











Title 19 and could be addressed in the zoning regulations instead. Regarding Boundary Line
Adjustments, Ms. Richardson suggested splitting these into simple and more complex adjustments and
defining that distinction more clearly in the zoning regulations.

Carol O'Hearn, 11039 Post Drive, referred to her written comments previously submitted. She said the
December 7, 2016 revision of Title 19 showed an evolution in thinking. Ms. O’Hearn called the process
matrix on page 28 a good work in progress. She praised the checks on the discretionary powers of the
Director but said the code still left too much unchecked power in the hands of the director and the new
hearing examiner positions. She said the draft was not perfect but gave citizens important and improved
recourse. She urged Council to adopt the December 7, 2016 version at the present meeting.

Sara Holahan, 1511 38! Street, commented on rapid development in recent years and said it threatened
to permanently change the character of the city. She urged code revisions that would protect the unigue
environment and neighborhoods and fully support crucial public paricipation and oversight. Ms. Holahan
highlighted points from her written comments dated December 15, 2016 including a 21-day comment
period for Level 2 applications, retaining Boundary Line Adjustments in Level 2 and moving ADUs to
Level 2, explicitly acknowledging citizen rights to appeal to Superior Court, questioning appeal fees, and
asking when the public could comment on and appeal final approval of a short subdivision.

Vernon Lauridsen, 2219 32™ Street, cautioned Council against adopting Title 19 by an arbitrary end of
year deadline and said the public would like to see a final version reflecting all revisions before adoption.
Mr. Lauridsen said that long subdivisions are significant land use developments and should include public
process before City Council, allowing all persons of record to speak. Regarding Boundary Line
Adjustments, Mr. Lauridsen said there was no such thing as underlying lots and that the RCW prevented
BLAs from creating new tax parcels. Mr. Lauridsen said the code needed a mechanism to reduce the
minimum lot size, for example in the R2 zone, in a simple way that was not a BLA. Mr. Lauridsen said that
development impact fees had been removed from Title 19 but needed to be included and enforced. Mr.
Lauridsen summarized his December 15, 2016 written comments regarding AMC 19.16.020C(3)
regarding public process for the capital facilities plan as part of the Comprehensive Plan, and AMC
19.20.140B(11) regarding the Director's determination of consistency.

Marilyn Derig, 1302 K Avenue, read from her prepared remarks which were added to the packet materials
for the meeting. Ms. Derig questioned the proposed limits on public notice requirements. She quoted
extensively from the 2016 Comprehensive Plan regarding preservation of neighborhood character and
said that not requiring notice for boundary line adjustments and ADUs posed risks to neighborhcod
character and integrity. She urged adopting land use regulations that observed the Comprehensive Plan
goals and policies regarding neighborhood character.

Patrick O’'Hearn, 11039 Post Drive, praised the development and review process for Title 19. He said the
current draft was not perfect but it was flexible and could be amended in the future. He reminded
councilmembers that underlying zoning and subdivision portions of the code would be written in the
months ahead and urged them to err on the side of conservatism in order not to remove protections that
might be needed later. He commended staff and councilmembers on the process to date and supported
moving forward to the next phase.

No one else present wished to address the Council regarding proposed OCrdinance 2992

Mr. Measamer pointed out revised Section 2 of Ordinance 2992 regarding processing of development
permit applications deemed complete prior to the effective date of the ordinance. He clarified that staff
would add the 18-month duration of Building Permits to Table 19.28.020-1 Permif Terms and Extensions.
Mr. Measamer discussed Boundary Line Adjustments and said staff supported leaving those Type 2
applications with public notice requirements while the community worked through the development
regulations in the year ahead. Regarding AMC 16.28.090, Mr. Measamer recommended reverting to the
current adopted language to allow for retail sales in an RV park at the discretion of City Counci as part of
the conditional use permit process. Mr. Walters recommended adding ‘... as part of the conditional use
permit’ to the end of the current language and Mr. Measamer concurred. Regarding Type 4 processes in
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Table 19.20.030-1, Review Classification and Process Matrix, Mr. Measamer clarified that the public
could speak at the open record public hearing before the Planning Commission and also before the City
Council prior to its decision, but the Planning Commission recommendation would not be subject to
appeal. City Attorney Darcy Swetnam added that per Table 19.20.160-1, Types of hearing and meetings,
at a closed record decision hearing before City Council in such a case the applicant and any party of
record could speak at the hearing. Mr. Walters suggested adding a row to Table 19.20.030-1 to indicate if
there was a closed record decision hearing for each type of application. Mr. Measamer said that was the
extent of the revisions proposed by staff to the December 7, 2016 version included in the packet materials
for the meeting.

