REGULAR MEETING OF THE BOARD OF DIRECTORS

\./A AGENDA

E BELLEVUE CITY HALL — ROOM 1E-108
December 17, 2008
WATER LLIANCE 3:30 PM
1. CALL TO ORDER
2. ROLL CALL
3. EXECUTIVE SESSION
4, PUBLIC COMMENT — Comments limited to three minutes per speaker; three

speakers on each side of any topic.

5. CHIEF EXECUTIVE OFFICER’S REPORT

a.

Staff Reports
1. Finance and Administration — view PDF >
2. Conservation — view PDF >

3. Tacoma Cascade Pipeline (No change from prior report; construction to
resume in February 2009.)

4.  Planning — view PDF >

5. Intergovernmental and Communications — view PDF >

6. APPROVAL OF AGENDA

7. CONSENT ACTION ITEMS
a. November 19, 2008 Regular Board Meeting Minutes — view PDF >
b. Motion to approve payment of warrants, including payroll, for the month of
December 2008. — view PDF >
c. Motion to approve renewal contracts with for general consulting services for
the calendar year 2009. — view PDF >
d. Resolution No. 2008-17 authorizing interfund loans from the RCFC Fund to

the Construction Fund for the purpose of paying Cascade expenses pending
the receipt of the proceeds of bonds; authorizing the transfer of funds; setting
aside the interest rate and terms of repayment; declaring its official intent to



10.

11.
12.

reimburse capital expenditures in connection with the purchase of property
from proceeds of a future borrowing; and providing for other related matters.
— view PDF >

Motion to approve execution of an amended agreement with Foster Pepper &
Shefelman, PLLC for legal services in an amount not to exceed $50,000 for
2008. — view PDF >

Motion to authorize the Board Chair or Vice Chair to execute an Employment
Agreement with Ed Oberg for continued services as the Cascade Chief
Executive Officer. — view PDF >

Motion to approve execution of the Extension Agreement extending the BPA
option for an additional three month period in exchange for an additional
$5,000 extension payment. — view PDF >

Resolution No. 2008-18 adopting a schedule of regular meetings as required
by the Open Public Meeting Act (Chap. 42.30 RCW). — view PDF >

OTHER ACTION ITEMS

a.

Motion to approve execution of consulting contracts with HDR Engineering,
Inc. ($50,000), Katz & Associations ($150,000), and Financial Consulting
Solutions Group, Inc. ($150,000). — view PDF >

Resolution No. 2008-19 adopting the Human Resources Employee
Handbook. — view PDF >

STAFF PRESENTATION

COMMITTEE REPORTS

a.

Audit Committee — December 17, 2008, 2:00 pm (Verbal report will be
provided.)

Executive Committee — no meetings held

Public Affairs Committee — December 2, 2008 Meeting Recap — view PDF >

Resource Management Committee — December 11, 2008 (Meeting Recap to
be provided in desk packet.)

NEW BUSINESS

NEXT REGULAR MEETING — Wednesday, January 28, 2009, Bellevue City Hall
—3:30pm



13. EXECUTIVE SESSION

a. Consider the qualifications of applicants for public employment
(approximately 30 minutes)

13. ADJOURN

NOTE: AS ALLOWED BY STATE LAW, THE BOARD OF DIRECTORS MAY ADD AND TAKE
ACTION ON ITEMS NOT LISTED ON THE AGENDA.

Directions to Bellevue City Hall
450 110" Avenue NE, Bellevue, WA 98004
(425) 452-6800

From 1-405 north or southbound:

Take NE 4" Street exit

Head West on NE 4" Street

Turn right onto 110" Avenue NE

Proceed ¥ block on 110™ Avenue NE and turn right into the entrance of Bellevue
City Hall's visitor parking lot.

BE SURE TO HAVE YOUR PARKING VALIDATED AT THE SERVICE FIRST
DESK ON YOUR WAY IN TO THE MEETING






Item No. 8 (b)
December 17, 2008

AGENDA MEMO

SUBJECT

Resolution Number 2008-19 adopting a Human Resources Policies and Procedures Manual.

BACKGROUND

An essential component of every business’s infrastructure is a document that describes its
human resources policies and procedures. Such a document is necessary for staff recruitment,
staff retention, and protection for the organization in the event of personnel-related issues. To
date, Cascade has operated without a human resources manual. Resolution Number 2008-19
(Attachment 1) would establish Cascade’s first Human Resources Policies and Procedures
Manual (Attachment 5).

The guiding principles for the development of the Manual include setting a framework for the
administration of personnel policies and procedures, presenting Cascade as an attractive
employer to potential employees, effectively communicating Cascade’s practices to current
staff, maintaining consistency with Members, and providing protection for Cascade in the event
of disagreements.

Most of the Manual’s components are standard in language and are consistent with general
business best practices. Several provisions, however, allow the Board more discretion in how
they are established. These more discretionary items are listed as “Key Policies” in Attachment
2. Included in the Key Policies are leave accrual rates, ramp down of the 457(b) retirement
matching benefits, and a grievance procedure (these are just examples; the full list of Key
Policies is in Attachment 2).

In setting leave accrual rates and salary adjustment policies, staff sought uniformity with its
Members. The results of a Member survey are shown in Attachment 3 and Attachment 4. As
shown in the attachments, Cascade’s proposed rates are at or below the Members’ average.

To ensure its legality, effectiveness, and consistency with the Members’ practices, the proposed

Human Resources Policies and Procedures Manual has been thoroughly reviewed by legal
counsel (Winterbauer & Diamond) and by Member Finance/Human Resources staff.

FISCAL IMPACT

Cascade’s 2009 Adopted Budget provides for salary and benefits as described in the proposed
Manual.





OPTIONS

1. Adopt Resolution Number 2008-19 adopting a Human Resources Policies and Procedures
Manual,

2. Refer the Human Resources Policies and Procedures Manual back to staff for additional
work to return to the Board at a later meeting.

RECOMMENDED ACTIONS

Move to adopt Resolution Number 2008-19 adopting a Human Resources Policies and
Procedures Manual.

ATTACHMENTS

1. Proposed Resolution Number 2008-19 — view PDF >

2. Key Policy Components — view PDF >

3. Member Leave Comparison Survey — view PDF >
4. Member Salary Adjustment Survey — view PDF >

5. Proposed Human Resources Policies and Procedures Manual — view PDF >







Attachment 2

Cascade Water Alliance
Proposed Human Resources Policies and Procedures Manual

Key Policy Components

Page | Key policy as proposed Alternative
Authorization for CEO to make
4 exceptions, with the written concurrence | No such authority
of the Board Chair
5 Employment “at will” Termination for cause
Cost of living allowances (COLA) at
10 Board’s annual discretion; 90% of CPI-W | “Hard-wire” annual COLA to an inflation
assumed for annual budget planning index such as CPI-W
purposes only
11 Authorize CEO to grant annual merit pay | No such authority, or authority for an amount
increases not to exceed five percent other than five percent
Allow COmITELE eirEa il lenEts Do not allow COBRA medical benefits
13 | following termination, at employee full following termination
cost via COBRA 9
. -
13 7A_> employer contribution to 401(a) An amount other than 7%
retirement account
13 PRISE G 2 S0{(3) @IS M GVEs Do not phase out, or phase out differently
three years
14 | Twelve holidays and personal days An amou_nt other than twelve (Member
average is twelve)
Annual and sick leave accrual rates — Different accrual rates (proposed schedule
15
see attached chart does not exceed Member average)
Annual and sick leave maximum allowed . :
Different maximum allowed balances
15 | balances at 40 days and 90 days,
. (Member averages are 40 and 116 days)
respectively
AIIow_CEO to establish beglnn_mg annual Establish beginning leave balances
15 | and sick leave balances effective upon .
; differently
adoption of the Manual
17 | Two days bereavement leave An amount ot_her than two (Members range
from zero to five days)
Although standard in structure and
23 | Whistle-Blower policy language, an alternative procedure may be

considered










Cascade Water Alliance
Member Leave Comparison Survey
November 26, 2008

Agency Vacation Sick Bereavement Other Notes
Max per] Holidays &

(in days) 1 year 5years 10 years Max accrual, Annual Max accrual occurence|  personal days
Bellevue 15 19 22 30 12 180 0 12
Covington 12 15 20 30 12 40 2 12 Excess vacation and sick are cashed out

