



Item 10(d)

May 27, 2009
\b/A RESOURCE MANAGEMENT COMMITTEE

David Knight, Chair, Commissioner, Covington Water District

C A E David Kappler, Councilmember, City of Issaquah
WATER ALLIANCE Jon Ault, Commissioner, Skyway Water & Sewer District

Meeting Recap
Thursday, May 21, 2009
3:00 PM -4:30 PM
Cascade Offices

CALL TO ORDER
1. CHAIR COMMENTS - David Knight
2. EXECUTIVE SESSION - N/A
3. ITEMS RECOMMENDED FOR ACTION AT UPCOMMING BOARD MEETING
A. Policy Issues Related to Demand Forecasting B Chuck Clarke and Michael Gagliardo

At the April 16 Committee Meeting, it was determined that CascadeOs Baseline Demand
Forecast should include conservation savings based on continuing approximately the same
level of effort as the current 2008 B 2013 conservation program through 2030 (recognizing the
savings will Oplateau@t some point in the future). A separate analysis, under the Source
Alternatives task, will examine conservation savings that could be achieved in addition to the
baseline savings. In addition, it was determined that the Baseline Forecast should also include
some contingency amount for possible loss of Cascade Member Independent Supplies and for
meeting potential needs of other utilities in the Region.

A table listing the conservation assumptions for the Baseline Demand Forecast is attached
(Attachment A). The table shows conservation program assumptions in four time periods: 2008
P 2013 (the approved 2008 B 2013 Conservation Program); 2014 £ 2020 (achievement of
similar savings to the prior period); 2021 B 2030 (savings achieved at one-half the rate of the
prior period); and 2031 B 2060 (no additional savings achieved; prior savings are maintained).
The current conservation program projects a savings of approximately 3.6% of the 2008
demand (1.45 MGD) by 2013. Under the proposed baseline conservation program, Cascade
would be projected to save approximately 7.8% of the 2008 demand by 2020 (3.14 MGD) and
10.8% of the 2008 demand by 2030 (4.35 MGD).

Attachment B is a draft memorandum OAddressing Supply Contingencies in Baseline Demand
ForecastO preparedby HDR, proposes contingency amounts to be added to the baseline
forecast for possible loss of Cascade Member Independent Supplies and for meeting potential
needs of other utilities in the Region. The proposal is to provide for 20% of the total Member
Independent Supply capacity (approximately 2.8 MGD) in the Baseline Demand Forecast
(added in equal increments through 2030) and an additional 10 MGD for meeting potential
needs of other utilities in the Region (to be phased in from 2030 to 2060).
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The Baseline Demand Forecast being developed by CDM, using the econometric model; will be
shown both as OrawO forecast andn @djustedO curve which incorporates the conservation
savings.

Requested Action: Develop the conservation program assumptions and other contingencies
to be included in the Baseline Demand Forecast for recommendation to the Board at the May 27
Meeting.

Recap/Direction: The Committee discussed the approach taken for estimating conservation program
savings to be included in the Baseline Demand Forecast, and specifically what level of conservation
savings might be expected beyond 2030. It was recommended that the estimated conservation
program savings suggested be included in the Baseline Demand Forecast.

The Committee determined that a contingency (in the amount of 2.8 MGD) should be included in the
Baseline Demand Forecast to address the possible loss of Member Independent Supplies due to future
contamination or regulatory or legal actions or the effects of climate change. This amount will be added
incrementally to the Baseline Demand Forecast over the first 20 years (the full amount available by
2030).

The implication of providing some amount of water in the Baseline Demand Forecast for Regional
needs outside Cascade Members was discussed. This is not central to Cascade’s mission or
responsibilities and therefore must be a secondary consideration and not characterized as a
“contingency”. It was considered reasonable that 10 MGD be included in the Lake Tapps Water Rights
request for other regional needs and that how to characterize this should be discussed with Ecology.
Development of this additional regional capacity should be considered in the sensitivity analysis and
when evaluating source alternative implementation schedules.

