agreement and the terms and
conditions of the Wholesale Water Regulations, then the terms and conditions of this Agreement
shall take precedence, govern, and control.

D. The Wholesale Water Service shall be provided to Cascade with the same degree
of reliability and certainty of supply as water provided by Tacoma to its existing wholesale and
retail customers (including limitations thereof, such as provisions of the Wholesale Water
Regulations pertaining to interruption of service). The Wholesale Water Service provided to
Cascade is not intended to provide fire flows or meet short-term needs for fire suppression
purposes, and Tacoma does not warrant that the flow or pressure of the Wholesale Water Service
provided to Cascade will be adequate for fire suppression purposes. Cascade acknowledges it is
solely responsible for compliance with Applicable Law related to fire flows and fire suppression.
The Parties acknowledge that Wholesale Water Service is inherently subject to disruption,
interruption, suspension, curtailment, and fluctuation. Tacoma shall not have any liability to
Cascade or any other Person for any disruption, interruption, suspension, curtailment, or .
fluctuation in the Wholesale Water Service, except as otherwise provided in this Agreement.

6.D.1. Tacoma will provide water supply to Cascade at the same reliability
standard as for its own system and consistent with its own system reliability.

6.D.2. Periodic shutdowns of Pipeline 5 will be needed for maintenance. These
shutdowns will be planned as reasonably as possible in advance, coordinated with
Cascade, and communicated in writing prior to the shutdown occurring. Except in the
case of Uncontrollable Forces, Tacoma will provide Cascade at least thirty (30) days
advance notice pursuant to Section 31 (Notices) of a shutdown of Pipeline 5 for
maintenance.

6.D.3. Cascade will have to use alternate sources of water during these
shutdowns. Cascade will be responsible for reliable transmission of the water supply from
the delivery point to its own service area. In order for Cascade to adequately plan its
system for outages, Tacoma will provide in advance to the extent possible, guidance as to
reasonably expected outage frequency, duration, and schedule.
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7. USE OF WATER AND OTHER SUPPLY AGREEMENTS

A. All water supplied to Cascade under this Agreement is provided with the intent to
serve Cascade Members’ retail and wholesale customers within all areas designated as places of
use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW 90.03.386.

B. Unless Tacoma provides prior written approval to Cascade, Cascade may not sell
water supplied under this Agreement, or water from their respective independent supplies offset
by water supplied under this Agreement, to any party who is a Tacoma wholesale customer at
the time Cascade seeks to sell water to such party. Cascade or Cascade Members may sell water
supplied under this Agreement, or water from their respective independent supplies offset by
water supplied under this Agreement, for wholesale purposes to non-Cascade members only as
follows:

7.B.1. For temporary emergency purposes; or

7.B.2. For wholesale services to utilities within all areas designated as places of
use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW 90.03.386.

C. The limitations in Section 7.B may be revised or changed per negotiated and
written agreement of the Parties.

D. Water supplied under this Agreement may not be delivered outside the
authorized place of use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW
90.03.386.

8. WHOLESALE WATER SERVICE CHARGES AND FEES

A For Wholesale Water Service between January 1, 2026 and December 31, 2029,
Cascade shall pay Tacoma a Ready-to-Serve Charge in accordance with Table 1 (Ready-to-Serve
Charges for January 1, 2026 to December 31, 2029) below. Thereafter, Cascade shall pay Tacoma
all rates, charges, fees, and other amounts for the Wholesale Water Service as shall be due and
payable pursuant to the Wholesale Water Regulations. All rates, charges, fees, and other
amounts due Tacoma for the Wholesale Water Service pursuant to the Wholesale Water
Regulations are subject to periodic adjustment by the Tacoma Public Utility Board and Tacoma
City Council. At any time during the Term, the applicable rate, charge, fee, or other amount due
Tacoma from Cascade for the Wholesale Water Service shall be the rate, charge, fee, or amount
as shall then be in effect, with the following exceptions:

8.A.1. During the term of the 2025 Market-Priced Agreement, Tacoma will not
charge Cascade a rate, charge, fee, or other amount for Wholesale Water Service such
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that the Ready-to-Serve Charge, and any other such fixed charges that may be adopted,
exceeds fifteen (15) percent of the total amount due if Cascade were to use its total 15
MGD of Wholesale Water Supply;

8.A.2. After the 2025 Market-Priced Agreement expires, Tacoma will not charge
Cascade a rate, charge, fee, or other amount for Wholesale Water Service such that the
Ready-to-Serve Charge, and any other such fixed charges that may be adopted, exceeds
twenty-five (25) percent of the total amount due if Cascade were to use its total 15 MGD
of Wholesale Water Supply; and

8.A.3. At no time shall Tacoma charge Cascade a rate, charge, fee, or other
amount for Wholesale Water Service that includes an outside city multiplier or surcharge.

B. For the period from January 1, 2026 to December 31, 2029, Tacoma will charge
Cascade a Ready-to-Serve Charge under this Agreement per the following table:

Table 1
Ready-to-Serve Charges for January 1, 2026 to December 31, 2029
Year Monthly Ready-to- | o 1ol Total
Serve Payment
2026 $50,934 $611,204
2027 $53,480 $641,765
2028 $56,154 $673,853
2029 $58,962 $707,545
C. The rates, charges, fees, and other amounts due Tacoma from Cascade under

Section 8.A above, other than the Ready-to-Serve Charges shown in Table 1 above, are referred
to herein as the Wholesale Winter and Summer Volume Charges.

9. SYSTEM DEVELOPMENT CHARGES

Upon Cascade’s payment to Tacoma of the full System Development Charge (SDC) of
$37,650,000 or Cascade’s payment of the first annual equalized payment of $3,386,282 identified
in Table 2 (Annual Equalized Payment Schedule) below, Tacoma will commit and agree to supply
to Cascade Wholesale Water Service. Cascade agrees to pay the full SDC balance of $37,650,000
within thirty (30) days of execution of this Agreement, or at its option, Cascade may pay the SDC
balance with interest calculated annually over fifteen (15) years as described and shown in Table
2 (Annual Equalized Payment Schedule) below.
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If paying in installments, Cascade agrees to pay the SDC balance in fifteen (15) annual
installments with the first annual payment commencing and due to Tacoma on January 1, 2026.
Cascade shall pay interest at a rate of four (4) percent, calculated on an annual basis on the
outstanding principal SDC balance amount. Cascade will make annual equalized instaliment
payments to Tacoma no later than January 31 of each year per the following schedule.

Table 2
Annual Equalized Payment Schedule

Annual Equalized Payment Schedule

Year ﬁg;:ﬁ;%j}gﬁi Principal Interest Payoff Amount
2026 $3,386,282 $1,880,282 $1,506,000 $37,650,000
2027 $3,386,282 $1,955,494 $1,430,789 $35,769,718
2028 $3,386,282 $2,033,713 $1,352,569 $33,814,224
2029 $3,386,282 $2,115,062 $1,271,220 $31,780,510
2030 $3,386,282 $2,199,664 $1,186,618 $29,665,448
2031 $3,386,282 $2,287,651 $1,098,631 $27,465,784
2032 $3,386,282 $2,379,157 $1,007,125 $25,178,133
2033 $3,386,282 $2,474,323 $911,959 $22,798,976
2034 $3,386,282 $2,573,296 $812,986 $20,324,652
2035 $3,386,282 $2,676,228 $710,054 $17,751,356
2036 $3,386,282 $2,783,277 $603,005 $15,075,128
2037 $3,386,282 $2,894,608 $491,674 $12,291,850
2038 $3,386,282 $3,010,393 $375,890 $9,397,242
2039 $3,386,282 $3,130,808 $255,474 $6,386,849
2040 $3,386,282 $3,256,041 $130,242 $3,256,041

Cascade may prepay (without penalty) all or any portion of the outstanding SDC amount,
in which case the accrued interest to date of such prepayment shall also be paid to Tacoma and
subsequent annual payments recalculated based on the reduced outstanding balance and annual
interest calculated.

10. WHOLESALE WATER DELIVERIES

This Agreement provides a Wholesale Water Supply commitment of up to fifteen (15)
MGD peak day supply. Cascade will phase into delivery of the Tacoma supply capacity as
Cascade’s wholesale block water under the Seattle Block Contract declines. The phase-in and
reasonable capacity availability during phase-in will be defined by Management Agreement
under Section 17 (Cooperation; Management Agreements). The delivery and receipt of water
that satisfies regulatory water quality standards pursuant to Section 13 (Water Quality and
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Fluoridation), and the transfer of title to and custody and control of such water, shall occur at the
Supply Service Connections. Standards for flow and pressure shall be developed by Management
Agreement. ‘Upon Cascade’s acceptance of such water at the Supply Service Connections,
Cascade assumes full responsibility for such water, its quality, and the means, methods, and
facilities necessary to connect, receive, transport, deliver, and use such water as a source of
water for resale by Cascade to Cascade’s Members.

11. WHOLESALE WATER SUPPLY SERVICE CONNECTIONS AND INTERCONNECTION
FACILITIES

A Tacoma shall be responsible for the maintenance and operation of the Supply
Service Connections in a manner that is consistent with Applicable Law and Prudent Utility
Practices. If at any time during the Term Tacoma shall determine a need to upgrade, replace, or
modify any of the Supply Service Connections, in whole or in part, Tacoma shall so notify Cascade,
and cause such upgrade, replacement, or modification to occur at such time, place, and manner
and with such labor, design, materials, and equipment as Tacoma shall determine, in its sole
discretion. The cost to upgrade, replace, or modify any of the Supply Service Connections will be
the responsibility of Cascade. Such capital costs paid by Cascade to Tacoma are considered funds
provided in aid of construction. No wholesale service connections other than the Supply Service
Connections are authorized by this Agreement, and no other such connections shall be allowed
without a subsequent and separate written agreement between the Parties. Neither Party shall
be obligated to agree to or execute any agreement with or permit the other Party to construct
or use any additional wholesale service connection.

B. Cascade shall, at its expense, cause the Interconnection Facilities to be
constructed, operated, tested, maintained, and available for normal and reliable commercial
operations within the range of operating conditions specified in this Agreement. Cascade shall
submit to Tacoma for review and approval the designs, specifications, and construction schedule
for any material repairs or replacements of the Interconnection Facilities, or for any expansions,
improvements, or upgrades of the Interconnection Facilities. Tacoma will not unreasonably delay
its review of the designs, specifications, and construction schedule submitted to it by Cascade
and will not unreasonably withhold its approval of such designs, specifications, and construction
schedule.  Cascade will not commence any such repairs, replacements, expansions,
improvements, or upgrades of the Interconnection Facilities unless and until Cascade has
received approved designs, specifications, and construction schedule from Tacoma. Cascade
shall construct and operate the Interconnection Facilities in a manner that is consistent with
Applicable Law; the approved designs, specifications, and construction schedule; the provisions
of all permits, regulatory approvals, and agreements governing the construction and operation
of the Interconnection Facilities; and Prudent Utility Practices. Cascade shall own the
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Interconnection Facilities and shall, in all respects, be responsible for the design, function,
capacity, and sufficiency of the Interconnection Facilities and the normal and reliable commercial
operation thereof.

C. Without limiting the generality of the foregoing, Cascade shall:

11.C.1. be responsible for the operation and control of the Cascade Isolation Valve
and any pressure-reducing valves, controllers, pedestals, and boxes operated by Cascade
as part of the Interconnection Facilities; and

11.C.2. provide a sufficient permitted discharge location for sump pump discharge
for the Supply Service Connections vault.

D. If Tacoma determines a need to repair, maintain, replace, renew, expand, or
improve any of Tacoma’s infrastructure, facilities, or systems and such work requires the
relocation of all or any portion of the Interconnection Facilities, Tacoma shall provide reasonable
advance notice prior to the commencement of such work, as is practicable under the
circumstances, and request by written notice to Cascade that Cascade relocate such
Interconnection Facilities so as to accommodate the time, place, and manner of Tacoma’s work.
Upon receipt of such notice from Tacoma, Cascade shall promptly so relocate such
Interconnection Facilities at Cascade’s sole cost and expense.

E. Tacoma shall include Cascade in planning processes that directly relate to the
Supply Service Connections. Cascade shall include Tacoma in planning processes that directly
relate to the Interconnection Facilities. After Cascade’s Tacoma-Cascade Pipeline Facilities Plan
is finalized, the Parties shall enter into a Management Agreement to address Cascade’s
Interconnection Facilities and Tacoma’s Supply Service Connections to minimize the potential for
relocations under Section 11.D.

12. METER AND TELEMETRY EQUIPMENT

A. Tacoma shall, at Cascade’s expense, provide for the procurement, installation,
repair, replacement, calibration, and testing of the Meter and Telemetry Equipment as may be
required at any time or from time to time. Such costs paid by Cascade to Tacoma are considered
funds provided in aid of construction. Cascade shall provide, at its expense, a sufficient and
reliable source of power and communications to the Meter and Telemetry Equipment. Tacoma
shall determine the size of the Meter and Telemetry Equipment and the flow range within which
the Meter and Telemetry Equipment must operate.
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B. Tacoma shall perform the calibration and testing of the Meter and Telemetry
Equipment. Tacoma shall periodically test the Meter and Telemetry Equipment for accuracy, and
the results of such testing shall be made available to Cascade. Cascade may also test the Meter
and Telemetry Equipment at any reasonable time at Cascade’s expense. The results of any Meter
and Telemetry Equipment test conducted by Cascade shall be made available to Tacoma at no
charge. A Meter and Telemetry Equipment accuracy measurement consistent with American
Water Works Association (“AWWA”) specifications or better shall be considered within
calibration tolerance.

C. If a Party requires access to any area under the care, custody, or control of the
other Party for purposes of this Section 12 (Meter and Telemetry Equipment), then such Party
may request such access, subject to the other Party’s prior approval, which such approval shall
not be unreasonably withheld, conditioned, or delayed.

D. Cascade may request that Tacoma test the Meter and Telemetry Equipment. If
the test discloses the Meter and Telemetry Equipment is accurate within the AWWA
specifications, Cascade will be billed for the test and Cascade’s water bill will not be adjusted. If
the test discloses the Meter and Telemetry Equipment is not accurate within the AWWA
specifications, Cascade’s water bill will be adjusted and Cascade will not be billed for the test.
Cascade will be credited for excess payments made by Cascade to Tacoma because of reads from
inaccurate Meter and Telemetry Equipment. Cascade will owe Tacoma for water received but
not paid for by Cascade because of reads from inaccurate Meter and Telemetry Equipment.

13. WATER QUALITY AND FLUORIDATION

A. Tacoma shall be responsible for water quality within the Tacoma Water System,
and it shall supply water to Cascade that meets or exceeds federal and state drinking water
quality standards, as those standards may change from time to time. Tacoma shall provide
Cascade with notice under Section 31 (Notices) within five (5) days of discovery of a water quality
exceedance that Tacoma is required to report to the Washington State Department of Health or
other Governmental Authority. Cascade and its Members shall be responsible for water quality
within the Cascade Water System.

B. Tacoma shall also be responsible for the fluoridation of the water within the
Tacoma Water System. If Cascade prefers non-fluoridated water, the removal of fluoride will be
Cascade’s responsibility and at Cascade’s expense. If Tacoma, in its sole discretion, elects to
discontinue fluoridation within the Tacoma Water System and Cascade would like to provide
fluoridated water to its customers, the addition of fluoride will be Cascade’s responsibility and at
Cascade’s expense. Tacoma shall provide Cascade as much notice as is practicable.
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14. WATER MANAGEMENT AND SCHEDULING

A. On or before April 1 of each year during the Term, Cascade shall provide Tacoma
with a Draft Operating Plan. At a minimum, the Draft Operating Plan shall contain Cascade’s
projected weekly water use from June 1 of the current year to June 30 of the following year.
Water use projections should include water from any and all valid agreements Tacoma has with
Cascade.

B. Cascade will provide Tacoma with a forecasted water use schedule for the Service
Term as part of the Parties’ five-year reviews pursuant to Section 19 (Review and Updates of
Agreement) of this Agreement.

C. Prior to 10:00 a.m. on any Thursday during the Term, Cascade may submit to
Tacoma, in the manner and in the form established by Tacoma, a schedule for wholesale water
deliveries for the following seven (7) days (“Schedule”). The Schedule shall contain at a minimum
a uniform rate of water deliveries for each day of the Schedule and shall take effect on the day
following the Thursday the Schedule is submitted. Schedules so submitted shall remain in effect
until replaced by a subsequent Schedule submitted in accordance with this Section 14.C.

D. The Parties agree to jointly develop and maintain operating protocols for items
including the scheduling of water demand to ensure consistent flow control and treatment,
routine operational communication, emergency shutdown, emergency contacts, and other items
the Parties determine appropriate (“Operating Protocols”). The Operating Protocols shall be
subject to Tacoma’s approval, which such approval shall not be unreasonably withheld,
conditioned, or delayed.

E. Tacoma reserves the right to modify, suspend, change, or amend Schedules and
Operating Protocols as necessary to comply or conform with this Agreement, the Wholesale
Water Regulations, Applicable Law, or Prudent Utility Practices, or to respond to Uncontrollable
Forces. Tacoma will provide Cascade with thirty (30) days’ advance notice of any modifications,
suspensions, changes, or amendments to the Operating Protocols; provided, however, if the
need to modify, suspend, change, or amend the Operating Protocols is attributable to
Uncontrollable Forces, then Tacoma shall provide as much notice as is practicable under the
circumstances.

15. PAYMENTS AND BILLING

Amounts due Tacoma from Cascade for the Wholesale Water Service shall be determined,
billed, and collected by Tacoma and paid by Cascade in accordance with the procedures for
billings, collections, and payments set forth in the Wholesale Water Regulations. Tacoma shall
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utilize regular meter reads secured from SCADA signals to calculate a statement of charges for
water service. In the event SCADA signals are unavailable, monthly manual reads will be used
until such time that SCADA signals are restored.

A. During the term of the 2025 Market-Priced Agreement, for billing purposes,
Tacoma shall apportion water between the 2025 Market-Priced Agreement and the 2025
Wholesale Agreement through the following procedure on a monthly basis.

In each month, water use is apportioned to the 2025 Market-Priced Agreement up to a maximum
of 17.5 MGD per month (“Market-Priced Agreement Monthly Cap”). The exact volume varies
depending on the number of days in the month or billing period. These volumes will be billed
pursuant to the Market-Priced Agreement Volumetric Rate. Water use under the 2025 Market-
Priced Agreement may/shall not exceed 4,380 million gallons (“MG”) in any calendar year
(“Market-Priced Agreement Annual Cap”).

Water use above the Market-Priced Agreement Monthly Cap in any month will be apportioned
to this Agreement for the duration of that month. Any water use after the Market-Priced
Agreement Annual Cap has been exceeded in any calendar year will also be apportioned to this
Agreement for the duration of that calendar year. These volumes will be billed pursuant to the
Wholesale Winter and Summer Volume Charges.

In no day or month shall water use exceed the combined Market-Priced Agreement Maximum
Flow (17.5 MGD) and 2025 Wholesale Agreement Maximum Flow (15 MGD) of 32.5 MGD.

The following Table 3 (Usage Limits) shows the usage limits under this Agreement and the 2025
Market-Priced Agreement.

Table 3
Usage Limits
Market-Priced Agreement Annual Cap 4,380 MG
Market-Priced Agreement Monthly Cap Billings Days x 17.5 MGD
Market-Priced Agreement Maximum Flow 17.5 MGD
2025 Wholesale Agreement Maximum Flow 15 MGD
B. During the term of the 2025 Market-Priced Agreement, Tacoma shall provide

Cascade a monthly invoice documenting the apportionment of Actual Consumption between this
Agreement and the 2025 Market-Priced Agreement.
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C. After the term of the 2025 Market-Priced Agreement, for billing purposes, Tacoma

shall bill Cascade based on Actual Consumption and the Wholesale Winter and Summer Volume

Charges, as described in Section 8 (Wholesale Water Service Charges and Fees).

D. Cascade shall treat the payment of invoices as expenses paid out of its gross

revenues, as defined in Cascade’s bond covenants.

16.

CONSERVATION AND PLANNING
A. Coordination and Planning

16.A.1. The Parties shall seek to coordinate regional supply, planning, scheduling,
and operational programs that promote efficient use of water supplies, facilities, finances,
and staff resources. In addition to the obligations in Section 11.E, Tacoma may include
Cascade in the development of its planning documents, including review of Tacoma’s
water system plan, and Cascade may include Tacoma in the development of its planning
documents, including review of Cascade’s water system plan. If requested by either Party,
the other Party may participate in the planning and implementation process for
conservation programs as they are developed and will share available conservation
resources where beneficial to both Parties. In the event there is a water shortage or
drought that requires Tacoma to institute water rationing or water use restrictions,
Tacoma may institute reductions to deliveries of the 2025 Market-Priced Wholesale
Water Supply consistent with the Wholesale Water Regulations and Prudent Utility
Practices.

B. Conservation and Water Efficiency

16.B.1. Each Party is committed to the principles of water conservation and each
intends to achieve its anticipated savings by implementing water conservation programs
either unilaterally or in partnership with other agencies.

16.B.2. Each Party will be separately responsible for funding and administrating
their respective water conservation programs.

16.B.3. While maintaining separate programs, the Parties will seek to coordinate
regional supply, planning, scheduling, and operational programs that promote efficient
use of water supplies, facilities, finances, and staff resources. The Parties will also share
available conservation resources where beneficial to both Parties.
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16.B.4. In the event that there is a water shortage or drought that requires Tacoma
to institute water rationing or water use restrictions, the provisions of Section 16.C
(Shortage Management) shall govern.

(08 Shortage Management

16.C.1. Each Party recognizes its obligations to plan for water supply and
distribution in compliance with the State Department of Health and water system
planning regulations.

16.C.2. The Parties shall coordinate the development, adoption, and
implementation of their respective water shortage response plans and those elements of
overlapping responsibilities.

16.C.3. Cascade will, to the degree necessary (and, while the Seattle Block
Contract is in effect, consistent with Cascade’s obligations to Seattle Public Utilities under
the Seattle Block Contract), update its water shortage response plan for consistency with
Tacoma’s.

16.C.4. Once Cascade has begun to materially utilize Tacoma water (greater than
five (5) MGD annual average), Cascade will initiate its water shortage response plan when
Tacoma declares a water shortage. Cascade’s response will be generally consistent with
Tacoma’s actions and level of demand reduction targeted.

16.C.5. During any such shortage, the Ready-to-Serve Charge imposed by Tacoma
under Section 15 (Payments and Billing) will be reduced on a percentage basis by a level
consistent with the level of demand reduction targeted.

16.C.6. Before invoking their respective water shortage response plans, the
Parties shall communicate with each other concerning current and projected water
supply conditions with adequate lead time for both Parties to manage the shortage.

16.C.7. Tacoma has negotiated agreements for the long-term preservation and
enhancement of watersheds and in-stream beneficial uses and habitat. Such agreements
have direct bearing on decisions to curtail the amount of water available for municipal
and industrial water supply in any given season. Any water use restrictions imposed
under the terms of such agreements shall be borne proportionately by Tacoma, its other
wholesale customers and Cascade.

16.C.8. Emergency shutdowns by either Party must be immediately
communicated by phone with a follow-up written communication.
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16.C.9. The Parties will further develop communication and operational protocols
for shortages, supply disruptions, and/or emergencies in a Management Agreement.

17. COOPERATION; MANAGEMENT AGREEMENTS

A. The Parties agree that in taking actions or making determinations required or
provided for under this Agreement, each Party shall act in fairness and in good faith, as set forth
in Section 30 (Prudent Utility Practices and Good Faith) of this Agreement. The Parties will
cooperate and use Prudent Utility Practices to facilitate the implementation of all aspects of this
Agreement.

B. The Superintendent of Tacoma Water and the Chief Executive Officer of Cascade
are authorized, at their discretion, to negotiate, mutually agree to, and execute written
agreements referred to as “Management Agreements” pertaining to the implementation or
administration of this Agreement to address more specific details of technical and operational
aspects of this Agreement in a manner consistent with the terms of this Agreement. Examples
of subjects where Management Agreements may be appropriate (without limitation) are
provided in Exhibit D.

C. A Management Agreement under this Section 17 (Cooperation; Management
Agreements) may not amend, modify, or waive any provision of this Agreement. Any
amendment or modification of this Agreement must be set forth in a written instrument that
meets the requirements of Section 33.H (Amendments) of this Agreement. Any waiver of any
term, condition, or provision of this Agreement must be set forth in a signed writing that meets
the requirements of Section 33.D (Waiver).

18. TECHNICAL COMMITTEES

Technical Committees comprised of the Parties’ staff will address day-to-day operational
issues.  Finance cost and rate issues will be addressed independently between the
Superintendent of Tacoma Water and the Chief Executive Officer of Cascade, or their respective
designees as provided for in written notice to the other. It is recognized that daily operation of
the Tacoma Water System and implementation of this Agreement may require direct
communication and coordination between Tacoma staff and the staff of Cascade or Cascade
Members and accommodation of Cascade’s insurers with respect to claims. The Parties may
establish any desired communication or coordination and claim protocols by Management
Agreement.

19. REVIEW AND UPDATES OF AGREEMENT
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In recognition that emergent issues after the Effective Date may cause the Parties to
mutually desire to update this Agreement, the Parties shall meet to jointly review this Agreement
at least every five (5) years beginning in 2029 and ending no earlier than 2059.

20. REGULATORY COMPLIANCE

The Wholesale Water Service is provided subject to Applicable Law (including permits,
authorization and the jurisdiction of a Governmental Authority to issue orders and regulations
regarding the Wholesale Water Service and the Wholesale Water Supply). Cascade understands
and agrees that Tacoma must comply with all such laws, permits, authorizations, orders, and
regulations, and that such laws, permits, authorizations, orders, and regulations are an
Uncontrollable Force to the extent that they affect the ability of Tacoma to fulfill its obligations
under this Agreement.

21. NO RIGHT OR CLAIM TO WATER RIGHTS

By this Agreement, Cascade secures a contractual right to receive Wholesale Water
Service and to accept delivery from Tacoma of the Wholesale Water Supply as a wholesale
customer. By this Agreement, Cascade acquires no right, title, or interest in or to (a) any water
supply resources, storage, pipelines, infrastructure, facilities, equipment, or other items owned
or controlled by Tacoma (including the Supply Service Connections and the Meter and Telemetry
Equipment), or (b) any water rights, water claims, water permits, or water certificates.

22. MUTUAL RELEASE

Except and only as otherwise specifically provided by this Agreement, as of the Effective
Date, each Party fully, unconditionally, and irrevocably quits, releases, surrenders, and discharges
the other Party from any and all claims, liens, demands, actions, costs, losses, expenses, harm,
damages, and liability (including, but not limited to, attorneys’ fees) of any kind or character now
or hereafter asserted or arising directly or indirectly from, on account of, or in connection with
the 2005 or 2012 Water Supply Agreements.

23. REPRESENTATIONS OF THE PARTIES

A. Each Party is duly authorized and validly existing under the laws of the State of
Washington, is authorized to exercise its powers, rights, and privileges under those laws, is in
good standing in the State of Washington, and has full power and authority to carry on its
business as presently conducted, to execute this Agreement, and to perform the transactions on
its part contemplated by this Agreement.
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B. The execution, delivery, and performance of this Agreement, and the
consummation of the transactions contemplated hereby, have been duly authorized by the
appropriate board or council, and no other act or proceeding on the part of a Party is necessary
to authorize this Agreement, or the transactions contemplated hereby.

C. The execution, delivery, and performance of this Agreement by each Party does
not: (a) contravene Applicable Law; or (b) conflict with or result in a breach of or default under
any material agreement or instrument to which any Party is a party or by which it is bound.

D. There are no actions, suits, claims, or proceedings pending or, to the best of each
Party’s knowledge, threatened against either Party that is likely to impair the consummation or
the transactions contemplated hereby.

24. TITLE; RISK OF LOSS

A. Title to and risk of loss of water delivered by Tacoma to Cascade pursuant to
Section 10 (Wholesale Water Deliveries) shall pass from Tacoma to Cascade at the Supply Service
Connections.

B. Title to the Supply Service Connections and the Meter and Telemetry Equipment
shall be vested in Tacoma. Except as otherwise provided by Section 12 (Meter and Telemetry
Equipment), Cascade shall have no right to operate, suspend, curtail, design, construct, test,
maintain, repair, improve, replace, or use the Supply Service Connections or the Meter and
Telemetry Equipment. Title to the Interconnection Facilities shall be vested in Cascade. Tacoma
shall have no right or responsibility to operate, suspend, curtail, design, construct, test, maintain,
repair, improve, replace, or use the Interconnection Facilities.

25. INDEMNITIES

A. Cascade shall defend, indemnify, and hold each and all of the Tacoma Indemnitees
harmless from and against any and all claims, liens, demands, actions, losses, damages, costs,
expenses, and liabilities (including attorneys’ fees) (collectively “Cascade Claims”) arising directly
or indirectly from or in connection with:

25.A.1.the transportation, storage, sale, delivery, or use by Cascade of any water
delivered to Cascade in compliance with all applicable regulatory standards and in
accordance with this Agreement;

25.A.2.any harm to Persons or damage to property caused by Cascade (or any of
Cascade’s agents, servants, employees, consultants, contractors, subcontractors (of any
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tier), or representatives) in connection with the exercise of Cascade’s rights or obligations
arising under this Agreement;

25.A.3. breach or default by Cascade under the Four Cities Agreement;

25.A.4. any material breach, failure, inconsistency, inaccuracy, or default of any
one or more representations made by Cascade in Section 23 (Representations of the
Parties);

25.A.5.any failure of Cascade to perform or comply with any one or more
obligations, made or arising under this Agreement;

25.A.6.the negligent, reckless, or otherwise tortious acts or omissions of Cascade,
or anyone retained or employed by Cascade (including any of Cascade’s agents, servants,
employees, consultants, contractors, subcontractors (of any tier), or representatives), in
performance of this Agreement;

25.A.7.the use or resale of the Wholesale Water Supply for fire flows or fire
suppression purposes that is contrary to Section 6.D (Wholesale Water Service) of this
Agreement; or

25.A.8. Cascade’s Hazardous Substances. Cascade shall provide notice to Tacoma
under Section 31 (Notices) within five (5) days of discovering a release of any Cascade
Hazardous Substance that is reasonably foreseeable to enter the Tacoma Water System.

25.A.9.Sole Negligence. Nothing herein shall obligate Cascade to indemnify or
hold the Tacoma Indemnitees harmless from and against any Cascade Claim that is wholly
attributable to the sole negligence of any or all of the Tacoma Indemnitees.

B. Tacoma shall defend, indemnify, and hold each and all of the Cascade Indemnitees
harmless from and against any and all claims, liens, demands, actions, losses, damages, costs,
expenses, and liabilities (including attorneys’ fees) (collectively, “Tacoma Claims”), arising from
or in connection with:

25.B.1. the transportation, storage, sale, delivery by Tacoma of any water until
delivered to Cascade in accordance with this Agreement;

25.B.2. any harm to Persons or damage to property caused by Tacoma (or any of
Tacoma’s agents, servants, employees, consultants, contractors, subcontractors (of any
tier), or representatives) in connection with the exercise of Tacoma’s rights and
obligations arising under this Agreement;
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25.B.3. any material breach, failure of, inconsistency, inaccuracy, or default in any
one or more representations made by Tacoma in Section 23 (Representations of the
Parties);

25.B.4. any failure of Tacoma to perform or comply with any one or more
obligations, made or arising under this Agreement;

25.B.5. the negligent, reckless, or otherwise tortious acts or omissions of Tacoma,
or anyone retained or employed by Tacoma (including any of Tacoma’s agents, servants,
employees, consultants, contractors, subcontractors (of any tier), or representatives), in
performance of this Agreement; or

25.B.6. Tacoma’s Hazardous Substances. Tacoma shall provide notice to Cascade
under Section 31 (Notices) within five (5) days of discovering a release of any Tacoma
Hazardous Substance that is reasonably foreseeable to enter the Cascade Water System.

25.B.7.Sole Negligence. Nothing herein shall obligate Tacoma to indemnify or
hold the Cascade Indemnitees harmless from and against any Tacoma Claim that is wholly
attributable to the sole negligence of any or all of the Cascade Indemnitees.