Max vacation is two years accrual rate; may
Issaquah 12 15 21 30 12 158 11 . .
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, convert some sick leave tovacation
Kirkland 13 16 20 30 12 120

Exempt employees receive 6 additional vacation
Redmond 12 16 18 45 12 120 4 12
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, days
Sammamish 12 15 21 65 12 130 5 12
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Must use at least 50% of vacation earned during
Skyway 10 15 17 12 90

year
Tukwila 12 15 19 48 12 90
Average 12 16 20 40 12 116 3 12

Max vacation payout at termination is two years
Cascade 12 15 20 40 12 90 2 12

accrual rate









Attachment 1

‘ CAscADE WATER ALLIANCE
C /\i\ ST C D EN REsoLuUTION No. 2008-19

ATER ALLIAMNCE

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE CASCADE WATER ALLIANCE, A WASHINGTON
NONPROFIT CORPORATION, ADOPTING A HUMAN RESOURCES POLICIES AND PROCEDURES MANUAL
AND AUTHORIZING THE CHIEF EXECUTIVE OFFICER, WITH THE WRITTEN CONCURRENCE OF THE
BoOARD CHAIR, TO ADOPT AMENDMENTS NECESSARY OR ADVISABLE FOR THE EFFICIENT AND
EFFECTIVE ADMINISTRATION OF HUMAN RESOURCES.

WHEREAS, the Cascade Water Alliance (“Cascade”) is a Washington non-profit corporation
formed under authority of the Interlocal Cooperation Act (Chapter 39.34 RCW) to provide water supply
to its Members; and

WHEREAS, Cascade employs employees in furtherance of its stated purpose and objectives;
and

WHEREAS, the Board of Directors has determined that the interests of Cascade are served by
the adoption of an employee handbook setting forth Cascade’s personnel policies, procedures and
expectations;

NOW THEREFORE BE IT RESOLVED BY THE BOARD OF DIRECTORS OF CASCADE
WATER ALLIANCE as follows:

Section 1. Adoption of Human Resources Policies and Procedures Manual. The
Board adopts and approves for use the Employee Handbook and incorporated by this reference (the
“Manual”). The policies and procedures set forth in the Manual, as may be amended from time to
time, shall apply to all existing and future employees of Cascade. All Cascade resolutions, policies
and procedures which are inconsistent with the policies and procedures set forth in the Manual are
hereby superseded, rescinded and modified to be in accordance with the policies, terms and
conditions set forth in the Manual.

Section 2. Personnel Administration. The CEO shall be responsible for the supervision
and management of all Cascade employees in accordance with the Manual, federal, state and local
law, and other applicable policies of Cascade. The CEO, in the CEQO’s sole discretion, may delegate
to department heads and other supervisory personnel responsibility for supervision and management
of Cascade employees.

Section 3. Policy Authority Delegated. The Board authorizes and directs the CEO to
make minor amendments to those policies and procedures set forth in the Manual as may be
necessary and/or advisable, in the CEQO'’s discretion, and with written concurrence of the Board Chair,
for the efficient and effective administration of human resources by Cascade; provided, that proposed
amendments that may affect Cascade’s budget or any procedural rights or benefits afforded to
employees by the Manual shall be submitted to the Board for approval. Any amendments made by







the CEO shall be in writing, shall be attached to or otherwise incorporated into the Manual, and shall
be distributed to Cascade employees.

Section 4. Policy Authority Retained. The Board retains its authority to adopt,
implement and amend personnel policies or procedures included in the Manual. Whenever it is
unclear as to whether a proposed amendment may affect Cascade’s budget or procedural rights or
benefits afforded to employees, the CEO shall refer such amendment to the Board for approval.

ADOPTED AND APPROVED by the Board of Directors of the Cascade Water Alliance at a
meeting thereof, held this 17th day of December, 2008.

CASCADE WATER ALLIANCE

Lloyd Warren, Chair

Attest — Edward R. Oberg, CEO Mary-Alyce Burleigh, Vice Chair

Jim Haggerton, Secretary/Treasurer

Members
Yes
No
Demand Share
Yes %

No %

Cascade Resolution 2008-19
December 17, 2008
Page 2 of 2









Attachment 5

Human Resources Policies
and Procedures Manual

[ Established pursuant to Board Resolution Number 2008-19, December 17, 2008 ]

Effective: December 17, 2008

11400 SE 8" Street - Suite 440 - Bellevue, WA 98004
Phone: (425) 453-0930
Fax: (425) 453-0953
Website: www.cascadewater.org
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|. Introduction

About Our Policies

This handbook establishes Cascade’s personnel policies and procedures. It applies
to all employees, both management and non-management, regardless of when hired.
We hope you find it useful. Please read it carefully, and keep it handy for future
reference.

As we are sure you understand, we must be able to respond flexibly to changing
circumstances as they arise. It is not possible to anticipate all of the issues that may
arise in the day-to-day operation of a successful organization, and prescribe in detalil
how they will be addressed in an employee manual. Because of this, our policies are
guidelines for management, not promises of specific treatment in specific situations.
Our policies and practices, including the compensation and benefits we provide, are
subject to changes and exceptions without prior notice, at our discretion. All decisions
regarding the application or interpretation of our policies and practices are also in our
discretion. This applies to all of our policies and practices, whether formal or informal,
and whether or not contained in this handbook. The Chief Executive Officer, with the
written concurrence of the Board Chair, may modify policies, compensation, or
benefits as necessary to achieve the mission and goals of the organization.

This handbook supersedes all previous policies, agreements and representations,
oral or written, on the subjects covered.

ll. Mission and Human Resources Guiding Principles

Mission Statement

The mission of Cascade is to: provide water supply to meet current and future
regional needs; develop and manage new water supply assets; purchase wholesale
water from Seattle; provide regional conservation; and foster regional water planning.

Inherent in the purposes and mission of Cascade is the obligation to provide for the
water supply needs of its Members in the most cost-effective and environmentally-
sensitive manner possible. One of Cascade’s primary goals is to be a leader in the
efficient and cost-effective use of water resources and compliance with
environmental requirements.

Human Resources Guiding Principles

* Recruit, attract and retain an outstanding workforce to meet Cascade’s
mission in an efficient and cost-effective manner.

* Promote employee productivity and high performance; address performance
issues in a timely manner.

* Foster employee satisfaction, professional growth and development.
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lIl. Employment Status and Policies

Employment At Will

We hope you will have a productive and rewarding employment relationship with us.
Nonetheless, employment terminations may occur, and you should understand that
your employment with us is at will. This means that just as you are free to resign at
any time, we reserve the right to discharge you at any time, with or without cause or
advance notice, and without compensation except for time actually worked. You
should understand that at-will employment is not a policy that is peculiar to our
organization. It is the law in the State of Washington as well as most other states
across the country.

Nothing in this handbook or that is said or written any place else should be construed
as a promise of permanent employment, of employment for any particular length of
time, of discharge only for cause, or of a right to any particular corrective action or
discharge procedures.

Equal Opportunity

Cascade is an equal opportunity employer. Cascade does not discriminate in
employment decisions or policies in violation of law based on any legally protected
status, including race, color, national origin, religion, sex, sexual orientation, age,
marital status, veteran status, disability, creed or any other legally protected status.
This policy applies to all terms and conditions of employment, including but not
limited to hiring, placement, promotion, termination, reduction in force, transfer,
leaves of absence, compensation and training. We comply with all applicable federal,
state and local laws that prohibit discrimination in employment.

Employees with Disabilities

We fully comply with our duty to provide reasonable accommodations to allow people
with disabilities to apply for and perform their jobs. If you have a disability that affects
your job performance you must let The Chief Executive Officer know, preferably in
writing, as soon as possible. The Chief Executive Officer will then discuss with you
the reasonable accommodations we may be able to provide to enable you to perform
the essential functions of your job. If you become unable to perform one or more the
essential functions of your job, even with a reasonable accommodation, the Chief
Executive Officer will assist you in identifying and applying for other jobs at Cascade
that may become available and for which you may be qualified. In the event that no
such jobs exist at Cascade, your employment may be terminated.

