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TO: Honorable Mayor and Members of the City Council
FROM: Sherilyn Lombos, City Manager%/

DATE: October 4, 2010

SUBJECT: WORK SESSION FOR OCTOBER 11, 2010

5:00 p.m. (30 min) — Poole Quarry Hearing — Tualatin’s Comments. A hearing is
scheduled for October 28™ before the Clackamas County Hearings Officer on the
application for an aggregate mining operation at Tonquin and Morgan. Given its proximity
to a Tualatin residential area and its proximity to the Southwest Concept Plan and the
future 124" Street, Tualatin is very interested and concerned about the impacts.

Attached is a memo and draft comment letter that staff has crafted.

Action Requested: Direction from Council on the comment letter and strategy for
presentation.

5:30 p.m. (30 min) — Regional Water Sales Agreement. At a work session earlier this
year where you talked about water issues, you asked that a discussion come back about
the agreement with Portland. Attached is our water agreement with Portland. Mike will
be prepared to discuss the agreement and answer any questions you have.

Action Requested: No specific action is requested.

6:00 p.m. (45 min) — Council Meeting Agenda Review, Communications &
Roundtable. This is the opportunity for the Council to review the agenda for the October
11™ City Council meetings and take the opportunity to brief the rest of the Council on any
issues of mutual interest. Since there is some time available, it might be appropriate to
review the upcoming planning calendar and staff can provide an update on ongoing
projects and items of interest as time allows.

Upcoming Council Meetings & Work Sessions: Attached is a three-month look ahead for
upcoming Council meetings and work sessions. If you have any questions, please let me
know.

Dates to Note: Attached is the updated community calendar for the next three months.

As always, if you need anything from your staff, please feel free to let me know.
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TO: Honorable Mayor and Members of the City Council
THROUGH: Sherilyn Lombos, City Manager LAJ

FROM: Doug Rux, Community Developlznt irector %{ %” %
~

Cindy Hahn, Assistant Planner
DATE: October 11, 2010

SUBJECT: COMMENT LETTER TO CLACKAMAS COUNTY ON
CONDITIONAL USE APPLICATION FOR POOLE QUARRY

ISSUE BEFORE THE COUNCIL:

At the August 23, 2010 Work Session Council discussed the Conditional Use Permit
(CUP) application submitted by Tonquin Holdings LLC to Clackamas County for an
aggregate mining operation on 35.5 acres at the intersection of SW Tonquin and SW
Morgan Roads. Council decided to present the City’s concerns about the proposal to the
Clackamas County Hearings Officer at the public hearing scheduled for October 28, 2010,
and directed staff to prepare a comment letter for that purpose. Staff is now presenting
the draft comment letter (Attachment A) to City Council for consideration.

POLICY CONSIDERATIONS:
None at this time.

DISCUSSION:

The CUP application for the Poole Quarry was submitted to Clackamas County on June
14, 2010, and a public hearing before the Clackamas County Hearings Officer scheduled
for September 2, 2010. Due to the volume of comments received on the application and
at the Applicant’s request, the hearing was subsequently postponed to October 28, 2010.

Because the Poole Quarry site is located within less than one mile of the City of Tualatin’s
southwest neighborhoods and at the intersection of SW Tonquin and SW Morgan Roads,
a critical intersection related to extension of SW 124" Avenue as well as future
construction of a southern arterial, City Council directed staff to review the proposal and
present a summary at the August 23 Work Session for discussion.

A copy of the minutes from the August 23 Work Session (Attachment B) at which the City
Council discussed the CUP application and the Poole Quarry Fact Sheet prepared by
staff for the August 23 Work Session (Attachment C) are attached for reference.
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RECOMMENDATION:
Staff recommends that Council provide direction to staff.

Attachments: A. Draft Comment Letter
B. Minutes from August 23 Work Session
C. Poole Quarry Fact Sheet
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October 11, 2010

Ms. Sandy Ingalls

Clackamas County Planning Division
150 Beavercreek Road

Oregon City, OR 97045

RE: CONDITIONAL USE PERMIT APPLICATION FOR AGGREGATE MINING
OPERATION — TONQUIN HOLDINGS LLGC; FILE NO. Z0326-10-C

Dear Ms. Ingalls:

The City of Tualatin has reviewed the application and supporting materials submitted by
Tonquin Holdings LLC for a Conditional Use Permit (CUP) for an aggregate mining
operation on 35.5 acres at the intersection of SW Tonquin and SW Morgan Roads in
Clackamas County (T3S R1W S04A TL 100 & 102 WM). The City also has reviewed the
Clackamas County Zoning and Development Ordinance with respect to Conditional Use
Criteria and Procedure.

Based on our review, we have the following comments with respect to Conditional Use
Criterion B: “The characteristics of the site are suitable for the proposed use considering
size, shape, location, topography, existence of improvements and natural features.”

Natural Features: Tonquin Geologic Area

Page 7 of the CUP Application discusses the geology of the project area as being
characterized by “hard, basalt rock that is an essential material used in roadbeds and
other construction projects”. Further, page 33 of the CUP Application states:

“According to Map 1lI-2 of the CCCP entitled “Scenic & Distinctive
Resource Areas,” the County has not designated any significant natural
terrain features or topographical elements on the Property such as
floodplains, scenic areas, distinctive resource areas, unique or natural
features, or viewpoints.”

Page 2 of the Aggregate Resource Evaluation prepared by Kuper Consulting LLC for
the project indicates that “the ridgeline to the southwest and the topography on the site

18880 SW Martinazzi Avenue | Tualatin, Oregon 97062-70 Attachment A
Draft Comment Letter
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are associated with the Post-Missoula Flood geomorphic surfaces described by Allen &
Burns (2009) and are locally referred to as the Tonquin Scablands. The Poole Quarry
Property is situated at the western margin of the Tonquin Scablands area according to
Allen & Burns (2009).” There is no mention in the application itself about the Tonquin
Geologic Area (Tonquin Scablands) or potential impacts on this area.

Metro’s New Look Natural Landscape Features Inventory (February 2007) identifies
Significant Natural Landscape Features that represent an integral component of the
region’s future urban form. As stated in the inventory report:

“The preservation, and in some cases restoration of these landscape
features will ensure that the region’s citizens will continue to have quick
access to nature and trails, scenic vistas and views that define the region,
while providing for the protection of fish and wildlife habitat and air and
water quality.”

The Tonquin Geologic Area is identified as a Significant Natural Landscape Feature in
the inventory. Scientific data findings for the area include that “the area supports high
quality natural resources that are unique to the region”; that “diverse habitat types (oak
woodland, madrone woodland, ash and oak forested wetlands, emergent wetlands, rock
outcrops and kolk ponds) exist within close proximity to each other offering excellent
opportunities for wildlife and education”; and that “the wetland habitats along Rock
Creek and Coffee Lake Creek support many important species of migratory and
residential wildlife and wetland plants”. The goals for the Tonquin Geologic Area
include:

e Protect unique geologic features that provide valuable wildlife habitat, and
e Acquire additional lands needed for a future regional trail corridor connecting
Wilsonville to Tualatin.

Aggregate mining of the subject site, which would result in removal of high quality
natural resources unique to the region, diverse habitat types, and wetlands, would not
be consistent with the goals for the Tonquin Geologic Area and would not result in
preservation of this significant natural landscape feature. Further, removal of these
natural features would not be consistent with Conditional Use Criterion B.

Natural Features: Wetlands

Page 21 of the CUP Application states that there are “three (3) small wetlands”
delineated on the subject site and indicates that they “will either be retained and
preserved with required buffers or mined through, subject to the Applicant first obtaining
appropriate permits from the Department of State Lands (DSL) and the U.S. Army
Corps of Engineers (Corps) and implementing of any required mitigation measures.”
The application further states “these wetlands are not associated with a river or stream
corridor”. According to the Wetland Delineation Report prepared by Terra Science, Inc.,
the wetlands “are generally in good condition with only scattered areas of non-native or
invasive weeds and little to no disturbance”.
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The plans submitted with the CUP Application clearly show the wetlands being mined
through. With the exception of small portions of Wetlands A and B, which are
contiguous with off-site wetlands, -of which small parts are retained in the site perimeter
setbacks, the majority of the three wetlands are shown as being excavated as the
mining operation progresses through the subject site. Removal of these natural features
would not be consistent with the goals for the Tonquin Geologic Area nor would their
removal be consistent with Conditional Use Criterion B.

We have the following comments with respect to Conditional Use Criterion D: “The
proposed use will not alter the character of the surrounding area in a manner that
substantially limits, impairs or precludes the use of surrounding properties for the
primary uses allowed in the underlying zoning district.”

Primary Use vs. Conditional Use: Impact on Surrounding Properties

Page 23 of the CUP Application states that the proposed project “will not alter the
character of the surrounding area for four (4) primary reasons. Two reasons address
existing uses, stating that the character of the area is already defined by significant
mining operations and rural uses that have developed alongside these uses, and the
primary uses allowed on surrounding properties, which include rural residential,
conservation and recreation, farm and forestry, and utility facilities, are, by their nature,
compatible with an aggregate mining operation. The other two reasons address
impacts, stating that potential impacts are minimal and that the few anticipated impacts
will be fully mitigated, and that the general conditions proposed in the application will
protect off-site properties from potential impacts.

The primary uses allowed in the RRFF-5, as identified in Section 309.03 of the
Clackamas County Zoning and Development Ordinance, are clearly “rural”’, non-urban,
low density, farm and forest related uses including:

one detached single-family dwelling, residential home, or manufactured dwelling;

current employment of land for general farm uses.. ;

the propagation or harvesting of a forest product;

public and private conservation areas and structures for the conservation of

water, soil, forest, or wildlife habitat resources;

fish and wildlife management programs;

e public and private parks, campgrounds, playgrounds, recreational grounds,
hiking and horse trails, pack stations, corrals, stables, and similar casual uses
provided that such uses are not intended for the purpose of obtaining a
commercial profit;

e bus shelters under the ownership and/or control of a city, county, state, or
municipal corporation, subject to Section 823;

o utility carrier cabinets, subject to Section 830; and

o wireless telecommunication facilities listed in Subsection 835.04, subject to
Section 835.

The area surrounding the subject site in Clackamas County is likewise zoned RRFF-5,
with two small pockets of Farm/Forest 10-Acre (FF-10), which allows similar uses but
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requires a larger minimum lot size of 10 acres. Although extensive mining is occurring to
the east and north of the subject site (in Washington County), these operations
generally are not present to the south or west of SW Tonquin Road or to the west of SW
Morgan Road where rural residential and farm uses predominate. Further, within the
City of Tualatin to the north and east, existing and future use is predominantly
residential. As these uses develop, potential for conflict between a new aggregate
mining operation and its impacts and existing and future residents of residential areas
within the City is a concern. Based on past experience, even when the character of the
area includes significant mining operations and other uses have developed alongside
these uses, both existing and new residents are extremely sensitive to potential impacts
of any new projects that may be proposed and generally opposed to projects that will
negatively affect the quality or character of their living environment. In this sense, the
City does not agree that the proposed project “will not alter the character of the
surrounding area” and would argue, instead, that the proposal is inconsistent with
Conditional Use Criterion D.

Noise Impacts: Scope of Assessment

Page 11 of the CUP Application discusses noise and indicates that Kerrie G. Standlee,
P.E., of Daly-Standiee & Associates, Inc. (DSA), the project noise consultant, in his best
professional judgment has stated that the proposed project will “operate within
acceptable State Department of Environmental Quality (DEQ) noise parameters, subject
to appropriate mitigation.”

A review of the Noise Study prepared by DSA shows that all ambient measurement
locations of existing noise levels and prediction locations for expected future noise
levels are south and west of the proposed project site. The nearest residences within
the City of Tualatin, in the vicinity of SW Cowlitz Street and SW Marilyn Road, are
located 0.8 mile northeast of the subject site. By comparison, these residences are
approximately 0.7 to 0.8 mile east of the Tri-County Gun Club and 0.4 to 0.7 mile
southeast of the Tigard Sand & Gravel quarrying operation. Gunshots fired at the gun
club and back-up alarms, rock crushing, and clanging of truck tailgates are clearly
audible from these residences. Therefore, it is of concern to the City that the proposed
project will add additional noise within 0.8 mile of these sensitive receptors and that
noise measurements were not taken, nor were noise predictions made for the north and
east sides of the proposed project site. Excessive noise that may impair the use of the
surrounding properties for their primary intended use, which in this case is residential,
would not be consistent with Conditional Use Criterion D.

Vibration Impacts: Need for Neighbor Coordination

Page 26 of the CUP Application discusses vibration associated with blasting stating:
“blasting will occasionally occur in order to break up the rock for processing. ...the
Quarry operator will coordinate with affected neighbors to determine the type and
amount of notice they prefer. ...Maintenance of setbacks, buffers, and existing natural
features such as the ridgeline will further mitigate the impacts of blasting activities on
off-site properties.” Page 6 of the Site Specific Blasting Plan prepared by Explosive
Technical Services, Inc., indicates:



CUP for Aggregate Mining
October 11, 2010
Page 5 of 7

“Prior to the start of blasting operations..., neighbors residing within 1,500’
of the quarry property will be contacted and informed of commencement.
The quarry will sponsor a public information forum for the neighbors
residing within 500’ of the quarry boundary prior to the start of blasting.
Should any neighbors within this 500’ distance indicate that they would
like to have a 3™ party preblast inspection of their residence prior to the
start of blasting operations, the operators will make these surveys
available to them at no cost.”

As discussed under Noise Impacts above, residents in southwest Tualatin are within 0.4
to 0.7 mile southeast of the Tigard Sand & Gravel quarrying operation. These residents
are routinely notified when blasting is scheduled by Tigard Sand & Gravel because the
vibration can be felt at their residences. Therefore, it is of concern to the City that the
proposed project will add an explosive vibration source within 0.8 mile of these sensitive
receptors who may be affected, yet they will not be notified. Excessive vibration that
may impair the use of the surrounding properties for their primary intended use, which is
residential, would not be consistent with Conditional Use Criterion D.

Transportation Impacts: Volume of Trucks on SW Tonquin Road

Page 24 of the CUP Application discusses estimated site-generated trips. These
are shown in Table 5 on page 26 of the Transportation Impact Analysis (TIA)
prepared by Kittelson & Associates, Inc. Estimated average peak season daily
site-generated trips include 450 trips of which 390 (195 inbound and 195
outbound) are expected to be trucks. Of the total, 80%, or 360 (312 trucks)
average peak season daily site-generated trips are expected to travel eastbound
on SW Tonquin Road to I-5. Spread over a normal 12-hour weekday operation of
6:00 AM to 7:00 PM, Monday-Friday, this translates to approximately 30 trips per
hour, of which 27 trips per hour would be truck trips, traveling on SW Tonquin
Road between the proposed project site and I-5. The exception to this is during
the Weekday AM Peak Hour and Weekday PM Peak Hour when 36 trips (28
trucks) and 24 trips (12 trucks), respectively, would be expected to travel on SW
Tonquin Road between SW Morgan Road and I-5.

Table 3 on page 17 of the TIA shows existing average peak season daily traffic
volumes. For SW Tonquin Road these include 3,300 eastbound, 3,240 westbound, and
6,540 total. With respect to future traffic volumes, pages 24-25 of the TIA states:

“A review of the daily traffic volume tables from Washington County shows
that traffic volumes on SW Tonquin Road have been fluctuating in the past
five years without a consistent growth pattern. After consulting with
Washington [County] staff, it was agreed that no growth rate need be
applied to the existing traffic volumes (adjusted for peak seasons) to
estimate the build-out year background traffic volumes. Because there are
no in-process developments and no anticipated growth, the year 2011
background traffic conditions are expected to remain the same as the year
2010 existing traffic conditions.”
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If one compares the 360 (312 trucks) average peak season daily site-generated trips
expected to travel eastbound on SW Tonquin Road to I-5 with the 3,300 existing
eastbound trips, which are expected to remain the same at project build-out, site-
generated trips represent approximately 10.9% of the existing and future volume of
eastbound trips. Although this volume of truck trips would not be expected to
substantially limit, impair or preclude the use of surrounding properties for the primary
uses allowed in the underlying zoning district, it does represent a noticeable increase in
truck volume, which would have some effect on the rural character of the area,
particularly between SW Morgan Road and I-5 where 80% of the trips are expected to
travel.

Transportation Impacts: SW 124" Avenue Right-of-Way

Page 40 of the CUP Application mentions the proposed driveway to access the northern
1.5 acres of the subject site, which will be from the north side of SW Tonquin Road. The
driveway location is shown on the site plan in Appendix A, Plate Il of the application.
The intention is for this driveway to serve as the northern leg of the SW Tonquin Road /
SW Morgan Road 4-way intersection. SW Tonquin Road is an arterial road under
Washington County jurisdiction. The site plan in Appendix A, Plate Il shows a potential
support building, temporary equipment storage, and a gravel parking area centrally
located on the 1.5-acre portion of the subject site.

