MINUTES OF THE MEETING OF THE COMMISSION

January 8, 2019

¢ Oath of Office — Atul Deshmane
Ann Grimm, Notary Public and Administrative Assistant/Clerk to the Commission administered the oath of
office for Deshmane and he was officially sworn into office. The completed oath will be returned to the
Whatcom County Auditor’s Office for recording.

¢+ Call to Order | Pledge of Allegiance
The regular meeting of the Board of Commissioners of Public Utility District No. 1 of Whatcom County
was called to order at 8:03 a.m. by Commissioner Jeff McClure and Pledge of Allegiance recited. Said
meeting was open to the public and notice thereof had been given as required by law. Those present
included Commissioner Mike Murphy, Commissioner Atul Deshmane and Legal Counsel Jon Sitkin. Staff:
Steve Jilk, General Manager; Ann Grimm, Administrative Assistant; Annette Smith, Director of Finance;
Brian Walters, Assistant General Manager; Duane Holden; Director of Utility Operations; Rebecca
Schlotterback, Manager of Contracts and Compliance; Jon Littlefield, Electric System Supervisor; Mike
Macomber, IT/SCADA Tech; Aaron Peterson, IT/SCADA Tech; and Traci Irvine, Accountant I.

Public attending: Natalie McClendon, Citizen
Carole Perry, Citizen
Max Perry, Perry Pallet
Rick Maricle, Citizen
Pat Pollock, BP Cherry Point
Dave Olson, Citizen
Carol Frazy, Whatcom County Council
Mike Kaufman, Citizen

¢ Public Comment
Carol Perry referred to the comments she made at the last Commission meeting on the SB6091 process.
Although it is an ill-conceived bill, the PUD is in a unique position. Perry read a paragraph from a letter
composed by a County Council Member in communication with another County Council member, which
stated in all the work accomplished over the decades, the job was well done by the Planning Unit. There
were no seething remarks but Perry called on this as an example of how citizen input has affected the
process — all the time and energy put into the work has brought a lot to the citizens of Whatcom County.

Mike Kaufman said he was the chief ‘architect’ of Chapter Five (5) of the Whatcom County
Comprehensive Plan on Utilities. The County Council now in its fifth (5*) moratorium in place at Cherry
Point. Kaufman said he assisted in dealing with right-of-ways, writing policies for the Georgia Strait
Pipeline Project, shortly after the Bellingham pipeline explosion. He has also worked on electric
generation to power Cherry Point. He is excited for Commissioner Deshmane as a new Commission
member to move forward into a new chapter. Kaufman said the PUD should do more for citizens to take
over all utilities and not be held hostage to private utility corporations. Commissioner McClure thanked
them for their comments.

4 Approval of the Meeting Minutes and Claims
The Commissioners were presented with the Minutes of the Regular Meeting of December 18, 2018 and
the following Claims of January 8, 2019.

VENDOR NAME AMOUNT
AIR COMPRESSOR SERVICE 1,812.62
APPLIED DIGITAL IMAGING 1,567.45
BALANCING SERVICE COMPANY, INC 1,404.70
BAY CITY SUPPLY 187.55
BELLINGHAM HERALD 1,168.14
CENTRAL WELDING SUPPLY 73.45
CHMELIK SITKIN & DAVIS 2,695.00
CORNERSTONE MANAGEMENT, INC. 11,035.13
FASTENAL 44.88
FEDERAL EXPRESS 11.07
FERNDALE ACE HARDWARE 173.71
FERNDALE CITY OF 178.30
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FRONTIER

HACH COMPANY

HARDWARE SALES, INC.

HEALTH PROMOTIONS NORTHWEST
KAMAN FLUID POWER LLC

KCDA PURCHASING COOPERATIVE
MASSMUTUAL RETIREMENT SVCS LLC
MOTOR TRUCKS, INC

NATIONAL SAFETY, INC.

NORTHWEST CASCADE, INC.