Harassment, Including Sexual Harassment

It is our intent to provide a work environment free from all verbal, physical and visual
forms of unlawful harassment. All employees are expected to be sensitive to, and
respectful of, their co-workers and others with whom they come into contact while
representing Cascade. We prohibit all forms of unlawful harassment, whether due to
sex, sexual orientation, race, color, religion, national origin, age, disability, political
ideology or any other reason prohibited by law.

Examples of the conduct we prohibit include:
* Epithets, slurs, negative stereotyping or threatening, intimidating or hostile

acts that relate to sex, sexual orientation, race, color, religion, national origin,
age, disability or political ideology.
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* Written or graphic material displayed or circulated in our workplace that
denigrates or shows hostility or aversion toward an individual or group
because of sex, sexual orientation, race, color, religion, national origin, age,
disability or political ideology.

* Vulgar or sexual comments, jokes, stories and innuendo.
* Gossip or questions about someone’s sexual conduct or orientation.

* Vulgarity, leering, inappropriate touching and obscene or suggestive
gestures.

* Display in the workplace of sexually suggestive photographs, cartoons,
graffiti and the like.

* Unwelcome and repeated flirtations, requests for dates and the like.

* Solicitation or coercion of sexual activity, dates or the like by the implied or
express promise of rewards or preferential treatment or the implied or
express threat of punishment.

* Intimidating, hostile, derogatory, contemptuous or otherwise offensive
remarks that are directed at a person because of that person’s sex, whether
or not the remarks themselves are sexual in nature, where the remarks
cause discomfort or humiliation and interfere with the performance of the
employee’s duties

* Retaliation against an employee for refusing sexual or social overtures, for
complaining in good faith about sexual harassment, or for cooperating in
good faith with the investigation of a complaint.

Unlawful harassment, particularly sexual harassment, can be difficult to define.
Misconceptions abound. For this reason, we strongly urge you to use our harassment
reporting policy without worrying about whether the conduct involved would be
considered harassment in a legal sense. If you consider the conduct to be
harassment, report it.

Because of the potential for miscommunication, misunderstandings and conflicts of
interest, we do not permit supervisors to date those they supervise. This policy
applies to all employees who have the authority or practical power to supervise,
appoint, remove, or discipline another employee or who are responsible for auditing
the work of another employee.

Reporting Harassment, Discrimination or Retaliation

If at any time you believe you are being subjected to harassment, discrimination or
retaliation, if you become aware of such conduct being directed at someone else, or
if you believe another employee has received more favorable treatment because of
discrimination, you must promptly notify Cascade’s Chief Executive Officer and/or
any member of Cascade’s Board of Directors. This applies to harassment,
discrimination or retaliation caused by anyone who an employee comes into contact
with as part of the employee’s job: supervisors, co-workers, Member staff,
consultants, or others. All reported incidents will be investigated under the following
guidelines:
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* All complaints will be kept confidential to the fullest extent possible, and will
be disclosed only to management and as necessary to allow us to investigate
and respond to the complaint. No one will be involved in the investigation or
response except those with a need to know.

* Anyone who is found to have violated our anti-harassment policy is subject to
corrective action up to and including immediate discharge. Corrective action
will depend on the gravity of the offense. We will take whatever action we
deem necessary to prevent an offense from being repeated.

*  We will not permit retaliation against anyone who in good faith makes a
complaint or cooperates in an investigation.

Our reporting procedure is mandatory. This means that we require you to report all
incidents of harassment, discrimination, retaliation or other inappropriate behavior as
soon as possible. Reporting such behavior is mandatory, not discretionary. We want
to provide you with a pleasant and productive working environment, but we cannot do
so if these issues are not brought to our attention.

Employee Eligibility

Within three business days of hire or rehire, all new employees are required to
present us with documentation sufficient to establish their identity and eligibility to
work in the United States, and to sign INS Form I-9. A Social Security card and
driver's license will be adequate in most cases.

We have no maximum age limitation for employment.

Employment of Relatives, Domestic Partners and Significant Others

We generally do not permit the employment of relatives, domestic partners or
significant others of current employees. For purposes of this policy, “relatives” are
spouses, children, parents, siblings, grandparents, grandchildren, aunts, uncles, first
cousins, and corresponding in-laws and “step” relations. However, a spouse of an
employee will not be denied employment due to his or her marital status, unless the
employment would place one or both of the spouses in a situation of actual or
reasonably foreseeable conflict between their interests and ours, such as if one
spouse would have the authority or practical power to supervise, appoint, remove, or
discipline the other, or if one spouse would be responsible for auditing the work of the
other.

This policy applies to employees who marry, become domestic partners, or begin to
date while employed by us. As a general rule, no employee will be discharged due to
a conflict of interest because he or she has married, begun to date, or become the
domestic living partner of another employee, unless the conflict cannot be resolved
by placement in the organization for one or both employees.

We prohibit the employment of relatives, domestic partners and significant others of
policy-level officers of Members, consultants, regulatory agencies and others with
whom we deal where necessary in order to avoid the reality or appearance of
improper influence or favor, or to protect our confidential information.
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Job Descriptions

The Chief Executive Officer is responsible for maintaining and periodically updating
job descriptions for all positions. We reserve the right to modify the job description for
any position or employee at any time, at our discretion.

Employment Classifications

The Board shall establish all regular positions. The Chief Executive Officer is
authorized to establish temporary and part-time positions as needed, subject to
budget availability. All persons who work for Cascade are classified as regular full-
time employees, regular part-time employees, temporary employees or independent
contractors. These classifications, which are defined below, are important because,
among other things, they affect benefit eligibility. Generally, only regular full-time
employees are entitled to the benefits set forth in this handbook. No person may be
hired or retained by Cascade without the express written approval of the Chief
Executive Officer.

Employment classifications are as follows:

Regular — Employee who is employed full-time or part-time for an indefinite
period, on an at-will basis.

Temporary — Employee who is employed for a limited and finite period of
time, on an at-will basis. Temporary employees are employees who are
neither regular full-time nor regular part-time employees. Temporary
employees typically are hired to work intermittently or for a special project.
Temporary employees are not entitled to benefits. Despite the fact that they
often work a definite period of time, temporary employees, like all employees,
are employed on an at-will basis, which is confirmed in writing with them at
the time of hire. In the event that a temporary employee becomes a regular
full-time or part-time employee without a prolonged break in employment, the
Chief Executive Officer may, at his or her discretion, retain his or her original
hire date for purposes of benefit accrual.

Full-time — Employee who is regularly required or expected to work at least
40 hours per week.

Part-time — Employee who is regularly required or expected to work less than
40 hours per week.

Exempt — Employees whose duties and salary meet specific tests
established by the Fair Labor Standards Act (FLSA) and the Washington
Minimum Wage Act (WMWA) and, therefore, are not paid overtime
compensation.

Non-exempt — Employees whose positions do not meet FLSA and/or WMWA
exemption tests and, therefore, are paid one and one-half times their regular
rate of pay for hours worked in excess of 40 in a single work week.

Independent contractors - Independent contractors are people who are
retained on a contractual basis, typically to render specific services for a
limited amount of time, or on a specific project or projects expected to extend
for a limited period. Generally, these are individuals who typically possess an
independent business license and who take responsibility for paying their







own taxes, or are hired through a temporary agency. Other criteria may be
involved as well.

Hiring and Promotion

The Chief Executive Officer hires or promotes all employees at the Chief Executive
Officer’s discretion. While the Chief Executive Officer may delegate the responsibility
for the screening of candidates, the final decision regarding the selection of a
candidate for hiring or promotion shall always remain with the Chief Executive
Officer.