The extension of SW 124" Avenue from SW Tualatin-Sherwood Road to SW Tonquin
Road is an important component of the Alternative 7 option for implementing the I-5 to
99W Connector system. As envisioned by the City of Tualatin and Washington County,
SW 124" Avenue would intersect SW Tonquin Road opposite SW Morgan Road as the
northern leg of a 4-way intersection. This project is listed on the Metro 2035 RTP
Project List with a time period of 2008-2017, which conflicts with the proposed
aggregate mining timeframe of 2026-2031 (starting in 2011, with a mining life of 15-20
years). The City is concerned that the proposed project, particularly placement of
buildings and facilities on the 1.5-acre portion of property north of SW Tonquin Road,
would interfere with right-of-way acquisition, subsequent construction of the SW 124"
Avenue extension, and intersection improvements at SW 124" Avenue / SW Tonquin
Road / SW Morgan Road.

Transportation Impacts: Southern Arterial

Location of the subject site at the intersection of SW Tonquin and SW Morgan Roads is
also of concern with respect to implementation of the Southern Arterial portion of
Alternative 7 of the I-5 to 99W Connector system. Although the Southern Arterial is not
on the financially constrained project list (the list of projects that would be eligible for
federal funding) in Metro’s 2035 RTP and there are numerous project conditions that
would have to be met before the Southern Arterial could move forward, the City of
Tualatin supports this component of Alternative 7 as an alternative to SW Tualatin-
Sherwood Road for providing a connection between Highway 99W and I-5, particularly
for industrial truck and freight traffic. The City is concerned that approving the subject
site for aggregate mining activity for the next 15-20 years would preclude right-of-way
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acquisition and subsequent construction of the Southern Arterial within the anticipated
2018-2025 timeframe.

This concludes our comments on the subject CUP Application.

Thank you for the opportunity to comment. Please acknowledge receipt of this letter in

your staff report to the Hearings Officer who will be reviewing this application.

Sincerely,

Lou Ogden
Mayor

clh

cc:  Sherilyn Lombos, City Manager
Doug Rux, Community Development Director
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TUALATIN CITY COUNCIL WORK SESSION MINUTES OF AUGUST 23, 2010

PRESENT:  Mayor Lou Ogden; Councilors Chris Barhyte, Monique Beikman, Joelle Davis,
Jay Harris, and Ed Truax, Sherilyn Lombos, City Manager; Brenda Braden,
City Attorney; Doug Rux, Community Development Director; Mike McKillip, City
Engineer; Kent Barker, Police Chief; Paul Hennon, Community Services
Director; Dan Boss, Operations Director; Carina Christensen, Assistant to the
City Manager; Carl Switzer, Parks and Recreation Manager; Eric Underwood,
Development Coordinator; Will Harper, Associate Planner; Maureen Smith,
Recording Secretary

ABSENT: Councilor Donna Maddux*  [* denotes excused]

[Unless otherwise noted, MOTION CARRIED indicates all in favor.]

A. CALL TO ORDER

Mayor Ogden he work session to order at 5:04 p.m.

Council reviewed the Conse da with no changes.

B. PRESENTATIONS, ANNOUNCEMENTS, SPECIAL REPORTS

ity Enhancement Award Discussion

Arts Adv mmittee member Richard Hager provided information on the Community
Enhancement cipient, and gave a brief explanation of the award and how the
selection was arrived at. er circulated the award plaque for view by Council.

1. Com

2. Allowing Chickens in Residential Areas — pos to a date to be determined

3. Discussion of Poole Quarry Site Land Use Application (in Clackamas County)
Community Director Doug Rux gave a brief explanation of the Poole Quarry land use
application filed in Clackamas County. The proposed site is south of Tonquin Road, west of
Morgan Road. Community Development Director Rux explained that Mayor Ogden will be
testifying at an upcoming hearing at Clackamas County on the issue.

Assistant Planner Cindy Hahn presented some background information. The proposed
surface aggregate mining operation, which is owned by Tri-County Investments is zoned
Rural Residential Farm Forest (RRFF-5) and located 0.8 mile west of Tualatin’s southwest
neighborhood, south of the Tri-County Gun Club. The proposed quarry will operate for
approximately 15-20 years starting in 2011, and be open from 7:00 a.m. to 6:00 p.m.,

Attachment B

- - Minutes from August 23, 2010
18880 SW Martinazzi Avenue | Tualatin, Oregon 97062-70 Work Session
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Monday-Friday and Saturdays 8:00 a.m. to 5:00 p.m. Saturdays. Drilling and blasting will
be restricted to the hours of 9:00 am to 4:00 pm Monday through Friday. There will be no
operation on Sundays and legal holidays. The main access will be from SW Morgan Road,
with a secondary access from SW Tonquin Road. It is outside Metro’s service district
boundary. Currently the land designation is part undesignated, part rural reserve. A large
amount of trucks would be traveling in and out of the site, with 80% of traffic going east of
Tonquin Road. Assistant Planner Hahn described the various utilities surrounding the
property. Also, attached the conditions of approval that have been proposed.

It was asked and Community Development Director Rux explained the issues that would
affect Tualatin; such as truck traffic up to 390 trucks per day; noise issues, testing and
monitoring not set up to deal with residential areas; buffering issues, and affect the possible
construction of 124" Wilsonville has concerns about environment, water discharge, and
also truck traffic. Sherwood is currently evaluating.

Staff will be gathering factual information to deal with this issue and get back to Council for
review, and to testify at the county’s hearing. Discussion followed on getting as much
information as possible and staff will get information on the City’s website, Twitter, RSS
feed, Facebook, and it was also asked to put information on FlashNews Alert. It was asked
how this can be dealt with and explained how the process works with a Hearings Officer.
Community Development Director Rux noted a staff report is going to be available in the
next few days. Discussion followed. It was mentioned that to possibly have Metro brought
into this discussion, with respect to the Urban Growth Boundary (UGB) expansion.

3. Conditional Uses Allowed in Residential Zones

iMjarper presented a PowerPoint on PTA-09-09, review of conditional
stricts and examples of existing conditional use

Associate Planner
uses in residential planningWdi
facilities/activities.

A table of conditional uses in residentiaf
determining whether each conditional use [i5t

fignning districts was reviewed with Council and
gl is suitable or should be removed.

Discussion followed and it was asked and answered gt the City has authored its own
rules when it comes to conditional use permits process.

Council continued review and determination of conditional uses |iS%&gl in the table, and will

review electrical substations and nursing homes/assisted living at a futtiyg
was suggested to also revisit the City’s conditional use permit process.

C. CITIZEN COMMENTS
N/A

D. CONSENT AGENDA
Council reviewed the Consent Agenda at the beginning of the work session with no changes.

26b



POOLE QUARRY FACT SHEET
AUGUST 23, 2010

Owner:
Applicant:
Location:

Size:

Zoning:
UGB:

Tri-County Investments LLC

Tonquin Holdings LLC

SW Tonquin Road and SW Morgan Road
T3S R1W S04A TL 100 & 102

A

35.5 acres total
1.5 acres northeast of
SW Tonquin Road

34.0 acres southwest of |
SW Tonquin Road ]

Rural Residential Farm/Forest-5
Outside Urban Growth Boundary

Outside Metro Service District ‘
Boundary / ‘
Designated Ru e =

Undesignated b
County

Undesignated

Rural Reserve
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Proposed Use: Surface aggregate mining
16-20 years estimated duration
Site Access: SW Morgan Road = Main site access
SW Tonquin Road = Secondary site access for northern 1.5
acres

Hours of Operation: 7:00 am to 6:00 pm, Monday-Friday; 8:00 am to 5:00 pm
Saturdays. Drilling and blasting restricted to 9:00 am to 4:00
pm Monday-Friday. The operation will not operate Sundays
and legal holidays.

Reclamation: The site will be reclaimed concurrently with the mining
operation by backfilling with clean fill. Mining will occur from
north to south.

Potential Issues / Conflicts:

1. Transportation:
Volume of trucks

Table 5  Estimated Site-Generated Trips

that will be using

SW Tonquin

Road daily (390) : = s ; ,
and during Dally 225 (195 trucks) 25 (195 trucks) 450 (390 trut:ks)
weekday AM (35) Weekday A.M. Peak Hour 25 (15 trucks) 20 (20 trucks) 45 (35 trucks)
and PM (15) Peak Weekday P.M. Peak Hour 10 (5 trucks) 20 (10 trucks) 20 (15 trucks)

Hour is an issue,
as well as the volume of trucks
that will be heading east on

kY
\ A
SW Tonquin Road to I-5 | \\ :

(80%).
2. Transportation: SW 124" Y
Avenue extension will likely / \&
4

form north leg of a 4-way SW ( g
Tonquin Road / SW Morgan \
Road intersection. The north
1.5 acres of the Poole Quarry
propenty is located in the same
general spot and is proposed
to include a support building,
temporary equipment storage,
and a gravel parking area, as /
well as driveway access to SW :
Tonquin Road.

3. Transportation: Poole Quarry site is in the general path of the I-5 to 99W

Connector corridor or southern arterial segment of Alternative 7, as
included in Metro’s 2035 RTP.

4
4

I
:
<

SW BAKER RD

@
1Y

Z
O SW DAY RD
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4. Noise: The site is located 0.8 miles southwest from the southwest corner
of the Tualatin city limits and immediately south of the Tualatin National
Wildlife Refuge. The noise analysis measurement locations (for existing
and predicted noise levels) are all south and west of the Poole Quarry site
where the nearest neighboring residential uses are located. No analysis
measurement locations are north or east of the site. Stockpiling will occur
in the south and west “buffer” areas to create berms, which will act as
noise buffers; a 15 minimum setback from the property line is proposed in
these areas. An access road is proposed along the north and west sides
of the site, at the northwest corner. It appears that most of the site will be
cleared and excavated (although page 24 of the application states that
there will be “limited removal of vegetation”), with little to no natural
vegetation left to buffer the noise effects of the mining operation on
residents or wildlife in the area.

Area of
Excavation

™ v@;ﬁ,“::;:::!!:f

Berms
approx 180’
in elevation

Final Reclaimed
Surface
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5. Wetlands: There are three wetlands (total 2.20 acres) on the site. Two of
the wetlands extend off-site. It appears, based on a comparison of the
wetland locations with the proposed final reclaimed surface (see above
under ltem #4), that the intent is to excavate all three wetland areas in the
course of the mining operation.

Wetlands

6. Natural Areas: The application, on page 24, states the following:

Visual Impact: The Property is naturally screened by existing vegetation, natural
topography, and on the west Property line, by a natural ridgeline extending to an
elevation of approximately 220 feet. With the exception of limited removal of
vegetation, Applicant will retain these features. As depicted in the renderings in
the Mining Plan in Appendix A, Applicant will also install additional landscaping,
berms, and a six (6)-foot tall cyclone fence with associated vegetation, as needed.
As a result, only a very limited portion of Quarry operations will be visible along
the eastern Property line.

However, review of the excavation and reclamation plans shows the
majority of the site being disturbed and backfilled (see above under ltem
#4). Thus it does not appear that retaining “existing vegetation, natural
topography, and the natural ridgeline on the west side of the site will be
possible to achieve. This will result in a substantial impact on wildlife and
their habitat both on the site and in the surrounding area, and will increase
pressure on other natural areas, such as the Tualatin National Wildlife
Refuge, to accommodate displaced wildlife.
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7. Goal 5 Resource: The site is not listed in the Clackamas County
Comprehensive Plan (2005) as a “significant mineral and aggregate
resource site”, although the following is listed as a “potential site” (for
which the county lacks specific information about the location, quality and
quantity of the possible resource): 35 114-116, Bauxite Deposit, Molalla
High Alumina Clay, Robert Poole Property; it is not clear whether this is
the same as the Poole Quarry site that is the subject of this Fact Sheet.

8. Utilities: The Site Specific Blasting Plan states the foliowing with regard to
the Kinder Morgan 8" Petroleum Products Pipeline that cuts obliquely
through the Poole property at its southeast corner and the PGE electric
transmission line that transects the site from north to south along its east
side:

e To the east of the property boundary running through the TVF&R Training facility and
roughly paralieling the east side of SW Morgan Rd. lays the Kinder Morgan 8”@ Petroleum
Products Pipeline. This pipeline lies largely within the TVF&R Training Facility property.
In the southeast comer of the property, the pipeline cuts obliquely through the Poole
property. Kinder Morgan will be advised prior to mining operations approaching claser than
within 200 feet. No negative blasting impacts on the 8” buried steel pipeline are anticipated.
Kinder Morgan will be notified 24 hours prior to any blasting that is 1o be done within 200°
of their pipeline, A prompt visual inspection of the pipeline in the area of the blast will be
made immediately following each blast in the immediate area.

* A high voltage three conductor PGE electric transmission linc on treated wood poles
transects the site from north to south along the east side of the quanry property. A 20-foot
separation where no blasting will be permitted shall be maintained on either side of the
transmission line. PGE will be notified 24 hours prior to any blasting within 100 feet of their
transmission line. Negotiations are currently underway with PGE to relocate the line to the
eastern property line.

The Proposed Conditions of Approval from the Conditional Use Permit
application are attached.




PROPOSED CONDITIONS OF APPROVAL

1. "A water truck shall be used to keep the SW Morgan Road access
driveway and other interior roads dust-free within 300 feet of off-site public roads or off-
site dwellings existing on the date of approval of the Application."

2. "The Quarry shall maintain the following screening measures for the
Property: (1) A cyclone fence with wood slats and vegetation, as appropriate, installed
around the Property; and (2) Noise mitigation berms in accordance with the Poole Quarry
Noise Study dated May 24, 2010."

3. "Mining (including but not limited to excavation and processing) is
restricted to the hours of 7:00 AM to 6:00 PM Monday through Friday, and 8:00 AM to
5:00 PM Saturday. Drilling and blasting is restricted to the hours of 9:00 AM to 4:00 PM
Monday through Friday. Hauling and other activities may operate without restriction
provided that state noise control standards are met."

4, "No mining (including but not limited to excavation and processing),
drilling, or blasting operations shall take place on Sundays or the following legal
holidays: New Year's Day, Memorial Day, the Fourth of July, Labor Day, Thanksgiving
Day, and Christmas Day. Further, no drilling or blasting operations shall take place on
Saturdays."

5. "The Quarry operator will provide a blasting plan to the County and
affected neighbors prior to conducting any blasting activities on the Property. Ata
minimum, the blasting plan will include the following elements:

a. "A limitation on blasting activities to locations at least 150 feet from
dwellings and at least 20 feet from the relocated PGE transmission line unless PGE
consents in writing otherwise."

b. "A program to alert affected parties of pending blasting events that
addresses both the type and timing of notice. Affected parties include neighbors within
500 feet of the Property; PGE, if a blast will be located within 100 feet of the relocated
transmission line; and Kinder Morgan, if a blast will be located within 200 feet of the
pipeline. The Quarry operator will coordinate with affected parties to determine the type
and timing of notice they prefer prior to finalizing this program. Permissible forms of
notice may include phone calls or emails, if agreeable to affected parties."

c. "A system to handle complaints from affected neighbors regarding
blasting activities."
d. "Methods for limiting the maximum peak velocity to the standard

(maintain ground motions below 0.75 inches per second and over 3 Hz at the nearest off-
site dwelling) established by the U.S. Bureau of Mines."

71840-0001/LEGAL 18366501.5 61




e. "Methods to limit impulse sound from blasting to 98 dBC slow response
between 7:00AM and 4:00PM Monday through Friday."

f. "Explosives will not be stored on the Property. All unused explosives
shall be removed from the Quarry upon completion of the blasting and returned to the
distributor.”

g "No explosive loading will take place prior to the day of the blast.”

h. "All blasts will be monitored and a 'shot record' maintained that includes
ground motion and sound data signed by the blaster-in-charge. Such records will be
available to the County upon request."

6. "Extraction, processing, and stockpiling activities shall be limited to those
areas of the Property labeled as appropriate for such activities and depicted on the site
plan dated June 2010."

7. "Noise mitigation berms will be constructed in accordance with the DSA
report along portions of the western and southern property lines."

8. "The Quarry operator shall utilize polyurethane or rubber screens or
proximate berms or buffers depicted in Figure 6 of the DSA report in order to mitigate
the noise impacts associated with operation of the drill in Excavation Area 1 and the
crushing and screening equipment when it is located in the initial processing area;
provided, however, this requirement ends when excavation descends below 112 feet in
Excavation Area 1 and the crushing and screening equipment is relocated to be at or
below the 112-foot elevation level."

9. "The Quarry operator shall utilize a core drill with a fully enclosed drive
engine or another piece of drilling equipment that has a reference sound level of 77 dBA
at a distance of 16 feet from the drill holes when operating above an elevation of 100 feet
MSL within Excavation Area 2 shown in Figure 3 of the DSA report."