The Baseline Demand Forecast will be provided to Cascade the week of May 25. An internal meeting
with CDM to review the forecast will be held the following week. The Baseline Demand Forecast will be
a topic of discussion at the next Committee Meeting and a report will be made to the Board at the June
Board Meeting.

4. DISCUSSION ITEMS
A. Policy Issues Related to Source Alternatives B Chuck Clarke and Michael Gagliardo

In order to develop the 2010 Transmission and Supply Plan (the 2010 TSP); the Board will be
required to make a series of policy decisions to guide the planning process. Discussions to date
have focused on issues related to the development of the Baseline Demand Forecast. The next
set of policy issues are related to the evaluation and characterization of source alternatives.

* At the April 16 Committee meeting, a number of source options were recommended for
evaluation in step 2 of the multi-criteria analysis process. Two of these options were
OEnhanced @scade ConservationO scenarios éxpansion of conservation programs
beyond the current level of effort and a full suite of technically feasible conservation
measures). Attachment C is a draft memorandum, prepared by HDR, outlines possible
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approaches for development of the components of these two conservation source
scenarios.

The memorandum describes six categories of conservation activities that could be
considered for inclusion in the conservation source alternatives to be evaluated. Prior to
developing and evaluating conservation source scenarios, guidance is needed to
determine which of the categories are appropriate and if any should be dropped from
consideration. Based on this guidance, the conservation source scenarios will be
developed (including the activities to be included in each and the projected amount of
supply achievable) and presented to the Committee for review and comment.

Recap/Direction: The Committee discussed the memo prepared by HDR outlining an
approach to developing the conservation supply source alternatives. Issues raised included:
Districts may not have the legal authority to mandate or enforce certain of the proposals (i.e.
mandating specific landscape practices or use of fixtures or appliances more efficient than the
applicable codes; and voluntary programs require constant education to maintain participation
rates and effectiveness). Of the six categories of conservation activities, the Committee
determined that three categories (those related to voluntary installation of high efficiency indoor
fixtures and improvements to outdoor water use and grant/rebate programs to encourage these
activities) should be combined into a conservation supply scenario. In addition to these
categories, the pricing aspects of the fourth category (conservation block and seasonal pricing
structures) should be included in this supply alternative. Further incremental estimates of
conservation savings should be developed based on the remaining categories (e.g., water
budget rate structure, required outdoor or unit meters, mandatory landscaping practices and
mandatory indoor equipment use). The additional conservation savings and implementation
issues would be described for consideration by the Committee for further evaluation as a supply
alternative.

* The next two policy issues identified for Committee discussion are:

o s itcritical for Cascade to own its own supply? Or is secure, contracted water
good enough in any given time period? What is the right balance between Oself
determinationO and Oreasonable costO?

o Different perspectives on Lake Tapps. Value as a Cascade owned supply.
Value to the region for climate change and other reliability benefits. Value as a
backstop supply to enable Cascade to negotiate interim supplies (regional
suppliers are more willing to make interim water available if Cascade has its own
supplies for the future).

Recap/Direction: The Committee discussion closely linked these two issues. The “secure”
nature of contract arrangements depends on the risk and uncertainty of the supplies, the
contractual provisions developed (i.e. how pricing is adjusted over time) and the ability of the
provider to meet contractual obligations. The Committee requested a discussion of legal risks
related to long-term contracting at a future meeting. Staff reported that Seattle and Tacoma
have been asked to provide information on the amounts of water that might be available for
wholesale purchase as well as when and for how long the water would be available and at what
price. The Committee noted that infrastructure needed to put such purchased water to use
must be considered when evaluating these options as well as what the replacement source will
be at the end of any contract period.
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5. INFORMATION ITEMS - N/A

6. NEXT MEETING DATE AND LOCATION

Thursday, June 18, 2009; Cascade Office

Attachments
A. Conservation Assumptions for the Baseline Demand Forecast b
B. Draft Memorandum OAddressing Supply Contingencies in Baseline Demand Forecast®

C. Draft Memorandum outlining possible approaches of two conservation source scenariosb