Selected candidates will be offered employment or promotion in writing and must
respond in writing to confirm their acceptance of the offer. Specific conditions under
which a candidate is hired or promoted will be defined by the Chief Executive Officer
at the time of hire. Terms in an individual's offer letter may differ from the information
in this Human Resources Policy and Procedures Manual as deemed necessary by
the Chief Executive Officer. In such cases, the offer letter takes precedence.

Initial Evaluation Period

All persons hired or promoted to higher classifications shall serve a probation period
of six months. A performance evaluation will generally be completed around the end
of the first six months of employment. The Chief Executive Officer or designee will
perform such performance evaluations. Employee participation in, and cooperation
with, the evaluation process is mandatory. Evaluation standards generally will be
those used in the annual performance evaluation described in the “Performance
Evaluation” section of this handbook. Under certain circumstances, the Chief
Executive Officer may, in the Chief Executive Officer's discretion, extend the initial
evaluation period of an employee. The Chief Executive Officer will inform employees
in writing when, in his or her judgment, they have successfully completed the initial
evaluation period. Successful completion of the initial evaluation period does not
guarantee later employment or limit the Chief Executive Officer’s discretion with
respect to corrective action or employment termination. Nor are employees
guaranteed employment for the entire initial evaluation period. At all times, all
employees are employed on an at-will basis.

Performance Evaluation

Our performance evaluation process is designed to provide a dialogue between the
supervisor and employee on whether and why job requirements and goals, are or
not, being met. Performance evaluations typically are conducted: (a) at or before the
end of the first six months (180 days) of employment; and (b) annually thereafter on
or near the anniversary date of the employee’s hire. Additional evaluations, which
may be formal or informal, may be requested by the employee or required by the
supervisor, for instance if a performance problem exists. In general, only the initial
evaluation and regular annual evaluations are considered for potential merit pay
increases. An unsatisfactory review indicates employment may not continue unless
performance improves. Depending upon the circumstances, an unsatisfactory review
may result in immediate discharge, at our discretion.

Participation by the employee being reviewed is essential. The appraisal should be

discussed with and signed by the individual being evaluated. The employee’s
signature acknowledges having discussed and received the evaluation, not
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agreement with it. The written performance evaluation becomes a part of the
employee’s personnel file.

Personnel Records

Important events in each employee’s history with us should be recorded and kept in
the employee’s personnel file. As a general rule, it is our policy to maintain such
records as employment applications, resumes, offer letters, records of changes of
status, performance reviews, corrective action notices, dates of employment and
rates of pay. The maintenance and release of information in personnel files is the
responsibility of the Chief Executive Officer.

Each employee must provide the following information: name, address, telephone
number, social security number, INS Form [-9 (proof of right to work in the United
States), insurance beneficiaries, marital status and dependents affecting insurance
coverage and a person to notify in case of emergency. It is the responsibility of all
employees, including those on leave of absence, to provide written notice to both
their supervisor and the Chief Executive Officer if any of this information changes.

All personnel files and information are the property of Cascade. We reserve the right
to use and disclose this information as we decide is appropriate. In general, however,
it is our policy to release personnel files and the information contained in them only to
our management and human resources staff; insurance carriers, accountants and
attorneys who have a legitimate business reason to know the information involved;
federal and state authorities as required by law; pursuant to subpoena or other
judicially enforceable request; and/or pursuant to the employee’s written
authorization.

Employees may review their own personnel files in the presence of the Chief
Executive Officer or his or designee at reasonable times upon request by the
employee. Information obtained from former employers and personal references are
maintained separate from the employee’s personnel file and is not made available to
the employee. Medical information is maintained in separate files, which are clearly
marked “Confidential.” Access to such medical information is restricted greatly, in
accordance with applicable law.

Resignations

To resign in good standing, an employee must advise the Chief Executive Officer of
the resignation in writing at least two weeks prior to the effective date of the
resignation.

Final Paycheck

Employees will be paid through the final day of employment. Upon termination of
employment, they will also be paid for any accrued, unused Annual Leave up to an
amount equivalent to the prior twenty-four months accrual at the rate in effect at the
time of termination.

IV. Compensation

The Chief Executive Officer, with the written concurrence of the Board Chair, has the
authority to adjust the compensation provisions described below when he or she
deems it necessary in order to carry out sound personnel management and to
accomplish objectives within Cascade’s defined commitments.
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Salary

Employee salaries are governed by the annual Budget approved by the Board. The
Chief Executive Officer shall develop a Salary Schedule for the Board's approval.
Within the overall Salary Schedule, each job will have a salary grade scale with a
minimum salary and a maximum salary.

The Salary Schedule will be reviewed annually during Cascade’s budget process. For
planning purposes during staff preparation of the annual budget, annual cost of living
adjustments will be assumed for every January 1 in the amount of 90% of the
Consumer Price Index for Seattle Tacoma Urban Wage Earners (CPI-W) for the 12-
month period ending June 30 of the prior year. Actual cost of living adjustments,
however, are at the Board’s discretion and will be considered final only upon Board
adoption of the annual budget. Other salary and wage adjustments for
competitiveness, market alignment, etc., shall be authorized by the Board in its
discretion.

The Chief Executive Officer, at his or her discretion, may authorize a salary merit
increase of up to five percent (5%) in addition to the annual cost of living adjustment.
If authorized by the Chief Executive Office, merit increases will be granted at the
completion of the employee’s six-month probationary period and at 12-month
intervals thereafter until the maximum salary in the range is reached. Salary merit
increases are not automatic and depend on an employee’s performance (as
determined through, among other things, the annual evaluation pursuant to the
“Performance Evaluation” section of this manual).

Time Sheets

The Chief Executive Officer shall implement the use of a time sheet for employees to
record hours worked and allocate time to specific Cascade projects. Employees are
expected to maintain accurate time records; the falsification of time records is
grounds for disciplinary action, up to and including termination. Employees are
responsible for preparing their own time sheets.

Overtime and Compensatory Time

Employees who are non-exempt under the FLSA and the WMWA who work overtime
will be compensated with pay or compensatory time, at the employee’s option and in
accordance with applicable law, at the rate of 1.5 times the normal hourly rate for any
hours worked in excess of 40 in a single work week. All overtime work by non-exempt
employees must be authorized in advance by the Chief Executive Officer or his or
her designee.

All employees must use compensatory time within one year of the date earned; non-
exempt employees who do not use compensatory time within the one-year period will
be paid the equivalent thereof in cash. At termination of employment, non-exempt
employees are entitled to payment for accrued, unused compensatory time.
Compensatory time will be cashed out based on the employee’s pay rate at the time
it was earned.

Pay Period / Dates

Empl0¥ees will be paid on the last day of each month for the pay period starting on
the 26" of the prior month to the 25" of the month in which payment is made. If the
last day of the month falls on a weekend or holiday, employees will be paid on the
preceding regular work day. Although Cascade tries to be accurate in its payroll
records, occasionally an employee may be paid more or less than he or she should.
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If a paycheck is less that it should be, Cascade typically will correct it in the following
pay period, or earlier if the shortage is significant. If a paycheck is more than it
should be, Cascade typically will make a corresponding deduction from the
employee’s next paycheck, or arrange for reimbursement over several paychecks.

Payroll Deductions

Cascade will deduct from paychecks all deductions required by federal, state and
local law, including withholding taxes and Social Security deductions. Cascade may
also make optional deductions authorized by the employee, including pension and
medical contributions.

V. Employee Benefits

Principles

Cascade provides employees with benefits consistent with the judicious expenditure
of funds entrusted to Cascade. These benefits currently include health, dental, vision,
life and disability insurance, Social Security, Medicare, retirement/pension plan, and
leave. These employee benefits are intended primarily for regular, full-time
employees. Part-time and temporary employees will be provided with such benefits
as agreed in writing as determined by the Chief Executive Officer at the time of hire.

This Human Resources Policies and Procedures Manual generally describes our
current benefits package. We do not promise that any particular kind or level of
benefits will continue in the future. We reserve the right to terminate or modify the
benefits we provide at any time, at our discretion, with or without advance notice.
Any changes in benefits, however, will not affect rights that have vested under the
terms of any written benefit plan, as determined under the federal employee benefits
law (ERISA).