10. "The Quarry operator is not required to monitor or mitigate noise impacts
to any off-site dwelling or property in the event the owner of the off-site dwelling or
property grants the Quarry operator a written and recorded noise easement allowing
unmonitored and unmitigated noise impacts from the Quarry on the property and/or at the
dwelling."

11.  "To minimize the impacts of dust and preserve air quality, the Quarry
operator will utilize equipment with built-in dust suppression measures, follow industry-
wide standard Best Management Practices for dust control (including during blasting),
and obtain air quality discharge elimination permits from DEQ for on-site equipment as
needed.”
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12. "Dust from use of the rock crusher will be controlled by incorporating use
of spray bars, if necessary, and implementing regular watering cycles from the water
truck."

13.  "In order to minimize dust impacts from the Property, the Quarry operator
will stabilize and control wind- and water-driven erosion on all stockpiles and berms used
for noise reduction and visual screening.”

14.  "Applicant shall obtain DEQ approval of a Spill Prevention Controls and
Countermeasures Plan for the Quarry and shall comply with same."

15.  "Slope inclinations will not exceed an average slope of %:1 (horizontal to
vertical) within the rock mass during mining."

16.  "Setbacks from the Property lines, utilities, and easements will be
maintained in accordance with the Mining Plan (see Appendix A of the Application).”

17.  "Anengineering geologist shall conduct periodic inspections of excavated
rock slopes to assess any stability concerns throughout the life of the mine and prepare a
written report for the Quarry operator of each inspection.”

18.  "Applicant shall obtain approval from the State Department of Geology
and Mineral Industries of a reclamation plan for the Property and shall effect reclamation
in accordance with same."

19.  "Applicant shall design and implement a striping plan on SW Morgan
Road at the approach to the SW Tonquin Road intersection to provide defined lane lines,
stop bars, and pavement arrows in order to reduce conflicts between vehicles stopped on
the SW Morgan Road approach and trucks turning from SW Tonquin Road."

20.  "The Quarry operator will carry a comprehensive liability policy covering
mining and incidental activities during the term of the operation and reclamation, with an
occurrence limit of at least $500,000. A certificate of insurance for a term of one (1) year
shall be deposited with the County prior to the commencement of mining, and a current
certificate of insurance shall be kept on file with the County during the term of operation
and reclamation."

21.  "Copies of all permits issued for the Quarry shall be provided to the
County including, but not limited to, any permits issued by DOGAMI, DSL, DEQ, the
Oregon Water Resources Department, the Oregon Fire Marshall's Office, and the U.S.
Army Corps of Engineers."

22.  "The PGE transmission line will be relocated to the east boundary of the

Property, along the west side of SW Morgan Road, in accordance with PGE permission
and standards."
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23.  "Storage of overburden to be saved for reclamation uses may be allowed ‘
within setbacks subject to conformance with the reclamation plan.”

24.  "There will be no excavation of the aggregate materials north of SW
Tonquin Road on the Property."

25.  "All activities conducted at the Quarry shall be consistent with the
approved Application, including the plans and descriptions submitted therewith."

26.  "As depicted on the Mining Plan, no mining will occur within 50 feet of
the Kinder Morgan pipeline crossing the Property."

27.  "Operations at the Quarry will be limited to all aspects of surface mining
as defined in CCZDO 202 as it exists on the date of Application submittal, including but
not limited to excavation, blasting, and processing the aggregate resource."

28.  "Mining and processing shall not occur within 100 feet of the mean high
water line of Rock Creek."

29.  "Applicant shall not mine through wetlands on the Property until
Applicant first obtains appropriate permits from the Oregon Department of State Lands
and the Corps of Engineers and implements any required mitigation measures."

30.  "No trucks associated with the Quarry shall use SW Morgan Road south
of the mining site entrance except for local deliveries to properties accessible only via
SW Morgan Road. The driveway on SW Morgan Road shall include the following
physical features to discourage a right-turn movement for outbound trucks: (1) a
driveway approach with a skew angle to facilitate turning movements to and from the
north while preventing turns to and from the south; (2) a curb return along the right side
of the outbound lane with a very small radius that physically prevents outbound vehicles
from turning right; (3) pavement arrows; and (4) turn-restriction signage."

31.  "Prior to commencing Quarry operations, the Quarry operator shall clear
vegetation and re-shape roadside slopes necessary to achieve recommended sight
distances at each of the access driveways to the Property. The Quarry operator shall
maintain these areas in compliance with recommended sight distances for so long as the
driveways are open."

32.  "The Quarry operator will comply with the stormwater and erosion control
plan in Appendix C, as it may be modified by DOGAMI from time to time, when
conducting mining activities on the Property.”

33.  "Prior to commencing mining operations, Applicant shall coordinate with
Clackamas County to identify and implement any minor street improvements along the
Property frontage on SW Morgan Road that are roughly proportional to the projected
impacts of truck traffic caused by the Quarry." .
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34.  "Excavation conducted at the Quarry will be conducted so as not to
intercept Water-Bearing Zone #4, which is anticipated to be encountered at
approximately minus 90 to minus 100 feet MSL."

35. "Groundwater will be monitored according to a monitoring plan provided
by the Quarry operator. Monitoring will be consistent with the recommendations of the
Hydrogeologic Evaluation prepared by Shannon & Wilson, Inc. and with the monitoring
requirements established by DOGAMI. Monitoring will consist of quarterly
measurements initially for the first two (2) years of water quality (turbidity, fecal
colliform) and depth to water. Monitoring reports will be provided to DOGAMI on an
annual basis at the time of mine permit renewal."

36.  "Ongoing revisions to the dewatering mine plan may take place in
cooperation with DOGAMI based upon monitoring results."

37.  "Applicant shall not initiate mining and activities on the Quarry until the

State Department of Geologic and Mineral Industries approves the reclamation plan and
operating permit for the Quarry."
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MEMORANDUM
CITY OF TUALATIN

4
>
r

TO: Honorable Mayor and Members of the City Council
THROUGH: Sherilyn Lombos, City Manager L‘A\_/

FROM: Michael A. McKillip, City Engineer 77,%

DATE: October 11, 2010

SUBJECT: REGIONAL WATER SALES AGREEMENT DISCUSSION

ISSUE BEFORE THE COUNCIL.:
The purchase of water from Portland and the Regional Water Sales Agreement.

BACKGROUND:

At the February 22, 2010 Work Session there was an interest expressed by Council to
learn more about the agreement for purchase of water from Portland. This is a follow-up
item to that work session.

DISCUSSION:

| will give a brief overview and then expect to spend most of the time answering questions
from Council regarding the agreement. The current agreement is attached for your
review.

RECOMMENDATION:
This is an informational item; no decision required.

Attachments: A. Agreement
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TUALATIN CITY COUNCIL WORK SESSION MINUTES OF FEBRUARY 22. 2010

PRESENT:  Mayor Lou Ogden; Councilors Chris Barhyte, Monique Beikman, Joelle Davis,
Jay Harris, Donna Maddux, and Ed Truax; Sherilyn Lombos, City Manager;
Brenda Braden, City Attorney; Doug Rux, Community Development Director;
Mike City Engineer McKillip, City Engineer; Don Hudson, Finance Director;
Paul Hennon, Community Services Director: Brad King, Police Captain; Dan
Boss, Operations Director; Carina Christensen, Assistant to the City Manager;
Will Harper, Associate Planner; Dayna Johnson, Project Engineer; Eric
Underwood, Development Coordinator; Will Harper, Associate Planner;
Maureen Smith, Recording Secretary

ABSENT:; None.

[Unless otherwise noted, MOTION CARRIED indicates all in favor. ]

A. CALL TO ORDER
Mayor Ogden called the work session to order at 4:30 p.m. and immediately went into
executive session pursuant to ORS 192.660(2)(h) to discuss current and pending litigation.

Mayor Ogden continued with the Work Session at 5:01 p.m.

Council reviewed the Consent Agenda with no changes.

B. PRESENTATIONS, ANNOUNCEMENTS, SPECIAL REPORTS

1. Water Issues Update
City Engineer Mike McKillip presented information on water issues and possible future
water sources. City Engineer McKillip reviewed the water agreement the City has with the
City of Portland. The rates are calculated annually and are based on three major
components, appreciation on investments, return on investments, and operation and
maintenance. Tualatin does not pay for the waterlines for Portland, only for a certain part
per the agreement. The City just completed working with Portiand on rates. After five years,
Portland did an audit of all their assets to make sure everything is where it should be.
Calculations are included for peak season, June through the end of September, and also
for three peak days.

Council reviewed with City Engineer McKillip a map indicating purchase price plus debt
service over the years up to 2031/32. The map showed projections of what to expect with
regards to costs versus projected costs. It was asked and answered what the cost is
charged to the residents. Rates include operation, etc. not just water. What is not
accounted for that could affect our rates is if other wholesale customers leave. City
Engineer McKillip explained that if a portion of wholesalers drop out of the contract, the
percentages would shift. He explained what some of the other jurisdictions are looking at
for additional water sources to minimize their reliance on Portland. City Manager Lombos
said staff believes this is a realistic forecast. Councilor Harris mentioned that is why the
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Council decided to go with a 10-year contract with Portland instead of a 20-year. it was
asked what the projections might be from the other jurisdictions and that it would be
interesting to know how Tualatin compares to other scenarios in the region. It was asked by
Councilor Maddux the reasoning for remaining with Portiand. City Engineer McKillip and
Operations Director Boss said the City has huge investment and for water quality.

City Engineer McKillip said in response to Councilor Davis’ question that there is an
amendment in the City’s Charter about not using untreated Willamette River water, and
requires a vote of the people. It was noted that it is only for “drinking” water.

City Engineer McKillip spoke on water future needs of Tualatin. The City Water Demands
map was reviewed and City Engineer McKillip explained the water demand and how many
gallons per day would be used and the south Tualatin area which includes the City’s local
aspirations, went from 17 to 12 gallons per day. City Engineer McKillip said the actual
peaking factor is less than what has been projected, and has gone down over time. What is
presented is showing the “worst case scenario” Community Development Director Rux
explained the rationale of the possible acreage that could end up in the City. City Manager
Lombos said the map wasn't meant as a policy statement. Councilor Beikman said the map
is not reflective of the Council’s determinations of the local aspirations, and suggested that
the map should indicate it's a “worst case scenario.” City Engineer McKillip said the way it
is progressing now, he does not believe future demands will be as high as it was in the
past. Discussed what are the rates and structures from other jurisdictions.

City Engineer McKillip mentioned the Aquifer Storage and Recovery (ASR) project. The
City has been working on this project for the past three or four years, and at a point of not
projecting or withdrawing any water. He explained there is a biological problem in the well
where it was drilled. Water has all ingredients to grow bacteria and algae, and staff is
certain that it is on the screens in the well and can't get water down well and into aquifer
because the algae has plugged the screens. Staff has been looking at second round of
testing and have talked with other cities that have ASR. Beaverton doesn’t have the same
problem, and Tigard has not had the same problem, although it is less clear why they
haven’t because they have the same amount as Tualatin. They do have a higher chlorine
level and they are using an old well that had been used for domestic water purposes.

City Engineer McKillip said they hope to be able to inject again in fall. Essentially the well
will need to be taken apart and the screens cleaned, then flushed and scrubbed along the
faces of the aquifer, and do some changes in our well site. When the water is injected back
in it will be a higher chlorine content, and should be enough to stop the organisms. The
work will likely start around June and should be ready to start to reinject in the fall. It was
asked and explained where and how the algae is being created, which is from a variety of
sources. Mayor Ogden said that those that aren’t using Portland water do not have the
same problem. It was asked by Councilor Truax and answered that it will cost
approximately $300,000 to do the work. It was asked and answered how the work would be
done in terms of equipment, etc. Councilor Maddux said after attending the home owner
association meeting there was going to be an open house and asked what will be done
now. City Engineer McKillip said there will be community outreach in the form of mailers,
hold an open house, etc. City Manager Lombos said the consultant is not necessarily sure
that this will work, and it was briefly discussed what would happen if it does not work. City
Engineer McKillip said we have to at least do this process to find out if the problem will
return. It was asked by Mayor Ogden and answered by Operations Director Boss that the
ASR does meet standards, just can'’t get to it because of the filter problem.
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City Engineer McKillip moved on to a discussion of Sherwood's waterline. Sherwood ended
up coming in at half the cost than what was projected and are looking to other jurisdictions
to buy a piece of the pipe. It would cost approximately $45 million for Tualatin’s share.
Discussion on the costs and whether to go for the $45 million option with Sherwood, and
City Engineer McKillip said Tualatin could build a system at $60 million option.

Councilor Davis expressed concern about water quality, and commented by doing this,
spending $45 million, would still require a vote of the people to able to use Willamette River
water. Discussion followed on various options for water. It was asked about the financial
part of why Tualatin would take up Sherwood’s offer for $45 million instead of doing a $60
million option in the future. Discussion followed. City Engineer McKillip said it is more of an
opportunity that was presented to us, and if we want to have two water sources and not be
totally depended on one source of water.

Mayor Ogden said, along with Councilors Beikman and Maddux that they haven't heard a
good reason to split pipe and share, water quality issue aside. Councilor Harris noted there
wasn't any information about the Clackamas River and City Engineer McKillip said it wasn't
considered, and noted the further away the higher the cost. Councilor Harris said he didn't
want to address this at this discussion, but asked if staff could provide information about
the Clackamas River. It was noted there should be some public involvement as it is a big
decision on what will residents want for Tualatin's future water sources.

City Manager Lombos said staff will come back to Council with the next steps with the
Portland water agreement and provide Clackamas River information.

cy Health Systems Development Agreement

City ager Sherilyn Lombos began the discussion and noted Alyson Anderson,

CEO of Legacy Meridian Park Medical Center, and Larry Hill of Legacy Health Systems
were present
Associate Planner\Will Harper explained some of the changes that have been done in the
Development Agreemwsgqt (DA). He also reviewed five additional questions and ideas
Council had of the DA. Harper reviewed (page 3) what those additions were, as stated
in the staff memorandum.

Mayor Ogden said of what the scate is today and what the expansion would be in the future
what is the impact of Legacy in the futwge, with or without the expansion. The concern is
how Legacy handles that. Mayor Ogdensaid he wants to be upfront about what is the long
term goal of the city. Mr. Hill said he understqnds the dilemma, when the Medical Center
(MC) planning district was set ten years ago olNgo, trying to project what would an MC
district look like.

Mr. Hill said the idea is predicated on how big will Tualatin get in the surrounding area and
be able to provide medical services. Legacy Good Samaritan and Emanuel hospitals do not
have much land to expand. Legacy Meridian wants to be abls.to provide a range of
services and do all they can, which will require some additional¥syildings. Mr. Hill said their
capital is tight and it is hard to predict what will happen, and they cannot necessarily take
into consideration what traffic issues would be when it is not known what Legacy will be
building. It was asked about the current site and how tall could a building be, Councilor
Barhyte said he doesn’t believe that constructing as high as a 95 foot buildingfits the
character of the neighborhood. Mr. Hill replied that building a 45 foot building wouldn’t
make sense for them, although he’s not saying 95 feet is right answer. Asked and
answered the height of one of currently buildings. Mr. Hill said Emanuel and Meridian Park
are the only two in the state that have an MC planning district zone. Discussion followed on
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Page 2

SECTION 1 — NATURE OF SERVICE

A.

Subject to the terms and conditions contained herein, City agrees to furnish and sell, and
" Purchaser agrees to purchase a firm supply of potable water on an annual basis for the life
of this Agreement. The City further agrees to furnish and sell an interruptible supply of

water to be made available for purchase at the City’s discretion subject to terms of this

vii agreement.

Water is to be delivered to the purchaser at the place or places, at such pressure or
pressures, and at such flow rate or flow rates as are set forth on Exhibit 1. Provided that
the City is not obligated to meet Purchaser’s demands for water during any period of time
that Purchaser operates its system not in compliance with operational rules established
pursuant to Section 4.D.1.

The City shall deliver water to the purchaser from the same source or Sources of water
that City deliggigto City inhabitants. The City shall meet all applicable drinking water
regulatory requirements up to the purchaser’s point of delivery.

Purchaser’s supply of water shall be reduced or terminated only in accordance with the
terms of this agreement.

Purchaser recognizes and agrees that no liability for damages shall attach to the City on
account of any failure of supply or changes in pressure, flow rate, or water quality due to
circumstances beyond the reasonable control of the City acting in accordance with
standards of care common and usual in the municipal water supply industry. Examples of
such circumstances include, but are not limited to, natural events such as earthquakes,
landslides and floods, and human-caused events such as terrorism, malevolent acts,
contamination of the water supply, and acts of war.

