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' AG. 4EMENT BETWEEN

PUBLIC UTILITY DIS1 (T NO. 1 OF SNOHOMISH COUN’I‘Y
AND TH. CITY OF EVERETT

FOR MULTIPURPOSE DEV '".OPMENT OF THE SULTAN RI

THIS AGREEMENT, made an ‘ntered into this,g_éé'ay of
1960, by and between PUBLIC UTILITY DISTRIL NO. 1 of SNOHOMIS
INGTON (hereinafter called the "District"), and th CITY OF EVERETT, WASHINGTON,
a municipal corporation (hereinafter called the "City

. WITNESSETH

WI—tEREAS the City’presently owns and ope. ites a municipal water system
and is possessed of certain water rights and facilitieaz»m--thmeawfs;th.e-.Sultan_ River, duakesw
Chaplain and surroundtng areas in Snohom_tsh-'County, Washington, and the City is desirous
of improving and increasing the suopj.y of water available for use of Everett and Snohomish
-County; and
WHEREAS the District is engaged' in the operation of a povser and light
distribution »system on a county-wide basis; and |

WHEREAS the Di_strict is authorized by law to do all reasonable things to
conserve the water and power reaouroes for the benefit of the people of the Dist.rict; and

WHEREAS the District-presently is engaged in the water bﬁsiges_s in
geveral areas in Snohorrtish County; and

WHEREAS‘the water supply facilitieés of the Sulte.n. River and Lake Chaplain,
which are now utilized by the City, will be maeleque.te to supply the growing needs of the
City of Everett and Snotxonxish County; and ' |

| WHEREAS the bist‘rict anticipates that it will need additional sources of

power supply in the foreseeable future; and ' | ' |

WHEREAS each party recognizes that it is to their mutual adva.ntage that
facihties in the Sultan River Basin be developed by means of the constructlon of a multi-
purpose project for hydroelectric purposes for the residents of Snohomish County and
{ water supply purposes for the benefit of the residents of the Cityof Everett and ag many

of the residents 9£ Snohomish County who can be economically and. effiqientl-y served by
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the water supply which can be made available as a result of the cfmstruction of such pr-ko-
ject; and

WHEREAS the parties have resolved that this development can be best
achieved by means of the construction of such project by the District under the plan
herein provided for, and the sale, storage and delivery of water to the municipal wat.er

system of the City;

NOW, THEREFORE, it is hereby covenanted and agreed as follows:

ARTICLE I
DEFINITIONS
As used in this Agreement, the following words and phrases shail have the
meanings hereinaftexf set forth unless the context shail clearly indica.te that another mean-
ing is intended: ' |
() The term "Project" shall mean the complete Sultan River Hydro-
electric Development and shall consist of such plans, mvestigatioﬁs and construction

as may be reasonably necessary for the multipurpose development of the Sultan River and

-its tributaries and the Lake Chaplain storage area for water supply. and hydroelectric.purz

poses. -The plan of the Project is generally as set-forth .;qghg@pngggtiqn to the Fclg¥als ;ﬁ
P@er Commission under‘F.-P.C . ‘No. 2'1‘57' dated: November 2150057« for . a, license: to ¢ ’%
construct said Projeci:, a copy of which application is made a part hereof by thié refe;'- .
ence as though the same was set forth at length hefein as modified by this or subsequent
agreements.

(2) The term "Stage I'" shall mean Dam No. 1 at the Sultan River Gorge
to elevatic;n approximately I, 360 feet above sea level incIudﬁng reservoir 'clearing,
access roadsb and aseociated construction work. Stage I of the Project shall be con-
structed, for water supply puféoses and no hydroelectfic i:a_.cilit-ies will be constructed,
except where such facilities may be an integral part of the Stage I construction of Dam
No. 1 and facilities adjacent thereto in the reservoir which must be conétructed

initially in order to allow operation of the reservoir for water supply purpqs.es pending .

.the complétion of the P;;géject. .
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(3). The term "Stage II" shall mean all facilities of the Project not in-

. eluded under Stage I, including all of the hydrdelecti-ic and agsociated facilities.

(4). The term "Stage II, Water Pyposes" shall be deemed to designate
th'at portion of the Project, the construction of which may become necessary to supply
additional water to the City at a time when the District shall ndt be ready to proceed

with the construction of Stage 1I for hydroelectric purposes and shall not be willing to

" sell or convey its title to the Project to the City, but reserving the right at a future

date to construct the balance of the Project for hydroelectric purposes.

(5) The term "Time of Minimum Water Usage" shall mean the first day
of the rﬁonth following any thrée consecutive calendar months during which the City
shall use an amount of water equai to or in e:;cesé of 140,000,000 gallons per day as
determined from the averége total use of the City measured at the City's intake works
to the City's transmission systein at Lake Chaplain,

(6) The term "Stage II, Hydroelectric' shall mean the condition which

- exists when Stage 1 has been completed and the District desires to proceed with com-

pletion of Stage II for the development of hydroelectric power, but the City has not at

that time arrived at the "time of minimum water usage."

| (1) The term"Dam No. 1" shall mean the main storage dam located
at the Sutan River Gofg; in the Northwest quarter of Section 29, 'Township -29'North;
Range ¢ East. | .

(8) ‘The term "Dam No. 2" shall refer to the re-regulating dam
located on the Siultan River in the Ncrth,westhuarter of Section 26, Township 29 ﬁorth,

Range 8 East,
(8) The term "Diversion Dam" shall mean the presently existing
diversion dam on the Sutan River in the Nartheast quarter of Section:32, Township 29

North, Range 8 East, which is owned by the City and operated in connection ~With its .

existing water supply facilities,

(10) The term "Lake Chaplain’ .&bﬁleﬁ..mLhﬁ.ﬂxiSting-stbragenpesezwoin,;-

owned and operated by the City for water. supply purposes. '

3



(11) The term "Reservoir No. 1" shall mean the storage reservoir along-'

the Sultan River created by the construction of Dam No.

(12) The term "Reservoir No, 2" shall mean the storage reservoir

along the Sutan River created by the construction of Dam No. 2,

(13) The term "Joint-Facility" shall mean those.facifities, improve--

ments or portions thereo{mﬁgﬁggggi?s a part of this Project:which.shall have value «

' to both the District and the City,. and shall include,. but shall;riot bé dimited to, :the

foliowing:

1. Dam‘No. 1 to water surface elevation of 1,440 and a crest elevation
including full allowance for surcharge and freeboard to I, 450..

2. Reservoir Nd. 1toe e,leiratién as required to serve Dam No. 1.

3. Raising the crest on the existing Diversién Dam a distancé of
five (5) feet above ti}e existing elevation.

4, A lined tunnel frox_h the Sultan River to Lake Chaplain including
inf:ake and outlet works and directly related appurtenances;
provided, however, that there shall be charged as-a joint cost
only 35%. of the total coslt and the balande shall be charged as
a hydroelectric cost. . |

(14) The term "“Joint Cost" shall mean thq_sg,;_q'gg,t;s;;.g_f_--gpnstructi!;gl&s 4

_part of this Project those improvements, a portion thereoﬁ,;oréfthéiwwquivaient‘s that ¢
have value to both the District and the City as abpxg._ﬂgg,gﬁbg%@gn;the.tﬁrm,'.,';alg_iur}_t’ P
Facility". | . |
(15) 'The term "Water Cost" shall mean that cost or costs of con-
struction or'otherwise acquiring as a part of this project, those imﬁrdvements or
é.ny portion thereof which have value c;nly for purposes of aiding and increasing the
water supply as herein contemplated and have no substantial value or usagé for hydro-

electric purposes.

(16) The term "Hydroelectric €ost" shall mean those costs of con-

struction or otherwise acquiring as a part of this project, those imprpve"m‘entsg or ény ,
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portion thereof, which have value only for the purposes of aiding and increasing the

« hydroelectric features of the Project as herein contemplated and have no subsltantial

value or usage for purposes of water supply as herein contemplated,

ARTICLE .

BASIC PROVISIONS

Section 1. Water Quality to Have Precedence.

The City and the District agree to cooperate fully to maintain the water

quality in accordance with the intent of this agreement, and with the existing contractual -

commitments of the City with Scott Paper Camnpany and Weyerhaeﬁser Timber Company,

both dated June I, 1957.

Section 2. Water Supply to Have Precedence, C

The parties hereto expressly agree that the requirements for water

supply shall have precedence over any requirement or use of said water for power

generation purposes,

Section 3. Use of Facilities and Holdings of the City.

