Des Moines :

Water Wérks
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‘ Urbandale Water Utility

March 29, 2023
Dear Regional Partners:

We are pleased to share the second draft of the proposed Central lowa Water Works (CIWW) Chapter
28E/28F Agreement. The development of CIWW is a forward-thinking collaborative that will best
manage the future of drinking water production in central Iowa.

The 28E/F sets forth in detail the terms under which a regional water production entity can be created.
This second draft, which is the product of a working group consisting of staff and legal representatives of
DMWW, WDMWW, and UWU, reflects consideration of all comments received over the last year from
our regional partners and from outside experts, such as bond counsel, and reconciles the various
viewpoints offered. The group’s work included consideration of all input received, as well as efforts to
improve on the initial draft by incorporating a small number of issues not previously considered.

Most recently, work has focused on two primary issues: 1) how wholesale communities who don’t join
CIWW would be served, and 2) service territory transfer considerations. Rather than leave these issues
unresolved which could delay the progress of CIWW, the staff working group has worked in earnest to
provide proposed language on these items for your consideration. We are pleased to offer proposed
language on these issues that we believe is fair and equitable to all regional partners. This proposed
language has not yet been incorporated into the draft 28E/F but is included as a separate document.

The attachments to this letter include: 1) a clean copy of the second draft, 2) an outline of significant
changes since the first draft, 3) a redline comparing the first and second drafts, 4) an annotated copy
which provides selected background on many of the proposed changes, and 5) proposed language on the
two issues addressed above.

We ask that you review these documents, and we look forward to receiving any additional comments you
may have by May 12, 2023. This will help move the timeline forward for upcoming public outreach and
input initiatives, and ultimately to execution of this agreement in 2023 which will facilitate the formation
of Central lowa Water Works. It is anticipated an updated financial model completed by Public Financial
Advisors LLC (PFM) based on the specifics outlined in the second draft will be ready within the next
month so member agencies can evaluate the financial component of joining CIWW. Once the regional
board is seated, an operational commencement date will be determined.

We look forward to hearing your feedback on the new draft and moving the process forward for this
exciting regional initiative.

Sincerely,

e (ke W loloor—
Ted Corrigan V Christina Murphy Dale Acheson
CEO & General Manager General Manager General Manager

Des Moines Water Works West Des Moines Water Works Urbandale Water Utility



CHANGES EFFECTED BY SECOND DRAFT OF CIWW 28E/28F AGREEMENT

1.

10.

11.

12.

13.

Language changes and edits are made to avoid arguments for application of Chapter 389,
lowa Code, issuers arising from a recent lowa Supreme Court decision, and to enhance
arguments for tax free status. (CIWW needs to not to be a “utility” but rather a joint and
cooperative undertaking and must be political subdivision or instrumentality of political
subdivisions as defined by federal law and tax rulings).

Provision to allow “private” Member Agencies are eliminated and scope of water service
limited to Member Agencies only (There are some inconsistencies in the draft on non-
member service that still need to be addressed with bond counsel).

The transition operational phase prior to asset transfer is eliminated. CIWW operations
will commence only upon asset transfer.

Defined exceptions to CIWW as exclusive supplier of water are provided for rural water
districts for areas deemed beyond the essential scope of CIWW operation.

Edits to clarify scope of CIWW’s “supply” activity versus Member Agency retained
“distribution” activity are made.

Explicit provisions governing the pending Saylorville Expansion Project are added.
DMWW agrees not to serve customers under the existing Purchased Capacity Master
Agreement that do not become Member Agencies beyond the scope and term of the
existing Master Agreement.

Wheeling provision substantially re-written in response to comments.

Required cooperation provision added with respect to easements and other rights for
future placement of water infrastructure in view of some WRA experiences.

Provisions added to regulate ASR construction and operation.

Operating Contracts will be defined at the time of authorization of CIWW Agreement,
but not attached as a Schedule.

Financial and bonding provisions for Capacity Expansion are clarified.

The role of Member Agencies in the Long Range Plan is enhanced and a one year
deadline for the initial plan is imposed.
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21.

22.

23.

24,

25.

26.

Various legal comments on the governing board provisions have been implemented,
including changes suggested by bond counsel. Provision for Board Alternates added.
Bond matters are to be subject to automatic weighted vote.

List of items eligible for weighted vote upon demand revised to exclude revision or
termination of Operating Contracts.

Demand from DMWW’s wholesale customers excluded from DMWW weighted voting
power and a minimum of three Trustees must vote in favor of any item for which a
weighted vote is taken in order for it to pass.

Board Committee provisions have been adjusted in light of comments to make them more
representative.

Member vote and member admission provisions have been revised per legal and bond
counsel comments.

Fiscal year is changed to calendar year.

Budget provisions & budget cycle modified in light of practical issues revealed by
comments. Certification provision added at the suggestion of bond counsel.

Many changes to bonding provisions made after detailed review by Ahlers firm and
Dorsey firm. Pre-authorization is given for up to $900 Million in CIWW Bonds for
defined projects. Financing is expected to include both CIWW and member-provided
funding.

Water Shortage Plan provisions and schedule revised per discussion with potential
members and legal concerns.

Default, remedy, and boilerplate provision revised per legal counsel comments &
suggestions.

Provision added making asset reversions upon termination of the CIWW entity subject to
an equitable obligation to serve in proportion to Allocated Capacities as of date of
termination.

Provisions added that retail territory issues shall be resolved as provided by state and
federal law, subject to an obligation to mediate before bringing suit.

Some schedules are updated and revised per other changes. REVISION AND
UPDATES TO SCHEDULES ARE NOT COMPLETE AND ARE ONGOING. Notably,
Schedule XI111-1 representing asset transfer and resulting buy-ins by members has not
been updated, pending the update of relevant information, such as asset book values, and
join/no join decisions by potential members.



Proposal by DMWW, UWU and WDMWW Staff on Outstanding Items
(Not reviewed by Boards)

Outstanding Item #1: Retail Service Territory Transfers

This proposal addresses issues arising when a Member Agency or the related city of a board-
governed Member Agency annexes an unincorporated area where another Member Agency is
serving retail customers. As a practical matter this will most often involve issues between cities
and rural water districts.

DMWW, UWU and WDMWW believe a standard approach to retail service territory transfers,
which recognizes the investments made in existing service territories to be annexed, would
support a cooperative, collaborative, and equitable relationship among Member Agencies.

Recognizing that an agreement or legal settlement between two member agencies may exist and
shall remain in place, the following guidelines are proposed to help facilitate service territory
transfer for which no agreement or settlement exists:

e Once a city has annexed an area, a Member Agency already serving customers in the
annexed area (i.e., rural water district) will have the option to continue serving those
customers with its existing facilities (Option A below), or transfer those customers to
the annexing city/Member Agency. (Option B below).

e The Member Agency already serving the annexed area (i.e., rural water district) will
not add additional customers within the annexed area after annexation without
approval of the annexing city/Member Agency.

Option A
If the Member Agency already serving the annexed area (i.e., rural water district) chooses to

continue serving its existing customers in the annexed area, the annexing Member Agency will
pay a one-time payment of $250 per acre of recognized service territory to be transferred. The
per acre amount of $250 will be adjusted 3% annually at the beginning of each calendar year for
the length of the 28E/F.

Option B
If the Member Agency already serving the annexed area (i.e., rural water district) chooses to

transfer its existing customers in the annexed area to the annexing city/Member Agency, it can
choose to be compensated for those customers based on one of the methods described below:

1. Net Revenue Option. Within 90 days after annexation, the rural water district will
prepare and submit to the Member Agency a statement of the present value of the
“Net Revenue” from rural water district’s existing customers in the annexed area.
“Net Revenue” shall include the following:

a. Actual gross revenue to Rural Water District for the 12 months preceding
the date of annexation from all existing customers in the annexation area as
of the date of the annexation. If a Rural Water District existing customer
has not been a customer for a full 12 months preceding the date of



annexation, the projected revenue for 12 months shall be determined based
on twelve times the average monthly revenue actually received from that
customer;

Less 20% of the total gross revenue for the assumed cost to the rural water
district for pumps and water charges;

The present value of the Net Revenue figure shall be calculated based on
the annual Net Revenue described above, the weighted average number of
years remaining on all rural water financing bonds as of the date of
annexation from the Member Agency (excluding interim financing), using
an assumed interest rate based on United States Treasury Bonds having a
maturity of 20 years, determined as of the annexation date. If no debt exists,
a term of 10 years shall be used in the present value calculation.

Infrastructure Purchase Option. Within 90 days after annexation, the rural water

district shall prepare and submit to the Member Agency a cost statement of the
actual cost of water infrastructure in the annexed area. The purchase price shall be
based on the “Actual Cost” to the rural water district of the infrastructure servicing
the annexed area. “Actual Cost” shall include:

The actual, original cost of construction and installation of the water
infrastructure in the annexed area;

Plus up to 20% of this figure for the assumed cost of engineering, legal,
accounting and archeological fees, if not already included in the costs
above.

Water infrastructure that continues to service any area outside the annexed area shall not be
included in the Purchase Price unless mutually agreed upon.

Any customer that is only provided an emergency connection does not meet the definition of an
existing customer and the annexing Member Agency will have the right to serve unless mutually

agreed upon.

Outstanding Item #2: Who Serves Existing Wholesale Communities Who Choose Not to

Join

The second item concerns the parties that choose not to join CIWW as Member Agencies, but
that have Purchased Capacity rights under the existing Wholesale Water Service Master
Agreement with DMWW. The Outcomes Document states, “The Master Agreement will
otherwise remain in full force and effect for other DMWW wholesale customers that are not
founding Members, and DMWW shall retain the right to set rates and provide service to those
wholesale customers that are not Members of CIWW”.



Uwu, DMWW, and WDMWW believe there should be distinct and identifiable benefits to
membership in CIWW and that DMWW should not receive advantage in the weighted voting
process due to purchased capacity customers that do not join CIWW. To that end the second
draft of the 28E/F attached provides:

1) Article VIII Section 10(d)- demand attributable to purchased capacity customers that
continue to be served by DMWW will be excluded from the weighted voting power of
DMWW, and

2) Article IV Section 10 - the supply of water to purchased capacity customers that continue
to be served by DMWW shall be limited to the capacity legally required to be provided
(existing purchased capacity) and that such service provided by DMWW will not be
extended beyond the termination date of the Master Agreement in 2045.

Based on recent discussions aimed at resolving this issue, in addition to the proposed language in
the second draft of the 28E, UWU, DMWW and WDMWW staff propose including two
additional items in the final draft of the 28E as follows:

1) Reserve capacity will not be allocated to DMWW for purchased capacity customers that
choose not to join CIWW, beyond the purchased capacity obligation.

2) At such time that communities who don’t join CIWW no longer have a need for
purchased capacity, the returned purchased capacity will be sold back to CIWW at actual
cost as of the operational commencement date by the entity who paid for the capacity and
proportionally offered to founding CIWW Member Agencies based on how initial reserve
capacity was allocated (i.e., based on initial growth expectations).



SECOND PROPOSED DRAFT
OF

CENTRAL IOWA WATER WORKS
28E/28F AGREEMENT

Disclaimer: This document has been prepared by Des Moines Water Works, West Des Moines
Water Works and Urbandale Water Utility to set forth in terms they have jointly developed that
they consider a basis for the formation of a regional water supply entity under Chapter 28E and
Chapter 28F, lowa Code.

Such parties do not by issuance of this document make any commitment to join in the document
in this form. This document is an invitation to all other potential Founding Agencies to provide
an indication of their interest in joining in an agreement on these terms or to propose any
alternative terms, but is not to be construed as an offer open to acceptance by any other party
or parties.

Each party reserves the right to propose additional or different terms as discussions progress
and as the exact composition of founding participants is defined.

03/07/2023
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CENTRAL IOWA WATER WORKS
28E/28F AGREEMENT

WHEREAS, the Board of Water Works Trustees of the City of Des Moines, lowa, (“DMWW?”),
the Board of Water Works Trustees of the City of West Des Moines, lowa, (“WDMWW?), the
Water Utility Board of Trustees of the City of Urbandale, Iowa (“UWU”), and the municipal
water utility systems of the Cities of [Altoona (“Altoona”), Ankeny (“Ankeny”), Bondurant
(“Bondurant”),  Clive (“Clive”), Johnston (“Johnston”), Grimes (“Grimes”), Norwalk
(“Norwalk™), Polk City (“Polk City”), Waukee, lowa (“Waukee”)], each a municipal water utility
organized and existing under Code of lowa, [and the Warren Water District (“Warren”), a rural
water district organized and existing under Chapter 357A, lowa Code, and Xenia Rural Water
District (“Xenia”), a rural water district organized and existing under Chapter 357A, lowa Code]
(collectively, the “Founding Agencies”) are each duly established public agencies in the State of
lowa that own and operate public water supply systems serving retail customers and others and
each consider it to be desirable, in their best interests, and in the best interests of their respective
entities and water consumers to establish a shared regional system of drinking water production
and supply facilities under regional governance to meet their existing and future needs for safe,
sufficient, reliable, and reasonably priced drinking water to be delivered by them in turn to their
respective customers;

WHEREAS, the Founding Agencies desire to exercise and share their respective powers
pursuant to Chapter 28E and Chapter 28F, lowa Code, to establish a new regional water authority
as a joint cooperative undertaking to be created as a separate public entity to be known as the
“Central lowa Water Works” to act as a regional water wholesale production and supply provider
exclusively to the Member Agency utilities under the terms of this Agreement, with other
incidental wholesale service only to the extent permitted by this Agreement; and

WHEREAS, the Founding Agencies have agreed that from and after the Effective Date
the terms of this Agreement shall be given full effect and shall govern the matters set forth herein.

NOW, THEREFORE, the undersigned Founding Agencies agree as follows:
ARTICLE I. PURPOSES AND ESTABLISHMENT OF LEGAL ENTITY

Section 1. Purposes. The purposes of this Agreement are: (a) to establish a joint
cooperative undertaking by creating, establishing, and providing for the operation of, a separate
entity under Chapter 28E and Chapter 28F, lowa Code, as a body corporate and political
subdivision of the State of lowa, and an instrumentality of political subdivisions of the State of
lowa, in accordance with IRS Revenue Ruling 57-128, 1957 C.B. 311; (b) to create and provide
for operation of a regional water wholesale production and supply entity that shall operate
exclusively on a cooperative basis for the mutual benefit of the Founding Agencies and other
agencies subsequently admitted to membership as provided by this Agreement, as their exclusive
water supply provider; (c) to otherwise achieve the objectives set forth in Section 5 of this Article;
(d) to delegate to such entity certain powers and authorities of the Founding Agencies and other
agencies subsequently admitted to membership as provided by this Agreement to the fullest extent
allowed by law; and (e) to otherwise govern and provide for the operation and governance of such



entity.

Section 2. Founding Data. The terms of this Agreement are based on the historic
annual finished water demand (“Annual Demand”) and the historic maximum day utilization of
capacity (“Max Day Demand”) of the Founding Agencies as defined and set forth in Schedule I-
2 attached. The parties agree that the Annual Demand and Max Day Demand information stated
in Schedule 1-2 is true and correct for the calendar years 2018 through 2022, inclusive, for all
purposes of this Agreement. Schedule 1-2 shall be augmented to include the Annual Demand and
Max Day Demand data for the preceding five years for each new agency admitted to membership
after the Effective Date of this Agreement. Schedule 1-2 shall be updated to include data for each
calendar year after the Effective Date, subject to approval of the Board.

Section 3. Creation of Entity and Name. An entity is hereby established under
Chapter 28E and 28F, lowa Code. Its name shall be:

CENTRAL IOWA WATER WORKS
(referred to herein as “CIWW?).

Section 4. Membership. Each of the Founding Agencies shall be a member of CIWW
upon execution of this Agreement. Additional public agencies meeting the eligibility
requirements of this Agreement, and approved for admission to membership as provided herein,
shall become Member Agencies upon the effective date of their joinder in this Agreement.
References herein to “Member Agency” and “Member Agencies” shall mean the Founding
Agencies, and any other public agency subsequently admitted to membership as provided herein
(“New Member Agency”). Entities to which a Member Agency provides water service under a
Total Service Agreement as defined in Article IV or other wholesale agreement are not Member
Agencies.

Section 5. CIWW Objectives. The objectives of CIWW shall be:

@ To be amembership organization governed by, and operated for the mutual benefit
of, its Member Agencies;

(b) To manage the natural resource of water as a region to ensure drinking water
remains safe, in sufficient supply, and available to meet the needs of the people of
central lowa served by the Member Agencies;

(© To manage water costs to Member Agencies by providing value and stability
through economies of scale and regional public governance and management;

(d) To improve the governance of regional water production to include wider
representation within the region served by the Member Agencies;

(e) To consolidate the authority for the planning and expansion of Water Supply
Facilities including construction of new Water Supply Facilities;

() To establish shared ownership of existing Water Supply Facilities of the Founding
Agencies;

(9) To provide for the ownership, operation, and maintenance of Water Supply
Facilities of the Member Agencies;
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(h) To act as the exclusive wholesale supplier of water to the Member Agencies and
to establish rates for water production consistent with its expenses and capital
needs;

Q) To retain and not displace the structure and governance of all existing Member
Agency water utility boards, city water utilities and rural water districts in all
matters related to distribution of water to their residential, business, and other
customers; and

() To advance and promote regional and statewide water resource management as a
critical quality of life and economic development asset in the context of climate
change and source water quality and quantity challenges.

Section 6. Status as Separate Legal Entity. CIWW is organized exclusively under
Chapters 28E and 28F, lowa Code, to permit joint exercises of any powers, privileges or
authorities exercised or capable of exercise by city utilities and other public agencies, including
rural water districts organized under Chapter 357A, lowa Code, as Founding Members or Member
Agencies in the future, to maximize the mutual benefits and efficiencies of collaboration
thereunder. Pursuant to Sections 28E.4, 28E.5, and 28F.1, lowa Code, CIWW shall be constituted
as a separate legal and administrative entity to be governed by the Board established under Article
V11, subject to the Member voting requirements of Article XI. As so constituted, CIWW shall be
a public body corporate that is separate and distinct from its Member Agencies, but organized and
operated for their mutual benefit.

Section 7. Governmental Status. CIWW shall be a body corporate and a political
subdivision of the State of lowa under Chapter 28E and Chapter 28F, lowa Code, and an
instrumentality of political subdivisions of the State of lowa as a joint cooperative undertaking
for the exclusive benefit of its Member Agencies. CIWW shall be a governmental body subject
to open meetings requirements under Chapter 21, lowa Code, and a government body subject to
open records requirements under Chapter 22, lowa Code, to the extent provided by law, as
amended. CIWW shall be operated to be exempt from federal and state income tax to the fullest
extent permitted by law.