Councilmembers discussed ADUs at some length and whether those would more appropriately be
considered Type 1 or Type 2 processes. Type 1 was generally supported.

Mayor Gere invited members of the audience to address the Council. No one else present wishing to
speak, at approximately 7:18 p.m. the mayor closed the public hearing.

Mr. Walters responded to points raised in public comments earlier in the evening regarding final plat
approvals, notice of appeal rights to Superior Court, adoption of the Capital Facilities Plan financing plan,
Boundary Line Adjustments and impact fees moving to AMC Title 3. He encouraged adopting Ordinance
2992 at the present meeting to comply with the recently adopted stormwater code.

Mr. Archibald moved, seconded by Mr. Miller, to approve Ordinance 2992 adopting new AMC Title 19
with the following changes from the December 7, 2016 draft presented in the packet materials:

16.28.090 - CemmersialuseRetail sales.
No retail sales uses should be allowed within the park unless a specific site for such use, limited
to park users, is approved by the city council as part of the conditional use permit.

19.12.020 Definitions.

Table 12 20.030-1. Review Classification and Process Matrix
Add row:

Closed-Record Decision Hearing - No - No - No - No - Yes, before City Council

Table 19.28.020-1. Permit Terms and Extensions
Add row:
Building permits - 18 month initial term — 1 extension allowed - 18 months extension length

Vote: Ayes — Pickett, Adams, Lovelett, Archibald, Miller and Walters. Mction carried.

OTHER BUSINESS

Swinomish Indian Tribal Community Presentation

Mayor Gere said the city had invited Tribal Chairman Brian Cladoosby and members of the Tribal Senate

to explain the constitutional amendment they had applied for with the Bureau of Indian Affairs. The mayor
welcomed Chairman Cladoosby and the tribal members present.

Tribal Chairman spee pafs, Brian Cladoosby, introduced tribal senators faleq fale I, Barbara James
(Treasurer), smakala, Leon John, and wa lee hub, Kevin Paul as well as tribal Attorney Steve LeCuyer,
Intergovernmental Affairs Director Debra Lekanoff and Nina and Mary Cladoosby. Chairman Cladoosby
expressed the tribe’s disappointment about the letter mailed by Skagit County commissioners to Fidalgo
Island property owners. He thanked Anacortes for its willingness to talk about issues and resolve
disagreements. Chairman Cladoosby stated that nothing could happen through the constitutional
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amendment process that would have any impact on the ownership of any land on March Point or Summit
Park. He then outlined the history of the tribe’s constitution, adopted in 1934 and amended in 1966 and
1985, and described the intention of the third proposed amendment to bring the constitution into the 21
century by removing outmoded, paternalistic provisions. Chairman Cladoosby then addressed the true
nature of the tribe’s issues with the federal government related to the reservation boundary. He displayed
a map depicting the tribal boundary established by the Treaty of Point Ellictt in 1855 and ancther map
showing the less extensive boundary purportedly clarified by President Grant's 1873 Executive Crder.
Chairman Cladoosby reiterated the tribe’s longstanding position that only Congress can diminish a
reservation and that its boundary remained unchanged from 1855 but said the constitutional amendment
would not affect or resolve that longstanding disagreement. Chairman Cladoosby described several of the
tribe’s recent land purchases in the March Point area, all made by willing sellers or at public sales. He
referenced a letter from Skagit County Prosecuting Attorney Rich Weyrich to the Bureau of Indian Affairs
opposing the tribe’s fee-to-trust application for its gas station property which was currently assessed
property tax by Skagit County. Chairman Cladoosby displayed a calculation of the payments in lieu of
taxes that the tribe had made between 2010 and 2015 to the Anacortes Fire and Police departments, the
Skagit County Sheriff’'s Office and County Prosecutor, and the Washington State Patrol, totaling over
$622K. He said this was far more than the $5K of annual property tax assessed to the gas station
property. The chairman closed by stating again that the tribe’s action with its constitution was not going to
have any impact whatsoever on the citizens of Anacortes and that converting its three properties to trust
status would not impact the refineries, the Jerry Smith auto dealership, or area homeowners who would
still continue to pay taxes to Skagit County and Anacortes and the other taxing districts in the area.
Chairman Cladoosby restated that position in response to questions from several councilmembers and
Mayor Gere. Mr. Walters observed the dramatic change overnight in the La Conner School District after a
change in how federal law regarding taxation was interpreted there and concluded there was reascnable
concern for Anacortes. The chairman said County taxation of reservation land since the 1950s was a big
issue for the Swinomish and across the nation, but that was a longer discussion. Mayor Gere asked that
the city and tribal legal departments work together to educate Anacortes about the documents and the
issues. Mr. LeCuyer said he was happy to work with the City Attorney and councilmembers to share
information. Mayor Gere invited members of the community to address any remaining concerns to the
City Attorney if those had not been addressed by the presentation. Chairman Cladoosby invited the public
to phone him at 360-708-7533 if they had questions and referred to the FAQs on the tribe’s website.