The City now owns or holds. certain real propenty:andiimprovements,

easements, licenses, permits, rights-of-way and other- r{gHfHzwh
Mhé;mbjédti'ﬁeﬁé‘toﬁ“ﬁﬁfgﬁg It is hereby agreed that the City shall retain title to

all of its real property and improvements thereon, all of its easements, licenses,
permits and rights-off-way and othér rights which shall be use_d‘as a part of the

Project unless otherwise revoked or withdrawn by the State ‘o'f Washington, or the- United
States of America. The'Disltrict shall have the right to use.any.and.all: such real:pro-*
perty and improvements, eas.ements‘,.licenses, permi_ts,,-fights&ofﬂway-alnd other. :
_rights for a;iy purpose consistent with the provisions and intent.of this. Agreement,

and the City will execute any such easémen_f;s_, Licenses. or pexrmoits.on rights-of-way

which may be required for such purposes, provided that bx.s.g.,égmg,,=,tbe City will,

. lose none of 4ts rights in the use of such pr.éper,ty for City:purposes.in. connectiony

with the water supply system herein contemplatedq If any such easements, licenses,

permits and rights-of-way and other rights are not by law, or by ;c,ondi_tion; gontaineci_
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contained hérein, transferrable or assigna-ble. then the District shall be designated
the agent of the City for the purposes of this Agreement to bexercis'e the City'é rights
under those easemehta, Iicenées, permits and rights-of-way and other rights. In
exercising such right and privilege, the District hereby agrees to use and maintain
such real property and the improvements thereon, easements, licenses, permits, |
rights-of-way and othér rights which shall be used as a part of the Project in such

& manner as will be consistent with the best interests of the City.

In the event the District elects to use the City's rights-of-way be-

‘tween the Sutan River and the corporate Iimits of the Gity of Everett for the pur-

pose of electrical transmission lines, the City agrees to grant to the District the
right to use said rights-of-way, if assignable, and if in the opinion of the City such
use will not interfere with the use of said easements by the ‘City for municipal pur-’

poses. Provided, however, that once the District shall have constructed its facili-

ties upon such rights-of-way, no future or contemplated use by the City shall require

the District to remove or modify its facilities without the consent of the District.
The District shall be responsible for all damage to the Cify's installations on said
rights-of-way which are attributable to the construction, 6ﬁeration and maintenace of
District's facilities thereon. - |

Section 4. Maximum Beneficial Use.

-

The parties hereto recognize that the develppment of the' Project will
provide substantial and far-réaching benefits to all of the people_of Snohomish County
and the City of Everett, and hereby agree;"that all steps reésonable and necessary
will be taken to accomplish'p;he maximum and mqst economical development of the -
P"roject/.

Section 5. Restrictions.

Unless otherwise provided for in this Agreement, the City shall be

:restric_ted in its use of the Project to the storage and supply of water for domestic,

commercial and industrial needs, and the District shall be restricted in its use of

the Project to operation for hydroelectric purposes.
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Section 6, Plan of Construction,

The parties agree to cooperate fully to obtain the necessary Ii--
censes, permits, easements, agreements, and x"ights-of-way deemed essential
to the completion of the Project without cost to the City except as to the develop-
ment of ﬁater and joint facilities as hereiﬁ provided. | »

1t is hereby contemplated that the Project will be constructed in

“two (2) principal parts as follows:

The construction of Stage I of the Project shall be undertaken to pro-
vide additional water supply for the City, and to insure that the Proje?ct can be
déveloped to the maximt;m and most economical use of fhe resource which can be
realized. The parties agree to cooperate fully to ac-hieve the earliest possible com-
pletion of Stage I of the Project and each pafty shall keep the other party fully ad~ |
vised at all times of its efforts and activities with respect thereto.

The construction of Stage II of the Pro‘ject ghall be undertaken to pro-

vide power and energy for the District and additional water supply for the City.

It is also understood that under certain circu'mstanbes, construction
may be made as defined in ARTICLE I (d) "Stage II Water Pwposes, and (e) "Stage
I Hydroelectric."

Section 7, Use of Water,

It is hereby agreed that all water diverted ‘by the District above the
Diversion Dam for hydroelectric purposes will be returned to the Sultan River at or
abqvé the DiversionlDam. All water which is diverted by the District i.nto Lake |
Chaplain as a r(_esult of the construction of the Project and which is not needed for
consumption for water supply purposes may be with'drawn from Lake Chaplain by

way of canals, pipes or other suitable conduits and utilized"by the District for '

hydroelectric purposes. It is further agreed that the City may not withdraw water
. from the Sutan River for water supply or other purposes at any point on the

Sultan River which is inorg than 1,000 feet in distance above the existihg Diversion -

. Dam.



CONSTRUCTION OF PROJECT

Section 1. Commencement of Construction - Option of City to Construct.

procure and obtain all necessary permits and licenses from the Federal Power

The District shall forthwith undertake such procedures as shall be
necessary to acquire title or the right to use the“site upon which Stage I of the’

Project will be constructed (other than that portion theréof owned by the City). At

the same time, the District shall forthwith proceed with the necessary steps to ’

Commission for such construction. Upon the issuance of such permits or licenses as

will make the Project feasible in terms of financial and engineering considerations,

the District shall forthwith take all reasonable steps to complete its engineering plans,

surveys and specifications, and upon such completion, shall forthwith take all reason- .

ab’lg steps to compléte all ﬁecessal;y arrangements for the coﬁzhencement of con-

struction and shail proceed with construction promptly thereafter. If, fozj any

reasoh, the District does not obtain such licenses and permits necessary {0 construct
rom the Federal Power Commission within 27 months from the date of this. .

contract or the District shall fail to commence construction within 24 months after

the granting of such licenses and permits necessary tq"'éo_'n'ks.fzi'uct from the Federal

Power Commission, then the following conditions shall bréiiéil:

(a) Within one and one-half (I 1/2) years thereafter the City shall
reimburse the District for all engineering costs relatizig to water
purposes ohly and one-half of gu‘"jé:lnt bosts" with r.gspect to
engineering as_defﬁéd herein. ff therea.fte'r' the City shall

‘ elect to proceed with construction as hereiﬁa.ffef provided .
the City shall, Qithin one and one-half (1-1/2) years after
its eled.ion to procet.ad,', reimburse the District for the
remaining one-ﬁalf of the joint ¢osts with i'espect fo en-
gingering. All engineering surveys, _p_IanS’énd specifi~

cations and aff data pertaining thereto shall be available '




.

s,

~

. (b)

{c)

for fuil use by the City.

In the event the City shall elect to proceéd with construction

as hereinafter provided the District agrees to join with the City
in any requést to the Feder.';tl Power Commission or other appro-
priate Boards or government agéncies to permit the City to build
a dam for water supply purposes at the gite deécribed under
Stage I. -

In the evgnt that the City, in the exercise of its sole discrétion,
shall elect to proceed with the construction-of a dam at said site,
thé District shall convey to the City all of its right, title and
interest in and to the site which may have been acquired by if

as afoi-esa id, and the City shall reimburse the District for all

. costs and expenses incurred by the District in such acquisition, .

Upon the ocecurrence of such event, the District s_hafl have the
right to request the construction of the type of dam which can be
subsequently utﬁized for or converted to hydroelectric purposes,
and the-'City shall coﬁply with such request, provided that such
hydroelectric project shall be substantially the same as that
deséribed herein. Upon the occurrence of the evehts providéd
for in this sub-paragraph (c), the following cond itions shall
prevail: '

(1) The District shall pay the Gity for all additional costs of con-
struction which may be required to be exéc_ended for sﬁch_
"hydroelectric only' purposes in cash, as and when such
costs are méurred; except that no such costs shall be
incurred,without the express apbroval in writing by the
District, |

(2) In the event that the City ghall have completed and/or

commenced construetion of Stage I, or Stage II - water
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purposes, and shall have. issued 1t‘s water revenue bonds
to finance the same, and th;a District shall thereafter obtain
a permit or license from the Federal Power Commission,
or its successor, to construct a hydrbelectric dam and
shall elect to proceed w'ith such constru ction, then, one
‘or both of the following opti_c'ms may be exercised by the.
Distriet: ' : '
A.., 'i‘he District may>e1ect to acquire all of the facili-
ties theretofore constructed by the Cify, subject to.
-the liens upon the revenues gherefrom represented
by any outstanding water révenue or general obli-
gation bon&s theretofore issued with respec-:t to said
facilities. If the District should exercise such option,
it shafl pa;y to the City, periodically, such sums. as
will equal the current principal and interest require-

A ~ments of any such water revenue bonds or general
obligation bonds issued to finance such _facilit.y; all
such payments shall be made at Ieust ten (10) days
prior to the dates ‘upon which principal and interest
payments are required to be deposited under the pro-

_visions of any such bond indenture. If the District
should exercise such option, 1t shall by appropriate .
resolution, warrant to the City and fp the Cit‘;y's bond-
holders that the earnings -Of the District's electric
utility shall be sufficient to providé for all obliga-
tions of the District and that there shall be remaining
thereafter an ambunt which shall be at least equél to
the covérage on the City's bonds. issued with respect

to said facilities. . Upon the exercise of the option |
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specified herein, the City shall convey such f-acil-:

ities to the Listrict, subject to the conditions herein -
set forth; PROV'DED, HOWEVER, that if, under the
covenants or conditions of any of the City's bonds,
except as to the bonds issued subsequent to issuance
of bon&s referr;ed to in this paragraph, the consent of
bondholders is required for the cbnveyanée of any such
fé.cilities, the City and the District agree to cooperate
fully to obtain such consent; or

B. Any time after the earliest available date upox'1 which

all of the bonds of the City issued with respect to said

~ facilities may be called for redemption thé District
may acquire full title to such facil-ities by paying in
cash an amount equal to the amounts expended by the
City for the acquisition and construction of such facili-
ties, including all éost‘s of engineeriné, financing and
all legal costs pertaining to the issuance of bonds, plus