Section 8. Limited Liability of Member Agencies. Except as otherwise provided by
Chapter 28F, lowa Code, and by this Agreement, no Member Agency of CIWW shall be liable in
such capacity for any acts or omissions, debts, or other obligations of CIWW. No assets, revenues,
or taxing authority of any Member Agency may be reached, attached, or executed upon by any
creditor of, or claimant against, CIWW.

Section 9. Initial Capital Contributions. The Founding Agencies shall make initial
start-up Capital Contributions to CIWW based on their proportionate shares of Annual Demand
in the amounts set forth in Schedule 1-9 (“Initial Capital Contributions”). Such Initial Capital
Contributions shall be made in cash within sixty (60) days of the Effective Date. The Board shall
evaluate the sufficiency of CIWW s initial capital after the Effective Date under the provisions
of Section 2 of Article XV, and if required upon such evaluation, the Board shall increase the
Initial Capital Contribution of each Member Agency, and cause Schedule 1-9 to be revised
accordingly and specify the due date for payment of additional amounts. Capital Contributions
shall earn no interest or other investment return and shall be non-refundable, except as otherwise
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expressly provided in this Agreement. Each New Member Agency shall make an initial capital
contribution in the amount as required by the Board.

Section 10.  No Seal. CIWW shall have no seal.

Section 11.  Effective Date. This Agreement shall be effective, and the existence of
CIWW shall commence, after all of the Founding Agencies have authorized and executed this
Agreement, on the date of its filing with the lowa Secretary of State as provided by Section 28E.8,
lowa Code. The date the fully executed Agreement is filed shall be the “Effective Date.”

Section 12.  Operational Commencement. CIWW shall commence operations as a
wholesale water supplier to Member Agencies on January 1, 2025, or on such later date approved
by the Board on which the transfer of all of the Designated Water Supply Facilities of the
Founding Agencies to CIWW hereunder is consummated (the “Operational Commencement
Date”).

Section 13.  Term and Period of Existence. The initial term of this Agreement, and the
initial period of existence of CIWW, shall be forty (40) years from the Effective Date. Early
termination and any extension of such term of existence shall be governed by Article XXIV.

Section 14.  Manner of Financing. The manner of financing of the joint and cooperative
undertakings of the Member Agencies hereunder shall be Capital Contributions from Member
Agencies, wholesale water delivery and other operating revenues, state, federal or other grant
receipts, and issuance of bonds and indebtedness under Chapter 28F, lowa Code, as amended.

Section 15.  Individual Ownership and Responsibility. =~ Except as otherwise explicitly
provided herein, each party to this Agreement shall at all times hold and own its respective
properties. Each party shall be solely authorized to supervise, direct, and manage its own activities
and the activities of its respective employees and agents. Each party shall retain sole responsibility
and liability for its own acts and omissions hereunder and for the acts and omissions of its respective
employees and agents hereunder.

ARTICLE Il. POWERS OF CIWW

Section 1. Powers Generally. Except as expressly limited under this Agreement,
CIWW shall have and may exercise, under the direction of the Board constituted under Article
VIII, any and all powers necessary and proper to the accomplishment of the purposes provided
herein, to the fullest extent permitted under Chapter 28E and Chapter 28F, lowa Code, as the
same may be amended and supplemented in the future, or under any other applicable law.

Section 2. Specific Enumeration of Powers. Without limiting the generality of the
powers conferred under Section 1 of this Article, the powers of CIWW include, but are not limited
to, the power to do all of the following within the limitations provided by this Agreement:

@ To perform the functions of production, storage, delivery, and re-sale of wholesale
water to, on behalf of, and as an essential governmental purpose of the Member
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(t)
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Agencies;

To acquire drinking water for re-sale to its Member Agencies or to non-member
public water supply systems, as defined in Chapter 455B, lowa Code, to the extent
permitted by this Agreement;

To produce drinking water for sale to its Member Agencies and to non-member
public water supply systems as defined in Chapter 455B, lowa Code, to the extent
permitted by this Agreement;

To sell water on a wholesale basis to Member Agencies and to non-member public
water supply systems, and to provide for the terms of such service by rule or by
contract;

To establish, adopt and enforce rules and regulations governing its operation and
provision of wholesale water service;

To establish rates and charges for wholesale water service, and reasonable
penalties for any rates or charges that are delinquent. Rates and charges shall be
non-discriminatory and imposed in accordance with Schedule VI-2 herein;

To plan for, acquire, construct and secure such Water Supply Facilities as it deems
necessary or proper;

To operate and secure CIWW Water Supply Facilities for the benefit of Member
Agencies;

To contract for, or provide and maintain, security to preserve and protect the
CIWW Water Supply Facilities and properties owned or operated by CIWW, as
the Board deems necessary to preserve and protect the peace, health, safety, and
welfare of the public and the public water supply;

To contract with any public or private entity to acquire supplies of water for re-
sale or to acquire Water Supply Facilities, and any other services as it may require;
To take any actions necessary or appropriate to secure or improve the quality and
available quantity of source waters required for the provision of safe drinking
water to its Member Agencies and otherwise to advance and promote regional and
state-wide water resource management;

To do all things necessary and proper to operate as a regional water wholesale
supplier;

To rent, lease, or purchase, or otherwise acquire any tangible personal property,
real estate or services reasonably necessary to fulfill the purposes of this
Agreement;

To approve its own budget, including approval and payment of its costs of
operation and maintenance;

To make provision for its capital needs and requirements;

To contract for services or employ such staff as it deems necessary, or both;

To establish a system of accounting and budgeting, and a system for receiving and
disbursing payments;

To insure its properties and its risks against loss;

To retain legal counsel, accountants, professional engineers, and other
professional advisers needed in order to fulfill the purposes of this Agreement;
To establish Bylaws as provided by Section 12 of Article VIII;

To sue or be sued;
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(v)

(w)
(x)
v)

@)

(aa)

To enter into agreements, contracts or other arrangements for the financing of its
operational and capital requirements, and joint projects hereunder, including the
issuance of bonds or other debt;

To merge or consolidate with another entity;

To sell or dispose of any or all of its assets;

To apply for grants or other funding from state government, federal government,
or non-governmental entities;

To exercise the powers generally possessed and exercised by Member Agencies
under lowa law, including necessary police powers, the power of eminent domain,
and special assessment authority, to the fullest extent permitted by lowa law,
except to the extent expressly inconsistent with this Agreement; and

To exercise any of the powers of Member Agencies delegated to CIWW to the
maximum extent permitted under Chapter 28E, lowa Code and all powers granted
to entities under Chapter 28F, lowa Code.

ARTICLE I11. LIMITATIONS OF SCOPE AND CIWW POWERS AND OPERATIONS

Section 1. Prohibited Activities. Notwithstanding the provisions of Article 1I, CIWW
shall not have the power under this Agreement to do any of the following:

@ Sell or distribute water to any entity that is not a public water supply system, as
defined in Chapter 455B, lowa Code, or otherwise engage in distribution of water
at retail to any customers;

(b) Directly furnish water to customers within the individual distribution systems of
Member Agencies;

(©) Have any power over the rates charged by Member Agencies

(d) Provide free water to any private or public agency;

(e Provide any preference in service to any Member Agency or discriminate in
service against any Member Agency;

U] Establish any rates or rate methods that unreasonably favor or discriminate against
any Member Agency;

(9) Enter into any other business other than provision of water to Member Agencies;

(h) Enter into any Total Service Agreements as defined by Article 1V; or

Q) Pledge the assets or revenue of CIWW to any person or entity, or to serve as a
surety for any Member Agency, except as expressly provided in Article XVII
related to the issuance of bonds.

Section 2. No Private Inurement. No part of the net earnings of CIWW shall inure to

the benefit of, or be distributable to any private persons or private agency, except CIWW is
authorized and empowered to pay reasonable compensation or consideration for goods, services,
materials, or properties that it obtains.
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ARTICLE IV. CIWW EXCLUSIVE SUPPLY RIGHTS AND SERVICE OBLIGATIONS

Section 1.
Founding Agencies hereby grants to CIWW the exclusive right to supply all finished drinking
water required by their respective water utilities, on a wholesale basis on terms as provided herein,
to be effective as of the Operational Commencement Date. Each new Member Agency shall grant
the same rights to CIWW as a condition of its membership.

AND DEDICATION OF EXISTING FACILITIES

Exclusive Supply Rights. Except as set forth in Schedule 1V-1, each of the

Definitions of Water Supply Activity and Water Distribution Activity.

As used in this Agreement, “Water Supply Activity” shall mean and include:

Acquisition and withdrawal of surface water or groundwater as a raw
source of water for treatment and re-sale;

Storage of raw source water;

Treatment of raw source water to produce finished drinking water;
Storage of treated water for later delivery on a wholesale basis to a public
water supply system;

Transmission, pumping, and supply of finished water on a wholesale basis
to a Member Agency or other public water supply system; and

Other activities necessary and appropriate for CIWW to meet its water
supply obligations to Member Agencies under this Agreement.

As used in this Agreement, “Water Distribution Activity” shall mean and include:

Acquisition of finished water from CIWW;

Distribution, distribution storage, delivery, and metering of finished water
to the customers of a Member Agency, and

All activities, other than a Water Supply Activity, required to conduct
business as a public water supply utility.

Water Supply Activity shall not include Water Distribution Activity and Water
Distribution Activity shall not include Water Supply Activity. The Board shall
refer any uncertainty or dispute regarding the scope of Water Supply Activity and
Water Distribution Activity to the Technical Committee for review and
recommendation to the Board regarding proper classification. The Board shall
make a final decision regarding whether an activity is a Water Supply Activity or
Water Distribution Activity after receipt of the Technical Committee’s
recommendation.

Section 2.
(a)
(i)
(ii)
(iii)
(iv)
(V)
(vi)
(b)
@
(iii)
(c)
Section 3.
(a)

Definitions of Water Supply Facilities and Water Distribution Facilities.

As used in this Agreement, “Water Supply Facilities” shall mean the assets and
facilities used to conduct Water Supply Activity by or on behalf of CIWW. This
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(b)

(©)

(d)

definition includes source water systems, water treatment plants, aquifer storage
and recovery (“ASR”) systems or other storage facilities used for Water Supply
Activity, and the transmission pumps, mains, and systems, including easements,
required to conduct Water Supply Activity on an efficient basis. Except as any
Founding Agency and CIWW may otherwise agree as to any specific property or
facility, Water Supply Facilities shall not include the existing office buildings
and/or distribution buildings, or assets not related to CIWW Water Supply
Activities of the Founding Agencies or any existing grounds or facilities made
available to the public for park or other recreational use.

As used in this Agreement, “Water Distribution Facilities” shall mean the assets
and facilities used to conduct Water Distribution Activity by a Member Agency,
either individually or on a shared basis, including water feeder and distribution
mains, water towers, or ASR systems not used for Water Supply Activity, and
other storage of finished water by a Member within its system of distribution, as
required to conduct Water Distribution Activity on an efficient basis.

Water Supply Facilities shall not include Water Distribution Facilities and Water
Distribution Facilities shall not include Water Supply Facilities.

The differentiation and line of demarcation between Water Supply Facilities and
Water Distribution Facilities shall be based on the principles that facilities that
primarily provide a system-wide water supply benefit shall be deemed Water
Supply Facilities, while facilities, whether or not shared, that primarily provide
benefit to individual Member Agencies shall be deemed Water Distribution
Facilities. Any uncertainty or dispute regarding the scope of Water Supply
Facilities and Water Distribution Facilities shall be referred by the Board to the
Technical Committee for review and recommendation. The Board shall make a
final decision regarding whether a facility is a Water Supply Facility or Water
Distribution Facility after receipt of the Technical Committee’s recommendation.

Section 3A. Transition Rule. All assets transferred to CIWW in accordance with

Schedule 1V-6 of this Agreement shall be Water Supply Facilities without regard to anything
contained in this Agreement to the contrary. All facilities constructed after the Operational
Commencement Date shall be treated as Water Supply Facilities or Water Distribution Facilities
by the application of definitions in this Agreement. All Water Supply Facilities transferred
shall be transferred subject to pre-existing cost sharing arrangements, which arrangements shall
be assigned to, and assumed by, CIWW and are identified in Schedule IV-3A.

Section 4. Limitations on Founding Agency Water Supply Activities.

(@)

Beginning on the Operational Commencement Date, the Founding Agencies shall
not:

0] Engage in Water Supply Activity, except as a supplier to CIWW or as
16



permitted under Sections 1, 9, 10, and 11 of this Article;

(i) Except as allowed by Schedule IVV-1, Contract for drinking water supplies
from any party other than CIWW,

(i) Acquire or expand assets providing for Water Supply Activity that infringe
on CIWW’s exclusive right to serve as described in this Article, except to
the extent approved in advance by the Board; or

(iv)  Apply for new water allocation permits from the State of lowa, or in any
way alter the flows or water quality of surface or groundwater supplies,
allocated to CIWW or to CIWW’s contract suppliers, unless agreed to by
CIWW.

(b) Notwithstanding Article 1V, Section 4(a), each of the Founding Agencies has the
right to conduct Water Distribution Activity, and to supply water as permitted
under Sections 9, 10, and 11 of this Article, but construction or operation of ASR
facilities as a part of a Water Distribution Activity shall be subject to Section 14
of this Article.

(© Each New Member Agency shall agree to the foregoing limitations and
reservations as a condition of its membership.

Section 5. CIWW _ Service Obligations. Effective as of the Operational
Commencement Date, CIWW shall supply the drinking water required by Member Agencies on
a non-discriminatory basis, within the limits of its capacity, at existing connection points, with
future connections approved by the Board in accordance with the service obligations standards as
set forth in Schedule 1V-5. CIWW shall take reasonable steps required to maintain and expand its
capacity to meet the projected finished water needs of the Member Agencies in accordance with
the CIWW Long Range Plan, and to assure that drinking water delivered by CIWW shall meet
all applicable state and federal water quality regulations.

It shall be the responsibility of CIWW to manage the interaction, for CIWW’s use, between
various water qualities of the Water Producing Members, and to bear the expense thereof.

Section 6. Transfer and Operation of Existing Water Supply Facilities. DMWW,
WDMWW, Grimes, Polk City, and Altoona shall transfer their existing Water Supply Facilities
and related rights to CIWW on the terms provided by this Agreement to be effective on the
Operational Commencement Date. The specific facilities and assets to be transferred are set forth
in Schedule IV-6 (the “Designated Water Supply Facilities”). Each Member Agency transferring
a Designated Water Supply Facility is a “Water Producing Member Agency,” or collectively the
“Water Producing Member Agencies.” From and after the Operational Commencement Date,
Water Producing Member Agencies shall continue to operate their respective Designated Water
Supply Facilities exclusively for the benefit of CIWW under operating contracts with CIWW as
provided in Article V, Section 1, and shall exclusively dedicate their use of waters of the State of
lowa, under permits from the lowa Department of Natural Resources, to CIWW until such time
as such permits are issued to or transferred to CIWW.

Each of the Water Producing Member Agencies shall transfer the ownership interests in
Designated Water Supply Facilities as set forth in Schedule 1V-6 to CIWW on the Operational
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Commencement Date on the terms provided in Article XIII of this Agreement. CIWW shall
acquire ownership as provided in Article XI1l. CIWW Water Supply Facilities shall be permitted
in accordance with applicable law.

Section 7. Ownership, Operation, and Maintenance of Water Supply Facilities prior
to Operational Commencement Date. Each of the Water Producing Member Agencies shall
continue to own and operate its respective Dedicated Water Supply Facilities, until such time as
the transfer of such assets to CIWW is consummated hereunder. Until the Operational
Commencement Date, each Water Producing Member shall have the right and the obligation at
its own expense to undertake such repair, replacement and improvement of its Dedicated Water
Supply Facilities as it determines are reasonably needed to maintain its Dedicated Water Supply
Facilities in good sound operational condition and to maintain their full operational capacity.

Section 8. Repair, Replacement, Improvement, and Expansion. Except for the
Saylorville Expansion Project, which shall be governed by Section 8A of this Article, from and
after the Operational Commencement Date, the cost of repair, replacement and improvement of
Dedicated Water Supply Facilities shall be paid by CIWW as provided in Section 2 of Article
V. The currently planned facility projects listed in Schedule 1VV-8 shall be constructed by the
Founding Agencies as listed without further Board approval and the costs thereof shall be paid
by CIWW.

Each of the Water Producing Member Agencies shall expand the capacity of their Designated
Water Supply Facilities to the extent directed by the Board, provided that CIWW makes
provision to pay for the full cost of such Capacity Expansions. Water Producing Member
Agencies shall not otherwise expand the capacity of the respective Designated Water Supply
Facilities without the consent of the Board.

Section 8A. Saylorville Water Treatment Plant Expansion. DMWW shall plan,
design and construct a 10 MGD expansion of the Saylorville Water Treatment Plant (the
“Saylorville Expansion Project”) to be included within its Designated Water Supply Facilities
and the full actual costs thereof shall be paid by certain of the Founding Agencies in the shares
set forth in Schedule 1V-8A. The new capacity created by the Saylorville Expansion Project
shall be allocated among the Founding Member Agencies as set forth in Section 4 of Article V.

Section 9. Total Service Agreements. As used in this Agreement "Total Service
Agreement” means an agreement, now existing or hereafter arising, between a Member Agency
and another retail public water supply entity whereby the Member Agency serves the consumers
of the other retail entity on a direct basis that includes distribution to a consumer’s connection
point, operation and maintenance of the distribution system, and billing and collection of rates
and charges, and in the case of existing Total Service Agreements, supplying water. Total Service
Agreements existing as of the Effective Date are listed in Schedule V-9 hereto. Each Member
Agency retains the right to provide water service under existing Total Service Agreements, and
the consumers served under such agreements shall, for all purposes of this Agreement, be
considered retail customers of the Member Agency providing such total service. However, for
new Total Service Agreements established after the Effective Date, CIWW shall be the wholesale
supplier to the counterparty under the new Total Service Agreement unless such customer cannot
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be directly served by CIWW due to lack of geographic proximity, available transmission
facilities, or other good reason.

Section 10.  Wholesale Water Service Master Agreement. The existing Wholesale
Water Service Master Agreement among DMWW, other Founding Agencies, and others dated
June 10, 2005, which made provision for “purchased capacity” (the “Purchased Capacity Master
Agreement”) shall be deemed terminated as among the Founding Agencies as of the
Operational Commencement Date. The Purchased Capacity Master Agreement shall otherwise
remain in full force and effect as to other purchasing parties that are not Member Agencies, and
DMWW shall retain the right to set rates and provide service under the Purchased Capacity
Master Agreement for parties that are not Member Agencies of CIWW. DMWW shall limit its
supply of water under the Purchased Capacity Master Agreement to the capacity legally
required to be provided under such agreement and shall not extend the Purchased Capacity
Master Agreement beyond its current expiration date in 2045.