26. WAIVER OF CONSEQUENTIAL DAMAGES

Except with respect to third-party claims as to which the Parties have assumed obligations
arising under Section 25 (Indemnities) and notwithstanding anything else in this Agreement to
the contrary, neither Party shall be liable as a result of any action or inaction under this
Agreement or otherwise, including, without limitation, negligence or other fault, strict liability
without regard to fault, breach of contract or warranty, for any loss of profits or loss of revenue
or any consequential, special, incidental, exemplary, punitive, or indirect losses or similar
damages of any nature whatsoever, whether arising under the law of contracts, torts (including,
without limitation, negligence of every kind and strict liability, without fault) or property, or at
common law or in equity, or otherwise, irrespective of whether such losses or similar damages
are reasonably foreseeable and irrespective of whether such Party has been advised of the
possibility or existence of such damages. This Section 26 (Waiver of Consequential Damages) has
been mutually negotiated by the Parties and shall survive the expiration or termination of this
Agreement.

27. DISPUTE RESOLUTION

A. Resolution of Disputes. Any and all claims, controversies, or disputes arising out
of either Party’s breach of or performance under this Agreement, or otherwise relating to or in
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connection with this Agreement, (each, a “Dispute”) shall be resolved in accordance with the
Dispute resolution procedures set forth in this Section 27 (Dispute Resolution).

B. Initial Notice. If either Party discovers or otherwise becomes aware of an event
or occurrence that is reasonably expected to result in a Dispute, it shall notify the other Party by
providing an initial notice pursuant to Section 31 (Notices) of such Dispute. The Parties will have
ten (10) business days from receipt of an initial notice under this Section 27.B (Initial Notice) to
attempt to resolve a Dispute. The initial mechanism to resolve a Dispute will involve informal
negotiations between the Parties’ representatives, as designated by each Party during the initial
negotiations under this Section 27.B (Initial Notice).

€ Formal Notice. If the Parties do not resolve a Dispute within ten (10) business
days after receipt of the initial notice in accordance with Section 27.B (Initial Notice), either Party
may deliver to the other Party formal notice of the Dispute with a detailed description of the
underlying circumstances of the Dispute. The notice under this Section 27.C (Formal Notice) shall
be made pursuant to Section 31 (Notices) and include a schedule of the availability of the
notifying Party’s senior officer(s) (having a title of Superintendent, Chief Executive Officer, or an
equivalent or higher ranking) duly authorized to settle the Dispute. The Parties will have thirty
(30) business days from receipt of a notice under this Section 27.C (Formal Notice) to attempt to
resolve the Dispute. Within three (3) business days following receipt of a notice under this
Section 27.C (Formal Notice), the recipient Party shall provide to the notifying Party a parallel
schedule of availability of the recipient Party’s senior officers duly authorized to settle the
Dispute. Following delivery of the respective senior officers’ schedules of availability, the senior
officers of the Parties shall meet and confer, as often as they deem reasonably necessary during
the remainder of the thirty (30) business day period, to resolve the Dispute.

D. Dispute Resolution Pursuant to Exhibit C and Judicial Relief. If the Parties do not
resolve a Dispute to their mutual satisfaction within thirty (30) business days after receipt of a
formal notice in Section 27.C (Formal Notice), either Party may:

27.D.1. initiate the Dispute Resolution process in Exhibit C by providing notice to
the other Party under this Section 27.D (Dispute Resolution Pursuant to Exhibit C and
Judicial Relief); or

27.D.2.seek judicial relief by filing suit in a court of competent jurisdiction
identified in Section 33.E (Governing Law) of this Agreement.

For avoidance of doubt, the Dispute resolution procedures in this Section 27 (Dispute Resolution)
are in addition to, and not in lieu of, the Parties’ right to seek and obtain judicial relief. As such,
notwithstanding the Parties’ good faith efforts under Sections 27.B (Initial Notice) and 27.C
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(Formal Notice), if at any time either Party determines that such efforts to resolve any Dispute
will not result in a mutually satisfactory resolution, such Party may seek judicial relief by filing
suit in a court of competent jurisdiction identified in Section 33.E (Governing Law) of this
Agreement.

E. Fulfillment of Duties and Obligations. Pending resolution of any Dispute, the
Parties shall continue to fulfill their respective duties and obligations under this Agreement.

28. DEFAULT AND REMEDIES

A If a Party fails to perform its obligations hereunder, (“Defaulting Party”), then it
shall be in default hereunder unless it cures:

28.A.1.a monetary event of default within thirty (30) days after receiving written
notice from the non-defaulting Party of such monetary default; and

28.A.2.a non-monetary event of default within sixty (60) days after receiving a
notice of default from the non-defaulting Party; provided, however, that if the nature or
extent of the obligation or obligations is such that more than sixty {60) days are required,
in the exercise of commercially reasonable diligence, to cure such non-monetary default,
then the Defaulting Party shall not be in default if it commences such performance within
such sixty (60) day period and thereafter pursues the same to completion with
commercially reasonable diligence and within a commercially reasonable timeframe.

B. Except as otherwise provided by the Wholesale Water Regulations, and subject to
the procedures set forth in Section 27 (Dispute Resolution), if a Party is in breach or default of its
obligations arising under this Agreement, the other Party shall have and shall be entitled to
exercise any and all remedies available to it at law or in equity (including the right to terminate
this Agreement or to specifically enforce this Agreement), all of which remedies shall be
cumulative. If either Party elects to pursue singularly any remedy available to it under this
Section 28 (Default and Remedies), then such Party may at any time thereafter continue to
pursue or cease pursuing that remedy and alternatively, or simultaneously, elect to pursue any
other remedy available to it under this Section 28 (Default and Remedies).

29. UNCONTROLLABLE FORCES

A As provided for in this Section 29 (Uncontrollable Forces), the Parties recognize
that Uncontrollable Forces may occur which would require Tacoma to act unilaterally for what it
deems to be in the best interest of the general public served by the Tacoma Water System;
including but not limited to:
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29.A.1. water shortages;

29.A.2.temporary reductions in water supply associated with turbidity or water
quality events;

29.A.3.fire, flood, storm, earthquake, lightning, and other natural catastrophes;

29.A.4. acts of public enemies, armed conflicts, acts of foreign enemies, acts of
terrorism (whether domestic or foreign, state-sponsored, or otherwise), war (whether
declared or undeclared), blockage, insurrection, riot, civil actions or disturbance,
revolution, or sabotage;

29.A.5.any form of compulsory Government acquisition or condemnation or
change in Applicable Law that affects the performance of the Parties’ obligations under
this Agreement;

29.A.6. accidents or other casualty, damage, loss, or delay during transportation,
explosions, fire, epidemics, pandemics, quarantines, or criminal acts that affect the
performance of the Parties’ obligations under this Agreement;

29.A.7.labor disturbances, stoppages, lockouts, strikes, embargoes, or other
industrial actions that affect the performance of the Parties’ obligations under this
Agreement;

29.A.8.inability, after the use of Prudent Utility Practices, to obtain any consent
or approval from any Governmental Authority that affects the performance of the Parties’
obligations under this Agreement;

29.A.9.inability, after the use of Prudent Utility Practices, to obtain any consent
or approval from any Person required by a Party in connection with this Agreement;

29.A.10. third-party litigation contesting all or any portion of the right, title,
and interest of a Party in any service, property, or other item to be provided to the other
Party in connection with this Agreement.

Notwithstanding the foregoing, the insufficiency of funds, the financial inability to perform or
changes in such Party’s cost of performing its obligations hereunder shall not constitute an
Uncontrollable Force, and neither Party may raise a claim for relief hereunder, in whole or in part,
in connection with such event or circumstance. For purposes of this definition, actions by
Tacoma, Cascade, or any of Cascade’s Members, individually or collectively, shall not be
considered an “Uncontrollable Force.”
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B. Upon the occurrence of an Uncontrollable Force, Tacoma shall, to the extent
practicable, treat its wholesale and retail customers equally and any curtailment of supply shall
be imposed proportionately among these customers.

C. This authority to act unilaterally carries with it a unilateral responsibility for
Tacoma to restore, expeditiously, the Tacoma Water System to its pre-emergency capability to
supply the region.

D. Upon occurrence of an Uncontrollable Force that adversely impacts the Cascade
Water System, Cascade may request Tacoma to temporarily modify or suspend operational or
supply provisions of this Agreement and Tacoma shall make reasonable efforts to accommodate
such request. Cascade shall act expeditiously to restore the Cascade Water System to its pre-
emergency capability.

E A Party shall not be in breach of this Agreement as a result of such Party’s failure
to perform its obligations under this Agreement when such failure is due to an Uncontrollable
Force, to the extent that such Party, despite the exercise of reasonable due diligence, is unable
to remove such Uncontrollable Force. Any Parfy subject to an Uncontrollable Force that may
impair its performance under this Agreement shall notify the other Party as soon as practicable.

F. Any Party subject to an Uncontrollable Force shall be excused from performance
under this Agreement only for the duration of and to the extent of the Uncontrollable Force. Any
Party subject to an Uncontrollable Force shall exercise reasonable due diligence to remove the
Uncontrollable Force.

30. PRUDENT UTILITY PRACTICES AND GOOD FAITH

The Parties shall utilize Prudent Utility Practices and act in good faith under this
Agreement. In taking actions or making determinations required by or provided for under this
Agreement, each Party shall act in fairness and in good faith, cooperate with the other Party, and
use Prudent Utility Practices to facilitate the implementation of all aspects of this Agreement.
Each Party, upon the request of the other Party, shall execute, deliver, and acknowledge all such
further documents and do and perform all such other acts and things as either Party may
reasonably request to effectively carry out the intent of this Agreement.

31. NOTICES

Except for routine operational communications, which may be delivered personally or by
email, all notices, requests, or other communications required by this Agreement shall be in
writing and deemed received by a Party: (a) when delivered in person, (b) when deposited with
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a reputable overnight courier service, provided that any such notice shall not be deemed received
until the next business day after deposit; or (c) by electronic mail if a copy of the notice is also
sent by overnight courier, in which case notice shall be deemed received on transmittal by
electronic mail before 5:00 p.m. on a business day (otherwise, any notice sent after 5:00 p.m.
shall be deemed received on the next business day). All notices must be properly addressed as
follows:

Tacoma: Water Superintendent
P.0O. Box 11007
Tacoma, WA 98411
Phone: (253) 502-8245
Email: hpenning@cityoftacoma.org

Cascade:  Chief Executive Officer
11400 SE 8th St, Suite 400
Bellevue, WA 98004
Phone: (425) 543-0930
Email: rhoffman@cascadewater.org

A Party may change its address for purposes of this Section 31 (Notices) by giving written notice
of such change to the other Party in the manner provided in this Section 31 (Notices).

32. ACCESS TO BOOKS AND RECORDS; AUDIT

Upon not less than thirty (30) days’ prior notice to the other Party, a Party shall be given
reasonable access, during normal business hours, to inspect any books, records, and accounts
maintained by the other Party that are specifically kept and related to this Agreement. Such
inspection shall occur at the location where such books, records, and accounts are located or
another mutually agreed upon location. A Party shall not be obligated to collate, organize, or
analyze the information to be inspected by the other Party. A Party requesting such access shall
pay the other Party its established rate for any documents reproduced for the requesting Party.

33. MISCELLANEOUS

A. Cascade’s and its Members’ Responsibilities under the Joint Municipal Utilities
Services Agreement.

33.A.1. Joint Municipal Utilities Services Agreement. Under the Joint Municipal
Utilities Services Agreement Cascade is a separate municipal corporation formed under
the authority of Chapter 39.106 RCW. An individual Member’s liability for Cascade’s
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obligations is limited to those specified in the Joint Municipal Utilities Services
Agreement. Nothing in this Agreement shall be construed to alter any term of the Joint
Municipal Utilities Services Agreement.

33.A.2. Exhibit E. Article 9 (Duration and Dissolution — Withdrawal) of the Joint
Municipal Utilities Services Agreement is attached to this Agreement as Exhibit E.

33.A.3.This Agreement is a Water Supply Asset. The Joint Municipal Utilities

Services Agreement defines “Water Supply Asset” to mean “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.” For purposes of Article 9 (Duration and Dissolution — Withdrawal) of the Joint
Municipal Utilities Services Agreement, this Agreement is a “Water Supply Asset” or
“asset.”

33.A.4.Duration. Under Section 9.1 (Duration) of the Joint Municipal Utilities
Services Agreement, except upon disincorporation addressed in Section 33.A.6
(Disincorporation) of this Agreement, Cascade shall remain in existence until the longer
of the following: (1) it no longer holds any assets, (2) it no longer holds outstanding Bonds,
or (3) it no longer includes Members. Therefore, as long as Cascade is a party to this
Agreement, which is an asset under the Joint Municipal Utilities Services Agreement,
Cascade will remain in existence.

33.A.5. Withdrawal. If during the Term of this Agreement, a Member notifies
Cascade of its intent to withdraw from Cascade, Cascade shall apply Section 9.2
(Withdrawals) of the Joint Municipal Utilities Services Agreement, which requires the
withdrawing Member to pay its allocable share of the cost of the then-existing obligations
of Cascade, including contract obligations, such as this Agreement. The withdrawing
Member ceases to have right to, or interest in, any Water Supply Assets, and abandons
any and all rights to the use of Cascade Water Supply Assets.

33.A.6. Disincorporation. If during the Term of this Agreement, Cascade Members

vote to disincorporate, Cascade’s liabilities and obligations under this Agreement shall be
distributed to and binding upon its Members in accordance with Section 9.3
(Disincorporation) of the Joint Municipal Utilities Services Agreement, which states in
relevant part: “Cascade’s liabilities (including Bonds and other contractual obligations)
initially shall be distributed based on Members Demand Shares as of the time of the
disincorporation.” During the Term of this Agreement, Cascade shall not amend the Joint
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Municipal Utilities Services Agreement in any way that would limit, impair, diminish, or
materially change Tacoma’s rights arising under this Agreement without Tacoma’s prior
written approval, which shall not be unreasonably withheld or delayed.

33.A.7.Default. In the event of a default payment by Cascade, Tacoma shall have
the right to enforce this Agreement against Cascade under Section 28 (Default and
Remedies) of this Agreement. If Cascade Members are in default, Cascade shall comply
with Section 7.8 (Payment procedures — Default — Step-up provisions) of the Joint
Municipal Utilities Services Agreement, attached as Exhibit E to this Agreement.

33.A.8.Binding Contract. Cascade’s Board of Directors authorized execution of
this Agreement by Dual Majority Vote of all Members pursuant to Section 4.3 (Voting) of

the Joint Municipal Utilities Services Agreement at open public meetings on January 22,
2025, by Resolution No. 2025-01, and on February 26, 2025, by Resolution No. 2025-04,
and thereby made this Agreement a binding contractual obligation of Cascade under the
terms of the Joint Municipal Utilities Services Agreement.

B. Sale and Assignment. The Parties acknowledge that during the Term of this
Agreement, pursuant to Section 9.4 (Successor Entity) of the Joint Municipal Utilities Services
Agreement, attached as Exhibit E, the assets, liabilities, and obligations of Cascade may be
transferred to a successor entity and all obligations of Cascade Members and parties contracting
with Cascade (including this Agreement) become obligations of the successor entity.
Notwithstanding the foregoing, the rights and obligations of the Parties arising under this
Agreement may not be sold, assigned, or otherwise transferred in whole or in part by a Party
without the prior written consent of the other Party, which consent shall not be unreasonably
withheld or delayed. Subject to the foregoing, this Agreement shall be binding upon the Parties’
respective successors and assigns.

Gy Offsets Not Allowed. A Party shall not have the right to offset any amounts owed
to the other Party under this Agreement against any amounts due from the other Party under
this Agreement, nor may a Party offset any amounts due to the other Party under this Agreement
against any amounts owed by the other Party under this Agreement. A Party may not withhold
any payment due the other Party by reason of a Dispute; such payment shall be paid “under
protest” and any and all Disputes with respect to such payment shall be resolved pursuant to
Section 27 (Dispute Resolution).

D. Waiver. Any of the terms, conditions, or provisions of this Agreement may be
waived at any time and from time to time, in a signed writing, by the Party or Parties entitled to
the benefit of such terms or conditions. Any waiver given by a Party shall be narrowly construed
to specifically waive, in time and subject, only the express matter contained in such waiver. The
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failure of either Party to insist on or enforce strict performance of any term, condition, or
provision of this Agreement or to exercise any right or remedy under this Agreement or
Applicable Law will not be construed as a waiver or relinquishment to any extent of the right to
assert or rely upon any such term, condition, provision, right, or remedy in that or any other
instance; rather, the same will be and remain in full force and effect. Tacoma’s review, revision,
approval of, or comment upon any matter arising under this Agreement, or Tacoma’s failure to
review, revise, approve, or comment upon any matter arising under this Agreement, shall not in
any way (a) relieve or release Cascade from any of its obligations arising under this Agreement,
or (b) subject Tacoma to any liability with respect to such matter.

E. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Washington (regardless of the laws that might otherwise
govern under applicable principles of conflict of laws of such state). Except with respect to a
lawsuit or judicial action or proceeding commenced by a third party in another jurisdiction and
subject to Section 27 (Dispute Resolution), the Parties (i) agree that any lawsuit, judicial action,
or proceeding arising out of or relating to this Agreement must be heard in the Superior Court of
the State of Washington, in and for the County of Pierce, or the United States District Court for
the Western District of Washington in Tacoma; (ii) waive any objection to the laying of venue of
any such suit, action, or proceeding; and (iii) irrevocably submit to the jurisdiction of any such
court in any such lawsuit, judicial action, or proceeding.

F. Construction. Terms defined in a given number, tense, or form (e.g., singular and
plural) shall have the corresponding meaning when used in this Agreement with initial capitals in
another number, tense, or form (e.g., singular shall be construed as plural and vice versa as
necessary to carry out the intent of the Parties). References containing terms such as “hereof,”
“herein,” “hereto,” “hereinafter,” and other terms of like import are not limited in applicability
to the specific provision within which such references are set forth but instead refer to this
Agreement taken as a whole. “Includes” or “including” shall not be deemed limited by the
specific enumeration of items but shall be deemed without limitation. The term “or” is not
exclusive. The headings contained in this Agreement are included solely for the convenience of
the Parties. Accounting terms used but not defined herein have the meanings given to them
under generally accepted accounting principles in the United States consistently applied
throughout the specified period and in the immediately prior comparable period. The term “day”
means a calendar day unless otherwise specified as a “business day”; a “business day” means a
day, other than a Saturday, Sunday, or Holiday.

G. Severability. Any provisions of this Agreement prohibited or rendered
unenforceable by Applicable Law shall be ineffective only to the extent of such prohibition or
unenforceability without invalidating the remaining provisions of this Agreement. In such event,
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the remainder of this Agreement will remain valid and enforceable. Upon such determination
that any term or other provision is prohibited or rendered unenforceable, the Parties shall
negotiate in good faith to modify this Agreement so as to give effect to the original intent of the
Parties as closely as possible in an acceptable manner to the end that transactions contemplated
under this Agreement are fulfilled to the greatest extent possible.

H. Amendments. This Agreement may be amended or modified only by a written
instrument executed by the Parties that expressly refers to this Agreement and states that it is
an amendment hereto. No amendment to or modification of any provision of this Agreement
will be valid unless set forth in a written instrument signed by both Parties. If a Party becomes
aware of a conflict between this Agreement and any other agreement in place between such
Party or its affiliates and any Person, it will promptly notify such other Party, and the Parties will
work in good faith to resolve the conflict.

l. Independence of the Parties. Nothing contained in this Agreement shall be
deemed or construed by the Parties, or by any third party, as creating the relationship of principal
and agent, or of partnership or of joint venture, between the Parties. Neither Party shall enter
into any contract, agreement, or other commitment, or incur any obligation or liability, in the
name of or otherwise on behalf of the other Party. This Agreement shall create no rights,
benefits, responsibilities, or obligations in, to, or from any Persons other than Tacoma and
Cascade.

J. Survival. Sections 22 (Mutual Release), 25 (Indemnities), 26 (Waiver of
Cohsequential Damages), 27 (Dispute Resolution), 32 (Access to Books and Records; Audit), and
33.A (Cascade’s and its Members’ Responsibilities under the Joint Municipal Utilities Services
Agreement) shall survive the expiration or termination of this Agreement. All other terms and
conditions of this Agreement that must be reasonably construed to survive the expiration or
termination of this Agreement in order to give full force and effect to the intent of the Parties as
set forth herein shall survive the expiration or termination of this Agreement, regardless of
whether such survival is expressly specified herein.

K. Counterparts. This Agreement may be executed in several counterparts, each of
which shall be deemed to be an original and all of which together shall constitute one and the
same instrument.

L. Interpretation. This Agreement has been negotiated on an arm’s-length basis by
the Parties and their respective counsel and shall be interpreted fairly in accordance with its
terms and without any strict construction in favor of or against either Party.
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M. Complete Agreement. This Agreement represents the entire agreement between
the Parties concerning the subject matter herein and, upon the Effective Date, supersedes and
replaces all other prior agreements and understandings, whether oral or written, between the
Parties with respect to the subject matter herein. This Agreement may not be amended or
superseded except as provided in Section 33.H (Amendments).

Page 31 of 51 WHOLESALE WATER SUPPLY AGREEMENT



CONFIDENTIAL DRAFT — 01.17.25 — PROTECTED UNDER THE DELIBERATIVE PROCESS EXEMPTION

IN WITNESS WHEREOF, the Parties have duly executed this Agreement as of the Effective

Date.
Dated this day of , 2025.
City of Tacoma: Cascade Water Alliance:

Department of Public Utilities
Water Division

Heather Pennington R,ay‘H_offman
Water Superintendent Chief Executive Officer
Approved as to form: Approved as to form:

Page 32 of 51 WHOLESALE WATER SUPPLY AGREEMENT



CONFIDENTIAL DRAFT — 01.17.25 — PROTECTED UNDER THE DELIBERATIVE PROCESS EXEMPTION

LIST OF EXHIBITS
Exhibit A — Definitions
Exhibit B — Schematic of Example Wholesale Connections
Exhibit C — Dispute Resolution Procedures
Exhibit D — Examples of Management Agreement Subjects

Exhibit £ — Sections 4.3 (Voting), 7.8 (Payment procedures — Default — Step-up provisions), and
Article 9 (Duration and Dissolution — Withdrawal) of the Joint Municipal Utilities Services

Agreement

Exhibit F — Tacoma’s Water Rights
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EXHIBIT A
DEFINITIONS

“2005 Water Supply Agreement” means the 2005 Agreement for the Sale of Wholesale
Water, dated October 13, 2005, which was amended, restated, and superseded in its entirety in
2012,

“2012 Water Supply Agreement” means the 2012 Amended and Restated Agreement for
the Sale of Wholesale Water, dated December 31, 2012 between Cascade and Tacoma.

“2025 Market-Priced Wholesale Water Supply Agreement” or “2025 Market-Priced
Agreement” means the accompanying agreement to this Agreement in which Tacoma agrees to

provide water to Cascade under a different timeline and pricing structure, dated | ], with a
term ending January 1, 2063.

“Actual Consumption” means the amount of water actually delivered as measured and

reported by Tacoma to Cascade during the Service Term for Wholesale Service. In the event of
invalid or unavailable measured volume, a reasonable estimate will be utilized.

“American Water Works Association” or “AWWA” (or its successor organization) means

an international non-profit, scientific, and educational association, and the largest organization
of water supply professionals in the world, founded to improve water quality and supply.

“Annual Equalized Payment Schedule” shall have the meaning set forth in the Section 9

(System Development Charges) of this Agreement.

“Applicable Law” means any applicable and binding statute, law, rule, regulation, code,

ordinance, judgment, decree, writ, legal requirement or order, and the written interpretations
thereof, of any national, federal, state, or local Governmental Authority having jurisdiction over
the Parties or the performance of this Agreement.

“Cascade” shall have the meaning set forth in the preamble of this Agreement.

“Cascade Claims” shall have the meaning set forth in Section 25 (Indemnities).

“Cascade Indemnitees” means Cascade and Cascade’s directors, officers, employees,

agents, servants, elected officials, and representatives, and the respective successors and assigns
of each and all of the foregoing.

“Cascade Isolation Valve” means a positive shut-off valve owned and operated by Cascade

as part of the Interconnection Facilities.
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“Cascade Member” or “Member” means the members of the Cascade Water Alliance. As

of the creation of this Agreement there are seven (7) Members: the cities of Bellevue, Issaquah,
Kirkland, Redmond, and Tukwila, and two special purpose districts Sammamish Plateau Water
and Skyway Water & Sewer District.

“Cascade Hazardous Substance” or “Cascade’s Hazardous Substances” means any

Hazardous Substances generated, transported, kept, handled, stored, placed, discharged, or
released by Cascade, or by anyone directly or indirectly retained or employed by Cascade, in
connection with the performance of this Agreement, except that it shall not include Hazardous
Substances determined to be Tacoma’s Hazardous Substances.

“Cascade Water System” means infrastructure that is owned by Cascade to enable water

delivery to the Cascade Members, including 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.

“Construction Work in_Progress” or “CWIP” means Tacoma’s capital investment in

facilities under construction, but not yet completed and placed into service.

“Defaulting Party” shall have the meaning set forth in Section 28 (Default and Remedies).

“Dispute” shall have the meaning set forth in Section 27 (Dispute Resolution).

“Draft Operating Plan” means a non-binding informational plan intended to advise

Tacoma of the amount of the Wholesale Water Supply that Cascade anticipates it will use during
the period starting June 1 each year and ending June 30 the following year during the Term.

“Effective Date” shall have the meaning set forth in the preamble of this Agreement.

“Existing Agreement” shall have the meaning set forth in the Recitals.

“Flow Control Valve” means the valve that controls the volume of water that is delivered

to Cascade and is more particularly described in Exhibit B.

“Four Cities Agreement” means the “2010 Lake Tapps Area Water Resources Agreement

Among the Cities of Auburn, Bonney Lake, Buckley and Sumner, and Cascade Water Alliance,”
dated February 5, 2010.
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“Governmental Authority” means (a) any federal, national, state, tribal, county, municipal

or local government (whether domestic or foreign), or any political subdivision thereof; (b) any
court or administrative tribunal; (c) any other governmental, quasi-governmental, judicial, public,
or statutory instrumentality, authority, body, agency, bureau, or entity of competent jurisdiction;
or (d) any nongovernmental agency, tribunal, or entity that is vested by a governmental agency
with applicable jurisdiction.

“Gross Earnings Tax on Utilities” means a tax on money, credits, rights, or property

imposed on the water utility by the City of Tacoma and expressed in terms of money proceeding
or accruing by reason of the transaction of business and includes but is not limited to gross
proceeds of sales, compensation for rendition of services, gains realized from interest, rents,
royalties, fees, commissions, dividends, and other emoluments, however designated, all without
any deduction on account of cost of property sold, materials used, labor, interest, losses,
discount, and any other expense whatsoever.

“Hazardous Substances” means any substance or material regulated or governed by

Applicable Law; any substance, emission, or material now or hereafter deemed by any
Governmental Authority or Applicable Law to be a “regulated substance,” “hazardous material,”
“hazardous waste,” “hazardous constituent,” “hazardous substance,” “dangerous material,”

” nou

“dangerous waste,” “dangerous substance,” “toxic substance,” “radioactive substance,” or a
“pesticide”; and any other substance with properties that are harmful or deleterious to human

health or to the environment.

“Holiday” means a legal holiday identified in RCW 1.16.050 as revised and amended from
time to time.

“Interconnection Facilities” means all facilities, other than the Supply Service

Connections, that are necessary for Cascade to access and take delivery of the Supply Water
Supply at the Supply Service Connections and to convey such water to Cascade’s transmission
and distribution systems. Interconnection Facilities include the Cascade Isolation Valve and such
other pressure-reducing valves, power service, storm drainage, vaults, telecommunications
service, conduit, controllers, pedestals, and boxes operated by Cascade as part of the
Interconnection Facilities. For avoidance of doubt, Interconnection Facilities do not include the
Supply Service Connections or any other facilities owned and operated by Tacoma that are
necessary to deliver the Wholesale Water Supply to the Supply Service Connections.

“Joint_Municipal Utilities Services Agreement” or “2012 Joint Agreement” means the
agreement, dated March 28, 2012, through which the Cascade Members formed Cascade Water
Alliance under the authority of Chapter 39.106 RCW as the successor for all purposes to the
former Cascade created in 1999 under an Interlocal Contract under Chapter 39.34 RCW.

Page 36 of 51 WHOLESALE WATER SUPPLY AGREEMENT



CONFIDENTIAL DRAFT — 01.17.25 — PROTECTED UNDER THE DELIBERATIVE PROCESS EXEMPTION

“Lake Tapps Reservoir” means the White River — Lake Tapps Reservoir Project originally
purchased by Cascade from Puget Sound Energy, including land, infrastructure, and water rights.

“Management Agreement” means written supplemental agreements, as set forth in
Section 17 (Cooperation; Management Agreements), pertaining to subjects authorized by this
Agreement, negotiated, mutually agreed to, and executed by both the Superintendent of Tacoma

Water and the Chief Executive Officer of Cascade to implement and administer this Agreement.

“Market-Priced Agreement Annual Cap” shall have the meaning set forth in Section 15

(Payments and Billing).

“Market-Priced Monthly Cap” shall have the meaning set forth in Section 15 (Payments

and Billing).

“Market-Priced Agreement Volumetric Rate” means the rate charged per unit of Actual

Consumption apportioned to Market-Priced Wholesale Service as described in Section 10.C
(Payments and Billing) of the 2025 Market-Priced Agreement. The Market-Priced Agreement
Volumetric Rate will be calculated in accordance with Section 10.A (Charges and Ratemaking)
and Exhibit F (FCS Group Utility-Basis Rate Making Methodology) of the Market-Priced
Agreement.

“Meter and Telemetry Equipment” means the delivery metering equipment determined

by Tacoma to be necessary for the implementation of this Agreement and a data-acquisition
system owned and operated by Tacoma that is used to send signals from the meter in support of
operations and all appurtenances thereto.

“Operating Protocols” shall have the meaning set forth in Section 14 (Water Management

and Scheduling).

“Party” or “Parties” shall have the meaning set forth in the preamble of this Agreement.

“Person” means any individual, corporation, municipal corporation, company, voluntary
association, partnership, incorporated organization, trust, or limited liability company, or any
other entity or organization, including any Governmental Authority.

“Pipeline 5”7 means Tacoma’s northern transmission main that delivers water from
Tacoma headworks to the City of Tacoma.

“Prudent Utility Practices” means, at any particular time, any of the practices, methods,

decisions, and acts that (a) in the exercise of a Party’s reasonable judgment in light of the facts
known at the time, would have been expected to accomplish the desired result consistent with
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Applicable Law, reliability, efficiency, economy, safety, and expedition commonly engaged in or
approved by the water supply industry in the United States prior thereto; and (b) in the case of
Tacoma, includes all practices and methods needed to comply with the Wholesale Water
Regulations. Itis recognized that the term “Prudent Utility Practices” is not intended to be limited
to the optimum practices, methods, or acts to the exclusion of all others, but rather refers to a
spectrum of possible practices, methods, or acts that could have been expected to accomplish
the desired result consistent with Applicable Law, reliability, efficiency, economy, safety, and
expedition.

“Ready-to-Serve Charge” means the fixed monthly charge for Wholesale Water Service

and is based on Cascade’s peak water allocation of 15 MGD.

“SCADA” means a computer-based supervisory control and data acquisition system used
for process monitoring, automation, and real-time data collection.

“Schedule” shall have the meaning set forth in Section 14 (Water Management and
Scheduling).

“Seattle Block Contract” means the 2" Amended and Restated Declining Block Water

Supply Agreement Between the City of Seattle and the Cascade Water Alliance, dated July 15,
2013. '

“Supply Service Connections” means a physical connection(s) between water mains of the

Parties and is the point of delivery of the Water Supply. The Supply Service Connections are more
particularly described in Exhibit B and include the Tacoma Isolation Valve and the Flow Control
Valve.

“System Development Charge” or “SDC” means the system development charge imposed

upon Cascade by the Wholesale Water Regulations as defined in Section 9 (System Development
Charges).

“Tacoma” shall have the meaning set forth in the preamble of this Agreement.