NORTHWEST MOWING & GARDENING

NW PUBLIC POWER ASSOCIATION

ON-SITE TESTING

PACIFIC SURVEY & ENGINEERING

PACIFIC UNDERWRITERS CORP INC
PAYLOCITY

PERFORMANCE INFORMATION TECHNOLOGIES
PITNEY BOWES GLOBAL FINANCIAL SERVICES
PLATT ELECTRIC SUPPLY CO

PUBLIC POWER COUNCIL

PUBLIC UTILITY RISK MANAGEMENT SERVICES
PUGET SOUND ENERGY, INC

RDS - RECYCLING & DISPOSAL SERVICE
REGENCE BLUE SHIELD

REISNER DISTRIBUTION, INC

RICOH USA

SEATTLE TIMES

SMITH MECHANICAL

SSC - SANITARY SERVICE COMPANY
STERICYCLE ENV SOLUTIONS

TEAMSTER LOCAL #231

UNITED WAY OF WHATCOM COUNTY
UTILITIES UNDERGROUND LOCATION
VERIZON WIRELESS

WA ST DEPT TRANSP-NW REGION
WASHINGTON DENTAL SERVICE
WASHINGTON TEAMSTERS WELFARE
WATERHOUSE ENVIRONMENTAL SERVICES
WHATCOM COUNTY PUBLIC WORKS ACCTG.
WHATCOM JANITORIAL

WHISTLE WORKWEAR

GRAND TOTAL

1,374.08
3,715.12
49.56
90.00
51.64
106.70
8,983.33
395.81
671.62
112.50
514.54
115.00
233.00
1,430.00
500.00
25.50
1,440.00
159.68
19.99
8,112.00
38,209.31
6,999.17
43.73
37,487.06
940.84
285.45
964.59
143.76
386.76
29.00
407.00
612.00
14.19
1,658.54
1,132.66
2,388.30
10,040.70
31,247.10
93,310.48
1,250.00
205.43
$276,108.14

ACTION: Commissioner Murphy motioned to APPROVE THE MINUTES OF THE REGULAR
MEETING HELD DECEMBER 18, 2018 AND THE CLAIMS OF JANUARY 8, 2019. Commissioner
Deshmane second the motion. Motion passed unanimously.

Approval of Resolution 752 — Update to Employee Compensation Policy

This is a recommendation for the Commission to adopt a resolution amending the District’s Employee
Compensation Policy. This policy provides guidelines for establishing a methodology for updating and
setting salary ranges for all non-bargaining unit employee positions, establishing employee positions and
job descriptions for all positions, and information on additional benefits and compensation as offered by

the District.
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If approved, Resolution No. 752 will update the following section of the Employee Compensation Policy
Jfor Administrative Employees:
Separation of Employment — revised to include the following underlined text in item three (3):
1) Vacation and Floating Holidays: All accrued vacation and floating holiday leave benefits will be
paid at one-hundred percent (100%) at time of termination.

2) Sick Leave Benefits: Any accrued sick leave benefits will be cashed out at twenty-five percent
(25%) of the unused balance at time of termination.

3) Death: Ifthe employee dies while employed by the District, the employment is terminated
immediately. Upon such termination, the employee will receive his/her final paycheck, plus all
accrued but unused benefits as noted above in item 1; and, any accrued sick leave benefits will be
cashed out at one hundred percent (100%) of the unused balance at time of termination due to
death.

All actions taken by the General Manager to implement the Compensation Program will be within the
annual budget as approved by the Commission.

ACTION: Commissioner Murphy motioned to ADOPT RESOLUTION NO. 752 — A RESOLUTION
OF THE BOARD OF COMMISSIONERS OF THE PUBLIC UTILITY DISTRICT NO. 1 OF
WHATCOM COUNTY (“DISTRICT”) AMENDING THE EMPLOYEE COMPENSATION POLICY
FOR THE PURPOSES OF UPDATING SEPARATION OF EMPLOYMENT TERMS FOR
ADMINISTRATIVE EMPLOYEES. Commissioner Deshmane second the motion. Motion passed
unanimously.

Whatcom County Water Storage Report — Charles Lindsay, Associated Earth Sciences

Background: A meeting in the spring of 2018 between the agriculture community, the Agricultural Board
and the South Lynden Watershed Improvement District to discuss water supply for irrigation and drought
planning was the basis for the PUD’s decision to commence a study of potential water storage projects.