.interest p_aid or accrued as of the date of such' purchase,
upbn any bonds issued by the City to fir‘xance the same,
less sums paid to the City pursuant to paragraph (1) of
this subsection 1 (c) and sums paid puféua;lt to.vfsubﬁé.ra-
graph (2) A of this subsection 1 (¢). ‘ .
The City agrees that in thg' issuance and saiei:ot' any of -
its bonds référred to in this subparagraph (2), it
will provide for the e‘arliest call date which may bé

feasible (considering all factors of effective interest -.

rates and marketability), and in any event all of such- o

bonds shall be made subject to call for redemption no™ *

longer than ten (10) years aftér the respective dates of

" .



issue; the City agrees to redeem said bonds in the
manner provided for in the respective bond indentures

upon the exercise of the District!s option under sub-

O

" paragraph (2) B above and upon pay ment of the sums
provided to be paid by the District. - At the time the
District shall first exercise an option under this |
. paragraph (2), the Distﬁct shall proceed with con-
struction of the Project in f_he’manner herein contem-
plated and the provisions of this ag’reement relative
to the mutual rights and obligations of éach party hereto
shall be in full force and effect, and all prior expéndi-
tures by the City for Watér Costs and Joint Costs shalff
be allocated and paid in the manner elsewhere provided
in this agfeemer.lt. If, at that time, any portion of. the.
principal of such bond indebtedness shall have been

k \ retired b); the City, the amount g0 rétired shall be

’ . credited against any é.mounts-which w;ill thereafter
become first péyable by the City to thé District under
the terms of this agreement, except that such amount
a;a i's. éo. ;:';"é;iitéd"é‘hau be deducted from the purchase
price provided in subparagraph (2) B of this subsection
1 (c). o '

(3) Thé exercise of the rights and oﬁtioxﬁs”of the District as provided
in this subsectiﬁn 1 (c) shall in no event delay the construction of
the facilities of the Project as aforesaid.

(4) In the event that priorto the District's exercising its rights or
options 6£ _1;!119 sub-sectio%l 1 ('c),"_the City has enter'ed into a con-

tract with any third party that mékes the-contifiuéd joint use by

the Distri‘ct'imposs!:ble , impracticable; or ungegsibie ; then the

e
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District st_xan be deemed to have forfeited any and all
rights, ‘except for reimbursemen;of costs already
incurred as provided under this section 1, above.

(d) Construction shall be deemed commenced whenever the District ‘
has let the contract to a responsible contractor for the con-
struction of a substantial portion of Stage I and issued its order
to the contractor to proceed with the construction.

Section 2. Review of Plans and Specifications.-

The District shail furnish or cause to i)e furnished all engineering ser-
vices necessary or desirable for the construction of the Project, including, without '
limitation, preparation of all field surveys and invéstiéations,- preparation; of plans
and specifications, supervision- of construction, and preparation of inventories and
related final documents. The engineer designated by the District shall consult with
the City, or its duly appointed representative, througﬁout .the period of prepara;.tion
of engineering surveys, plans and specifications.ln’sofar as the same pertains to
Stage I and/or Stage II-water purposes, all such engineering surveys, plans and

specifications must be approved by the City. If the parties agree to purchase insur-

-ance on the constructien or for engineering costs, such insurance cost shall be pro-

 rated in the same manner as other costs. The District agrees the engineering firm

employed for the design of the Project shall carry errors and omissions insurance
during the period of construction in an amount of not less than $250,060.00.

Section 3., Review of Construction Contracts. -

The Project, or Stage I or Stage II thereof, shall be constructed by
the District pursuant to a constructionicéntract or co;ltracts unless it is deter-
mined otherwise bj.mutual consent.. The District shall require each contractor
bidding on the Prdject to submit with his bid a détaﬂed statement outlining the
plan and program of construction work. which he pi'oposes to follow during said
construction. Such cc;nsti'uction éontract-or coﬁtracts and con,t:pac’ts of the District

for the purchase of materials and equipment for the Project insofar as the same




pérta_ins to the construction of Stage I and/or Stage II - Water Purposes, shall be sub-
mitted to and must be approved by the City prior to the execution of said contract or
‘ontracts. Provided further, however, that except where an emergency exists, all
change orders on contracts relating to such construction in excess of <$.5,000.00

each must be épproved by the City; | |

Section 4. Cost of Construction.

The District shall prepare and submit to the City a monthly state-
‘ment of expenditures and costs of construction of the Project x’n_c:urred3 during the
preceding month. Within fifteen days after ;'eceipf of same the City shall notify
the District. of its objection to é.ny costs and expenditures which in the 6pinion of
the City are not reasonable énd propér. In ;hé event any of such items have not
had the previous. approval of the City the burden shall be upon the District to prove
that such expenditures are reasonable and proper and chargeable as .Toint Costs
under the terms and cénditions of this contract. No "water costs' as herein
defined shall be chargeable to the C'ity unless written consent of the City has been
had prior to the incurring of such expenditl_xre, except as provided in Section 3 above.
‘Except as: .providedwfo.r_;zel's.ewhﬁx’.%&m:&N&%&gﬁ%ﬁm&@&&%ﬂ .
shall pay all costs of construction‘of any natupeswhatsoeverawhichFmiaysbeamderm: .
taken by the District in.connéction with Stage":Ii:or:-.Stage:lIabﬁ-.ﬂl@xE&QjQQ_tj:iQ e hydros.:. .
electric purposes or for-the.joint-utilization of such fdcﬂitfe‘-ﬁ%"ﬁéﬁie*@:bﬁ&édtifoﬁg;,-. .
hydroelectric anci water supply-purposes. Snt;gg.gqstsoﬁ*;dbnstmm'ﬂbn-.-sha-*{lainc%uda._\x- .
but not be ﬁmited to the following:: (i) the direct cost incurred Sy the District:
in connection with the construction of the Project or a part thereof, includipg
. transportation, labor, supervision, clerical, warehousing, materials and equip-
ment cos_t's, construction eqﬁipment rentals, automobile and truck mileage expense,

travel expenses and taxes; (i) the cost of engineering services incurred by the

District in connection with the design and construction of the Project or a part

thereof; (iii) insurance premiums in réspect to policies mamféined or taken-out
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. in connection with the construction of the Project; (iv) interest paid on the cost of
construction. during the period of construcnon, and (v) the legal fmancmg, account-
ing, and other general and ‘admmistrative overhead expenses incurred by the
District in connection with' the construction of the Project or a part thereof.

In addition to the costs set forth herembeforé in this Seciion 4, the
cost Which has been incurred by the District in connection with engineering studies
and investigations of Dam No. 1, as set foxlthm Exhibit A attached hereto and by
this reference made a part ther_eof, shall be included in the cost of construction
to the District for Stage I of the Project.

Section 5. Quality Control During Construction.

Du.rihg the constrt_létion of the Project, or a part thereof by the
District, the District wiil take all steps reasonable and necessary to prevent
deterioration of the quality of the water so that the water shall be maintained at
the standards consistent with the intent of this Agreement. In order to protect
the interests of the City w1th respect to water quality control during the con-
struction of the Pro;ect,‘ the City may retam a qualified representative who shall
act on behalf of the Cify as advisor to the District with respect to water quality,
and he shall have the sole rigﬁt to determine procedures to Be taken to maintaip.
the required standards of quality and any additional costs éo required to be borne
by the City.
| If during the course of construction of the Project, or a part
thereof, the quality of the water deterlorates to a standard which 1n the opinion
of the City will cause a hardship to the City's water users, the District will
make such reasonable changes in the consl;ruction practices é.nd/ or program as
‘may be determined as necessary by the City. AIll costs and expenses which afe
incurred by beasbn of s;zch changes so ordered by the City shall be borne by the
City ad to water and joint facilities. All costs incurred for changes réqﬁired for

" hydroelectric pﬁrposes only shall be paid by the District; provided, however, that

the construction practices for hydroelectric facilities applicable hereunder shall

'g
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‘not be different or in excess of the requirements for water and joint facilities.

During the constructio n and subsequent operation of the Project

by the District, the District will construct and maintain suitable toilets. The

adequacy of éaid facitities ksh'ail be at least eqqal to those approved by 'the State
of Washington Department of Health or applicable agency. In the event t'hat the
City requests facilities other than those facilities approved by the above agency
or agencies, the District shén install or cause to be installed fa cilities to th'e'
épecifications of the City. The cost of such fa.cilities so specified by the City
over and above the cost of facilities approved by the State of Washington Depart-
ment of Health shall be borne by the City.

Section 6, Special Facilities.

(a) The Dis'trict shall install as a part of Stage II of the Project,

automatic ﬁow controllers on all outlets of Lake Chaplain, This cost shall be a

Joint Cost.

(b} "The District shalf install as a part of Stage II of the Project
suitable control devices on the Dlversmn Dam to allow bypassing of the waters
of the Sultan River in accorda.nce with the provisions of this Agreement. The cost
of constructing, operating and maintaining such devices shall be a Jomt Cost.