“Tacoma-Cascade Pipeline Facilities Plan” means the scope of work that will form the

basis of design and requirements to construct the facilities necessary to connect the Cascade
Water System with the Tacoma Water System for delivery of water to Cascade’s service area.

“Tacoma Claims” shall have the meaning set forth in Section 25 (Indemnities).
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“Tacoma_Indemnitees” means Tacoma and Tacoma’s directors, officers, employees,

agents, servants, elected officials, and representatives, and the respective successors and assigns
of each and all of the foregoing.

“Tacoma Hazardous Substance” or “Tacoma’s Hazardous Substances” means any

Hazardous Substances generated, transported, kept, handled, stored, placed, discharged, or
released by Tacoma, or by anyone directly or indirectly retained or employed by Tacoma, in
connection with the performance of this Agreement, except that it shall not include Hazardous
Substances determined to be Cascade’s Hazardous Substances.

“Tacoma lIsolation Valve” means a positive shut-off valve installed at the Supply Service

Connections and that is more particularly described in Exhibit B.

“Tacoma Points of Delivery” means the point on Tacoma’s Pipeline 5 where Tacoma’s

wholesale service connection to Cascade will be located.

“Tacoma Water System” means infrastructure that is owned by Tacoma to enable water

delivery to Tacoma customers, including 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.

“Technical Committees” shall have the meaning set forth in Section 18 (Technical
Committees).

“Term” shall have the meaning set forth in Section 3 (Term of Agreement).

“Uncontrollable Force” means any event or circumstance (or combination thereof) and

the effects of a non-permanent nature of any such event or circumstance (whether or not such
event or circumstance was foreseeable or foreseen by the Parties) that delays or prevents
performance by a Party of any of its obligations under this Agreement, as further defined in
Section 29 (Uncontrollable Forces).

“Wholesale Water Regulations” means all applicable terms and conditions of the Tacoma
Municipal Code, including Chapters 12.01 and 12.10 thereof, as such terms and conditions may

now exist or may hereafter be changed, deleted, supplemented, modified, or amended.

“Wholesale Water Service” and “Wholesale Water Supply” shall have the meanings set
forth in Section 6 (Wholesale Water Service).
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“Wholesale Winter and Summer Volume Charges” means the rate charged per unit of
Actual Consumption apportioned to Wholesale Water Service as described in Section 15
(Payments and Billing) of this Agreement. The Wholesale Winter and Summer Volume Charges
are set as described in Section 8 (Wholesale Water Service Charges and Fees) of this Agreement.
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EXHIBIT B
SCHEMATIC OF EXAMPLE WHOLESALE CONNECTIONS

The schematic below is provided only as an example; it does not represent pipes or connections
specific to this Agreement.
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EXHIBIT C
DISPUTE RESOLUTION PROCEDURES

If either Party provides notice under Section 27.D (Dispute Resolution Pursuant to Exhibit C and
Judicial Relief) of this Agreement to the other Party initiating the Dispute Resolution process in
this Exhibit C, the procedures in this Exhibit C shall govern the resolution of such Dispute, and the
Parties agree that such procedures will be used in conjunction with and governed by Chapter
4.48 RCW, Trial Before Referee. If at any time either Party determines that efforts to resolve any
Dispute pursuant to the procedures in this Exhibit C will not result in a mutually satisfactory
resolution, such Party may seek appropriate relief in a court of competent jurisdiction identified
in Section 33.E (Governing Law) of this Agreement, including commencing a lawsuit to resolve
such Dispute.

Ja Within twenty (20) business days of the date of a notice by either Party under Section
27.D (Dispute Resolution Pursuant to Exhibit C and Judicial Relief) of this Agreement
invoking the dispute resolution procedures of this Exhibit C, the Parties shall meet and
select an individual to recommend to the court as referee of the dispute resolution
process in accordance with RCW 4.48.020. The Parties shall select an individual who is
qualified as a juror as provided by statute, is competent as a juror between the Parties, is
a duly admitted and practicing attorney, and has experience presiding over civil litigation
of contract disputes. The Parties will use the following procedure to select the
recommended referee: '

i, Jl Each Party will make a list of three individuals that are qualified pursuant to
Paragraph 1 to serve as referee and exchange such list with the other Party. If the
Parties agree upon a person from either list, or if both Parties list the same person,
that person will be the recommended referee.

1.2 If the Parties are unable to agree upon a referee after exchanging their respective
lists, they will make a joint list setting forth all six candidates from the two lists.

2. Upon the selection of the recommended referee, or the creation of the joint list pursuant
to Subparagraph 1.2 of this Exhibit C, the Party that invoked the dispute resolution
procedures shall file a complaint, in the superior court of the appropriate county as set
forth in Section 33.E (Governing Law) of this Agreement, setting forth the issues(s) in
dispute, and the other Party shall file an answer to such complaint. Not later than twenty
(20) days after the filing of the answer, the Parties shall jointly file a motion, with this
Agreement (including this Exhibit C) attached, with the court requesting an order of
reference that:
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2.1 Directs that the issue(s) raised by the complaint and answer be resolved pursuant
to Chapter 4.48 RCW by reference to a referee;

2.2 Appoints, pursuant to RCW 4.48.020, either the recommended referee selected
by the Parties pursuant to Subparagraph 1.1 of this Exhibit C, or a single referee
from the joint list prepared pursuant to Subparagraph 1.2 of this Exhibit C; and

2.3 Directs the referee to conduct the proceeding in accordance with the procedures
set out in Paragraphs 3-9 of this Exhibit.C.

31 In accordance with RCW 4.48.060, for any Dispute the Parties agree to resolve pursuant
to the procedures in this Exhibit C, the Parties waive their rights to discovery and cross-
examination, and direct that the proceeding be conducted in the same manner as a
motion for summary judgment as follows:

2 The Parties shall present their respective positions by written briefs and affidavits,
and without testimonial evidence or cross-examination;

3.2 Oral argument will be conducted before the referee; and

33 The burdens of proof and persuasion that pertain in a civil trial shall apply, rather
than those that apply to motions for summary judgment.

4. After appointment of the referee, the Parties shall endeavor in good faith to prepare for
the referee a joint statement of facts and the questions to be decided in the proceeding.
In the absence of an agreed-to joint statement of facts and questions to be decided, each
Party may include its own statement of facts and questions to be decided in its initial
brief. If the Parties agree to a joint statement of facts and questions to be decided, they
shall submit that to the referee within thirty (30) days after appointment of the referee.

5. Within ninety (90) days after the submission of the joint statement of facts and questions
to be decided, or within one hundred and twenty (120) days after the appointment of the
referee if the Parties cannot agree to a joint submission of facts and questions to be
decided, each Party shall submit to the referee a one-page statement of the proposed
resolution and/or award it seeks for each issue in dispute, and its initial brief. The
statement and initial brief (excluding any attached affidavits or evidentiary documents)
shall not exceed fifty (50) 8%" x 11" double-spaced pages with 1%-inch margins, number
12-point typeface. The statement and initial brief shall be filed simultaneously by e-mail
and regular mail with the referee and opposing Party.
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Within thirty (30) days after the date the Parties filed their initial briefs, the Parties shall
file their respective reply briefs with the referee and the opposing Party. The reply briefs
(excluding any attached affidavits or evidentiary documents) shall not exceed twenty-five
(25) 8%" x 11" double-spaced pages with 1%-inch margins, number 12-point typeface.
The reply briefs shall be filed simultaneously by e-mail and regular mail with the referee
and opposing Party.

After the reply briefs have been filed, if the referee deems that additional responses are
needed, then the referee may request that the Parties file a supplemental brief only as to
those specific matters or questions raised by the referee. Such supplemental briefs,
unless otherwise requested and approved by the referee, shall be limited to fifteen (15)
8%" x 11" double-spaced pages with 1%-inch margins, number 12-point typeface, and
filed at such time requested by the referee. Any such supplemental briefs shall be filed
simultaneously by e-mail and regular mail upon the referee and opposing Party.

When all briefs have been filed, the referee will schedule oral argument on the issue(s) in
dispute.

After the completion of oral argument, the referee will prepare a proposed report in
accordance with RCW 4.48.70 and shall provide a copy of the proposed report to the
Parties.

In accordance with RCW 4.48.110, each Party shall have the right to suggest changes and
modifications to the proposed report. The referee will file the final report with the court
within twenty (20) days of the completion of the process under RCW 4.48.110.

Either Party may move the court to modify or set aside, in whole or in part, the final report
of the referee. If the court modifies or sets aside, in whole or in part, the final report of
the referee and makes another reference, then this Exhibit C shall also apply to such
reference.

Each Party shall be responsible for its own costs of the dispute resolution process
(including any judicial proceedings), and the Parties shall each pay one-half of the other
costs of the dispute resolution proceeding, including the fees of the referee and any
mutually agreed-upon experts. The fees of the referee shall be established in accordance
with RCW 4.48.100.

The Parties may mutually agree on an expert to advise the referee and, if such expert is
selected, the schedule set forth in Paragraphs 3-11 of this Exhibit C will be adjusted by
the referee in consultation with the Parties to accommodate receipt of the expert’s input.
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EXHIBIT D
EXAMPLES OF MANAGEMENT AGREEMENT SUBIJECTS

These examples are intended to inform as to the subjects and types of Management Agreements
as described in Section 17 (Cooperation; Management Agreements), contemplated or reasonably
anticipated and do not require or constrain the potential subject, topics, or purposes as related
to effectively executing the terms of the contract.

1) Revisions to Exhibits in this Agreement

2) Contacts and communications protocols

3) Emergency response protocols

4) Conservation coordination or cost-sharing

5) Changes to delivery points or pressures

6) Revisions to allocable cost centers, assets, or expenses

7) Revisions to indices used in rate setting

8) Shared use (e.g. wheeling) of Tacoma or Cascade facilities
9) Allocating consumption between 2025 Market-Priced and Wholesale agreements
10) Water quality monitoring protocols

11) Reimbursement agreements and terms

12) Meter and telemetry program updates

13) Operation and membership of the Technical Committee
14) Shortage management plans and coordination

15) Interconnection planning

16) Five-year reviews
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EXHIBIT E

SECTIONS 4.3 (VOTING), 7.8 (PAYMENT PROCEDURES — DEFAULT - STEP-UP
PROVISIONS), AND ARTICLE 9 (DURATION AND DISSOLUTION — WITHDRAWAL)
OF THE
JOINT MUNICIPAL UTILITIES SERVICES AGREEMENT

4.3 Voting.

All Board actions must be approved by Dual Majority Vote of all Members, except where this
Agreement requires either a 65% Dual Majority Vote, as provided in Sections 4.7, 5.5, 7.3, and 7.5; or
ratification by the Members’ legislative authority, as provided in Sections 9.3 and 9.4 and Article 10.
The Board may act by voice votes, as set forth in the ByLaws. Any Member may require a recorded
tabulation of votes either before or immediately after a voice vote is taken. Although voting is, in part,
based on Weighted Vote, the Members expressly agree that there is only one class of voting
membership, and voting occurs within that single class.

Any Member that has been declared to be in default of its obligations under this Agreement by the
Board shall lose its right to vote until the Board has declared the default to be cured.

7.8 Payment procedures — Default - Step-up provisions.
A. Invoice and Payment.

1. Cascade shall provide each Member with periodic invoices showing the Member Charges payable
by that Member for the billing period and the due date. Invoices shall be provided monthty or on other
such periodic schedule as determined by the Board, but no more frequently than monthly nor less
frequently than once every six months. The Board will determine a due date for allinvoices.

2. Payment of any and all invoices shall be due and payable on or before the due date, and shall be
made by wire transfer or such other means as are agreed to by Cascade and the Member. If a
treasurer, trustee, fiscal agent or escrow agent is appointed in connection with the issuance of
Bonds, Cascade may require, and specify on the invoice, that certain amounts be provided directly
to that person or entity, and the Member shall pay those amounts in the manner and to the person so
specified.

3. If full payment of any invoice is not received on or before the due date, such payment shall be
considered past due and a late payment charge shall accrue for each day that the invoice remains
unpaid. The late payment charge shall equal the product of the unpaid amount and an interest rate
established by the Board. Late payment charges shall continue to accumulate until the unpaid
amount of the invoice and all late payment charges are paid in full. Further, if an invoice or any portion
thereof remains unpaid for more than sixty (60) days after the due date, Cascade may pursue any
legally available remedy at law or equity for the unpaid amount, including without limitation, specific
performance and collection of the late payment charge. Cascade’s right to enforce payments in this
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regard may be assignhed to a treasurer, trustee, credit enhancement provider or other entity.
Furthermore, upon written notice, Cascade may reduce or suspend delivery of water until the invoice
and late payment charges are paid.

4. If any Member disputes all or any portion of an invoice, it shall notify Cascade immediately upon
receipt. If Cascade does not concur, the Member shall remit payment of the invoice in full,
accompanied by written notice to Cascade indicating the portions of the invoice that the Member
disputes and the reasons for the dispute. The Member and Cascade shall make a good faith effort to
resolve such dispute. If the Member fails to remit payment of the invoice in full pending resolution of
the dispute, the prevailing party in an action relating to the collection of that invoice shall be entitled
to reasonable attorney fees and costs.

B. Default and Step-Up.

1. If any Member fails to make any payment in full for more than fifty (50) days past the due date,
Cascade shall make written demand upon that Member to make payment in full within ten (10) days
of the date that the written demand is sent by Cascade. If the failure to pay is not cured within the ten
(10) day period, the Member shall be deemed to be in default.

2. Upon an event of default as described in subsection (B)(1) of this section, the other Members shall
pay Cascade (in addition to Member Charges otherwise due) the defaulting Member’s Member
Charges in proportion to each remaining Members’ Demand Share in accordance with a schedule
established by Resolution of the Board.

3. The payment of a proportionate share of the existing defaulted Member’s Member Charges by
Members shall not relieve the defaulting Member of its liability for those payments. Cascade shall
have a right of recovery from the defaulting Member on behalf of each Member. Cascade may
commence such suits, actions or proceedings at law or in equity, including but not limited to, suits
for specific performance, as may be necessary or appropriate to enforce the obligations of this
Agreement against any defaulting Member. Cascade’s right to enforce payments in this regard may
be assigned to a treasurer, trustee, credit enhancement provider or other entity. Amounts recovered
by Cascade as payment of amounts due shall be passed through to each Member in proportion to
the share that each assumed, in cash or in credit, against future Member Charges as the Board shall
determine.

4. The prevailing party in any such suit, action or proceeding, shall be entitled to recover its
reasonable attorney fees and costs.

Article 9. Duration and Dissolution - Withdrawal

9.1 Duration.

Except as provided in Section 9.3, Cascade shall remain in existence for the longer of the following:
(a) the period it holds any assets; (b) the period during which Bonds are outstanding; or (c) the period
it continues to include Members. [Res. 2012-06 8§ 1; Res. 2004-18 § 1. Formerly 10.1].
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9.2 Withdrawals.

A Member may notify Cascade of its intent to withdraw by delivery to Cascade of a Resolution of its
legislative authority expressing such intent. Upon receipt of such Resolution, the Member shall lose
its right to vote and the Board shall determine (a) the withdrawing Member’s allocable share of the
cost of the then-existing obligations of Cascade; and (b) the withdrawing Member’s obligations to
Cascade. “Then-existing obligations of Cascade” means obligations or costs incurred by Cascade as
of the date the Member’s withdrawal notice is received, including but not limited to, Bond obligations,
contract obligations, and cash financed capital projects; provided that a withdrawing Member’s
allocable share shallin no event include an obligation for future expenses for which Cascade has not
incurred a legal obligation; and provided furthet, that to the extent the Member’s obligation (with
respect to such costs) is re-paid over time, the Member shall be entitled to a credit for supply
abandoned by the Member and is otherwise used by Cascade. A “withdrawing Member’s obligation
to Cascade” includes but is not limited to, the Member’s share of fixed operating costs, any other
expenses contained in Cascade’s adopted budget for that year, and any assessments or other similar
charges lawfully imposed by Cascade. For purposes of the preceding sentence, “fixed operating
costs” shall be determined in the year of withdrawal, and the Member’s obligation with respect to
such costs shall be limited only to that amount required to pay for supply abandoned by the Member
and not otherwise used by Cascade.

The allocable share of cost or obligations shall be determined by the Board, taking into consideration
as deemed applicable by the Board: (a) the ratio of the Member’s Demand Share to total Member
demand; (b) the ratio of the Member’s contribution to Cascade revenue to total Cascade revenue
including RCFCs; {c) the cost or a portion of the cost of capital projects or facilities specially
benefiting the Member; and (d) and any other factor the Board deems appropriate to consider. The
Member’s withdrawal shall be effective on payment of such allocable share or provision for
arrangements to pay such allocable share that are satisfactory to the Board. Until the effective date
of withdrawal, the Member shall continue to comply with all applicable provisions of this Agreement.

Upon withdrawal, except as provided in an Asset Transfer Agreement, the withdrawing Member shall
have no right to, or interest in any Water Supply Assets owned by Cascade. The withdrawing Member
shall be deemed to have abandoned any and all rights to service, to the use of Cascade Water Supply
Assets or other rights with respect to Cascade (except as otherwise expressly provided in this
Agreement).

Notwithstanding the provisions of this Section 9.2, Cascade will, upon the withdrawal of a Member
that has transferred operational control and management of (but not title to) an Independent Supply
Asset to Cascade under Section 5.1, return operational control of such asset to the withdrawing
Member. Return of operational control and management will be subject to: (a) continued use by
Cascade, to the extent and for such time as the Board deems such use necessary for Cascade to
continue providing service to its Members; and (b) payment or provision for payment of any Cascade
costs, including but not limited to, those associated with the withdrawing Member’s Independent
Supply Asset.
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The Board may establish additional generally applicable conditions and requirements for
withdrawal. [Res. 2012-06 § 1; Res. 2004-18 § 1. Formerly 10.2].

9.3 Disincorporation.

Cascade may vote by a 65% Dual Majority Vote (as ratified within one hundred and twenty (120) days
of such Dual Majority Vote by 65% Dual Majority of the Members’ legislative authorities), to
disincorporate. Upon disincorporation except as provided in an Asset Transfer Agreement,
Cascade’s assets initially shall be held by its then current Members as tenants in common. Each
Member’s ownership interest must be based on that Member’s Demand Share as of the time of the
dissolution. Cascade’s liabilities (including Bonds and other contractual obligations) initially shall be
distributed based on Members Demand Shares as of the time of the disincorporation. Assets and
liabilities must be distributed in accordance with agreement or contract, under a voluntary mediation
process, or by a court of law. A court may appoint an arbitrator or special master. Distribution shall
be based on the best interests of efficient and economic water supply in the entire area served by the
Members, subject to a rebuttable presumption that Water Supply Assets will be returned to the
Member that originally transferred them to Cascade. That presumption may be overcome by a
showing that another asset distribution is in the best interests of efficient and economic water
supply. The proceeds of any sale of assets must be distributed among the then current Members
based on the Demand Shares at the time of disincorporation. [Res. 2012-06 § 1; Res. 2004-18 § 1.
Formerly 10.3].

9.4 Successor entity.

Notwithstanding the provisions of Section 9.3, upon a 65% Dual Majority Vote of the Board (as ratified
within one hundred and twenty (120) days of such Dual Majority Vote by 65% Dual Majority of the
Members’ legislative authorities), all assets, liabilities, and obligations of Cascade may be
transferred to any successor entity (including without limitation, a joint operating agency or other
municipal corporation, as permitted under state law), and all obligations of Members and parties
contracting with Cascade become obligations to the successor entity.
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EXHIBIT F
TACOMA'’S WATER RIGHTS
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MARKET-PRICED WHOLESALE WATER SUPPLY AGREEMENT

THIS AGREEMENT FOR THE SALE OF MARKET-PRICED WHOLESALE WATER (“Agreement” or “2025
Market-Priced Agreement”) is made and entered into as of this ____ day of ___ (“Effective
Date”), by and between the City of Tacoma, Department of Public Utilities, Water Division (“Tacoma”),
and Cascade Water Alliance, a joint municipal utilities services authority (“Cascade”). Tacoma and
Cascade are sometimes referred to collectively as the “Parties” and individually as a “Party.” This

Agreement is made with reference to the following facts:
RECITALS

A. WHEREAS, Tacoma is a municipality organized and operating under the laws of the State of
Washington and operates a water utility pursuant to RCW 35.92.010;

B. WHEREAS, pursuant to RCW 35.92.170-.200, Tacoma is authorized to operate a water utility outside
its geographical boundaries and to sell water to customers outside of Tacoma’s city limits;

C. WHEREAS, Cascade is a Washington municipal corporation organized under Chapter 36.106 RCW as
a joint municipal utilities services authority and operating as a water purveyor under the laws of the
State of Washington;

D. WHEREAS, the Parties entered into the 2005 Agreement for the Sale of Wholesale Water, dated
October 13, 2005 (“2005 Water Supply Agreement”) which was amended, restated, and
superseded in its entirety in 2012 (“2012 Water Supply Agreement”), under which Cascade would
pay an annual restructured payment, and through 2042, Cascade could request that Tacoma supply
Cascade all or a portion of eight (8) million gallons per day (“MGD”) wholesale water supply to serve
Cascade Members’ retail customers or for another direct use by Cascade or its Members, if
determined available by Tacoma in its sole discretion;

E. WHEREAS, Cascade currently contracts for 33.3 MGD of annual average wholesale block water from
City of Seattle Public Utilities (“Seattle Block Contract”) through 2039, at which time the Seattle
Block Contract capacity declines until reaching 5.3 MGD of annual average wholesale block water
by 2064, with an option for a new contract to continue 5.3 MGD thereafter;

F. WHEREAS, Cascade’s long-term planning projects small to moderate increases in total water
demand, consistent with current trends of increasing efficiency and urban densification, such that
Cascade also anticipates reduced peak factors as well as moderated demand forecasts in the future;

G. WHEREAS, in its long-term water supply planning, Cascade considered the options of extending the
Seattle Block Contract and of contracting with Tacoma for replacement of existing contract capacity
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and the impact of those options on the development schedule of the Lake Tapps Reservoir water
supply;

H. WHEREAS, Cascade holds the water rights to the water of the Lake Tapps Reservoir and Cascade’s
long-term water supply planning indicates that deferral of the development of the Lake Tapps
Reservoir water supply project has the potential to provide: (1) Cascade and the Puget Sound region
with flexibility in maintaining a long-term reliable supply portfolio; (2) a regional benefit through
more efficient use of existing available supplies and a revenue benefit for wholesale providers
during the deferral period; and (3) a financial and economic advantage to Cascade by spreading
capital costs over time;

I. WHEREAS, the Cascade Board of Directors directed staff to negotiate a market-priced wholesale
supply contract with Tacoma to allow a deferral of the Lake Tapps Reservoir supply system for an
extended period of time, foster regional connectivity, and enhance regional resiliency;

J. WHEREAS, Tacoma’s supply and demand projections from Tacoma’s integrated resource plan
indicate that sufficient supply will be available to meet the water resource needs of Cascade for the
foreseeable future; '

K. WHEREAS, Tacoma’s place of use for its water rights encompasses all areas designated as places of
use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW 90.03.386, and
Tacoma affirms that it has and will maintain the authority to supply water to Cascade for use within
the Cascade Members’ existing service areas;

L. WHEREAS, Tacoma and Cascade desire to enter into a long-term water supply relationship wherein
Tacoma may supply a portion of Cascade’s wholesale supply needs;

M. WHEREAS, the closure of a pulp and paper mill in September 2023 resulted in significant excess
supply and infrastructure capacity within the Tacoma water system;

N. WHEREAS, Cascade is willing to purchase and accept delivery of such wholesale water supply and
services from Tacoma as a direct wholesale customer of Tacoma in accordance with the terms and
conditions of the 2025 Agreement for Wholesale Water Supply Between the City of Tacoma,
Department of Public Utilities, Water Division and Cascade Water Alliance (“2025 Wholesale
Agreement”);

O. WHEREAS, Cascade and Tacoma desire to advance regional interconnections to create a more
resilient regional water supply system, better positioning the Puget Sound region to dynamically
adapt to changing conditions, including climate change, seismic events, water quality disruptions,
and droughts;
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P. WHEREAS, Cascade and Tacoma seek to make the most efficient use of available infrastructure and
supply in the region to avoid unnecessary premature development of additional regional water
supplies;

Q. WHEREAS, in order to accomplish the above and accommodate Cascade’s water supply needs
changing over time, Cascade and Tacoma contemplate entering two agreements: this Agreement
and a separate but related agreement, the 2025 Wholesale Agreement; and

R. WHEREAS, in order for Tacoma to deliver water supply to Cascade, Cascade is responsible for
constructing, at its cost, the facilities necessary to connect Cascade’s system with that of Tacoma.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and conditions herein contained,
the Parties agree as follows:

AGREEMENT

1. RESTATEMENT AND REPLACEMENT OF THE 2012 WATER SUPPLY AGREEMENT; SURVIVAL OF
RESTATED RESTRUCTURING PAYMENT

A. As long as the conditions precedent to performance and effectiveness are satisfied as
required by Section 2 (Conditions Precedent to Performance and Effectiveness) of this Agreement, from
and after the Effective Date, this Agreement fully restates, replaces, and supersedes the 2012 Water
Supply Agreement. For avoidance of doubt, Section 16 (Restated Restructuring Payment) of this
Agreement, which is an amended and restated Section 9 of the 2012 Water Supply Agreement, and
Cascade’s payment obligations under it, will remain in force and effect until fully satisfied by Cascade
by completion of payments as specified in Section 16 (Restated Restructuring Payment) of this
Agreement. This Agreement shall govern and control the Parties’ rights and obligations with respect to
the subject matter herein.

B. In the event that this Agreement is terminated for any reason whatsoever, whether as a
result of default by either Party or otherwise, before the end of the Term, Section 16 (Restated
Restructuring Payment) of this Agreement, along with any other terms and conditions of this Agreement
that must be reasonably construed to survive the expiration or termination of this Agreement in order
to give full force and effect to the intent of the Parties as set forth herein, shall survive the expiration
or termination of this Agreement, regardless of whether such survival is expressly specified.

C. The Parties agree that Tacoma has provided valuable consideration for the Restated
Restructuring Payment in Section 16 (Restated Restructuring Payment) of this Agreement.

D. Separately, each Party acknowledges and agrees that the compensation and benefits
specified herein constitute full, adequate, and sufficient consideration for this Agreement.
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2, CONDITIONS PRECEDENT TO PERFORMANCE AND EFFECTIVENESS

Neither Party is obligated to perform under this Agreement and, notwithstanding the Effective
Date or any other provision of this Agreement, including Section 24.B (Representations of the Parties),
this Agreement is not effective unless and until the 2025 Wholesale Agreement has been duly
authorized for execution by the Tacoma Public Utility Board, the Tacoma City Council, and the Cascade
Board of Directors and so fully executed as authorized. If any of the Tacoma Public Utility Board, the
Tacoma City Council, or the Cascade Board of Directors fails to authorize for execution the 2025
Wholesale Agreement and full execution is not accomplished as authorized, this Agreement and the
2025 Wholesale Agreement will be of no force or effect and the 2012 Water Supply Agreement will
remain in full force and effect and govern the Parties’ relationship with respect to the subject matter
thereof.

83 CONFLICTS BETWEEN AGREEMENTS

Cascade is purchasing water from Tacoma under two different timelines and pricing structures.
As such, two agreements govern these transactions: this Agreement and the 2025 Wholesale
Agreement. In the event of a conflict between Section 16 (Restated Restructuring Payment) of this
Agreement and any provision of the 2025 Wholesale Agreement, Section 16 (Restated Restructuring
Payment) of this Agreement shall prevail.

4. TERM OF AGREEMENT

The term of this Agreement (“Term”) will commence on the Effective Date, will cover the
provision of water from January 1, 2041 through December 31, 2062, and will end as of January 1, 2063,
unless terminated earlier under Section 34.H (Amendments) of this Agreement or extended by the
Parties through mutual written agreement.

5. DEFINITIONS AND RECITALS
A. Defined terms for this Agreement are in the attached Exhibit A.

B. Capitalized terms not otherwise defined in the body of this Agreement or in Exhibit A are
defined in the Wholesale Water Regulations. ’

C. The Recitals set forth above are hereby incorporated into and made a part of this
Agreement.
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6. EXHIBITS

This Agreement includes the Exhibits listed below, which are incorporated herein by this
reference and any reference in this Agreement to an “Exhibit” by letter designation or title shall mean
one of the Exhibits identified below. If there is a conflict between the provisions contained within the
body of this Agreement and the provisions of any Exhibit hereto, then the body of this Agreement shall
take precedence, govern, and control. The Exhibits to this Agreement are:

Exhibit A: Definitions

Exhibit B: Schematic of Example Wholesale Connections

Exhibit C: Dispute Resolution Procedures

Exhibit D: Examples of Management Agreement Subjects

Exhibit E: Sections 4.3 (Voting), 7.8 (Payment procedures — Default — Step-up

provisions), and Article 9 (Duration and Dissolution — Withdrawal) of the
Joint Municipal Utilities Services Agreement

Exhibit F: Tacoma’s Water Rights

Exhibit G: Market-Priced Wholesale Rate Methodology

7. MARKET-PRICED WHOLESALE SUPPLY
A. Water Rights

7.A.1. Tacoma’s place of use for its water rights encompasses all areas designated as
places of use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW
90.03.386. Tacoma affirms that it has and will maintain the authority to supply water to Cascade
for use within the Cascade Members’ existing service areas. Cascade covenants that it will
perform no act that will adversely impact Tacoma’s place of use or water rights associated with
the water to be supplied to Cascade under this Agreement.

B. Market-Priced Wholesale Water Service Commitments

7.B.1. Tacoma will provide a market-priced wholesale water supply commitment of up
to 12 MGD annual average and 17.5 MGD peak day supply of instantaneous, maximum flow
beginning on January 1, 2041 and extending through December 31, 2062 (“Market-Priced
Wholesale Water Supply”). Tacoma recognizes that Cascade may need to exceed flows above
17.5 MGD on a temporary basis for operational purposes, but Cascade will not exceed flows
above 17.5 MGD over a 24-hour period.
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7.B.1.1 Supply commitments greater than 17.5 MGD are limited by hydraulic
limitations on Tacoma’s Pipeline 5 and related wholesale and Regional Water Supply
System (“RWSS”) Partner supply obligations.

7.B.1.2 Tacoma, in its sole discretion, may consider whether the addition of
certain infrastructure will increase Tacoma’s ability to supply more than 17.5 MGD to
Cascade in the future.

7.B.2. Cascade will phase into delivery of the Tacoma supply capacity as Cascade’s
wholesale block water under the Seattle Block Contract declines. The phase-in will be defined
by Management Agreement under Section 18 (Cooperation; Management Agreements).

s Reliability

7.C.1. Tacoma will provide water supply to Cascade at the same reliability standard as
for its own system and consistent with its own system reliability.

7.C.2. Periodic shutdowns of Pipeline 5 will be needed for maintenance. These
shutdowns will be planned as reasonably as possible in advance, coordinated with Cascade, and
communicated in writing prior to the shutdown occurring. Except in the case of Uncontrollable
Forces, Tacoma will provide Cascade at least thirty (30) days advance notice pursuant to Section
31 (Notices) of a shutdown of Pipeline 5 for maintenance.

7.C.3. Cascade will have to use alternate sources of water during these shutdowns.
Cascade will be responsible for reliable transmission of the water supply from the delivery point
to its own service area. In order for Cascade to adequately plan its system for outages, Tacoma
will provide in advance to the extent possible, guidance as to reasonably expected outage
frequency, duration, and schedule.