At approximately 8:10 p.m. Mayor Gere called a brief recess. At approximately 8:18 p.m. the mayor called
the meeting back to order.

Finance Update
Finance Director Steve Hoglund presented a year end update on the City’s financial position through

November (92% through the year), referring to the charts included in the packet materials for the meeting.
He responded to councilmember questions regarding lower than expected utility tax revenue and reported
strong receipts of sales tax, real estate excise tax, impact fees, and vehicle tab fees. Mr. Hoglund then
displayed revenues and expenditures year to date by fund, highlighting items that would be addressed
later in the agenda with a year-end budget amendment, and concluded that there had been no unusual or
alarming performance in any fund.

Ordinance 2996: Amending the 2016 Budget (Year End}

Mr. Hoglund presented Crdinance 2996 to amend the 2016 budget. He reviewed each line in the
proposed amendment as presented in the packet materials for the meeting. Mr. Hoglund noted that the
2016 budget had relied on nearly $1M of general fund cash reserves but stronger than anticipated
revenues meant that only approximately $.5M would be needed. Mr. Walters moved, seconded by Mr.
Adams, to approve Ordinance 2996 as presented. Vote: Ayes — Adams, Lovelett, Archibald, Miller,
Walters and Pickett. Motion carried.

Ordinance 2890: Amending 2016 Budget for Equipment Rental & Replacement Transfer

Mr. Hoglund recalled prior discussions regarding this ordinance during the budget process. He displayed
a projection of the general fund cash balance at year end which was added to the packet materials for the
meeting. Mr. Hoglund demonstrated that after setting aside 20% of budgeted expenditures in the
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Economic Stabilization Reserve Fund as prescribed by the recently adopted Fund Balance Policy,
transferring $2.2M to replenish the Equipment Rental Fund replacement reserve under Ordinance 2990
would leave sufficient cash to maintain the desired 10% unassigned fund balance with approximately
%.5M remaining. Mr. Hoglund reminded Council that the 2017/2018 Biennial budget included full annual
funding for the equipment replacement fund but did not include any extracrdinary amounts to replenish
that fund for prior years of underfunding. Ms. Pickett moved, seconded by Mr. Archibald, to adopt
Ordinance 2990 as presented. Vote: Ayes — Archibald, Miller, Walters, Pickett and Adams. Nays -
Lovelett. Motion carried.

Contract Revision: Navia Benefit Solutions

Administrative Services Director Emily Schuh presented a revision to the city’s existing contract with
Navia Benefit Solutions, administrator of the city’'s Cafeteria Plan. She explained that the original contract
used the WCIA blanket policy but that document was silent about the city’s dual insurance incentive so
the revision addressed that incentive in both the plan document and in the summary plan description. Ms.
Lovelett moved, seconded by Mr. Miller, to approve the contract revision with Navia Benefit Solutions.
Vote: Ayes — Archibald, Miller, Walters, Pickett, Adams and Lovelett. Mction carried.

Resolution 1979: Adopting New Travel and Business Meals Policies and Procedures for the City of
Anacortes / Ordinance 3000 Repealing Ordinance 2825 Adopted June 21, 2010

Mr. Hoglund presented Resolution 1979 revised as requested by councilmembers at the December 12,
2016 meeting. He explained that all policies regarding non-travel meals had been consolidated at the end
of the document and reviewed the revised language. Mr. Adams and Mr. Walters said the revised
language achieved the clarity Council had been seeking. Mr. Walters moved, seconded by Ms. Pickett, to
adopt Resolution 1979 adopting the new travel policy and Ordinance 3000 repealing Ordinance 2825.
Vote: Ayes — Miller, Walters, Pickett, Adams, Lovelett and Archibald. Mction carried.

