MINUTES OF THE MEETING OF THE COMMISSION

January 27,2015

The regular meeting of the Board of Commissioners of Public Utility District No. 1 of Whatcom County
was called to order at 8:00 a.m. by Commissioner Jeff McClure. Said meeting was open to the public and
notice thereof had been given as required by law. Those present included Commissioner Mike Murphy,
Commissioner Paul Kenner and Legal Counsel Jon Sitkin. Staff: Steve Jilk, General Manager; Ann
Grimm, Administrative Assistant; Annette Smith, Director of Finance; Rebecca Schlotterback, Manager
of Contracts and Compliance; Duane Holden, Manager of Construction and Facilities; Alec Strand,
Project Manager; Paul Siegmund, Manager — Technology and Automation; Jon Littlefield, Electric

System Supervisor; Mike Macomber, IT-SCADA Technician; and Lew Gaskill, Accountant I.

Public attending: Greg Brown, and Max and Carole Perry citizens.

Public Comment
No comments made.

Approval of the Meeting Minutes and Claims

The Commissioners were presented with the Minutes of the special meeting held January 6, 2015 and the

following Claims of January 27, 2015:

VENDOR NAME
3-D CORPORATION
ANDGAR CORPORATION
APPLIED DIGITAL IMAGING
BAY CITY SUPPLY
BONNEVILLE POWER ADMINISTRATION
CENTRAL WELDING SUPPLY
COMCAST
CORNERSTONE MANAGEMENT, INC.
EDGE ANALYTICAL LABORATORIES
FEDERAL EXPRESS
FERNDALE ACE HARDWARE
FERNDALE CITY OF
FERNDALE LUBE
FERNDALE TRUE VALUE HARDWARE
HARDWARE SALES, INC.
HARRIS GROUP, INC.
HD FOWLER CO, INC
HEALTH PROMOTIONS NORTHWEST
INTERNAL REVENUE SERVICE
KCDA PURCHASING COOPERATIVE
LITHTEX NW LLC
NESS CRANE SERVICE, INC
NORTHWEST FENCE, INC
NORTHWEST MOWING & GARDENING
NORTHWEST PROFESSIONAL SERVICES
ON-SITE TESTING
P&P EXCAVATING, LLC
PACIFIC SURVEY & ENGINEERING
PAYROLL
PORTAL WAY FARM & GARDEN
PROBUILD - OSO LUMBER
PUBLIC UTILITY RISK MANAGEMENT SERVICES
PUD #1 OF WHATCOM COUNTY
PUGET SOUND ENERGY, INC

AMOUNT
1,641.33
3,010.88

101.09
248.03
628,171.00
217.41
115.96
21,297.31
140.00
4.80
287.60
376.57
88.97
108.50
122.05
38.32
31.32
90.00
11,732.71
100.72
311.40
782.64
18,913.80
447 .42
711.25
69.00
2,495.50
4,692.50
153,368.75
43.46
108.30
21,305.79
3,674.61
816.01
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RICOH USA 22555

RICOH USA FINANCIAL SVC 152.18
SOUND SHREDDING & RECYCLING 28.00
SPECIALTY ENGINEERING, INC 9,504.05
THATCHER COMPANY OF MONTANA 18,915.76
UTILITIES UNDERGROUND LOCATION 15.66
VERIZON WIRELESS 1,028.38
WA FEDERAL VISA CARD MEMBER SERVICES 3,947.27
WA PUBLIC UTILITY DISTRICTS ASSOCIATION 14,146.00
WA ST DEPT OF ECOLOGY-CASHIERING 3,193.00
WA ST DEPT OF REVENUE 63,480.13
WA ST DEPT TRANSP-NW REGION 115.76
WALKERS FLOORING & INTERIORS, INC 2,949.95
WASHINGTON WATER UTILITIES COUNCIL 250.00
WESTERN CONFERENCE OF TEAMSTERS 6,050.00
WESTERN FLUID COMPONENTS 80.24
XEROX CORPORATION 106.67
YEAGER'S SPORTING GOODS 75.62
GRAND TOTAL $ 999,929.22

ACTION: Commissioner Kenner motioned to approve the Minutes of the meeting held January 6, 2015
and the Claims of January 27, 2015. Commissioner Murphy second the motion. Motion passed
unanimously.

Approve Amendment No. 4 to Pacific Surveying and Engineering Professional Services Agreement
Background: The District has an Agreement for Professional Surveying and Engineering Services (PSA)
with Pacific Surveying and Engineering (PSE). The term of the Agreement was to expire on December
31, 2014. During January of this year, Staff issued a new RFQ for Surveying and Engineering Services.
However, in the interim period prior to selection of one or more firms to provide such services as may be
needed in the future, there is an immediate need for services related to the District’s Grandview fire water
supply system.

Due to this current need for services, staff recommends approval of extending PSE’s PSA for an
additional six-month period, ending June 30, 2015. Such action would enable PSE to continue work tasks
associated with investigation of alternatives and associated costs for improving the Grandview fire water
supply system. This work is essential to developing and presenting a proposal, including a cost estimate
to Whatcom County so that the County can expeditiously decide whether to provide Economic
Development Investment (EDI) funds to help finance the anticipated capital improvement project.

Prior to performing any specific work tasks, PSE and District Staff will develop work order(s) to be
approved by the District.