The parties agree and acknowledge that the City of Portland is the owner and operator of
the water supply, storage, transmission, and treatment system, and all facilities and
infrastructure associated with the storage, treatment, transmission, and distribution
systems used in its utility operations. The purchase of water or any other commodity or
service under this agreement shall not constitute purchase of ownership rights to water or
any portion of the water system owned and operated by the City, except as may be
specified herein or may be established by separate agreement. Nothing in this agreement

shall preclude the parties from entering separate agreements involving joint ownership or
joint operation of system elements.
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THIS AGREEMENT is entered into by and between City of Tualatin
herein called “Purchaser,” and the CITY OF PORTLAND, a municipal corporation of the
State of Oregon, herein called “City.”

The parties recite:

A. Purchaser is a municipal corporation of the State of Oregon and is authorized by
its charter or by state law or both to operate a municipal water system.

B. City is a municipal corporation of the State of Oregon and is authorized by
Chapters 2 and 11 of the Charter of the City of Portland to maintain water works for the
furnishing of water to the city, its property, its inhabitants, and to non-inhabitants. The
Council of the City is further authorized to enter into contracts for the supply of water by
the city and t water to persons, public and pnvate outside the city, on terms and
conditions the Council finds appropriate.

C. City is further authorized by Section 2-105(a)4 of its Charter to enter into
agreements, without limitation as to term, as the Council finds appropriate for .
cooperation, consolidation and maintenance of services with any other public corporatton'
or unit of government. -

D. ORS 190.003 to 190.110 authorize units of local government to enter into
intergovernmental agreements for the performance of their duties or for the exercise of
powers conferred upon them.

E. The service and commodity provided by City pursuant to this Agreement are a
special contract service and are not provided by City as a common utility service.
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SECTION 1 - NATURE OF SERVICE

A

Subject to the terms and conditions contained herein, City agrees to furnish and sell, and
Purchaser agrees to purchase a firm supply of potable water on an annual basis for the life
of this Agreement. The City further agrees to furnish and sell an interruptible supply of
water to be made available for purchase at the City’s discretion subject to terms of this
agreement.

Water is to be delivered to the purchaser at the place or places, at such pressure or
pressures, and at such flow rate or flow rates as are set forth on Exhibit 1. Provided that
the City is not obligated to meet Purchaser’s demands for water during any period of time
that Purchaser operates its system not in compliance with operational rules established
pursuant to Section 4.D.1.

The City shall deliver water to the purchaser from the same source or sources of water
that City dglivers to City inhabitants. The City shall meet all applicable drinking water
regulato uirements up to the purchaser’s point of delivery.

Purchaser’s supply of water shall be reduced or terminated only in accordance with the
terms of this agreement.

Purchaser recognizes and agrees that no liability for damages shall attach to the City on
account of any failure of supply or changes in pressure, flow rate, or water quality due to
circumstances beyond the reasonable control of the City acting in accordance with
standards of care common and usual in the municipal water supply industry. Examples of
such circumstances include, but are not limited to, natural events such as earthquakes,
landslides and floods, and human-caused events such as terrorism, malevolent acts,
contamination of the water supply, and acts of war.

The parties agree and acknowledge that the City of Portland is the owner and operator of
the water supply, storage, transmission, and treatment system, and all facilities and
infrastructure associated with the storage, treatment, transmission, and distribution
systems used in its utility operations. The purchase of water or any other commodity or
service under this agreement shall not constitute purchase of ownership rights to water or
any portion of the water system owned and operated by the City, except as may be
specified herein or may be established by separate agreement. Nothing in this agreement
shall preclude the parties from entering separate agreements involving joint ownership or
joint operation of system elements.
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SECTION 2 - WATER REGULATIONS

A. Purchaser hereby agrees to abide by and be bound by the terms and provisions of Chapter
21.28 of the Code of the City of Portland, Oregon, as it presently exists or as may be
amended to comply with federal and state law, during the life of this agreement, to the
extent to which such terms and provisions do not conflict with any material provisions of

this agreement.
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SECTION 3 - DURATION OF AGREEMENT AND RENEWAL

A. Initial Term

This agreement shall become effective on July 1 of 2006 and shall continue in effect thereafter
under the terms of this section, unless terminated as provided herein. Each “contract year” shall
run from July 1 through June 30.

B. Initial Five Year Non-Renewal Notice

At any time during the five-year period from July 1, 2011, through June 30, 2016, either party
may give a written notice of non-renewal. If such notice is issued, the contract will terminate on
the next June 30 at least five years but not more than six years from the date of the notice.

C. First Renewal in 2016

If neither party gﬁ notice of non-renewal on or after July 1, 2011, and prior to July 1, 2016, the
contract shall continue for another ten years, through June 30, 2026.

D. Subsequent Renewals After June 30, 2026

If this contract is renewed pursuant to Subsection 3.C. above, then the contract shall also be
repeatedly renewed for ten year intervals after June 30, 2026, and every ten years thereafter,
unless one of the parties gives a notice of non-renewal under the terms of Subsection E below.

E. Five-Year Non-Renewal Notice

Either party may provide a written non-renewal notice any time during the second five years of
each ten-year renewal period. If either party gives a notice of non-renewal during the non-
renewal notice period, the contract will terminate on the next June 30 at least five years but not
more than six years from the date of the notice.

For example, if this contract is renewed through June 30, 2026, pursuant to Subsection C above,
then the non-renewal notice period during that term of the contract shall run from July 1, 2021,
through June 30, 2026. If either party gives written notice of non-renewal during that period of
time, the contract shall terminate on the next June 30 five years or more but less than six years
from the date of the notice. If no party gives notice of non-renewal during that period, the
contract will be automatically extended through June 30, 2036. If the contract is extended to
June 30, 2036, the next non-renewal notice period would then run from July 1, 2031, through

June 30, 2036.
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F. Effect of Renewals on Cost Cap and Supply Reliability

The five-year period used to judge the City’s compliance with the cost cap established by
Subsection 7.1 shall be restarted at each renewal of this contract. The ten-year period used in
calculating the City compliance with its reliability obligations described in Section 5.F.2 shall be
restarted at each renewal of this contract.
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SECTION 4 — WATER MANAGERS ADVISORY BOARD

A. General

A Water Managers Advisory Board (WMAB) shall be established no later than thirty (30) days
after five or more Purchasers have approved a Water Sales Agreement with the City that includes
this provision, and will continue during the term of this agreement. Purchaser is eligible for
participation in the WMAB. The WMARB shall consist of two representatives of the City Bureau
of Water Works, to be named by the Administrator, and one representative of each participating
entity that has signed a contract to purchase water from the City containing a provision allowing
its participation on the WMAB. The City of Portland Water Bureau will provide staff support to
the WMAB and will be responsible for keeping the official records.

B. Meetings and Bylaws

The WMAB sh t regularly to communicate with and make recommendations to the
Administrator regarding matters relating to the City’s sale of water to participating purchasers.
The WMAB may adopt such bylaws concerning its organization and governance as a majority of
the membership shall see fit. The role of this Board is advisory in nature and, except as specified
herein, no rule, bylaw, or action of the WMAB may alter any term of this agreement.

C. Cominiftees

The WMAB shall be responsible for establishing committees as needed to address ongoing
needs, which may include:

1. Water Resource Conservation — Possible responsibilities for such a commiittee are
outlined in Section 13 — Water Resource Conservation;

2. Operations Coordination — Possible responsibilities for such a committee may
include coordinating supply system routine and emergency operations among the
City and its wholesale Purchaser with the goal of providing efficient and cost-
effective system operations; and

3. Other committees, as identified by the WMAB.

D. Creation of Operating and Information Standards

1. The WMAB shall recommend to the Administrator standard water system
operating practices necessary or advisable to enhance the efficiency, reliability,
and cost-effectiveness of the supply, transmission, and storage of water provided
under this agreement. These standard operating practices will address issues such
as, but not necessarily limited to, forecasting seasonal demands, forecasting peak
demands, managing the system to minimize the impact of peak demand periods,
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security and emergency management, use of storage, and timing of deliveries of
water. Pending recommendations from the WMAB, the Administrator shall adopt
interim operating practices and upon receipt of the recommendations, the
Administrator shall adopt the recommendations, with such alterations as he or she
deems necessary or advisable. The Purchaser agrees to operate its system ina
manner consistent with such established operating practices and in keeping with
responsible use of the City’s water supply system.

2. The WMAB shall recommend to the Administrator what information and data he
or she shall require each participating Purchaser to provide, in order to allow
efficient, reliable, and cost-effective provision of water under this Agreement.

The Administrator shall adopt these recommended information requirements, with
such alterations as he or she deems necessary or advisable. Such information may
ineTtde, but is not necessarily limited to:

(a) System maps with mains, pump stations, tanks, and supply connections;
(b) Connections and usage from other supply sources;
(©) Total existing and new service connections by category;

(d) Key benchmarks to be identified by the Operations Group such as but not
limited to standards for operational norms, notification deadlines,
protocols for communication;

(e) Water quality data;

) Purchaser facilities’ standards for operation to minimize peak and
emergency events; and

(g)  Emergency contact information for each provider and any agreements that
have been signed by individual providers to address emergency response.

3. The WMARB shall periodically evaluate Purchasers’ compliance with the
information requirements and standard operating procedures and shall provide the
Water Bureau Administrator with findings and recommendations to assure
ongoing compliance. '
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E. Rate Review

In order to provide timely notification to Purchaser of proposed changes in rates, charges, and
rate design and an opportunity for Purchaser to evaluate such proposals and be heard before the
City Council, City agrees that the following steps shall be taken annually.

1. Capital Improvement Program.

(2)

(b)

(c)

(d)

On an annual basis, Purchaser, through the WMAB, shall be invited to
participate in development of that portion of the Water Bureau’s Capital
Improvement Plan addressing capital improvements used to serve
Purchaser or other participating Purchasers;

Capital planning will take place in a manner sufficiently timely to ensure
Purchaser effective participation in the City’s capital budget deliberations
each year;

City and WMAB will identify criteria to be considered in prioritizing
capital improvement projects. City will also share its proposed ranking of
projects for funding and completion and its proposed schedule for such
capital improvements. Purchaser will be provided reasonable opportunity
to present suggestions and recommendations for changes to the proposed
Capital Improvement Plan, specific capital projects, and for improvements
in the capital planning and financing process;

At a minimum, the City will host at least one meeting a year to discuss the
Water Bureau’s Capital Improvement Plan on a schedule sufficient to
allow Purchaser participation in the City’s capital budget deliberations
each year.

2. Operation & Maintenance Budget

(a)

(b)

(c)

On an annual basis, Purchaser, through the WMAB, shall participate in
review of the Water Bureau’s Operations and Maintenance budget for the
water supply system used to serve Purchaser or other participating
Purchasers;

Water Bureau O & M budget development and review will take placein a
manner sufficiently timely to ensure Purchaser effective participation in
the budget deliberations each year;

The WMAB will be provided the opportunity to participate in the budget
development and review process, including steps such as:
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(i) The Administrator will report to WMAB at the commencement of annual

. financial plan and budget preparation, and report each month to the WMAB on

progress in the budget preparation and any particular budgetary issues or concerns
related to that part of the water supply system used to serve the Purchaser and
other members of the WMAB. Reports may be in writing or at WMAB meetings.

(ii) A reasonable time, but no less than two weeks, prior to submission of the
Water Bureau budget to the Mayor, the Administrator shall report to the WMAB
on the current state of budget and financial plan preparation and provide his or her
best estimate of the final budget for submission to the Mayor related to that part of
the water supply system used to serve the Purchaser and other members of the
WMARB and shall consult with the WMAB about the budget to be proposed to the

(iii) The Administrator will provide WMAB a presentation concerning the Water
Bureau budget request to the Mayor and the Water Bureau financial plan for the
following fiscal year and provide copies of the budget request and financial plan
for review and comment. The budget request and the financial plan will be made
available to WMAB on or as soon as reasonably possible after the date they are
submitted to the Mayor.

(iv) The City will advise Purchaser in writing of significant changes in the
proposed Water Bureau Budget after its submission to the Mayor.

(v) When the City Bureau of Water Works files its annual rate ordinance with the
City Council Clerk, a copy of said ordinance will be forwarded to Purchaser,
accompanied by a letter giving the dates on which the City Council is scheduled to

consider rates.

3. Purchaser, through the WMARB, may offer comments on the annual rate ordinance
in writing or in personal testimony before the City Council.
F. Protection of Confidential Information

Information submitted to or produced by the WMAB or otherwise exchanged by the
parties to this Agreement and similar wholesale water agreements may include documents related
to the vulnerability or security of water supply systems. The parties agree that if either receives a
public document request for such information, the party receiving that request shall, prior to
release of any documents, expeditiously notify the entity about whose system information is
sought and shall, in addition, assert all applicable exemptions to release of the documents
available under the Oregon Public Records Law.
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SECTION 5- GUARANTEED PURCHASE WATER QUANTITIES

A. General Guaranteed Purchase Pavmeni Obligations

Unless excused by some other provision of this Contract, Purchaser agrees to pay City each year
a sum of money (its “guaranteed purchase payment”) equal to the annual water rate applicable to
Purchaser for that year times the Purchaser’s “guaranteed purchase” quantity of water. Payments
shall be made as provided in Section 15, Billing and Payment.

B. Guaranteed Purchase Quantities And Peaking Factors

- 1. Guaranteed Purchase Quantity. For purposes of calculating annual rates and
determining Purchaser’s minimum payment, Purchaser’s guaranteed purchase
quantity (expressed in annual average daily demand and in total monthly
demands) shall be the quantity identified in Exhibit 1 to this contract, unless
clwed pursuant to the terms of this contract.

" 2. Seasonal Peaking Factor.

a. Except as otherwise provided in this agreement, for purposes of calculating
monthly demands and annual rates and determining Purchaser’s minimum
payment, Purchaser’s “seasonal peaking factor” shall be the seasonal peaking
factor identified in Exhibit 1 to this contract unless changed pursuant to the terms
of this contract. “Seasonal peaking factor” is the ratio of the Purchaser’s
guaranteed purchase average daily demand placed on the City system during the
“peak season” to the Purchaser’s guaranteed purchase annual average daily
demand. For this calculation “peak season” is the period of time from July 1
through September 30. For purposes of ratemaking and calculating monthly
demands, the seasonal peaking factor excludes purchases of interruptible water.

b. For purposes of Section 5 of this agreement, the Purchaser’s “actual seasonal
peaking factor” shall be the ratio of the Purchaser’s actual average daily demand
placed on the City system during the peak season (as determined from City water
supply data) to the Purchaser’s guaranteed purchase annual average daily demand.

3. Daily Peaking Factor.

a. Except as otherwise provided in this agreement, for purposes of calculating
annual rates and determining Purchaser’s minimum payment, Purchaser’s “daily
peaking factor” shall be the daily peaking factor identified in Exhibit 1 to this
contract unless changed pursuant to the terms of this contract. “Daily peaking
factor” is the ratio of the daily average derived from the Purchaser’s highest three
consecutive days of purchases to its annual average daily demand for the contract
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year. For purposes of ratemaking and calculating monthly demands, the daily

peaking factor excludes purchases of interruptible water.
L

b. For purposes of Section 5 of this agreement, the Purchaser’s “actual daily
peaking factor” shall be ratio of the daily average derived from the Purchaser’s,
actual highest three consecutive days of purchases (based on City data) to its
guaranteed purchase annual average daily demand for the contract year.

C. Changes In Guaranteed Purchase Quantities

1. Reductions In Guaranteed Purchase Quantities

Except as specifi@i#y provided for in this contract, Purchaser’s guaranteed purchase quantity
may not be reduced during the term of this contract except by a contract amendment.

2. Increases in Guaranteed Purchase Quantities

On any March 15 during the term of this contract, Purchaser may request that its guaranteed
purchase quantity be increased. The Administrator may accept or reject such request, in whole or
in part. The Administrator shall respond to any request for an increase in guaranteed purchase by
May 1 of the same year the request is made. Unless otherwise agreed by Purchaser and the City,
any increases in guaranteed purchase agreed to under this provision shall be effective for the
remaining term of the contract.

If on any March 15, more than one Purchaser under a similar wholesale water agreement requests
an increase in guaranteed purchase and the Administrator determines that he or she can prudently
approve some increase in guaranteed purchases, but cannot approve all pending requests in total,
then the Administrator may grant such overall increase in guaranteed purchase as he or she
deems prudent, provided that when granting partial approvals of more than one request, the
Administrator shall grant such approvals in proportion to the then existing guaranteed purchase
quantity of each requesting Purchaser compared to the total of then existing guaranteed purchase
quantities of all requesting Purchasers. If the Administrator cannot grant Purchaser’s original
request in total, the Purchaser may elect to withdraw its requested increase in guaranteed
purchase quantity. All increases in guaranteed purchase quantities shall be confirmed in writing
and signed by both parties.