7.C.4. In recognition that Cascade will be reliant on Tacoma water supply as its primary
source of supply, if mitigating for a planned outage causes Cascade to incur additional water
supply expenses, Cascade shall receive a credit against the Market-Priced Fixed Monthly Charge.
A credit under this Section 7.C.4 will only be available for an outage that is greater than two (2)
weeks and will not exceed the amount Cascade otherwise would have paid under this
Agreement for a period of four (4) months. Prior to credits being provided, Cascade will provide
Tacoma documentation on the supplier, costs, and quantity of water that Cascade purchased as
a result of a Tacoma outage.
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8. MARKET-PRICED WHOLESALE WATER SERVICE

A, The Market-Priced Wholesale Water Supply shall be provided to Cascade as wholesale
water service subject to and in compliance with the Wholesale Water Regulations, Applicable Law,
Prudent Utility Practices, and the terms and conditions of this Agreement (“Market-Priced Wholesale
Water Service”). Except as otherwise provided by this Agreement, service to Cascade shall be subject
to and governed by the Wholesale Water Regulations. If, however, there is an express conflict or
inconsistency between the terms and conditions of this Agreement and the terms and conditions of the
Wholesale Water Regulations, then the terms and conditions of this Agreement shall take precedence,
govern, and control.

B. Tacoma shall provide the Market-Priced Wholesale Water Service to Cascade with the
same degree of reliability and certainty of supply as water provided by Tacoma to its existing wholesale
and retail customers (including limitations thereof, such as provisions of the Wholesale Water
Regulations pertaining to interruption of service). The Market-Priced Wholesale Water Service
prdvided to Cascade is solely for the purpose of allowing Cascade Members to serve their retail
customers or for wholesale resale, and related incidental and operational uses, as expressly provided
for in Section 9 (Use of Water and Other Supply Agreements). It is not intended to provide fire flows or
meet short-term needs for fire suppression, and Tacoma does not warrant that the flow or pressure of
the Market-Priced Wholesale Water Service provided to Customer will be adequate for fire suppression
purposes. Cascade acknowledges that Cascade and its Members are solely responsible for compliance
with Applicable Law related to fire flows and fire suppression. The Parties acknowledge that Market-
Priced Wholesale Water Service is inherently subject to disruption, interruption, suspension,
curtailment, and fluctuation. Tacoma shall not have any liability to Cascade or any other Person for any
disruption, interruption, suspension, curtailment, or fluctuation in the Market-Priced Wholesale Water
Service, except as otherwise provided for in this Agreement.

4. USE OF WATER AND OTHER SUPPLY AGREEMENTS

A. All water supplied to Cascade under this Agreement is provided with the intent to serve
Cascade Members’ retail and wholesale customers, and related incidental and operational uses, within
all areas designated as places of use in Tacoma’s Water Rights attached as Exhibit F and as allowed
under RCW 90.03.386.

B. Unless Tacoma provides prior written approval to Cascade, Cascade may not sell water
supplied under this Agreement, or water from their respective independent supplies offset by water
supplied under this Agreement, to any party who is a Tacoma wholesale customer at the time Cascade
seeks to sell water to such party. Cascade or Cascade Members may sell water supplied under this
Agreement, or water from their respective independent supplies offset by water supplied under this
Agreement, for wholesale purposes to non-Cascade members only as follows:

Page 9 of 80 Market-Priced Wholesale Water Supply Agreement



CONFIDENTIAL DRAFT - 01/17/2025 — PROTECTED UNDER THE DELIBERATIVE PROCESS EXEMPTION

9.B.1. For temporary emergency purposes; or

9.B.2. For wholesale services to utilities within all areas designated as places of use in
Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW 90.03.386.

C. The limitations in Section 9.B may be revised or changed per negotiated and written
agreement of the Parties.

D. Water supplied under this Agreement may not be delivered outside the authorized place
of use in Tacoma’s Water Rights attached as Exhibit F and as allowed under RCW 90.03.386.

10.  COST RECOVERY
A. Charges and Ratemaking

10.A.1. Charges for Market-Priced Wholesale Water Service under this Agreement shall
be set in accordance with the “Utility-Basis Approach” of ratemaking as generally described in
the American Water Works Association (“AWWA”) M1 manual “Principles of Water Rates, Fees
and Charges, Seventh Edition.” The methodology consists of the following general elements:

10.A.1.1 Define Rate Base - Utility Assets allocable to Cascade are identified
and costs are quantified based on depreciated original cost.

10.A.1.2 Determine Annual Capital Cost Recovery - Capital costs include
annual depreciation of the rate base plus return on rate base. Return on rate base is
determined by multiplying a rate of return times the rate base.

10.A.1.3 Operating Expenses - Operating expenses are determined based
on an allocation of applicable utility operating, maintenance, and administrative costs,
including applicable taxes.

10.A.1.4 The total amount used to determine charges to Cascade consists
of the sum of capital costs and operating expenses and establishes the basis for
applicable charges.

10.A.15 The market-priced wholesale rate design is set to recover 25% of
the total allocated cost through a monthly fixed charge and 75% through a volume
charge, unless an alternate methodology is agreed upon by both Parties under Section
10.B (Changes in Methodology).

10.A.2. The specific methodology employed to determine annual rates and resulting
charges to Cascade under this Agreement is defined in Exhibit G, including appendices
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illustrating the calculation of the annual allocated costs and rates based on current costs. The
methodology contained in Exhibit G may be revised by written agreement of the Parties, as
provided in Section 10.B (Changes in Methodology).

B. Changes in Methodology

10.B.1. The rates computed using the methodology in Exhibit G will change as Tacoma’s
underlying costs and Cascade’s proportional share of those costs change. Where needed, this
methodology may be amended by Management Agreement, with the following exceptions:

10.B.1.1 The mark-up for administrative and overhead costs shall be the
lesser of the currently calculated amount, or thirty (30) percent of allocated operating
and maintenance costs.

10.B.1.2 The mark up for the Gross Earnings Tax on Utilities shall be the
amount needed to recover the lesser of the currently adopted rate or eight (8) percent.

C. Payments and Billing

10.C.1. Amounts due Tacoma from Cascade for the Market-Priced Wholesale Water
Service shall be determined, billed, and collected by Tacoma and paid by Cascade in accordance
with the procedures for billings, collections, and payments set forth in the Wholesale Water
Regulations. Tacoma shall utilize regular meter reads secured from SCADA signals to calculate
a statement of charges for water service. In the event SCADA signals are unavailable, monthly
manual reads will be used until such time that SCADA signals are restored.

10.C.2. During the term of this Agreement, for billing purposes, Tacoma shall apportion
water between the 2025 Market-Priced Agreement and the 2025 Wholesale Agreement through
the following procedure on a monthly basis.

In each month, water use is apportioned to this Agreement up to a maximum of 17.5 MGD per
month (“Market-Priced Agreement Monthly Cap”). The exact volume varies depending on the
number of days in the month or billing period. These volumes will be billed pursuant to the
Market-Priced Agreement Volumetric Rate. Water use under this Agreement may not exceed
4,380 million gallons (“MG”) in any calendar year (“Market-Priced Agreement Annual Cap”).

Water use above the Market-Priced Agreement Monthly Cap in any month will be apportioned
to the 2025 Wholesale Agreement for the duration of that month. Any water use after the
Market-Priced Agreement Annual Cap has been exceeded in any calendar year will also be
apportioned to the 2025 Wholesale Agreement for the duration of that calendar year. These
volumes will be billed pursuant to the Wholesale Winter and Summer Volume Charges.
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In no day or month shall water use exceed the combined Market-Priced Agreement Maximum
Flow (17.5 MG) and 2025 Wholesale Agreement Maximum Flow (15 MGD) of 32.5 MGD.

The following Table 1 (Usage Limits) shows the usage limits under this Agreement and the 2025
Wholesale Agreement.

Table 1
Usage Limits
Market-Priced Agreement Annual Cap 4,380 MG
Market-Priced Agreement Monthly Cap Billings Days x 17.5 MGD
Market-Priced Agreement Maximum Flow 17.5 MGD
2025 Wholesale Agreement Maximum Flow 15 MGD

10.C.3. Tacoma shall provide a monthly invoice documenting the apportionment of
Actual Consumption between this Agreement and the 2025 Wholesale Agreement.

10.C.4. Cascade shall treat the payment of invoices as expenses paid out of its gross
revenues, as defined in Cascade’s bond covenants.

D. Capacity Reservation Fee (“CRF”)

10.D.1.For the period between the execution of this contract and the beginning of water
delivery, Tacoma may charge a CRF to Cascade.

10.D.2.The purpose of the CRF is to acknowledge the opportunity cost incurred by
Tacoma to reserve system capacity for Cascade for the period of time that Cascade is not

receiving water.

10.D.3.The CRF will be billed annually each January starting in 2026, terminating after
December 31, 2040.

10.D.4.CRF payments made to Tacoma shall be credited toward future payments due
from Cascade to Tacoma in the following manner:

10.D.4.1 50% of the cumulative CRF revenue collected by Tacoma between
2026 and 2040 will be recorded as an available rate credit to be applied toward future
volumetric payments associated with this Agreement.

10.D.4.2 When available, CRF credits will be applied only against no more
than 50% of the volumetric component of the monthly bill.
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10.D.4.3 CRF credits may not be used to offset the Market-Priced Fixed
Monthly Charge or the Restated Restructuring Payment in Section 16 (Restated
Restructuring Payment).

10.D.5.Schedule of CRF Payments

Cascade will pay to Tacoma the CRF per the following Table 2 (Capacity Reservation Fee
Payments):

Table 2
Capacity Reservation Fee Payments

Capacity
Reservation Fee

Year

87,000

87,000
116,000
145,000
145,000
174,000
174,000
203,000
203,000
232,000
232,000
261,000
261,000
290,000
290,000

€A |0 | 6H | |6F |6R |67 |60 |60 |65 |65 |69 (&0 | &

E. Annual Reconciliation

10.E.1. Provided that agreed upon cost indices are applied to establish operations and
maintenance costs and return on rate base, and given that capital costs will include construction
work in progress (“CWIP”), the Parties agree that annual reconciliation is not needed.

11. MARKET-PRICED WHOLESALE WATER SUPPLY DELIVERIES

From and after January 1, 2041, the Market-Priced Wholesale Water Supply shall be made
available to Cascade at the Supply Service Connections. The delivery and receipt of water that satisfies
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regulatory water quality standards pursuant to Section 14 (Water Quality and Fluoridation) below, and
the transfer of title to and custody and control of such water, shall occur at the Supply Service
Connections. Standards for flow and pressure shall be developed by Management Agreement. Upon
Cascade’s acceptance of such water at the Supply Service Connections, Cascade assumes full
responsibility for such water, its quality, and the means, methods, and facilities necessary to connect,
receive, transport, deliver, and use such water as a source of water for resale by Cascade to Cascade’s
Members.

12. WHOLESALE WATER SUPPLY SERVICE CONNECTIONS AND INTERCONNECTION FACILITIES

A. Tacoma shall be responsible for the maintenance and operation of the Supply Service
Connections in a manner that is consistent with Applicable Law and Prudent Utility Practices. If at any
time during the Term Tacoma determines a need to upgrade, replace, or modify any of the Supply
Service Connections, in whole or in part, Tacoma shall so notify Cascade, and cause such upgrade,
replacement, or modification to occur at such time, place, and manner and with such labor, design,
materials, and equipment as Tacoma shall determine, in its sole discretion. The cost to upgrade,
replace, or modify any of the Supply Service Connections will be the responsibility of Cascade. Such
capital costs paid by Cascade to Tacoma are considered funds provided in aid of construction. No
wholesale service connections other than the Supply Service Connections are authorized by this
Agreement, and no other such connections shall be allowed without a subsequent and separate written
agreement between the Parties. Neither Party shall be obligated to agree to or execute any agreement
or permit with the other Party to construct or use any additional wholesale service connection.

B. Cascade shall, at its expense, cause the Interconnection Facilities to be constructed,
operated, tested, maintained and available for normal and reliable commercial operations within the
range of operating conditions specified in this Agreement. Cascade shall submit to Tacoma for review
and approval the designs, specifications, and construction schedule for any material repairs or
replacements of the Interconnection Facilities, or for any expansions, improvements, or upgrades of
the Interconnection Facilities. Tacoma will not unreasonably delay its review of the designs,
specifications, and construction schedule submitted to it by Cascade and will not unreasonably withhold
its approval of such designs, specifications, and construction schedule. Cascade will not commence any
such repairs, replacements, expansions, improvements, or upgrades of the Interconnection Facilities
unless and until Cascade has received approved designs, specifications, and construction schedule from
Tacoma. Cascade shall construct and operate the Interconnection Facilities in a manner that is
consistent with Applicable Law; the approved designs, specifications, and construction schedule; the
provisions of all permits, regulatory approvals, and agreements governing the construction and
operation of the Interconnection Facilities; and Prudent Utility Practices. Cascade shall own the
Interconnection Facilities and shall, in all respects, be responsible for the design, function, capacity, and
sufficiency of the Interconnection Facilities and the normal and reliable commercial operation thereof.
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C. Without limiting the generality of the foregoing, Cascade shall:

12.C.1. be responsible for the operation and control of the Cascade Isolation Valve and
~ any pressure-reducing valves, controllers, pedestals, and boxes operated by Cascade as part of
the Interconnection Facilities; and

12.C.2. provide a sufficient permitted discharge location for sump pump discharge for
the Supply Service Connections vault.

D. If, at any time or from time to time during the Term, Tacoma determines a need to repair,
maintain, replace, renew, expand, or improve any of Tacoma’s infrastructure, facilities, or systems and
such work requires the relocation of all or any portion of the Interconnection Facilities, Tacoma shall
provide reasonable advance notice, as is practicable under the circumstances, prior to the
commencement of such work, and request by written notice to Cascade that Cascade relocate such
Interconnection Facilities so as to accommodate the time, place, and manner of Tacoma’s work. Upon
receipt of such notice from Tacoma, Cascade shall promptly so relocate such Interconnection Facilities
at Cascade’s sole cost and expense.

E. Tacoma shall include Cascade in planning processes that directly relate to the Supply
Service Connections. Cascade shall include Tacoma in planning processes that directly relate to the
Interconnection Facilities. After Cascade’s Tacoma-Cascade Pipeline Facilities Plan is finalized, the
Parties shall enter into a Management Agreement to address Cascade’s Interconnection Facilities and
Tacoma’s Supply Service Connections to minimize the potential for relocations under Section 12.D.

13. METER AND TELEMETRY EQUIPMENT

A. Tacoma shall, at Cascade’s expense, provide for the procurement, installation, repair,
replacement, calibration, and testing of the Meter and Telemetry Equipment as may be required at any
time or from time to time during the Term. Such capital costs paid by Cascade to Tacoma are considered
funds provided in aid of construction. Cascade shall provide, at its expense, a sufficient and reliable
source of power and communications to the Meter and Telemetry Equipment. Tacoma shall determine
the size of the Meter and Telemetry Equipment and the flow range within which the Meter and
Telemetry Equipment must operate.

B. Tacoma shall perform the calibration and testing of the Meter and Telemetry Equipment.
During the Term, Tacoma shall periodically test the Meter and Telemetry Equipment for accuracy, and
the results of such testing shall be made available to Cascade. Cascade may also test the Meter and
Telemetry Equipment at any reasonable time and at Cascade’s expense. The results of any Meter and
Telemetry Equipment test conducted by Cascade shall be made available to Tacoma at no charge. A
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Meter and Telemetry Equipment accuracy measurement consistent with AWWA specifications or better
shall be considered within calibration tolerance.

C. If a Party shall require access to any area under the care, custody, or control of the other
Party for purposes of this Section 13.C, then such Party may request such access, subject to the other
Party’s prior approval, which such approval shall not be unreasonably withheld, conditioned, or
delayed.

D. Cascade may request that Tacoma test the Meter and Telemetry Equipment. If the test
discloses the Meter and Telemetry Equipment is accurate within the AWWA specifications, Cascade will
be billed for the test and Cascade’s water bill will not be adjusted. If the test discloses the Meter and
Telemetry Equipment is not accurate within the AWWA specifications, Cascade’s water bill will be
adjusted and Cascade will not be billed for the test. Cascade will be credited for excess payments made
by Cascade to Tacoma because of reads from inaccurate Meter and Telemetry Equipment. Cascade will
owe Tacoma for water received but not paid for by Cascade because of reads from inaccurate Meter
and Telemetry Equipment.

14, WATER QUALITY AND FLUORIDATION

A. Tacoma shall be responsible for water quality within the Tacoma Water System, and it
shall supply water to Cascade that meets or exceeds federal and state drinking water quality standards,
as those standards may change from time to time. Tacoma shall provide Cascade with notice under
Section 32 (Notices) within five (5) days of discovery of a water quality exceedance that Tacoma is
required to report to the Washington State Department of Health or other Governmental Authority.
Cascade and its Members shall be responsible for water quality within the Cascade Water System.

B. Tacoma shall also be responsible for the fluoridation of the water within the Tacoma
Water System. If Cascade prefers non-fluoridated water, the removal of fluoride will be Cascade’s
responsibility and at Cascade’s expense. If Tacoma, in its sole discretion, elects to discontinue
fluoridation within the Tacoma Water System and Cascade would like to provide fluoridated water to
its customers, the addition of fluoride will be Cascade’s responsibility and at Cascade’s expense.
Tacoma shall provide Cascade as much notice as is practicable.

15. WATER MANAGEMENT AND SCHEDULING

A On or before April 1 of each year during the Term, Cascade shall provide Tacoma with a
Draft Operating Plan. At a minimum, the Draft Operating Plan shall contain Cascade’s projected weekly
water use from June 1 of the current year to June 30 of the following year. Water use projections should
include water from any and all valid agreements Tacoma has with Cascade.
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B. Cascade will provide Tacoma with a forecasted water use schedule for the Term as part
of the Parties’ five-year reviews pursuant to Section 20 (Review and Updates of Agreement) of this
Agreement.

C. Prior to 10:00 a.m. on any Thursday during the Term, Cascade may submit to Tacoma, in

the manner and in the form established by Tacoma, a schedule for wholesale water deliveries for the
following seven (7) days (“Schedule”). The Schedule shall contain at a minimum a uniform rate of water
deliveries for each day of the Schedule and shall take effect on the day following the Thursday the
Schedule is submitted. Schedules so submitted shall remain in effect until replaced by a subsequent
Schedule submitted in accordance with this Section 15.C.

D. The Parties agree to jointly develop and maintain operating protocols for items ihcluding
the scheduling of water demand to ensure consistent flow control and treatment, routine operational
communication, emergency shutdown, emergency contacts, and other items the Parties determine
appropriate (“Operating Protocols”). The Operating Protocols shall be subject to Tacoma’s approval,
which such approval shall not be unreasonably withheld, conditioned, or delayed.

E. Tacoma reserves the right to modify, suspend, change, or amend Schedules and
Operating Protocols as necessary to comply or conform with this Agreement, the Wholesale Water
Regulations, Applicable Law, or Prudent Utility Practices, or to respond to Uncontrollable Forces.
Tacoma will provide Cascade with thirty (30) days’ advance notice of any modifications, suspensions,
changes, or amendments to the Operating Protocols; provided, however, if the need to modify,
suspend, change, or amend the Operating Protocols is attributable to Uncontrollable Forces, then
Tacoma shall provide as much notice as is practicable under the circumstances.

16. RESTATED RESTRUCTURING PAYMENT: AMENDED AND RESTATED SECTION 9 OF THE 2012
WATER SUPPLY AGREEMENT

A The Restated Restructuring Payment shall be paid by Cascade to Tacoma, in annual
installments each year starting on January 1, 2026, as an Annual Restated Restructuring Payment in the
amount set forth on the following payment schedule (“Payment Schedule”).

16.A.1. At its option, starting with the Annual Restated Restructuring Payment due on
January 1, 2030, Cascade may pay the Optional Payoff Amount identified in Table 3
(Restructured 2012 Agreement Payments Schedule and Amounts) below in advance of the due
date for each annual payment. Cascade’s payment of the Optional Payment Amount in advance
of the corresponding due date identified in Table 3 (Restructured 2012 Agreement Payments
Schedule and Amounts) would satisfy the remainder of Cascade’s obligations under this Section
16 (Restated Restructuring Payment).
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Table 3

Restructured 2012 Agreement Payments
Schedule and Amounts

New Optional

Year Payment Payoff

Schedule Amount
2026 $2,383,546 N/A
2027 $2,482,347 N/A
2028 $2,553,206 N/A
2029 $2,625,101 N/A
2030 $3,413,588 | $29,772,406
2031 $3,413,588 | $27,676,759
2032 $3,413,588 | $25,476,330
2033 $3,413,588 | $23,165,880
2034 $3,413,588 | $20,739,907
2035 $3,413,588 | $18,192,635
2036 $3,413,588 | $15,518,000
2037 $3,413,588 | $12,709,633
2038 $3,413,588 $9,760,848
2039 $3,413,588 $6,664,623
2040 $3,413,588 $3,413,588

16.A.2. The Annual Restated Restructuring Payment for 2026 shall be due and payable
by Cascade on or before January 31, 2026. Thereafter, on or before January 31 of each year of
the Term, Cascade shall pay to Tacoma the Annual Restated Restructuring Payment identified in
the Payment Schedule for that year. Upon not less than fifteen (15) days’ advance notice to
Tacoma, Cascade may in any given year during the Term prepay without penalty the next
successive Annual Restated Restructuring Payment to be due pursuant to the Payment
Schedule, and any amounts so prepaid shall be applied by Tacoma to the next successive Annual
Restated Restructuring Payment to become due and payable pursuant to the Payment Schedule.

16.A.3.If full payment of any Annual Restated Restructuring Payment is not received by
Tacoma on or before the date due, such payment shall be considered past due, and the unpaid
amount shall accrue interest, from the date due until the date paid, at a rate per day equal to a
four (4) percent annual interest rate.

16.A.4. Cascade irrevocably waives any and all defenses available to it at law or in equity
relating to the determination, collection, or enforcement of the Restated Restructuring
Payment.
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17.

16.A.5. Cascade hereby covenants and agrees that under the 2012 Joint Municipal
Utilities Services Agreement (“2012 Joint Agreement”), it has established, maintained, and
collected, or, if necessary, shall establish, maintain,_and collect, rates and charges for water and
other services, facilities, and commaodities sold, furnished, or supplied by it to Cascade Members
which rates are, or shall be, adequate to provide revenues sufficient to enable Cascade to make
the payments required to be made pursuant to the terms of this Agreement, including the
Restated Restructuring Payment, and to pay all other charges and obligations payable from or
constituting a charge or lien upon such revenues. Furthermore, Cascade covenants that it has
established default and step-up provisions that require other Cascade Members to pay Cascade
(in addition to Member Charges otherwise due) the defaulting Member’'s Member Charges
adequate to provide revenues sufficient to enable Cascade to make the payments required to
be made pursuant to the terms of this Agreement, including the Restated Restructuring
Payment, and to pay all other charges and obligations payable from or constituting a charge or
lien upon such revenues. See Section 7.8 (Payment procedures — Default — Step-up provisions)
of the 2012 Joint Agreement, attached to this Agreement as Exhibit E.

16.A.6. The Restated Restructuring Payment is not a payment made pursuant to a
wholesale “rate” or derived from any such rate, charge, or fee for the sale of water to Cascade
or to any other Person. The Restated Restructuring Payment is not due or made pursuant to a
sale of water, nor is such payment made in consideration of, dependent or contingent upon, or
in any way connected with, the sale of water to Cascade or to any other Person. As stipulated
in Section 1.C, Tacoma has provided valuable consideration for the Restated Restructuring
Payment.

CONSERVATION AND PLANNING
A. Coordination and Planning

17.A.1.The Parties shall seek to coordinate regional supply, planning, scheduling, and
operational programs that promote efficient use of water supplies, facilities, finances, and staff
resources. In addition to the obligations in Section 12.E, Tacoma may include Cascade in the
development of its planning documents, including review of Tacoma’s water system plan, and
Cascade may include Tacoma in the development of its planning documents, including review
of Cascade’s water system plan. If requested by either Party, the other Party may participate in
the planning and implementation process for conservation programs as they are developed and
will share available conservation resources where beneficial to both Parties. In the event there
is a water shortage or drought that requires Tacoma to institute water rationing or water use
restrictions, Tacoma may institute reductions to deliveries of the Market-Priced Wholesale
Water Supply consistent with the Wholesale Water Regulations and Prudent Utility Practices.
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B. Conservation and Water Efficiency

17.B.1. Each Party is committed to the principles of water conservation and each intends
to achieve its anticipated savings by implementing water conservation programs either
unilaterally or in partnership with other agencies.

17.B.2. Each Party will be separately responsible for funding and administrating their
respective water conservation programs.

17.B.3. While maintaining separate programs, the Parties will seek to coordinate regional
supply, planning, scheduling, and operational programs that promote efficient use of water
supplies, facilities, finances, and staff resources. The Parties will also share available
conservation resources where beneficial to both Parties.

17.B.4. In the event that there is a water shortage or drought that requires Tacoma to
institute water rationing or water use restrictions, the provisions of Section 17.C (Shortage
Management) shall govern.

C. Shortage Management

17.C.1. Each Party recognizes its obligations to plan for water supply and distribution in
compliance with the State Department of Health and water system planning regulations.

17.C.2. The Parties shall coordinate the development, adoption, and implementation of
their respective water shortage response plans and those elements of overlapping
responsibilities.

17.C.3. Cascade will, to the degree necessary (and, while the Seattle Block Contract is in
effect, consistent with Cascade’s obligations to Seattle Public Utilities under the Seattle Block
Contract), update its water shortage response plan for consistency with Tacoma’s.

17.C.4. Once Cascade has begun to materially utilize Tacoma water (greater than five (5)
MGD annual average), Cascade will initiate its water shortage response plan when Tacoma
declares a water shortage. Cascade’s response will be generally consistent with Tacoma’s
actions and level of demand reduction targeted.

17.C.5. During any such shortage, the Market-Priced Fixed Monthly Charge imposed by
Tacoma under Section 10.C (Payments and Billing) will be reduced on a percentage basis by a
level consistent with the level of demand reduction targeted.
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17.C.6. Before invoking their respective water shortage response plans, the Parties shall
communicate with each other concerning current and projected water supply conditions with
adequate lead time for both Parties to manage the shortage.

17.C.7.Tacoma has negotiated agreements for the long-term preservation and
enhancement of watersheds and in-stream beneficial uses and habitat. Such agreements have
direct bearing on decisions to curtail the amount of water available for munitipal and industrial
water supply in any given season. Any water use restrictions imposed under the terms of such
agreements shall be borne proportionately by Tacoma, its other wholesale customers, and
Cascade.

17.C.8. Emergency shutdowns by either Party must be immediately communicated by
phone with a follow-up written communication.

17.C.9. The Parties will further develop communication and operational protocols for
shortages, supply disruptions, and/or emergencies in a Management Agreement.

18. COOPERATION; MANAGEMENT AGREEMENTS

A. The Parties agree that in taking actions or making determinations required or provided
for under this Agreement, each Party shall act in fairness and in good faith, as set forth in Section 31
(Prudent Utility Practices and Good Faith) of this Agreement. The Parties will cooperate and use
Prudent Utility Practices to facilitate the implementation of all aspects of this Agreement.

B. The Superintendent of Tacoma Water and the Chief Executive Officer of Cascade are
authorized, at their discretion, to negotiate, mutually agree to, and execute written agreements
referred to as “Management Agreements” pertaining to the implementation or administration of this
Agreement to address more specific details of technical and operational aspects of this Agreement in a
manner consistent with the terms of this Agreement. Examples of subjects where Management
Agreements may be appropriate (without limitation) are provided in Exhibit D. Reference to
Management Agreements in any section of this Agreement is not intended to limit the authorization
under this Section 18.B.

C. A Management Agreement under this Section 18 (Cooperation; Management
Agreements) may not amend, modify, or waive any provision of this Agreement. Any amendment or
modification of this Agreement must be set forth in a written instrument that meets the requirements
of Section 34.H (Amendments) of this Agreement. Any waiver of any term, condition, or provision of
this Agreement must be set forth in a signed writing that meets the requirements of Section 34.D
(Waiver).
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19, TECHNICAL COMMITTEES

Technical Committees comprised of the Parties’ staff will address day-to-day operational issues.
Finance cost and rate issues will be addressed independently between the Superintendent of Tacoma
Water and the Chief Executive Officer of Cascade, or their respective designees as provided for in
written notice to the other. It is recognized that daily operation of the Tacoma Water System and
implementation of this Agreement may require direct communication and coordination between
Tacoma staff and the staff of Cascade or Cascade Members. The Parties may establish any desired
communication or coordination and claim protocols by Management Agreement.

20. REVIEW AND UPDATES OF AGREEMENT

In recognition that emergent issues after the Effective Date may cause the Parties to mutually
desire to update this Agreement, the Parties shall meet to jointly review this Agreement at least every
five (5) years beginning in 2029 and ending no earlier than 2059.

21. REGULATORY COMPLIANCE

The Market-Priced Wholesale Water Service is provided subject to Applicable Law (including
permits, authorizations, and the jurisdiction of a Governmental Authority to issue orders and
regulations regarding the Wholesale Water Service and Wholesale Water Supply). Cascade understands
and agrees that Tacoma must comply with all such laws, permits, authorizations, orders, and
regulations, and that such laws, permits, authorizations, orders, and regulations are an Uncontrollable
Force to the extent that they affect the ability of Tacoma to fulfill its obligations under this Agreement.

22. NO RIGHT OR CLAIM TO WATER RIGHTS

By this Agreement, Cascade secures a contractual right to receive Market-Priced Wholesale
Water Service and to accept delivery from Tacoma of the Market-Priced Wholesale Water Supply as a
wholesale customer. By this Agreement, Cascade acquires no right, title, or interest in or to (a) any
water supply resources, storage, pipelines, infrastructure, facilities, equipment, or other items owned
or controlled by Tacoma (including the Supply Service Connections and the Meter and Telemetry
Equipment), or (b) any water rights, water claims, water permits, or water certificates.

23. MUTUAL RELEASE

Except and only as otherwise specifically provided by this Agreement, as of the Effective Date,
each Party fully, unconditionally, and irrevocably quits, releases, surrenders, and discharges the other
Party from any and all claims, liens, demands, actions, costs, losses, expenses, harm, damages, and
liability (including, but not limited to, attorneys’ fees) of any kind or character now or hereafter asserted
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or arising directly or indirectly from, on account of, or in connection with the 2005 or 2012 Water Supply
Agreements.

24, REPRESENTATIONS OF THE PARTIES

A Each Party is duly authorized and validly existing under the laws of the State of
Washington, is authorized to exercise its powers, rights and privileges under those laws, is in good
standing in the State of Washington, and has full power and authority to carry on its business as
presently conducted, to execute this Agreement, and to perform the transactions on its part as
contemplated by this Agreement.

B. The execution, delivery, and performance of this Agreement, and the consummation of
the transactions contemplated hereby, have been duly authorized by the appropriate board or council,
and no other act or proceeding on the part of any Party is necessary to authorize this Agreement, or
the transactions contemplated hereby.

C. The execution, delivery, and performance of this Agreement by each Party does not: (a)
contravene Applicable Law; or (b) conflict with or result in a breach of or default under any material
agreement or instrument to which any Party is a party or by which it is bound.

D. There are no other actions, suits, claims, or proceedings pending or, to the best of each
Party’s knowledge, threatened against either Party that is likely to impair the consummation or the
transactions contemplated hereby.

25. TITLE; RISK OF LOSS

A. Title to and risk of loss of water delivered by Tacoma to Cascade pursuant to Section 11
(Market-Priced Wholesale Water Supply Deliveries) shall pass from Tacoma to Cascade at the Supply
Service Connections.