Summary descriptions of our employee benefit plans are available upon request. The
exact terms and conditions of our benefit plans are governed by the plan documents
themselves. The plan documents control any inconsistent statements or descriptions,
written or oral.

Social Security (FICA) and Medicare

Cascade and employees contribute to Social Security and Medicare in accordance
with applicable contribution requirements as established by the Social Security
Administration.

Employee Benefits Plans

Medical, dental, vision, life and disability insurance and other benefit options may be
available to Cascade employees. Details on the benefits package are available from
the Chief Executive Officer. Coverage is available for employees and their spouses,
domestic partners, and dependents, as defined more fully in those plans. The cost
sharing between Cascade and the employee is set by the Board. When employees
participate in these benefit plans, their share of any premiums, if any, will be
deducted from their paycheck.

To the extent that any employee benefit plans may cover spouses of employees, the
same plan coverage shall be extended to domestic partners of employees as well.
Unless otherwise defined by applicable law and/or governing plan documents, an
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employee shall be considered to be in a “domestic partnership” when: (1) the
employee and domestic partner share a common residence, as defined by state law;
(2) both the employee and the employee’s domestic partner are over the age of 18;
(3) neither the employee nor the employee’s domestic partner are married to any
other person; (4) the employee and domestic partner are not related by blood to one
another in a manner that would bar their marriage in Washington State; (5) the
employee and domestic partner have a relationship of mutual support, caring and
commitment; and (6) the employee does not have any other domestic partner.
Cascade shall further recognize any domestic partnership that has been registered
with the Secretary of State pursuant to Chapter 26.60 RCW. Employees who obtain
benefit coverage for their domestic partners are obligated to immediately notify
Cascade in the event that the domestic partnership ends.

Medical/Dental/Vision Insurance

Medical, dental and vision insurance coverage will be effective on the first day of the
month following the first date of employment. Under certain circumstances as
defined in the governing plan documents and/or applicable law, employees whose
employment with Cascade has ended may be provided the opportunity for
continuation coverage under our medical insurance plan for a period of time, but the
employee will be responsible for paying the full cost of the premiums.

Life/Disability/AD&D
The details of the Life/Disability/AD&D benefits are provided under separate cover.

Retirement Plan

Cascade has established a 401(a) Money Purchase Retirement Plan for the benefit
of its employees. All regular, full-time employees must participate in the program.
Participation in the program by part-time employees will be determined by the Chief
Executive Officer. Cascade will contribute an amount equal to 7% of each
employee’s annual salary to the 401(a) Money Purchase Retirement Plan.
Employees must contribute an amount equal to 4% of annual salary to the plan.
Contributions will automatically be deducted (pre-tax) from each paycheck.
Employees shall immediately be vested with regard to Cascade contributions.

Deferred Compensation Plan

Cascade has established a 457 Deferred Compensation Plan. Employees may elect
to defer any amount of taxable income (up to the maximum allowed by law). Cascade
has had a program of matching the employee voluntary contribution. However, for
employees on the payroll as of the effective date of this Handbook, Cascade’s
matching program shall be amended as follows and Cascade’s matching of
participating employees’ 457 Plan contributions shall be in accordance with the
following schedule:

= In calendar year 2008 Cascade will continue to match up to 100% of the
employee voluntary contribution.

= In calendar year 2009 Cascade will match up to 67% of the employee
voluntary contribution.

= In calendar year 2010 Cascade will match up to 33% of the employee
voluntary contribution.
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= Beginning in 2011 Cascade will no longer match any employee voluntary
contribution.

Cascade shall not match any employee voluntary contributions made by employees
hired by Cascade after the effective date of this Handbook.

Worker’'s Compensation

Cascade provides worker's compensation insurance to all employees as prescribed
by Washington State law. When a work-related injury occurs, the injury must be
reported immediately to the Chief Executive Officer or designee, appropriate medical
attention must be sought, and the worker’s compensation claim form must be filled
out as soon as possible.

VI. Paid and Unpaid Leaves

Jury Duty / Court Leave

Cascade employees will be allowed paid leave to serve on the jury of a federal, state
or municipal court. Employees who are subpoenaed to appear in court or be in court
as a party, or as a representative to a party in a court action, other than Cascade
business, will be allowed to utilize Annual Leave or take unpaid leave. Upon
receiving notification to serve on jury duty or when subpoenaed, employees must
notify the Chief Executive Officer immediately.

Employees who are summoned for jury duty will receive their regular rate of pay less
any compensation paid to the employee for such services. Employees must submit to
the Chief Executive Officer a copy of the records of payment received for jury duty in
order to receive paid jury duty leave.

Employees who are excused from court or jury duty during the hours that they are
regularly scheduled to work must notify the Chief Executive Officer immediately and
may be required to report to work.

Inclement Weather

The Chief Executive Officer, may, in his or her discretion, close the office operations
and dismiss all employees, or a portion of them, from work due to inclement weather.
If Cascade operations are closed, then all employees will receive regular pay for the
time the office is closed. If the office remains open but an employee is unable to get
to work because of inclement weather, the absence will be without pay unless the
employee chooses to use Annual Leave time available to him or her, or is granted
permission to make up the hours by the Chief Executive Officer. If employees report
to work when the office is open but later is closed by the Chief Executive Officer due
to inclement weather, employees will receive regular pay for the entire day.

Holidays
The following days, unless otherwise established by the Board, are observed as
holidays each calendar year:

1. New Year's Day

2. Matrtin Luther King, Jr.'s Birthday
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3. Presidents Day

4. Memorial Day

5. Independence Day

6. Labor Day

7. Veterans Day

8. Thanksgiving Day

9. Friday after Thanksgiving
10. Christmas Day

In addition, each employee shall receive up to two (2) floating holidays which may be
used by the employee as personal holidays. One day of floating holiday will be added
to the employee’s Annual Leave balance on January 1 and on July 1, provided that
the employee was in regular status for the four months immediately preceding those
dates. Use of floating holidays must be approved in advance by the Chief Executive
Officer.

If a holiday falls on a Saturday, Cascade will observe the holiday on the preceding
Friday. If a holiday falls on a Sunday, Cascade will observe the holiday on the
following Monday.

Annual Leave (Vacation)

Annual Leave is the term used by Cascade for paid vacation. Annual Leave is
available to regular employees, not temporary employees. The number of days a
regular employee accrues each year for Annual Leave depends on the duration of
employment. Annual Leave is credited to employees at the end of each pay period,
beginning with the employee's first pay period.

Regular full-time employees are entitled to a maximum number of hours of Annual
Leave yearly in accordance with the following schedule:

Years of Employment (Inclusive) Accrual Rate & Maximum

1-2 1 day/pay period;
12 dayslyear

3-5 1.25 days/pay period
15 dayslyear

6-10 1.67 days/pay period
20 dayslyear

11-15 2.08 days/pay period
25 dayslyear

Regular part-time employees accumulate Annual Leave on a pro-rated basis, based
on the number of hours normally worked by them. Employees are not entitled to an
accumulation of more than forty (40) days of Annual Leave beyond the end of any
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calendar year. Any accumulated Annual Leave in excess of that amount will be
forfeited at the end of the calendar year. Employees shall be notified of their Annual
Leave balance no later than October 1% of each year. The Chief Executive Officer
shall establish employees’ annual and sick leave balances, as of the effective date of
this manual, based on existing records of leave usage and length of employment at
Cascade.

If an employee becomes ill or injured during vacation, the employee may request that
the time be counted as Sick Leave, rather than charged against his or her accrued
Annual Leave. Substitution of Sick Leave for Annual Leave must be approved the
employee’s supervisor, and Cascade may also require confirmation by the
employee’s physician.

If an employee is in a non-exempt position, the employee will be paid his or her
regularly-scheduled number of hours at his or her regular rate for each day of Annual
Leave. If an employee is in an exempt, salaried position, the employee’s pay will
simply be continued as if the employee were actually working.

Upon termination of employment, employees will be paid for any accrued, unused
Annual Leave up to a maximum of an amount equivalent to two years’ accrual at the
rate in effect at the time of termination.