3. Transfers of Guaranteed Purchase Quantities

With approval of the Administrator, which shall not be unreasonably withheld, Purchaser may
alter its guaranteed purchase quantity (and its guaranteed purchase obligation) by transferring all



Regional Water Sales Agreement (10 Year)
April 3, 2006
Page 12

SECTION 5 — (Continued)

or some of its guaranteed purchase quantity to another municipal entity witha valid similar
wholesale water agreement with the City. Withholding approval shall be deemed reasonable in
the following circumstances only: the Administrator determines that the transfer would require
changes in the City water system infrastructure or reduce the reliability of the water supply
system. In these two circumstances, nonetheless, the Administrator shall endeavor to approve
transfers with such conditions as he or she deems necessary or advisable to avoid the need to
make changes in the City water system infrastructure or reduction in the reliability of the water

supply system.
4. Sale of Guaranteed Purchase Water

Purchaser may sell water purchased from the City as part of its guaranteed purchase quantity to
other water suppliers, upon approval of the Administrator, which will not be unreasonably
withheld. Withholding approval shall be deemed reasonable in the following circumstances
only: the Adminif§lgor determines that the transfer would require changes in the City water
system infrastructure, or reduce the reliability of the water supply system. In these two
circumstances, nonetheless, the Administrator shall endeavor to approve sales of water with such
conditions as he or she deems necessary or advisable to avoid the need to make changes in the
City water system infrastructure, or reduction in the reliability of the water supply system.

D. Changes in Seasonal Peaking Factor

1. Requested Changes to Seasonal Peaking Factor

Subject to limitations of Section 5.D.2(a) below, at any time prior to December 1 of each year of
the second through fifth year of this contract, Purchaser may request in writing that its seasonal
peaking factor for Years 3 through 6 of this Contract be changed from that identified for Year 1,
as set out in Section 5.B.1(b) above. Purchaser’s requested seasonal peaking factor shall be no
less than the average of the Purchaser’s actual seasonal peaking factor for the previous years

under this contract.

Prior to December 1 of Contract Year 6 and every year thereafter, Purchaser may request in
writing a change in Purchaser’s seasonal peaking factor. Any requested change shall take effect
on the first day of the next contract year and shall continue as Purchaser’s seasonal peaking
factor thereafter unless changed pursuant to the terms of this contract. Purchaser’s requested
seasonal peaking factor shall be no less than the average of the Purchaser’s actual seasonal
peaking factor for the five previous years under this contract.

Upon receiving such a request, the City shall adjust the Purchaser’s seasonal peaking factor
unless the Administrator determines that to do so would reduce the reliability of the water supply

system.
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2. Excess Seasonal peaking factors

(@

(b)

Except as provided in Section 5.D.2(b) below, if in any year Purchaser’s
actual seasonal peaking factor exceeds by more than 10% the seasonal
peaking factor set by the terms of this contract for the purposes of
calculating rates in that year, the Administrator shall recalculate the year’s
rates and in the next available contract year shall impose on the Purchaser
a surcharge equal to the difference in the Purchaser’s guaranteed purchase
payment under the original rates and the Purchaser’s guaranteed purchase
payment under the rates as recalculated using the Purchaser’s actual
seasonal peaking factors. When calculating rates for the year in which the
surcharge is to be collected, the City shall treat the surcharge as an offset
to the otherwise estimated annual revenue requirements for all wholesale
and retail customers of the system. The Administrator may also increase

" the Purchaser’s seasonal peaking factor to the actual excessive seasonal

peaking factor for the purpose of calculating rates for a period of five years
and the Purchaser shall not be entitled to reduce its seasonal peaking factor
as described in Section 5.D.1 during this same five year period. If the
Administrator determines that honoring Purchaser’s actual excessive
seasonal peaking factor for the five year period would reduce the reliability
of the system or threaten the water supply of any other wholesale '
purchaser of water from the City, he or she may refuse to honor the
increased seasonal peaking factor and take steps he or she deems necessary
or advisable to protect the system and other Purchasers, as provided in
Section 5.F, Excess Demand.

The provisions of Section 5D.2(a) shall not apply if the excess seasonal
peaking factor resulted from the direct result of Acts of God, malevolent
acts, contamination of the water supply, or events beyond the Purchaser’s
control if the consequences of any such circumstance or event could not
have been avoided through the exercise of the standards of care common
and usual in the municipal water supply industry.

E. Changes In Daily Peaking Factor

1. Daily Peaking Factors For Contract Years 2 Through‘S

(a) Except as it is changed upon Purchaser’s request as provided in Section 5.E.1(b), for
rate-making purposes in the second through fifth contract year, Purchaser’s peaking factor shall
be the average of its actual daily peaking factor for all previous contract years, based on demand
data collected by the City.
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(b) At any time prior to December 1 of the first through fourth contract years, Purchaser
may request that its daily peaking factor for the next year, as calculated in Section 5.E.1.(a), be
altered up or down by no more than 20 percent. Except as provided in Section 5.E.3, for
ratemaking purposes in the next year, the City shall use the daily peaking factor identified by the
Purchaser consistent with this section, unless the Administrator determines that honoring the
requested peaking factor would reduce the reliability of the system or threaten the water supply
of any other wholesale purchaser of water from the City.

2. Daily Peaking Factors For Contract Years 6 And Thereafter

(a) Except as it is changed upon Purchaser’s request as provided in Section 5.E.2.(b), for
rate-making purposes in the sixth and subsequerit contract years, Purchaser’s peaking factor shall
be the average of its actual daily peaking factor for the five preceding years, based on demand
data collected by the City.

(b) By Déc?nber 1 of the fifth contract year and each year thereafter, Purchaser may
request that its daily peaking factor for the next year, as calculated in Section 5.E.2.(a), be
altered up or down by no more than 10 percent. Except as provided in Section 5.E.3., for
ratemaking purposes in the next year, the City shall use the daily peaking factor identified by the
Purchaser consistent with this section, unless the Administrator determines that honoring the
requested peaking factor would reduce the reliability of the system or threaten the water supply
of any other wholesale purchaser of water from the City.

3. Excess Daily Peaking Factors

(@) Beginning in contract year 3, and for each year thereafter, except as
provided in Section 5.E.3(b) below, if in any year Purchaser’s actual daily peaking
factor exceeds by more than 20% the daily peaking factor set by the terms of this
contract for purposes of calculating rates in that year, the Administrator shall
recalculate the year’s rates and in the next available contract year shall impose on
the Purchaser a surcharge equal to the difference in the Purchaser’s guaranteed
purchase payment under the original rates and the Purchaser’s guaranteed
purchase payment under the rates as recalculated using the Purchaser’s actual
daily peaking factors. When calculating rates for the year in which the surcharge
is to be collected, the City shall treat the surcharge as an offset to the otherwise
estimated annual revenue requirements for all wholesale and retail customers of
the system. In addition, for five years after the year in which the Purchaser’s
actual daily peaking factor exceeds by more than 20% the daily peaking factor set
by the terms of this contract for purposes of calculating rates in that year, the
Administrator need not honor any request by Purchaser to alter the Purchaser’s
calculated daily peaking factor pursuant to Sections 5.E.1(b) or 5.E.2(b).
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(b

The provisions of Section 5E.3(a) shall not apply if the excess daily

peaking factor resulted from the direct result of Acts of God, malevolent acts,
contamination of the water supply, or events beyond the Purchaser’s control if the
consequences of any such circumstance or event could not have been avoided
through the exercise of the standards of care common and usual in the municipal

water supply industry.
F. Release Of Purchaser From Guaranteed Purchase Obligations
1. Changeé in Guaranteed Purchase Quantities In Case Of Short-Term Curtailment
(a) Reduction or Shift of Guaranteed Purchase Quantity

&

(b)

(©

Purchaser’s guaranteed purchase quantity (and, as appropriate, its
guaranteed purchase annual payment) shall be altered, at Purchaser’s
request, for any year in which the Purchaser acts on a request by the City
to reduce or curtail demand below its established guaranteed purchase
quantity for more than five consecutive days. Any request must be made
in writing to the City within 30 days after the Purchaser is no longer
reducing or curtailing demand upon the City’s request. At Purchaser’s
option, the quantity of water it did not purchase during a reduction or
curtailment period of more than 5 consecutive days shall either: (a) be
excluded from that year’s guaranteed purchase quantity or (b) be shifted to
another time of the year when curtailment is not in effect. Provided,
however, that the Administrator need not honor a request to shift
quantities to other times if he or she determines that to do so would
threaten the reliability of the water system.

Quantification of Reduction or Shift in Guaranteed Purchase Quantity

For purposes of Section 5.F.1, the Administrator shall calculate the
reduction in water used by the Purchaser (and, therefore, the amount of the
guaranteed purchase quantity reduction or shift) by considering the
difference between the Purchaser’s actual water usage during the period of
curtailment or water use reductions and the Purchaser’s guaranteed
purchase demand projections for the same period and such other
information available to the Administrator that he or she determines can be
used to assist in making the calculations.

Seasonal Peaking Factor Effects
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Reductions or shifts of guaranteed purchase quantities pursuant to Section
5.F.1 shall not alter the Purchaser’s seasonal or daily peaking factors for
purposes of future ratemaking.

2. Changes in Guaranteed Purchase Quantities In Case of Failure of Supply

(2)

®

(c)

Except as provided in Section 5.F.2(d) below, if the City fails to supply
Purchaser’s guaranteed purchase demand for more than 30 consecutive
days more than one time in any period of ten consecutive years, the
Purchaser may declare its intention to reduce its guaranteed purchase
quantity pursuant to this Subsection.

For purposes of Section 5.F.2, the Administrator shall determine if there
has been a failure to meet guaranteed purchase obligations by considering
the difference between the Purchaser’s actual water usage during the
period of curtailment or reduced water supply and the Purchaser’s
guaranteed purchase demand projections and such other information
available to the Administrator that he or she believes can be used to assist
in making the determination.

Procedure to Reduce Guaranteed Purchase Quantities

i To reduce its guaranteed purchase quantity under this Subsection,
Purchaser must give written notice to the City of its intent to do so.
The notice must be given any time after the 3 1st day of the failure
of supply, but not more than 60 days after supply has been fully
reestablished.

ii. Having given notice under Subsection 5.F 2(c)i, Purchaser may
thereafter reduce its guaranteed purchase from the City by up to
10% of the guaranteed purchase quantity in effect the day before
the failure of supply each year for the remaining years of the then
current contract term and the next ten year term if the contract is
renewed. To reduce its guaranteed purchase for any contract year,
Purchaser must provide written notice of the reduction to the City
no later than December 31 of the préceding contract year.
Provided that to continue reducing its minimum quantity after any
contract renewal, Purchaser must give written notice (o the City of
its intent on or before the date of renewal.
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iil. If Purchaser elects to reduce its guaranteed purchase quantities
pursuant to the terms of this Subsection, all other terms of the
contract shall continue in effect.

(d) Purchaser shall not have the option to reduce its guaranteed purchase
obligation under this Subsection if the City’s failure to supply Purchaser’s
guaranteed purchase was caused by Acts of God, malevolent acts,
contamination of the water supply, or events beyond the City’s control if -
the consequences of any such circumstance or event could not have been
avoided through the exercise of the standards of care common and usual in
the municipal water supply industry.

(¢)  The ten year period for judging this obligation shall restart at each renewal
of this contract. (See Section 3.F.)

G. Excess Demands

1. Reduction in Supply

Should Purchaser place demands on the system in excess of that agreed to between City and
Purchaser or not in compliance with the Operating Standards adopted pursuant to Section 4,
WMAB, in a manner that jeopardizes the reliability and safety of the Portland water system or
compromises the City's ability to meet its obligations to other customers, the Administrator may
take such steps as are necessary or advisable to protect the system. Such actions may include, but
are not limited to reducing the supply of water flowing to the Purchaser. 1f the water system
infrastructure does not allow the Administrator to make such supply reductions, the
Administrator may construct control devices as may be needed to suitably control Purchaser's
demands. The cost of such improvements shall be fully recovered through a surcharge billed to
Purchaser and added in equal installments to the Purchaser’s monthly invoices during the four
months following completion of construction.

2. Calculation of Excess Demands

For purposes of Section 5.G, the Administrator shall determine whether Purchaser has imposed
excess demands on the system using any information available to the Administrator that he or she
determines can be used to assist in making the determination. The Administrator’s determination
shall be subject to review and comment by the WMAB. '

H. Increased System Capacity To Meet Increased Guaranteed Purchase Quantities

1. If Purchaser requests an increase in its guaranteed purchase quantity pursuant to
Section 5.C.2 that, in the judgment of the Administrator, cannot prudently be granted
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because it exceeds the capacity of the system to deliver water to Purchaser, the Purchaser
may request that the City undertake a study to determine what, if any, enhancements or
alterations to the system, would produce sufficient system capacity to meet the increased
guaranteed purchase quantity.

2. Upon Purchaser’s written agreement to fund such a study of system enhancements
or alterations, the City shall undertake the study. Provided that the City’s obligation shall
be contingent on the negotiation of a mutually satisfactory intergovernmental agreement
between the City and Purchaser establishing the nature, timing, and funding of the study.

3. Upon completion of any system study provided for in this subsection, the
Purchaser funding the study may request the City to undertake system enhancements or
alterations sufficient to meet the increased Purchaser’s proposed increased guaranteed

purchase aiantity.

< Upon request for system enhancements or alterations, the City may agree t0
undertake the enhancements or alterations requested, under such terms and conditions as
the City and Purchaser (or others) in writing mutually agree. The parties may utilize joint
funding agreements, as provided for under Section 16 of this Agreement, or such other
arrangements as are determined to be mutually beneficial at the time.
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A. In General

Purchaser may purchase water over and above its guaranteed purchase quantities under the terms
and conditions set forth herein. Such water shall be termed interruptible water. Except as
provided herein, the City is not obligated to sell interruptible water to Purchaser. Further, City
may cease providing interruptible water at any time under procedures of Section 6.F below, even
after the Administrator has accepted an offer to purchase interruptible water under procedures of
Sections 6.B, 6.C and 6.D below. '

B. Winter Interruptible Water

From October 1 through May 31, Purchaser may offer to purchase winter interruptible water on
one day’s verbal gr written notice to the City. The City may provide interruptible water to
Purchaser if the hi’nistrator determines it is prudent to do so and if the Administrator accepts
the Purchaser’s offer either verbally or in writing.

C. Summier Interruptible Water

1. From June 1 through September 30, Purchaser may request to purchase summer
interruptible water using the procedures established in this Section 6.C.

2. No later than March 15 of each year, Purchaser may submit to the City, in writing,
its offer to purchase summer interruptible water supplies. The offer must identify
the quantities of water to be purchased, by month, for the next June through
September period.

3. No later than April 15, City of each year shall respond in writing to Purchaser’s
request for interruptible water, based on the Administrator’s prudent estimates of
system capacity and operational requirements. If the Administrator accepts
Purchaser’s offer without changes, then the Purchaser is obligated to purchase and
the City is obligated to sell the designated quantity of summer interruptible water
under the terms of this contract.

4. If the Administrator determines that it would not be prudent to agree to meet all
timely requests for summer interruptible water from all Purchasers, he or she shall
offer the total quantity of interruptible water he or she deems to be prudent to all
requesting Purchasers as follows: each Purchaser shall be offered a quantity of
interruptible water proportional to its guaranteed purchase quantity in comparison
to the total of the guaranteed purchase quantities of all requesting Purchasers.
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5. If the Administrator offers to supply Purchaser less than the full amount of
summer interruptible water requested by the Purchaser, Purchaser must, within 15
days of the Administrator’s offer, accept or reject the offer. [f Purchaser accepts
the offer, then Purchaser is obligated to purchase and the City is obligated to sell
that quantity of summer interruptible water under the terms of this contract.

D. Additional Sales of Interruptible Water

Notwithstanding the other provisions of Section 6, each contract year after the Administrator has
confirmed sales of summer interruptible water under Subsection 6.C. above, the Purchaser may
buy and the City, acting through the Administrator, may sell additional interruptible water at that
year’s Sumumer season interruptible rate and on such other terms as are mutually agreeable.

E. Confirmed Summer Interruptible Water Payment

1. Purchaser’s Obligation to Make Payment

Once Purchaser and the City have agreed on a quantity of interruptible water
under the terms of this section, and subject to the billing provisions of Section 15
of this Contract, except as provided in Section 6.E. 2 below, the Purchaser shall
pay the City for that quantity of water agreed to at the price established by Section
8 of this Contract. The amount due shall be termed the confirmed interruptible

water payment.
5 “Reduction in Confirmed Interruptible Water Payment

If the City fails to deliver any of the confirmed quantity of interruptible water, the
Purchaser shall be excused from paying a portion of its confirmed interruptible
water payment equal to the quantity of water not delivered times the price of

interruptible water.