B. Title to the Supply Service Connection and the Meter and Telemetry Equipment shall be
vested in Tacoma. Except as otherwise provided in Section 13 (Meter and Telemetry Equipment),
Cascade shall have no right to operate, suspend, curtail, design, construct, test, maintain, repair,
improve, replace, or use the Supply Service Connections or the Meter and Telemetry Equipment. Title
to the Interconnection Facilities shall be vested in Cascade. Tacoma shall have no right or responsibility
to operate, suspend, curtail, design, construct, test, maintain, repair, improve, replace, or use the
Interconnection Facilities.
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26. INDEMNITIES

A Cascade shall defend, indemnify, and hold each and all of the Tacoma Indemnitees
harmless from and against any and all claims, liens, demands, actions, losses, damages, costs, expenses,
and liabilities (including attorneys’ fees) (collectively, “Cascade Claims”) arising directly or indirectly
from or in connection with:

26.A.1.the transportation, storage, sale, delivery, or use by Cascade of any water
delivered to Cascade in compliance with all applicable regulatory standards and in accordance
with this Agreement;

26.A.2.any harm to Persons or damage to property caused by Cascade (or any of
Cascade’s agents, servants, employees, consultants, contractors, subcontractors (of any tier), or
representatives) in connection with the exercise of Cascade’s rights or obligations arising under
this Agreement;

26.A.3. breach or default by Cascade under the Four Cities Agreement;

26.A.4. any material breach, failure of, inconsistency, inaccuracy, or default in any one or
more representations made by Cascade in Section 24 (Representations of the Parties);

26.A.5. any failure of Cascade to perform or comply with any one or more obligations,
made or arising under this Agreement;

26.A.6.the negligent, reckless, or otherwise tortious acts or omissions of Cascade, or
anyone retained or employed by Cascade (including any of Cascade’s agents, servants,
employees, consultants, contractors, subcontractors (of any tier), or representatives), in
performance of this Agreement;

26.A.7.the use or resale of the Market-Priced Wholesale Water Supply for fire flows or
fire suppression purposes that is contrary to Section 8.B (Market-Priced Wholesale Water
Service) of this Agreement; or

26.A.8. Cascade’s Hazardous Substances. Cascade shall provide notice.to Tacoma under
Section 32 (Notices) within five (5) days of discovering a release of any Cascade Hazardous
Substance that is reasonably foreseeable to enter the Tacoma Water System.

26.A.9.Sole Negligence. Nothing herein shall obligate Cascade to indemnify and hold the
Tacoma Indemnitees harmless from and against any Cascade Claim that is wholly attributable
to the sole negligence of any or all of the Tacoma Indemnitees.
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B. Tacoma shall defend, indemnify, and hold each and all of the Cascade Indemnitees

harmless from and against any and all claims, liens, demands, actions, losses, damages, costs, expenses,

and liabilities (including attorneys’ fees) (collectively, “Tacoma Claims”), arising from or in connection

with:

27.

26.B.1. the transportation, storage, sale, delivery by Tacoma of any water until delivered
to Cascade in accordance with this Agreement;

26.B.2.any harm to Persons or damage to property caused by Tacoma (or any of
Tacoma’s agents, servants, employees, consultants, contractors, subcontractors (of any tier), or
representatives) in connection with the exercise of Tacoma’s rights and obligations arising under
this Agreement;

26.B.3. any material breach, failure of, inconsistency, inaccuracy, or default in any one or
more representations made by Tacoma in Section 24 (Representations of the Parties);

26.B.4. any failure of Tacoma to perform or comply with any one or more obligations,
made, or arising under this Agreement;

26.B.5. the negligent, reckless, or otherwise tortious acts or omissions of Tacoma, or
anyone retained or employed by Tacoma (including any of Tacoma’s agents, servants,
employees, consultants, contractors, subcontractors (of any tier), or representatives), in
performance of this Agreement; or

26.B.6. Tacoma’s Hazardous Substances. Tacoma shall provide notice to Cascade under
Section 32 (Notices) within five (5) days of discovering a release of any Tacoma Hazardous
Substance that is reasonably foreseeable to enter the Cascade Water System.

26.B.7. Sole Negligence. Nothing herein shall obligate Tacoma to indemnify and hold the
Cascade Indemnitees harmless from and against any Tacoma Claim that is wholly attributable
to the sole negligence of any or all of the Cascade Indemnitees.

WAIVER OF CONSEQUENTIAL DAMAGES

Except with respect to third-party claims as to which the Parties have assumed obligations

arising under Section 26 (Indemnities) and notwithstanding anything else in this Agreement to the

contrary, neither Party shall be liable as a result of any action or inaction under this Agreement or

otherwise, including, without limitation, negligence or other fault, strict liability without regard to fault,

breach of contract, or warranty, for any loss of profits or loss of revenue or any consequential, special,

incidental, exemplary, punitive, or indirect losses or similar damages of any nature whatsoever,

whether arising under the law of contracts, torts (including, without limitation, negligence of every kind
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and strict liability, without fault), or property, or at common law or in equity, or otherwise, irrespective
of whether such losses or similar damages are reasonably foreseeable and irrespective of whether such
Party has been advised of the possibility or existence of such damages. This Section 27 (Waiver of
Consequential Damages) has been mutually negotiated by the Parties and shall survive the expiration
or termination of this Agreement.

28. DISPUTE RESOLUTION

A. Resolution of Disputes. Any and all claims, controversies, or disputes arising out of
either Party’s breach of or performance under this Agreement, or otherwise relating to or in connection
with this Agreement, (each, a “Dispute”) shall be resolved in accordance with the Dispute resolution
procedures set forth in this Section 28 (Dispute Resolution).

B. Initial Notice. If either Party discovers or otherwise becomes aware of an event or
occurrence that is reasonably expected to result in a Dispute, it shall notify the other Party by providing
an initial notice pursuant to Section 32 (Notices) of such Dispute. The Parties will have ten (10) business
days from receipt of an initial notice under this Section 28.B (Initial Notice) to attempt to resolve a
Dispute. The initial mechanism to resolve a Dispute will involve informal negotiations between the
Parties’ representatives, as designated by each Party during the initial negotiations under this Section
28.B (Initial Notice).

C. Formal Notice. If the Parties do not resolve a Dispute within ten (10) business days after
receipt of the initial notice in accordance with Section 28.B (Initial Notice), either Party may deliver to
the other Party formal notice of the Dispute with a detailed description of the underlying circumstances
of the Dispute. The notice under this Section 28.C {(Formal Notice) shall be made pursuant to Section
32 (Notices) and include a schedule of the availability of the notifying Party’s senior officer(s) (having a
title of Superintendent, Chief Executive Officer, or an equivalent or higher ranking) duly authorized to
settle the Dispute. The Parties will have thirty (30) business days from receipt of a notice under this
Section 28.C (Formal Notice) to attempt to resolve the Dispute. Within three (3) business days following
receipt of a notice under this Section 28.C (Formal Notice), the recipient Party shall provide to the
notifying Party a parallel schedule of availability of the recipient Party’s senior officers duly authorized
to settle the Dispute. Following delivery of the respective senior officers’ schedules of availability, the
senior officers of the Parties shall meet and confer, as often as they deem reasonably necessary during
the remainder of the thirty (30) business day period, to resolve the Dispute.

D. Dispute Resolution Pursuant to Exhibit C and Judicial Relief. If the Parties do not resolve
a Dispute to their mutual satisfaction within thirty (30) business days after receipt of a formal notice in
Section 28.C (Formal Notice), either Party may:
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28.D.1.initiate the Dispute Resolution process in Exhibit C by providing notice to the
other Party under this Section 28.D (Dispute Resolution Pursuant to Exhibit C and Judicial Relief);
or )

28.D.2.seek judicial relief by filing suit in a court of competent jurisdiction identified in
Section 34.E (Governing Law) of this Agreement.

For avoidance of doubt, the Dispute resolution procedures in this Section 28 (Dispute Resolution) are
in addition to, and not in lieu of, the Parties’ right to seek and obtain judicial relief. As such,
notwithstanding the Parties’ good faith efforts under Sections 28.B (Initial Notice) and 28.C (Formal
Notice), if at any time either Party determines that such efforts to resolve any Dispute will not result in
a mutually satisfactory resolution, such Party may seek judicial relief by filing suit in a court of
competent jurisdiction identified in Section 34.E (Governing Law) of this Agreement.

E: Fulfillment of Duties and Obligations. Pending resolution of any Dispute, the Parties
shall continue to fulfill their respective duties and obligations under this Agreement.

29. DEFAULT AND REMEDIES

A. If a Party fails to perform its obligations hereunder (“Defaulting Party”), then it shall be
in default hereunder unless it cures:

29.A.1. a monetary event of default within thirty (30) days after receiving written notice
from the non-defaulting Party of such monetary default; and

29.A.2. a non-monetary event of default within sixty (60) days after receiving a notice of
default from the non-defaulting Party; provided, however, that if the nature or extent of the
obligation or obligations is such that more than sixty (60) days are required, in the exercise of
commercially reasonable diligence, to cure such non-monetary default, then the Defaulting
Party shall not be in default if it commences such performance within such sixty (60) day period
and thereafter pursues the same to completion with commercially reasonable diligence and
within a commercially reasonable timeframe.

B. Except as otherwise provided by the Wholesale Water Regulations, and subject to the
procedures set forth in Section 28 (Dispute Resolution), if a Party is in breach or default of its obligations
arising under this Agreement, the other Party shall have and shall be entitled to exercise any and all
remedies available to it at law or in equity (including the right to terminate this Agreement or to
specifically enforce this Agreement), all of which remedies shall be cumulative. If either Party elects to
pursue singularly any remedy available to it under this Section 29 (Default and Remedies), then such
Party may at any time thereafter continue to pursue or cease pursuing that remedy and alternatively
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or simultaneously elect to pursue any other remedy available to it under this Section 29 (Default and
Remedies).

30. UNCONTROLLABLE FORCES

A As provided for in this Section 30 (Uncontrollable Forces), the Parties recognize that
Uncontrollable Forces may occur which would require Tacoma to act unilaterally for what it deems to
be in the best interest of the general public served by the Tacoma Water System; including but not
limited to:

30.A.1. water shortages;

30.A.2. temporary reductions in water supply associated with turbidity or water quality
events;

30.A.3.fire, flood, storm, earthquake, lightning, and other natural catastrophes;

30.A.4. acts of public enemies, armed conflicts, acts of foreign enemies, acts of terrorism
(whether domestic or foreign, state-sponsored, or otherwise), war (whether declared or
undeclared), blockage, insurrection, riot, civil actions or disturbance, revolution, or sabotage;

30.A.5.any form of compulsory Government acquisition or condemnation or change in
Applicable Law that affects the performance of the Parties’ obligations under this Agreement;

30.A.6.accidents or other casualty, damage, loss, or delay during transportation,
explosions, fire, epidemics, quarantines, or criminal acts that affect the performance of the
Parties’ obligations under this Agreement;

30.A.7.labor disturbances, stoppages, lockouts, strikes, embargoes, or other industrial
actions that affect the performance of the Parties’ obligations under this Agreement;

30.A.8.inability, after the use of Prudent Utility Practices, to obtain any consent or
approval from any Governmental Authority that affects the performance of the Parties’
obligations under this Agreement;

30.A.9.inability, after the use of Prudent Utility Practices, to obtain any consent or
approval from any Person required by a Party in connection with this Agreement;

30.A.10. third-party litigation contesting all or any portion of the right, title, and
interest of a Party in any service, property, or other item to be provided to the other Party in
connection with this Agreement.
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Notwithstanding the foregoing, the insufficiency of funds, the financial inability to perform or changes
in such Party’s cost of performing its obligations hereunder shall not constitute an Uncontrollable Force,
and neither Party may raise a claim for relief hereunder, in whole or in part, in connection with such
event or circumstance. For purposes of this definition, actions by Tacoma, Cascade, or any of Cascade’s
Members, individually or collectively, shall not be considered an “Uncontrollable Force.”

B. Upon the occurrence of an Uncontrollable Force, Tacoma shall, to the extent practicable,
treat its wholesale and retail customers equally and any curtailment of supply shall be imposed
proportionately among these customers.

C. This authority to act unilaterally carries with it a unilateral responsibility for Tacoma to
restore, expeditiously, the Tacoma Water System to its pre-emergency capability to supply the region.

D. Upon occurrence of an Uncontrollable Force that adversely impacts the Cascade Water
System, Cascade may request Tacoma to temporarily modify or suspend operational or supply
provisions of this Agreement and Tacoma shall make reasonable efforts to accommodate such request.
Cascade shall act expeditiously to restore the Cascade Water System to its pre-emergency capability.

E. A Party shall not be in breach of this Agreement as a result of such Party’s failure to
perform its obligations under this Agreement, when such failure is due to an Uncontrollable Force, to
the extent that such Party, despite the exercise of reasonable due diligence, is unable to remove such
Uncontrollable Force. Any Party subject to an Uncontrollable Force that may impair its performance
under this Agreement shall notify the other Party as soon as practicable. In no event will an
Uncontrollable Force discharge Cascade’s obligation to pay Tacoma the full amount of the Restated
Restructuring Payment in Section 16 (Restated Restructuring Payment).

F. Any Party subject to an Uncontrollable Force shall be excused from performance under
this Agreement only for the duration of and to the extent of the Uncontrollable Force. Any Party subject
to an Uncontrollable Force shall exercise reasonable due diligence to remove the Uncontrollable Force.

31. PRUDENT UTILITY PRACTICES AND GOOD FAITH

The Parties shall utilize Prudent Utility Practices and act in good faith under this Agreement. In
taking actions or making determinations required by or provided for under this Agreement, each Party
shall act in fairness and in good faith, cooperate with the other Party, and use Prudent Utility Practices
to facilitate the implementation of all aspects of this Agreement. Each Party, upon the request of the
other Party, shall execute, deliver, and acknowledge all such further documents and do and perform all
such other acts and things as either Party may reasonably request to effectively carry out the intent of
this Agreement.
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32. NOTICES

Except for routine operational communications, which may be delivered personally or by email,
all notices, requests, or other communications required by this Agreement shall be in writing and
deemed received by a Party: (a) when delivered in person, (b) when deposited with a reputable
overnight courier service, provided that any such notice shall not be deemed received until the next
business day after deposit; or (c) by electronic mail if a copy of the notice is also sent by overnight
courier, in which case notice shall be deemed received on transmittal by electronic mail before 5:00
p.m. on a business day (otherwise, any notice sent after 5:00 p.m. shall be deemed received on the next
business day). All notices must be properly addressed as follows:

Tacoma: Water Superintendent
P.O. Box 11007
Tacoma, WA 98411
Phone: (253) 502-8245
Email: hpenning@cityoftacoma.org

Cascade: Chief Executive Officer
11400 SE 8th St, Suite 400
Bellevue, WA 98004
Phone: (425) 543-0930
Email: rhoffman@cascadewater.org

A Party may change its address for purposes of this Section 32 (Notices) by giving written notice of such
change to the other Party in the manner provided in this Section 32 (Notices).

33. ACCESS TO BOOKS AND RECORDS; AUDIT

Upon not less than thirty (30) days’ prior notice to the other Party, a Party shall be given
reasonable access, during normal business hours, to inspect any books, records, and accounts
maintained by the other Party that are specifically kept and related to this Agreement. Such inspection
shall occur at the location where such books, records, and accounts are located or another mutually
agreed upon location. A Party shall not be obligated to collate, organize, or analyze the information to
be inspected by the other Party. A Party requesting such access shall pay the other Party its established
rate for any documents reproduced for the requesting Party.
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34. MISCELLANEOUS

A. Cascade’s and its Members’ Responsibilities under the Joint Municipal Utilities Services
Agreement.

34.A.1. Joint Municipal Utilities Services Agreement. Under the Joint Municipal Utilities

Services Agreement Cascade is a separate municipal corporation formed under the authority of
Chapter 39.106 RCW. An individual Member’s liability for Cascade’s obligations is limited to
those specified in the Joint Municipal Utilities Services Agreement. Nothing in this Agreement
shall be construed to alter any term of the Joint Municipal Utilities Services Agreement.

34.A.2. Exhibit E. Article 9 (Duration and Dissolution — Withdrawal) of the Joint Municipal
Utilities Services Agreement is attached to this Agreement as Exhibit E.

34.A.3.This Agreement is @ Water Supply Asset. The Joint Municipal Utilities Services

Agreement defines “Water Supply Asset” to mean “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.” For purposes
of Article 9 (Duration and Dissolution — Withdrawal) of the Joint Municipal Utilities Services
Agreement, this Agreement is a “Water Supply Asset” or “asset.”

34.A.4. Duration. Under Section 9.1 (Duration) of the Joint Municipal Utilities Services
Agreement, except upon disincorporation addressed in Section 34.A.6 (Disincorporation) of this
Agreement, Cascade shall remain in existence until the longer of the following: (1) it no longer
holds any assets, (2) it no longer holds outstanding Bonds, or (3} it no longer includes Members.
Therefore, as long as Cascade is a party to this Agreement, which is an asset under the Joint
Municipal Utilities Services Agreement, Cascade will remain in existence.

34.A.5. Withdrawal. If during the Term of this Agreement, a Member notifies Cascade of
its intent to withdraw from Cascade, Cascade shall apply Section 9.2 (Withdrawals) of the Joint
Municipal Utilities Services Agreement, which requires the withdrawing Member to pay its
allocable share of the cost of the then-existing obligations of Cascade, including contract
obligations, such as this Agreement. The withdrawing Member ceases to have right to, or
interest in, any Water Supply Assets, and abandons any and all rights to the use of Cascade
Water Supply Assets.

34.A.6. Disincorporation. If during the Term of this Agreement, Cascade Members vote
to disincorporate, Cascade’s liabilities and obligations under this Agreement shall be distributed
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to and binding upon its Members in accordance with Section 9.3 (Disincorporation) of the Joint
Municipal Utilities Services Agreement, which states in relevant part: “Cascade’s liabilities
(including Bonds and other contractual obligations) initially shall be distributed based on
Members Demand Shares as of the time of the disincorporation.” During the Term of this
Agreement, Cascade shall not amend the Joint Municipal Utilities Services Agreement in any way
that would limit, impair, diminish, or materially change Tacoma’s rights arising under this
Agreement without Tacoma’s prior written approval, which shall not be unreasonably withheld
or delayed.

34.A.7. Default. In the event of a default payment by Cascade, Tacoma shall have the
right to enforce this Agreement against Cascade under Section 29 (Default and Remedies) of this
Agreement. If Cascade Members are in default, Cascade shall comply with Section 7.8 (Payment
procedures — Default — Step-up provisions) of the Joint Municipal Utilities Services Agreement,
attached as Exhibit E to this Agreement.

34.A.8.Binding Contract. Cascade’s Board of Directors authorized execution of this

Agreement by Dual Majority Vote of all Members pursuant to Section 4.3 (Voting) of the Joint
Municipal Utilities Services Agreement at open public meetings on January 22, 2025, by
Resolution No. 2025-01, and on February 26, 2025, by Resolution No. 2025-04, and thereby
made this Agreement a binding contractual obligation of Cascade under the terms of the Joint
Municipal Utilities Services Agreement.

B. Sale and Assignment. The Parties acknowledge that during the Term of this Agreement,
pursuant to Section 9.4 (Successor entity) of the Joint Municipal Utilities Services Agreement, attached
as Exhibit E, the assets, liabilities, and obligations of Cascade may be transferred to a successor entity
and all obligations of Cascade Members and parties contracting with Cascade (including this
Agreement) become obligations of the successor entity. Notwithstanding the foregoing, the rights and
obligations of the Parties arising under this Agreement may not be sold, assigned, or otherwise
transferred in whole or in part by a Party without the prior written consent of the other Party, which
consent shall not be unreasonably withheld or delayed. Subject to the foregoing, this Agreement shall
be binding upon the Parties’ respective successors and assigns.

C. Offsets Not Allowed. A Party shall not have the right to offset any amounts owed to the
other Party under this Agreement against any amounts due from the other Party under this Agreement,
nor may a Party offset any amounts due to the other Party under this Agreement against any amounts
owed to the other Party under this Agreement. A Party may not withhold any payment due the other
Party by reason of a Dispute; such payment shall be paid “under protest” and any and all Disputes with
respect to such payment shall be resolved pursuant to Section 28 (Dispute Resolution).
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D. Waiver. Any of the terms, conditions, or provisions of this Agreement may be waived at
any time and from time to time, in a signed writing, by the Party or Parties entitled to the benefit of
such terms or conditions. Any waiver given by a Party shall be narrowly construed to specifically waive,
in time and subject, only the express matter contained in such waiver. The failure of either Party to
insist on or enforce strict performance of any term, condition, or provision of this Agreement or to
exercise any right or remedy under this Agreement or Applicable Law will not be construed as a waiver
or relinquishment to any extent of the right to assert or rely upon any such term, condition, provision,
right, or remedy in that or any other instance; rather, the same will be and remain in full force and
effect. Tacoma’s review, revision, approval of, or comment upon any matter arising under this
Agreement, or Tacoma’s failure to review, revise, approve, or comment upon any matter arising under
this Agreement, shall not in any way (i) relieve or release Cascade from any of its obligations arising
under this Agreement, or (ii) subject Tacoma to any liability with respect to such matter.

E. Governing Law. This Agreement shall be governed by and construed in accordance with
the laws of the State of Washington (regardless of the laws that might otherwise govern under
applicable principles of conflict of laws of such state). Except with respect to a lawsuit or judicial action
or proceeding commenced by a third party in another jurisdiction and subject to Section 28 (Dispute
Resolution), the Parties (i) agree that any lawsuit, judicial action, or proceeding arising out of or relating
to this Agreement must be heard in the Superior Court of the State of Washington, in and for the County
of Pierce, or the United States District Court for the Western District of Washington in Tacoma; (ii) waive
any objection to the laying of venue of any such suit, action, or proceeding; and (iii) irrevocably submit
to the jurisdiction of any such court in any such lawsuit, judicial action, or proceeding.

F. Construction. Terms defined in a given number, tense, or form (e.g., singular and plural)
shall have the corresponding meaning when used in this Agreement with initial capitals in another
number, tense, or form (e.g., singular shall be construed as plural and vice versa as necessary to carry
out the intent of the Parties). References containing terms such as “hereof,” “herein,” “hereto,”
“hereinafter,” and other terms of like import are not limited in applicability to the specific provision
within which such references are set forth but instead refer to this Agreement taken as a whole.
“Includes” or “including” shall not be deemed limited by the specific enumeration of items but shall be
deemed without limitation. The term “or” is not exclusive. The headings contained in this Agreement
are included solely for the convenience of the Parties. Accounting terms used but not defined herein
have the meanings given to them under generally accepted accounting principles in the United States
consistently applied throughout the specified peri'od and in the immediately prior comparable period.
The term “day” means a calendar day unless otherwise specified as a “business day”; a “business day”
means a day, other than a Saturday, Sunday, or Holiday.

G. Severability. Any provisions of this Agreement prohibited or rendered unenforceable by
Applicable Law shall be ineffective only to the extent of such prohibition or unenforceability without
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invalidating the remaining provisions of this Agreement. In such event, the remainder of this
Agreement will remain valid and enforceable. Upon such determination that any term or other
provision is prohibited or rendered unenforceable, the Parties shall negotiate in good faith to modify
this Agreement so as to give effect to the original intent of the Parties as closely as possible in an
acceptable manner to the end that transactions contemplated under this Agreement are fulfilled to the
greatest extent possible.

H. Amendments. This Agreement may be amended or modified only by a written
instrument signed by the Parties that expressly refers to this Agreement and states that it is an
amendment hereto. No amendment to or modification of any provision of this Agreement will be valid
unless set forth in a written instrument signed by both Parties. If a Party becomes aware of a conflict
between this Agreement and any other agreement in place between such Party or its affiliates and any
Person, it will promptly notify such other Party, and the Parties will work in good faith to resolve the
conflict.

I Independence of the Parties. Nothing contained in this Agreement shall be deemed or
construed by the Parties, or by any third party, as creating the relationship of principal and agent, or of
partnership or of joint venture, between the Parties. Neither Party shall enter into any contract,
agreement, or other commitment, or incur any obligation or liability, in the name of or otherwise on
behalf of the other Party. This Agreement shall create no rights, benefits, responsibilities, or obligations
in, to, or from any Persons other than Tacoma and Cascade.

J. Survival. Sections 16 (Restated Restructuring Payment), 23 (Mutual Release), 26
(Indemnities), 27 (Waiver of Consequential Damages), 28 (Dispute Resolution), 33 (Access to Books and
Records; Audit), and 34.A (Cascade’s and its Members’ Responsibilities under the Joint Municipal
Utilities Services Agreement) shall survive the expiration or termination of this Agreement. All other
terms and conditions of this Agreement that must be reasonably construed to survive the expiration or
termination of this Agreement in order to give full force and effect to the intent of the Parties as set
forth herein shall also survive the expiration or termination of this Agreement, regardless of whether
such survival is expressly specified herein.

K. Counterparts. This Agreement may be executed in several counterparts, each of which
shall be deemed to be an original and all of which together shall constitute one and the same
instrument.

L. Interpretation. This Agreement has been negotiated on an arm’s-length basis by the
Parties and their respective counsel and shall be interpreted fairly in accordance with its terms and
without any strict construction in favor of or against either Party.
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M. Complete Agreement. This Agreement represents the entire agreement between the
Parties concerning the subject matter herein and, upon the Effective Date, supersedes and replaces all
other prior agreements and understandings, whether oral or written, between the Parties with respect
to the subject matter herein. This Agreement may not be amended or superseded except as provided

in Section 34.H (Amendments).

IN WITNESS WHEREOF, the Parties have duly executed this Agreement as of the Effective Date.

Dated this day of , 2025.

City of Tacoma: Cascade Water Alliance:

Department of Public Utilities
Water Division

Heather Pennington Ray Hoffman
Water Superintendent Chief Executive Officer
Approved as to form: Approved as to form:
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LIST OF EXHIBITS
Exhibit A — Definitions
Exhibit B — Schematic of Example Wholesale Connections
Exhibit C — Dispute Resolution Procedures
Exhibit D — Examples of Management Agreement Subjects

Exhibit E — Sections 4.3 (Voting), 7.8 (Payment procedures — Default — Step-up provisions), and Article
9 (Duration and Dissolution — Withdrawal) of the Joint Municipal Utilities Services Agreement

Exhibit F — Tacoma’s Water Rights

Exhibit G — Market-Priced Wholesale Rate Making Methodology
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EXHIBIT A
DEFINITIONS

“2005 Water Supply Agreement” means the 2005 Agreement for the Sale of Wholesale Water,
dated October 13, 2005, which was amended, restated, and superseded in its entirety in 2012.

“2012 Water Supply Agreement” means the 2012 Amended and Restated Agreement for the
Sale of Wholesale Water, dated December 31, 2012 between Cascade and Tacoma.

“2025 Wholesale Water Supply Agreement” or “2025 Wholesale Agreement” means the
accompanying agreement to this Agreement in which Tacoma agrees to provide water to Cascade under

a different timeline and pricing structure, dated | ].

“Actual Consumption” means the amount of water actually delivered as measured and reported

by Tacoma to Cascade during the Term of this Agreement. In the event of invalid or unavailable
measured volume, a reasonable estimate will be utilized.

“American Water Works Association” or “AWWA” (or its successor organization) means an

international non-profit, scientific, and educational association, and the largest organization of water
supply professionals in the world, founded to improve water quality and supply.

“Annual Restated Restructuring Payment” means the annual Restated Restructuring Payment
due Tacoma from Cascade, in a given year during the Term, in the amount set forth in the Payment
Schedule contained in Section 16 (Restated Restructuring Payment).

“Applicable Law” means any applicable and binding statute, law, rule, regulation, code,

ordinance, judgment, decree, writ, legal requirement, or order, and the written interpretations thereof,
of any national, federal, state, or local Governmental Authority having jurisdiction over the Parties or
the performance of this Agreement. ‘

“Average Daily Demand” means the average amount of water delivered to Cascade on an annual

basis.

“Capacity Reservation Fee” or “CRF” means a fee meant to acknowledge the opportunity cost

incurred by Tacoma to reserve system capacity for Cascade for the period of time that Cascade is not
receiving water.

“Cascade” shall have the meaning set forth in the preamble of this Agreement.

“Cascade Claims” shall have the meaning set forth in Section 26 (Indemnities).
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“Cascade Hazardous Substance” or “Cascade’s Hazardous Substances” means any Hazardous

Substances generated, transported, kept, handled, stored, placed, discharged, or released by Cascade,
or by anyone directly or indirectly retained or employed by Cascade, in connection with the
performance of this Agreement, except that it shall not include Hazardous Substances determined to
be Tacoma’s Hazardous Substances.

“Cascade Indemnitees” means Cascade and Cascade’s directors, officers, employees, agents,

servants, elected officials, and representatives, and the respective successors and assigns of each and
all of the foregoing.

“Cascade Isolation Valve” means a positive shut-off valve owned and operated by Cascade as

part of the Interconnection Facilities.

“Cascade Member” or “Member” means the members of the Cascade Water Alliance. As of the

creation of this Agreement there are seven (7) Members: the cities of Bellevue, Issaquah, Kirkland,
Redmond, and Tukwila, and special purpose districts Sammamish Plateau Water and Skyway Water &
Sewer District.

“Cascade Water System” means the infrastructure that is owned or contracted for use by

Cascade to enable water delivery to the Cascade Members, including 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.

“Construction Work in Progress” or “CWIP” means Tacoma’s capital investment in facilities

under construction, but not yet completed and placed into service.

“Defaulting Party” shall have the meaning set forth in Section 29 (Default and Remedies).

“Dispute” shall have the meaning set forth in Section 28 (Dispute Resolution).

“Draft Operating Plan” means a non-binding informational plan intended to advise Tacoma of

the amount of the Market-Priced Wholesale Water Supply that Cascade anticipates it will use during
the period starting June 1 each year and ending June 30 the following year during the Term.

“Earned Credit” means the credit (if any) to be applied to the volumetric component of
Cascade’s bill for Market Wholesale Service.

“Effective Date” shall have the meaning set forth in the preamble of this Agreement.
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“Existing Agreement” shall have the meaning set forth in the Recitals.

“Flow Control Valve” means the valve that controls the volume of water that is delivered to

Cascade and is more particularly described in Exhibit B.

“Four Cities Agreement” means the “2010 Lake Tapps Area Water Resources Agreement Among
the Cities of Auburn, Bonney Lake, Buckley and Sumner, and Cascade Water Alliance,” dated February
5, 2010.

“Governmental Authority” means (a) any federal, national, state, tribal, county, municipal, or

local government {(whether domestic or foreign), or any political subdivision thereof; (b) any court or
administrative tribunal; (c) any other governmental, quasi-governmental, judicial, public, or statutory
instrumentality, authority, body, agency, bureau, or entity of competent jurisdiction; or (d) any
nongovernmental agency, tribunal, or entity that is vested by a governmental agency with applicable
jurisdiction.

“Gross Earnings Tax on Utilities” means a tax on money, credits, rights, or property imposed on

the water utility by the City of Tacoma and expressed in terms of money proceeding or accruing by
reason of the transaction of business and includes but is not limited to gross proceeds of sales,
compensation for rendition of services, gains realized from interest, rents, royalties, fees, commissions,
dividends, and other emoluments, however designated, all without any deduction on account of cost
of property sold, materials used, labor, interest, losses, discount, and any other expense whatsoever.

“Hazardous Substances” means any substance or material regulated or governed by Applicable

Law; any substance, emission, or material now or hereafter deemed by any Governmental Authority or
Applicable Law to be a “regulated substance,” “hazardous material,” “hazardous waste,” “hazardous
constituent,” “hazardous substance,” “dangerous material,” “dangerous waste,” “dangerous

n »n ot

substance,” “toxic substance,” “radioactive substance,” or a “pesticide”; and any other substance with

properties that are harmful or deleterious to human health or to the environment.

“Holiday” means a legal holiday identified in RCW 1.16.050 as revised and amended from time
to time.

“Interconnection Facilities” means all facilities, other than the Supply Service Connection, that
are necessary for Cascade to access and take delivery of the Market-Priced Water Supply at the Supply
Service Connection and to convey such water to Cascade’s transmission and distribution systems.

Interconnection Facilities include the Cascade Isolation Valve and such other pressure-reducing valves,
power service, storm drainage, vaults, telecommunications service, conduit, controllers, pedestals, and
boxes operated by Cascade as part of the Interconnection Facilities. For avoidance of doubt,
Interconnection Facilities do not include the Supply Service Connection or any other facilities owned
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and operated by Tacoma that are necessary to deliver the Wholesale Water Supply to the Supply Service
Connection.

“Joint Municipal Utilities Services Agreement” or “2012 Joint Agreement” means the agreement,
dated March 28, 2012, through which the Cascade Members formed Cascade Water Alliance under the
authority of Chapter 39.106 RCW as the successor for all purposes to the former Cascade created in
1999 under an Interlocal Contract under Chapter 39.34 RCW.

“Lake Tapps Reservoir” means the White River — Lake Tapps Reservoir Project originally

purchased by Cascade from Puget Sound Energy, including land, infrastructure, and water rights.