Approval of Amendment No. 4 will have no fiscal impact on the 2015 operating budget as the budget
includes funding for professional surveying and engineering services.

ACTION: Commissioner Murphy motioned to approve Amendment No. 4 to the Professional Services
Agreement with Pacific Surveying and Engineering, which extends the Term of the Agreement through

June 30, 2015, and authorizes the General Manager to sign and execute the Amendment. Commissioner
Kenner second the motion. Motion passed unanimously.

Approve Resolution No. 691 — Adopting a Water Service Policy Regarding Water for Fire Flow and
Fire Hydrant Connection

Background: Pursuant to Chapter 54 RCW, the District has the authority but not the obligation to provide
water for domestic, commercial industrial, agricultural and other lawful purposes to customer in the
District’s Retail and Wholesale Service Areas as defined by the District’s Water System Plan and the
County Coordinated Water Supply Plan. The District also has the authority to install and maintain fire
hydrants and provide water for fire suppression as a Special Purpose District as defined by Washington
State laws.
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In order to align the District’s provision of water for fire flow and fire suppression and in light of
Washington State laws regarding the provision of water for fire flow and fire suppression, a District
policy is a benefit of the District. In affirmative language, the policy states in part that ... water supply
may be interrupted for maintenance purposes, and/or due to unforeseen conditions or circumstances
which may include without limitations, the conditions of the water supply source (i.e. river conditions,
mechanical breakdown of the District’s system equipment or infrastructure, or other causes or factors not
controlled by the District.”

The policy also states that it is the customer’s responsibility to provide adequate fire protection for their
property, employees, equipment, processes, and/or products to prevent damage or loss in the event of
water service interruptions or service irregularities; and, that all liabilities and obligations related to fire
suppression and maintenance of fire suppression systems, including fire flow and fire suppression water
facilities owned by the customer of the District, including pressurization, maintenance and the operation
there of, shall be the sole obligation and liability of the customer of the District.

In December 2014, the Commission adopted Resolution No. 690 to adopt a Water Service Policy
Regarding Water for Fire Flow and Hydrant Connections. Legal Counsel Sitkin said that following the
policy adoption, Whatcom County was sent a copy of the policy and had questions and some concerns
about the policy and recommended changes. As a result, meetings were held with the County
Administration which included the County Executive, Fire Marshal and others from the County to discuss
the policy and other fire flow service issues. As a result of those discussions, District staff is
recommending that the Commission adopt an amended version of that policy.

District staff and legal counsel have made proposed changes to the policy to reflect concerns brought by
the County, mainly to clarify the responsibility of the District and customers of the District using water
supplied by the District for fire flow purposes and the obligations of owners of fire suppression systems
that use District supplied water.

Resolution No. 691 will rescind Resolution No. 690 and Resolution No. 565. Resolution No. 691 will
adopt the amended version of the Water Service Policy Regarding Water for Fire Flow and Fire Hydrant
Connections. This policy provides the guidelines to District staff and notice to existing customers and
potential customers of the requirements for the District in providing water for these purposes and the
limitations on the availability of this service to customers. If approved, Resolution No. 691 will establish

guidelines for the provision of water for fire flow and fire suppression. There is no fiscal impact to the
District.

ACTION: Commissioner Murphy motioned to approve Resolution No. 691, adopting a Water Service
Policy Regarding Water for Fire Flow and Fire Hydrant Connections. Commissioner Kenner second the
motion. Motion passed unanimously.

Approve Strategic Planning Process and Approve Professional Services Agreement and

Task Order No. 1 with Maul Foster Alongi

Background: At the January 6, 2015 Commission meeting, Legal Counsel Sitkin presented information
on preparing an updated District strategic plan process to address capital planning, operational planning,
and policy direction for the District.  Sitkin explained that with the assistance of Jim Darling with Maul
Foster Alongi, a flow chart was developed that outlines a potential strategic process that the District may
engage in. The proposed process to meet the goals and long term actions of the District is scheduled to
begin in February and anticipated to be completed in June 2015. Following that presentation, the
Commission directed staff to assure that meaningful stakeholder and public outreach on a draft strategic
plan would be provided for throughout the strategic planning process. District staff recommended that
this phase of the process be conducted by District staff and/or members of the Commission rather than an
outside consulting team. Open houses, stake holder customer meeting and/or public comment
opportunities are all methods that can be used to obtain public outreach.

Prior to today’s meeting the Commission received a memorandum outlining the recommended process for
the District’s strategic planning effort. Certain phases are best facilitated by an outside consulting firm,
and it is recommended that the District retain the consulting firm of Maul Foster Alongi for the process.
Sitkin recommended that the Schedule and Workshop timing for the process is targeted to be completed
in time to inform the budget planning process for 2016. The recommendation is that workshops occur
from 8:00 a.m. to noon. A date was proposed for the first workshop and a preliminary agenda provided.

The Scope of Work for the Strategic Planning Process completes Tasks 1 — 4. If the Commission
approves the Professional Service Agreement the cost estimate to perform Tasks 1 — 4 is $12,350 plus
expenses. Commissioner Murphy requested the definition of “expenses”. Sitkin indicated it could be
mileage or consumable items (such as posters, handouts, etc.) and that the District will manage the costs.
The Commission discussed available meeting times and it was determined that Friday, February 27 from
8:00 AM to noon would work best, and to hold the first workshop at an off-site location to be determined.
A special meeting will be called with finalized details at the next meeting.
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