There being no further business, at approximately 8:57 p.m. the Anacortes City Council meeting of
December 19, 2016 was adjourned.
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RESOLUTION NO. 1980

A RESOLUTION OF THE CITY OF ANACORTES, WASHINGTON REGARDING THE
ADOPTION OF THE CITY’S 2017 WASHINGTON STATE LEGISLATIVE PRIORITIES

WHEREAS, the 2017 state legislative session starts on January 9, 2017; and

WHEREAS, efforts of representation on behalf of the City of Anacortes to influence, affect or
guide the passage of legislation in the Washington State legislature are enhanced by a
comprehensive package of pricrities that have been officially adopted by the City Council

pursuant to this resolution;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
ANACORTES that City Council adopts the attached City of Anacortes 2017 Washington State

Legislative Priorities as the position of the City of Anacortes on the items stated therein.

ADOPTED by the City Council this day of January 2017.

CITY OF ANACORTES:

By

Laurie M. Gere, Mayor

ATTEST:

Steven D. Hoglund, City Clerk

APPROVED AS TO FORM:

Darcy Swetnam, WSBA# 40530
City Attorney
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CITY OF ANACORTES, WASHINGTON

WATER SUPPLY AGREEMENT
2017 -2036
1. AGREEMENT

This Water Supply Agreement (“Agreement”) is entered between the City of Anacortes,
(“City”) and Shell Oil Products (“Customer”). The City and Customer are each a “Party” and
collectively the “Parties” to this Agreement. The Parties agree as follows.

2. RECITALS

2.1 Water Supply. The City owns and operates a Utility System, including a
Water Supply System. The City has water available to serve the Customer and other wholesale
customers. The City has in the past supplied and will continue to supply water according to the
terms and conditions of this Agreement.

2.2 Capacity. The City operates its Water Supply System for the purpose of
delivering an adequate supply of water to all of'its customers. The City operates its Utility System
to meet the volumes contracted for by its customers and to provide for future use or expansion of
the Utility System.

2.3 Multiple Customers. This is one of a series of similar, non-exclusive water
supply agreements. Through its Water Supply System, the City supplies water to the City’s retail
water system; and by contract to regional customers that include the Town of La Conner, City of
Oak Harbor, Skagit Public Utilities District No. 1, Swinomish Utility Authority, Shell Oil Products
US, and Tesoro Refining and Marketing Company. The intent of this Agreement is that the costs
of the Water Supply System be shared by the regional customers in a reasonable and consistent
manner, in light of the varying demands of the regional customers. The Customer enters this
Agreement to continue the City supply of water for its industrial and/or municipal water supply
requirements.  This Agreement replaces and supersedes any previous Agreements or
understandings between the parties.

3. DEFINITIONS

3.1 “Capital Costs” are costs incurred or planned for the betterment and
rehabilitation of the Water Supply System, including amounts paid from current water system
revenues, fund balances, and debt service costs.

3.2 “Debt Service Costs™ are the cost of issuance, and principal and interest on
outstanding bonds, loans or other Utility System debt

3.3 “Municipal customers” mean the Town of La Conner, City of Oak Harbor,
Skagit Public Utilities District No. 1 and Swinomish Utility Authority.

Dbs
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3.4 “Operating Costs™ are the cost of labor, supervision, supplies, utilities,
services, taxes (including but not limited to State and City utility taxes), insurance, and all other
direct or indirect expenses required to operate and maintain the Water Supply System.

3.5 “Refinery customers” mean Shell Oil Products and Tesoro Refining and
Marketing Company.

3.6 “Regional customers™ mean the Town of La Conner, City of Oak Harbor,
Skagit Public Utilities District No. 1, Swinomish Ultility Authority, Shell Oil Products US, and
Tesoro Refining and Marketing Company.

3.7 “Retail water system” means the City’s retail water service area.

3.8 “Uncontrollable Circumstances™ includes, but is not limited to, acts of God,
sabotage, war, fires, flood, earthquakes, power failure or other catastrophes, strikes, or failure or
breakdown of the Water Supply System.

3.9  “Utility System” under this Agreement means the City’s retail water system
and the Water Supply System.

3.10  “Water Supply System” means the City water system improvements, for
purposes of this Agreement, to include:

3.10.1 The water intake and treatment facilities near Avon on the Skagit
River and the water transmission pipelines from the water intake and treatment facilities to
Sharpe’s Corner (collectively the “Regional Facilities™);

3.10.2 The 20-inch water supply pipeline from South March Point Road to
the refineries (“Refinery Segment™); and

3.10.3 The 10-inch water supply pipeline along SR20 from Sharpe’s
Corner to the Oak Harbor metering point just north of the Deception Pass Bridge (“Oak
Harbor Segment”).