“Management Agreement” means written supplemental agreements, as set forth in Section 18

(Cooperation; Management Agreements), pertaining to subjects authorized by this Agreement,
negotiated, mutually agreed to, and executed by both the Superintendent of Tacoma Water and the
Chief Executive Officer of Cascade to implement and administer this Agreement.

“Market-Priced Agreement Annual Cap” shall have the meaning set forth in Section 10.C.2 (Cost

Recovery — Payments and Billing).

“Market-Priced Agreement Monthly Cap” shall have the meaning set forth in Section 10.C.2

(Cost Recovery — Payments and Billing).

“Market-Priced Agreement Volumetric Rate” means the rate charged per unit of Actual

Consumption apportioned to Market-Priced Wholesale Service as described in Section 10.C (Payments
and Billing) of this Agreement. The Market-Priced Agreement Volumetric Rate will be calculated in
accordance with Section 10.A (Charges and Ratemaking) and Exhibit G (Market-Priced Wholesale Rate
Methodology) of this Agreement.

“Market-Priced Fixed Monthly Charge” means the fixed, monthly charge for Market-Priced
Wholesale Service. The Market-Priced Fixed Monthly Charge will be calculated in accordance with
Section 10 (Cost Recovery) and Exhibit G (Market-Priced Wholesale Rate Methodology) of this
Agreement.

“Market-Priced Rates” refer collectively to the Market-Priced Fixed Monthly Charge and Market-

Priced Volumetric Rate.

“Market-Priced Wholesale Water Service” shall have the meaning set forth in Section 8.A
(Market-Priced Wholesale Water Service).

“Market-Priced Wholesale Water Supply” shall have the meaning set forth in Section 7.B

(Market-Priced Wholesale Service Commitments).
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“Meter and Telemetry Equipment” means the delivery metering equipment determined by

Tacoma to be necessary for the implementation of this Agreement and the data-acquisition system
owned and operated by Tacoma that is used to send signals from the meter in support of operations
and all appurtenances thereto.

“Operating Protocols” shall have the meaning set forth in Section 15 (Water Management and

Scheduling).

“Party” or “Parties” shall have the meaning set forth in the preamble of this Agreement.

“Payment Schedule” shall have the meaning set forth in Section 16 (Restated Restructuring

Payment).

“Person” means any individual, corporation, municipal corporation, company, voluntary
association, partnership, incorporated organization, trust, or limited liability company, or any other
entity or organization, including any Governmental Authority.

“Pipeline 5” means Tacoma’s northern transmission main that delivers water from Tacoma
headworks to the City of Tacoma.

“Prudent Utility Practices” means, at any particular time, any of the practices, methods,

decisions, and acts that (a) in the exercise of a Party’s reasonable judgment in light of the facts known
at the time, would have been expected to accomplish the desired result consistent with Applicable Law,
reliability, efficiency, economy, safety, and expedition commonly engaged in or approved by the water
supply industry in the United States prior thereto; and (b) in the case of Tacoma, includes all practices
and methods needed to comply with the Wholesale Water Regulations. It is recognized that the term
“Prudent Utility Practices” is not intended to be limited to the optimum practices, methods, or acts to
the exclusion of all others, but rather refers to a spectrum of possible practices, methods, or acts that
could have been expected to accomplish the desired result consistent with Applicable Law, reliability,
efficiency, economy, safety, and expedition.

“Ready to Serve Charge” means the fixed monthly charge for Wholesale Water Service as
defined in the 2025 Wholesale Water Supply Agreement and is based on Cascade’s peak water
allocation of 15 MGD. The Ready to Serve Charge does not apply to the 2025 Market-Priced Agreement.

“Regional Water Supply System” or “RWSS” means a water system consisting of supply and

transmission assets jointly owned by Tacoma Water, the City of Kent, Lakehaven Water & Sewer District,
and the Covington Water District.

“Restated Restructuring Payment” means a payment due Tacoma from Cascade in accordance

with Section 16 (Restated Restructuring Payment), which such amount is, as of the Effective Date, the
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amount due and owing Tacoma from Cascade to fairly and reasonably compensate Tacoma ratepayers
for regional investments made in reliance on Cascade’s full and satisfactory performance of its
obligations under the 2005 Water Supply Agreement and the 2012 Water Supply Agreement. The
Restated Restructuring Payment is an amount agreed to and determined by the Parties to be reasonably
equivalent to, and is in lieu of, the performance of obligations heretofore required of Cascade under
Subsection 9.2 of the 2005 Water Supply Agreement.

“Seattle Block Contract” means the 2" Amended and Restated Declining Block Water Supply
Agreement Between the City of Seattle Public Utilities and Cascade Water Alliance, dated July 15, 2013.

“SCADA” means a computer-based supervisory control and data acquisition system used for
process monitoring, automation, and real-time data collection.

“Schedule” shall have the meaning set forth in Section 15 (Water Management and Scheduling).

“Supply Service Connections” means a physical connection(s) between water mains of the
Parties and is the point of delivery of the Wholesale Water Supply. The Supply Service Connections are
more particularly described in Exhibit B and include the Tacoma Isolation Valve and the Flow Control

Valve.

“System Development Charge” means the system development charge imposed upon Cascade

for the water supply associated with the Wholesale Water Supply Agreement by the Tacoma Municipal
Code; it does not apply to the 2025 Market-Priced Agreement.

“Tacoma” shall have the meaning set forth in the preamble of this Agreement.

“Tacoma-Cascade Pipeline Facilities Plan” means the scope of work that will form the basis of

design and requirements to construct the facilities necessary to connect the Cascade Water System
with the Tacoma Water System for delivery of water to Cascade’s service area.

“Tacoma Claims” shall have the meaning set forth in Section 26 (Indemnities).

“Tacoma Hazardous Substance” or “Tacoma’s Hazardous Substances” means any Hazardous

Substances generated, transported, kept, handled, stored, placed, discharged, or released by Tacoma,
or by anyone directly or indirectly retained or employed by Tacoma, in connection with the
performance of this Agreement, except that it shall not include Hazardous Substances determined to
be Cascade’s Hazardous Substances.

“Tacoma Indemnitees” means Tacoma and Tacoma's directors, officers, employees, agents,

servants, elected officials, and representatives, and the respective successors and assigns of each and
all of the foregoing.
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“Tacoma Isolation Valve” means a positive shut-off valve installed at the Supply Service

Connection and that is more particularly described in Exhibit B.

“Tacoma Points of Delivery” means the point on Tacoma’s Pipeline 5 where Tacoma’s wholesale

service connection to Cascade will be located.

“Tacoma Water System” means infrastructure that is owned by Tacoma to enable water delivery

to Tacoma customers, including 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.

“Technical Committees” shall have the meaning set forth in Section 19 (Technical Committees).
“Term” shall have the meaning set forth in Section 4 (Term of Agreement).

“Uncontrollable Force” means any event or circumstance (or combination thereof) and the

effects of a non-permanent nature of any such event or circumstance (whether or not such event or
circumstance was foreseeable or foreseen by the Parties) that delays or prevents performance by a
Party of any of its obligations under this Agreement. An Uncontrollable Force shall include but is not
limited to the events or circumstances as set forth in Section 30 (Uncontrollable Forces).

“Utility-Basis Approach” means the ratemaking approach generally defined in Section 10.A

(Charges and Ratemaking).

“Wholesale Water Regulations” means all applicable terms and conditions of the Tacoma

Municipal Code, including Chapters 12.01 and 12.10 thereof, as such terms and conditions may now
exist or may hereafter be changed, deleted, supplemented, modified, or amended.

“Wholesale Water Service” shall have the meaning set forth in Section 8 A (Market-Priced

Wholesale Water Service).

“Wholesale Winter and Summer Volume Charges” means the rate charged per unit of Actual

Consumption apportioned to Wholesale Water Service as described in Section 15 (Payments and Billing)
of the 2025 Wholesale Agreement. The Wholesale Winter and Summer Volume Charges are set as
described in Section 8 (Wholesale Water Service Charges and Fees) of the 2025 Wholesale Agreement.
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EXHIBIT B

SCHEMATIC OF EXAMPLE WHOLESALE CONNECTIONS

The schematic below is provided only as an example; it does not represent pipes or connections specific
to this Agreement.
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EXHIBIT C

DISPUTE RESOLUTION PROCEDURES

If either Party provides notice under Section 28.D (Dispute Resolution Pursuant to Exhibit C and Judicial
Relief) of the Agreement to the other Party initiating the Dispute Resolution process in this Exhibit C,
the procedures in this Exhibit C shall govern the resolution of such Dispute, and the Parties agree that
such procedures will be used in conjunction with and governed by Chapter 4.48 RCW, Trial Before
Referee. If at any time either Party determines that efforts to resolve any Dispute pursuant to the
procedures in this Exhibit C will not result in a mutually satisfactory resolution, such Party may seek
appropriate relief in a court of competent jurisdiction identified in Section 33.E (Governing Law) of this
Agreement, including commencing a lawsuit to resolve such Dispute.

1. Within twenty (20) business days of the date of a notice by either Party under Section 28.D
(Dispute Resolution Pursuant to Exhibit C and Judicial Relief) of the Agreement invoking the
dispute resolution procedures of this Exhibit C, the Parties shall meet and select an individual to
recommend to the court as referee of the dispute resolution process in accordance with RCW
4.48.020. The Parties shall select an individual who is qualified as a juror as provided by statute,
is competent as a juror between the Parties, is a duly admitted and practicing attorney, and has
experience presiding over civil litigation of contract disputes. The Parties will use the following
procedure to select the recommended referee:

1.1 Each Party will make a list of three individuals that are qualified pursuant to Paragraph 1
to serve as referee and exchange such list with the other Party. If the Parties agree upon
a person from either list, or if both Parties list the same person, that person will be the
recommended referee.

1.2 If the Parties are unable to agree upon a referee after exchanging their respective lists,
they will make a joint list setting forth all six candidates from the two lists.

Z Upon the selection of the recommended referee, or the creation of the joint list pursuant to
Subparagraph 1.2 of this Exhibit C, the Party that invoked the dispute resolution procedures shall
file a complaint, in the superior court of the appropriate county as set forth in Section 34.E
(Governing Law) of this Agreement, setting forth the issues(s) in dispute, and the other Party
shall file an answer to such complaint. Not later than twenty (20) days after the filing of the
answer, the Parties shall jointly file a motion, with the Agreement (including this Exhibit C)
attached, with the court requesting an order of reference that:

2.1 Directs that the issue(s) raised by the complaint and answer be resolved pursuant to
Chapter 4.48 RCW by reference to a referee;
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2.2 Appoints, pursuant to RCW 4.48.020, either the recommended referee selected by the
Parties pursuant to Subparagraph 1.1 of this Exhibit C, or a single referee from the joint
list prepared pursuant to Subparagraph 1.2 of this Exhibit C; and

2.3 Directs the referee to conduct the proceeding in accordance with the procedures set out
in Paragraphs 3-9 of this Exhibit C.

3. In accordance with RCW 4.48.060, for any Dispute the Parties agree to resolve pursuant to the
procedures in this Exhibit C, the Parties waive their rights to discovery and cross-examination,
and direct that the proceeding be conducted in the same manner as a motion for summary
judgment as follows: '

2l The Parties shall present their respective positions by written briefs and affidavits, and
without testimonial evidence or cross-examination;

212 Oral argument will be conducted before the referee; and

53 The burdens of proof and persuasion that pertain in a civil trial shall apply, rather than
those that apply to motions for summary judgment.

4. After appointment of the referee, the Parties shall endeavor in good faith to prepare for the
referee a joint statement of facts and the questions to be decided in the proceeding. In the
absence of an agreed-to joint statement of facts and questions to be decided, each Party may
include its own statement of facts and questions to be decided in its initial brief. If the Parties
agree to a joint statement of facts and questions to be decided, they shall submit that to the
referee within thirty (30) days after appointment of the referee.

5. Within ninety (90) days after the submission of the joint statement of facts and questions to be
decided, or within one hundred and twenty (120) days after the appointment of the referee if
the Parties cannot agree to a joint submission of facts and questions to be decided, each Party
shall submit to the referee a one-page statement of the proposed resolution and/or award it
seeks for each issue in dispute, and its initial brief. The statement and initial brief (excluding any
attached affidavits or evidentiary documents) shall not exceed fifty (50) 8%:" x 11" double-spaced
pages with 1%-inch margins, number 12-point typeface. The statement and initial brief shall be
filed simultaneously by e-mail and regular mail with the referee and opposing Party.
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10.

11.

12.

13.

Within thirty (30) days after the date the Parties filed their initial briefs, the Parties shall file their
respective reply briefs with the referee and the opposing Party. The reply briefs (excluding any
attached affidavits or evidentiary documents) shall not exceed twenty-five (25) 8%" x 11"
double-spaced pages with 1%-inch margins, number 12-point typeface. The reply briefs shall be
filed simultaneously by e-mail and regular mail with the referee and opposing Party.

After the reply briefs have been filed, if the referee deems that additional responses are needed,
then the referee may request that the Parties file a supplemental brief only as to those specific
matters or questions raised by the referee. Such supplemental briefs, unless otherwise
requested and approved by the referee, shall be limited to fifteen (15) 84" x 11" double-spaced
pages with 1%-inch margins, number 12-point typeface, and filed at such time requested by the
referee. Any such supplemental briefs shall be filed simultaneously by e-mail and regular mail
upon the referee and opposing Party.

When all briefs have been filed, the referee will schedule oral argument on the issue(s) in
dispute.

After the completion of oral argument, the referee will prepare a proposed report in accordance
with RCW 4.48.70 and shall provide a copy of the proposed report to the Parties.

In accordance with RCW 4.48.110, each Party shall have the right to suggest changes and
modifications to the proposed report. The referee will file the final report with the court within
twenty (20) days of the completion of the process under RCW 4.48.110.

Either Party may move the court to modify or set aside, in whole or in part, the final report of
the referee. If the court modifies or sets aside, in whole or in part, the final report of the referee
and makes another reference, then this Exhibit C shall also apply to such reference.

Each Party shall be responsible for its own costs of the dispute resolution process (including any
judicial proceedings), and the Parties shall each pay one-half of the other costs of the dispute
resolution proceeding, including the fees of the referee and any mutually agreed-upon experts.
The fees of the referee shall be established in accordance with RCW 4.48.100.

The Parties may mutually agree on an expert to advise the referee and, if such expert is selected,
the schedule set forth in Paragraphs 3—11 of this Exhibit C will be adjusted by the referee in
consultation with the Parties to accommodate receipt of the expert’s input.
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EXHIBIT D

EXAMPLES OF MANAGEMENT AGREEMENT SUBIJECTS

These examples are intended to inform as to the subjects and types of Management Agreements as
described in Section 18 (Cooperation; Management Agreements), contemplated or reasonably
anticipated and do not require or constrain the potential subjects, topics, or purposes as related to
effectively executing the terms of the contract.

1) Revisions to Exhibits in this Agreement

2) Contacts and communications protocols

3) Emergency response protocols

4) Conservation coordination or cost-sharing

5) Changes to delivery points or pressures

6) Revisions to allocable cost centers, assets, or expenses

7) Revisions to indices used in rate setting

8) Shared use (e.g. wheeling) of Tacoma or Cascade facilities
9) Allocating consumption between Market-Priced and Wholesale agreements
10) Water quality monitoring protocols

11) Reimbursement agreements and terms

12) Meter and telemetry program updates

13) Operation and membership of the Technical Committee
14) Shortage management plans and coordination

15) Interconnection planning

16) Five-year reviews of this Agreement
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EXHIBIT E

SECTIONS 4.3 (VOTING), 7.8 (PAYMENT PROCEDURES — DEFAULT - STEP-UP.
PROVISIONS), AND ARTICLE 9 (DURATION AND DISSOLUTION — WITHDRAWAL)
OF THE
JOINT MUNICIPAL UTILITIES SERVICES AGREEMENT

4.3 Voting.

All Board actions must be approved by Dual Majority Vote of all Members, except where this Agreement
requires either a 65% Dual Majority Vote, as provided in Sections 4.7, 5.5, 7.3, and 7.5; or ratification by the
Members’ legislative authority, as provided in Sections 9.3 and 9.4 and Article 10. The Board may act by
voice votes, as set forth in the ByLaws. Any Member may require a recorded tabulation of votes either before
orimmediately after a voice vote is taken. Although voting is, in part, based on Weighted Vote, the Members
expressly agree that there is only one class of voting membership, and voting occurs within that single class.

Any Member that has been declared to be in default of its obligations under this Agreement by the Board
shall lose its right to vote until the Board has declared the default to be cured.

7.8 Payment procedures — Default — Step-up provisions.
A. Invoice and Payment.

1. Cascade shall provide each Member with periodic invoices showing the Member Charges payable by that
Member for the billing period and the due date. Invoices shall be provided monthly or on other such periodic
schedule as determined by the Board, but no more frequently than monthly nor less frequently than once
every six months. The Board will determine a due date for all invoices.

2. Payment of any and all invoices shall be due and payable on or before the due date, and shall be made
by wire transfer or such other means as are agreed to by Cascade and the Member. If a treasurer, trustee,
fiscal agent or escrow agent is appointed in connection with the issuance of Bonds, Cascade may require,
and specify on the invoice, that certain amounts be provided directly to that person or entity, and the
Member shall pay those amounts in the manner and to the person so specified.

3. If full payment of any invoice is not received on or before the due date, such payment shall be considered
past due and a late payment charge shall accrue for each day that the invoice remains unpaid. The late
payment charge shall equal the product of the unpaid amount and an interest rate established by the Board.
Late payment charges shall continue to accumulate until the unpaid amount of the invoice and all late
payment charges are paid in full. Further, if an invoice or any portion thereof remains unpaid for more than
sixty (60) days after the due date, Cascade may pursue any legally available remedy at law or equity for the
unpaid amount, including without limitation, specific performance and collection of the late payment
charge. Cascade’s right to enforce payments in this regard may be assigned to a treasurer, trustee, credit
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enhancement provider or other entity. Furthermore, upon written notice, Cascade may reduce or suspend
delivery of water until the invoice and late payment charges are paid.

4. If any Member disputes all or any portion of an invoice, it shall notify Cascade immediately upon receipt.
If Cascade does not concur, the Member shall remit payment of the invoice in full, accompanied by written
notice to Cascade indicating the portions of the invoice that the Member disputes and the reasons for the
dispute. The Member and Cascade shall make a good faith effort to resolve such dispute. If the Member
fails to remit payment of the invoice in full pending resolution of the dispute, the prevailing party in an action
relating to the collection of that invoice shall be entitled to reasonable attorney fees and costs.

B. Default and Step-Up.

1. If any Member fails to make any payment in full for more than fifty (50) days past the due date, Cascade
shall make written demand upon that Member to make payment in full within ten (10) days of the date that
the written demand is sent by Cascade. If the failure to pay is not cured within the ten (10) day period, the
Member shall be deemed to be in default.

2. Upon an event of default as described in subsection (B)(1) of this section, the other Members shall pay
Cascade (in addition to Member Charges otherwise due) the defaulting Member’s Member Charges in
proportion to each remaining Members’ Demand Share in accordance with a schedule established by
Resolution of the Board.

3. The payment of a proportionate share of the existing defaulted Member’s Member Charges by Members
shall not relieve the defaulting Member of its liability for those payments. Cascade shall have a right of
recovery from the defaulting Member on behalf of each Member. Cascade may commence such suits,
actions or proceedings at law or in equity, including but not limited to, suits for specific performance, as
may be necessary or appropriate to. enforce the obligations of this Agreement against any defaulting
Member. Cascade’s right to enforce payments in this regard may be assigned to a treasurer, trustee, credit
enhancement provider or other entity. Amounts recovered by Cascade as payment of amounts due shall be
passed through to each Member in proportion to the share that each assumed, in cash or in credit, against
future Member Charges as the Board shall determine.

4. The prevailing party in any such suit, action or proceeding, shall be entitled to recover its reasonable
attorney fees and costs.

Article 9. Duration and Dissolution - Withdrawal

9.1 Duration.

Except as provided in Section 9.3, Cascade shall remain in existence for the longer of the following: (a) the
period it holds any assets; (b) the period during which Bonds are outstanding; or (c) the period it continues
to include Members. [Res. 2012-06 § 1; Res. 2004-18 § 1. Formerly 10.1].

9.2 Withdrawals.
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A Member may notify Cascade of its intent to withdraw by delivery to Cascade of a Resolution of its
legislative authority expressing such intent. Upon receipt of such Resolution, the Member shall lose its right
to vote and the Board shall determine (a) the withdrawing Member’s allocable share of the cost of the then-
existing obligations of Cascade; and (b) the withdrawing Member’s obligations to Cascade. “Then-existing
obligations of Cascade” means obligations or costs incurred by Cascade as of the date the Member’s
withdrawal notice is received, including but not limited to, Bond obligations, contract obligations, and cash
financed capital projects; provided that a withdrawing Member’s allocable share shall in no event include
an obligation for future expenses for which Cascade has not incurred a legal obligation; and provided
further, that to the extent the Member’s obligation (with respect to such costs) is re-paid over time, the
Member shall be entitled to a credit for supply abandoned by the Member and is otherwise used by
Cascade. A “withdrawing Member’s obligation to Cascade” includes but is not limited to, the Member’s
share of fixed operating costs, any other expenses contained in Cascade’s adopted budget for that year, and
any assessments or other similar charges lawfully imposed by Cascade. For purposes of the preceding
sentence, “fixed operating costs” shall be determined in the year of withdrawal, and the Member’s
obligation with respect to such costs shall be limited only to that amount required to pay for supply
abandoned by the Member and not otherwise used by Cascade.

The allocable share of cost or obligations shall be determined by the Board, taking into consideration as
deemed applicable by the Board: (a) the ratio of the Member’s Demand Share to total Member demand; (b)
the ratio of the Member’s contribution to Cascade revenue to total Cascade revenue including RCFCs; (¢)
the cost or a portion of the cost of capital projects or facilities specially benefiting the Member; and (d) and
any other factor the Board deems appropriate to consider. The Member’s withdrawal shall be effective on
payment of such allocable share or provision for arrangements to pay such allocable share that are
satisfactory to the Board. Until the effective date of withdrawal, the Member shall continue to comply with
all applicable provisions of this Agreement.

Upon withdrawal, except as provided in an Asset Transfer Agreement, the withdrawing Member shall have
no right to, or interest in any Water Supply Assets owned by Cascade. The withdrawing Member shall be
deemed to have abandoned any and all rights to service, to the use of Cascade Water Supply Assets or other
rights with respect to Cascade (except as otherwise expressly provided in this Agreement).

Notwithstanding the provisions of this Section 8.2, Cascade will, upon the withdrawal of a Member that has
transferred operational control and management of (but not title to) an Independent Supply Asset to
Cascade under Section 5.1, return operational control of such asset to the withdrawing Member. Return of
operational control and management will be subject to: (a) continued use by Cascade, to the extent and for
such time as the Board deems such use necessary for Cascade to continue providing service to its
Members; and (b) payment or provision for payment of any Cascade costs, including but not limited to,
those associated with the withdrawing Member’s Independent Supply Asset.

The Board may establish additional generally applicable conditions and requirements for withdrawal. [Res.
2012-06 § 1; Res. 2004-18 8 1. Formerly 10.2].

9.3 Disincorporation.
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Cascade may vote by a 65% Dual Majority Vote (as ratified within one hundred and twenty (120) days of such
Dual Majority Vote by 65% Dual Majority of the Members’ legislative authorities), to disincorporate. Upon
disincorporation except as provided in an Asset Transfer Agreement, Cascade’s assets initially shall be held
by its then current Members as tenants in common. Each Member’s ownership interest must be based on
that Member’s Demand Share as of the time of the dissolution. Cascade’s liabilities (including Bonds and
other contractual obligations) initially shall be distributed based on Members Demand Shares as of the time
of the disincorporation. Assets and liabilities must be distributed in accordance with agreement or contract,
under a voluntary mediation process, or by a court of law. A court may appoint an arbitrator or special
master. Distribution shall be based on the best interests of efficient and economic water supply in the entire
area served by the Members, subject to a rebuttable presumption that Water Supply Assets will be returned
to the Member that originally transferred them to Cascade. That presumption may be overcome by a
showing that another asset distribution is in the best interests of efficient and economic water supply. The
proceeds of any sale of assets must be distributed among the then current Members based on the Demand
Shares at the time of disincorporation. [Res. 2012-06 § 1; Res. 2004-18 § 1. Formerly 10.3].

9.4 Successor entity.

Notwithstanding the provisions of Section 9.3, upon a 65% Dual Majority Vote of the Board (as ratified within
one hundred and twenty (120) days of such Dual Majority Vote by 65% Dual Majority of the Members’
legislative authorities), all assets, liabilities, and obligations of Cascade may be transferred to any
successor entity {including without limitation, a joint operating agency or other municipal corporation, as
permitted under state law), and all obligations of Members and parties contracting with Cascade become
obligations to the successor entity.
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EXHIBIT F
TACOMA'’S WATER RIGHTS
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EXHIBIT G

MARKET PRICED WHOLESALE RATE METHODOLOGY
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1.0 Introduction

In planning for its long-term water supply needs, Cascade Water Alliance (Cascade) approached

Tacoma Water (Tacoma) with the interest of acquiring water supply capacity by 2040. Cascade has

requested a capacity commitment of 24.0 million gallons per day (mgd) on average, with a peak

capacity commitment of up to 32.5 mgd. Recognizing that significant capital investments would be

needed to deliver Tacoma water to Cascade, both parties agreed that negotiating the terms of a

supply contract well in advance of the anticipated delivery date would be in their collective interest.
Tacoma and Cascade engaged FCS, a Bowman Company (FCS) as a neutral third party to develop a

methodology of pricing wholesale water supply from Tacoma based on industry ratemaking practices.

The American Water Works Association (AWWA) specifies two ratemaking approaches:

e Most commonly used by municipal utilities for ratemaking, the cash-needs approach involves

- defining a utility’s annual revenue requirement based on its cash needs including operating
expenses, debt service, rate-funded contributions to capital projects, and other policy-based
needs such as funding reserves. Tacoma uses this approach to set utility rates for most of its
customers, and Cascade uses it to set charges for its member agencies.

Though used most often by investor-owned utilities, the utility-basis approach provides an
alternative rate-setting methodology for municipal utilities. It is often used for setting rates for
wholesale or special contract customers because it can be tailored to reflect the specific level
and character of service provided and explicitly defines and provides a return on utility
investment committed to such service. In defining the annual revenue requirement, it typically
includes operating expenses, depreciation, and a return on the assets used to provide service.

Ongoing discussions between the parties have led to the development of a hybrid pricing model.

e Permanent Capacity: Cascade has requested a permanent capacity commitment of 15.0 mgd
peak, with an anticipated average-day demand of 12.0 mgd. Under the terms of the Wholesale
Water Supply Agreement, Cascade will pay a system development charge (SDC) to Tacoma to
receive a commitment on par with what Tacoma provides to its other wholesale customers.
Tacoma currently prices retail and wholesale rates using a cash-needs approach and will price
water sold to Cascade under this agreement in a consistent manner.

Temporary Capacity: Cascade has requested a temporary capacity commitment of 12.0 mgd
average, 17.5 mgd peak that will be governed by a separate Market-Priced Wholesale Water
Supply Agreement. Cascade will not have to pay an SDC for this capacity commitment but will
“rent” it for the term of this Agreement at a cost determined using the utility-basis ratemaking
approach.
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This report focuses primarily on documenting the methodology that Tacoma will use to set rates for
water that Cascade will purchase under the Market-Priced Wholesale Water Supply Agreement. By
setting the Market-Priced rates based solely on the temporary capacity commitment (and excluding
the temporary capacity commitment from the determination of charges for the permanent capacity
commitment), the proposed methodology avoids double charging Cascade for the assets used and
costs incurred to provide service.

2.0 Methodology

The methodology for calculating the market-priced wholesale water rate is described in further detail
below. The tables and calculations shown reflect an example test year of 2023, which would be used
to set the charges applicable between January 1, 2025 and December 31, 2025.

A. Define & Allocate Assets Providing Service

A core element of the market-priced wholesale rate methodology involves defining which
components of its water system Tacoma would use to serve Cascade and then allocating a share of
those components to Cascade based on its capacity needs. The infrastructure that would deliver
water from Tacoma to Cascade is separable into several functional categories, each of which is
discussed further below. Assets to be included in the rate base can be broadly assigned among four
general groups: ’

e Assets Providing No Regional Supply Function: Assets such as hydrants or meters that provide
no regional supply function are not allocated in any part to Cascade.

e Assets Partially Providing a Regional Supply Function: Some assets serve both regional supply
functions and other functions that are not allocable to Cascade — for example, the McMillin
Reservoir System largely operates as part of the regional supply system but also supports fire
suppression services in Tacoma’s retail system. In such cases, an engineering determination is
used to allocate the asset(s) in question between allocable and non-allocable functions.
Cascade is then allocated a share of the portion assigned to regional supply functions based on
its share of capacity.

e Assets Fully Supporting the Regional Supply System: Assets such as the Green River Filtration
Facility are entirely related to providing water and are entirely allocable to Cascade based on
its share of capacity, as described below.
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e Directly Charged Assets: Some assets such as the Supply Service Connection and Meter for
Cascade’s service, which exclusively serve Cascade, may be directly charged to Cascade rather
than being allocated to the rate base.

Supply & Treatment

Summarized below in Exhibit 1, Tacoma owns and operates a network of surface water and
groundwater sources to meet the water demands of its customers. Tacoma obtains most of its
drinking water from the Green River Watershed through a surface water supply system that includes

the following infrastructure:

e Howard Hanson Dam and Eagle Gorge Reservoir: Originally constructed to provide flood
control for the Green River Valley, Howard Hanson Dam also augments in-stream flows in the
Green River downstream of the dam during the summer and provides a source of supply for
municipal use.

e Green River Diversion Dam and Intake: Tacoma’s water supply is diverted from the Green River
about 3 miles downstream of the Howard Hanson Dam.

e North Fork Wellfield: Groundwater from the North Fork Wellfield is conveyed through the
North Fork Pipeline to the North Fork Tank, where it flows through a blending system and is
treated.

e Green River Filtration Facility (GRFF): The GRFF treats water from the Green River Diversion
Dam and the North Fork Wellfield. Tacoma has the flexibility to draw water from either or both
sources for treatment, depending on turbidity levels in the Green River and other operational
considerations.

Most of Tacoma’s water comes from the Green River under a 1912 claim known as the First Diversion
Water Right, which can supply up to 113 cubic feet per second (cfs) or 73.0 mgd subject to minimum
stream flow requirements. The Second Diversion Water Right makes an additional 100 cfs (64.6 mgd)
available but is limited by instream flow requirements. The Second Diversion Water Right is the source
of supply for the Regional Water Supply System (RWSS) and is shared by the Second Supply Partners
including Tacoma with a 15/36 Participant Share and the City of Kent, Covington Water District, and
Lakehaven Water and Sewer District each with a 7/36 Participant Share. Section 4.5.2 of Tacoma’s
2018 Water System Plan (WSP) indicates that Tacoma’s firm yield is 107 mgd on average; estimates
from Tacoma staff attribute 85.6 mgd of this firm yield to the surface water system. Section 5.1.4 of
the 2018 WSP establishes a peak capacity of 150 mgd for the GRFF, assuming that it is operated as a
direct filtration plant.
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Exhibit 1.
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<“»FECS

2 Bowman company

Page 4



Tacoma’s groundwater production wells typically produce around 11% of the total water that Tacoma
supplies, usually during the late summer and early fall when customer demands are relatively high
and much of the stored surface water has been depleted. The wells also serve as a backup source of
supply when Tacoma’s surface water source is inadequate to fully meet demands or must be taken
offline temporarily for operational reasons. Tacoma’s groundwater sources are separable into a series
of wellfields, including:

e South Tacoma Wellfield: The South Tacoma Wellfield is Tacoma’s largest wellfield and the
source of the majority of the groundwater that Tacoma draws from its aquifers. Its capacity
typically declines in the late summer. The Wells Pipeline delivers water from this wellfield to the
South Tacoma Pump Station or the Hood Street Reservoir.

e Gravity Pipeline Wellfield: The wells in the Gravity Pipeline Wellfield pump directly into Pipeline
4. Due to the high pumping costs associated with their operation, these wells are used primarily
for peaking purposes or as an alternate source of supply.

e University Place Wellfield: The University Place wellfield has two wells, one of which is used
seasonally and the other of which is for emergency use only.

o Portland Avenue Well: The Portland Avenue Well feeds directly into the Portland Avenue
Reservoir.

o Southeast Tacoma Wellfield: The five wells in the Southeast Tacoma Wellfield pump directly
into the distribution system.

e Prairie Ridge Springs: The Prairie Ridge system consists of a gallery that captures spring water,
chlorinates it, and pumps it to a pair of steel tanks for use in the Prairie Ridge Pressure Zone.
Tacoma rarely uses this system, but it remains available in the event that Pipeline 1 were to
become unavailable.

o Tideflats Wellfield: The Tideflats wellfield consists of two artesian wells that are not currently in
service. One well is high in ammonia and is reserved for emergency use only; the other does not
have a pump installed.

e Frederickson Well: The Frederickson Well does not have a pump installed and is not currently in
service.