Charles Lindsay of Associated Earth Sciences, Inc. presented a report to the Commission on the research
of potential storage projects. A study for off-channel storage from the 1990s was re-visited, as well as
looking at what locations could be deemed as acceptable water storage today. Highlights included:

Nooksack River Flows

Summer and late fall flows in the river and many Whatcom County lowland streams do not consistently
meet minimum instream flow requirements. Failure to meet minimum instream flow results in significant
restrictions on new municipal, agricultural and other out-of-stream water use.

In- and Off-Channel Water Storage

Using outlet control structures and possibly low berms/dikes to create or enlarge lakes for the storage of
water. Precipitation and/or surface water runoff during the wet winter months, and/or Nooksack River
water that could be routed/pumped directly into storage. Then the stored water could be used during the
times of year when streams are not meeting instream flow requirements.

Various Uses
Stored water could be used for in- and off-channel uses such as wetland/habitat enhancement, mitigation
for new water rights and irrigation.

Potential Water Storage Projects

Seven (7) locations were identified:
e Barrett Lake

Keefe Lake

Keefe Reservoir

Lake Terrell

Judson Lake (A natural land depression, NE of Lynden)

Kamm Creek Floodplain Lake (E of Lynden, upstream of Nooksack’s Hannegan Bridge, within

close proximity to the river for pumping)

e Pole Road Mine/Gravel Mine Lake (has continuous year-round recharge, subsurface flow to the
west and into the Nooksack)
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Evaluation Criteria and Ranking
Each storage site was evaluated on the following:

Criteria Ranking Value Range

Storage Volume (acre feet) Low — High 1-5

Proximity to Ag Land and Far — Close 1-5

Quality Poor — Good

Number of and Far — Close 1-5

Proximity to Regulated Streams Poor — Good

Potential Groundwater Seepage Loss High — Low 1-5

Regulatory Complexity (i.e. international boundaries, dams, | High — Low 1-5

levees)

Property Ownership Complexity (number of owners) High — Low 1-5

Potential Wetland Enhancement (minor, moderate, high) Low — High 1-5
Ranking Matrix Results

Site Storage | Ag Land | Proximity GW Regulatory | Property Wetland | Final
Volume | Proximity of Seepage | Complexity | Ownership | Enhance- | Score
& Regulated Loss Complexity ment
Quality Streams

Barrett Lake 1 4 2 1 4 1 1 41
Keefe Lake 2 4 2 1 4 5 3 57
Lake Terrell 5 2 4 5 2 1 5 64
Judson Lake 1 5 4 3 1 4 2 54
Kamm Lake 3 4 2 1 4 5 4 64
Pole Rd 3 3 2 1 5 5 1 58
Mines

e The highest scorers were Keefe Reservoir, Lake Terrell and Kamm Floodplain Lake;
e Middle scorers included Pole Road Mines, Keefe Lake and Judson Lake.
e The lowest scorer was Barrett Lake.

Potential Next Steps
Lindsay identified the next steps in the process:
e Select the Pilot Project
o Identify/Involve Teaming Partners
o In-Depth Evaluation of Regulatory and Land-Use Issues
s Site-Specific Evaluations of:
o  Storage Volume
o Water Availability
o Infiltration Losses
o Passive and/or Direct Recharge Potential

Several issues were discussed such as regulatory complexity. Pat Pollock inquired about Tennant Lake
and the section of the Slater Road “valley” which is prone to floods; but doesn’t know what the tribe’s
position is on that location. Decisions begin to weigh heavily and he asked if there are other potential uses
besides agriculture — like possible power generation? Jilk responded that there is no plan for power
generation at this point, but the PUD will be developing ideas of alternative energy production later in the
year. Lindsay added that the weighting factor is the second highest complexity and land use is next. Even
though it doesn’t change the overall makeup of the matrix, the more people involved the greater the
timeframe for development of a project.