_ {c) The District shall install as a part of Stage II of the Project .-

a complete telemetering systeﬁ; which shall indicé.te and record at a receiving point
at the Project control center, among other things», the water surface elevation at
Regervoir No. 1, Reservoir No. 2.and Lake 'Chaplain. Complete copies of ail
records shall be made available to the City. This cost shall be a Hydroeléctric
Cost. ' o f .. - | |

(d) The District shall include in its plans for Stage II of the. Pr'oje.ct

suitable access to R servoir No. 2 to allow the City to treat the waters stored in -

- Reservoir No. 2 if the City so desires. This cost shall be a Hydroelectric Cost.

Section 7. A ccounting for Construction Expenditures,

The Distr‘ic't ghall maintain complete records and books.of.account, .--

7
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n accordance with the Federal Power Com mission umiorm bystem of Accounts, ot
il expenditures in coxmection with the cost of construction of the Pro;ect and shall
make such books and records as are applicable to facilities in which the City has
= interest available to the City at such times as may be agreed upon by the parties
1ereto.

ARTICLE IV

PROJECT OPERATION

Section 1. Stage 1 Operation and Maintenance.

-Commencing‘ on the date of substantial completion of construction of
:he Stage I facilities and eontinuing thereafter until the beginning of construction
of the Stage II facilities, Athe City shall have fuﬁ authority and responsibility for the
speration and maintenance of the Stage I project works which are constructed for water
shpply purposes. The City shall have the rigﬁt to regulate the water releases from
ieservoir No. I in whatever manner it deems most advantageous to the _operation of .

“he City's water supply facilities. The operation and maintenance of the Stage I

rroject works by the City ghall be in a manner consistent with sound utility operating

aractice. The District shall have the right at any time to examine the manner of
yperation and maintenance of said facilities by the City, and if, in the judgment of the:
)istricf, said operation and maintenance is not adequ_ate or 1s such that the.interests
)f‘the‘ District are not being prop'erly protected, the District shall so notify‘the CityA
n writi.ng, and the City will make such changes in its operation and maintenance of the
iroject works as are determined by the parties to be in the best mterests of both
»art_les.
| All costs of operation and maintenance 'of the Stage I facilities appli-
" .able to water supply, includmg Joint Facilitles shall be borne by the City. A ‘
The D1strict shall operate and mamtam those facilities constructed
. sa part of Stage I which are solely for the future purposes of the District and shall
.ay all costs and expenses agsociated therewith. -

‘Where used in this Article IV, Section I, Article V, Section 1 (b)

o
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and Section 2 (b), and Section 4 (b), the term "substantial completion" shall refer

to the time when the major construction work on that particular stage of the

wroject has been completed and water is made avsilable to the City, or such earlier

date as the parties may muﬁually agree.

Section 2. Stage II Operation and Maintenance,

Commencing at the time of beginning of conétruction of Stage II énd
c ontinuing thereafte_r as long as this Agreerhent shall remain in force and effect,
the District shall operate a;nd maintain the project works and facilities in whatevgr
manner deemed by the District to be in the best interesté of the parties, subject to .
the provisions of this Agreemént. |
| - The City shall have the right, é.t any time, to examine the manner of
operation and maintenancé by.ther District of those facilities of the Project which are
us.ed jointly for hydroe lectric and water supply purposes, and if in the judgment of
the City, said 6pefation and maintenz?.nce is not adequate.or is such that the interests
of thé City are not being properly protected, the City shall so notify the District in
writing and the District will make such changés in its operation and maintenance.of
said facilities as are determined by the parties to be in the best interest of both par-
ties. |
Except és prov.ided for elsewhere in this Agreement, all costs of

‘operation and maintenance of the Project shall be paid by the District, and the

District shall monthly or periodically as agreed, bill the City & maintenance charge -

which is propertionate to the Gity's s'h'aré of the Joint Costs of the Projeét, plus the
entire cost of operation and maintenance of dny "water facilities" operated or main-
tained by the District.

Section 3. City to Operate Its Own Facilities.

Except as specifically provided for elsewhere in this Agreement, the

' City shall operate and maintain ény and all of the faciiities which the City owns or

" may construct in the Sultan River Basin, aléng the'Siltan River or in Lake Chaplain,

including the bottom and shorelines of Lake Chaplafn and,1

i

ands adjacent thereto and -
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all facilities constructed thereon by the City, and the City shall pay all costs
associated therewith, provided, however, that if the withdrawals of water oi- other
uses by the District for hydroeleétric purposes shall increase the cost éf the opera-
tions and maintenance to the City then the District shall pay to the City all such .

inerease in costs.

Section 4. City to Treat Stored Water.
The City may treat the stored water in Reservoir No. 1, Reservoir No.
2 and Lake Chaplain in any manner deemed necessary by the City to effect quality

control. All costs incurred by the City in connection with such treatment shall be

- borne by the Citfy, except that any and all costs which are necessary to effect control

by reason of conditions which are caused by and are directly attributable to Reservoir

- No. 2 shall be paid to the City by the District. This section does not give the City an;

right to control the quantity of water flow excépt as otherwise herein provided;

Section 5. Watershed Control.

The. City may patrol:the watexshed.in anysfianner:determined necessary

by the City and shall take a'ny--ah‘d~a1=1’=:6“th-»én-'-‘stepsmécés's,amﬁ,-fancird'ca_s_gghlg;.tg:;'e'ffeet;

quality control and protection of the watershed -ar'ea.,-ﬁ:*.-.-.axﬂ’%éo'sl:-’s-_:’associated’:-fwith. such %

watershed conirol shall be borne by the-City.

Section 6, District to Regulate Water Releases.

The District shall have the r;ght to control the discharge of water
from or into Reservoir No. I, Reservoir No. 2 and Lake Chapla.in, and to regulate

the water level within the reservoirs in any manner determined by the District to -

realize the most advantageous operation of the Project, except as otherwise provided -

for in thi_s Agreement and consistent with the following:

(ai In accordance with the express agreement of the parties that the

~ 'City's requirements for water supply shall have precedence over any and all other

uses, the District' agrees that there shall at all times be st ored in Lake Chaplain at '

least seven (7) days' average demand of the City for water supply as measured by the.

lést._precedi_ng_ seven, d y (7-day) delivery, and that at all times this total seven-day

1
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(7-day) storage shall be above elevation 6Z3 teet (USGS 0ATUM/ EXCEPT TAL WLLLL LuE

writteh permission from the City the District may draw the level of Lake Chaplain

~below the above specified elevation, and except further that this provision shall not

apply at such times when the provisions of subparagréph (b) of this Section 6 shall
apply.

(b) Consistent with t_hé express agreement that fhe quality of the water
shall be maintained at the highest standards consistent with sound operation of the
Project, the parties agree aé follows:

(i) The District shall at all.times Aexercise care and diligence in the operation
of the Projéqt to avoid excessive turbidity or any other condition in tﬁe water which
‘might materially increage the difficulty or cost to the City or its customers in the
use of such water, except that Iiability for a breach of this provision shail not be
deemed to be incurred until after fhe Dist;rict shall be notified by the City of such
excessive turbidity or other condition m the water, and thereafter the District shall
haveAfaiIed to take those steps provided ,.vfor in paragraph (ii) of this subsection 6 (b).

| (ii) At any time the quality of the water in Lake Chaplain or being diverted
into Lake Chaplain by the District pursuant to the operation of the Project for hydro-
electric purpo'ses is below certain agreed upon standards, as hereinafﬁer defined, the
City may request_the District to modify its operation of the Project and cease |
divez;ting water into Lake Chaplain and the District shall ix'nmed-iatei); so do and shall
80 continue until the qual.i'ty of the water meets the st andarde set for.tti- herein or
until the City. by written permission, authorizes the District to divert the water

into Lake Chaplain for hydroelectric or water supply purposes.

(iii) Tests pursuant to (ii) above shall be conducted by the City at such time

ortimes as herein described. All water samples shall be taken at two points; namély..

Sampling Point No. 1 at or near the outlet of the tunnel between the Sultan River and
Lake Chaplain or in the event no water is being diverted into Lake Chaplain the

samples shall be taken adjacent to the intake of said tunnel, and Sampling Point No, 2

at or near the City's water supply intake structure on Lake Chaplai_n for transmission

»



via the City's Panther Creek Station. Not less than three (3) separate suiupico auu

tests thereon shall constitute a determination of water qﬁality for each sampling

. ~oint. At any time the District is not diverting water into Lake Chaplain under

the terms of this Section 6-b, and desires to so do, it may request the City to make

tests of the water at each sampling point to determine if the provisions of this

Section 6 shall continue to apply, and the City shall immediately make such tests

and advise tfxe District of the results thereof. In the event that the City, for any
reason, does not make the tests so requested, the District may make sutih tests
and the results thereof shall be considered the same as if conducted by the City.
(iv) The standards of quality applicable under this Section 6 shall be
established as follows: | |
Commencing with the effective date of this Agreement, the City
shall take samples and make tests of the water in Lake Chaplain
and being diverted into Lake Chaplain, The water samples shall
be taken daily at app:oximatel& the same time each day. Samples
for Samph'n'g. Point No. 1 shall be taken at or near the outlet 6f the
City's existing tunnel between the Sultan River and Lake Chapla;in
or in the -event no water is beihg diverted into Lake Chaplain the
samples shall be taken -a¢jacent- to the intake of said tunnel, and
samples for Sampling Pant No. 2 shall be tal;en- .at the previously
désignated p§int at the City's water éupply intake structure. Tests
of each water sample shall be made by fhe City to determine turbidity
and color. In addition, tests shall be made by the Cit;v at regular
routine interva}xs but not less often than one each week to determine,

‘among other things, iron, copper and manganése. All tests shall be

‘made in accordance with current standards of ‘the water works industry

or as modified with the approval of the District. Records of all tests
shall be iaintained by the City and shall be made available to the

District ixpon request,

rencing construction of Stage I of the- Project by the
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subparagraph (iv) and shall determine the following standards of
water quality:.
(x) From all said tests made on water samples taken during
during the periods May 15 to November 15 inclusive:
| turbidity as measured in turbidity units (silica scale)
which was exceeded in ten per cent (10%) of said tests; and.
color expressed in color units (platinum-cobalt scale)
which was exceeded in ten per cent (10%) of said tests.
(xx) _From all said testa made on the Water samples taken
during the periods November 16 to May .16 inclusive: |
.t'urbidity as measured in turbidity units (silica scale)
which was exceeded in ten per cent (IQ%) of said tests;
. and |
color expressed in color units (platinum-cobalt soale) w.hich
wasg exceeded in ten per cent (10%) of said tests.