Tacoma treats its groundwater through a variety of methods to meet all federal and state drinking
water standards. While Tacoma’s groundwater supply is generally quite reliable, it comes with
incremental pumping costs that are not required to deliver surface water. Tacoma staff have
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estimated a firm yield averaging 21.4 mgd and a peak capacity of 25.0 mgd for its groundwater
sources.

While Cascade’s connection will be physically limited as to which sources it can receive, all supply,
treatment, and supply transmission assets are included in the basis for ratemaking. Recognizing that
all supplies ultimately contribute to the reliability and availability of the capacity being committed to
Cascade, the Parties have agreed to use a “whole system” pricing model that allocates costs to
Cascade based on its share of the total system.

Exhibit 2 summarizes the allocation of supply and treatment infrastructure costs to Cascade. Given
that Tacoma’s supply system is sized to meet peak demands, the allocation of capital costs related to
supply and treatment infrastructure to Cascade is based on its share of Tacoma’s peak supply
capacity. Considering the ongoing operation of Tacoma’s water system, only a portion of Tacoma’s
supply and treatment operating expenses vary with the size and scale of the water system — other
costs instead vary with the total amount of water delivered. For this reason, supply-related operating
costs are allocated to Cascade based on its weighted-average share of average and peak capacity.

Exhibit 2. Allocation of Supply and Treatment Infrastructure Costs
] Total ’ Notes
Average Supply Capacity
Surface Water
First Diversion Water Right (FDWR) 45.41 mgd  85.6 mgd x FDWR share (113 / 213 cfs)
Second Diversion Water Right (SDWR] 40.19 mgd  85.6 mgd x SDWR share (100 / 213 cfs)
Groundwater 21.40 mgd
Total Firm Yield 107.00 mgd
Less: RWSS Partner Share of SDWR (23.44 mgd) 40.19 mgd x 21/36 RWSS Partner Share
Net Firm Yield 83.56 mgd
Average-Day Capacity Commitment to Cascade 12.00 mgd  Capacity Under Market-Priced Contract
Cascade Share of Average Supply Capacity 14.361%
Peak Supply Capacity
Surface Water (GRFF) 150.00 mgd
Less: RWSS Partner Share of Surface Water Capacity (41.08 mgd) 21/36 of SDWR share (100/213 cfs)
Groundwater 25.00 mgd
Total 133.92 mgd
Peak-Day Capacity Commitment to Cascade 17.50 mgd  Capacity Under Market-Priced Contract
Cascade Share of Peak Supply Capacity 13.067%
Average-Day Capacity as a Percent of Peak-Day Capacity 62.393% 83.56 mgd out of 133.92 mgd
% of Peak Capacity Attributable to Incremental Peaking 37.607% Remaining 50.36 mgd / 133.92 mgd

Weighted Allocation of Supply/Treatment Costs to Cascade | 13.875% ! 62.393% x 14.361% + 37.607% x 13.067%

i
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Storage

Tacoma’s water system includes a series of reservoirs, tanks, and standpipes that together provide the
storage capacity needed to meet peak demands, provide for emergency supply, and support the
delivery of water for fire suppression. The facilities that will benefit Cascade are located primarily in
the McMillin Gravity Zone and include the Alaska Street, Bismark, Fletcher Heights, Hood Street,
McMillin, North End (Reservoir and Standpipe), Portland Avenue, South Tacoma, and University Place
storage facilities. Together, these facilities have a combined storage capacity of 118.51 million gallons
(MG). Table 6-6 of the 2018 Water System Plan indicates that of this volume, 22.40 MG is attributable
to fire-suppression storage that is not allocable to Cascade because it is not requesting fire-
suppression services from Tacoma. It is worth noting that the allocation of storage capacity to
Cascade includes a proportionate share of costs associated with dead storage, recognizing that it
serves a function in the routine operations of the storage facilities and is an alternative to higher
construction costs that would otherwise have been allocated to Cascade. Recognizing that these
storage facilities in the McMillin Gravity Zone will primarily benefit Cascade as part of Tacoma’s supply
transmission system, Cascade’s share of these facilities is based on its share of supply/treatment costs
(12.082% per Exhibit 2).

Exhibit 3 summarizes the allocation of Tacoma’s storage facilities to Cascade.

¢
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Exhibit 3. Allocation of Storage Facilities
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[ Total | Notes

Total McMillin Gravity Zone Storage Capacity 118.51 MG

Less: McMillin Gravity Zone Fire Suppression Storage Capacity {22.40 MG)  Per Table 6-6 of 2018 WSP

Net Storage Capacity Allocable to Cascade 96.11 MG
Allocation of Peak Supply/Treatment Capacity to Cascade 13.067% Per Exhibit 2
Storage Capacity Allocated to Cascade 12.56 MG 96.11 MG x 13.067% = 12.56 MG
Total Storage Capacity of Tacoma System 135.16 MG

Cascade Share of Storage Capacity in Tacoma System | 9.292% 12.56 MG / 135.16 MG = 9.292%

Pumping

Given that Tacoma’s pump stations serve as part of both the regional supply system and Tacoma’s
local distribution system, they are allocated between the two functions. Cascade is allocated a share
of the supply component based on its share of peak supply and treatment capacity (13.067% per
Exhibit 2). Cascade is not allocated costs associated with the distribution component. Exhibit 4
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summarizes the allocation of Tacoma’s pump stations to the regional supply system and then to

Cascade.
Exhibit 4. Allocation of Pumping Facilities
| Allocation to Share

Pump Station Capacity . Regional | Allocable to

System I Cascade
Alaska Street 7.20 mgd 0.000% 0.000%
Alder Lane 0.04 mgd 0.000% 0.000%
Cumberland 0.50 mgd 0.000% 0.000%
Fennel Creek 2.40 mgd 0.000% 0.000%
Frederickson 0.20 mgd 0.000% 0.000%
Highland 1.50 mgd 0.000% 0.000%
Hood Street 15.00 mgd 0.000% 0.000%
Indian Hill #1 2.30 mgd 0.000% 0.000%
Indian Hill #2 1.80 mgd 0.000% 0.000%
Marine View Drive 9.10 mgd 0.000% 0.000%
McMillin #1 2.80 mgd 0.000% 0.000%
McMillin #2 7.10 mgd 0.000% 0.000%
Mildred Street 1.40 mgd 0.000% 0.000%
North End 11.20 mgd 0.000% 0.000%
Palmer 0.05 mgd 0.000% . 0.000%
Prairie Ridge 3.30 mgd 0.000% 0.000%
Prairie Ridge Springs 2.00 mgd 0.000% 0.000%
South Tacoma 17.00 mgd 0.000% 0.000%
128™ & Canyon 1.10 mgd 0.000% 0.000%
62" Avenue East 0.80 mgd 0.000% 0.000%
North 21 & Pearl 3.20 mgd 0.000% 0.000%
83" Avenue West & Cirque Drive 0.90 mgd 0.000% 0.000%
214™ Avenue East 8.60 mgd 0.000% 0.000%
198" Avenue East 3.50 mgd 0.000% 0.000%
356%™ Street 5.80 mgd 0.000% 0.000%
80™ Avenue East & 132" Lane East 0.10 mgd 0.000% 0.000%
Pipeline 1 Finished Water Pump Station 73.00 mgd 100.000% 13.067%
Total ] 181.89 mgd ; ]

Because Section 5.6.3 of Tacoma’s WSP indicated that most of these pump stations are part of the
distribution system, only the Pipeline 1 Finished Water Pump Station is allocated to the regional
supply system. This allocation may be adjusted in the future if Tacoma adds pump stations to assist in
its delivery of water to Cascade.
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Transmission

Tacoma’s 2018 WSP identifies 142 miles of large-diameter transmission mains that convey water from
the Green River and production well sites to the retail distribution system, wholesale customers, and
RWSS partners. Recognizing their purpose of conveying supply, Cascade is allocated a share of these
costs based on its allocation of peak supply and treatment capacity (13.067% per Exhibit 2). Though
no adjustments have been made to the existing inventory of transmission assets given the
information currently available, the Parties have agreed that Cascade will not be allocated
transmission assets that exclusively serve other customers and do not provide at least an indirect
benefit (e.g. system redundancy/reliability) to Cascade.

Distribution

The 2018 WSP indicates that Tacoma’s retail distribution system consists of roughly 1,250 miles of
distribution mains. Cascade is not allocated a share of costs associated with distribution mains.

Hydrants

Given that the service requested by Cascade does not include fire suppression, it is not allocated costs
related to Tacoma’s hydrants.

Meters & Services

Cascade is not allocated costs attributable to the meters and service lines that serve Tacoma’s other
retail and wholesale customers. Cascade will be responsible for the cost of the master meter(s)
installed at its point(s) of connection to the Tacoma system, but these will be recovered as direct
costs, rather than as part of an allocated rate methodology discussed in this report.

Multi-Function Assets

Assets which serve multiple water system functions, such as a pump station which maintains hydraulic
gradient for regional supply while also meeting retail distribution system peak demands, will be
allocated through a two-step process. The asset will first be allocated to the regional supply function
based on an engineering determination; the portion assigned to the regional supply function will then
be allocated to Cascade based on Cascade’s proportional share of the regional supply capacity.

General

Water system assets that are not specifically attributable to one of the categories listed above (such
as general land, administrative facilities specifically attributable to Tacoma Water, vehicles, and
equipment) are first allocated between the regional supply system and the local distribution system

.O
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based on the assets assigned to each function. Cascade is then allocated a share of the portion
attributed to supply based on its allocation of other regional supply system assets (Cascade is not
allocated a share of the portion assigned to distribution). Given that Tacoma tracks assets for the
RWSS (Fund 4600-RWSS) separately from the rest of its water system (Fund 4600), the allocation of
general system facilities in each fund is based on the allocation of the other assets in that fund.

For the purpose of allocating assets to Cascade and computing an annual return on those assets, the
cost basis includes construction work in progress (CWIP) in addition to the booked cost of existing
facilities currently in service. The balance of CWIP as of the end of the preceding year is allocated by
project to the functional asset categories described above.

Exhibit 5 summarizes the allocation of fixed asset costs to Cascade, showing Cascade being allocated
approximately $38.4 million of the assets in Fund 4600 and $18.8 million of Tacoma’s share of the
assets in Fund 4600-RWSS, for a combined total of $57.2 miillion. This allocation represents 4.375% of
the combined $1.3 billion in assets included in Funds 4600 and 4600-RWSS.
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| Original Cost as

of 12/31/23

Exhibit 5.

Qriginal Cost of
Assets Included in

Share

Allocable to

Tacoma?

| Tacoma Share of
Regional System

Allocation of Tacoma Water System Assets

Basis for Allocation
to Cascade

Share

Allocable to

Cascade

Cascade Share

Fund 4600 Assets:
Supply/Treatment
Storage
Transmission
Pumping (Supply)
Pumping (Distribution)
Distribution
Hydrants
Meters & Services
General (Supply)
General (Distribution)
Total

Fund 4600-RWSS Assets:

Supply/Treatment
Storage

Transmission
Pumping (Supply)
Pumping (Distribution)
Distribution

Hydrants

Meters & Services
General (Supply)
General (Distribution)
Total

Regional System

$192,559,971 $192,559,971
37,484,851 37,377,226
55,773,877 55,773,877
13,786,024 -
417,410,930 3
43,326,774 -
138,034,371 3
19,910,187 19,910,187
42,694,492 -
$960,981,479 $305,621,261
$200,907,711 $200,907,711
142,581,130 142,581,130
60,470 -
1,191,390 =
24,000 -
244,232 -
793,336 793,336
3,511 -
$345,805,780 $344,282,178

100.000%
100.000%
100.000%
100.000%
100.000%
100.000%
100.000%
100.000%
100.000%
100.000%
100.000%

41.667%
41.667%
41.667%
41.667%
41.667%
41.667%
41.667%
41.667%
100.000%
100.000%
41.667%

Qriginal Cost

$192,559,971
37,377,226
55,773,877

19,910,187

$305,621,261

$ 83,711,546

59,408,804

330,557

$143,450,907

Supply Capacity (Peak)
Storage Capacity
Supply Capacity (Peak)
Supply Capacity (Peak)
Not Allocated
Not Allocated
Not Allocated
Not Allocated
Other 4600 Supply Assets
Not Allocated

Supply Capacity (Peak)
Storage Capacity
Supply Capacity (Peak)
Supply Capacity (Peak)
Not Allocated
Not Allocated
Not Allocated
Not Allocated
4600-RWSS Supply Assets
Not Allocated

13.067%
9.292%
13.067%
13.067%
0.000%
0.000%
0.000%
0.000%
12.574%
0.000%
3.999%

13.067%
9.292%
13.067%
13.067%
0.000%
0.000%
0.000%
0.000%
13.067%
0.000%
13.067%

$25,162,745
3,472,928
7,288,243

2,503,410

$38,427,326

$10,938,993

7,763,236

43,195

$18,745,425

Grand Total

<PFCS
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$1,306,757,259
Tacoma is allocated 41.667% (15/36) of the assets in Fund 4600-RWSS; the other 58.333% (21/36) is dedicated to the RWSS partners.

$649,903,439

$449,072,169

557,172,751
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B. Calculate Net Rate Base

The “rate base” is the value of property on which a utility is allowed to earn a return, generally
defined as the utility’s investment in system infrastructure (as defined by the original cost of plant in
service, excluding assets that were funded by grants or donated by third parties) net of accumulated
depreciation. The rate base includes construction work in progress, which is allocated to functional
categories based on the underlying project costs. For this calculation, Tacoma’s capital asset inventory
(which it uses for its annual financial reporting) serves as the initial and primary basis for estimating
the rate base. As Tacoma adds assets, liquidates them (at a loss or gain), or removes them from
service (in-place retirement), it keeps its asset inventory current on an annual basis to ensure with a
reasonable degree of certainty that the stated costs (and the rate base, as a result) are associated
with assets that are in service (“used and useful”) in accordance with standard accounting practices.

The net rate base includes an allowance for working capital to recognize that Cascade benefits from
Tacoma Water’s existing cash reserves, which protect Tacoma (and by proxy, its ability to serve
Cascade) from financial disruption due to normal variability in the timing and amount of operating
revenues and expenses. The allowance for working capital is set at 60 days of operation and
maintenance expenses; it is determined separately for Fund 4600 and Fund 4600-RWSS and allocated
among the asset categories in each fund based on the allocation of the underlying operating
expenses.

e Supply, Treatment, and Transmission Operation and Maintenance: Allocated between
supply/treatment and transmission based on the total original cost of assets in each category
(shown in Exhibit 5)

e Distribution Operation and Maintenance: Fully allocated to distribution.

e Asset Maintenance, Planning, and Engineering Operation and Maintenance: Allocated among
functions based on the total original cost of assets in each category (shown in Exhibit 5).

e Other Operating Expenses: Allocated among functions based on the allocation of direct
operation and maintenance expenses to the categories described above.

The net rate base only includes the portion of the working capital allowance that is attributable to
assets included in the regional system. It would not include, for example, 60 days of operating
expenses attributable to the distribution system and other facilities that are not allocable to Cascade.

Exhibit 6 summarizes the calculation of the net rate base allocable to Cascade, showing an allocation
of $33.5 million to Cascade, which represents its share of the assets that will provide service as part of
the Market-Priced Wholesale Water Supply Agreement.

.0
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Exhibit 6. Calculation and Allocation of Net Rate Base

Less: Accumulated
Depreciation Qn
Utility-Funded

Qriginal Cost of
Regional System as

Net Cost Allocable
to Regional System
as of 12/31/23

Less: Contributed
Regional System
Assets

Allowance for
Working Capital’

Plus: CWIP Allocable

- Net Rate Base
to Regional System

of 12/31/23

Fund 4600 Assets:
Supply/Treatment
Storage
Transmission
Pumping (Supply)
Pumping (Distribution)
Distribution
Hydrants
Meters & Services
General (Supply)
General (Distribution)
Subtotal

Fund 4600-RWSS Assets:

Supply/Treatment
Storage

Transmission
Pumping (Supply)
Pumping (Distribution)
Distribution

Hydrants

Meters & Services
General (Supply)
General (Distribution)
Subtotal

“PFCS
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(per Exhibit 5)

$192,559,971
37,377,226
55,773,877

19,910,187

($22,842,878)
{820,888)
(6,448,646)

(257,385)

Assets

($54,530,140)
(8,604,968)
(25,298,012)

(13,826,485)

$2,120,554
10,691,369
605,351

1,527,347

$117,307,507
38,642,738
24,632,570

7,353,665

$6,703,220
276,697
1,941,549

47,010

$124,010,727
38,919,435
26,574,119

7,400,675

$305,621,261

$200,907,711

142,581,130

793,336

($30,369,797)

($18,836,469)

(70,020,557)

(65,208)

($102,259,605)

($64,858,715)
(22,779,644)

(194,644)

£14,944,922

$1,789,297
20,773

408,182

5187,936,481

$119,001,824

49,801,702

941,667

48,968,475

$619,472

439,630

$196,904,956

$119,621,296

50,241,332

941,658

$344,282,178

$649,903,439

($88,922,234)

(5119,292,031}
160 days of operating expenses, determined separately for each fund and allocated to system functions based on the underlying operating expenses.

(587,833,002)

{$190,092,608)

$2,218,252

517,162,874

$169,745,193

$357,681,673

$1,059,093

£10,027,569

$170,804,286

53567,709,242
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Exhibit 6 (Continued). Calculation and Allocation of Net Rate Base

Cascade Share of
MNet Rate Base

Tacoma Share of Share Allocated to
Tacoma? Net Rate Basa Cascade?

Share Allocable to

Net Rate Base

Fund 4600 Assets:

Supply/Treatment $124,010,727 100.000% $124,010,727 13.067% $16,205,083
Storage 38,919,435 100.000% 38,919,435 9.292% 3,616,224
Transmission 26,574,119 100.000% 26,574,119 13.067% 3,472,569
Pumping (Supply) - 100.000% - 13.067% -
Pumping (Distribution) - 100.000% - 0.000% -
Distribution - 100.000% - 0.000% -
Hydrants - 100.000% - 0.000% -
Meters & Services - 100.000% - 0.000% -
General (Supply) 7,400,675 100.000% 7,400,675 12.574% 930,525
General (Distribution) - 100.000% - 0.000% -
Subtotal $196,904,956 $196,904,956 $24,224,400
Fund 4600-BWSS Assets:
Supply/Treatment $119,621,296 41.667% 49,842,207 13.067% $6,513,123
Storage - 41.667% - 9.292% -
Transmission 50,241,332 41.667% 20,933,888 13.067% 2,735,533
Pumping (Supply) - 41.667% - 13.067% -
Pumping (Distribution) - 41.667% - 0.000% -
Distribution - 41.667% - 0.000% -
Hydrants - 41.667% - 0.000% -
Meters & Services - 41.667% - 0.000% -
General (Supply) 941,658 41.667% 392,358 13.067% 51,271
General {Distribution) - 41.667% - 0.000% -
Subtotal $170,804,286 $71,168,453 $9,299,927

$367,709,242

£268,073,408

533,524 327

|
Tacoma is allocated 41.667% (15/36) of the assets in Fund 4600-RWSS; the other 58.333% (21/36) is dedicated to the RWSS partners.
2Cascade is allocated a share of the net rate base based on the asset allocation shown in Exhibit 5.
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C. Calculate Return on Assets

The return on assets is conceptually similar to “rent” that Cascade would pay to Tacoma for the
privilege of using its infrastructure. It is calculated by multiplying the net rate base allocated to
Cascade in Exhibit 6 by an appropriate rate of return. Only assets used to provide service under
the Market-Priced Wholesale Water Supply Agreement are included in the net rate base used
to calculate a return under the utility-basis pricing model — Cascade will pay an SDC to acquire a
permanent capacity commitment from Tacoma under the Wholesale Water Supply Agreement
and, based on the cash-needs pricing model, will pay for a proportionate share of debt service
and rate-funded capital associated with that capacity in the same way as Tacoma’s other retail
and wholesale water customers.

While the rate of return is often linked to the service provider’s weighted average cost of
capital (WACC), Tacoma and Cascade have agreed to use an externally based index to simplify
calculation and updates as financial structures change over time. The rate of return on the rate
base will be calculated using an average of the weekly municipal bond yields of the Bond Buyer
25-Bond Revenue Index over the two most recently completed years, plus a margin of 2.5%.
Exhibit 7 summarizes the calculated rate of return on assets based on 2022 — 2023 municipal
bond vyield values:

Exhibit 7. Calculation of Rate of Return on Assets
Two-Year (2022-2023) Average Yield per 25-Bond Revenue Index 3.711%
Plus: Incremental Premium 2.500%

Rate of Return on Assets 6.211%

Multiplying the net rate base of $33,524,327 allocated to Cascade (per Exhibit 6) by a rate of
return of 6.211% (per Exhibit 7) results in a return of $2,082,054 on the assets providing
wholesale service. This return is part of the annual cost of service to be recovered from Cascade
under the Market-Priced Wholesale Water Supply Agreement and will change over time as the
rate base and the average municipal bond yield change.

D. Allocate Depreciation Expense

The cost of service to be recovered from Cascade also includes a proportionate share of annual
depreciation expense on the assets providing service under the Market-Priced Wholesale Water
Supply Agreement for two reasons:
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e To recognize the costs and decline in value associated with Cascade’s use of Tacoma’s
infrastructure

e To collect a reasonable contribution toward the future replacement of the assets
providing service that is relatively independent of Tacoma’s internal capital financing
decisions

For the purpose of this allocation, Tacoma will use its standard useful life assumptions that are
embedded in its annual financial reporting. Page 26 of Tacoma’s 2023 Annual Financial Report
specifies the following useful life assumptions:

e Source of Supply Plant: 34 Years

e Pumping Plant: 40 Years

e Water Treatment Plant: 28 Years

e Transmission Plant: 60 Years

e Distribution Plant: 53 Years

e General Plant: 13 Years

e Right to Use: Depends on the life of the lease or subscription

Exhibit 8 summarizes the allocation of depreciation expense to Cascade, based on the same
principles used to allocate the net rate base to Cascade in Exhibit 6 (while CWIP investments
are included in the net rate base used to calculate a return, they are not depreciated unless or
until they are booked as a completed capital asset that has been put into service). Similarly,
Cascade is only allocated depreciation based on its share of capacity under the Market-Priced
Wholesale Water Supply Agreement. As discussed in Section 1.0, the payments that Cascade
makes based on the permanent capacity commitment will be pursuant to the Wholesale Water
Supply Agreement and Tacoma’s cash-basis ratemaking process.
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Exhibit 8. Allocation of Depreciation Expense

Annual Share {  Tacoma TR Cascade
| Depreciation ' alacltt L Share of Basis for Allocation | Allocable Share of
of Regional Tacoma? | Annual to Cascade tolEiiine Annual
System? Depreciation Depreciation
Fund 4600 Assets:
Supply/Treatment 55,126,502 100.000% $5,126,502 Supply Capacity (Peak) 13.067% $669,905
Storage 625,709 100.000% 625,709 Storage Capacity 9.292% 58,138
Transmission 911,626 100.000% 911,626 Supply Capacity {Peak) 13.067% 119,127
Pumping (Supply) - 100.000% - Supply Capacity (Peak) 13.067% =
Pumping (Distribution) - 100.000% - Not Allocated 0.000% -
Distribution - 100.000% - Not Allocated 0.000% =
Hydrants - 100.000% - Not Allocated 0.000% =
Meters & Services - - 100.000% - Not Allocated 0.000% -
General (Supply) 889,932 100.000% 889,932 Other 4600 Supply Assets 12.574% 111,896
General (Distribution) - 100.000% - Not Allocated 0.000% -
Subtotal 57,553,769 $7,553,769 $959,065
Fund 4600-RWSS Assets:
Supply/Treatment $6,164,214 41.667% $2,568,423 Supply Capacity (Peak) 13.067% $335,628
Storage = 41.667% = Storage Capacity 9.292% =
Transmission 2,326,140 41.667% 969,225 Supply Capacity (Peak) 13.067% 126,653
Pumping (Supply) - 41.667% - Supply Capacity (Peak) 13.067% =
Pumping (Distribution) - 41.667% - Not Allocated 0.000% -
Distribution - 41.667% - Not Allocated 0.000% -
Hydrants = 41.667% - Not Allocated 0.000% =
Meters & Services - 41.667% - Not Allocated 0.000% -
General (Supply) 32,807 41.667% 13,670 4600-RWSS Supply Assets 13.067% 1,786
General (Distribution) - 41.667% - Not Allocated 0.000% -
Subtotal $8,523,161 $3,551,317 $464,068
Total 516,076,930 511,105,086 | 51423133

'Based on plant in service as of 12/31/23.
2Tacoma is allocated 41.667% (15/36) of Fund 4600-RWSS assets; the other 58.333% (21/36) is dedicated to the RWSS partners.

E. Allocate Operating Expenses

Exhibit 9 summarizes the framework used to allocate operating expenses to Cascade:
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Exhibit 9. Framework for Allocating Operating Expenses

Variable ) e Applied as
Costs i Unit Cost

Supply,
Treatment, &
Transmission

% of Supply
Fund Capacity

4600

QOperating
Costs

Direct Not

Distribution Alacaed

{Operating
Costs

-

Asset

Fund Maintenance, % of Plant in

4600-RWSS 3 RWSS
Operating ’ Partners

Costs

Planning, & Service
Engineering

Administrative

Indirect & Overhead s
2ltislielali 3 Direct
Costs Gross Earnings Markup
Tax [GET)

State Taxes
F'gbt 1 \[o}3
Service & >
A Allocated
Jther

The framework shown above attempts to balance equity and simplicity, recognizing that
Tacoma does not separately track operating expenses specifically related to the facilities that
would serve Cascade. The allocation generally summarizes expenses by activity within Tacoma’s
chart of accounts, assigning costs to Cascade based on the following principles:

e The pool of operating expenses allocable to Cascade includes the Fund 4600 operating
budget and Tacoma’s share (15/36, or 41.667%) of Fund 4600-RWSS operating expenses.

e Variable operating costs including electricity, chemicals, and solids hauling are not directly
allocated to Cascade, but are instead built into a variable unit cost that applies to Cascade
as an incremental volume charge based on its actual water usage.

e Fixed operating costs are split into separate pools for direct operating costs, indirect
operating costs, and debt service/other rate-funded capital costs.

»  While supply-related capital costs are allocated to Cascade based on its share of peak
supply capacity (to recognize that the supply system is sized to meet peak demands),
fixed operating costs attributable to supply, treatment, and/or transmission are
allocated to Cascade based on its weighted share of average and peak supply capacity
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(13.875% per Exhibit 2). This allocation recognizes that some operating expenses vary
with the size and scale of the system while others vary with how much it is used.

» Fixed operating costs attributable to the distribution system are not allocated to
Cascade.

» Fixed operating costs attributable to asset maintenance, planning, and engineering are
allocated to Cascade based on its share of plant in service. The share of these costs
that Tacoma budgets in Fund 4600 is allocated to Cascade based on its share of Fund
4600 assets (3.999% per Exhibit 5); Tacoma’s share of these costs in Fund 4600-RWSS
are allocated to Cascade based on its share of Fund 4600-RWSS assets (13.067% per
Exhibit 5).

» Fixed administrative and overhead costs are not allocated to Cascade directly but are
built into a markup that applies to its allocation of direct operating costs. The markup
is calculated by dividing the total administrative and overhead costs (for Funds 4600
and 4600-RWSS combined) by total operating expenses net of the gross-earnings tax
(which, as mentioned below, is applied to the total cost allocation at the end of the
calculation). A maximum markup of 30.0% is allowed under the terms of the Market-
Priced Wholesale Water Supply Agreement.

» Retail water conservation investments and expenses are not allocated to Cascade as
Cascade has its own conservation program.

» Taxes are not allocated to Cascade in this part of the analysis. In general, taxes would
be applied as a markup to the total cost allocated to Cascade in order to keep
Tacoma’s water utility financially whole. State excise taxes would not apply because
RCW 82.16.050 (2) allows Tacoma to deduct revenue from the sale of water (and other
commodities) for resale within the State of Washington. However, Tacoma’s 8.0%
gross-earnings tax would apply to Cascade as Tacoma’s water utility must pay that tax
on its gross income (including income received from Cascade). The terms of the
Market-Priced Wholesale Water Supply Agreement allow Tacoma to recover the costs
associated with the gross-earnings tax, capping the gross-earnings tax rate at 8.0%.

Exhibit 10 summarizes the allocation of actual 2023 operating expenses to Cascade.

®
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Exhibit 10. Allocation of Operating Expenses

Calculation of Administrative Cost Markup 2023 Actual

Total Administrative & Overhead Costs (Funds 4600 and 4600-RWSS) $27,282,711
Total Operating Costs $91,305,677
Less: Gross—Earnings Tax (9,789,224)
Net Operating Costs $81,516,453
Administrative & Overhead Costs as a Percent of Net Operating Costs 33.469%
Maximum Administrative Cost Markup per Agreement 30.000%

Effective Administrative Cost Markup

Calculation of Variable Unit Cost 2023 Actual
Variable Operating Costs

Electricity $1,454,628

Chemicals 2,295,783

Solids -
Subtotal - Fund 4600 O&M $3,750,411
Total Production Volume 31,589,574 ccf
Adjustment for Estimated Water Loss 2.000%
Adjusted Production Volume 30,957,782 ccf
Base Variable Cost per ccf $0.121
Administrative Cost Markup (30.000%) 0.036
Gross Earnings Tax (8.000%; Effective Rate of 8.696% to Recover Tax on Tax) 0.014

Variable Cost per ccf with Markup (30.000%) & Gross Earnings Tax [8.000%:)

Share ‘ Tacoma Share catcale
| 2023 Actual | Basis for Allocation | Share of
Expense Allocablezto Share of e Cadiade Allocable to A
Tacoma Annual O&M Cascade
oam
Fund 4600 Variable O&M Costs $1,802,080 100.00% $1,802,080 Not Allocated 0.00% $
Fund 4600 Fixed O&M Costs
Supply, Treatment, & Transmission 15,063,621 100.00% 15,063,621 Weighted Supply Capacity 13.875% 2,090,050
Distribution 12,101,609 100.00% 12,101,609 Not Allocated © 0.000% -
Maintenance, Planning, & Engineering 5,626,707 100.00% 5,626,707 Share of Fund 4600 Assets 3.999% 224,998
Taxes 16,940,680 100.00% 16,940,680 Not Allocated 0.000% -
Debt Service 3,546,581 100.00% 3,546,581 Not Allocated 0.000% =
Capital/Other 2,983,030 100.00% 2,983,030 Not Allocated 0.000% -
Administrative & Overhead 26,798,552 100.00% 26,798,552 Not Allocated 0.000% -
Subtotal — Fund 4600 O&M $84,862,859 $84,862,859 $2,315,049
Fund 4600-RWSS Variable O&M Costs 51,948,331 64.99% £1,266,204 Not Aliocated 0.000% $
Fund 4600-RWSS Fixed O&M Costs
Supply, Treatment, & Transmission 4,031,545 41.67% 1,679,811 Weighted Supply Capacity 13.875% 233,071
Maintenance, Planning, & Engineering (21,218) 41.67% (8,841) Fund 4600-RWSS Assets 13.875% (1,155)
Administrative & Overhead 484,159 41.67% 201,733 Fund 4600-RWSS O&M 0.000% -
Subtotal - Fund 4600-RWSS O&M $6,442,818 $3,138,907 $231,915

Direct O&M Cost Allocation $91,305,677 | $88,001, 766 42,546,964
QM Cost Allocation with Marku | 43,311,054

Exhibit 10 shows an allocation of approximately $3.3 million in annual operating costs to
Cascade based on its temporary capacity commitment under the Market-Priced Wholesale
Water Supply Agreement. In addition to this amount, Cascade will be allocated a share of
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operating costs for its permanent capacity under the Wholesale Water Supply Agreement
based on Tacoma’s cash-needs pricing model.