Elements that were not included in the initial report were water quality and storage water temperatures
and the Department of Ecology rule on moving water — groundwater recharge into “surface” water; and
surface water into groundwater — literally diluting and not considering pollution or contaminates such as
nitrates. Water treatment was also not reviewed and whether or not wetlands would help influence where
water storage would be located if the intent of the project was related to natural habitat.

Working with the Ag groups, the District should identify partners (Ag, fisheries, tribes, cities, etc.) to
determine where stream augmentation is needed the most and to integrate this information into greater
discussion of how to meet these needs and get water to where it is needed. Determining these locations
raise the level of discussion on much broader supply. Following the Commissions directive from the
Strategic Plan 2025, the District will continue to focus on being a problem solver for both its core service
to Cherry Point and support of agriculture.
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The District is waiting to hear from the Puget Sound Partnership for up to $200,000 of funding for the
development of a county water supply plan. Jilk said he should have a recommendation to the
Commission at one of the February meetings. The Ag Board applied for funds on a drainage based
management program, including stream and habitat restoration.

Carole Perry commented that John Covert from the Department of Ecology (Spokane) presented
information to the Whatcom County Council and WRIA-1 Planning Unit on land use, water use and river
flows. She said the information was practical and readily accepted.

Rick Maricle thought the purpose of the water storage study (in 2010) was to provide treated water to
Cherry Point industries and stored for emergency use purposes; had this been abandoned? Jilk replied
that the Murray Smith and Associates storage feasibility study was not abandoned, our Cherry Point
customer told the District not to spend the money to develop the “post treatment” storage at that time.

Commissioners thanked Lindsay for the information and presentation.
ACTION: Information only, no action taken.

Approve Commission Meeting Schedule for 2019

To provide the general meeting schedule for Commission, District staff and public for year 2019, and to
review potential meeting date changes, the Commission meeting schedule is presented for consideration.
During the year, meeting schedules may be revised to respond to individual needs and other industry
training and meeting schedules as well as national holidays.

Regular review and confirmation of District meetings provides good opportunities for Commission and
public interaction and communication and opportunities for managing Commission action. The calendar
for the 2019 Commission Meeting dates proposed at this time was presented. It follows the regular
meeting schedule of the second (2™) and fourth (4%) Tuesdays and allows for consideration of any federal
holidays. The only variation of this schedule will be the last meeting in December 2019, changed from
December 24 to December 17. This calendar also includes Washington Public Utility Districts
Association (WPUDA) meetings, Washington Water Utilities Council (WWUC) meetings, County
election information, and other important dates. As other associations such as the Watershed
Improvement Districts, Small Cities Partnership and WRIA-1 meeting dates are still pending, they will be
added to the schedule when available.

New for 2019, will be Commission Work Sessions, where at one (regular) meeting per month, a specific
topic such as alternative energy will be discussed in-depth. This annual schedule of topics is currently in
the development process.

ACTION: Commissioner Murphy motioned to approve the 2019 Commission Meeting Schedule as
presented today. Commissioner Deshmane second the motion. Motion passed unanimously.

Elect Commission Officers and Select District Representatives to Agencies for 2019

Each year the Commissioner elects officers for the Commission for the upcoming calendar year and acts
to approve Commission and staff representatives to agencies that the District is a member of. The
Commission takes action on the election of officers without recommendation from staff.

ACTION ITEM No. 1: Commissioner Deshmane motioned TO NOMINATE MCCLURE AS
PRESIDENT. Commissioner Murphy second the motion. Motion passed unanimously.

ACTION ITEM No. 2: Commissioner Deshmane motioned TO NOMINATE MURPHY AS VICE
PRESIDENT. Commissioner McClure second the motion. Motion passed unanimously.

ACTION ITEM No. 3: Commissioner McClure motioned TO NOMINATE DESHMANE AS
SECRETARY. Commissioner Murphy second the motion. Motion passed unanimously.