Sick Leave

Cascade’s regular employees, but not its temporary employees, are eligible to accrue
paid sick leave. Paid sick leave accumulates at the rate of one day per pay period
for a total of twelve (12) days per year, beginning with the employee’s first pay
period. Employees are entitled to an accumulation of up to ninety (90) days of sick
leave. Any accumulated sick leave in excess of that amount will be forfeited.

Sick leave may be used for an employee’s own illness, disability, accident or
medical/dental appointments, or to care for a child of the employee with a health
condition that requires treatment or supervision, or to care for a spouse, domestic
partner, parent, parent-in-law or grandparent of the employee who has a serious
health condition or an emergency condition. Cascade in its discretion may require a
medical certification and/or fitness to return to work certification for intermittent
medical leaves or medical leaves lasting more than three (3) consecutive days. An
employee who cannot report for work for medical reasons must inform the Chief
Executive Officer or the Chief Executive Officer's designee as soon as possible.

Cascade does not cash out accrued, unused sick leave under any circumstance.

Family Care Leave

Regular employees may use accrued sick leave for any absence due to personal
illness or injury, including pregnancy or related conditions, or to care for a family
member of the employee with a health condition that requires treatment or
supervision.
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Maternity Disability Leave

Employees are entitled to an unpaid pregnancy disability leave of absence for the
period of actual disability due to pregnancy, childbirth or related medical conditions.
Employees taking maternity disability leave are required to use accrued annual or
sick leave, to the extent available. If the employee’s leave extends beyond the
employee’s accrued annual or sick leave, then the leave shall be unpaid.

Disability Leave

A leave of absence without pay for up to ninety (90) days may be granted by the
Chief Executive Officer, in his or her sole discretion, to regular full-time employees
upon exhaustion of accrued annual or sick leave in the event of extended illness or
disability.

Upon request for a disability leave, the employee must submit medical
documentation acceptable to Cascade verifying the iliness or disability and its
anticipated duration. In addition, at the request of Cascade an employee must
provide verification from a medical health care provider of Cascade’s choosing and at
the expense of Cascade to establish the illness or disability and its anticipated
duration.

Insurance coverage will be handled in the same manner as all unpaid leaves of
absence in accordance with current policy.

Parental Leave

Any Cascade employee may request an unpaid leave of absence upon the birth or
adoption of a child; provided that the employee shall first exhaust the employee’s
accrued annual or sick leave prior to being eligible for unpaid leave. Such leave
would be in addition to leave given for maternity disability reasons, as applicable. The
decision to grant such leave and the length of leave is within Cascade’s sole
discretion and will be determined by the Chief Executive Officer based on the facts of
each request and consideration of business operations.

Bereavement Leave

Employees will be granted up to two (2) consecutive work days of leave of absence
with pay for the death of any member of the employee’s immediate family.
Bereavement leave is separate from and does not count against Annual or Sick
Leave. For the purposes of this policy, the immediate family consists of:

Mother Spouse or Domestic Partner

Father Children

Sister Mother-in-law

Brother Father-in-law

Step or half-blood sibling Any relative residing in the
same household as the
employee

Employees will be granted one (1) day of leave of absence with pay for the death of:
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Grandparents Aunts

Grandchildren Uncles

Military Leave

Employees will be granted up to twenty one (21) days per year of leave with pay, or
any greater leave required by law, to allow the performance of service with the Armed
Forces. If the leave exceeds 21 days, the employee shall take accrued compensatory
time, available Annual Leave, and then leave without pay. Requests for military leave
must be given in advance and be accompanied by copies of military orders and any
other documents supporting the requested leave. Military reserve training leave may
be combined upon approval with Annual Leave, after exhaustion of the 21 days.

All matters relating to military leave, including the duration of the leave and
reinstatement, will be handled in accordance with applicable state and federal laws.

Requests for Leave

Requests for leave must be submitted in writing to your immediate supervisor as far
in advance of the anticipated leave date as possible. All requests for leave must
identify the anticipated beginning and ending dates of the leave. If circumstances
prevent you from submitting an advance written request, you must orally inform your
immediate supervisor as soon as possible and follow the oral notification with a
written request.

We may require that you provide a medical certification or note from your doctor to
support a request for leave. This is particularly likely where the leave is for a serious
health condition (your own or your child’s, spouse’s or parent’s), is expected to
extend beyond five consecutive working days, or involves intermittent or part-time
leave. We may require a second opinion at Cascade’s option and expense.

Continuation of Benefits during Leave

All employee benefits continue during periods of paid leave and during periods of
unpaid leave of three weeks or less. During all periods of unpaid leave that exceed
three weeks:

Employee benefits that operate on an accrual basis (such as vacation and sick leave)
do not continue to accrue, unless a written employee benefit plan provides otherwise.
We do not pay for health or other insurance benefits (unless required under the
FMLA), but you may continue those benefits through COBRA at your own expense
during the leave to the extent allowed by our benefit plans.

No other benefits are provided.

Returning From Leave

We comply with all applicable laws related to reinstating employees after periods of
leave. Except as required by law, however, the determination of whether an
employee will be reinstated after a leave of absence is at our discretion. As a general
rule, upon returning from a leave of 30 days or more, your normal anniversary date
for performance review will be advanced by the number of days absent. We may
require that you provide a medical certification of your fithess for duty to return to
work after a medical leave.
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Absent special circumstances, an unauthorized failure to return promptly to work at
the conclusion of a leave of absence, acceptance of any other employment during a
leave, or an application for unemployment compensation while on leave (which would
indicate you are available for work), will be treated as a voluntary resignation.

VII. Standards of Conduct

Principles

Employees are expected to perform their work efficiently and effectively and to be
mindful of the public expectations placed on Cascade and its employees. Employees
are expected to act with judgment, discretion, and integrity at all times. Appropriate
conduct involves more than following the letter of rules. If necessary to correct an
employee’s behavior, disciplinary measures will be applied firmly, consistently and
fairly.

Guidelines for Conduct
All employees should act professionally and in the best interests of Cascade at all
times. Violations of our standards of conduct are unacceptable and may result in
corrective action.
The following are examples of violations of our standards of conduct. These
examples merely illustrate, and do not limit, the types of conduct we may consider
unacceptable.

* Tardiness or excessive absenteeism

* Unbusinesslike conduct

* Inappropriate dress or poor grooming

* Using work time for personal activities

* Performance that does not meet requirements and expectations

* Unexcused absence

* Abusive language or conduct

* Insubordination or deliberate failure to carry out instructions

* Disparaging Cascade, its activities, employees, or Members

e Unauthorized use or release of confidential information

* Misusing, destroying, or purposely damaging Cascade property or property
of an employee

e Taking of Cascade property
* Falsifying records, including employment applications or time sheets

* Harassment of any nature
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Additional standards of conduct are described below.

Non-Solicitation

It is Cascade’s objective to provide a comfortable work environment that allows
employees to complete their tasks with the least amount of interruptions or
disruptions. Accordingly, non-employees are not allowed to come upon Cascade’s
premises for the purpose of any form of solicitation or literature distribution. This
policy is to restrain third parties or strangers from soliciting or handing out materials
for political, union, charitable, or similar activities. The Chief Executive Officer may
authorize generally recognized charitable organizations, such as but not limited to
United Way, to make presentations to employees.

Employees are prohibited from distributing any form of literature or other materials in
their work area and are also prohibited from soliciting for any cause during their
assigned working time.

Attendance Standards

Punctuality and regular attendance are critical to the proper operation of any
business, and are considered to be essential functions of every position that
Cascade offers. If you are unable to report for work for any reason, you must notify
the Chief Executive Officer or designated representative as soon as possible.

Hours of Work

The work week normally consists of forty (40) work hours per week. Usual business
hours are from 8:00 a.m. to 5:00 p.m., Monday through Friday. Adjustment to these
business hours may be made by the Chief Executive Officer, in the Chief Executive
Officer's discretion. All employees are expected to work all hours to which they are
assigned.