4. WATER SUPPLY, USE AND QUANTITY

4.1 The City shall supply quantities and pressures of water at location(s) and in
amounts as stated in this Agreement Exhibit A, and any subsequent amendments to this
Agreement. With the exception of the Skagit Public Utilities District #1 service area east of the
Swinomish Channel, Customer agrees that except for Uncontrollable Circumstances, the City shall
be its sole supplier of water for municipal or industrial purposes. Customer shall only use delivered
water for its own purposes. Refinery customers shall not use water for resale. A municipal
customer shall not use water for service or resale outside of the municipal customer’s service area
as provided in Exhibit A.

Ds
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4.2 The City shall use reasonable diligence to provide a regular and
uninterrupted supply to the Customer’s approved delivery point(s), but shall not be liable to the
Customer for damages, breach of this Agreement, or otherwise for interruption of water service or
curtailment of water supply for any Uncontrollable Circumstances. The Customer holds the City
harmless from any claim for damages related to continuity of service by third parties served by the
Customer, to the extent that the claim arises out of Customer’s negligence.

S. WATER DELIVERY POINTS

5.1 Approved Delivery Points. The City shall deliver water to the Customer at
the approved delivery points listed in Exhibit A.

5.2 New Delivery Points. The Customer may request service at additional
delivery points subject to the approval of the City. Recognizing that the Water Supply System is
not a distribution system but the Customer has complete responsibility for constructing, operating
and maintaining, and repair and replacement, of Customer’s distribution system adequate for its
service area. The Customer shall be responsible for paying all costs associated with installing new
service connections. The connection shall include the necessary piping and valves, metering
equipment of standard manufacture, and suitable isolating or backflow prevention devices as
appropriate. If required by the City, the meter shall be of a type capable of transmitting continuous
readings to the City’s Water Treatment Plant. For any proposed service connection, the Customer
shall prepare and submit the design for City approval prior to installation. The City shall own the
meter and be responsible for maintaining it in good repair.

6. QUALITY OF WATER

6.1 Standards. The City shall operate and maintain its Water Supply System in
order to supply water for municipal and industrial purposes that meets the water quality standards
of the Washington State Department of Health and the U.S. Environmental Protection Agency,
including periodic revisions to these standards. The City shall employ the normal care and
practices of water utilities with respect to meeting water quality standards.

6.2 Limits on Liability. The City shall not be liable to the Customer for failure
to meet the water quality standards for reasons that are outside the control of the City. The
Customer indemnifies and holds harmless the City from any water quality-related claim for
damages by third parties served by the Customer, to the extent that the claim arises out of
Customer’s negligence.

7. RATES AND CHARGES. Customer shall pay its share of costs as determined by
the City using the methodology identified in this Agreement. Exercising its sole discretion as
manager of the Utility System, the City shall allocate overall water utility costs between its retail
water system and the Water Supply System, using standard cost recovery principles, available
accounting data, and reasonable approximations when necessary. The Water Supply System costs
shall distinguish between Operating Costs and Capital Costs. Capital Costs shall be further
allocated between Regional Facilities, the Refinery Segment, and the Oak Harbor Segment.
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7.1 Charges for Operating Costs.

7.1.1 Allocation Basis. To calculate annual operating charges, Operating
Costs for the Water Supply System shall be allocated to each regional customer based on
each customer’s percentage share of the total regional water usage for the three (3) years
previous to the year to which the charges apply. For example, for 2020 operating charges
the allocation would be based on 2017-2019 water usage.

A. Future Transfers of Service Area. If there are future
transfers of service area between one regional customer and another, the historical
data shall be adjusted accordingly, using the best estimates available of actual water
usage in the transferred area.

B. Retail Water System Allocation. Under this Agreement, the
water usage of the City’s retail water system shall be calculated by taking the total
annual metered usage of all meters, and then subtracting the metered usage of the
regional customers and other non-retail water system customers.

C. No State utility tax will be included in Operating Costs
assessed to wholesale Customers purchasing water for resale.

7.1.2 Preliminary Operating Costs. For any year, preliminary Operating
Costs shall be calculated before January 30™ of that year, based on the City’s adopted
budget. One-twelfth of the preliminary operating charge to each regional customer shall
be payable each month. Billing is in arrears; it applies to service provided the previous
month.

7.1.3 Reconciliation to Actual Operating Costs. After year-end, a
reconciling charge or credit shall be calculated that accounts for the difference between the
budgeted and actual Operating Costs of the Water Supply System during the given year.
The reconciling charge or credit shall be allocated to regional customers based on the same
relative percentages as the corresponding preliminary operating charge.