F. Reduction or Elimination of Interruptible Water

In the event of an emergency or other condition under which continued supply of
interruptible water jeopardizes the reliability of the water system, the City may cease
providing interruptible water at any time on one day’s written or verbal notice to the
Purchaser. Under all other circumstances, the City may cease providing interruptible
water at any time on 21 days written or verbal notice to the Purchaser.
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SECTION 7 - RATES AND CHARGES FOR GUARANTEED PURCHASE WATER
QUANTITY

A. Rate Making In General

1. The rate structure for Purchaser’s guaranteed purchase quantity of water shall
consist of (a) a fixed monthly charge calculated using the cost of service of typical
non-volumetric services such as, but not limited to, meter reading, billing, meter
purchases, meter maintenance, and relevant overhead and (b) a volume charge
calculated using volumetric rates established as provided herein times the
Purchaser’s guaranteed purchase quantity.

2. The City shall annually establish rates and charges for the Purchaser’s fixed
monthly charge and guaranteed purchase quantities that do not exceed charges
ca&laxcd using the principles and standards of this Section 7.

(@ Determination of revenue requirements using the utility basis of revenue
requirements and cost of service principles as described in Manual of
Water Supply Practices — M1. Principles of Water Rates, Fees and
Charges. Fifth Edition. Denver: 2000-published by the American Water
Works Association (hereafter “AWWA Manual M1”) or in such updates
as may occur from time to time, except for such deviations from AWWA
Manual M1 as are described or permitted by this contract. A cost of
service computer model will be used to calculate the revenue
requirements, cost allocations, and resulting rates.

(b) The components used to determine the revenue requirements under the

utility basis shall be:

l. Operation and Maintenance (hereafter “O & M”) costs;
2. Return on Investment; and

3. Depreciation.

©) Purchaser shall not be charged for the costs incurred by the City that are
incurred for the sole purpose of serving the City’s retail customers. For
the costs incurred serving both the Purchaser and the City’s retail
customers, Purchaser shall be charged an amount that equals its
proportionate share of the cost, using standard cost-of-service principles,
as generally described in AWWA Manual M1, unless stated otherwise
herein.

(d)  The parties understand that the City may enter into similar wholesale water
sale agreements with other water utilities. If the City does so, the charges
to Purchaser shall continue to be based on the Purchaser’s proportionate
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share of the cost to serve the Purchaser, based on the Purchaser’s
proportionate share of total demand on the system, including demand of
other purchasers under similar wholesale water agreements and the City’s
retail customers.

(e) The City shall treat surcharges collected under Section 5.D.2 of this
agreement as an offset to the otherwise estimated annual revenue
requirements for all wholesale and retail customers of the system.

B. Cost Allocations—In General

1. Costs shall be allocated to the Purchaser in accordance with generally accepted
ratemaking practices and procedures, as described in AWWA Manual M1, as it
may be updated from time to time, except to the extent that the procedures
spggified herein may deviate from the practices and procedures of AWWA
Manual M1. In general, unless specified otherwise in the agreement, costs shall
be allocated based on the proportionate share of costs of the assets and other
revenue requirements, as provided in AWWA Manual M1.

2. Cost allocation for purposes of this contract shall be based on the “commodity
demand” methodology, as defined in AWWA Manual M1, unless otherwise
agreed to by Purchaser and the Administrator.

C. O & M Cost Allocation

1. Definition

For purposes of this agreement O & M expenses include the operations, maintenance, and
associated overhead expenses of the City’s water supply system as adopted in the City’s annual
budget process for the year for which the rate will be in effect except that costs for water
planning studies that are expensed rather than capitalized shall be included in the O & M
expenses at their actual cost rather than budgeted or anticipated costs. When use of actual costs
for such studies results in a delay of recovery of costs associated with such studies, Purchaser
shall also be charged interest on the funds expended from the time the costs were incurred by the
City until the start of the following contract year. The interest rate shall be equivalent to the rate
earned on the City’s internal investment pool managed by the City Treasurer.

2. Allocations

The City shall allocate O & M costs to cost functions applied in accepted cost of service rate-
making contemplated by AWWA M-1, such as commodity, peak season demand (referred to as
the seasonal peaking factor under this contract), peak three days system-wide demand (referred to
as the daily peaking factor under this contract), customer, and equivalent meter service based on
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the City’s best professional engineering judgment. The City shall then allocate O & M costs
allocated to these respective cost functions to the Purchaser based on the Purchaser’s
proportionate share of retail demand and non-retail guaranteed purchase quantities for annual
average demand, peak season demand, total annual non-retail bills, meters, and size of meters
respectively. Allocations may also be based on peak day or peak three day demands, but for
those purposes the City may include Purchaser’s total demands on the Portland water system,
including guaranteed purchase quantities and actual purchases of interruptible water. Definitions
of allocation factors are found in Exhibit 2, which is hereby incorporated and made part of this

Agreement.
3. Special Allocation to Avoid Cost Cap

In any year that the Administrator determines that standard allocation of the O & M expenses
contained in theﬁ Budget will cause specified O & M expenses to exceed the O & M cost cap
as defined in Section 7.1, the Administrator may alter the O & M component of Purchaser’s rates

in a manner that avoids that result.

D. Capital Cost Allocations

1. Capital costs are those expenditures that result in the acquisition of or addition of
fixed assets that become part of the rate base.

2. Except as specifically provided herein, capital costs shall be allocated based on
Purchaser’s guaranteed purchase quantity in a five-step process using best
professional judgment. First, system assets included in the rate base shall be
allocated to functional asset groups. Second, the resulting system assets by
functional asset group shall be allocated to water service characteristics. Third,
the assets allocated to each water service characteristic shall be allocated to
customer classes based on their respective percentages of the water demands
related to each water service characteristic. The City shall classify customer
classes as retail and wholesale and shall treat each wholesale customer that serves
more than 200 service connections as an individual customer class. Fourth, the
asset costs allocated to each customer shall be multiplied by the rate of return to
determine the return on investment for each customer class. Fifth, the working
capital component of the rate base shall be allocated to customer classes in
proportion to the allocation of all other rate base assets.

3. In performing these allocations, items that solely serve the City’s retail customers
shall be allocated to retail customers. Items that solely serve the Purchaser and
other wholesale customers shall be allocated to wholesale customers. Items that
serve the City and any wholesale customers shall be allocated proportionately to
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the City, based upon its retail water demand, and the respective wholesale
customers, based upon each customer’s guaranteed purchase amount.

For the purposes of these allocations, functional asset groups are collections of
common water system assets or facilities that are used to provide water service to
customers. The City’s functional asset group designations shall be specific
enough that customer classes are not allocated costs to support assets or facilities
that do not provide service or benefit to them. Definitions of functional asset
groups and their allocations to customers shall be consistent with the findings
contained in a document entitled Functional Asset Groups unless circumstances
change, in which case the allocations will also be changed to reflect the use or
benefit of assets and facilities under normal operating conditions. Any changes in
definitions of functional asset groups shall be presented to the WMAB for review
and comment. The Administrator shall provide a written explanation if WMAB
re@@mendations are not implemented and consult with WMAB regarding his
determination. '

For the purposes of these allocations, water service characteristics may include
such things as commodity, peak season demand, peak three days demand,
customer, equivalent meter, and fire. For purposes of peak day and peak three day
analysis, the City may include Purchaser’s total demands on the Portland water
system, including guaranteed purchase quantities and Purchaser’s actual purchases
of interruptible water. Definitions of these water service characteristics are
provided in Exhibit 2.

The allocations of assets to functional asset groups and subsequently to water
service characteristics may vary from time to time as changes to the system and its
operation may occur. The revised allocations, if any such revisions occur, shall be
used in the annual rate setting process, and if no revisions occur, then the
previously adopted allocations shall be used for annual rate setting. The entire set
of these allocations, including the initial allocations and any subsequent changes,
shall be reviewed in the Cost Allocation Audits, as described in Section 7.E.
below.

E. Cost Allocation Audits

1.

In Contract Year 5 and every five years thereafter during the term of this contract
and any extensions, an independent third party shall be retained to conductan
audit of all steps of the then-currently employed process to allocate assets and O
& M to customer classes. The expert shall be instructed, as the result of its audit,
to recommend any changes necessary o ensure the continued accuracy of the cost
allocations consistent with the terms of this contract and the AWWA M-1 manual.
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The expert shall be selected by a majority vote of the WMAB and the auditor
expense shall be included in O & M expenses and allocated accordingly. The
expert’s report shall be completed by December 1 of the contract year in which
the expert is hired.

Expert recommendations for cost allocations shall be reviewed by the WMAB and
shall be implemented by the Administrator in the contract year following receipt
of the recommendations unless: (1) a majority of the WMAB and the '
Administrator concur that the recommendations should not be implemented or (2)
the Administrator determines that it would be imprudent to adopt any or all of the
recommendations. In case the Administrator reaches a determination of
imprudence, he or she shall explain his or her determination in writing to the
WMAB and consult with WMAB concerning his or her determination.

F. Depreciam of Capital Assets

1.

Depreciation expense shall be the annual depreciation expense on assets that are
used, in total or in part, to serve the Purchaser, either directly or indirectly.
Depreciation shall be calculated on the original cost of the assets and on a
straight-line basis, using City accounting estimates of the useful lives of the assets
in accordance with Generally Accepted Accounting Principles, which may differ
from the actual useful lives of those assets.

The parties understand and agree that the assets being depreciated for these
purposes may include backup facilities and other redundant facilities that may be
idle for long periods of time, but which the City has determined still provide a
service function to the system and the Purchaser by virtue of their backup and
redundancy functions.

Depreciation shall not be charged for assets that are no longer able to provide
service to the Purchaser or whose accounting life has expired, unless otherwise
agreed to by the parties.

G. Return On Investment

Return on investment shall equal the rate of return multiplied by the value of system assets (the
rate base) that serve the Purchaser.

1.

Rate of Return

The rate of return for each year shall be the percentage rate of the Bond Buyer Revenue Bond
Index as published by the newspaper The Bond Buyer on the previous December 1 or the City
Water Bureau’s embedded cost of debt on the previous December 1, whichever is higher, plus
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one percentage point (1.0%). If the Bond Buyer Revenue Bond Index ceases to be available, the
Administrator shall notify the Purchaser and consult with WMAB regarding identification of a
substitute index. The substitute index shall be selected by the Admiriistrator, in consultation with
the WMAB, and shall be widely available to dealers in municipal securities, and measure the
interest rate of high quality, long-term, fixed rate municipal securities. If available, an index
measuring the interest rates on high quality, long-term, fixed rate municipal revenue bonds will
be selected by the Administrator over a comparable general obligation bond index. Upon
identification of a substitute index, the rate of return on this contract shall be the percentage rate

of a substitute index plus one percentage point (1 0%).
2. Rate Base
The rate base shall equal:

(43R Working capital, consisting of an amount equal to an average of 45 days of
operation and maintenance costs for the water system supply,
transmission, storage and pumping facilities that are incurred to provide
service directly or indirectly to non-retail customers.

(b)  The remaining un-depreciated value, i.e., book value, of all assets that
provide service, directly or indirectly, in whole or in part, to the Purchaser,
including water system supply, transmission, storage, and pumping
facilities, equipment, and appurtenances and any other water system assets
that provide service directly or indirectly to the general water supply and
transmission portion of the water system, thereby providing water supply
to non-retail water customers of the City. These assets may include
backup facilities and other redundant facilities that may be idle for long
periods of time, but which the City has determined still provide a service
to the system and Purchaser. For such assets providing water supply
benefit to both retail and non-retail customers, the assets included in the

rate base shall be allocated proportionately as previously described herein.

(c) The assets initially included in the Rate Base, as of the date of this
agreement, are listed in Exhibit 3. Each year, the City shall produce a new
Rate Base asset list and provide it to Purchaser during the rate-making
process as provided in Section 4, WMAB.

(d) After the first year of this contract, the assets included in the Rate Base
assets shall be updated each year to include all water system capital assets
listed and valued in Water Bureau documents used to produce the City’s
most recent Comprehensive Annual Financial Report and its supporting
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documentation, which may include capitalized interest on some or all of
the relevant assets.

3. Rate Base Exclusions
The Rate Base shall exclude the following items:
(a) Construction work in progress.

(b)  Assets that are fully depreciated, even though such assets may be still in
service.

H. Prepayment of Capital Cost Share

The Purchaser nf@lect to pay its share of capital cost allocations for new water system assets in
a lump sum cash payment or other mutually agreed upon payment erms in lieu of paying
annualized rates for depreciation and rate of return for the new facilities. If Purchaser makes-
such cash payment, the portion of the asset cost being prepaid by the Purchaser shall be deducted
from the value of the specified assets in the rate base used to calculate the Purchaser’s rates. By
making such cash payment, Purchaser does not obtain an ownership interest in the specified
assets unless Purchaser and the City have entered into a supplemental joint ownership agreement
as specified in Section 16, Joint Funding of Capital Improvements.

1. Operations And Maintenance Cost Control

To help ensure stability and predictability of wholesale rates and to permit recovery of costs of
service, increases in specified O & M expenses shall be subject to limitations described below.
These limits do not apply to capital costs, recovery on investment, or O & M expenses that are
not specified O & M expenses.

1. O & M Cost Cap

The O &M Cost cap is the prior year’s specified O & M expense any portion of which was
allocated to Purchaser or any other wholesale purchasers under similar water sale agreements
increased by the sum of two percentage points (2%) plus the annual rate of change of the selected
CPL

(a) Selected CPI shall mean the CPI-Urban, West Urban (ref
CUUR0400SAOQ) for January 1 of the year new rates are calculated, e.g.,
CPI of January 1, 2006, will be used to assess O & M increases in rates for
July 1,2006. If this referenced index ceases to be available, the
Administrator shall notify the Purchaser and consult with WMAB
regarding identification of a substitute index.
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(b) Specified O & M expenses are those City O & M expenses defined in
Subsection 1.3 below, Specified O & M Expenses and Exclusions.

2. Cost Cap Limitation

The City may not more than once in any consecutive five year period include in the calculation of
Purchaser’s rates, specified O & M expenses that exceed the O & M cost cap. If, however, the
City’s actual O & M spending (including, but not limited to specified O & M expenses) is 90%

or less than the City’s budgeted O & M expenses for each of the prior four years, the increase in
the fifth year shall be limited to the formula of 7.1.1 above. A new five year period shall
commence at each renewal of this contract.

3. Specified O & M Expenses And Exclusions

Specified O & Mgpgpenses shall be those O & M expenses, including associated overhead,
incurred by the City’s water system to serve directly or indirectly, in whole or in part, the
Purchaser and other purchasers under similar wholesale water agreements and any portion of
which is properly allocated to Purchaser or any other purchasers under similar wholesale water
agreements under the terms of their contracts, except for expenses or classes of expenses
excluded by this Section 7.1. The Administrator shall make a determination of specified O & M
expenses and exclusions in consultation with the WMAB each year during the ratemaking

processes.

4, Specified O & M expenses shall not include and shall therefore, exclude, the
following expenses or classes of expenses:

(a) Pass-Through Costs. These are costs that the parties agree are generally
beyond the reasonable control of the City water system to influence. For
purposes of this contract, pass through costs are those listed here.

1. Utilities, including electricity, water, sewer, natural gas, garbage
and telephone.

ii. Equipment rental, such as hoists, excavators, tools and other
miscellaneous equipment not included in the City's fleet.

iil. Operating supplies, such as treatment chemicals, lubricants and
consumables related to system operation and maintenance.

iv. Communication Services, including but not limited to telephone,
radio, microwave and fiber-optic transmission of data, voice, video
and related information.
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(b)

vi.

Insurance or the expenses of self-insurance, other than workers
compensation, including but not limited to costs for general
liability, property, casualty and fleet coverage.

Additional costs identified by the Administrator from time to time
that are beyond the control of the City to influence in a manner
similar to the specific costs listed in this subsection. Provided that
the City may not exempt any such additional costs from the cost
cap without first presenting proposed additions to the WMARB for
review and comment.

The costs of PERS Pension Obligation Bonds (POBs) paid by the City of
Portland Water Bureau.

(CP Costs In Response to Unexpected Events or Circumstances

C)

(¢)

i

il.

These are costs that arise unexpectedly or as the result of Acts of
God, malevolent acts, contamination of the water supply, or events
beyond the City’s control, the consequences of which events or
circumstances could not have been avoided through the exercise of
the standards of care commor and usual in the municipal water
supply industry.

The City and Purchaser shall, within 120 days of the onset of such
unexpected costs commence good faith negotiations to determine
what, if any, of the costs of responding to the event ot
circumstances, which are otherwise excluded, should be included
within the Specified O & M expense.

Costs Associated With Planning Studies

These are costs to pay for City planning studies related to the
Water Supply System including those studies in the City’s Water
Bureau Capital Improvement Program that are expensed rather
than capitalized.

Costs Associated With New Facilities Or Programs

1.