The Commission selected District Representatives to the following agencies (to have representatives
designated by the Commission to speak on behalf of the District as appropriate):

District Representatives:
Commissioner McClure recommended District Representatives in 2019 for the below listed agencies as
the following:

Washington Public Utility Districts Association (WPUDA) Representative: Commissioner Murphy
(currently 2018 representative), to remain the same for 2018.
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WPUDA Committees and respective District Designees were also selected for 2019:

Committee Primary Representative Alternate
Board of Directors Mike Murphy Atul Deshmane
Managers Committee Stephan Jilk Brian Walters
Government Relations Mike Murphy Atul Deshmane
Communications Committee ~ Atul Deshmane Stephan Jilk
Energy Committee Atul Deshmane Brian Walters
Water Committee Mike Murphy Stephan Jilk

Whatcom County Economic Development Investment (EDI) Board: Commissioner McClure (currently
2018 representative) to remain the same for 2019.

Public Utility Risk Management Services (PURMS) — (Elected) Representative: Commissioner Kenner
was 2018 representative and Steve Jilk (GM) and Annette Smith (Finance Director) as voting alternates.
For 2019, Commissioner Deshmane was selected for 2019 representative; voting alternates Jilk and Smith
will remain the same for 2019.

Watershed Resource Inventory Area No. 1 (WRIAI) — Appoint WRIA 1 Watershed Management Board
Representative and alternate; and appoint WRIA 1 Planning Unit representative and alternate.

WRIA 1 Primary Representative Alternate
Watershed Management Board Atul Deshmane Stephan Jilk
Planning Unit Stephan Jilk Rebecca Schlotterback

Energy Northwest — The District isn’t currently a member in Energy Northwest, however, with continued
developments of energy transmission and distribution related issues for the District, there may be benefit
to rejoin Energy Northwest. There is no cost to the District. The District will look into rejoining Energy
Northwest and selected Commissioner Deshmane as District representative should the Commission
decide to rejoin in 2019.

ACTION: Commissioner Murphy motioned to APPOINT DESIGNATED REPRESENTATIVES TO
THE FOLLOWING AGENCIES:
1. MIKE MURPHY AS DISTRICT REPRESENTATIVE FOR WASHINGTON PUBLIC
UTILITY DISTRICTS ASSOCIATION (WPUDA);

2. WPUDA COMMITTEES:

BOARD OF DIRECTORS: PRIMARY/MURPHY ALTERNATE/DESHMANE
MANAGERS COMMITTEE: PRIMARY/JILK ALTERNATE/WALTERS
GOVT RELATIONS: PRIMARY/MURPHY ALTERNATE/JILK
COMMUNICATIONS: PRIMARY/DESHMANE ALTERNATE/JILK
ENERGY COMMITTEE: PRIMARY/DESHMANE ALTERNATE/WALTERS
WATER COMMITTEE: PRIMARY/MURPHY ALTERNATE/JILK

3. JEFF MCCLURE AS REPRESENTATIVE FOR WHATCOM COUNTY EDI BOARD;

4. JEFF MCCLURE AS REPRESENTATIVE FOR WHATCOM COUNCIL OF
GOVERNMENTS, STEVE JILK AS ALTERNATE;

5. ATUL DESHMANE AS REPRESENTATIVE FOR PUBLIC UTILITY RISK MANAGEMENT
SERVICES, STEVE JILK/ANNETTE SMITH AS VOTING ALTERNATES;

6. ATUL DESHMANE AS REPRESENTATIVE FOR WRIA1 WATERSHED MANGEMENT
BOARD AND STEVE JILK AS ALTERNATE; STEVE JILK AS REPRESENTATIVE AND
REBECCA SCHLOTTERBACK AS ALTERNATE FOR PLANNING UNIT; AND

7. ATUL DESHMANE AS REPRESENTATIVE FOR ENERGY NORTHWEST.
Commissioner Deshmane second the motion. Motion passed unanimously.

Manager’s Report
Department of Health — Pilot Project Final Report
Dave Olson’s final report on the two-year project Whatcom County Group A Water System Technical
Support Program Pilot has been accepted by the Department of Health, and he is awaiting word on a
schedule to formally present the information. The report was distributed to the Commissioners and Jilk
called out two particulars, related to our Strategic Planning effort:

Page 41 “Consistent with its core values, the PUD is committed to the ongoing process of
building trust and confidence in the community, and fostering an environment of water system capacity
development.”
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