Section 11.  Other Preexisting Wholesale Relationships. Member Agencies may
continue to supply their pre-existing wholesale customers listed in Schedule 1V-11 for the full
term of any existing agreement, including any contract renewal periods, and until such agreement
expires or is terminated. The retail customers served through pre-existing wholesale customers
shall, for all purposes of this Agreement, be considered retail customers of the Member Agency.

Section 12.  Wheeling. CIWW may request consent from a Member Agency to wheel
water through the Member Agency’s water distribution mains to serve other existing or potential
Member Agencies. Such consent shall be granted unless the Member Agency demonstrates that
service to its current or reasonably expected future retail customers within the next five (5) years
would be adversely affected. Wheeling arrangements shall be at mutually agreeable reasonable
capacities and terms as outlined and executed in a separate wheeling agreement between CIWW,
the Member Agency requesting consent, and the Member Agency giving consent. Such terms
shall provide that the Member Agency giving consent for wheeling shall recover from the
Member Agency requesting consent the full annual capital costs, computed under a utility-basis
approach that considers both depreciation expense and a rate of return on net book value, of the
proportionate distribution main capacity so diverted to serve others, plus the full applicable
operating costs thereof, including but not limited to pumping and chlorination costs. If,
subsequent to such consent, wheeling adversely affects the Member Agency’s service to its then
existing retail customers or reasonably expected future retail customers within the next five (5)
years, the Member Agency giving consent may give notice to the parties to terminate the wheeling
arrangement. After receipt of such notice the Member Agency requiring connection shall be
responsible for the costs of removing the wheeling connection and constructing new connection
facilities to replace the wheeling connection within a reasonable time after such notice that allows
for planning, funding, and construction of the new connection facilities. The wheeling
arrangement shall terminate upon the completion of the new connection facilities.

Section 13. Member Agency Obligations. Except as otherwise provided herein, each
Member Agency shall be solely responsible for its own assets and operations related to Water
Distribution Activity and shall solely bear all costs thereof. Each Member Agency agrees, within
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the limits of its powers, to assist CIWW in obtaining rights for placement of infrastructure or
rights to raw water sources needed to serve the Member Agencies and to support CIWW’s
regional system.

Section 14.  ASR Operations. The construction and operation of ASR facilities of
CIWW and the Member Agencies shall be subject to reasonable rules and requirements
established by the Board. The initial ASR rules and requirements are set forth in Schedule V-
14. Such rules may be amended by the Board at any time.

ARTICLE V. WATER SUPPLY FACILITY OPERATING CONTRACTS AND
CAPACITY EXPANSION

Section 1. Operating Contracts. CIWW and each of the Water Producing Member
Agencies shall enter into a facility operating contract for operation of the particular Water
Producing Member’s Designated Water Supply Facility from and after the Operational
Commencement Date on terms as provided in the respective forms of contract approved by the
governing board of each Water Producing Member at the time of such governing board’s approval
of this Agreement, which shall include reimbursement of costs as provided in Section 2 of this
Article VV and Schedule V-2 from and after the Operational Commencement Date (each an
“Operating Contract”). Each such Operating Contract shall be in full force for a minimum term
of twenty (20) years from the Operational Commencement Date.

Section 2. Actual Cost Recovery. CIWW shall pay the Water Producing Member
Agencies for the operation of their respective Designated Water Supply Facilities amounts
pursuant to its Operating Contract that are equal to their full actual cost of providing such services
plus two percent (2%), to be determined on the basis of the principles set forth in Schedule V-2
attached. Such amount shall be paid in monthly installments based on estimated costs, with a
periodic true up to reflect actual costs incurred, as provided in Schedule V-2. In addition to
payment of costs of operation, CIWW shall reimburse each Water Producing Member Agency
for the full actual cost of all capital projects for repair, replacement and improvement of its
Designated Water Supply Facilities incurred after the Operational Commencement Date as such
costs are incurred. To the extent a specific project benefits both Designated Water Supply
Facilities and Water Distribution Facilities, the project costs shall be allocated between CIWW
and the Water Producing Member Agency based on relative benefit conferred. CIWW shall at all
times maintain sufficient capital and reserves to assure its ability to meet its financial obligations
under this Section, and the Board shall make Capital Calls or issue Emergency Member Agency
Assessments under Article XV as needed to make timely payment to Water Producing Member
Agencies.

Section 3. Initial Capacity Allocations. The initial total capacity of CIWW to supply
the Member Agencies as of the Effective Date is determined to be 136.5 Million Gallons per Day
(“MGD”). Such capacity shall be allocated among the Member Agencies for use under this
Agreement. Each Member Agency’s capacity allocation is referred to herein as its “Allocated
Capacity.” The initial Allocated Capacity of each Founding Agency is set forth in Schedule V-3.
Schedule V-3 shall be updated by the Board when and as the Allocated Capacity of any Member
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Agency changes.

Section 4. Saylorville Expansion Capacity Allocations. The Allocated Capacity of
Founding Member Agencies that subscribe to payment of the costs of the Saylorville Expansion
Project shall be increased in the amounts set forth in Schedule IV-8A as of the date that the
facilities constructed by the Saylorville Expansion Project become fully operational.

Section 5. New Member Agency Allocations. After the Effective Date, a New Member

Agency shall be admitted only to the extent that CIWW has, after taking into consideration any
new capacity acquired from the New Member Agency, sufficient capacity available to provide
for the New Member Agency’s estimated Max Day Demand, and if need be, there are sufficient
existing Member Agencies willing to voluntarily reduce their Allocated Capacity in exchange for
payment as provided under this Section.

The following provisions shall govern the Allocated Capacity of New Member Agencies:

(a)

(b)

(©)

(d)

(€)

The New Member Agency’s minimum requirement for Allocated Capacity
(“Required New Member Capacity”) in order to be admitted shall be the highest
maximum day demand during the previous full five (5) calendar years plus ten
percent (10%).

If the New Member Agency has physical production capacity to be dedicated or
transferred to CIWW by the New Member Agency, such capacity shall be
allocated to the New Member Agency.

To the extent that the New Member Agency is a party to a Total Service
Agreement with a Founding Agency under Section 9 of Article IV or is a wholesale
customer of a Founding Agency under Section 11 of Article 1V, the average Max
Day Demand for the previous five years supplied to it by the Founding Agency
shall be reallocated from such Founding Agency to the New Member Agency.
Such Founding Agency shall be compensated for such reallocation as provided in
Subsection (f) of this Section.

To the extent that the New Member Agency is a customer of DMWW under
Section 10 of Article IV, the average Max Day Demand for the previous five years
supplied to it by DMWW thereunder shall be reallocated from DMWW to the new
Member Agency and the Purchased Capacity Master Agreement and all right
thereunder shall be deemed terminated as between the New Member Agency and
DMWW as of the effective date of admission. DMWW shall be compensated for
such reallocation as provided in Subsection (f) of this Section.

To the extent the Required New Member Capacity is not allocated to the New
Member Agency under subsections (b), (c), and (d), it must be obtained by the
New Member Agency by voluntary reductions in the Allocated Capacity of
existing Member Agencies. Such Member Agencies shall be compensated for such
reductions as provided in Subsection (f) of this Section.
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()] The payment required from a New Member Agency with respect to its acquisition
of Allocated Capacity under Subsections (c), (d), and (e) of this Section shall be
at the rate determined by the Board pursuant to the principles set forth in Schedule
V-5. Such payment shall be made by the New Member Agency to CIWW. To the
extent a reallocation is made under Subsections (c) or (d), the Founding Agency
affected by a reduction of its Allocated Capacity shall be paid a share of such
payment that is equal to the increase in the asset transfer consideration that such
Founding Agency would have been due if the New Member Agency had become
a founding agency when this Agreement was executed less any amount previously
recovered by the Founding Agency from the New Member Agency as a capital
cost of wholesale service to the new Member Agency, plus interest on the amount
computed to be due at the rate of four percent (4%) per annum from the
Operational Commencement Date. The balance, if any, of the payment shall be
retained by CIWW as additional capital. Any payment under Subsection (e) of this
Section shall be paid to the reducing Member Agencies in proportion to their
agreed respective reductions of their Allocated Capacities.

If there are insufficient voluntary reductions by existing Member Agencies to accommodate a
New Member’s Required New Member Capacity, the New Member Agency may request
membership in CIWW based on its participation in Capacity Expansion Projects pursuant to
Sections 6 and 7 of this Article. If the New Member Agency meets all the other requirements of
this Agreement and the Board for admission, the New Member Agency will be admitted after the
requisite Capacity Expansion Projects have been completed and are producing finished water at
rated capacity.

Section 6. Capacity Expansions. CIWW shall construct, own and operate new or
expanded additional Water Supply Facilities, to increase water output available to CIWW
consistent with the CIWW Long Range Plan established under Article VII (each a “Capacity
Expansion”). A project that creates a Capacity Expansion is a “Capacity Expansion Project.” All
Capacity Expansion Projects required to meet expected growth in demand by Member Agencies
as expected under the CIWW Long Range Plan shall be funded by the Member Agencies as stated
in Section 7 of this Article. Other Capacity Expansion Projects may be funded either from CIWW
funds or by prospective New Member Agencies, or by Member Agencies as provided in the
CIWW Long Range Plan and the CIWW Capital Plan. The additional water output capacity
created by a Capacity Expansion Project funded by Member Agencies, other than New Member
Agencies, shall be allocated to Member Agencies in proportion to the amount such Member
Agency pays for a part of a Capacity Expansion Project under Section 7(b) of this Article. The
additional water output capacity created by a Capacity Expansion Project funded by a New
Member Agency under Section 7(c) shall be allocated to the New Member Agency providing the
funding. The additional water output capacity created by a Capacity Expansion Project funded
from CIWW sources of funds shall be allocated to Member Agencies in proportion to their
previously Allocated Capacities prior to the Capacity Expansion, except to the extent the Board
determines to maintain an unallocated reserve capacity for business and operational reasons it
deems sufficient.
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Section 7. Costs of Member Agency-Funded Capacity Expansions. The costs of
Capacity Expansion Projects funded by Member Agencies shall be allocated among, and be borne
by, the Member Agencies as follows:

(a)

(b)

(©)

(d)

Nine per cent (9%) of the total cost of the Capacity Expansion Project shall be
allocated to all Member Agencies based on each Member Agency’s pro rata share
of Allocated Capacity as of the date the Board approves the Capacity Expansion
Project;

Ninety-one per cent (91%) of the total cost of the Capacity Expansion Project shall
be allocated pro rata based upon the forecasted increases in projected demand of
each Member Agency having a projected increased demand as set forth in the
CIWW Long Range Plan that forms the basis of the Board’s approval of the
Capital Expansion Project; and

Notwithstanding subsection (a) and (b), one hundred percent (100%) of the cost
of any Capacity Expansion Project, or any part thereof, which is constructed to
meet the Required New Member Capacity of a New Member Agency, shall be
paid by such New Member Agency.

Each Member Agency or New Member Agency shall pay or satisfy its share of the
costs of each Capacity Expansion Project pursuant to Section 7(b) and (c) hereof
by payment of such share to CIWW. Each Member Agency and New Member
Agency shall make specific provision for payment of its allocated share of the
Capacity Expansion Project, and if sufficient funds are not available to said
Member Agency or New Member Agency, each shall issue bonds, notes, or other
obligations as it deems appropriate to fund its allocated share. Financing allocated
costs of a Capacity Expansion Project, including the issuance of bonds, notes or
other obligations, shall be undertaken by Member Agencies and New Member
Agencies individually, to the extent necessary to capitalize their respective cost
allocation. If CIWW issues Bonds for said Capacity Expansion Project, Debt
Service on said Bonds shall be allocated to Member Agencies and New Member
Agencies in accordance with Section 7(b) and (c) hereof, and collected by CIWW
from the affected Member Agencies and New Member Agencies, along with rates
imposed in accordance with Schedule VI-2 hereof.

ARTICLE VI. WHOLESALE RATES TO MEMBER AGENCIES

Section 1. Rates to Recover Costs. The Board shall establish wholesale rates to be
charged to Member Agencies that are calculated in the aggregate based on the anticipated total
Revenue Requirements of CIWW as determined by the Board. CIWW’s “Revenue
Requirements” shall be the amount determined to be sufficient to defray all of the costs of water
and other operating and maintenance expenses of CIWW, to provide for capital requirements, and
to satisfy all requirements of the current and future financing of CIWW?’s capital requirements,
including payment of Debt Service, compliance with coverage and reserve requirements, and
financing covenants of any Bonds, and to provide reasonable unrestricted cash reserves as
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determined by the Board of Directors. The Board may adjust the operating reserves from time to
time.

Section 2. Annual Determination of Revenue Requirement. CIWW’s Revenue
Requirements and the rates to be charged to Member Agencies collectively and individually, shall
be determined annually by the Board in its sole judgment. The Revenue Requirements will be
prospective and developed as part of the budget process under Article XV. The Board shall obtain
a cost of service study annually based on the American Water Works Association M-1 Manual or
similar standard that is widely accepted in the water supply industry, and shall apply such study
in a manner consistent with the mandatory rate principles set forth in Schedule VI-2. In setting
rates, the Board will assign the actual cost of service to each member, and recover costs from each
within a reasonable degree of precision and certainty.

Section 3. Volume and Max Day Demand of Member Agencies. The volume of water
provided by CIWW to each Member Agency and the Max Day Demand utilized by each Member
Agency shall be determined by metering at the point of delivery to the extent meters now existing
or hereafter created allow such measurement. All other volumes and Max Day Demands shall be
estimated based on the methods and assumptions set forth in Schedule VI-3 hereto.

Section 4. Individual Rates. The rates to Member Agencies shall be based on the
principles and methodologies as set forth in Schedule VI-2. The Board’s judgment, reasonably
reached, shall be final as to the establishment of water rates to Member Agencies, subject only to
the dispute resolution provisions of Article XXV of this Agreement.

Section 5. Charges for Excess Consumption. Water delivered in a daily quantity that
is greater than a Member Agency’s Allocated Capacity is deemed to be “Excess Consumption”
and further deemed to be the use of the Allocated Capacity of other Member Agencies. CIWW is
not obligated to supply water on any day to any Member Agency that is in excess of its Allocated
Capacity. However, to the extent Excess Consumption is provided to a Member Agency then the
Member Agency shall be subject to Capacity Lease Charges as defined by Schedule VI-5.
Capacity Lease Charges shall be billed to Member Agencies incurring the charges and CIWW
shall credit the receipts thereof to the Member Agencies not incurring such charges on such days
on a proportionate basis as defined in Schedule VI-5. Member Agencies who have Excess
Consumption for more than ten (10) days in any calendar year shall have the maximum amount
of the Excess Consumption added to the Member Agency’s projected demand in the Long Range
Plan prepared according to Article VII.

Section 6. Initial Rates. The initial rates to be charged and applied effective as of the
Operational Commencement Date are contemplated to be as set forth in Schedule VI1-6, subject
to revision by the Board following development of the Initial Budget. The Board will analyze,
review and revise rates, annually as provided by the terms of this Agreement.

Section 7. Billing, Payment. Member Agencies shall be billed monthly in arrears for
actual delivery at the established rates, and shall pay the billing in full without offset or reduction,
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except for the netting specified in Section 8, within twenty-five (25) days of the date of issuance
of the bill.

Section 8. Netting of Payments Due Under This Agreement. Any amounts due or
credits due between CIWW and any Member Agency for services, charges, or other obligations
arising under this Agreement may be netted against any other billings between them, but billings
shall not otherwise be offset against any other obligations between them.

Section 9. Member Agency Financial Covenant. Each Member Agency covenants
that it will set its own rates and charges to its retail, Wholesale and Total Service Agreement
customers, and collect such charges, to assure that the Member Agency has revenue sufficient to
meet the Member Agency’s expenses and financial obligations, including all financial obligations
to CIWW, which shall be an annual operating expense of the public water supply system of each
Member Agency.

ARTICLE VII. LONG RANGE PLAN AND WATER QUALITY

Section 1. Long Range Plan. The Board shall prepare and adopt a long-range plan to
meet the needs for drinking water of the Member Agencies over a planning horizon of not less
than ten (10) years (the “CIWW Long Range Plan”) and shall revise such plan as needed as new
Member Agencies are admitted and as other circumstances dictate. The CIWW Long Range Plan
shall take into account all factors relevant to the mission of CIWW, including without limitation:
(a) expected growth in water requirements of the Member Agencies; (b) source water availability
and quality; (c) long range trends affecting source water supplies and allocations, including
impacts of climate change; (d) water treatment capacities and requirements; and (e) all other
matters necessary to assure the safety of drinking water supplies and sufficiency of quantity to
meet demands, at reasonable cost. The initial CIWW Long Range Plan preparation shall
commence promptly after the Effective Date and be completed within one (1) year of the Effective
Date of this Agreement and shall be adopted by the Board prior to the Operational
Commencement Date. The initial CIWW Long Range Plan will be based on the existing DMWW
and WDMWW long-range plans as starting points but with such changes and updates as may be
proposed to the Board by the Long Range Planning and Capital Improvements Committee, and
by the Technical Committee, or that the Board determines to be appropriate.

Section 2. Update to Plan. The CIWW Long Range Plan shall be updated on a regular
basis, and in any event no less frequently than every five (5) years.

Section 3. Member Agency Participation. Each Member Agency shall participate in,
and support, the process of preparing and updating the CIWW Long Range Plan by making its
data and information available to CIWW and to its planning staff and contractors. Each Member
Agency shall supply its best estimates of future water requirements and demand in support of
CIWW’s planning efforts within a reasonable time upon request. Information supplied by
Member Agencies shall be based on uniform standards and principles for such information
established by the Technical Committee. CIWW shall have no service obligation to meet any
Member Agency’s demand to the extent the Member Agency’s demand exceeds the Member
Agency’s forecasted demand expressed in the CIWW Long Range Plan.
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Prior to the original adoption of the CIWW Long Range Plan by the Board, and prior to each
update thereto, Member Agencies shall review, approve and certify to CIWW confirmation of the
CIWW Long Range Plan’s compliance with their individual stated needs over the intended time
period covered by the applicable CIWW Long Range Plan, or updates thereto.

Section 4. Implementation of CIWW Long Range Plan. The Board shall be
responsible, in its discretion, to operate CIWW in accordance with the CIWW Long Range Plan
and to implement the CIWW Long Range Plan’s provisions.

Section 5. Source Water Quality Protection and Improvement. The Board shall
establish and implement a program to protect and improve the water quality of CIWW’s actual
and potential water sources. The program will include outreach and cooperation with federal, state
and local agencies, and with other parties with interests in the watersheds and aquifers on which
CIWW relies. CIWW’s implementation of a water quality program may include expenditures of
CIWW funds under the direction of the Board after determination that such expenditures will
further the goals of protecting and improving the quality of CIWW’s source waters.