7.2 Charges for Capital Costs.

7.2.1 Planning Period. The planning period for Capital Costs is the period
over which the City plans capital improvement projects for the Water Supply System, the
cost of which is to be recovered from regional customers. The planning period may range
from three to five years, as determined by the City.

7.2.2 Planned Capital Charges. Capital charges under this Agreement are
tixed annual charges to regional customers, to recover the projected Capital Costs incurred
during a planning period. The City shall segregate planned capital charges for Regional
Facilities, the Refinery Segment, and the Oak Harbor Segment.

7.2.3 Allocation Basis — General. Capital Costs shall be allocated to each
regional customer based on each customer’s percentage share of the total regional water
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usage for the three (3) years previous to the year to which the charges apply. For example,
for 2020 capital charges the allocation would be based on 2017-2019 water usage.

7.2.4 Allocation Basis — Regional Facilities. Capital Costs for Regional
Facilities are based on each regional customer’s percentage share of the total regional water
usage as determined under Agreement Section 7.2.3.

7.2.5 Allocation Basis — Refinery Segment. Capital Costs for the
Refinery Segment are allocated between the City retail water system and the refinery
customers according to their respective percentages under Agreement Section 7.2.3.

7.2.6  Allocation Basis — Oak Harbor Segment. Capital Costs for the Oak
Harbor Segment shall be divided between Oak Harbor and the City retail water system
according to their respective percentages under Agreement Section 7.2.3.

7.2.7 Regional Capital Account Balance. For charges for Capital Costs,
there is no reconciliation after a billing cycle. The City shall account for and maintain a
“regional capital account balance™ for money paid by regional customers for Capital Costs.

7.2.8 Supplemental Capital Charge. If unforeseen Capital Costs arise so
that there will be no regional capital account balance within a given planning period, the
City may either delay projects until the next planning period or charge for supplemental
Capital Costs to be paid by regional customers for the remainder of the current planning
period. Ifthe cause of unexpected Capital Costs is the Refinery Segment or the Oak Harbor
Segment, then the supplemental Capital Costs shall be allocated proportionately to the
regional customers with an interest in the specific facilities. Otherwise, the supplemental
Capital Costs shall be applied in the same percentage allocations used for the Capital Costs
for the applicable planning period.

7.2.9 Debt Service Charges to Refinery Customers. Recognizing the
variability of demand from the refinery customers and that regional customers may
terminate the agreement with only three-year’ notice, the City may maintain alternative
schedule(s) for recovery of Debt Service Costs as a component of Capital Costs charged to
the refinery customers.

7.3 Planning and Advisory Estimates. To assist Customer in its financial
planning, the City shall provide information to Customer, at least as follows. Following the City
administrative officer’s submission of a preliminary annual budget to the City Council under RCW
35A.33.055, a copy of that preliminary budget, or excerpts related to the Utility System from that
budget, shall be sent by City to Customer. In the event the City determines to operate under a
biennial budget under Chapter 35A.34 RCW, the city shall provide to Customer such review and
modification materials required under RCW 35A.34.130. By November 15" of each year, the City
shall provide to Customer a further, non-binding, advisory estimate of charges for Operating Costs
and Capital Costs for the next year. The City shall provide to Customer advance notice of draft
comprehensive plans, facility plans capital improvement plans or other planning documents
relating to the Utility System, as soon as practicable following the publication or general
availability of such plan drafts.
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8. BILLING AND PAYMENT.

8.1 Monthly Billing. The City shall bill Customer monthly for one twelfth
(1/12) of the annual charges calculated under Agreement Section 7. The bill shall identify the
Capital Cost and Operating Cost, the volume of metered water delivered to the Customer during
the month. Payment by the Customer is due within sixty (60) days of the receipt of the bill.

8.2 Late Payment. If a bill remains unpaid after seventy-five (75) days, the City
will assess interest on the delinquent amount at the rate of twelve percent (12%) per annum. If a
bill still is not paid after ninety (90) days, the City may use other remedies legally available to it,
including shutting off service to enforce payment. Nothing in this Agreement Section 8 relieves
Customer of obligations for payment of Capital Costs and Operating Costs for the three (3) year
period following notice of Agreement termination.