Lunch and Rest Periods

Full-time employees receive a sixty (60) minute unpaid lunch period and two paid ten
(10) minute breaks — one in the mid-morning and one in the mid-afternoon. Part-time
employees’ lunch and rest periods will be pro-rated based on actual hours worked.

Telephone, Facsimile, Internet and Electronic Mail Use

Telephone, facsimile, internet and electronic mail access provided by Cascade are
intended primarily for use in conducting Cascade business. Employees may, within
reason, use such services for personal use provided that such use does not interfere
with Cascade business or cause Cascade to incur additional costs.

All information contained on Cascade-provided equipment, supplies and programs
remain at all times the exclusive property of Cascade, and the Chief Executive Office
or designee may monitor and review such information at any time, in his or her sole
discretion. Employees should understand that they have no expectation of privacy
with respect to their computer and internet usage.

Unacceptable and/or inappropriate non-work related activities, including the
downloading, viewing or sending of insulting, disruptive, offensive, derogatory,
profane or discriminatory messages or materials are strictly prohibited. Examples of
forbidden transmissions include, but are not limited to: sexually explicit messages,
cartoons or jokes; sexual propositions or love letters; ethnic or racial slurs; or any
other message that can be construed to be harmful to morale, harassment or
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disparagement of others based on their sex, race, age, national origin, religion,
creed, sexual orientation, marital status, disability or any other class protected by law.

Drug and Alcohol Use

While at work, Cascade employees have the responsibility to perform their jobs in a
safe, conscientious and effective manner. In order to do this, Cascade employees
must be able to work in a drug and alcohol-free environment and must themselves be
free of the effects of such substances. Accordingly:

1. The manufacture, sale, possession, distribution or use by an
employee on or off Cascade premises of a controlled substance or
drug not medically authorized is prohibited.

2. The manufacture, sale, or use by an employee of alcohol while
conducting Cascade business or while on Cascade premises is
prohibited.

3. The use by an employee of a controlled substance, alcohol or drug
not medically authorized which affects job performance or poses a
hazard to the safety and welfare of the employee or other employees
is prohibited.

4. Each employee may be subject to drug/alcohol testing on a random,
scheduled, post-accident, or reasonable suspicion basis.

Violation of any of the terms of this Drug and Alcohol Use Policy will result in
disciplinary action up to and including termination. Such disciplinary action may
include a requirement of successful completion of a rehabilitation program and
suspension, without pay, until such time as Cascade determines that the employee is
able to perform his or her duties fully within the scope of his or her job position and in
a safe and efficient manner.

Cascade may report illegal use, possession or sale of any controlled substance or
drug not medically authorized to appropriate law enforcement officials. In addition,
Cascade may turn over to the custody of law enforcement officials any such
substance.

Corrective Action

We may take the corrective action when an employee has not adhered to our
standards or that performance otherwise is unsatisfactory. Corrective action we may
take includes, without limitation, verbal warning, written warning, probation,
suspension, demotion, reassignment, or discharge, with or without prior notice.

Suspension may be used either as a corrective measure, to permit an investigation,
to allow us to determine what corrective action will be applied, or to remove an
employee from the premises for a period of time.

A probationary period does not guarantee the employee will remain employed to the
end of the specified period. Successful completion of probationary status does not
guarantee later employment or limit our discretion with respect to later corrective
action or discharge. Employment remains on an at-will basis at all times.

The goal of our corrective action policy is to correct unsatisfactory behavior or
performance. We reserve the right in all circumstances to apply the corrective action
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we decide is appropriate, up to and including immediate discharge without prior
corrective action or notice. At all times, employment remains on at-will basis.

Accidents

Cascade will make every effort to provide safe working conditions for all employees.
No one will knowingly be required to work in any unsafe manner. Safety is every
employee’s responsibility. Therefore, all employees are requested to do everything
reasonable and necessary to keep Cascade a safe place to work, and to report
immediately any potential safety hazards to the Chief Executive Officer.

No matter how insignificant an injury may seem at the time of occurrence, employees
must notify the Chief Executive Officer immediately.

Appearance
All employees are expected to present a neat appearance on the job. Dress should
be appropriate to the position and specific work circumstances.

No Smoking Policy
In compliance with this No Smoking policy, smoking is prohibited in the office,
Cascade owned vehicles, or any other Cascade work area.

This policy allows non-smoking employees a clean smoke-free environment during
working hours. Smoking is allowed outdoors in designated smoking areas during
breaks or lunch periods. In accordance with state law, smoking is prohibited within 25
feet of all entrances and exits of Cascade.

VIIl. Expense Reimbursement

Expense Reimbursement
Employees will be reimbursed for reasonable and necessary expenses as outlined
below.

In order to be eligible for reimbursement of expenses incurred while carrying out the
business of Cascade, Board Members and employees must submit an Expense
Report in a form designated by the Chief Executive Officer. The Expense Report
shall include a description of the expense, the date the expense was incurred, the
reason for such expense and any appropriate receipts. Expense Reports must be
approved by the Chief Executive Officer or designee.

Meals

The cost of meals (breakfast, lunch and dinner) is reimbursable (including tax and
reasonable gratuity (not to exceed 20%), excluding alcoholic beverages) when a
Board Member or employee is traveling for official Cascade business or is at an
official Cascade related meeting or event.

The cost of meals is usually not reimbursable during day trips, except in the case
when a Board Member or employee must leave his/her residence before 7:00 a.m. or
return after 7:30 p.m., the actual cost of breakfast and/or dinner (including tax and
reasonable gratuity (not to exceed 20%), excluding alcoholic beverages) may be
reimbursable.
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Note: All meals taken in conjunction with approved meetings, conferences,
seminars, etc. will be reimbursed at full cost unless such events include a
donation or fund raising component which shall not be reimbursed by Cascade.

Travel

When a privately owned vehicle is used on official Cascade business, the Board
Member or employee will be reimbursed at the per mile reimbursement rate set by
the Internal Revenue Service unless an automobile allowance is provided to the
Board member or employee.

In addition, Board Members and employees will be reimbursed for all reasonable
expenses such as parking fees, tolls, etc. when incurred on official Cascade
business.

Public transportation expenses will be reimbursed when incurred on official Cascade
business unless an automobile allowance is provided to the Board member or
employee.

Registration Fees
If not paid for in advance by Cascade, registration fees for approved conferences,
seminars, etc. paid for by a Board member or employee will be reimbursed.

Out of Town Travel

Travel out of town may be authorized only for official Cascade business, which may
include attendance at conferences, conventions and seminars which deal with topics
of value and interest to Cascade. Approval in advance is required by the Chief
Executive Officer for Cascade employees.

Lodging

Hotel and motel expenses incurred during authorized out of town travel will be
reimbursed on the basis of actual cost, provided that itemized receipts are submitted
with the expense report form. Reasonable porter fees and hotel tips may be included
in the amount reimbursed.

Commercial Transportation

Reimbursement for commercial transportation expenses will be based on the most
cost effective mode of travel available. If the most cost effective mode of travel
requires the Board Member or employee to travel on a weekend, such arrangements
may be approved by the Chief Executive Officer if the total cost (including overnight
accommodations and meals) is less than the alternative travel cost alone and the
employee does not claim the travel time as work hours. Reasonable expenses
incurred for taxicabs and similar transportation in connection with train or plane trips
is reimbursable.

IX. Whistle-Blower Protection

Cascade strives to conduct its business with integrity and in strict accordance with all

applicable federal, state, and local laws. Accordingly, employees are strongly

encouraged to bring to the attention of Cascade any improper actions of Cascade
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officers or employees. Cascade prohibits retaliation against any employee who
makes a complaint of improper actions in good faith and in accordance with the
procedures set out in this policy.

Reporting Procedure — As used in this policy, “improper actions” refers to actions
undertaken by a Board member, alternate Board member, or employee in the
performance of his or her official duties that (a) are in violation of any federal, state,
or local law or rule, (b) are an abuse of authority, (c) create a substantial and specific
danger to public health or safety, or (d) grossly waste public funds. “Improper actions”
do not include personnel actions, such as the processing of grievances; decisions
regarding hiring, promotion, firing and other discipline; (collective bargaining)
agreements; employment contracts; or employment policies. Concerns about
harassment or discrimination will be addressed consistent with Cascade policy on
reporting harassment or discrimination.