ARTICLE VIII. GOVERNING BOARD

Section 1. Governing Body. CIWW shall be governed by a Board of Trustees
("Board™) as constituted and established in this Article. Members of the Board shall receive no
compensation from CIWW, other than reimbursement for valid expenses incurred, for service on
the Board. Except as limited by the Member Agency Vote requirements of Article X1, and by the
terms of this Agreement, the Board shall have full and plenary authority over CIWW, and over
the conduct of CIWW’s business and affairs.

Section 2. Initial Composition of Board. The initial Board shall consist of
(_) Trustees, with one Trustee appointed by and representing each of the Founding Agencies,
and with DMWW entitled to appoint and be represented by one Additional Trustee by application
of the additional Trustee provision of Section 4 of this Article. It is intended that water systems
served by Member Agencies under Sections 9, 10, and 11 of Article IV shall be represented on
the Board only by the Trustee(s) appointed by the Member Agency providing service to such
water systems.

Section 3. Size of Board. The number of Trustees shall always be equal to the number
of Member Agencies of CIWW plus one or more Additional Trustees based on population served
as provided in Section 4 of this Article.

Section 4. Additional Trustees. In addition to the one Trustee representative provided
for each Member Agency, any Member Agency that serves areas with a total population in excess
of one hundred thousand (100,000) persons shall be entitled to one additional Trustee
representative (an “Additional Trustee”). The Additional Trustee shall be identified as such by
the appointing authority at the time of appointment. Population shall be determined on the basis
of the most recently available United States Census data, including any United States Census
estimates that are issued after the last decennial United States Census. For the purposes of this
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Section, the area served by a Member Agency shall include the areas directly served by the
distribution system of the Member Agency, and the area served by the Member Agency under
Sections 9, 10 and 11 of Article 1V.

Section 5. Board Appointments and Terms. Each Trustee, including any Additional
Trustee, shall be appointed by the Member Agency being represented. In the case of a Member
Agency that is a city utility governed by the City Council, the appointment shall be made by the
mayor of the City, subject to approval of its City Council. In the case of any other Member
Agency, including Board-governed city utilities, the appointment shall be made by resolution of
its governing body. Trustees shall serve three (3) year staggered terms or until their replacement
is appointed. For the purpose of providing staggered terms, the Board shall be divided into three
classes of equal size, or as nearly equal size as possible, with terms expiring on a staggered basis.
The initial staggered terms of the Trustees representing the Founding Agencies shall be
established by division of the Board into three classes that are assigned by lot at the first meeting
of the Board after the Effective Date, subject to the requirement that the regular Trustee
representing any Member Agency and any Additional Trustee representing such Member Agency
shall be assigned to different classes. Upon the occurrence of any vacancy on the Board for any
reason, the Member Agency being represented shall appoint a replacement for the unexpired term
of the vacant position. Trustees may be appointed for any number of terms in the discretion of the
appointing Member Agency. When a New Member Agency is admitted under this Agreement,
the New Member Agency shall appoint a Trustee, and if applicable an Additional Trustee, to
represent it, with each such Trustee assigned to a class by resolution of the Board.

Section 6. Removal. Any Trustee may be removed by the appointing Member Agency
at any time for any reason or for no reason. Any Trustee may also be removed for cause by vote
of the Board. Any such removal shall create a vacancy to be filled as provided in Section 5 of this
Article. Any Trustee removed for cause by vote of the Board shall not be eligible for re-
appointment.

Section 7. Effect of Withdrawal of Member Agency on Board. If any Member
Agency withdraws from membership in CIWW or is for any other reason no longer a Member
Agency, the size of the Board shall be automatically reduced and any Trustee representing the
departed Member Agency, shall be deemed to no longer serve on the Board effective as of the
date of the Member Agency’s withdrawal or departure.

Section 8. Quorum. The presence of at least a majority of the duly appointed and
acting Trustees, including Additional Trustees, shall constitute a quorum required to be present
to convene a meeting of the Board and for the conduct of its business. The Chair shall determine
whether a quorum exists, shall cause the names of the Trustees present to be entered into the
meeting minutes, and shall call the meeting to order if a quorum exists. A quorum for a weighted
vote shall require the presence of Trustees representing at least three Member Agencies as well
as Trustees representing a majority of the weighted vote allocation described in Section 10(d)
hereof.

Section 9. Voting. Except as provided in Section 10 of this Article, each Trustee,
including each Additional Trustee, shall have one (1) vote, and the majority vote of the Trustees
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present and voting, if a quorum is established, shall prevail on any vote. No vote shall be taken
without a quorum of the Board being present. The Chair, or in the Chair's absence the Vice-Chair,
of the Board shall be entitled to vote and participate in discussion, but shall not make or second a

motion.

Section 10.

(@)

(b)

Weighted Voting by Board.

Approval and issuance of Bonds shall be considered by the Board on a weighted
vote, as described in subsection (d) hereof. An affirmative vote of a majority of
the Trustees of the Board, on a weighted basis, shall be required on all Board
actions relating to Bond issuances hereunder (other than as provided in Article
XVII, Section 3).

Trustees representing any two (2) or more Member Agencies may request a
weighted vote on any of the following matters that come before the Board for

action:

(i)

(i)
(iii)

(iv)
v)

(vi)
(vii)
(viii)
(ix)

(x)

(xi)

(xii)
(xiii)
(xiv)

(xv)
(xvi)

Any proposal to the Member Agencies to amend or terminate this
Agreement or to amend any Schedules to be submitted for Member Agency
vote under Article XX;

Any Board action to update or amend the Board Modifiable Schedules as
defined in Section 2 of Article XX;

Admission of New Member Agencies and the terms thereof under Article
XIl,

Adoption of the Initial Budget under Section 2 of Article XV;

Adoption of each Annual Budget under Article XV, or any amendment to
an approved Annual Budget;

Setting of rates and charges payable by Member Agencies;

Adoption of the initial Long Range Plan under Article VII;

Any modification of the Long Range Plan under Article VII;

Adoption of any CIWW Capital Plan or modification to the CIWW Capital
Plan under Article XV, including without limitation adoption of the Initial
Capital Plan or any Capital Call,

Issuance of any Emergency Member Agency Assessments under Section
5 of Article XV;

Adoption or amendment to the Bylaws;

Declaration of Default of a Member Agency under Article XXIII;

Hiring or terminating the Executive Director, Legal Counsel, or Third-
Party Fiduciary;

Removal of a Trustee for cause;

Any Amendment to the CIWW Water Shortage Plan; or

Determination of any issues pertaining to the meaning or application of the
definition of Water Supply Activity, Water Distribution Activity, Water
Supply Facility or Water Distribution Facility.
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(©)

(d)

(€)

(f)

No action on any matter listed in Section 10(a) that is eligible for a request for
weighted vote shall be considered by the Board at any meeting unless the matter
is placed on the Agenda of the Board prior to the meeting and written notice of
such agenda item is given at least five (5) days before the meeting to all Trustees.
A request for weighted vote must be made by the requisite number of Trustees
before the vote on the matter that is the subject of such request. Upon any timely
request, any Board action on such matter shall be suspended, and the Board will
hold a weighted vote on the matter subject to such request at its next meeting.
Notwithstanding the foregoing action on any Emergency Member Agency
Assessments may be taken immediately at the meeting when proposed provided
any required notice thereof is given in writing to each Member Agency.

For purposes of weighted voting, the full voting power of the Board shall be
proportionately allocated and assigned among the Trustees representing the
Member Agencies, excluding any Additional Trustees, on the basis of the average
of the Annual Demand as set forth in Schedule I-2, but excluding demand
attributable to wholesale customers that continue to be served by DMWW under
the Purchased Capacity Master Agreement, as updated for the immediately
preceding five full calendar years preceding the date of the vote. The allocation
shall be recomputed when New Member Agencies are admitted, and shall be
recomputed each year based upon the total Annual Demand of each Member
Agency for the five full calendar years preceding the vote. Votes representing a
majority of the “weighted vote allocation” hereunder plus the votes of Trustees
representing at least three Member Agencies shall be required to approve Board
actions subject to weighted voting under Subsection (b) of this Section. The
agenda for any meeting where action to approve item(s) subject to weighted vote
shall include a statement relating to the weighted vote requirement for each such
item.

The weighted voting power of a Trustee representing any New Member Agency
admitted after the Effective Date shall be based on a transition formula based upon
actual or expected Annual Demand established by the Board at the time of its
admission.

In the case of a Board action requiring a weighted vote, the minutes shall reflect
the item(s) subject to a weighted vote, and record the specific votes of each Trustee
for the Member Agencies on the Board.

Section 11. Meetings of Board.

(@)

Regular meetings shall be held at least monthly at the place, day and hour set
forth in a schedule of regular meetings for the following year that is approved by
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the Board at or before its Annual Meeting each year. The regular meeting of the
Board in December of each year shall be the Annual Meeting. A copy of the
agenda and all materials to be considered at each meeting of the Board shall be
mailed, e-mailed, or delivered to each Trustee and to the elected official or
administrator designated by each Member Agency to receive notice hereunder, at
least two (2) days prior to the meeting, or such longer period as may otherwise
be set forth in the Bylaws.

(b) Special meetings of the Board, for any purpose or purposes consistent with this
Agreement may be called by the Chair and shall be called by the Chair at the
request of any two Member Agencies. The requirements of subsection (a) of this
Section shall apply except that the notice of any special meeting shall be given
not less than five (5) nor more than twenty (20) days prior to the date of the
special meeting.

(© Notices under this section shall be deemed given upon actual delivery of a
written notice, or by actual delivery of an e-mail, or three (3) days after deposit
in the United States mail.

(d) All meetings of the Board shall be public meetings to the extent required by
Chapter 21, lowa Code, or any successor laws, as the same may be amended or
supplemented in the future, and such rules of order as the presiding officer shall
determine. Proceedings of the Board shall be published as provided by Section
28E.6 (3), lowa Code or other applicable law.

Section 11A. Board Alternates. Each Member Agency may at any time appoint an
alternate, on a temporary or permanent basis, to any Trustee or Additional Trustee appointed by
such Member Agency. The Member Agency may remove or replace any appointed alternate at
any time. The appointment of an alternate to a Trustee or Additional Trustee at any time shall
supersede and replace any prior appointments of an alternate. All appointments of alternates shall
be made by resolution of the governing body of the Member Agency and communicated to the
Secretary of the Board. Alternates shall be entitled to all information provided to, and notices
given to, Trustees and Additional Trustees, and may attend any open session of the Board as an
observer. An alternate to a Trustee or Additional Trustee shall vote and participate in any meeting
of the Board in the place of such Trustee or Additional Trustee at any meeting where such Trustee
or Additional Trustee is absent, but shall otherwise have no Board vote, and shall otherwise have
no right or power to participate in Board discussions, deliberations, or actions except as
recognized by the Chair of the Board.

Section 12.  Bylaws. The Board may adopt bylaws relating to its proceedings, the
conduct of the affairs of CIWW, and the terms of service for water provided to Member Agencies
that are not inconsistent with this Agreement. Such bylaws may be adopted, and may be amended
or repealed, by vote under this Article, provided that such Bylaws or proposed amendment or
repeal of such Bylaws, was presented in writing at a prior regular meeting of the Board, and
provided that notice of the impending vote thereon is contained in the meeting notice and agenda
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of the meeting at which such vote is to be taken. In the event of conflict between the provisions
of the bylaws and the provisions of this Agreement, the provisions of this Agreement shall prevail.

ARTICLE IX. OFFICERS OF BOARD

Section 1. Number and Term. The officers of the Board shall be the Chair, the Vice-
Chair and the Secretary, each of whom shall be elected from among the members of the Board by
vote of the Board at an Annual Meeting of the Board to serve for the following two calendar
years. Each of the officers shall be a representative of a different Member Agency. Officers shall
be elected for a two-year term, with a possible second term available. In no event shall a person
hold one specific officer position for more than two (2) consecutive terms. Provided, however,
that an officer chosen to fill a vacancy shall be entitled to serve two (2) full consecutive terms
after completion of the term filling the vacancy.

Section 2. Duties of Chair. The Chair shall preside at all meetings of the Board. The
Chair, or the Vice-Chair in the absence of the Chair, shall sign any instruments that the Board has
authorized to be executed, except in cases where the signing of instruments shall be required by
law to be otherwise signed or executed, or where the resolution of the Board authorizes the signing
of such instrument by another person.

Section 3. Duties of Vice-Chair. In the absence of the Chair, or in the event of the
death, inability to act, or refusal to act by the Chair, as directed by the Board, the Vice-Chair shall
perform the duties of the Chair, and when so acting, shall have all the powers of and be subject
to all the restrictions upon that office.

Section 4. Duties of Secretary. The Secretary shall have the following duties and
responsibilities, any or all of which may be delegated or assigned by Board resolution to one or
more Board clerks or assistant secretaries who need not be Trustees or representatives of Member
Agencies:

@ The taking and preservation of minutes of the meetings of the Board;

(b) The giving of all notices in accordance with this Agreement, any Bylaws, as
directed by the Board, or required by law;

(©) Acting as custodian of the records of CIWW,

(d) Signing and certification of documents and instruments authorized by the Board
or by law;

(e) Keeping a current registry of the names and addresses of Trustees, the Member
Agencies, and the officer of each Member Agency designated to receive notices.

Section 5. Election. The Trustees serving on the Board shall elect the Board Officers.
The Nominating Committee shall select and offer nominations for each office at the Board’s
Annual Meeting. Nominations for the officer positions shall also be accepted from the Trustees
present at that Annual Meeting. All nominees, including those offered by the Nominating
Committee, must receive a second for the nomination to be considered a candidate and voted on
for said office.
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Section 6. Vacancy. Each officer shall hold office until his or her successor has been
elected. A vacancy in the office of Chair, Vice-Chair, or Secretary shall be filled by the Board for
the unexpired portion of the term.

ARTICLE X. COMMITTEES OF BOARD

Section 1. Executive Committee.

(a)

(b)

(©)

An Executive Committee is established for the purposes of reviewing and advising
on policy issues at the request of the Executive Director or the Board and making
recommendations to the Executive Director, and of making recommendations to
the Board regarding the appointment of the Executive Director and thereafter
periodically reviewing the performance of the Executive Director and to otherwise
assist and advise the Board and the Executive Director. The Executive Committee
shall be chaired by the Board Chair. Members of the Executive Committee shall
be appointed by action of the Board each year at the Annual Meeting of the Board,
consistent with the following provisions.

For the first three calendar years after the Effective Date, the Executive Committee
shall be comprised of (i) the current Chair, (ii) a Trustee representing DMWW
unless it is already represented on the Executive Committee, (iii) a Trustee
representing WDMWW unless it is already represented on the Executive
Committee; (iv) a Trustee representing UWU unless it is already represented on
the Executive Committee; (v) the most recently presiding Chair prior to the current
Chair who remains a current Trustee, if applicable; and (vi) one additional Trustee
selected at-large. The forgoing provision notwithstanding, at no time shall the
membership of the Executive Committee equal or exceed the quorum for the full
Board. If the size of the Executive Committee must be reduced to meet this
condition, the membership of the Executive Committee shall be reduced by
eliminating one or more categories named above in reverse order as named above,
that is category (vi), then (v) and so on.

After the first three calendar years, the Executive Committee shall be comprised
of (i) the current Chair; (ii) the most recently presiding Chair prior to the current
Chair who remains a current Trustee; (iii) three (3) additional Trustees
representing Member Agencies with the highest Annual Demand over the
preceding five-year period unless those Trustees are already represented on the
Committee; and (iv) one additional Trustee representing the otherwise
unrepresented Member Agencies. The forgoing notwithstanding, at no time shall
the membership of the Executive Committee equal or exceed the quorum for the
full Board. If the size of the Executive Committee must be reduced to meet this
condition, the number of committee members in category (iii) shall be reduced as
required to meet this condition, by eliminating the representative of the Member
Agency under Subsection (c)(iii) with the lowest Annual Demand followed by the
next lowest, and so on.
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(d)

The Executive Committee shall meet at the call of the Board Chair or at the request
of the Executive Director to fulfill its purposes as set forth herein and such other
duties as may be assigned to the Executive Committee by resolution of the Board.
Member Agencies shall all be provided at least two (2) days advance notice of,
and an Agenda for, all meetings of the Executive Committee.

Section 2. Long Range Planning and Capital Improvements Committee.

(a)

(b)

(©)

A Long Range Planning and Capital Improvements Committee is established to
provide planning and technical advice and recommendations to the Board with
respect to planning and capital, including but not limited to: (i) adoption and
modification of the CIWW Long Range Plan under Article VII, and the CIWW
Capital Plan under Article XV; (ii) planning for modifications, or additions to,
source water and water treatment facilities and timeline(s) for potential
construction; and (iii) such other duties requiring technical, or business expertise
as may be assigned by Board resolution.

The Long Range Planning and Capital Improvements Committee shall be
comprised of one individual appointed by each Member Agency, who may be, but
is not required to be a Trustee representing such Member Agency, but who shall
be an individual familiar with the current and long-range drinking water
requirements of the Member Agency and with regional assets and infrastructure.
Each Member Agency may also appoint an alternate representative. The Long
Range Planning and Capital Improvements Committee shall include the Executive
Director or his or her designee who shall not be a voting member of the Committee.

The Long Range Planning and Capital Improvements Committee shall be chaired
by a member of the Committee elected by the voting Members of the Committee.
The Long Range Planning and Capital Improvements Committee shall meet in
accordance with a meeting schedule approved by the Committee, at the call of the
Chair of the Committee, or at the direction of the Board.

Section 3. Finance & Audit Committee.

(a)

(b)

A Finance & Audit Committee is hereby established for the purposes of reviewing
issues and items referred to it by the Board. In addition, the Finance & Audit
Committee shall make recommendations to the Board on the following: (i)
finances, budgets, and budget amendments; (ii) audits of CIWW finances and
CIWW records; (iii) rates and charges to Member Agencies; and (iv) such other
duties as may be assigned by Board resolution.

Members of the Finance & Audit Committee shall be appointed annually by the
Board Chair at the Annual Meeting. The Membership of the Committee shall not
equal or exceed the number constituting a quorum for the full Board. The Finance
& Audit Committee shall include the Executive Director or his or her designee,
and contracted Third-Party Advisors of the Board, neither of which will be a voting
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member of the Committee. The Finance & Audit Committee shall be chaired by a
voting member of the Committee elected by vote of the voting members of the
Committee.

(© The Finance & Audit Committee shall meet in accordance with a meeting schedule
approved by the committee, at the call of the Chair of the Committee, or at the
direction of the Board.

Section 4. Nominating Committee. A Nominating Committee, consisting of at least
three Trustees, is established for the purpose of selecting and offering nominations for election to
each office of the Board at the Annual Meeting of the Board. Members of the Nominating
Committee shall be appointed by the Chair, with the appointments announced at a regular Board
meeting held at least three (3) months prior to the Annual Meeting of the Board. The Nominating
Committee shall be chaired by a Committee member selected by the members of the Nominating
Committee.

Section 5. Technical Committee.