9. METERING.

9.1 Meters and Testing. The volume of water delivered to the Customer shall
be measured at the metering equipment at the delivery points identified under Agreement
Section 5. Meters shall be maintained and read monthly by the City. Meters shall be tested by the
City periodically, but not less than once per year, to assure continuing accuracy and conformance
to the standards of measurement and service accepted in the water industry. The Customer has the
right to advance notice and to be present at any of the regularly scheduled tests. The cost of
conducting such tests shall be borne by the City. Tests may also be conducted at other times at the
request of the Customer and the Customer may elect to have a representative witness the meter
test. If the meter is accurate, the Customer shall pay for the cost of the test; but if the test reveals
an inaccuracy of more than 2 percent, the City shall pay for the test. If an inaccuracy of more than
2 percent is discovered, all billings for water furnished hereunder for one-half the time from the
date of the preceding test shall be adjusted. The adjustment shall be for the full amount in excess
of 2 percent.

9.2 Temporary Lapses in Water Meter Data. If metered water use is incomplete
or inaccurate for any period of time, the City may bill the Customer for such period based on
estimated water use. The City may estimate use on any reasonable basis. The City shall provide
the Customer documentation of the method used to estimate Customer water use for such period.

9.3 Documentation of Monthly Metering Results. Even though monthly
metered water use does not affect the customer bill during the current year, the City shall read the
meters on a monthly basis and notify the Customer of its water use during the prior month

10. FUTURE WATER SERVICE AND SUPPLY REQUIREMENTS

10.1  Service Area. This Agreement between the City and the Customer is to
supply water to the Customer’s existing industrial operations and/or water service area. In this
regard, the Customer agrees not to increase its industrial operations or to expand its service area
in a manner that would increase its water requirements by more than ten (10) percent without the
prior approval of the City.

G
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10.2  Future Improvements. The City plans and develops water supply facilities
that may become necessary in the future to replace existing facilities or to expand the capacity of
its Water Supply System to meet growing demands. The City may require appropriate
commitments from regional customers prior to proceeding with system improvements.

10.3  Other Service. Nothing in this Agreement limits the City’s authority to
expand its service area or serve other retail or wholesale customers, in addition to service provided
to the regional customers.

11. TERM AND TERMINATION.

11.1  Term. Subject to Agreement Section 11.2, this Agreement shall take effect
on January 1, 2017, and remain in full force and effect until December 31, 2036. Either party can
request, no more frequently than annually, amendment or renegotiation of this Agreement.

11.2  Termination. Either Party has the right to terminate this Agreement by
giving not less than three (3) years’ written notice to the other Party.

12. GENERAL

12.1  Conflicts. To the extent that there is any inconsistency between the
provisions of this Agreement, any exhibit incorporated as part of this Agreement, the provisions
of this Agreement shall control.

12.2  Records Inspection. The City shall maintain and make available for
inspection at reasonable times all records pertaining to the Utility System. These records shall be
maintained for a minimum of three (3)-years.

12.3  Notices. All notices and billing required hereunder shall be sent to the
following addresses:

CITY OF ANACORTES CUSTOMER
Mailing: PO Box 547 PO Box 622
Anacortes, WA 98221 Anacortes, WA 98221
Physical: 904 6th Street 8505 S Texas Road
Anacortes, WA 98221 Anacortes, WA 98221

The person and address to which the notices are to be given may be changed at any time by either
Party upon written notice to the other Party. All notices given pursuant to this Agreement shall be
deemed given upon receipt.

12.4  Applicable Law. This Agreement and all disputes arising thereunder shall
be governed by Washington State Law.

12.5 Assignment; Survival. Except as otherwise provided herein, neither Party
may assign its rights or obligations under this Agreement without the express written consent of
the other Party, which consent may be withheld in the sole discretion of such Party. This
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Agreement shall be binding upon, and inure to the benefit of, the successors and permitted assigns
of the Parties.

12.6  Dispute Resolution. The Parties shall seek to resolve amicably any disputes
arising under this Agreement. If a dispute cannot be resolved by the Parties, any Party may invoke
a formal conflict resolution process under this Section 12.6.

12.6.1 The first step in the process shall be a meeting including the City’s
Mayor and Public Works Director and the Customer’s representative(s).

12.6.2 If the Parties cannot resolve the dispute at the first step within thirty
(30) days, the second step in the process shall be mediation before a single mediator
selected by mutual agreement of the Parties. If the Parties cannot agree on a
mediator, either Party may apply to the presiding judge of the Skagit County
Superior Court for appointment of a mediator.

12.6.3 1If the Parties cannot resolve the dispute at the second step within
ninety (90) days of the appointment of the mediator, any Party may commence an
action under this Agreement.

Any dispute that cannot be resolved by the Parties shall be resolved in the Skagit County Superior
Court with each Party preserving its right to trial by jury.