F. Calculate Wholesale Rate Structure

In general, using purely historical costs for the market-priced wholesale rate calculation would
result in a lag in cost recovery from Cascade — for example, 2025 rates would be set in 2024
using 2023 data. To avoid undue impacts to Tacoma, the Parties have agreed to adjust the fixed
operating costs allocated to Cascade in Exhibit 10 to reflect two years of inflation in the
Consumer Price Index for All Urban Consumers (CPI-U) for the Seattle-Tacoma-Bellevue
Metropolitan Area, from June of two years ago to June in the current year. As envisioned, a
2025 rate calculation prepared in 2024 uses CPI-U inflation from June 2022 to June 2024 —
based on the published values for these periods, the inflationary adjustment is calculated as
354.824 / 326.656 = 8.623%. This inflationary adjustment also applies to the variable unit cost
increment shown in Exhibit 10, increasing the incremental variable cost from $0.171 per ccf
(including the markups for administrative costs and gross-earnings taxes) to $0.186 per ccf.

Depreciation and the return on assets are not adjusted for inflation, recognizing that they will
change with the addition and retirement of assets (which are relatively unpredictable and can
vary considerably from year to year). The 2025 rate calculation reflects depreciation and a
return on assets that were in service as of 12/31/23 (it also includes a return on CWIP
investments that had been made as of 12/31/23, but as previously noted CWIP investments do
not depreciate unless or until the related asset is placed into service).

Exhibit 11 summarizes the total annual cost of service allocated to Cascade for supply that it
will receive under the Market-Priced Wholesale Water Supply Agreement:

Exhibit 11. Summary of Annual Revenue Requirement — Market-Priced Wholesale Water Supply
Allocation for
2025 Rates e
Return on Assets $2,082,054 6.211% Return (Exhibit 7) x Net Rate Base of $33,524,327 (Exhibit 6)
Depreciation 1,423,133 Per Exhibit 8
o&M 3,596,570 $3,311,054 per Exhibit 10 with an inflationary adjustment of 8.623%
Taxes:
State Taxes - N/A — Sales for Resale Deductible per RCW 82.16.050 (2)
Gross Earnings Tax 617,544 8% per Section 6A.100.010 of Tacoma Municipal Code
Total Annual Allocated Cost $7.719.302

How Tacoma recovers this allocated cost from Cascade is a point which the parties negotiated.
In general, fixed charges promote revenue stability and predictability while volume charges
incentivize efficient use of the system and protect both parties from risks associated with
overestimating or underestimating usage. Based on discussions between the parties, the
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wholesale rate structure is set to recover 25% of the total allocated cost through a monthly
fixed charge and 75% through a volume charge. Exhibit 12 shows what the wholesale rate
structure would look like based on the 2025 cost allocation shown in Exhibit 11.

Exhibit 12. Rate Structure for Market-Priced Wholesale Water Supply

2025 Rate Notes

| Calculation
Total Annual Allocated Cost (2025) $7,719,302 Per Exhibit 11
Share Recovered Through Fixed Charges 25%
Annual Cost Recovered Through Fixed Charges $1,929,825
Monthly Fixed Charge $160,818.79
Annual Cost Recovered Through Volume Charges $5,789,476
Estimated Volume 5,855,208 ccf Average-day demand of 12.0 mgd, converted to ccf
Base Volume Charge per ccf $0.989 $5,789,476 / 5,855,208 ccf
Plus: Variable Unit Cost per ccf Produced $0.186 Adjusted for administrative costs, taxes, and inflation

Total Volume Char er ccf $1.175

For comparative purposes, Section 12.10.400 of the Tacoma Municipal Code specifies a 2025
wholesale water rate structure that includes a fixed “ready-to-serve” charge of $3,188.34 per
mgd of contracted peak capacity and, for “constant-use” wholesale customers with a
summer/winter use ratio of 2.5 or less, a seasonal volume rate structure set at $1.598 per ccf
from October — May and $1.998 per ccf for June — September. Based on the temporary peak-
capacity commitment of 17.5 mgd, the fixed charge would be $55,795.95 per month ($669,551
per year). Assuming that Cascade uses the full temporary peak-capacity commitment of 17.5
mgd for the 122-day period spanning from June 1 through September 30 and an annual average
daily demand of 12.0 mgd, the total annual volume charge would be roughly $10.5 million. The
total annual cost allocated to Cascade in Exhibit 11 ($7.7 million) represents approximately 69%
of what Cascade would pay under Tacoma’s adopted 2025 wholesale rate structure for a
comparable permanent capacity commitment.

3.0 Other Technical & Administrative Issues

The rates shown in Exhibit 12 use 2023 actuals and other recent information to provide a
sample calculation of the market-priced wholesale water rate for 2025. The use of historical
data in the rate calculation with a defined methodology for inflationary adjustments is
advantageous in that it protects both parties from the risks associated with using forward-
looking budget projections, including (but not limited to):

e Inflation Assumptions: Costs may increase from year to year at a rate that is higher or
lower than the assumptions built into the budget.
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e Operational Assumptions: The budget might include planned staffing additions (with
corresponding impacts to projected salary and benefit costs) that might or might not
occur.

e Budget Contingencies: The budget may contain contingencies or conservatively high cost
estimates that are intended to minimize the likelihood that staff will have to request
additional budget to accommodate unforeseen overruns. Because these contingencies do
not necessarily represent what the utility actually expects to spend, including them in the
pool of costs to be recovered through the wholesale rate structure would arguably result
in overcharging wholesale customers for service.

Using historical costs to set the market-priced wholesale rates also avoids the administrative
burden of the true-ups that would otherwise be needed to ensure that the rate structure
recovers costs equitably. However, the downside to using this approach for rate-setting is that
it results in a “lag” in recovering near-term cost increases. To mitigate this, the methodology
outlined in this report adjusts the allocated operating costs for two years of inflation in the CPI-
U for the Seattle-Tacoma-Bellevue Metropolitan Area. However, some risks remain:

e Cost increases may exceed CPI inflation for various reasons including labor-union
negotiations, insurance premium increases, and unanticipated repairs. Such
unanticipated cost increases will end up in the rate calculation, albeit with a lag. It would
be prudent for the Parties to establish a process that enables mutually agreed-upon
adjustments to the annual cost allocation in a given year if needed (likely only in relatively
severe cases) to ensure that the rates are based on representative or “normal” operating
conditions to the extent possible.

e Though the market-priced wholesale rate calculation uses stable and reliable indices to
adjust allocated operating costs for inflation and determine the rate of return on assets, it
is possible that the indices used may be modified or discontinued. In either case, the
Parties should agree to collaborate (and seek outside guidance from a qualified
professional if needed) to find a new index.

It is also worth noting that Tacoma may add programs or cost centers, remove them, or
otherwise change its chart of accounts over time. The Parties have agreed that such changes
will not occur without Cascade’s concurrence, which it cannot reasonably withhold. In the
event of a dispute, the Parties will initiate a mediation/arbitration process using either a rate
consultant, accountant, or perhaps a regulatory agency (such as the Utilities and Transportation
Commission) with applicable experience and methods.
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EXHIBIT B
SCHEMATIC OF EXAMPLE WHOLESALE CONNECTIONS

The schematic below is provided only as an example; it does not represent pipes or
connections specific this Agreement.
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EXHIBIT F
TACOMA’S WATER RIGHTS
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The City of Tecoma cledrs all rights that are {

of the Greea River, Thess clalmad ri Wty i) 3 to. o
vested right, s riperism right, snd ssmsrcus sppropristed rights to the cutes
of the Greca River.

VESTED RICHTS

The City of Tacoms first served notice on Februmry 3, 1996, mmdgr tho 1563
Water Code that it was sppropriatisg water from its diversion den
location on the Greea River. Nr. Frask Devis, Citr s pusted two

potices that met the 189) statutory requirmmewts, esch for 100 cfr, vhiich wors
filed in the King County Auditor’'s Office under Fee Wo. 37619) in Volmms I,
Page 312 and Fee No. 376192 in Volume 1, Page 313, Ildenticsl motices were
again posted July 21, 1908, in the same King County and theresfter filed
undsr Fee Nos. 560603 and 560604 in Volume 1, Pages 47! and 474, on July 23,
1908, Each of the filings were for 100 cfs, totaling 400 ¢cfs, which wers
thus appropriated by said actions. These notices specifically staste thst

the points of diversion would take place in Section 18, Tewmshin 21 Morth,
Range 8 East, X, M, which is the present location of the City's Diversien
Dap. Copier of these filings are attached,

Formal construction of the Green River Gravity System was begua im 1910.
hater at the rate of 30.9 cfs was delivered to the City on Msy 8, 1613,

Since completion of the original construction, this system has besn crdevly
expanded to the present capacity of 113 cfs campensurate with tho wzter noeds
of the City of Tacoma and its service area, thus establishing a vestod right
to the water of the Green River.

A second major pipeline from the Groem River will be required to mee? expacied
water demands betwoen the years 1980 to 2000, This pipelinc is scheduled to
have a design capacity of about 115 cfs. In the year 2000, the City of Tacomn
will prodably be serving water to a very large service aroa im both Kiag
County and Piorce County. Water demands beyond the year 2000 will require
additional expansion of the City's water utility system cosmsasurste with
noeds siailar to the orderly and timely dovelopzeat of the past. A third
m1jor pipeline from the Green River (with a design capzeity of eboust 180 to
150 cfs) will be required sbout the year 2000,

In summary, the City of Tacoma, for and on behalf of its Dopartmont of Public
Utilities, Water Division, claims a vested right to 400 cfs frem the Green
River because the water has been legally appropriated, the Green River weter
supply system has been utilized continuously and orderly expanded simce came
plction of original construction and tho system will be orderly sxpanded to
an ultimate capacity spproaching 400 cfs.

Two reports pr.pared by the City of Tacoma Water Divisioa are submittod to
support the clain for 400 cfs of water, They arxe:

"A Comprsheasive Nater Supply Study and Plan for Pierce County
and Vicisity” and

"planning Tacoma's Water Needs, 1970 - 2000."

RIPARLAN RIGHTS

Ia furthez support of the “vested rights” referred to hersimshews, tho City
of Tecoms cleins riparisn rights to 400 cfs of the weter of tho Greem

for its mamicipel wsteT supply oystem dsscribad amd rofevred te mmdar “vested

rights” bersinsbove, begimmipg vith the first purchase 4f lamd 8t the diver-

sion dem ¢ A August 19, 1910. The Wster Division cuzs lends bordering the :
Greea River ia & coutimmsus strip for o distamco of wﬂ-.dy tuenty-six !
river iles edove end cammacting vith the City's diverzion dam. This cwasc- ;
thip 19 shows oa ths ettached draving emtitled "Groen River Ustershed Map.”



1a farther of the claine for 400 ofs for tha
“vestod ami rights” bareimsbeve, the
L reflect the “pprsprieiod rlﬁ.
=4 mdar the thes State lamy. elalms &
¥ logicsl onrder,
‘ 1. Amgust 8, 1908 80 cfs Sec. 16, TZIR,
F) Vol, 1, Page M3
¥ Elng Commty Beter Rights
W 2. August 8, 1908 80 cfs Sec. 22, TGN, MAOE, WM.
e Vel. 1, Page 34%
: Kiag Comsty Hater Bights
& 3. Angust 19, 1905 80 cfs Sec. 12, T2IM, RYE, WM,
v Vol. 1, Page 284
King Cusmty Sxter Rights
- 4. August 19, 1905 80 cfs Sec. 9, TIK, RTE, M.M,
Vol. 1, Page 249
: King County Natexr Rights
S. February 8, 1906 100 cfs* Sec, 18, T2IM, RSE, M.K.
T Fes Ko, 376191, Vol, ), Page 313
o King County Water Rights
# 6. February 6, 190¢ 100 cfs* Sec. 18, T21K, RSE, W.M. _
Feo No. 376192, Vel. 1, ‘Page 513
, Kking County Matexr Rights
& 7. July 23, 1508 100 cfs* Sec. 18, T2IN, RSE, W.X.
- Foe No. 560603, Vol. 1, Pege 473
' King Coumty Wztor Rights
al
. 8. July 23, 1sos 100 cfs* Sec. 18, TIIK, RBE, .M.
- Fes No. 560503, Vol. 1, Page 423
5 King County Rater Rights
2 9, Februasy 7, 1935 100 cfye Sec. 18, T21K, RSE, .M.
-1 ' Applicatiom No. 3787, 1917 Wtater
oy ’ Code (Peading Applicatica)
10, February 3, 1956 S0 cfs® Sec. 18, T21N, RBE, W.N,
3w Applicatioa Mo, 13735, 1817 Uster
Code (Pending Applicstica)
: 11, August 24, 1970 90 MGD* Sec. 1S and 22, TZ1M, REBE, MK, G 465 P

Application No. 11177, Grussd
i uster, North Pork of Gewesa Rivez

Ares (Psnding spplicstisn)

® These surface water rights and the peading spplicatica for gremmd wxter
will be utilized for the witimate developmeni of the total Gresm Rivor

B vater supply systmm. R
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- FOTICL IS NIREBY GIVid!, Thot X, Prank L. Daris, City Baginecr
!" ¢f the City of Tacoma, & citizen ot. the Uniteé Gtatos, overy the age

o or Mnty-cno yoars -nd s renitcent of Taooma,Pleros pouncy,wmh!.a,-....-.:
i ton, for snd un wensIf of tne radd City of Yaoema olalm tho water )

ia, to and of a corta‘n strors, lying, being und flowing throuzh

Bection Yo. {S/ y Tormship 2./ ____)Jdrth, of Range Reot of
the V.M., known as the Green Rive-, to tho o:'ent of 100 cublio fest

per pocond of tizo of the natural !‘ow of tho‘ntoro of oadd river, o---g!

tho sase being in King County, Washingt. n. . ‘, R

B8aid water is wppropriated anc uinrod by the .ua l'ruﬂz

of oup;lyiuc a1d City of Teooma w * the tn‘\nhltu.ntn‘thbne'f'wltb ‘
wator fc= -encral,punteirsl, desuptic, fire, cv moroial and mufmm&-&ﬁ&
ing purrc o and ecaid wate~ will be used at and in ho tloin!ty of
the City ¢’ Tucouzs in Pierce County,¥ushington. 8uid Prank T.Davie
for cold City of Toooza, derizep to and will divert thy wat o -f

° paid otrct.:x at a poxnt in Lho N

fer t.e uges. and

i = ‘..‘ .r‘\'q ‘v n, ke . R :
-'*-"'""""“‘"NS thip notico ip posted on the hnc m &W 95%
‘f_,,‘ g el dnteke and f£ilcd in the office of the County Anasur-ot )

Trohington, us required Jy luv, in Liahalf of end “or the
\]
bonefit of prid City of Tacors.

c’
g .
Posted July Z 'Z 3908,
Ufé 4.:\3?:\.0:' 0 Zﬂ Ulg
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EOTICE 07 APPHOPRIATION GF WATER POR CITY PUKPQITG AYD T

< . SCPFLIT i 1B DOABITATTS T.0HEOY VITH JATER. ‘%

VOTICE IN iLIUSA QIVi.i, Tha' X, Prunx L. Davis, & oiti::c of

d & ronidont

- tie Unlted Otatesz, ovcr the u',o gf twunty-onc A
. ' 6! Tucorn,lPicr. o Co > ,,,t'aq),ingtm, cludim the Il\. in, .o and of &
l.bc"t In [of iy, A 1n5 bolnﬁ” w.n‘, t . \{eouon Ho. £(
“for')";p___&/____ ﬂdr'(h rof r-rm.zc‘ "--’,.*;mt of the V.'. .
)::wm nu the Greon }-’\Ax‘. ,1'° '/4 c:unt of aop @blo feet por

Vi
nrco"' of viye ol Jv\ m.\mi

SeaE

of Lre vuqu.or ma river, tho

,\
y ! ®

same leing ir King Cutﬁtv,? A»L g\m, ’ i ) [‘j i
the satd Fr°

¥ T

Sl waf e g u\x,‘ym,rintcd and cln-med b

Davie to be uscd  ‘, 4in und ncor the City of Tacorma for ¢} f:,»{x:"a'

- . of supplrlag sutd CLoy ¢f Tacowu and o Int.ubitento there¢! with
s . rwater for -ercrual, mantelpal, Gomuestic, flre, commorcial and
S oo Zanufacturing prrpetcs and zaid vat.r will %o uged at uné in the

cv.ednity of Lo Cutp ool Tacoza An Pierco Count).'&l‘xll\cton.
- :};:d Prank I, Davis dotires to and nxu divert the wators of -um
L stren= at & point in the S 4 B 28 4 /7
%1 L~ (/ (%Mb.ﬂ / ¥ te the saount

hor in clulned, and tlo eald divoersion will he mede by means of

cenduits, dic.ec, flizies, pipo lines, boxra an’ tunnelce for thc

~... _ purroce of coavcying sald asount of wator, so te bo Givarted froa
" - .Lho peint of intuko on onid tract of 1.4 above described, Lo the
.' City ¢f Tacuna for tl.e usecs wid purpudos oa above est torth i
This notico ic ponted on tie 1-.nd near Lle pr':poald wtnt_.pt y
intale and £iled 4in Lha of £109 of the County Auditor of xu%a Wty,

Uaahinzton, uo roquired by lnvw, in bol.alf of and for the uso and
benefit of ose2id Yrank L. Davis.. .

- Pooted Ny _2: 2. ,1705.
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éf\s Pou!eu thtu 8th day of Fehruory,1906.
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BOTICH OF APPROPRIATIC™ OF WATER FOR cm mm R LT
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AXD SUPPLYING THR I)IABITANTS Ll
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THERROF WITH WATER, v
. y T - :~""Tn%

- 5 eyt
Uetice J» Rerery cfven t'mt the ity :f Tacoma, o mmicipsl 4

cerrorution c¢f the first class, ¢f the Stute m Yanhington, by Prank L. o
Daviev fto duly avrcirtod, qualific. and uctinc City ln(;imor. olains '

the water in, to ard uf a certain ctrern lyins, beins and flowing th:’fugh".
Section 18, Township 21 Nort)., Range 8 East #f the W.M., known ae Green
Fiver, to the extont of one hindred (100) curic fest per second of tims °
¢f tho mtural flcw of the waters of said river, the cams being in Kina
County, Yashin:iton, i .
Seid water is apprecpriated and claimed by the sald City of
Tacora to be ussd at, in end naar the City c¢f Taccoma t;r thb'pu}§0£0
rUERIvin: sald L.ty of Tacouri and . he 1nhuh1tantu thereo?f vith-vu.rr
fom zameral ; munlesadi y don2w¥le, | fns; co'her\Atl ‘and - ufacturing r-e
Furpeses and nuid water will be v.ed a and in the ~icinity of the Clity
0l Tu. 7, i Plerce Cuuu’:, Waskin~tcoa, Sadd City of Tacora doLirs: o )
a™i will divert ke v terns ¢f sald uytream at a point in the gouthieant
uarter cf e :?H:E?qﬁt quarter cf wpsa!d Scction 18, o the aﬁoﬂnt
reredrn claired, and tse Baid di-ersion w111 bhe mde ty means of dams,
condulto,ditche: , nlje6 lines, boxc':n a:. tunrels rox‘(,)m p}:rpouo of
cenveyins euid crmount Of water, £0 t0 he diverted rro{t’.ho point of
intake on zuid truct of land avove deuncridted,to the City c:‘ Tucom”for

the upes an alcve rnot forth,

’ —J LS '“
This notica {2 pooted on the land hear the proponwd point t&
ntake and f.led in ~he office of the Cou- ty Auditor of King County, A
washin.ton, as re-uired uy law in bdnlr of md for the use and bmﬁ%

of said City of Tacoma,. u" 0 s W as

/ﬂ 4 A/L/) n_y 276{:' ,—.,‘ .
ﬁ PSP
Ry N Jos

.
 ntaten e ’uL..--ut— = —
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\\\ ef Tacren, TmPlorse € =ty Vaehiim: & €aid Frank L.2-vip dersiren .o _ -

~ Lt P e W L e 3
TS T | T
~_ \ ? \\, g %

/ BOTICE OF ArPROFRIATECE 03 nrmm cITy .
51D SOPPIYING $mr xzm;.sxw;ﬁ’ ;
mmmx‘nm ﬂum% B S+

4

r : 8 ¥

e,

Botice is herob’ 31VOn thct I, 3ranh L. htvﬁl. a -ltzmcn eg =
the United 8tatom cver tha ggqugggllyaano and 5 TOS H.“t of ?uooam, », “'1%,}
Jlerce Qoumiy, TooNRyten, slxdn, the mter ip, 30 onl of ‘ﬂ?’fﬁ%-.ﬂ 5‘325&‘3 .'_ p&?
Aying, being end flowirg throuch Section 10, Towchip 83 Eafth, Benge vy |

8 Eact ¢f the ¥.N,, Inown ac Oroon River, to the extsn. of ono hundmﬁ""“‘“g

(100) cubso foot ;ar cocond of (. we Of the .o vyu: flow of the watero

of paid river, the gome being ‘n King County,%Washington.

Batd wetler s ajyprc:rfeted and claimed by the caid Prenk L,
Davis to be ured at, in and near the City of Tacom tof the puwrpose oL #
sUprlyirs enid City ¢l Tacoma anid the inhad‘tanto thereof with wator
f:ir gereral, mun!lcipsl, ao=snstic, fire, cirmercial and manufacturing E%

Furocoos and £ L7 water will te used %t and in the vicinity of the City

and w171 &ivort (Yo vaters of said otroecm at a point in the southecest
(%Y

RITIEE GF RS govrk ieY uarter ©F oy fd Beerion 18, to the amsunt

Teroin ¢lalzsd, end the eald diveroi{c. will be made by means Of>ﬁmns,

cyditchec, pips linec, boxes and tunnels for the purpoeo of

-

cr

'

vl

“©
[€N

scrveying ceid smount of water, 0 tO bo diverted from the point of

inteke cn pelid tract of land above drscrided, to the City of .aoczs for

PR

'S

ths uses a8 atove sot forth,

This notico ic posted on the land near the propogc’ point of =

intaXo end filmd 4n the office of the County Auditor of Kind Couaty,
Y SRt
“TIehington, ae reguired by lav in behslf of and 2 r the use and 2aegd’

Tl L Fptni”

Posted thi: 8th ¢ay of Pedruary, A.D., 1906,

©f said Frank L.Dlavis,

’
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2\° DIVERSION WATER RIGHT



PERMIT
TO AFPROPRIATE PUBLIC WATERS OF THE STATE OF WASHINGTON

1 cmuw-‘n« m&udmu: Loy of W tendor 1917, eng
E Surface Water rhyrdrninm Sherwta, ond thé ’ #bes and reguistiond of B Daparement of Ezalogy.)

¢ hmdm ey provissont of 6, Lawn of Washingnen Sov 1945, v
D Ground Water liawad in e e 240, 4 s 4

., whd the fuivs andl reguiationd of the
PRIONRITY DATE APPLICATIOM NUMBER PLRMMIT NUMBPER Fccanmﬁ HABER
~Eobzuazy 3,-1933 3187 S1=-00726P
A
—CITY (P TACYR,, WATER DIVISION, DEPARTMONT OF FORLIC UTILITIES
ADONILS ~E TREET CLTATLI TP CODEY
PO _Rey 1Y0072 . Tacons Hashington L S84]1]

The applicant Is, pursuant to the Report of Examination witich has been accepred by the applicant, hereby granied
a permilt (0 appropriate the following described public warers of the Siate o! Washington, subject 1o extsting rights
and 10 the llmlla(!on_r and provisions set ouwt herein. .

) PUB_LIC WATER TO BE APPROPRIATED
SOURCE - X

River ; g RN
TRIBUTARY OF |IF SURF ACE WATERS) - i
Duowandeh River : N
AT CUBIC (LT PR SECOND MAK AN GALLOWS PER MUNUTE . - SAK M ACHE STET FER VEAR
300 - < ---. - —_— . .. s Becnewn | 3O

“MAMMITY, movuu KNMOFIIH -

shen availsble

LOCATION OF MVE!G!ONM!HDM“N.

MORIHAYE LOCAHON OF O VERSEON—WITHODNAWAL

__mo_mimm_m_m:_mmm&mof&c 18

TOCATED WTHIN RUAVLEET LECAL TURONG I0W ! lm (€. Oh W1 WM.!VJJ.A Icoum-r
SELSIE 14 King
ﬂEGOﬂDED HATTED PROPERTY
(7 : rwcx mnmmo«mvumnm.

LecALoemm‘non OF PROPERTY-ON WRICH VMTER % TO BE USEO
Ameezwdbyﬁtyof!‘am ﬁrydkectmviaectﬁnmlmlagzwmt)

e - & -

Lr = ¢ »
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OESCRIPTION OF PROPOSED, WORKS

Division dam, intake structure, 10 mg tank, transwission l.tn;.
treatment facilitims and on-line gtorege reservoirs,

. . DEVELOPMENT SCHEDULE

N PROMCY &Y Trts OAYE. mmwmgmw WATER PUT TO FULL USE Y THIS DATE,
Started Decenber g, 1991 Decerber 8, 2006
PROVISIONS

This authorization is subject to the provisions of Chapter 173-509 WAC as adopted in
Olympia, Washington, June 5, 1980, and the general rules of the Departwent of Ecology as
speci fied under Chapter 173-500 WAC, and others.

Recognitions of instrezm flows as established at monitoring station 12.1067,00 at river
mile 60.4, Sec. 13, T.2IN., R.7Ew¥ and as presented in the table below shall be a
adition of this diversion as set foarth in said WAC 173-509-030.

Instrean flow hydrographs, page S, in the documant entitled "Water Resources Management
in the Green-Duwamish River Basin®, dated June 1980, chall be used for definition
aof flows on those days not specifically identified in WAC 173-509-030,

No diversion of swater, under this pemmit or certificate, chall take place when the flow
of the river falls below the nomml year flows listed below, Except, however, when a
critical year ic declared by the Director under the provision of WAC 173-509-030,
Ajversion shall cease when flow in the river falls below the following critical year

NORMAL YEAR

Month Day Instream Flow (cfs) Month Day Instream Flow (cfs)
2pril 15 300 August 1 150
Hay 1 300 : Aogust 15 150
May 15 300 Septesber 1 150
June 1 300 Septenber 15 . 150
June 15 300 Octobex 1 190
July 1 300 October 15 240
July 15 150 November 1 300

Apri) o 300

CRYTICAL YEAR

Month Day Instroam Flow (cfs) Momth Day Instrean Flow (cfs)
il 1S 300 August 15 150
May ) 300 Septenber 1 150
May 15 300 Septenber 15 150
Qune 1 300 October 1 150
June 15 210 Octxber 15 150
July 1 150 Wovenber 1 190
July 18 150 Novenber 15 240
August D 150 December 1 300

April 1 300

0

T Lo This permilt shall be sublect to cancellation should the permitiee fall to comply with the abowe development
schedule and/or fall to give notice to the Depertment of Ecology on forms provided by thot Department docurnenting
~ch compliance. .- : . .

Given under my hand and the seal of this office ar  Rodrond, Washington, the .8 day

L d

of 19 i

Department of Ecology
sava

q 7
. D~y oy
Page 2 0f 3 EXHIBIT L
% 1 f .
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The City of Teomta, at its own expense, shall enter into an agresmsnt with the U.S,
Geological Survey for inctallation and maintenance of A suitahle and scourate strean
“ying station on the Green River in the vicinity of River Mile 61. The prpoce of this
7ing station will be to acamately maasure and recond the flows passing the Clty of
Tacom divervion dam. The gage shall be telametered with stage and discharge data

repartex] to and acvesgible from the Columbia River Ry logical Monitoring System
ICREG) .  Discharge data recorded at this station s be used to detemmine City of
Tacama with WC 173-505-030. Therefore, if the final gaging station selected
by the USCS and Tecam is sufficiently remowd fram existing station 12.1067 to result
(in the of WOE) in the nsed for a cxcrelation between the edsting and new
rtation, stations shall be supported by the City of Tacam for & sufficient

tire to accomplish this correlation, Shauld a carrelation n!mplme\dudxnm
flow values at the new station, the City of Tacome diversion authorized through
application will be to the new values (this condition is intended only to

&ny esyors of peammement that mey now be ocowrring at etation 12.1067). The
final measuring eystem proposed by the City of Tacama shall be approved by the WXE and
inctalled prior to any diversion under this suthoriration,

H

filing of stdpulation munc pro tinc entered on June 25, 1986, under Thurston
. mty Canse Ho, §3~2-01104-1, this suthorization is also subrdject to the following items
and conditions:

1. Watar in the Green-Duwamish River Bagin placed there for fish
. congervation purposes frum storage behind Boward Hanson Dem, a
coperated now & in the future, shall not be subject to appro~
priation under this permit.

2. Continucus rtream gaging, through instrmentation and a progrem
approved by DOE, shall be conducted by the City of Tecoma, An
instantaneous wonitoring system shall be installed in arder that
both the City of Tecana and DOE shall be aporised at all times of
ctrean flows.

3. A suitable measuring method shall be in place on Pipeline Nog, 1 and
S to meamure the rate of divergion. Bath Pipelines Nos. 1 and 5 ghall
have oquipgmant to “throttle-back® the quantity of water diverted,

4. ¥ declarstiom of & critical period or of over-riding considerstions
of miblic interest shall be made by the Director of DOE with respoct.

o diversions under thic pemit until, in addition to satisfying the
oonditions of WAL 173-509-030(2), the City of Taooma danocostrates that

it has carried oot all provisions of a pre—established drought

plen sdxitted to and spproved by DOE. The Departwent of

will consult with the Depattments of Pisheries and Game before
sy drought contdngency plan submitted by the City of Tacoua.

5. Insufficlency of gromd water agppliss shall not be grounds for a declaration
of a critical period or of over-riding considerstions of public interest by
the Director of DOE with respect to diversions under thic permit until,
in sdition to satisfying the conditions of WAC 173-509-030(2), the
City of Tacuw Gemoustrates that it has zade & plan and actively pursued
development of sltermative and supplemental water sources. -

6. The perfection period for development of & right under this permit shall
be 20 years, subject to extensions,

7. This permit iz subject to Chapter 173509 WAC and that stipulation and
Judgment as filed in Dmowton County Cause No. 83-2-01104-1.

there {s any redmdancy or contradiction betwesn the unmumbered provision (taken Lron

the Report of Examination dated August 19, 1581) and the provisions mutbered 1, through
1.A(m1um.ummml, the provisions nusbered 1. through 7. ehall

Page 3 of 3 | - EXHIBIT
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PLACE OF USE



trwege
am

e

SOt ML
LEGEND
e~ COUNTY BOUNDARY
SEATTLE PUBLIC UTILITIES &
e— TACOMA UTILITIES SUPPLY AREA
WATER SERVICE AREA BOUNDARY
(KING 0. AND PIERCE CO )

The Seattle & Tacoma Supply System Place of Use Boundary Map s based vn the 1980
Seattie Comprehensive Regional Water Plan (Sec Extubat) and the 1980 Tacoma Water
- System Plan (Figure 1-1). The actual alignmens was devetoped by agreement with the
B Deparument of Ecology in Apni, 2001 to coincide with the adjacent 1ownshup and rangc
townsar C
[

location to accommodate spexific boundary descriptions. The boundary incorporates e
Black Diamond service area based on the January 15, 1970 casement areement
between the 1own of Black Diarond and the City of Tacoma

TowNS P
”

4 - '.)
R 4 EXHIBIT 1

e Seanle & Tacoma Supply Sysiem Combined

THUWHRW ,A H 2 H r . Sl o
n . . 5 v § % o B ® 18
' Water Rights Place of Use Map
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4 May 200t
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