@ A Technical Committee is hereby established to provide technical advice or
recommendations to the Board in areas requiring technical, business, or operation
expertise, including but not limited to:

Q) Determination of each Member Agency’s water consumption, including its
Annual Demand, Max Day Demand, average day demand, average
consumption over a specified number of consecutive years (e.g., 3 or 5
years), and average consumption over a specified number of consecutive
years;

(i)  Computation of updates to Schedule 1-2 as soon as may be practical
annually after the end of each calendar year;

(iii)  Determination of designs for all capacity enhancements to be constructed
by, or at the request and cost of, CIWW;

(iv)  Recommendations regarding capacity enhancements or other
improvements proposed by one or more Member Agencies or any
proposed new Prospective Member Agencies;

(V) Determining the population served by each Member Agency for purposes
of Section 4 of Article VIII;

(vi)  Review of the operational sufficiency of the preliminary budget proposed
by the Executive Director each year;

(vii) Review and recommendations to the Board regarding the meaning or
application of the definitions of Water Supply Activity, Water Distribution
Activity, Water Supply Facility or Water Distribution Facility;

(viii)  Monitor effectiveness of, and compliance with the CIWW Water
Shortage Plan and advise the Board with respect to amendments thereto
as needed; and

(ixX)  Such other duties requiring technical or business expertise as may be
assigned by Board resolution.
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(b)  The Technical Committee shall be comprised of one individual appointed by each
Member Agency, who may be, but is not required to be a Trustee representing
such Member Agency, but who shall be an individual familiar with the Member
Agency’s local distribution or business operations. Each Member Agency may
also appoint an alternate representative. The Technical Committee shall include
the Executive Director or his or her designee, who shall not be a voting member
of the Technical Committee. Each Member Agency is entitled to one vote on the
Technical Committee to be cast either by the appointed individual or alternate.

(© The voting members of the Technical Committee shall elect a chair. The Technical
Committee shall meet in accordance with a meeting schedule approved by the
committee, at the call of the chair of the Committee, or at the direction of the
Board.

Section 6. Other Committees. By resolution, the Board may designate two or more
Trustees or other persons to constitute a committee. Such committee shall, if authorized by
resolution of the Board, provide advice and recommendations to the Board or otherwise act
pursuant to the authority delegated by the Board resolution. The designation of such committees
shall not relieve the Board of any responsibility unless such responsibility is specifically delegated
to the committee by Board resolution. Meetings of such committees may be held at such time and
place as the committees or Board may fix from time to time.

ARTICLE XI. MEMBER AGENCY VOTE

Section 1. Member Agency Votes. The matters set forth in Section 2 of this Article
X1 shall require a vote of the Member Agencies by written ballot before going into effect. Each
Member Agency will have one vote on each matter requiring a Member Agency vote under this
Agreement.

Section 2. Requirement for Member Agency Vote. The following matters adopted or
proposed by the Board shall require a vote of the Member Agencies to be effective:

@ Any proposal adopted by the Board to amend or terminate this Agreement, except
updates or amendments to the Board Modifiable Schedules as defined in Section
2 of Article XX may be approved by the Board without Member Agency vote;

(b) Any proposed merger or consolidation of CIWW with any other agency or entity
or any sale of all, or substantially all, of the assets of CIWW; and

(©) Any matter regarding Bonds that, in the opinion of bond counsel to CIWW,
requires a vote of the Member Agencies.

Section 3. Vote by Written Ballot. A vote of the Member Agencies shall be conducted
by written ballot cast on a form of ballot for each measure coming before the Member Agencies
that shall be provided by the Secretary, with such ballots cast required to be received by the
Secretary within thirty-one (31) days of dispatch to the Member Agency. Member Agency votes
shall be cast solely at the direction of the governing body of the Member Agency pursuant to a
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resolution of such governing body. Multiple measures may be submitted on a single form of
ballot, provided that the ability to vote for or against each separate matter is preserved.

Section 4. Vote Required for Member Action. The affirmative vote of not less than a
majority of the votes entitled to be cast by Member Agencies shall be required for approval or
adoption of any matter coming before the Member Agencies for vote regardless of the actual total
number of votes cast, except that a vote to terminate this Agreement, or a vote to amend this
Agreement that effectively terminates this Agreement shall require the affirmative vote of two-
thirds (2/3) of all Member Agencies as provided in Section 1 of Article XX, and the required vote
on bond matters shall be as specified in Article XVII.

ARTICLE XII. ADMISSION OF NEW MEMBER AGENCIES

Section 1. Admission of Additional Member Agencies. During the term of this
Agreement, one or more additional qualified public entities meeting the definition of a public
water supply system in Chapter 455B, lowa Code, (“Prospective Member Agency”) may be
admitted to membership as a Member Agency within the meaning of this Agreement, and thereby
become entitled to, and subject to, all of the benefits and obligations of this Agreement. To be
qualified for membership the Prospective Member Agency must be a political subdivision of the
state, licensed as a public water supply entity within the geographic area that it is physically
practical for CIWW to serve and that either CIWW has the capacity to serve, or CIWW and the
Prospective Member Agency have agreed to the financing and construction of the Capacity
Expansion Project necessary to provide additional capacity, with costs allocated to said
Prospective member Agency in accordance with Article V, Section 7 of this Agreement.

Section 2. Application for Membership. Any qualified public entity may apply for
membership in CIWW by submitting a request for membership addressed to the Board. Upon
receipt of any such request, the Executive Director, the Executive Committee, and the Technical
Committee shall investigate such request, and each shall make their recommendations to the
Board regarding the application as promptly as circumstances reasonably permit. The Prospective
Member Agency shall pay an application fee in an amount determined by the Board that is
sufficient to cover the actual costs incurred by CIWW to review such application. The Board shall
approve or reject each application for membership, upon confirmation of Conditions of
Membership. The Prospective Member Agency shall be required to comply with any and all legal
requirements, including but not limited to notice and public hearing(s) required for any asset
transfer, prior to becoming a New Member Agency.

Section 3. Conditions of Membership. The Board shall specify conditions of
admission to membership for each Prospective Member Agency, which conditions shall include:

€)) The amount of the Prospective Member Agency’s initial capital contribution;

(b) The new Prospective Member Agency’s initial Allocated Capacity, and the
payment or payments required to be made for such capacity, if any;

(©) The adoption of resolutions by the governing body of the Prospective Member
Agency: (i) authorizing its joinder in this Agreement (ii) accepting all terms and
conditions of this Agreement, including without limitation the bond resolutions
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under Article XVII, and (iii) agreeing to any conditions of membership the Board
specifies;

(d) Provisions for the point or points of connection of the Prospective Member
Agency to the facilities and sources of supply of CIWW and for the metering or
calculation of the quantity of water to be supplied;

(e Provisions for dedication of any Water Supply Facilities of the Proposed Member
Agency, and for their transfer to CIWW to the extent of benefit to CIWW. New
Member Agencies admitted to membership shall be compensated for dedication
and transfer of production capacity only to the extent the dedicated and transferred
capacity exceeds the New Member Agency’s Total Capacity Requirement. The
compensation paid for any dedication of production capacity shall be the net book
value of the surplus capacity dedicated by the New Member Agency and in
substantially the same manner described in Schedule XI11-1;

U] The effective date of membership and of operational connection; and

(@)  Any other terms and conditions of membership that the Board deems to be
necessary or appropriate.

The financial conditions applied to admission of each Prospective Member Agency shall never
be more favorable than the terms on which the Founding Agencies received when establishing
CIWW. Absent exceptional circumstances, the financial conditions for each Prospective Member
Agency shall include a premium to reflect the risk incurred by the Founding Agencies in creating
CIWW, and the benefits created by the Founding Agencies in establishing CIWW.

Section 4. Effecting Membership. A Prospective Member Agency approved by the
Board for membership shall become a New Member Agency after compliance with any
conditions of membership specified by the Board, by authorization of its governing body and
execution of an agreement of joinder in this Agreement that is filed as required by Section 28E.8,
lowa Code. Such membership shall be effective as of the date of admission specified by the Board
or the date of filing with the lowa Secretary of State, whichever is later.

Section 5. Effect of Joinder. By signing a joinder to this Agreement, each New
Member Agency agrees to all of the terms of this Agreement and covenants to take all steps
necessary to meet all of its obligations to CIWW, and to enable CIWW to meet is bond obligations
under Article XVII.

ARTICLE XIIl. TRANSFER OF ASSETS

Section 1. Acaquisition of Designated Water Supply Facilities. As  provided in
Article 1V, Section 6, CIWW shall acquire the Designated Water Supply Facilities from the Water
Producing Member Agencies on the Operational Commencement Date Each Water Producing
Member Agency has, or will have as part of the approval of this Agreement, complied with all
legal requirements including notices and public hearings necessary for the transfer and use of the
Designated Water Supply Facilities. The consideration to be paid for asset transfers and other
terms and conditions of such acquisitions shall be as set forth in Schedule XI1I-1 hereto. Each
Member Agency transferring assets shall, except as it may otherwise agree in writing between the
Member Agency and CIWW, retain ownership of its office building, but may lease space to

37



CIWW for CIWW’s purposes. Each Member Agency shall retain ownership of any grounds it
makes available for public use for park or recreational purposes, subject to such rights of ingress,
egress, and use that CIWW may require to make full use of the Designated Water Supply
Facilities. Any alteration of the Member Agency’s grounds, including, but not limited to,
excavation, in order to access the Designated Water Supply Facilities may only occur after
obtaining permission from the affected Member Agency, which shall not be unreasonably
withheld. CIWW will be responsible for restoring a Member Agency’s property that is altered at
CIWW’s direction. Each Member Agency reserves the right to control its parks and recreation
grounds and to make rules governing park or recreational use of its grounds.

Section 2. Outstanding Obligations Secured by the Transferred Assets. No transfer of
assets shall occur under this Article unless: (i) full and adequate provision is made for payment
or defeasance of any bonds or other obligations secured by the assets transferred, (ii) compliance
with all bond covenants required for the transfer of the assets, or (iii) proper consent is obtained
such that there will be no default or breach of covenants under any such bonds or obligations.
Asset transfers shall be free of all liens and encumbrances, except the reversionary interest
provided in Section 3 of this Atrticle.

Section 3. Reversionary Interests in Transferred Assets. Each Member Agency that
transfers assets under this Article shall retain reversionary interests in the assets, properties and
interests transferred by it to CIWW under this Article, under which such assets, properties and
interests shall revert and be re-conveyed back to such Member Agency upon any invalidation of
this Agreement or upon the expiration or complete termination of this Agreement. The
reversionary interest shall not extend to or include any Capacity Expansion under Article V
Section 6. The reversionary interest shall be recorded as a matter of public record with respect to
any of the assets either in the instrument of transfer or in a separate document.

Section 4. Funding of Consideration for Asset Transfer. CIWW shall fund cash
payments to Member Agencies required for asset transfer through capacity payments from other
Member Agencies, including New Member Agencies, under Article V or Article XII, or payments
from Member Agencies as set forth in Schedule X111-1.

ARTICLE XIV. CIWW STAFF, CONSULTANTS, AND MANAGEMENT SUPPORT

Section 1. Staffing. CIWW shall employ an Executive Director selected by the Board
who shall be the CEO and General Manager of CIWW and serve at the pleasure of the Board.
The Board may elect to engage a qualified firm to provide the Executive Director’s services in
lieu of hiring an Executive Director.

Section 2. Initial Administrative Support Contract. CIWW and one or more Member
Agencies selected by the Board may enter into one or more initial administrative support
agreements for a minimum term of three (3) years from the Effective Date. The Member Agency
or Member Agencies will provide administrative services to CIWW, and be compensated as set
forth in Schedule XIV-2 to this Agreement. The Board may renew the agreements after three (3)
years, or retain a different entity to provide administrative support in the Board’s full discretion.

38



Section 3. Third Party Financial Advisor. CIWW shall engage one or more qualified
consultants to advise and support the Board in financial matters including budgeting, cost
allocation studies, rate setting, indebtedness, and other financial matters as set forth in Schedule
XIV-3. The financial advisor or advisors shall have professional responsibility to the Board to
advise on a competent and impartial basis. The initial advisor shall be [Insert Name] who shall
serve as interim financial adviser until the Board engages a financial advisor.

Section 4. Legal Counsel. CIWW shall select and engage a general counsel (“Legal
Counsel”) on terms specified by the Board and such special counsel as the Board may from time
to time determine.

Section 5. Primary Engineering Consultant. CIWW shall select and engage a primary
engineering advisor on terms specified by the Board and such special engineering advisors as the
Board may from time to time determine.

Section 6. Other Staff and Contracts. The Board may determine to employ such other
staff and engage other consultants and advisors for such purposes and on such terms as it
determines to be necessary or appropriate, and may contract with third parties for all necessary or
desirable services and may define and enforce applicable parameters and benchmarks for the
same.

ARTICLE XV. BUDGET AND CAPITAL PLANS

Section 1. Fiscal Year. CIWW shall operate on a calendar year basis which shall be
its fiscal year.

Section 2. Budget and CIWW Capital Plan. The Board shall establish and adopt an
Annual Budget and CIWW Capital Plan as governed by a process as set forth herein and within
timelines as provided in Schedule XV-2 as follows:

(@ Initial Budget and CIWW Capital Plan. On or before the Operational
Commencement Date or within twelve (12) months of the Effective Date, whichever
first occurs, the Board shall establish an Initial Budget and an Initial CIWW Capital
Plan to govern the period from the date of adoption of the Initial Budget to the
expected Operational Commencement Date, and for the first fiscal year after the
Operational Commencement Date. If the Initial CIWW Capital Plan and Initial
Budget indicate a need for an increase in the capital of CIWW to assure that CIWW
is able to meet its financial obligations as they become due until commencement of
operations and for the first fiscal year thereafter, then the Board shall increase the
Initial Capital Contributions specified in Section 9 of Article | and Schedule 1-9, and
each Member Agency shall make the additional Initial Capital Contributions in
accordance therewith, within thirty (30) days of the Board’s adoption of the Initial
Budget and Initial CIWW Capital Plan.

(b) Annual Budget and CIWW Capital Planning. The Board shall annually adopt a
CIWW Capital Plan and an Annual Budget.
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(i) CIWW Capital Planning. On or before May 31 of each year, the Executive
Director, with the assistance of the Third Party Financial Advisor and input from
the Member Agencies, shall cause to be prepared and submitted to the Board for
approval a five-year CIWW Capital Plan as the Board determines is necessary or
appropriate to assure CIWW has adequate capital to achieve the Long Range Plan,
and to meet CIWW s financial obligations as they become due.

(i) Annual Budget. On or before August 30 of each year, the Executive
Director, with the assistance of the Third Party Financial Advisor and input from
the Member Agencies, shall cause to be prepared and submitted to the Board a
proposed preliminary CIWW budget for the next fiscal year. The Annual Budget
shall specify the expected revenues and operating and capital expenses of CIWW
for the fiscal year, and shall make adequate provisions to meet the obligations of
CIWW, including Debt Service and compliance with Bond covenants, and
adequate provisions for operating reserves, capital reserves, Capacity Expansions,
and funding for asset transfers. The Executive Committee, Finance and Audit
Committee, and Technical Committee shall review and propose revisions to the
preliminary budget. The Executive Director shall revise the preliminary budget
based on the committees’ reviews. The preliminary budget shall be considered by
the Board after a public hearing at a regular Board meeting in November of each
year and shall be adopted as the Annual Budget by the Board with such revisions
as it deems proper after the November public hearing.

(c). Modification of CIWW Capital Plan. The Board may vote to modify the Initial
CIWW Capital Plan or any subsequent CIWW Capital Plan only after providing at least sixty (60)
days’ written notice to all Member Agencies. A CIWW Capital Plan may provide for a capital
call on Member Agencies under Section 3 of this Article.

Section 3. Capital Call on Member Agencies. A CIWW Capital Plan, as adopted or
modified under Section 2 of this Article, may provide for a capital call on Member Agencies
payable in one or more installments, provided that the payment shall become due at a time that is
at least sixty (60) days after the adoption of the CIWW Capital Plan (a “Capital Call”). Any
Capital Call shall be allocated among the Member Agencies on the basis of their respective
Allocated Capacities at the time of adoption of the Capital Call. Any Capital Call created by a
Capital Plan creates a payment obligation for all Member Agencies to be paid according to the
terms of the Capital Plan.

Section 4. Return of Capital. Upon admission of each new Member Agency, the
Board may, to the extent funds are available for such purpose, provide for a pro-rata return of the
capital contributed by each prior Member Agency, plus a deemed rate of return based on any
capital premium charged to the New Member Agency. For so long as CIWW shall remain in
existence, no Member Agency or former Member Agency shall otherwise be entitled to any return
of capital at any time except in accordance with the provisions of the CIWW Capital Plan.
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Section 5. Emergency Member Agency Assessments. In the event that unforeseen or
exigent circumstances arise such that CIWW’s revenues and capital resources are insufficient to
allow CIWW to meet its financial obligations as they become due, the Board shall issue one or
more “Emergency Member Agency Assessments” to the Member Agencies. Each Member
Agency’s portion of the Emergency Member Agency Assessment will be based on the Member
Agency’s pro rata share of the total Allocated Capacity as defined in Schedule V-3, as amended.
Each Emergency Member Agency Assessment shall be due and payable within thirty (30) days
of adoption of the assessment by the Board. Emergency Member Agency Assessments shall be
repaid, without interest, to the Member Agencies when and as the financial condition of CIWW
permits.

Section 6. Annual Budget Certification by Member Agencies. An authorized financial
officer of each Member Agency shall annually certify to CIWW, before the beginning of each
Member Agency’s fiscal year, that the Member Agency has reviewed the CIWW Annual Budget
and imposed sufficient rates and charges, or appropriated other funds, in its own budget sufficient
in amount to timely pay its payment obligations to CIWW during the next fiscal year as they
become due.

ARTICLE XVI. FUNDS AND ACCOUNTS

Section 1. Funds and Investments. The Board shall establish and maintain appropriate
funds and accounts for the purposes set forth in this Agreement. All funds held by the Board shall
be accounted for, managed and invested in compliance with lowa law, including but not limited
to, Chapters 12B and 12C, lowa Code.

Section 2. Annual Audit. An independent auditor selected by the Board will annually
audit the financial statements of CIWW. Following the receipt of the audit report, the Board shall
deliver a copy of the annual audit to the Member Agencies and shall schedule a meeting of the
Board for the purpose of having representatives of the independent auditing firm submit an oral
presentation of the audit, and answer questions as may be posed to them by the Board.