12.7 Non-Waiver. A waiver by either Party of any breach of any provision
hereof shall not be taken or held to be a waiver of any succeeding breach of such provision or as
waiver of any provision itself. No payment or acceptance of compensation for any period
subsequent to any breach shall be deemed a waiver of any right or acceptance of the breach. Where
the condition to be waived is a material part of the Agreement such that its waiver would affect
the essential bargains of the Parties, the waiver must be supported by consideration and take the
form of an Agreement modification.

12.8 No Third Party Beneficiary. The rights and obligations created by this
Agreement are for the sole benefit of the Parties, their successors or assigns and no person not a
Party shall be a beneficiary, intended or otherwise, of any such rights or be entitled to enforce any
of the obligations created by this Agreement.

12.9  Severability. If any term or provision of this Agreement, or the application
thereof to any person or circumstances, shall to any extent be invalid or unenforceable, the
remainder of this Agreement or the application of such term or provision to persons or
circumstances other than those as to which it is held invalid or unenforceable shall not be affected
thereby, and each term and provision of this Agreement shall be valid and enforced to the fullest
extent permitted by law. Further, the Parties shall negotiate in good faith regarding amendments
to this Agreement that would, to the maximum extent possible, effectuate the intent of any
provision determined to be invalid or unenforceable.

12.10 Construction. This Agreement has been freely and fairly negotiated by the

Parties hereto and has been reviewed and discussed by legal counsel for each of the Parties, each
of whom has had the full opportunity to modify the draftsmanship hereof and, therefore, the terms
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of this Agreement shall be construed and interpreted without any presumption or other rule
requiring constructional interpretation against the Party causing the drafting of the Agreement.

12.11 Captions. The captions and paragraphs headings contained in this
Agreement are for convenience and reference purposes only and in no way define, describe, extend
or limit the scope or intent of this Agreement, nor the intent of any provision hereof.

12.12 Prior Agreement Superseded;: Complete Agreement. This Agreement
supersedes that Water Supply Agreement between the Parties (effective January 1, 2006 for the
term 2006 — 2026, the “Prior Agreement). The Prior Agreement has no further force or effect
commencing January 1, 2017. This Agreement contains the complete statement of the
understanding of the Parties with respect to the subject matter of this Agreement. There are no
other representations, agreements, or understandings, oral or written, by the Parties relating to the
subject matter of this Agreement that are not fully expressed in this Agreement. Each Party
acknowledges and represents to the other Party that it is executing this Agreement solely in reliance
upon its own judgment and knowledge and that it is not executing this Agreement based upon the
representation or covenant of the other Party, or anyone acting on such Party's behalf, except as
expressly stated herein. Any modifications or amendments to this Agreement shall be approved
in writing by both Parties.

12.13 Execution in Counterparts. This Agreement may be executed in two or
more counterparts, all of which, when taken together, shall constitute one and the same Agreement.
Executed counterparts transmitted by facsimile or electronic means shall be binding on the Parties.

12.14 Certain Representations And Warranties Of The Parties. Each Party
represents and warrants to the other that the execution, delivery and performance of this Agreement
have been duly approved by all required government or corporate action, and that the person or
persons signing on behalf of such Party have full authority to do so.

IN WITNESS WHEREOF, the Parties hereto have each executed this Agreement as of the
day and year below written.

CITY OF ANACORTES

By:

Laurie M. Gere, Mayor

DATE:

ATTEST:

Steven D. Hoglund, City Clerk Treasurer DS
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CUSTOMER

DocuSigned by:

y: | Adnan Brpard
THFAH B 8gnard
DATE: 23 December 2016 | 01:38 GMT

ATTEST:
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EXHIBIT A
Water Supply Agreement between the City of Anacortes and Shell Oil Products US.

Approved Metered Service Connections:

No. | Size Brand Type Location Reading System
1 167 Venturi North Texas Road Automated
2 67 Sensus North Texas Road Manual
3 67 Sensus Turbine North Texas Road Manual
4 2”7 Sensus Turbine North Texas Road Manual
5 g’ Sensus North Texas Road Manual
6 37 Sensus North Texas Road Automated

1. Contractual Water Volume:

Annual: 2,860 Million Gallons
2. Water Pressure: 90 psi
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— CITY OF ANACORTES WATER UTILITY
< WHOLESALE WATER CONTRACTS

There are 6 wholesale water customers. 4 other water purveyors, and 2 industrial
customers.

* City of Oak Harbor

* Town of La Conner

* Swinomish Utility Authority
* Skagit PUD

* Shell

* Tesoro

Each of the wholesale customers has an overarching 20 year agreement. The current contracts_terms are
2006 - 2025.

ot
The é wholesale customers use about 90% of the water the utility treats. \-/
—
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