These are first time or initial increases to O & M expenses (which
may affect more than one fiscal year) associated with operation and
maintenance of new facilities or the functioning of new programs.
New programs may include such things as responses to new state
or federal mandates or regulations, or activities to improve the
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ii.

iti.

efficiency, reliability, security or quality of the water supply. The
WMAB will be consulted regarding initial O & M costs of new
facilities and new programs. The parties understand and agree that
O & M costs may increase in any given year in order to implement
new programs or to operate or maintain new facilities without
exceeding the cost cap.

Once O & M expenses for new programs or facilities are
established and have become a routine part of the City’s water
system budget, however, those of the expenses that are not
otherwise excluded from “specified O & M costs,” (pass through
costs, PERS expenses listed in Subsection 2 above, costs in
response to unexpected events or circumstances, or costs
associated with planning studies) shall be included in future
calculations of the increase in specified O & M expenses.

As O & M expenses for new facilities or new programs arise, the
Administrator shall consult with WMAB concerning the expenses
and then determine which of those expenses should be excluded
from cost cap calculations as “new O & M” and which expenses
should be included within the cost cap on what schedule. The
Administrator shall advise Purchaser and WMAB of his
determination.

() Costs Incurred on Behalf of the Purchaser or WMAB

These are costs to be paid by the City by mutual agreement of the
City and Purchaser or the City and the WMAB.
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SECTION 8 - RATES AND CHARGES FOR INTERRUPTIBLE WATER

A. Winter Interruptible Water

The price of winter interruptible water shall be twenty percent (20%) of the Purchaser’s rate for
that year for its guaranteed purchase water quantity, plus any extra delivery costs (such as extra
pumping) incurred by the City to deliver the water that are not included within the rate for the

guaranteed purchase quantity.

B. Summer Interruptible Water

The price of summer interruptible water shall be forty-five percent (45%) of the Purchaser’s rate
for that year for its guaranteed purchase water quantity, plus any extra delivery costs (such as
extra pumping) incurred by the City to deliver the water that are not included within the rate for

the guaranteed purchase quantity.

&
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SECTION 9 - WATER SYSTEM PLANNING AND COOPERATION

To facilitate regional water planning and resource development, Purchaser and the City agree as

follows:

A. Purchaser Projected Water Usage

1.

Each five years, at a minimum, starting on July 1 of Contract Year 5, Purchaser
shall provide to the City estimates of the Purchaser’s water demand to be
purchased from the City by year, annual seasonal peaking factor, and daily
peaking factor for a period of ten years including any anticipated increases in
guaranteed purchase quantity.

In addition, in any other Contract Year in which unforeseen developments have
significantly altered Purchaser’s five year estimates, Purchaser shall provide the
City with its revised estimates of it preferred use of Portland water for a ten year

p&@Rl.

The estimates provided for in this provision are for planning purposes only and do
not commit the City or the Purchaser to either buy or supply any particular
quantities of water.

The City shall provide WMAB a summary of the City’s projected demands for all
wholesale and retail demands by no later than May 1 of each year.

B. City Evaluation of Capacity of Portland Water System

1.

Whenever it receives revised demand and peaking factor estimates from the
Purchaser, the City shall provide the Purchaser with estimates of the capacity of
the Portland water system to meet all projected system loads over the ten year

planning horizon.

If the City determines that the Portland water system cannot meet the projected
demands Purchaser and others have proposed to place on it over the ten year
planning horizon, the City and Purchaser (together with other Purchasers who may
wish to join the discussions) may initiate negotiations to determine if and how the
Portland water system could meet the projected loads, either through reduction in
demand or development of additional water system capacity. '

[n no case, however, does this contract obligate the City to sell, or Purchaser t0
pay for, water beyond the guaranteed purchase quantities established herein.
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SECTION 10 - RESERVATION OF SYSTEM CAPACITY

At any time during the term of this contract, Purchaser and the City may enter a separate reserve
capacity agreement. A reserve capacity agreement would enable Purchaser to take a specified
amount of additional water from the system at a specified future time. At a time to be specified
in the reserve capacity agreement, the quantity of water reserved will be added to the Purchaser’s
guaranteed purchase quantity under this contract and will be used to calculate the Purchaser’s

guaranteed purchase payment thereafter.

Unless specified otherwise in the reserve éapacity agreement, costs for reserve capacity shall be
charged at a rate equivalent to the rate of return on the proportionate share of the capital assets
that would be used to make such capacity available, and shall be billed to the Purchaser in equal

monthly installments.

Purchaser will possess no right to use the additional capacity identified in its reserve agreement
until the specifiegjfigture time. The City may use any or all of the reserve capacity prior to the
specified future time.

Unless specified otherwise in the reserve capacity agreement, Purchaser shall provide the City
written notice at least 90 days prior to the specified future time identifying if the Purchaser will
(a) exercise its option to use the additional system capacity after the specified future time, (b)
allow the reserve capacity agreement to expire without further action, or (c) request a new or
amended reserve capacity agreement with a new specified future time.

If a request for reserve capacity can only be met by adding new assets to the system, the City will
not reserve capacity for the Purchaser until the parties have reached an agreement on the method
for financing and the schedule for adding the assets to the system.
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SECTION 11 - CONNECTIONS AND METERING

A. Meter Ownership and Responsibility

Upon execution of this agreement, all existing water meters used to measure the water
supplied by the City to the Purchaser, and associated facilities such as vaults, shall become
the property of the City. In addition, when a new meter or meters are required, the City shall
install on Purchaser’s main, at a point near the connection with the City's main, a water meter
or meters that will at all times measure the water supplied by City to Purchaser. City shall
maintain the meter or meters in proper working condition, including periodic testing,
calibration, maintenance and replacement of the meter(s) based on generally accepted
industry standards. City agrees to notify Purchaser prior to repairing the meter.

B. Meter Costs

The cost of reggiging the meter or meters and their operations and maintenance shall be
included by the City in calculating Purchaser’s rates.

C. Meter Access

The Purchaser shall be allowed reasonable access to meters and facilities for purposes of
installing and maintaining telemetry equipment or other equipment related to the metering

function.
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SECTION 12 - PURCHASER-SUPPLIED WATER TO CITY RESIDENTS

A. Water Supplies To City Residents

To the extent permitted by law, Purchaser agrees, when requested by the Administrator, to
provide water supply to City residents in areas adjacent to Purchaser’s water mains subject to
limitations of the available capacity of Purchaser’s water distribution system. Water so
delivered shall be metered by the City at its residents’ individual services.

B. Master Metering

The City and Purchaser shall review each situation where such arrangements exist and
attempt to reach agreement on the need and feasibility of installing a master meter or master
meters to register the volume of water delivered to City residents. The Purchaser agrees the
water delivered to City residents will be from the same source or sources as water that
Purchaser de&grls to its customers and shall meet all applicable drinking water regulatory
requirements® 1he Purchaser may request the City install a master meter if the local
distribution system is shown to have demonstrated leakage or unaccounted water losses in
excess of 10% of the average day demand of the City residents served by system or by mutual
agreement of the parties. Improvements to the local distribution system shall be made by
mutual agreement of the parties.

C. Charges For Water

1. The Purchaser may charge the City up to one hundred twenty-five percent (125%) of the
guaranteed purchase wholesale water rate the City charges the Purchaser. The City will
credit this amount to Purchaser. Such water will not be included in the calculation of total
water purchases made by the Purchaser from the City.

2. Notwithstanding the foregoing, the Purchaser may conduct a cost-o f-service study to
determine the cost of serving City residents. If the cost-of-service exceeds the 125% of the
wholesale water rate, Purchaser may adjust the charge to the City accordingly, but not above
the actual cost of service.
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SECTION 13 - WATER RESOURCE CONSERVATION

A. General

1. The obligations in this Section will apply to both the City and Purchaser. Both
parties to this agreement intend that water to which the City holds water rights
shall be used beneficially, efficiently, and without waste.

2. The parties encourage the development of joint conservation programs where such
partnerships are of mutual benefit and produce increased efficiencies in program
costs or water savings. Provided, however, that funding for joint conservation
programs will be established by separate agreement between the interested parties.

B. Water Managers Advisory Board

The WMAB wil r and promote efficient use of water and best management practices as
outlined further in this Section. It will also be the role of the WMAB to implement the
provisions of this Section. In doing so, WMAB may assign tasks to a WMAB committee or to
staff of participating purchasers’ subject in all cases to WMAB review and approval.

C. Water Conservation Obligations and Submission of a Water Conservation Plan

1. The Purchaser must operate water systems that are fully metered at the individual
customer level or have an implementation program to complete installation of
such meters by the end of the fifth contract year.

2. Unless Purchaser serves a population of 1,000 or less, Purchaser shall, on or
before the end of the second contract year, and every five years thereafter, submit
a Water Conservation Plan for its water system to the WMAB.

3. If Purchaser is a participant in the ORS 190 Agreement for the Regional Water
Providers Consortium, it may submit the regional conservation programs as part
of its Conservation Plan, but the Consortium programs, by themselves, do not
constitute a Conservation Plan for the individual Purchaser.

4. Each Conservation Plan submitted must include programs specified in State of
Oregon Water Resource Department Water Management and Conservation Plan
Rules, as they are from time to time amended.

D. Review of Conservation Plan

1. The WMAB may, if it deems it advisable, adopt guidelines for the submission of
water Conservation Plans.
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SECTION 13 — (Continued)

2.

Upon receipt of a Purchaser Conservation Plan, the WMAB will review the plan
pursuant to the standards of this Section. In reviewing a Conservation Plan, the
WMAB shall consider, at a minimum, the following factors:

(a) Whether the program contains the following mandatory programs

i

ii.

1ii.

iv.

V.

Leak detection and repair programs, if required by State Rule, that
meet Oregon Administrative Rule (OAR) 690-86-150(4)(e) and, if
applicable, Subsection (6)(a).

Education and outreach programs required under OAR 690-86-
150(4)(®). '

Rate structures based on the quantity of water metered at the
service connection as required by OAR 690-86-150(4)(d).

A meter testing and maintenance program as required by OAR
690-86-150(4)(c).

An annual water audit as required by OAR 690-86-150(4)(a).

(b)  Whether the Plan includes the following discretionary programs or a
showing that a particular discretionary program is neither feasible nor
appropriate to the Purchaser’s service area.

i.

il

1ii.

1v.

Vi.

Technical and financial assistance programs to encourage and aid
residential, commercial and industrial customers.

Supplier financed retrofitting or replacement of existing inefficient
water using fixtures, including distribution of residential
conservation kits and rebates for customer investments in water
conservation.

Adoption of rate structures, billing schedules, and other associated
programs that support and encourage water conservation.

Water reuse, recycling, and non-potable water opportunities.

Other measures identified by the water supplier that would
improve water use efficiency.

Operation measures to reduce peak event impacts on the Portland
system.
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SECTION 13 — (Continued)

3.

Within 180 days of receipt of the Purchaser’s Conservation Plan, the WMAB
shall approve or disapprove the Plan and advise the Purchaser in writing of its

decision.

(2)

(b)

L

A Water Management and Conservation Plan approved by and updated as
required by the State of Oregon pursuant to the Department of Water
Resources Water Management and Conservation Plan Rules will in all
cases be deemed sufficient to meet the requirements for a Conservation

Plan under this agreement.

[fthe WMAB disapproves the Purchaser’s Water Conservation Plan, it
shall notify the Purchaser and provide the Purchaser with comments on the
Plan’s deficiencies. Within 180 days thereafter, Purchaser shall submit a
revised Plan for review by the WMAB.

E. Periodic Conservation Plan Reporting

1.

Purchaser shall report annually to the WMAB regarding the implementation of
its Conservation Plan.

Each five years after approval of its Conservation Plan, Purchaser shall report
to the WMAB the estimated actual water savings from its Conservation Plan.
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SECTION 14 —- WATER CURTAILMENT AND PROTECTION OF THE WATER -
SYSTEM

A. During times when water supplies are not adequate to meet the aggregate of all demands
placed upon the Portland water system, the City and participating Purchasers need to have
a plan in place to reduce or curtail demands so that fire, life, safety and other high priority
needs are met. It is to the benefit of all of the users of the Portland water system that
plans for curtailment be agreed upon in advance and that plans for curtailments be
coordinated among water providers.

B. By signing this agreement, Purchaser and City acknowledge that unforeseen or
unavoidable circumstances may limit the amount of water available to City for sale and
distribution, whether temporarily or permanently. Should the available supply fall below
the aggregate of all demands placed on the City system, or should it be reasonably
predicted that supply will fall below demands before other supplies are available, the
AdminisWr of the Bureau of Water Works may declare that a water shortage is in
effect.

C. WMAB shall develop and recommend to the Administrator a Curtailment Plan. The
Administrator shall adopt the recommended Curtailment Plan with such alterations as he
or she deems necessary or advisable. The Curtailment Plan shall be designed to
accomplish reductions in demand necessary, in the event of a water shortage, to protect
the system’s capacity to supply water for fire, life, safety, and other high priority needs.
The curtailment plan shall establish procedures, as well, whereby two or more
participating Purchasers may coordinate their demand reductions to accomplish, jointly,
total necessary system demand reductions imposed on them, even if one or more
Purchasers individually do not meet the reductions required of its separate system.

D. Whenever the Adrinistrator has declared a water shortage, any adopted Curtailment Plan -
shall be in effect. If there is no adopted Curtailment plan, the Administrator shall require
implementation of measures he or she deems necessary or advisable to reduce all
demands, retail and wholesale, proportionally based on annual retail usage for the
previous contract year and on annual guaranteed purchase quantities (excluding
interruptible water) furnished under this agreement for the previous contract year.

E. If the Administrator declares a water shortage, Purchaser shall implement measures
sufficient to meet the requirements of the Curtailment Plan (or other requirements of the
Administrator for proportional reduction in demand if no Curtailment Plan has been
adopted). Purchaser may do this through implementation of measures contained in the
Curtailment Plan, similarly effective measures found in Purchaser’s own plan adopted
under OAR Division 86 or required as part of a State declared drought under ORS
536.720-740, or through agreements with other Purchasers of water under similar
wholesale water agreements that result, jointly among the agreeing Purchasers, in a total
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SECTION 14 — (Continued)

reduction in system demand equivalent to that required in the Curtailment Plan or, if there
is no Plan, the Administrator’s order for proportional reductions.

F. The City shall monitor compliance with Curtailment Plan on a schedule established in the
Plan or at least every two weeks throughout the duration of the declared water shortage.

G. If, after the Administrator declares a water shortage, Purchaser is unable individually, or
in cooperation with other purchasers as contemplatéd by Subsection E. above, to achieve
the required reductions in the use of water supplied under this contract, the Administrator
may act to reduce the amount of water supplied to the purchaser so that it does not exceed
that amount specified under curtailment measures.

&
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SECTION 15 - BILLING AND PAYMENT

A. Guaranteed Purchase -Payment

1. Monthly Billing

The City shall bill Purchaser its fixed monthly service charge plus a portion of its annual
guaranteed purchase volumetric payment obligation each month. The monthly volumetric charge
shall be the product of the monthly usage estimates, as determined in Sections 15.A.2(a) or (b)
below, times that year’s rate per unit of water.

2. Monthly Usage Estimates

(a) No later than March 15 of each year, Purchaser shall submit to the City a projection of
its demands for the.next year, by month, which demands must total to the Purchaser’s guaranteed
purchase quantity ahd must be consistent with the Purchaser’s seasonal peaking factor. It is
recognized these demand projections will be estimates and actual demands may vary from
projected demands but such departures from estimates do not relieve the Purchaser from
obligations such as guaranteed purchase quantity and adherence to seasonal peaking factor, as
specified elsewhere in this agreement.

(b) If the Purchaser has not by March 15 of each year submitted its projected demands for
the next year or if a timely submission is inconsistent with the Purchaser’s then current
contractual guaranteed purchase quantity and seasonal peaking factor, the Administrator shall
consult with Purchaser to obtain new or revised projected demands. If thereafter the Purchaser
does not submit projected demands that are consistent with its then current contractual
guaranteed purchase quantity and seasonal peaking factors, the Administrator may use the
previous year’s demand projections or other proj ections that are consistent with Purchaser’s
contractual guaranteed purchase quantity and seasonal peaking factors, to make rates and to
operate the system.

B. Summer Interruptible Water

If the Purchaser and City have agreed to the sale of summer interruptible water, the City shall bill
the Purchaser for the total confirmed interruptible water payment in four equal amounts for the
months of June, July, August, and September. Provided, that if the City fails to deliver
interruptible water requested by the Purchaser, the Purchaser shall be excused from paying the
portion of its confirmed interruptible water payment equal to the quantity of water not delivered
times the price of interruptible water.
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SECTION 15 — (Continued)

C. Billing for Water Purchases Above Guaranteed Purchase Amounts and Above Confirmed
Peak Season Interruptible Water Quantities

Within 62 days of the end of each contract year (that is, by September 1), the City shall review
the Purchaser’s meter records for the previous contract year under this agreement. If the
Purchaser has taken water above either its guaranteed purchase amount or its confirmed peak’
season interruptible water quantities, the City shall bill Purchaser for those water deliveries no
later than September 30. Charges shall be calculated as follows:

If the Purchaser has taken at least its annual guaranteed purchase quantity over the full contract
year, then water supplied to Purchaser from October 1 to May 31 in excess of its estimated
monthly guaranteed purchase quantity for those same months shall be charged the appropriate
rate for winter interruptible water times the quantity of excess water taken.