ARTICLE XVII. CIWW PROJECT FINANCING; ISSUANCE OF BONDS AND
REFUNDING BONDS

Section 1. Project Funding. To the extent the CIWW Annual Budget, as may be
amended from time to time, contemplates financing a capital project, each Member Agency shall
make specific provision for payment of its allocated share of the financed project, and if sufficient
funds are not available to said Member Agency, each shall issue bonds, notes or other obligations
as it deems appropriate to fund its allocated share. Financing allocated costs of a capital project,
including the issuance of bonds, notes, or other obligations, shall be undertaken by Member
Agencies individually, to the extent necessary to capitalize their respective cost allocation, unless
the parties have agreed otherwise for CIWW to issue Bonds for said capital project. To the extent
such capital project is a Capacity Expansion Project, if CIWW issues Bonds, Debt Service on said
Bonds shall be allocated to Member Agencies in accordance with Article V, Section 7 hereof, and
collected by CIWW from the affected Member Agencies, along with rates imposed in accordance
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with Schedule VI-2 hereof. If the capital project is not a Capacity Expansion Project, but rather
a “joint capital project” as contemplated in Schedule VI-2 for which CIWW issues Bonds, Debt
Service on said Bonds will be administered by CIWW within the rates imposed therein for Base
Costs and Extra-Capacity Costs.

Section 2. Obligations Authorized. The Board is authorized to issue its Bonds and
Refunding Bonds under the authority of Chapter 28F of the Code, as amended, or as otherwise
may be authorized by law from time to time for the purposes set forth in this Agreement. The
Board also is authorized, in its discretion, to utilize existing reserves or other available funds to
pay all or any portion of the costs associated with the financing or refinancing of the acquisition,
construction or expansion of any such water facilities deemed necessary or appropriate, in lieu of
issuing Bonds or Refunding Bonds for the same under this Agreement.

Section 3. Member Agency Consent to Issuance.

@) By their approval and execution of this Agreement, the Founding Agencies hereby
consent to and authorize the Board, pursuant to Section 28F.3, lowa Code, to issue Bonds in one
or more series the aggregate principal amount of not to exceed Nine Hundred Million Dollars
($900,000,000.00) or projects necessary to carry out the purposes of this Agreement, including
but not limited to construction of CIWW Water Supply Facilities to effectuate the CIWW Long
Range Plan, or the CIWW Capital Plan, each of which may be modified from time to time by the
Board. Without limitation, the initial scope of anticipated projects necessary to carry out the
purposes of this Agreement is included as Schedule XVII. Such Bonds may be issued and sold
by the actions of the Board in multiple series, at such times and from time to time over a period
of years, in such amounts, to such purchasers and for such purposes, by either public or private
sale, at fixed or variable rates of interest as shall be prevailing at the time of issuance of the Bonds,
but which shall not exceed 15% per annum in any event, with such covenants and terms and in
such form and manner as the Board shall determine to be appropriate, in its sole discretion. Each
new Member Agency shall provide the same consent and authorization upon joinder in this
Agreement.

(b) Included within the Bonds authorized in subsection (a) hereof, the Founding
Agencies hereby consent to and authorize the Board, pursuant to Section 28F.10, lowa Code,
which is incorporated herein by this reference, to issue Refunding Bonds for the purpose of
refunding or refinancing any of the Bonds during the term of this Agreement. Such Refunding
Bonds may be issued and sold by actions of the Board in multiple series, at such times and from
time to time over a period of years, in such amounts, to such purchasers by either public or private
sale, at such rates of interest as shall be prevailing at the time of issuance of the Refunding Bonds,
but which shall not exceed 15% per annum in any event, with such covenants and terms and for
the purpose of refunding or refinancing such series of Bonds as the Board shall determine to be
appropriate. Each new Member Agency shall provide the same consent and authorization upon
joinder in this Agreement.

(©) To the extent permitted by law, the Board is authorized to and may enter into,

amend or terminate, as it determines to be necessary or appropriate, Interest Rate Agreements or
other contracts entered into for the benefit of CIWW or for the benefit of any of the holders of the
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Bonds or Refunding Bonds to facilitate the issuance, sale, resale, purchase, repurchase or payment
of any of the Bonds or Refunding Bonds, including bond insurance, letters of credit and liquidity
facilities.

Section 4. Not General Obligations. The principal of and interest on all Bonds and
Refunding Bonds issued under this Agreement shall be payable solely from and secured by the
net revenues of CIWW and from other funds of CIWW lawfully available therefore as provided
in Section 28F.5, lowa Code, or other applicable provisions of law, and the Bonds and Refunding
Bonds shall not in any respect be general obligations of the Member Agencies, nor shall the
Member Agencies be in any manner liable by reason of such net revenues or other funds being
insufficient to pay the Bonds and Refunding Bonds.

Section 5. Allocations of Debt Service. Following the issuance of the Bonds and
Refunding Bonds and for so long as any of the Bonds and Refunding Bonds remain outstanding,
the Debt Service thereon shall be allocated to the Member Agencies in accordance with this
Agreement, and each Member Agency agrees to pay its share of such Debt Service allocated
pursuant to Article V, Sections 6 and 7 hereof to CIWW at the times set forth in this Agreement.
In the event of a failure by a Member Agency to make any payment due to CIWW as required
under this section of the Agreement, which failure continues for a period of ten (10) days, the
unpaid amount shall bear interest from the date due until paid at a rate equal to 12% per annum
(or the maximum rate allowable by lowa law, whichever is less). Failure to make a required
payment which continues for a period of thirty (30) days shall constitute an Event of Default
hereunder, and be subject to Article XXIII hereof.

Prior to any Bond or Refunding Bond sale, any Member Agency may make a cash payment for
its estimated share, allocated in accordance with Article V, Section 7(b) or (c), of one or more of
the Capacity Expansion Project improvements to be financed or refinanced from the specific
Bond or Refunding Bond issue. Upon Board acceptance of such Capacity Expansion Project, the
Board shall reconcile the Member Agency’s cash contribution to its actual share of the project
costs as determined under this Agreement. The difference between the Member Agency’s actual
cost and its cash contribution shall be paid by or to the Member Agency within 12 months.

Section 6. Restriction on Withdrawal. No Member Agency may withdraw or in any
way terminate, amend or modify its obligations under this Agreement to the detriment of the
holders of CIWW Bonds and CIWW Refunding Bonds while any CIWW Bonds and CIWW
Refunding Bonds are outstanding and unpaid, and the provisions of Section 28F.3, lowa Code,
with respect thereto are hereby approved and accepted. Article XXII herein governs the
limitations and processes for Member Agency withdrawal.

Section 7. Future Interpretation. The provisions of this Article are intended and shall
be construed as to fully invoke the provisions of Chapter 28F, lowa Code, with respect to the
issuance of the Bonds and Refunding Bonds by the Board as described herein, and to reflect the
full authorization, consent and agreement of the Member Agencies with respect thereto.
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ARTICLE XVIII. ACQUISITION AND DISPOSITION OF PROPERTY

Section 1. Acquisition. In addition to asset transfers under Article XIII, CIWW may
acquire such property as it needs to accomplish its purposes by purchase, gift, exchange, transfer,
conveyance or otherwise, and shall hold all real, personal and intangible property which it
acquires in its own name. To the full extent authorized by law and this Agreement, by authority
of chapter 28E’s joint exercise of Member Agencies’ powers, privileges and authorities, Member
Agencies hereby expressly delegate and empower, CIWW to acquire real property or an interest
therein for a public use or purpose related to CIWW’s function by use of the power of eminent
domain in accordance with Chapters 6A and 6B, lowa Code. CIWW is authorized to bring an
eminent domain action in its own name, or CIWW may request a Member Agency to bring such
action in its name on behalf of CIWW, provided CIWW shall fully reimburse the Member Agency
for all costs of the proceeding, including reasonable attorneys’ fees and damages to be paid to the
owner of the property being so acquired, and all related administrative and legal expenses. In the
event the Board determines not to pay the award made by the compensation commissioners and
take possession of the property at the conclusion of the eminent domain proceedings or any appeal
thereof, CIWW shall nevertheless reimburse the Member Agency for the costs and expenses,
including any attorney fees or damages awarded to the property owner.

Section 2. Disposition. CIWW may dispose of any of its property and shall do so in
the same manner as a city under Section 364.7, lowa Code, provided, however, that any such
transfer shall be subject to any rights of reversion provided by this Agreement, unless released or
waived by the holder of the right of reversion. CIWW shall provide notice to any purchaser or
recipient of CIWW property of any reversionary interests held by a Member Agency. All proceeds
from the sale or disposition of property, no matter the origin of such property shall be the property
of CIWW, except for any payment made to any holder of a reversionary interest that is made in
exchange for release of such reversionary interest.

ARTICLE XIX. WATER SHORTAGE PLAN
Section 1. Water Shortage Plan. The Water Shortage Plan attached as Schedule XIX-

1 is hereby adopted by CIWW effective as of the Operational Commencement Date. Such Water
Shortage Plan may be amended by the Board at any time.

Section 2. Adoption of Rules and Ordinances. Member Agencies shall enact water
shortage provisions in their respective rules and ordinances to the extent necessary to comply with
their obligations under the Water Shortage Plan.

ARTICLE XX. AMENDMENTS TO THIS AGREEMENT

Section 1. Amendments. This Agreement, including its Schedules, may be amended
by action of the Board that is confirmed by Member Agency vote under Article XI, except that
any amendment that effectively terminates this Agreement shall require the affirmative vote of
two-thirds (2/3) of all Member Agencies.

Section 2. Board Modifiable Schedules. Notwithstanding Section 1 of this Article, the
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following Schedules may be updated or amended by vote of the Board and without a Member
Agency vote: Schedule 1-2, Schedule 1-9, Schedule V-1, Schedule 1V-14, Schedule V-3,
Schedule X1V-2, Schedule XIV-4, Schedule XV-1, and Schedule X1X-1 (the “Board Modifiable
Schedules™)

Section 3. Limits on Amendments to Terms and Schedules.

@ Notwithstanding Section 1 of this Article, for a period of seven (7) years from the
Effective Date, no amendment shall be made without the unanimous consent of
the Member Agencies to the following Articles, Sections and Schedules of this
Agreement:

Q) The following section of Article | Purposes and Establishment of Legal
Entity:
a. Section 13 Term and Period of Existence
(i) The following section of Article 11l Limitations of Scope and CIWW
Powers and Operations:
a. Section 1 Prohibited Activities
(i) The following sections of Article IV CIWW Exclusive Supply Rights and
Service Obligations and Dedication of Existing Facilities:
a. Section 1 Exclusive Supply Rights
b. Section 4 Limitations on Founding Agency Water Supply
Activities
c. Section 6 Dedication and Operation of Existing Water Supply
Facilities
d. Section 8 Ownership, Operation, and Maintenance of Water
Supply Facilities prior to Operational Commencement Date
Section 9 Total Service Agreements
Section 10 Wholesale Water Service Master Agreement
Section 11 Other Preexisting Wholesale Relationships
Section 13 Member Agency Obligations
(iv) The followmg sections of Article V Water Supply Facility Operating
Contracts, and Capacity Expansion:
Section 1 Operating Contracts
Section 2 Actual Cost Recovery
Section 3 Initial Capacity Allocations
Section 4 Saylorville Expansion
Section 5 New Member Agency Allocations
Section 6 Capacity Expansions
Section 7 Costs of Member Agency Funded Capacity Expansions
(v)  The followmg sections of Article VI Wholesale Rates to Member
Agencies:
Section 1 Rates to Recover Costs
Section 2 Annual Determination of Revenue Requirement
Section 3 Volume and Max Day Demand of Member Agencies
Section 4 Individual Rates
Section 5 Charges for Excess Consumption
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(b)

(vi)

(vii)
(viii)
(ix)

(x)
(xi)

The following sections of Article VIII Governing Board:
a. Section 1 Governing Body
b. Section 2 Initial Composition of Board
c. Section 3 Size of Board
d. Section 4 Additional Trustees
e. Section 10 Weighted Voting by Board
The entirety of Article X111l Transfer of Assets
a. Section 3 Operating Contracts
The following section of Article XX Amendments to this Agreement:
a. Section 1 Amendments
The following section of Article XXII Withdrawal of Member Agencies:
a. Section 3 Restrictions and Limitations on Voluntary Withdrawal
of Member Agencies
The entirety of Article XXIV Extension and Termination of Agreement
The following schedules:
IV-6 Designated Water Supply Facilities
V-2 Costs Payable to Water Producing Member Agencies
V-4 Charges for Future Capacity Allocations
VI-5 Mandatory Rate Principles
VI-3 Assumptions Used to Estimate VVolume of Water Used by
Unmetered Member Agencies
VI-5 Charges for Excess Consumption
g. XIllI-1 Asset Transfer Terms
h. XXII-3 Mandatory Exit Payments for VVoluntary Termination of
Agreement

®o0 o

=h

Notwithstanding Section 1 of this Article, the Board and Member Agencies may
not adopt, nor purport to adopt, any amendment to the Agreement that adversely
affects any operating contract rights, asset transfer provisions, or rights of
reversion of any Water Producing Member as provided in this Agreement without
the affirmative consent of the governing body of the affected Water Producing
Member. Affirmative consent for purposes of this section requires a resolution
adopted by the governing body of the affected Water Producing Member.

Section 4.

Section 5.

Explanation of Amendment. An explanation of the reasons for any

proposed amendment requiring a vote of the Member Agencies shall be adopted by the Board and
shall be included in the transmission of the proposed amendment to the Member Agencies prior
to their vote.

Filing and Effectiveness. If any proposed amendment is approved as

provided herein, the amendments shall be filed with the lowa Secretary of State as required by
Section 28E.8, lowa Code, and shall be effective, unless the amendment otherwise provides, upon
such filing. Any such amendment shall be binding upon all Member Agencies without further
agreement or joinder by any Member Agency.
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ARTICLE XXI. BEST EFFORTS/LIMITATION OF LIABILITY/INDEMNITY

Section 1. Disclaimers. The Founding Agencies agree that the Designated Water
Supply Facilities and any CIWW facilities designed and constructed for or by CIWW are special
purpose facilities. Neither CIWW, the Board, nor any of the Water Producing Member Agencies
warrants or guarantees that the facilities existing as of the date of this Agreement or created under
this Agreement have been, or will be designed or constructed to function efficiently or accomplish
the purpose for which they are used or were designed. CIWW accepts, and shall at the time of
asset transfer accept, all of the Designated Water Supply Facilities “as-is” and with all faults.
CIWW acknowledges that no representations or warranties have been provided to CIWW
regarding the Designated Water Supply Facilities, and CIWW takes such facilities at its own risk.

Section 2. Best Efforts. Each Member Agency agrees to cooperate in good faith
with CIWW, the Board, and the other Member Agencies to exercise diligence in performing its
obligations hereunder, and to use its best efforts to carry out the provisions of this Agreement.
The Board will exercise the judgment that a public body generally exercises in the selection of
the design engineer or engineers, letting the construction contracts, and in monitoring the actual
construction of any new facilities.

Section 3. No Liability. Neither CIWW nor any Water Producing Member Agency
shall be liable to any Member Agency by reason of any failure to provide any water services
contemplated by this Agreement, or for any error of judgment on the part of the Board or any
Water Producing Member Agency, except for any bad faith or willful disregard for the terms of
this Agreement. CIWW agrees to defend and indemnify any Water Producing Member from any
claims brought by any Member Agency or any third party related to any failure to provide any
water services contemplated by this Agreement, or for any error of judgment on the part of the
Board or any Water Producing Member Agency, except for bad faith or willful disregard for the
terms of this Agreement. The indemnity provided by this section includes CIWW’s payment of
Water Producing Member Agency’s reasonable attorneys’ fees incurred in defending any action
or claim.

Section 4. Limitations of Liability. NO PARTY SHALL BE LIABLE TO ANY
OTHER PARTY UNDER THIS AGREEMENT FOR ANY CLAIM FOR CONSEQUENTIAL,
INDIRECT, INCIDENTAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES,
INCLUDING WITHOUT LIMITATION LOSS OF PROFITS OR REVENUE OR THE LOSS
OF USE OF EITHER, OR COSTS OF REPLACEMENT CAPITAL, EXCEPT AS EXPRESSLY
PROVIDED IN THIS AGREEMENT.

Section 5. Indemnification. Each of the Member Agencies and CIWW
(“Indemnifying Party”), to the fullest extent permitted by law, hereby agree to indemnify, defend,
pay on behalf of, and hold harmless any other Member Agency and CIWW and their respective
elected officials, as appointed officials, agents, employees and volunteers, and others working on
behalf of such party (“Indemnities”), against any and all claims, demands, suits, damages or losses,
together with any and all outlay and expense connected therewith including, but not limited to,
attorneys’ fees and court costs, that may be asserted or claimed against, recovered from or suffered
by the Indemnities by reason of any injury or loss arising out of any wrongful act or omission of
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the Indemnifying Party, including, but not limited to, bodily injury or death, property damage,
including loss of use thereof, and economic damages that arise out of or are in any way connected
to this Agreement. No party shall have any right of indemnity for damages or claims proximately
caused by its own negligent or intentionally wrongful acts. Each party’s agreements and obligations
as set forth in this Section are applicable for the duration of and following expiration or termination
of this Agreement, regardless of the manner of termination, and notwithstanding other provisions
of this Agreement.

ARTICLE XXII. WITHDRAWAL OF MEMBER AGENCIES

Section 1. Duration of Membership. Each Founding Agency and each New Member
Agency shall continue its membership until the Member Agency voluntarily terminates its
membership herein, as hereafter provided. Any withdrawal by a Member Agency shall not
constitute or cause termination of this Agreement.

Section 2. Voluntary Termination of Membership. Subject to the restrictions and
limitations of Section 3 of this Article, a Member Agency may voluntarily withdraw from
membership in CIWW on not less than five (5) years’ written notice to the Board to be effective
on the last day of the calendar year after the requisite period of notice has elapsed. In order to
withdraw from membership, the governing authority of the Member Agency must adopt a
resolution to withdraw, and a certified copy of the resolution to withdraw must be sent to the
Board Chair, unless the Chair is a representative from the withdrawing Member Agency, in which
case notice must be sent to the Vice-Chair.

Section 3. Restrictions and Limitations on Voluntary Withdrawal of Member
Agencies.

@ The Member Agencies acknowledge that under current law no Member Agency
may withdraw or in any other way terminate, amend or modify its obligations
under this Agreement to the detriment of the holders of CIWW’s issued Bonds
while any of the Bonds are outstanding and unpaid. Accordingly, no withdrawal,
termination, amendment, or modification of the obligations of a Member Agency
under this Agreement shall be effective unless adequate provision is made in
accordance with section 28F.3 for defeasance and/or payment of Member
Agency’s allocation of issued and outstanding Bonds, including without limitation
payment in full of any unpaid Capital Call.

(b) The Board, in its sole discretion, may require the Member Agency seeking
withdrawal from this Agreement to pay to CIWW an amount determined by the
Board to be necessary to fully fund the future payment obligations of the Member
Agency with respect to Debt Service on all Bonds as allocated to the Member
Agency under the provisions of this Agreement or any other future agreement
related thereto.