The standards of water quality applicable under this Section 6 shall

- be the standards determined under the provisions set forth hereinbefore in this

sub-paragraph; prowded however, that during the period May 15 to November 15,
inclusive, the standard of water quality applicable to turbidity shall not be less
than ten (10) turbidity units or the standard of water quality applicable to color shall
not be less than fifteen (15) color units; and provided furth:er, ihat during the period
November 16 to May 14, inclusive, the standard of water quality applicable to
turb1d1ty shall not be less than twelve (12) turbidity units or the standard of water -
quality apphcable to color shall be less than twenty (20) color units,

(v) If at the time of commencing constructmn of Stage II of the Pro;ect,

it is established by the City that the iron, manganese or copper content of the water

during certain periods or under certain conditions of stream flow which cannot rea-

" gonably be determined at the time of the execution of this Agreement, but which are -

exhibited by the tests specified hereinbefore in subparagraph (iv).of this Section’ 6-b, -

>




*has deteriorated to a point where the w. er is unsuitable for water supply purposes

by the City, the standards of water qualii, et forth hereinbefore in subparagraph

{iv) shall then be amended to include standa:. applicable to iron, manganese and

copper, Said quality standards for ix;on, manga.. 3e and copper shall, in general,
be limited to the standards of the water which the Ci:y has diverted into Lake
Chaplain during the period prior to construction of Stage IT and in no event shall
the District be limite'd in diverting water into Lake Claplain by quality standards
‘established pursuant to this subparagraph (v) which are below standards of water
actually diverted into Lake Chaplain by the City during the ﬁeriod pﬁor to' the com-
mencing of construction of Stage II of the Project; provided, however, that at any
time the City shall treat the stored waters m Reservoirs No, 1 or: 2, using chemi-
cals or other methods of treatment which may affect the guality of the water, the
District shall not be obligated under the terms of this subparagraph (v), except

that the District a grees to cooperate with the City in regulating the releases of

water through the Project to eliminate to the maximum extent commensurate with

the sound operation of the Project any such water being diverted into Lake Clripla.in

duri_ng_tl%e pe@ed immediaxeiy following said treatment by the City.

{c) The City shall not request the District to divert water from Lake
Chaplain if such diversion of water will in no event aid the quality of water in Lake
Chaplain or otherwise improve the condition or quality of such water.

o (d) The Distnct shall at all times have the right to release water
from Dams No. 1 and 2 in such amounts and such quantities as may be necessary
for hydroelectric purposes of the District except as otherwise provided in this
contract, | |

Section 7. _Initial Reservoir Filling,

During the initial period of biological imbalance following filling of

. Reservoir No. 1, great care shall be taken in operation of the reservoir levels in

order to hold to a minimum the protozoal and algae growth until enrichment of the.

water has ceased and the fake bed and stored water have reached a balanced

B
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. condition. If at any time after the completion of Stage II it is determined necessary

by the City that complete drawdown of the reservoir behind Dar;z No. 2 is required

to control the enrichment and biological balance, the City shalil go advise the

District in writing. The District shall have the right io establish the date when

such drawdown of Reservoir No; 2 will be accomplished except that said date shall
be not more than eight (8) mopnths after receipt of written notic;a from the City unless
the City shall give its written consent otherwise. AlL costs incident to the drawdown

of Re servoir No. I, except loss of stored water, shall be borne by the City. All

costs incident to the drawdown of Reservoir No. 2 shall be borne by the District.

Section 8. Plan of Operation,

The District shall prepare and furnish to the City a plan of the manner
in wh'ich fhe District proposes to operate the reservoir geleases from a-H.reservoirs.
Said plan shall show the anticipated amount of water which will be stored in each
reservoir at the end of each week. The plan shall be prepafed in advance for each
ninety-day (80-day) period and a copy thereof shall be furnished to the City in advance
of the starting date of each period, The plan shall be an estimate only and th.e v
'Distriét shall not be obligated to adhére thereto if conditions or circumstances make

it more advantageous to the District to operate the project works otherwise. In the

" event that the District det:ermines that it is desirable to modify the plan materially

from that furnished to the City, the District shall imrhediately prepare a revised plan ft

that period and furnish a copy of said revised plan to the City.

ARTICLE V
PAYMENT
Section 1. StageI.
It is understood that the District will undertake the construction of
Stage I of the Pro;ect and will pay all costs properly connected therewith, all in
the manner as herein described. For and in consideration of such acts and in con-~
sideration of furnishing of stdrage and making available additional water unto the

City and other benefits‘.as- herein qontg;nplatgd »4he:@ity:ghallzpay-untosthe-Districts '




2 sum equivalent to one-halif of ail Joint Costs as hereinvd'efmed;.-;-plus the enfire;
amount of all Water Costs ~ Stage I. iSuch total sum shall hereinafter be referred

to as "City's Cdstb - Stage I." It is further understood that the District will not

be reimbursed by the City for the remaini_.ng one-half of all Joint Costs and shall

not bé reimbursed for any costs so incurred for such items herein.defined as Hydro-
electric Coéts. For such City's Cost - Stage I; the City égreés that it will reim-
burse the District as folléws:

(a) The District will monthly submit statements to the City for
expenses incurred in connection with- Water Costs - Stage I, and the City shall
within— thirty (30) days of receipt of such state;nent, reimburse the District in the
amount of such expenditures as set forth in s.aid statement, Any balance not regu-
Ia;.rly pa.id. by the City at the time and manner above set forth shali bear-interest at
the rate of five per cent (5%) per annum from the date of said statement.

(b) Commencing thii‘ty (30) days after receipt from the District of
the noti_ﬁcation of the substantial completion of the construction of Stage.I, the Ciiy
shall pay unto the District monthly, an amount which shall be sufficient to amortize
over a period of t{zventy-five (25) years, a sum equivalént to one-half of all Joint
Costs - Stage I, including interest thereon, computed from the date of such :noti~
fiction of substantial completion. The intereét to be charged unto the City shall
be an amount computed at a rafe of interest equal to that paid by the District on the )
bonds or other evidence of indebtedness sold or issued by the District for the purpose
of finaneing the construction of said Sta;ge I, or a;xy part thereof., If at the time of
substantial completion of the Stage I Project, a.hd notifiéation of the City by the
District thereof, the Stage I Project shall not tﬂen be totally completed, the parties
shall estimate the bé.lance of the costs to completion, and such actual and estimated

costs shall be used for the purpose of determination of the total amount of payments

. to be made. When the total costs are ultimately determined, credits shall then

be given to the proper party and, at the option of the City, the payments may be

either increased or decréa;é'“ : in amount or duration of payments accordirgly.