If the Purchaser ktaken at least its annual guaranteed purchase quantity over the full contract
year, then water supplied to Purchaser from July 1 through September 30 and from the
subsequent June 1 through June 30 in excess of the total of its estimated monthly guaranteed
purchase quantity for those same months and its confirmed summer interruptible water quantities
(if any) for those same months shall be charged the appropriate standard rate applicable to its
guaranteed purchase quantity times the quantity of excess water taken.

D. Payment Schedule

Bills are due upon receipt, and subject to a collection fee if not paid on or before the thirtieth day
following the billing date. Collection fees shall be established each year in the annual City
ordinance establishing rates.

E. Charges In Case of Meter Failure

Should any meter fail to measure accurately the water passing through said meter, the charge for
water used during the time the meter is out of service shall be based on the City’s estimates of the
volume of water supplied based on usage patterns and statistics for prior periods.

F. Disputes

In the case of disputes over billings for water, Purchaser shall pay the undisputed amount when
due and the disputed amount shall be resolved through Dispute Resolution. The Purchaser shall
pay interest at a rate equivalent to the rate earned on the City’s internal investment pool managed
by the City Treasurer on any disputed amounts found throughdispute resolution or litigation to
be due the City.
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SECTION 16 —JOINT FUNDING OF CAPITAL IMPROVEMENTS

The City and Purchaser or group of Purchasers may enter into separate agreements for the
purpose of mutually funding capital improvements where such improvements are determined to
be in their mutual interest. The City and Purchasers or others involved in mutually funding
capital improvements may also enter into separate agreements for the conditions and pricing of
sale for water supplies derived from such mutually funded improvements. Such separate
agreements may include provisions for acquisition of ownership of assets and/or capacity by
Purchaser. If provided in the joint funding agreement, Purchaser may include its proportionate
ownership share of such assets in its calculation of system develop charges and rates.
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SECTION 17 - DISPUTE RESOLUTION
In case of disputes arising out of this agreement, including disputes regarding the interpretation
of any provision of the agreement, subject to the terms of this Section, either party may seek all

remedies available at law or in equity. The parties agree, however, prior to commencement of
any suit, they shall first engage in dispute resolution as provided in the Section.

Step 1. Notice of Dispute

Prior to commencement of litigation of a dispute, either party must first provide the other with a
written notice describing the dispute and submitting the dispute to resolution under this Section.
Such notice shall commence the dispute resolution process. :

Step 2. Negotiation

Each party shall §ignate a person or persons to negotiate the dispute on its behalf, shall make a
good faith effort to exchange information and data related to the dispute, and shall meet to
negotiate a dispute resolution. If the dispute is resolved at this step, the parties will memorialize
the agreement by a written determination of such resolution, signed by the designated
representatives of the parties.

Step 3. Mediation

If the dispute has not been resolved within 45 days of the date of the notice of dispute, or such
longer time as is mutually agreed by the parties, the parties shall submit the matter to mediation.
The parties shall attempt in good faith to agree on a mediator. If they cannot agree, they shall
request a list of five mediators from an entity or firm providing mediation services. The parties
shall attempt in good faith mutually to agree on a mediator from the list provided, but if they
cannot agree, each party shall select one name. The two selected shall select a third person and
the dispute shall be heard by a panel of three mediators.

Any common costs of mediation, including the cost of mediation, shall be borne equally by the
parties. Each party shall bear its own individual costs therefore. Mediation shall not continue
more than 105 days past the initial notice of dispute unless mutually agreed by the parties. If the
dispute is resolved at this step, a written determination of such resolution shall be signed by the
designated representatives of the parties.

Step 4. Arbitration

If the dispute has not been resolved through negotiation or mediation with the time set by this
agreement, within 15 days of the end of mediation, or such other time as is mutually agreed, the
parties may submit the dispute to arbitration under mutually agreeable terms. In the absence of
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SECTION 18 - WASHINGTON COUNTY SUPPLY LINE
The City and Purchaser own portions of a transmission main known as the Washington County

Supply Line. Provision for ownership and use of the Washington County Supply Line shall be
made by separate agreement of the affected parties.
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SECTION 17 — (Continued)

such an agreement, the dispute resolution process under this agreement shall be deemed ended
and the parties shall be free to pursue other remedies.

Any litigation between the pérties arising under or regarding this agreement shall be conducted in
' the Multnomah County Circuit Court of Oregon. In any litigation, each party shall bear its own
costs and attomey’s fees. ;
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"IN WITNESS WHEREOF, Purchaser has, pursuant to official action of its governing body on
the 8th dayof _ May ;20 06 _ duly authorizing the same, caused its proper
officers to execute this instrument on its behalf and its corporate seal to be affixed hereto, and

City has caused this instrument to be signed by its Mayor and Comm1ssxoner—m—Charge of the
Bureau of Water Works, all of which is in triplicate. '

PURCHASER: CITY OF TUALATIN, OREGON

Bym e/l

Mayor Pro-Tem

Approved as to form:

‘ﬁ ﬁw ATTEST

City Attomcy By

City Recorder

CITY OF PORTLAND
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Exhibit 2.
Definitions of allocation factors
Allocation to Water Service Parameters
The functionalized items shall be allocated to the water service parameters listed below by the

retail customer, wholesale customer and specific groups following the Commodity-Demand
method described in the AWWA’s Manual M1.

Commodity itcms

Commodity items shall be identified as described in the AWWA Manual M1, These are items
whose cost varies almost entirely directly with the amount of water supplied.

Peak-Season Demand

Items that are designed to meet the peak-season needs of the system shall be allocated as Peak
Season Demand.

Peak Day or Peak -Day Demand

Items that are designed to meet the peak day or peak three-day needs of the system shall be
allocated as Peak Day or Peak Three-Day Demand.

Customer

Items allocated to customer shall be allocated based on the number of accounts for each customer class.

Equivalent Meter

Items allocated to equivalent meter shall be allocated based on the number of equivalent meters.
The equivalent meter ratios used to relate meters by size to the number of equivalent meters shall
relate to the City’s estimated costs of owning and maintaining the meters. Whenever possible, the
values listed in the AWWA Manual M1 shall be used.

Fire

Any cost related to fire (either direct fire or indirect fire) shall be allocated to the parameter of fire.
Since fire-related costs are incurred solely for the City, no fire related costs, except for the cost of
water passing through the purchaser’s meter, shall be included in the cost of water for the
purchaser. :
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April 3, 2006
Exhibit 3
Fixed Assets as of June 30, 2005
Fixed Asset Cost Pools Rate Base Value Annual Depreciation
Arlington Heights 329,363 22,258
Arnold 1,510,800 52,514
Burlingame 643 1,081,402 72,778
Burlingame Regulated 117,331 9,180
Calvary 278,239 9,125
Council Crest 240,711 16,391
Indirect 7,633,800 1,039,261
Joint 117,679,576 5,555,781
Mt. Tabor 411 3,229,474 229,372
Parkrose 261 912,239 32,239
Pipe 176,262,331 4,893,188
Portland Heights 195,271 10,503
Portland Retail 103,610,826 4,271,385
Sam Jackson PS 107,265 6,679
Washington Park 229 763,432 31,804
Washington Park 299 1,911,795 98,048
Washington Park Common 2,229,103 192,106
Washington Park PS - 585,406 57,830
Totals 418,678,362 16,606,439
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Exhibit 4

Functional asset groups include the following general categories (see also Cost Pool Table below):

Source of Supply

Terminal Storage and Conduits

Treatment

Treatment Chemicals and Power

Burlingame 643 Pumping and Storage / Power
Amold Pumping and Storage / Power

Arlington Heights Pumping and Storage / Power
“41 1 Storage

Parkrose 261 Storage

Portland Heights Pumping and Stor,age / Power
‘Washington Park 229 Storage, Pumping, and Treatment / Power & Chemicals
Council Crest Pumping and Storage / Power
Calvary Pumping and Storage / Power

Burlingame Regulated Pumping and Storage / Power
Washington Park 299 Pumping and Storage / Power
Joint Equivalent Meters

Washington County Supply Line — Portland Only
Retail Direct and Indirect

Indirect Storage / Pipe

Indirect
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City of Portland - Wholesale Rate Model 7, = %= :
CustChar 7 - Percentage of Customer's Demand Through Cost Pools

T et

Arlington Burlingame Burlingame Council T]rl:;r
Customer Heights Arnold 643 Regulated Calvary Crest Joint 411
Service Area | Water Cos. 100%
City of Gresham . 100%
Lusted Water District 100%
Pleasant Home Water
District 100%
Rockwood Water PUD 100% 3%
* Palatine Hill Water District : : ’ "100% 100%
Burlington Water District 100% 100%
Lake Grove Water District 100% 100% 100% 100%
City of Tigard 100% ' 100% 100%
Valley View > 2% 2% 78% 100%  100%
West Slope Water District 100% 100% 100%
TVWD 6% 100% 6%
Raleigh Water District 2% 100% 2%
City of Tualatin 2% 100% 2%
City of Portland 3.80% 1% 8% 2% 3% 0% 100% 95%
Parkrose Portland Portiand Sam Jackson  Washington Washington Washington
Customer 261 Heights Retail PS Park 229 Park 299 Park PS WCSL
Service Area 1 Water Cos.
City of Gresham 3%
Lusted Water District
Pleasant Home Water
District
Rockwood Water PUD .
Palatine Hill Water District 100% 100%
Burlington Water District 100% 100%
Lake Grove Water District 2%
City of Tigard 2%
Valley View 78% 70% 100% 30%
West Slope Water District 100% 100%
TVWD 96%
Raleigh Water District 100%
City of Tualatin 100%

City of Portland 3% 1% 49% 4% 10% 21% 5% 1%



ORDINANCENe. 180020

*Authorize the Water Bureau to offer a new water sales agreement to its wholesale customers
for approval. (Ordinance)

The City of Portland ordains:

Section 1. The Council finds:

L.

Pursuant to City Code Section 21.28.030 “Water Supply to Distributors by
Contract” when an outside distributor desires to purchase water from the Bureau,
the Mayor and the Commissioner-In-Charge of the Bureau may enter into and
execute contracts to supply water in accordance with the rates established by the
Council and subject to all the provisions of the Charter and ordinances, and may
include special terms and provisions found by the Commissioner-In-Charge to be
reasonable and appropriate in the particular circumstances.

Portland has provided drinking water to neighboring cities and water districts for
100 years. The revenues the City receives from these water sales reduce the rates
of in-City retail customers and help pay for the supply infrastructure of the
Portland water system.

Most of the current water sales agreements between Portland and the wholesale
customers were negotiated in the 1970s and will expire on June 30, 2007.

City officials have negotiated two proposed new wholesale water sales agreements
with officials of the City’s wholesale customers the City’s to replace the existing
expiring contracts.

The two new agreements are substantially similar in their basic terms, but one
carries an initial term of 10 years and the other carries an initial term of 20 years.
Under the 20-year agreement, the rate of return earned by the City is also lower
than the rate of return earned under the 10-year agreement. In addition, each
contract contains a unique “guaranteed purchase water quantity” for each potential
customer -

By the terms of the proposed agreements, each wholesale customer will be
charged based on “cost of service” pricing, which is a standard utility pricing
approach. Wholesale customers purchase different amounts of water from
Portland and require different amounts of infrastructure to receive water. The
wholesale customers also pay, proportionate to their use of the system, a share of
the maintenance and replacement costs for the infrastructure required to serve
them.
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7. Portland has developed a rate model to incorporate the terms of the proposed
agreements and the details of how much infrastructure and maintenance costs each’
wholesale customer requires to receive drinking water. The rate model produces
specific rates for each wholesale customer based on the proposed agreements.

8. The proposed new contracts were developed on the assumption that all or most of
the City’s existing wholesale customers would execute one or the other of the new
contracts so that all customers and the City could benefit from its new provisions.

NOW, THEREFORE, The Council directs:

a. That the Commissioner in Charge of the Water Bureau is hereby authorized to
transmit to the City’s existing wholesale customers a letter extending an offer to
enter into one or the other of two water sales agreenients substantially similar to
the attached agreements, Exhibits A and B. For each individual customer, the
offer shall include the guaranteed purchase quantity, seasonal peaking factor daily
peg}?“pg factor, and pressures shown in Exhibit C to this Ordinance.

b. The letter from the Commissioner in Charge shall state that the offer is'contingent
upon his determination that a sufficient number of customers have accepted the
contracts, by no later than May 22, 2006, to allow the agreements’ projected
benefits to flow to the City and the accepting wholesale customers.

c. Upon a determination by the Commissioner in Charge that a sufficient number of
customers have accepted the contracts in a timely fashion, then the Commissioner
in Charge and the Mayor are further authorized to execute all accepted contracts
on behalf of the City.

Section 2. The Council declares that an emergency exists because the contracts must be signed
soon in order for them to be implemented starting with the new fiscal year, July 1, 2006.
Therefore this ordinance shall be in full force and effect from and after its passage by the
Council.

Passed by the Council: MAR 2 2 2006 GARY BLACKMER

Commissioner Leonard Auditor of the City of Portland
Prepared by: Terence L. Thatcher:lgm By //L ’ W
March 16, 2006 T Deputy



MEETING DATE: Monday, October 25, 2010

start time:

WORK SESSION ITEMS

1.

Stoneridge discussion

PowerPoint?

2.

Discussion on “Chickens”

3.

Utility Undergrounding

4,

PTA-09-03 Historic Regs (Comm. Dev.) (tentative)

5.

PRESENTATIONS / ANNOUNCEMENTS / SPECIAL REPORTS
1. Washington County Library Levy Renewal (Abigail)

PowerPoint?

2.

Health / Safety / Social Services Update from Tualatin Tomorrow

3.

4.

CONSENT CALENDAR ITEMS

1.

Meeting Minutes

2.

3.

4,

PUBLIC HEARINGS - Legislative, Quasi-Judicial or Other

1.

PowerPoint?

2.

3.

GENERAL BUSINESS ITEMS (not consent)

1.

PowerPoint?

2.

3.

4,

5.

EXECUTIVE SESSION ITEMS

1.




MEETING DATE: Monday, November 8, 2010 start time:

WORK SESSION ITEMS

PowerPoint?
1. Future Urban Renewal Areas Discussion (Comm. Dev.)

2.

3.

4.

5.

PRESENTATIONS / ANNOUNCEMENTS / SPECIAL REPORTS PowerPoint?
1. YAC Update

2. Commuter Rail Update

3.

CONSENT CALENDAR ITEMS
1. Meeting Minutes

2.

3.

4.

PUBLIC HEARINGS - Legislative, Quasi-Judicial or Other PowerPoint?
1.

2.

3.

GENERAL BUSINESS ITEMS (not consent) PowerPoint?
1.

2.

3.

4.

5.

EXECUTIVE SESSION ITEMS
1.




MEETING DATE: Monday, November 22, 2010

start time:

WORK SESSION ITEMS
1.

PowerPoint?

2.

3.

4,

5.

PRESENTATIONS / ANNOUNCEMENTS / SPECIAL REPORTS
1.

PowerPoint?

2.

3.

CONSENT CALENDAR ITEMS
1. Meeting Minutes

2. Award Gateway Artist Contract (TDC) (Comm. Dev.)

3.

4.

PUBLIC HEARINGS - Legislative, Quasi-Judicial or Other
1. PTA-09-09 CUP List of Uses Residential (Legislative) (Comm. Dev.) (tentative)

PowerPoint?

2. PTA SW Concept Plan (Legislative) (Comm. Dev.) (tentative)

3. PMA SW Concept Plan (Legislative) (Comm. Dev.) (tentative)

4. PTA-09-03 Historic Regs (Legislative) (Comm. Dev.) (tentative)

GENERAL BUSINESS ITEMS (not consent)
1. Resolution Awarding Gateway Artist Contract (Comm. Dev.)

PowerPoint?

2.

3.

4.

5.

EXECUTIVE SESSION ITEMS
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MEETING DATE: Monday, December 13, 2010 start time:

WORK SESSION ITEMS PowerPoint?
1.

2.

3.

4.

5.

PRESENTATIONS / ANNOUNCEMENTS / SPECIAL REPORTS PowerPoint?
1. YAC Update

2.

3.

CONSENT CALENDAR ITEMS
1. Meeting Minutes

2.

3.

4.

PUBLIC HEARINGS - Legislative, Quasi-Judicial or Other PowerPoint?
1.

2.

3.

GENERAL BUSINESS ITEMS (not consent) PowerPoint?
1.

2.

3.

4,

5.

EXECUTIVE SESSION ITEMS
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