(c) Any Member Agency that voluntarily withdraws shall pay within 30 days of the
effective date of the termination of the Member Agency as a member of this
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(d)

Agreement: (1) a “Mandatory Exit Payment” calculated in the manner prescribed
in in Schedule XXI11-3; (ii) reasonable attorneys’ fees incurred by CIWW related
to the Member Agency’s withdrawal; and (iii) any costs incurred by CIWW to
disconnect the departing Member from CIWW Water Supply Facilities.

A Member Agency that voluntarily withdraws from membership and participation
in this Agreement relinquishes its rights to previously contributed capital, and to
any reversionary interests in any assets transferred to CIWW. Any Member
Agency that voluntarily withdraws is not entitled to any interest in any CIWW
assets if after the Member Agency voluntarily withdraws, CIWW’s existence
terminates as provided in this Agreement. The Member Agency voluntarily
withdrawing is not entitled to compensation for the interests relinquished.

ARTICLE XXIIl. DEFAULT & REMEDIES

Section 1. Definition of Event of Default. “Event of Default” as to CIWW or any
Member Agency means:

(@)

(b)

(©)

(d)

(€)

()

(9)

The failure to make payment as required under this Agreement or perform or
observe any obligations or covenants under this Agreement, including without
limitation any obligation of or relating to water service or under any Capital Call,
except that an Event of Default under this subsection (a) shall not include a delay
or failure of payment that is cured within thirty (30) days of a demand for payment,
or any other failure of performance that is cured within ninety (90) Days of a
demand for cure or other corrective action;

The affirmative repudiation of any obligation of payment or of any covenant of
this Agreement, or under any related agreement except that an Event of Default
under this subsection (b) shall not include any such action that is cured within
thirty (30) days of a demand for cure;

A receiver is appointed in relation to a Member Agency or CIWW, or in relation
to any of the assets of a Member Agency or CIWW,

A Member Agency or CIWW becomes insolvent, fails or admits in writing its
inability generally to pay its debts as they become due;

A Member Agency or CIWW makes a general assignment, arrangement or
composition with or for the benefit of its creditors;

A Member Agency or CIWW institutes a proceeding seeking a judgment of
insolvency or bankruptcy or any other relief under any bankruptcy or insolvency

law or other similar law affecting creditors’ rights;

A Member Agency or CIWW has instituted against it a proceeding seeking a
judgment of insolvency or bankruptcy or any other relief under any bankruptcy or
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insolvency law or other similar law affecting creditors’ rights, or a petition is
presented for its winding-up or liquidation, and such proceeding or petition (i)
results in a judgment of insolvency or bankruptcy or the entry of an order for relief
or the making of an order for its winding-up or liquidation or (ii) is not dismissed,
discharged, stayed or restrained in each case within ninety (90) days of the
institution or presentation thereof.

Section 2. Member Agency Default and CIWW Remedy. Upon the occurrence of an
Event of Default as defined in Section 1 of this Article by or attributable to any Member Agency,
CIWW may, at the direction of the Board, give the Member Agency notice of default, and after
any applicable period of cure has expired:

@ Suspend provision of water service to the defaulting Member Agency until such
time as Member Agency shall cure the default;

(b) Bring a claim in arbitration for damages under Section 5 of Article XXV, or if
CIWW so elects, in one or more actions at law or in equity in the lowa District
Court for Polk County to the extent allowed by Section 5 and 6 of Article XXV;
or

(© Exercise any other rights and remedies individually or collectively available to it
by law or agreement.

Section 3. CIWW Default and Member Remedy. Upon the occurrence of an Event of
Default, as defined in Section 1 of this Article by or attributable to CIWW that adversely affects
any Member Agency, the Member Agency shall have the right, at the direction of its governing
body, to give CIWW notice of default and after any applicable period of cure has expired:

@ Terminate its membership under Section 2 of Article XXII, without regard to the
five-year notice provided therein, and cancel its contracts with CIWW;

(b) Commence proceedings for an order of the Court for Termination of this
Agreement under Section 2(b) of Article XXIV;

(©) Bring a claim in Arbitration under Section 4 of Article XXV or if the Member
Agency so elects, bring one or more actions at law or in equity in the lowa District
Court for Polk County to the extent allowed by Sections 5 and 6 of Article XXV;

(d) Exercise any other rights and remedies individually or collectively available to it
by law or agreement.

ARTICLE XXIV. EXTENSION AND TERMINATION OF AGREEMENT
Section 1. Extension of Term. This Agreement may be extended beyond the

termination date specified in Section 13 of Article I for an additional specified term not to exceed
forty (40) years by written consent of not less than two-thirds (2/3rds) of the Member Agencies.
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Any Member Agencies that do not consent to such extension within ninety (90) days after
receiving notice that the requisite number of Member Agencies have consented to the extension
shall be deemed to have voluntarily terminated their membership as provided in Section 2 of
Article XXII without further notice by such Member Agency, with such termination to be
effective as of the date the period of notice expires.

Section 2. Termination Provisions. This Agreement may terminate earlier than the
Termination date only upon:

@) the requisite vote of the Board and the Member Agencies as provided by Article
XI; or

(b) A final order of a court having jurisdiction in an action by a Member Agency after
a CIWW default where the Court finds that termination is warranted and in the
best interests of the public.

Section 3. Disposal of Assets upon Termination. Upon termination of this Agreement

after expiration of the Agreement’s term, or for any other reason, the assets of CIWW that have
not previously been disposed of by the Board, shall, after payment in full of, or making provision
for payment in full of all CIWW liabilities, be distributed to the Member Agencies as follows:

(@)

(b)

Each Member Agency shall be deemed to acquire, and thereafter to possess
ownership interests in the CIWW Water Supply Facilities and assets in which it
has a reversionary interest on the date of CIWW’s termination. Such ownership
by reversion shall be documented and confirmed by deed, assignment, or other
conveyance documents issued by CIWW to be effective as of the date of
termination. In each case, the ownership interest of a Member Agency in a
particular CIWW Water Supply Facility or asset shall be equal to the reversionary
interest retained by the Member Agency in the specific CIWW facility or asset,
under the terms of this Agreement according to the record of reversionary interests
maintained by the Board. Such interest shall be conveyed as a tenancy in common
with the other Member Agencies to the extent any particular property or asset has
any non-reversionary interests held by CIWW on the date of termination,
including without limitation by reason of Capacity Expansions after the Asset
Transfer Date.

Except to the extent provided in Subsection (a) of this Section, all of the other
assets and properties of CIWW, including without limitation Capacity Expansions
constructed by CIWW after the Asset Transfer Date, shall be distributed to the
Member Agencies as tenants in common in proportion to their respective
Allocated Capacities as of the date of termination, subject to any reversionary
interest of any Member Agency under Subsection (a) of this Section. Such
distribution shall be documented and confirmed by deed, assignment, or other
conveyance documents issued by CIWW to be effective as of the date of
termination.
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(© The distribution of assets under this Section 3 shall be subject to an equitable
interest in favor of each entity that is a Member Agency on the date of termination
of this Agreement that entitles each such entity to continue to be served by the
output of water produced by the assets on a proportionate basis to the extent of
their respective Allocated Capacities. Such service entitlement shall be on
reasonable terms and conditions established among the parties by good faith
negotiation, or if they fail to so agree, may be enforced by equitable proceedings
commenced in the lowa District Court for Polk County.

ARTICLE XXV. GENERAL

Section 1. Provisions to be Severable. If any provision of this Agreement is held to
be invalid by a court of competent jurisdiction, the invalidity of any such provision shall not affect
the other provisions of this Agreement that can be given effect without the provision determined
to be invalid, and to that end, the provisions of this Agreement are severable.

Section 2. Insurance. CIWW shall procure and maintain its own insurance to cover
applicable risk, including, but not limited to, cyber, property, casualty, and workers’ compensation
insurance. CIWW shall require all contractors and subcontractors to have and maintain bonds and
insurance in applicable contract documents. Each Member Agency shall procure such insurance
covering the Member Agency’s risks as the Member Agency may determine. CIWW and each
Member Agency waive subrogation for all claims, suits, damages, and demands that are covered
by their own insurance, including but not limited to cyber, property, casualty, and workers’
compensation insurance.

Section 3. Notices. Notices which CIWW or its Member Agencies are authorized or
required to give one another pursuant to this Agreement shall be in writing and may be personally
delivered, may be or sent by ordinary mail or delivery service to the addresses for such party
reflected in the records of CIWW, or may be sent by electronic means, including email. Notice by
personal delivery, by delivery service, or by electronic means shall be effective upon actual receipt.
Mailed notices shall be effective and deemed to be received by the party to whom directed when
they are postmarked.

Section 4. Arbitration.

@ CIWW and all Member Agencies agree that any challenge to rates or to any
modification to the CIWW Capital Plan adopted by action of the Board and
approved by the Member Agencies and any claims for money damages arising
between or among them with regard to matters within the scope of this Agreement
shall be submitted to mandatory, binding arbitration at the request of any party. A
request for arbitration must be in the form of a written notice requesting arbitration.
Such notice shall identify each disputed matter to be submitted to arbitration. In the
absence of agreement by the parties to the contrary, the question or questions to be
arbitrated shall be those specified in the notice requesting arbitration.

(b) If the parties agree, there may be one arbitrator. If they fail to agree on a single
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(©

(d)

)

(f)

9)

arbitrator, there shall be three arbitrators, one named in writing by the party or parties
requesting arbitration, one named in writing by the adverse party or parties, and the
third chosen by the first two arbitrators so chosen.

The party or parties requesting arbitration shall choose an arbitrator within ten days
following the parties’ decision that they will not agree to use one arbitrator. Failure
to do so shall be deemed a waiver of its request for arbitration. If the adverse party
or parties desire to appoint a different arbitrator, they shall name their arbitrator
within ten days following the receipt of notice of the naming of the first arbitrator.
The two arbitrators first chosen shall name the third arbitrator within ten days
following the selection of the second arbitrator. Extensions of the time periods to
select arbitrators shall not be unreasonably withheld if requested prior to the original
deadlines above. Should any party refuse or neglect to supply the arbitrators with
any papers or information requested in writing by the arbitrators, the arbitrators are
empowered to proceed ex parte. The parties shall agree on the rules to govern the
conduct of the arbitration, but in the absence of such an agreement, the most recently
published commercial arbitration rules of the American Arbitration Association
shall be deemed to apply. The arbitrator or arbitrators must provide a minimum of
30 days’ notice before the date set for any hearing on the merits of the dispute.

No one shall be qualified to act as an arbitrator if service in such role would create
a conflict of interest. Each arbitrator selected shall be qualified by experience and
knowledge of the matter to be submitted to arbitration. Conflicts of interest include,
but are not limited to: (i) current service on the board, commission, council, or other
governing body of CIWW or any Member Agency that is a party to the dispute; (ii)
current employment, either as an employee or independent contractor, by any
CIWW or any Member Agency; (iii) employment, either as an employee or
independent contractor, within the last five (5) years by CIWW or any Member
Agency; (iv) any prior participation in negotiations related to the dispute; (v) any
direct involvement in the dispute, including as a witness to relevant facts; and (vi)
other circumstances that would materially impair the ability of the individual to
serve as a neutral arbitrator.

If there is one arbitrator, the award of the sole arbitrator shall be binding; if three,
the agreed upon award of any two shall be binding. The award may be set aside only
for reasons permitted under lowa law.

The award of the arbitrator or arbitrators shall be in writing and separately state the
factual and legal analysis relied upon to reach the decision, and it shall not be open
to objection on account of the form of the proceeding or the award.

The arbitrator or arbitrators may retain special counsel for the purpose of conducting
the arbitration proceedings and preparing the arbitration award. In selecting special
counsel, the arbitrator or arbitrators may not retain any attorney who has represented
CIWW or a Member Agency within the last five (5) years.
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(h) The costs of arbitration and reasonable attorneys’ fees for both parties shall be paid
by the party requesting arbitration if it does not prevail in said arbitration
proceedings. If the party requesting arbitration prevails in the arbitration
proceedings, the cost of arbitration shall be shared equally by the parties. Costs of
the arbitration, include, but are not limited to, fees to the arbitrator or arbitrators,
special counsel fees, and any other costs of the proceeding, but excluding reasonable
attorneys’ fees. If the party requesting arbitration prevails, each party shall be
responsible for its own attorneys’ fees. Unless CIWW is a party to the arbitration,
CIWW will not be liable for any costs or fees related to the arbitration, except
CIWW’s own reasonable attorneys’ fees if such fees are necessary.

0] All Member Agencies consent that any award granted through arbitration will be
confirmed in the lowa District Court for Polk County.

Section 5. Specific Performance. In addition to any other remedies available under
applicable law, CIWW, the Board, and each Member Agency shall have the right to the equitable
remedy of specific performance to enforce compliance with any provision of this Agreement.

Section 6. Actions in Court. Except for disputes covered by Section 4 of this Article
XXV requiring arbitration, any Party may bring an action in Court for declaratory relief, for specific
performance, or for any equitable remedy. Any such action shall be brought in the lowa District
Court in Polk County. EACH PARTY WAIVES TRIAL BY JURY IN ANY SUCH ACTION.

Section 7. Duty to Mitigate. Each Party agrees that it has a duty to mitigate damages
under this Agreement and covenants that it will use reasonable efforts to minimize any damages
it may incur as a result of an Event of Default involving any other Party.

Section 8. No Third Party Benefit and Limitation. Neither the provisions of this
Agreement nor the provisions of any agreement that CIWW may have with any Member Agency
or any other public or private agency shall inure to the benefit of any other entity, or any individual
resident, taxpayer, or ratepayer of any Member Agencies. Except as expressly provided in this
Agreement, neither this Agreement nor any agreement that CIWW may have with any Member
Agency or any other public or private agency may be the basis of a claim or cause of action on
behalf of any other person or entity against any Member Agency or any of their respective
residents, taxpayers, or ratepayers.

Section 9. Entire Agreement. This Agreement, including the Schedules attached
hereto, is the entire agreement between the parties respecting the formation and operation of CIWW.
Any subsequent change or modification to the terms of this Agreement shall be in the form of a
duly approved and executed amendment to this Agreement.

Section 10.  Governing Law. This Agreement shall be governed by, construed and
enforced in accordance with the laws of the State of lowa.

Section 11.  Partnership Disclaimer. Nothing in this Agreement is intended or shall be
construed as in any way creating or establishing a partnership between the parties hereto, or as
constituting any party as an agent or representative of the other for any purpose or in any manner,
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other than as specified herein.

Section 12.  Counterparts. This Agreement may be executed in multiple counterparts,
each of which so executed shall be deemed to be an original.

Section 13.  Force Majeure. No party shall be liable for any failure to perform any or
all of the provisions of this Agreement if and to the extent performance has been delayed or
prevented by reason of any cause beyond the reasonable control of such party. The expression
“cause beyond the reasonable control” and the term “Force Majeure” as used in this Agreement
shall mean and be deemed to include, but not be limited to acts, regulations, laws, or restraints
imposed by any governmental official or body; wars, hostilities, sabotage, riots, or commotions;
acts of God; pandemic; or fires, floods, storms, or lightning.

Section 14.  Service Territories. The retail service territories of Member Agencies, and
any transfers of retail customers or territories between Member Agencies shall be governed by
applicable state and federal statutes, including but not limited to Sections 357A.2 and 357A.21,
lowa Code, and other applicable law, except as they may otherwise expressly agree.

Section 15.  Disputes Among Members. Each Member Agency agrees that it will
negotiate in good faith with respect to any claims or disputes with other Member Agencies
concerning their respective retail service territories and any other water utility operations matters.
No Member Agency shall commence any legal action against any other Member Agency to
resolve any such claim or dispute unless it has first conducted mediation of such claim or dispute
with a neutral mediator selected by the Executive Director for a period of not less than thirty (30)
days. The parties to any such mediation shall be deemed to have agreed to the tolling of any
applicable statute of limitations during the pendency of any mediation under this provision.

ARTICLE XXVI. DEFINITIONS

Section 1. Definitions. For purposes of this Agreement, the following words and
phrases shall have the following meanings:

@ “Additional Trustee” is defined in Section 4 of Article VIII.

(b) “Agreement” shall mean this 28E/28F Agreement, as the same may be amended
and supplemented from time to time.

(© “Allocated Capacity” is defined in Section 3 of Article V.

(d) “Annual Budget” is defined in Article XV.

(e “ASR” shall mean aquifer storage and recovery.

()] “Board” shall mean the board of trustees CIWW created under this Agreement.

(9) “Board Modifiable Schedules” is defined in Section 2 of Article XX.
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“Bonds” shall mean any and all bonds, notes, loans or lease agreements, interim
obligations, or other obligations issued by CIWW as authorized under Chapter
28F, lowa Code, or any other applicable provision of law, for the purposes
authorized under Chapter 28F, lowa Code, to finance the costs of facilities and
improvements to the CIWW Water Supply Facilities described in this Agreement.

“Capacity Expansion” and “Capacity Expansion Project” are defined in Section 5
of Article V.

“Capacity Leasing Charges” is defined in Schedule VI-5.

“Capital Contributions” shall mean funds provided to capitalize CIWW by
Member Agencies either by Initial Capital Contribution, Capital Call or otherwise.

“Capital Call” is defined in Section 7 of Article XV.

“CIWW?” shall mean the Central lowa Water Works entity established and
operating as described in this Agreement.

“CIWW Capital Plan” means any modified capital plan adopted after the Initial
CIWW Capital Plan under Section 2 of Article XV.

“CIWW Long Range Plan” is defined in Section 1 of Article VII.

“CIWW Water Supply Facilities” means all facilities used by CIWW to produce,
store, or transport water.

“Debt Service” shall mean the aggregate annual principal (whether at maturity or
pursuant to sinking fund redemption requirements), interest and other payments
(including insurance costs, liquidity charges, letter of credit fees, auction agent and
remarketing fees and broker-dealer fees) allocated to Member Agencies in
connection with outstanding Bonds or Refunding Bonds of CIWW, or other debt
obligations of CIWW for the period or periods in question; provided however, that
payments on Bonds which have been advance refunded and defeased shall be
excluded, as shall payments on Bonds which are to be made from capitalized
interest or from other funds escrowed or deposited with a third party and pledged
exclusively to the repayment of said Bonds. If CIWW shall issue variable rate
Bonds, there shall be taken into account in determining Debt Service the amount
of principal and interest payable in the current year, assuming that the interest rate
for a whole year on such variable rate Bonds is the rate which was in effect on the
last day of the immediately preceding fiscal year and applying such rate on a
consistent basis. If such variable rate Bonds were issued subsequent to such last
day, then for the balance of the year in which such variable rate Bonds were issued,
the first interest rate in effect for such Bonds shall be used.
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“Designated Water Supply Facilities” is defined in Section 6 of Article IV.
“Effective Date” shall have the meaning set forth in Section 11 of Article 1.

“Emergency Member Agency Assessments” shall have the meaning set forth in
Section 9 of Article XV.