. Section 2 - Stage II - Joint Castruction,

At any time hereafter when the City and the District shall jointly
agree to proceed with the construction of Stage II of the d;a.m for water and hydrvo-
electric purposes, as herein defined, then and in that 'ever'it, the District shall pro-
ceed to undertake the construction of Stége II and will pay all costs properly con-
nected therewith, all in the manner herein described. " For and in conéideration of
the furnishing and making -available greater quantities of water unto the City and
other benefits to the City as herein contemplated, the City shall continue to pay unto

the District for all sums for Cit.y's cost - Stage I as above set forth. .Further, and - L !
in addition, the City shall pay unto the bistrict_ a. sum equivat-en‘t-kb one-half of the ; r'?
cost of construction of all Joint Costs - Stage Il as herein.'déﬁned',‘; plus the entire
amount of all Water Costs for Stage II as herein defined." Sh’ch"ﬁi’b’:i‘f""“sium“.ﬁhau .
heréa.fter be referred to as’--‘dity's Gost'-~-S£~agé " |
o ".For the City's Cost - Stage II, the City agrees that it will reimbufse
the District as follows: |
(a) The Districf wﬁl monthly submit statements to the City for ex- -
penses incurred in connection with Water Costs - Stage II, and the City shall,
within thirty (30) days after receipt of such statement, reimburse the District in
the amount of such expenditures as set forth m said statement. Any balé.nce not
regularly paid by the City at the time and in the manner above set forth shall bear
interest at the rate of five per _cent ('5%) per annum from the date of said statement.
(b) Commenciqg thirty (30) days after receipt from thé District of
the notification of the substantial completion of the construction of Stage II - Joint
Facilities, the City shall pay unto the District monthly an amount which, to gether
with the payments proﬂded unde}r Joint Cost - Stage I, shall be sufficient to
amortize over a period of forty (40) years, a sum equivalent to the City's remain-
- ing balance of Jadnt Costs - Stage I, ‘plus one-half of ail ‘Joint Costs ~ Stage.II,
including interest thereon, computed from thé date'of such notification of sub-

_ stantial comple'tio,n.' The interest to be charged unto the City shall be an amount

b
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other evidence of indebtedness, sold or issued by the District for the purpose of
Q f inancing the construction of said Stage II, or any pe.rt ‘thereof. If at the time of
o substantial completion of Stage Il of the project, andnotification of the City by
the District thereof, Stage II of the Project shall not then be totally completed,
‘the partt.es shall estimate the balance of :the cost of completion, and such ectuaii -
", end estimated costs shall be used for the pu’rpos‘e"of determination of the total

o amount of payments to be made, When the..t'otal costs of Stage II are ultimately
: ¥

S

'. determined, credit shall then be glven to the proper party and at the option of the
Clty, the payments may be either mcreased or decreased in amou.nt ‘or duration -

of payments accordingly.

| Section 3. Stage II -'Hydroelectric‘;Pnrposes'.';:'I'
| If at any time hereafter, the District shall elect indepenoently of .the'
. Clty to proceed with the completion of Stage II - Hydroelectrlc Purposes, the Dis-
tr1ct shall proceed to construct Stage II as Stage II - Hydroelectrlc and. mclude in

the bas:.c constructlon all necessary 1tems which will be an mtegral part of said

—

L/ ' Project, even though for ! water purposes" only. The City shall inform the
‘District of a11 items for water purpos es only which are not 1mmediate1y necessary
tothe use of the City, and which are not necessary to be. incluaed at such time.
Upon completmn of Stage II Hydroelectnc, the Distrlct.shall furnish to the C1ty ‘a
_ statement of all Joint Costs - Stage ILand Water Cost - Stage .. For andin. . o 51 '

' consideration of such constructlon and ‘of makmg such additional water avmlable

,.I

and other benefits herein contemplated the Clty shan pay unto the D1str1ct a sum:

equivalent to all Water Cost - Stage II including mterest and one- haIf of all Jomt '
Costs - Stage II, including interest. The amount of such interest -shall be 1n — g
an amount-‘computed at a rate of interest equal to that paid by the District on its

bonds or other evidence of indebtedness sold or issued by the District for the purpose.

" of financing of the construction of Stage II, or any part thereof, *Such payments to be made

as follows:

(a) All payments shall comnience and interest shall be computed. -
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(b) Within thirty (30) days after "time of minimum water usage, "

the City will pay unto the District a sum equivalent to all water costs. Any balance .

not so paid by the City within said time sha;_u bear interest at t.he rate of five per
cent (5%) per annum from the "time of m'ilﬁmum water usage."

(c) Commencing thirty (30) days after the "time of minimum water

usage, " the City shall pay unto the District monthly an amount which, together with

the payments provided under Jdnt Costs - Stage I, shall be sufficient to amortize
over a period of forty (40) years, a sum equivalent to the City's remaining balance
of Jaint Cost - Stage I plus one-half of all Jomt Costs of Stage 11, mcludmg mterest

thereon computed from the "time of mmir;‘;um water usage," The amount of

. interest to be cha.rged unto the City shaII be computed all in the manner ag set

forth in Secuo_n 2-b above. #

Section 4'., Stage II - Water Purposes.

If and in the event the City should desire to construct Stage II for the
use of ‘additional water, but the District shall not then be ready to complete its

portion of Stage II for "hydfoelectric purboées, " and shall not exercise its option

.to sell as provided in .-Articlé VI, then rand in that‘ event, the District shall prdceed

with t.he construction c;f such portions of Stage II as hereinabove defined as Stage IT -
Water Purposes., The Clty shall pay to the District a sum equivalent to all Water
Costs, and one-haIf of all Jant Costs of Sgg.ge I and all Jcmt Costs of Stage IT, as
follows: '- . i v :

s - (é)- The District shall monl—hly submii;-:statements to the C:‘;_ity for
expenses incurred in connection with Water Costs - Stage II, and the Clty- shall, |
within thirty days after receipt of such statement, reimburse the Districﬁ_ in the -
amount of such expenditures as set forth in said statement. Any balanée. not
régularly paid by the City af thé time and m the mannér above set forth, shall

bear interest at the rate of five per cent (5%) per annum from the date of said

- statement, : k . . E

<
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{b) Commencing thirty days; after receipt from the District of the

C 4 the consteactl >

noiiﬁéation of the substantial completion of the constru,ctiqp of Stage II, Water-.:




Purposes only, the City shall pay unto the D1str1ct monthiy an amount which,
together with the payments provided under Joint Costs - Stage I, shall be sufﬁcxen\

to amortize over a period of forty (40) years a sum equivalent to the City's

remaining balance of Joint Costs - Stage I plus all of tlte Joint Costs - Stage IT -
Water Purposes only,. including interest thereoﬁ computed from the date of
such notification of substantial completion. The interest to be charged unto

the City shaﬁ be in an amount oomputed at.a rate ot‘ interest equal to that paid‘byv.
the Di»strtct on its bonds or other evidence of indebt'edness gold or issued by the
District for the purpose of .financ.ing the construction of said Stage II - Water
Purposes Only or a_tty part thereof. If, at any time thereafter, the District shall

elect to complete the construction of Stage II'for hydroelectric purpose, then

i
i
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and in that event the City shall immediately be credited with a sum equivalent to
one-half of all such Joint Costs - Stage II which may have been incurred in the

construction as provided under this paragraph, and the monthly payments herein

orovided for shall be proportionately reduced to absorb suoh credit, If the amount of
the credit to the City under this provision shall exceed the sums which would other-
wise be due to the District by the City, the amount of such credit shall be paid to
" the City by the District in Cash.
Section § ' | . . .
{a) Notmthstandmg any other provision in this Article , the
effective interest rate which the District shall agree to pay upon its aforesaid bond
indebtedness, and the aforesaid bond amortization schedule, in no eyent shall
exceed the maximum rate provided by the statutes of the State of Washtngton.
| (b) The amounts which the City shall pay hereunder shall constitute
payment for. all sale, storage, and deltvéry of water to the City un_der the terms of
this contract. ' | : ' . | !
(c) AIl amounts payable by the City to the District hereurtder shall
not be. or constitute, a gereral obligation of the City and no portion therQof shan

be payable from the general funds ot‘ the City, but all Baid amounts-shaIL be paid

exclusively from the net operating revenues of the City's Mu_ni,cipal; Wate_r System: i



. and/or any other monies in the City's Water R evenue Fund in the following manner:

(1) The oingations' of the City with respect to the payment of the

costs of the Stage I and, subsequently, those costs of Stage II allocable to the remain- - -

ing balance due by the City for the costs. of Stage I, shall take precedence over.and be
paild before all other obligations of.the Water Revenue Fund except for ihose obliga-
tions in the form of City Water Revenue Bonds which shall or may be outétanding

at the time of execution of this Agreement.' Provided, that if ;he District shall not
have received ifs ficense from the Fe’derél Power Commission within eighteeh (18)
monthg from date of execution of this contracf and the City shall desire to sell
additional révenue bonds for extensions and improvements of its water system,

then the City shall have the right to cause such additional bonds to be issued-and

sold and such new bonds shall take precedence over the obligation of the City to

the District as cieated hereupder. I, howefrer, prior to the issuance and sale
of such bonds or prior to the City's call for bids for work, requiﬂng the issuance
of such bonds the District shall have comrfxenced construction of the project, then
the terms of this proviso shall be inapplicable. |
(2) The obligations of the City with réspect to the p'a.yment‘of 'the
costs of Stage II not attributable to Stage I costs shall take précedence over and be
paid before all other obligat{ons of the Water Revenue F@d except for those obli-
gations in the form of C'ity Water Revenue Bonds which shall or may be outstand-
ing (i} at the time of the service of a riotice in writing by the District upon the '
Commissioner of Public Works that the District intends to proceed with the con-
struction of Stage II - joint construction, provided t.hat the District shéll» comn:ieﬁce
construction within nine (9) months after the date of the service of such ;wtice, or
(ii) for the purposes of Stage II - hydroelectric purposes at the "time of minimum

water usage, '’ or (iii) for the purposes of Stage II ~ Water Purpoges, at the time the

. City notifies the District of the City's desire to proceed with the construction of '

Stage II. . ' _
: : 30

The amount payable hereunder for the purposges of this par'a.graph




* shail not be deemed expenses of maintenance and operation of the City's Municipal

Water System.,
The City hereby covenants to charge sufficient water rates and to

collect sufficient revenues to meet its obligation under this Agreement.