Improper actions may be reported internally using this policy or may be reported to
the Office of the Washington Attorney General, the Office of the Washington State
Auditor, or the Office of the King County Prosecutor. Before an employee provides
information of an improper action to anyone who is not a public official or listed in the
prior sentence, the employee must first raise his/her concern with Cascade’s Chief
Executive Officer, Board Chair, or Board Vice-Chair, and fully exhaust the reporting
and reconsideration procedures set out in this policy. Because most concerns can
most effectively be addressed internally, Cascade strongly suggests employees
report any concerns about improper actions to the Cascade Chief Executive Officer
or Board Chair, and allow the Cascade Chief Executive Officer or Board Chair to
complete its review, before the employees provide information to other governmental
agencies.

To report improper actions, submit a concern and related information (Complaint) in
writing to the Chief Executive Officer. If the concern relates to the Chief Executive
Officer, submit the concern to the Board Chair or Board Vice-Chair. The identity of
the reporting employee will be kept confidential to the extent possible under law and
consistent with the need to investigate the Complaint, unless written authorization for
disclosure is provided. Employees may report under this policy through an attorney.

The Chief Executive Officer or Board Chair will have ten (10) working days to
address the Complaint and provide a written response that identifies the alleged
improper action at issue, describes the scope and findings of our investigation, states
what, if any, action will be taken against the offending officers or employees, and
explains why that action is appropriate.

If the reporting employee is not satisfied with the investigation or resolution of the
Complaint, he/she may request reconsideration in writing within five working days of
receipt of Cascade’s written response. Written requests for reconsideration must be
submitted to the Chief Executive Officer, Board Chair, or Board Vice-Chair, and must
identify the specific elements of the investigation or written response that are
unsatisfactory. Cascade has three working days to advise in writing whether
reconsideration will be granted. Any reconsideration will be limited to examination of
the specific issues raised in the written request. From the date reconsideration is
granted, Cascade will have ten (10) working days or until the next regularly
scheduled board meeting, whichever is sooner, to complete additional investigation
and give a written response.

All employees must strictly follow this policy. Employees who comply with this policy
will not be subject to discipline or discharge for reporting, or for disclosure or other
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activities pursuant to this policy. Going outside this reporting and reconsideration
policy is permitted only in those rare cases where persons or property will be
damaged if the alleged improper conduct is not immediately addressed.

Protection Against Retaliation — All Cascade personnel are prohibited from taking any
adverse employment action against an employee who registers a Complaint in good
faith with a public body in accordance with this policy. If an employee believes he/she
has been retaliated against for reporting improper actions in accordance with this
policy, he/she may seek redress as follows:

The employee must provide written notice of the charge of retaliatory action to the
Chief Executive Officer, Board Chair, or Board Vice-Chair, within 30 days of the date
the alleged retaliatory action. The notice must describe the alleged retaliatory action
and the persons allegedly involved, and identify the relief requested.

The Board will respond to the charge in writing within 30 days of its submission. The
Board'’s response will identify the alleged retaliatory action and persons involved;
identify the relief requested; describe the investigation conducted; state and explain
the disposition of the charge; identify the relief, if any, that is being granted; and
explain why any granted relief is appropriate.

The employee is entitled to a hearing, at his/her choosing, if he/she is not satisfied
with the Board’s response to the employee’s charge. To receive a hearing, however,
a written hearing request must be delivered to the Board within 15 days of delivery of
the Board’s written response to the charge or, if the Board fails to respond within the
allotted 30 day period, within 15 days of the last day on which the Board could have
responded.

Within five working days of the Board receiving a timely request for hearing, Cascade
will apply to the State Office of Administrative Hearings for an adjudicative
proceeding before an administrative law judge.

Unless the administrative law judge extends the period, the judge will issue a final
decision no later than 45 days after the date the timely request for hearing was
delivered to the Board. The administrative law judge’s decision is subject to court
review.

Adoption and Posting — This policy will be permanently posted in one or more places
where all employees will have reasonable access to it.
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CASCADE WATER ALLIANCE EMPLOYEE
HANDBOOK RECEIPT AND ACKNOWLEDGMENT

| have received a copy of Cascade Water Alliance’s Employee Handbook, dated
December 17, 2008. | have or will read the manual and follow the policies in it. |
have also taken particular note of the policies titled “About Our Policies,”
“Employment At Will,” “Equal Employment Opportunity,” “Employees With
Disabilities,” “Harassment, Including Sexual Harassment,” and “Reporting
Discrimination And Harassment.” | understand that all of Cascade’s policies, other
than the ones identified in the preceding sentence, are subject to changes and
exceptions without prior notice, at Cascade’s discretion. | also understand that both
Cascade and | are free to terminate my employment at any time, with or without
cause or advance notice, and without compensation except for time actually worked.

| agree and authorize Cascade to deduct amounts from my earned compensation to
satisfy debts that | (i) hereafter owe to it and (ii) fail or refuse to pay within the
parameters set forth below. This agreement encompasses all debts, costs and
charges incurred by Cascade by virtue of: (i) its decision, in its sole and absolute
discretion, to advance to me wages/salary or paid time off before it is earned or
accrued; (i) my personal use of Cascade’s equipment and supplies, including without
limitation its telephones, fax machines, copiers and postage; or (iii) any other
circumstance in connection with my employment with it. | understand and agree that:
(i) I am personally responsible for fully reimbursing Cascade for all amounts identified
above; and (ii) my reimbursement must be prompt, typically within 5 business days
of, and in no event later than 20 business days after, the date the debt or cost is
incurred. | agree that Cascade may, and | hereby authorize Cascade to, deduct from
my paycheck(s), including without limitation my final paycheck upon separation of
employment, regardless of the reason(s) for the separation, any amounts owed that |
have failed or refused to pay within 20 business days of the date incurred. | further
agree that, in the event that the debts owed by me exceed the amount of my final
paycheck upon separation of employment, | remain personally responsible for the
deficit, which amount | must remit to Cascade within ten (10) business days of the
date of my employment separation. | understand that, in the event that the amount
exceeds $250, | may be required to execute a corresponding note, and | hereby
agree to do so. | further understand and agree that my failure or refusal to repay the
amounts due to Cascade in accordance with this statement, or to cooperate with
Cascade’s efforts to recover such amounts, including requiring me to execute
another authorization tailored to a specific debt, may result in disciplinary action, up
to and including discharge.

Date:

Employee Signature

Employee Name (Please Print)

Please return the original of this form, bearing your signature, to the Chief Executive Officer and
please keep a copy for your records.
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Cascade Water Alliance
Member Salary Adjustment Survey
November 26, 2008

2009 Merit

Agency 2009 COLA Range 2009 Total Range Notes
Bellevue 5.58% 0% - 5% 5.58% - 10.58% COLA is 90% of June annual CPI-W

. COLA is 100% of June annual CPI-W; merit increase decision to be made in June 2009; maximum increase likely to
Covington 6.20% 0% - 4% 6.20% - 10.20%

be 3.5%

Issaquah 5.00% 5.00% 10.00% Merit increases 5% to top of range; 5% lump sum merit pay thereafter
Kirkland 3.19% 0% - 5% 3.19% - 8.19% 2009 COLA is 3.19% for non-represented staff; may be 100% of June annual CPI-W for represented staff
Redmond 3.59% 0% - 5% 3.59% - 8.59% 2% lump sum available in addition to merit increase
Sammamish 4.60% 0% - 4% 4.60% - 8.60% COLA is 100% of July annual CPI-U
Skyway 6.20% 1% - 5% 7.20% - 11.20% COLA is 100% of CPI-W (timing to be determined in December 2008)
Tukwila 4.50% 3.50% 8.00% Longevity bonuses: $75/mo for 5-9 yrs; $100/mo for 10-14 yrs; $125/mo for 15-19 yrs
Average 4.86% N/A N/A

Cascade 5.58% 0% - 5% 5.58% - 10.58% Proposed COLA is 90% of June annual CPI-W