ARTICLE VI

OPTION OF DISTRICT TO SELL TO CITY

'-If at any time after the completion of Stage I of the Project, or after
completion of Stége II - Water ?urposes that the District should determine that the
completion of the Project is not in the best interests ‘of the District, and that the - | :
Project or so much thereof as may then be coﬁmﬁlete_d{ is no longer material, neces- » i
sary to or useful in the operation of the District, then the District shall have the
option to request the City to buy the interest of the District in the Joint Facilities
of the Project, and the City shall thereupon become obiigated to pur(_:haseb such
interest of the District, | |

As consideration for sale to the City of the interest of the District

in the Joint Facilities the City shall pay to the‘ District a sum equal to the Joint -

-~ Costs of Stage I and Stage ]I as above defined, less that amount which has been

* paid by the City to the District, but including all amounts for which the City

shall already have become obligated so to pay. The City shall not become obli-

gated to make such ad_ditional pa_ymer’zts uﬁto.the bistric.t until the City shall be -

using from the Project an averagpe' minimum of 140,000,000 gallons p'er'day as here-

-inbefore described under the term "time of minimum water usage." Provided

further, that if at the time of exercising its option to sell, the District shall have

commenced construction of Stage II -~ Water Purposes Only, but shall not have com-

pleted the same, the City shall not then become obligated to pﬁrchase the.interest l

of the District in such Joint Facility for a period of ten (10) years after commence-
ment of such construction of Stage II.
In the event of the acquisition by the City of the interest of the

-

Mttt 4 eald fanilitien as provided in this Section, payment thereof shall be made
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. by the City to the District within eighteen (18) months from the date upon which the
City shall become obligated to purchase as herein provided; p.rc-:v:lded. however, that
the obligation of the City to consumﬁate such purchase and make such payment ‘
shall be subject to its ability to issue and sé_ll Water Revenue Bonds at an effective |
-interest rate which will make the purchase feasible. In the event the payment
cannot be made by such means, thén monthly payﬁents shall continﬁe on the thén
existing schedule until payment in full or untif such subseduent time as such ;t)onds

- can be issued and sold. |

In the event the City shau. purchase the interest of the District in
'the Project and shall desire to use aﬂ or any portion of the hydroelectric features
of the Project, then and in thé.t event, the C-ity will pay to the District, in addition
to the payment for all water and all joint costs as above prbvided, a sumi 'equivé-
Ient to the cost of all Hydroélectric features so utilized by tﬁe City. "-I'he City ‘
" ghall not use the hydroelectric feétures fo’rhydroelectric purposes without the

consent of the Dis_trict.

"ARTICLE VI

BASIC WATER POLICY

Section 1.

; It is agreed that insofar as the ‘same shall be economically feagible,
it is thé re‘spbnsibﬂity of the City to provide an adequate supply of good quality
potable water at the lowest possible cost for the present and reasonable foreseeable
future needs of the City of Everett and all of the communities within Snohomish

- County fo'r domestic use and to facilitaf:e ixj.d'uStriaI development and grdwth.
Section 2. |

Within the limits of available supply and its power so to do the

City shall undertake to the fullest extent, consistent with sound business judgment, -

LN

" to furnish water to all inhabitants in Snohomish County who are in need of a water

"supply.




Section 3,

To the extent that a local municipality is now in the water distribution

. business and desires additional or supplemental.supply,' the City will, within the

I_imité of available supply and its power so to do, ‘upon request and where possible,
supply such municipalit‘& with its water supply at reasoﬁable rates. ‘
Section 4.
If, within the limits of available supply and its power so to do, the

City shall fail or refuse fo furnish watér to an area in Srohomish County at rea-
sonable .rates, or if the City is ﬁot_ seumgwater either directly or indirectly in
said area, the City wiil sell water to the District at reasonable rates from a
point where water is available for re-sale in said area by the 'Diétrict and the
District agrees to re-sell said watei' at reaso'nabie rates.
Section 5 i -

| For the purpose of this agreement, both the City and the District

shall base reasonable rates upén the following components:

(a) "Pro_duct‘ion costs and expenses at source or reasonable allo-
cation théreof.

(b) Costs and gxp_enées of transmitting the water from the source
of supply to tﬁe gateway or point of delivery of the ut'iliz-mg_systgm or a reason-
able allocation thereof. | | a

(c) Costs and expenses shall include the following:

1. Expenses incident to the operation and maintenance of the
facilities dedicated to such services, including equitable

allocation of indirect, supervisory and administrative and

generalv expenses,
2. Taxes or payments in lieu of taxes..
3. Payments of, or amounts reseryed or otherwise provided

“for, interest and principal payments on indebtedness

Ly hyi”

properly assignable to the faciliggeg_ zcgq(_ﬁc?.peg tp such ? 3 '

R M
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4. Ressmable earnings in order to provide an adequate .
L4
allowance for renewal and replacement of the facili~
ties when required and to pay for normal betterments

and improvements to such facilities.

_Section 6.

Funds derived from the sale of water outside the City shéll not be

‘diverted from the water system. This restriction shall not {imit the right of the

City to loan surplus moneys in'its water fund to any other solvent fund or funds of

the City, provided that any such funds so loanedfrom the water fu.ﬁd shall be

repaid whenever needed;-to fulfifl the City's obligations unde-r this contract.
AR,'I.‘ICLEVIII ,‘51@ '

GENERAL PROVISIONS

Section 1. Uncontrollable Forces,

Neither party hereto shall be considered to be in default in respect

to any obligationX hereunder if prevented from fulfilling such obligation by reason
of uncontrollable f0 ces. For purposes of this Agreemeni, the term "uncon-

trollable forces" meays any cause beyond the control of the party affected, includ-

ing, but not limited to, {loods, earthquakes, storms, lightning, fires, epide mies,
wars, rioté, civil disturbagces, labor disputes, sabotage, failure of facilities,
or restraint by court or publie authority, which by the‘exercise of due diligerice -
and foresight such party could Not have reasonai)ly been expected to avoid. .
Either, party rendexed unable to fulf'iu any obligation hereunder by
reason of an uncontrollable force shyll exercise due diligence to remove such un-

controllable force with all reasonable

Section 2, Insurance.

The District shall maintain, i
or operation of the Project, adequate insurance\as determined by the District with
a responsible company or companies to ﬁrotect thd\ parties hereto against any

damages or liability z_'esult{ng from either partial or Somplete failure of any

connection with the construction and/ »




:ructure constructed by the District as part of the Project. The cost of said insurance

1all be considered a Joint Cost. All moneys received from such insurance payments,

;" \y, shall be used to repair or replace the damage or loss sustained by the Project.

sction 3. Term of Contract.

The term of this contract shall be for a period of fifty years, and for
1y additional time for which the District's Federal Power Commission license, of
wat of the governmental agency succeeding to the powers of the Federal Power Commis-
.on, shall be extended, renewed, or.a new license issued, and/ or for any further time

5 may be allowed by law or regulation of the controlling governmental authorlty.

sction 4. City to Apply f\r F.P/JC. License. , W/\N
' ' The City agtees fhat if necessary it will immediately make an application UG
> will join in the application &f the District to the Federal Power Commission for the W

suance of a license for the Hrdject, and in the event there should be any delay in the Q4

suance of such license cau _/_;‘ sd{ely by reason of -such application of the City, then

-/u the Diktrict as herein set forth shall be extended an

‘imes for performance
{ual amount,

wetion 5. Successors of Parties to Interests.

This Agreement shall apply to and be binding upon the successors and '
:signs of the parties hereto.

ction 6. Contract Reference in Future Bond Issues of City.

The City agrees that it shall make specific reference to thig Agréement,
d incorporate it, within any water revenue bond ordinance enacted subsequent to the

ecution of this Agreement and that any bonds issued hereafter payable from the City's

. ater Revenue Fund or general obligation bonds issued to provide facilities hérein men-

med shall be made subject to the applicable provisions of this Agreement.

ction 7. Agreement to Hold Harmless,

‘I‘he City will hold the District harmiless in any legal action brought
a third party in respect to the quaIity or quantity of the water supplied by
2 City from the Pro;ect, or from other causes arising from the actions of the

br tmdan thin nantraat ar fram tha nan nf the Profact hv the Citv excent to-the.



ex‘ent that the damages sustained by such third party are caused by the breach of
tkis Agreement by the District.
The District will hold the City harmless in any legal action brought by

a third party arising out of actidns of the District under this contract, or from the use of
:hé Project by the District, except to the extent that any damages sustained by such third
sarty are caused by the breach of this Agre'er_nent by the City, and except, as to the
juality or quantity of watér, to the extent that the damages sustained by such third party
ire caused by the breach of this Agreement by the District.

| IN WITNESS WHEREOF, the parties hereto have hereunto set their

.ands and seals the day and year first hereinabove mentioned.

PUBLIC UTILITY DISTRICT NO. 1 of SNOHOMISH
COUNTY, WASHINGTON

By_ (P00 s n ‘I/Cé /:&f;r_

CITY OF EVERE'i‘T WASHINGTO , a muniéip‘al.
corporation
By%/ s

Attest: By_/ /Zowp }ﬂ

'ATE OF WASHINGTON )
) S8
YUNTY OF SNOHOMISH )

On this 2 / 4’74 day of

iersigned, a Notary Public in and for the

City Clerk

te of W&bhington, duly commissioned and

orn, personally appeared TH'OMAS' QUAST, P. M. BLACK, and WILLIAM B. BERRY,

me-known to be the President, Vice Px;e.'si'denf and Secretary, respectively, of

BLIC UTILITY DISTRICT NO. 1 of SNOHOMISH COUNTY, WASHINGTON, the corpor-
) that executed the foregoipg instrument, and acknowledged the said instrument

Se the free and voluntary actv and deed of said corporation, for the gsves and purposes

rein mentioned, and on oath stated that they were é.uthorized to execute the said

:rument and that the seal affixed is the corvorate seal of said cornoration.

, 1960, before me, the

Fe
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* therein mentioned, and on oath stated that they were authorized to execute the said

. Witness my hand and official seal hereto affixed the day and year

first above written.

NotaFy Public in and for the State of Washington
residing in Everett,

STATE OF WASHINGTON )
) s8.

COUNTY OF SNOHOMISH )

On this 2 Z\A{I(ay of

signed, a Notary.Public in and for

, 1960, before me, the under-
State of(Washington, duly commissioned and

EM!"I’ t/-Lr‘cuI.}
and .-TéH-N—h—-S'BGﬁRS r , to

- and City Clerk, regpectively, of

sworn personaﬁy appeared
me known to be the
CITY OF EVERETT, WASHIN ON',’ a municipal corporation, the corporation that
executed the foregoihg instrument, and acknowledged the said instrument to be the

free and voluntary act and deed of said corporation, for the uses and purposes

instrument and that the seal affixed is the corporate seal of said corporation.

Witness my hand and official seal-he: affixed the day and year

-~

first above' written.

Notary Public in and for the State of Washington
residing at Everett




EXHIBIT : f/. .
PROJECT COSTS EXPENDED
o BY DISTRICT PRIOR TO DATE
O ‘ OF CONTRACT

_ The cost incurred by the District for engineering studies
and investigation which are included in the Cost of Construction

as set forth in Article III, Section 4 are as follows:

Cost Incurred During 1949-1950

Bulldozing « + « v v o v v v ... $ 16,622,35
CoreDrilling . + « + v v v ¢+ & 22,969,53
Churn Driffing, . . . « v .. .. -10,180.77
Aerial Photography. . . ..... 14, 104.39

FieldCamp. «-v « v v ¢ s » o =« «  2,066,17

Sub total 1949-1950 » + v w v « o o o o o v o . o . $65,953,20

Costs Incurred During 1957-1958

CL\ Seismic Surveys . » » . o 4 ... $ 5,548.93
B BUMAOZING « o o o o o v oo oo - 494,79
Diamond Drilling . + « v o ¢« o » o+ 7,148.00.
Geological Survey . . .« ..+ . & 350.00
Reservoir Maps . . . . ‘. PN 500. 00

Arch Dam Design and Layout 16, 509. 20

Subtota11957-1958 ¢ o 9 s o & s & 3 s v o c.o . .$ 30;550-92

[y

TOLAL v o v v e v e e e e e e §96,504,13

Exhibit “A" and made a part heréol” by THIN YEICTENCE HE’ TOUURI wre”

same was cet forth ot length herein, and
' Vice President

BE IT PURTHER REGOLVED that the x_’regidgnt/and Secretary

of the District ere hereby z_autboriied_‘.a:;df empowered to execute such

34



A RES0LUTION authorizing the execution of a
contract between Public Utility District No. 1

of Snohomish County and the City of Everett for
the construction of a dem and other items pertain-
ing to the muitipurpose development of the Sulten

Adver. | . 4 2z >

WHEREAS the Distriet is engaged in the electric light and
power business in Snohomish County and elsevwhere and is further
engaged in the business of water supply for domestic consumption to
certain of the residents of Snchomish County and _ _

WHBREAS the District 1s empowered by law to contract pertain~
ing to the development of power _and water resources asvailasble to the
residents of Snohomish County, and

VHEREAS t'né City of Everett is engaged in fhe storagze, sele
and distribution of ;rai:er x-rithi_n. the City of i-}verett end elseviere in
Snchomish County and

WHEREAS 1t is deemed to the best interests of both the
District and the City to construct end maintaln =a dsm and certain
other Tacilitiea updn fhe Sultan River for "suct.x purposea end as
more specificelly outlined in the application of the District to the
Federal Power Comndssion, Comi;aion Ho. 2157, of November 21, 1957,
and ' .

WHEREAS all these matters have been fully considered by
the District, |

ROW, WORE, BB IT RESOLVED by the Commission of Public
Utility District Wo. L of Snohomich County thet it is in the bést
intereste of the District thet the pistrict proceed with the construc-
tiou of the pi'oJect s outlined in the appliéation of the District
before the Pederal Power Commission as abovementioned, and -

E IT E‘im’{'EHB%I,ZT‘:.SQLVED that the District enter into a
contract with tixe City of Bverett for suchpurpose and in the form
ns set Fortl in that sgreement abtached hereto and marked
Tehibls “A' and made a pert.hereof by this reference as though the
sacse vas set forth at length herein, and

BE IT PURTHER RESOLVED that the President/mnd Secretary

- ~ R IR Y L T L P TV, LY

Vice Precident 3 ?
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33 IT FUR‘Tm’-.‘.R RESOLVED that the Manager of the District
shall take such. oteps atc he mey deem necessary to fulfill the . |
condition: of such coutrect, and shall proceed immediately to
require tihe engineers and attorneys to do éuch things which may
be pecegsery 1o procu:ée the necessary license and permits from the
Federal Power Commission end others, énd that eeid engineers sha’llv
i‘ﬁrther ve instructed to immediately proceed t.o do such f‘uz;the_r '

engineering work as uwey be reguired in preparation:for the plans

of construction of such project as mey. be required for _':‘,ssp.ing call.

for bids/for plans end specifications and other things which may

 be required for issuance for cell for bids for construction of

sald Stege One end for the eaie and issusnce of bonds to finance

the seme, and

BE TP FURTHER RBSOLVED thet the Distriet does hereby

‘consent to the City of Everett waking application to the Federal

Pover Conmission to join in the ’afzplication of - the Dis*briut i‘or
tae congiruction of the above-nent:.onea progect or to meske such other
opplication for the purposes -of cazrymg_, out the intent of the project
end at may be required by the Federal Power Comission and the
imnsger ic hereby given authority to approve any such form or forms
vhiéh said ?ederal Power Connniésion way require.

This Resolution shall become effective {mmediately upon

ihe execution of said contract by the City of Everett.

PASSED AND APPROVED this </ day of  “ieciy
: m - /

7 &

- ;‘ ad .
. 7
N / oL L2 \2';4;/«1/‘

President

A

: Vice President

‘/éf/,(,J&Mu/ 4. h,)j/»/\-:f/ :
Secretary %

A& e s

19 #.0 .
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CERTIFICATE

I, the undersigned, do hereby certify that I am the duly elected
Secretary of Publie Utiiity District No. 1 of Snohomish County and that
the gttached and foregoing is.a true and correct copy of a resolution,
No. 7% __, of the District, enmtitled:
: 7 - - .
A RESOLUTION authorizing the execution of a contract
between Public Utility Distriet No. 1 of Snohomish : ‘
County and the City of Everett for the construction ;
of o dam and other items pertaining to the multi-
purpose development of the Sultan River

that seid resolution was adopted by the affirmative vote of the Commissioners
of said Distriect at a regular meeting held on'July 21, 1960, at which all

of the members of the Commission were present; ' '

that said resclution has not been a.ltére_d or emended and the same is in

full forece and effect.

TN WITNESS WHEREOF, I have hereunto set my hand end affixed the official - i

geal of said District this 2lst day of July, 1960.

! e, A ' :
At ler s ﬁ @ VoaAy
Williem B. Berry, Secretary ) :
Public Utility Distriet No# o

of Snohomish County, Washington. )

" (sEAL) ' , :

S

w’hs. Y



RESOLUTION NO. &4

‘ "y A3, the City of Everett has been negotiating
for: severa‘fﬁﬁggrs’with gLy S utility District No. 1 of
Snohomish County for the eyecution of a contract for the con-
struction of a»gam in the Sultan River for the storage of water
and development of hydro~electric power for the mutual benefit
of both parties, and

. WHEREAS, said contract has been carefully drawn and
discussed by all parties and agreement has been reached between
the parties,

NOW, THEREFORE, BE IT RESOLVED: That George Gebert
Mayor of the City of Everett, and Elmer J. Lewls, City Glerk o
the Citg of Bverett, be and they are hereb%hauthorized and
directed to execute and sign on behalf of the Cit? of Everett
an agreement between the Public'Utilitg Bistrict -Ng. 1 of
Snohomish County and the Gity of Everett, a copy. of which

contract is hereto attached and made a part of this resolution.

.. ¢
¢ Arwp \So\.\(‘:ix--m

Councitman introducing Resolution

. : s¢ , : :
PASSED by the City Council this _Z/  day of July, 1960.

. 5T
APPROVED this 2/ day of July, 1960,

xd -

Cawe. - (

.