“Event of Default” is defined in Section 1 of Article XXIII.

“Excess Consumption” is defined in Section 5 of Article I.

“Force Majeure” is defined in Section 13 of Article XXV.

“Indemnifying Party” is defined in Section 5 of Article XXI.

“Indemnities” is defined in Section 5 of Article XXI.

“Initial Budget” is defined in Section 2 of Article XV.

“Initial Capital Contribution” is defined in Section 9 of Article 1.

“Initial Capital Plan is defined in Section 2 of Article XV.

“Interest Rate Agreement” means, to the extent permitted by applicable law, an
interest rate swap or exchange agreement, an agreement establishing an interest
rate floor or ceiling or both (including options to enter into or cancel the agreement
or to reverse or extend the agreement), currency exchange, cap, collar, forward,
hedge or similar agreement entered into by the Board to moderate or manage the

interest rate or exchange rate risk respecting any of the Bonds or Refunding Bonds.

“lowa Code” shall mean the Code of lowa (2022), as the same may be amended
and supplemented from time to time.

“Legal Counsel” is defined in Section 5 of Article XIV.

“Mandatory Exit Payment” is defined in Section 3 of Article XXII.
“Member Agency / Member Agencies” is defined in Section 4 of Article 1.
“New Member Agency” is defined in Section 4 of Article L.

“Operational Commencement Date” is defined in Section 12 of Article 1.

“Prospective Member Agency” is defined in Section 1 of Article XII.
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(kk)  “Purchased Capacity Master Agreement” is defined in Section 10 of Article IV.

(1n “Refunding Bonds” shall mean any bonds, notes, loan agreements or other
obligations issued by CIWW for the purposes of refunding any of the Bonds under
the provisions of Article XVII, Section 3(b) hereof.

(mm) “Revenue Requirements” is defined in Section 1 of Article VI.

(nn)  “Total Service Agreement” is defined in Section 9 of Article IV.

(00)  “Water Distribution Activity” is defined in Section 2 of Article IV.

(pp)  “Water Distribution Facilities” is defined in Section 3 of Article IV.

(aq) “Water Producing Member Agency” and “Water Producing Member Agencies”
are defined in Section 6 of Article IV.

(rr)  “Water Supply Activity” is defined in Section 2 of Article IV.
(ss)  “Water Supply Facilities” is defined in Section 3 of Article IV.
Additional terms defined in the Schedules have the meaning assigned in the Schedules.
ARTICLE XXVII. EXECUTION OF AGREEMENT
Section 1. Passage of Resolution. A Founding Agency or other Member Agency shall
become a party hereto by the passage of a resolution by its governing body approving this
Agreement and authorizing execution of the same by its officers. This Agreement shall become

effective upon such approval, and execution of a counterpart by all of the Founding Agencies and
filing of the executed Agreement as required by law.

Section 2. Signature Pages. Each Founding Agency approving this Agreement shall
execute the separate signature page provided for it. The parties authorize counsel to any Founding
Agency to assemble the signature pages of all signatory parties and to append them to copies of
this Agreement for filing with the lowa Secretary of State.

[Signature Pages Follow]
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BOARD OF WATER WORKS TRUSTEES OF
THE CITY OF DES MOINES, IOWA

By:
, Board Chairperson

ATTEST:

Ted Corrigan, CEO and General Manager

STATE OF IOWA )
) SS:
COUNTY OF POLK )
On this day of , 2022, before me, a Notary Public in and for the
State of lowa, personally appeared and Ted Corrigan to me personally known, and,

who being by me duly sworn, did say that they are the Board Chairperson and the CEO and
General Manager of the BOARD OF DMWW TRUSTEES OF THE CITY OF DES MOINES,
IOWA, that no seal has been procured by the entity; that the attached instrument was signed on
behalf of the said entity by authority of its Board as contained in the resolution adopted by the
Boardonthe  day of , 2022, and that and Ted Corrigan
acknowledged the execution of the instrument to be the voluntary act and deed of the BOARD
OF DMWW TRUSTEES OF THE CITY OF DES MOINES, IOWA, by it and by them
voluntarily executed.

Notary Public in and for the State of lowa
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CITY OF , IOWA

(SEAL)

By:
Its: Mayor

ATTEST:

By:
Its: City Clerk

STATE OF IOWA )
) SS
COUNTY OF POLK

N

Onthis ___ day of , 2022, before a Notary Public in and for the City,
personally appeared and , to
me personally known, who being duly sworn, did say that they are the Mayor and City Clerk,
respectively of the City of , lowa, a Municipality, created and
existing under the laws of the State of lowa, and that the seal affixed to the foregoing instrument
is the seal of said Municipality, and that said instrument was signed and sealed on behalf of said
Municipality by authority and resolution of its City Council and said Mayor and City Clerk
acknowledged said instrument to be the free act and deed of said Municipality by it voluntarily
executed.

Notary Public in and for the State of lowa
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NOTE TO DRAFT 2 SCHEDULES

SOME SCHEDULES THAT FOLLOW ARE INCOMPLETE, HAVE
NOT YET BEEN UPDATED WITH CURRENT DATA, OR INCLUDE
DATA FOR ENTITIES THAT MAY NOT BE FOUNDING AGENCIES,
AND CONTINUE TO BE UNDER REVIEW
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A. HISTORIC ANNUAL FINISHED WATER REQUIREMENTS

SCHEDULE I-2
FOUNDING DATA

DATA TO BE VALIDATED AND/OR COMPLETED BY MEMBER AGENCIES

Annual Demand In Millions of Gallons

oo | aw | mn | mm | ma | e
2 | Altoona-Total 778525 838.692 |  863.718 863.678 | 875471 |  844.017
1 | Ankeny 2053270 |  1,980.672 | 2,446.297 | 2,253.334 | 2,497.238 | 2,246.162
1 | Bondurant 184.798 200021 | 200.796 214201 | 228530 |  205.669
1 | Clive 669.003 630.973 |  698.917 733.048 | 708.084 |  688.023
3 | DMWW-Total | 8561.936 | 8439.077 | 8518459 | 8911.301 | 8,974.300 | 8,681.015
1 | Johnston 748.274 762712 | 820.081 860.177 | 822323 |  804.513
1 | Grimes 648.114 536.634 |  542.878 652.932 | 654552 |  607.022
1 | Norwalk 299.976 320817 |  418.642 423545 |  419.307 |  376.458
2 | Polk City-Total 175515 192,813 | 230.136 233.465 | 251.022 |  216.590
1 | uwu 1,536.328 |  1,541.656 | 1,691.490 | 1,773.936 | 1,821.323 | 1,672.947
1 \[’3\12{::2 Water 602.704 643.547 |  628.457 625.806 | 642.937 |  628.690
1 | Waukee 506.345 614201 |  728.623 799.649 |  840.129 |  715.790
2 ‘T’\g[t;'}"ww' 2775840 | 2,557.970 | 2,810.655 | 2,895.342 | 2,825.989 | 2,773.159
2 | Xenia-Total 727.232 667.829 |  705.625 747278 | 741.075 |  717.808

Totals 20,357.952 | 19,927.615 | 21,304.773 | 21,996.692 | 22,302.280 | 21,177.863

Notes:

All figures are calendar year totals expressed in million gallon units.

1.
2.
3.

Metered consumption at entity’s master meter connecting to DMWW
Entity pumpage plus entity’s master meter connecting to DMWW
All DMWW Consumption from actual billed consumption data plus provision

for DMWW distribution lost water component as computed on the basis of
Schedule VI-3

62




SCHEDULE I-2

B. HISTORIC MAXIMUM DAY UTILILIZATION OF CAPACITY

DATA TO BE VALIDATED AND/OR COMPLETED BY MEMBER AGENCIES

Max Day Demand In Millions of Gallons
Altoona-Total 4.416 4.302 4.063 3.931 3.931 4.129
Ankeny 8.736 8.034 9.141 8.508 8.528 8.589
Bondurant 0.782 0.882 0.923 0.933 1.013 0.907
Clive 4.098 3.563 3.877 4.158 4.008 3.941
DMWW-Total 43.463 39.953 41.840 44.630 44.750 42.927
Johnston 5.375 4.975 4.877 5.027 4.793 5.009
Grimes 3.887 3.665 3.386 2.808 3.080 3.365
Norwalk 1.831 1.779 2216 2.722 2.865 2.283
Polk City-Total 1.409 1.307 1.170 1.047 1.147 1.216
UWU 10.038 8.967 10.269 10.122 11.156 10.110
\[’Dvlzglecrl Water 2.674 2.656 2.467 2.824 3.290 2.782
Waukee 3.632 3.594 3.770 4.281 4.274 3.910
WDMWW-Total 15.513 13.243 13.478 13.773 13.925 13.986
Xenia-Total 2.881 2.667 2.803 3.065 2.893 2.862
Totals 108.736 99.586 104.279 107.828 109.653 106.016
Notes:

All figures are calendar year maximums expressed in million gallon per day units.
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SCHEDULE I-9
INITIAL CAPITAL CONTRIBUTIONS

SUBJECT TO CHANGE BASED ON FINAL SCHEDULE I-2A

Initial Capital Contributions are start-up funds that are contributed by the Founding Agencies to
provide the initial capitalization of CIWW that has been deemed required for commencement of

CIWW operations.

5-year Average - .
yof Annual ) % of Total I(r;g:lilri(éigig?ll
Demand (MG)
Altoona-Total 844.017 3.985% $79,707
Ankeny 2,246.162 10.606% $212,124
Bondurant 205.669 0.971% $19,423
Clive 688.023 3.249% $64,976
DMWW-Total 8,681.015 40.991% $819,820
Johnston 804.513 3.799% $75,977
Grimes 607.022 2.866% $57,326
Norwalk 376.458 1.778% $35,552
Polk City-Total 216.590 1.023% $20,454
Uuwu 1,672.947 7.900% $157,990
Warren Water District 628.690 2.969% $59,372
Waukee 715.790 3.380% $67,598
WDMWW-Total 2,773.159 13.095% $261,892
Xenia-Total 717.808 3.389% $67,789
Totals 21,177.863 100.000% $2,000,000.00
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SCHEDULE IV-1
EXCEPTIONS TO EXCLUSIVE SUPPLY RIGHTS

Member Agencies that are rural water districts shall have the right to obtain, or produce for
themselves, supplies of water for areas of operation that are served to rural standards, as
follows:

(i) Xenia shall have the right to obtain, or to produce for itself, supplies of water for
the areas of its operation outside of the area defined as its “Des Moines System”
as shown in the map below.

[Need map from Xenia]

(if) Warren shall have the right to obtain, or to produce for itself, supplies of water
for the areas of its operation outside of the area defined as its “Des Moines
System” as shown in the map below.

[Need map from Warren]
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SCHEDULE IV-5
SERVICE OBLIGATION STANDARDS

CIWW shall have an obligation to make reasonable provision to meet all drinking water
production requirements of the Member Agencies as needed, subject to mechanical failures,
unforeseen events, or circumstances within the definition of Force Majeure.

The following standards shall further define such service obligation:

CIWW shall plan for delivery of each Member Agency’s Allocated Capacity and shall not
be required to deliver any more than any Member Agency’s Allocated Capacity.

CIWW shall expand its capacity pursuant to its Long Range Plan contingent on available
financing and funding.

CIWW shall provide for sufficient water pressures and delivery points, both of which shall
be determined in coordination with the Member Agencies.

CIWW shall not deny service to any Member Agency that requests it so long as the
requests are made reasonably in advance and consistent with adopted CIWW Long Range
Plan and Capacity Expansions.

CIWW’s curtailments in service, if any, shall be made pursuant to the Water Shortage
Plan.

CIWW shall strive to meet all applicable state and federal water quality regulations; but
in a situation where it fails to do so, it will provide timely notice to all affected Member
Agencies;

The level of service provided by CIWW to Member Agencies shall be supported by rates,
determined under Article VI and the principles set forth in Schedule VI-2, that are reasonably
related to CIWW s actual costs, at levels determined by its Board to be sufficient to pay all CIWW
expenses and obligations, to establish and maintain reasonable and adequate financial and
operating reserves, and to provide for the current and future financing of CIWW’s capital projects.
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SCHEDULE IV-6

DESIGNATED WATER SUPPLY FACILITIES

Function* Facility Name / Asset Description Owner Comments
INCLUDED ASSETS

MTR Wholesale Meters DMWW

SOS Fleur Infiltration Gallery DMWW Easement**
SOS Raccoon River Intake DMWW Easement**
SOS Des Moines River Intake DMWW Easement**
SOS Saylorville Lake Storage Contract! DMWW Assignment
SOS Maffitt Raw Water - Collector Wells DMWW Easement**
SOS Maffitt Reservoir DMWW Easement**
SOS Chain of Lakes DMWW Easement**
SOS Saylorville Raw Water - Collector DMWW Easement**

Wells

SOS AC Ward Jordan Aquifer Wells WDMWW Easement**
SOS AC Ward Alluvial Aquifer Wells WDMWW Easement**
SOS Altoona Jordan Aquifer Wells Altoona

SOS Polk City Alluvial Aquifer Wells Polk City

SOS Urbandale Raw Water Quarries uwu Easement**
SOS AC Ward Wells and Equipment WDMWW Easement**
STO Army Post Road ASR Well DMWW Existing

agreement

STO LP Moon ASR Well DMWW

STO McMullen ASR Well DMWW

STO 98th Street Tower WDMWW Existing

agreement

! Saylorville Lake Storage Contract shall be assigned subject to approval by the state of lowa and
the Secretary of the Army, and assumption by CIWW of DMWW’s financial obligations

thereunder.
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STO Joint East Side Booster & Storage DMWW Existing
agreement

STO Tenny Standpipe DMWW

BPS LP Moon Booster & Storage DMWW

BPS Polk Co. Booster & Storage DMWW

BPS Joint Maffitt Lake Booster Station DMWW

BPS NW 26" St. Booster Station DMWW

T™T Fleur WTP DMWW Easement**

T™MT Fleur Laboratory DMWW Process Analysis

Only

T™MT McMullen WTP DMWW Easement**

T™T Saylorville WTP DMWW

T™T AC Ward WTP WDMWW Easement**

T™MT Altoona WTP Altoona Easement**

T™MT Polk City WTP Polk City Easement**

TRN Core Network Transmission DMWW

Mains(706,450 LF)
EXCLUDED ASSETS
STO Ankeny ASR Wells Ankeny Excluded
STO Waukee ASR Well Waukee Excluded
STO Wilchinski Standpipe DMWW Excluded***
BPS Nollen Booster & Standpipe DMWW Excluded***
BPS Hazen Booster & Storage DMWW Excluded***
BPS Urbandale Booster Station Uuwu Excluded
BPS Waukee Booster Station Waukee Excluded
BPS Norwalk Booster Station Norwalk Excluded
BPS Airport Booster Station DMWW Excluded
Des Moines Water Works Park DMWW Excluded
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Maffitt Park

DMWW

Excluded

DMWW General Office Bldg

DMWW

Excluded

*MTR = Meters; BPS = Booster/Pumping Station; SOS = Sources of Supply; STO = Storage;
TMT = Treatment Facilities; TRN= Transmission Network
**Facilities transferred for the use and benefit of CIWW but Real Estate to remain with the
original owner in cases where facilities are on land that is either owned by a separate party
altogether or dedicated to a non-water production purpose (e.g., parks, other city functions).

*** Storage and pumping facilities that primarily serve Des Moines retail or DMWW total service
customers would remain DMWW assets but a percentage of the O&M costs for these storage
facilities equal to an agreed upon percentage of use by CIWW, would be billed by DMWW to

CIWW on an annual basis.
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SCHEDULE IV-8A

SAYLORVILLE EXPANSION PROJECT ALLOCATION AND ESTIMATED COSTS

$ 159,054,000 Engineer's Opinion of Probable Construction Cost for 10 MGD SWTP expansion
Initial Capacity Proportionate
Allocation (MGD) in Initial Annual Debt | Allocation of
Asset Transfer True Capacity in Service @ 2% 10 MGD

Ci ity Up Calculation CIWW % Growth 9% 91% Total by C ity| for 20 years Expansi

Altoona 6.95) 5.09% 8.00%| |[$ 728,852 5 11,579,131 4 12,307,983 (5752,715.85) 0.80
Ankeny 14.15 10.37% 18.00%| |$ 1,483,921 $ 26,053,045 $ 37,536,967 | (%1,684,070.50) 1.80
Bondurant 2,09 1.53% 110% |8 219,180 5 5,934,305 3 6,153,485 ($376,326.93) 0.41
Clive 4.31] 3.16% 1.20% S 451,993 s 1,736,870 S 2,188,803 (5133,863.66) 0.12]
DMWW 45.29 33.18% 9.00%| |$% 4,749,597 3 13,026,523 $ 17,776,120 | (%1,087,129.14) 0.90
Johnstan 6.34] 4.64% 470% |$ 664,881 $ 6,802,740 $ 7,467,620 ($456,695.15) 0.47
Grimes 6.56 4.81% 10.60% S 687,952 s 15,342,343 S 16,030,301 (5980,360.60) L.06
Norwalk 3.37, 2.47% 5.10%| |$ 353,414 5 7,381,696 4 7,735,111 (5473,053.98) 0.51
Polk City 1.6 1.17% 1.30%| |$ 167,793 3 1,881,609 $ 2,049,402 ($125,334.70) 0.13
uwu 13.15 9.63% 10.40%| | % 1,379,051 5 15,052,871 3 16,431,921 | (51,004,922.37) 1.04
'Warren Water District 3.02 2.21% 1.20% S 316,710 s 1,736,870 S 2,053,579 (5125,590.18) 0.12]
Waukee 6.46) 4.73% 9.00%| |$% 677,465 5 13,026,523 4§ 13,703,988 ($838,090.92) 0.90
WDMWW 17.31 12.68% 9.30%| |[$% 1,815,313 $ 13,460,740 $ 15,276,053 ($934,233.27) 0.93
Xenia 5.9 4.32% 8.10% S 618,738 5 11,723,870 $ 12,342,608 (5754,833.29) 0.81]
Totals 136.5 100.00% 100.00%| | $ 14,314,860 3 144,739,140 $ 159,054,000 %  (9,727,221) 10.00

70



SCHEDULE IV-8
CURRENTLY PLANNED DESIGNATED WATER SUPPLY FACILITY PROJECTS

PRODUCERS’ CIP TO BE ADDED

The currently planned facility projects listed below shall be constructed without further Board
approval by the Founding Agencies and the costs thereof shall be paid by CIWW.
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SCHEDULE IV-9

EXISTING TOTAL SERVICE AGREEMENTS

Member Agency

Total Service Agreement

DMWW

Berwick Water Association, lowa

City of Alleman, lowa

City of Cumming, lowa

City of Pleasant Hill, lowa

City of Runnells, lowa

City of Windsor Heights, lowa

Greenfield Plaza Benefited Water District, lowa
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SCHEDULE IV-11
EXISTING WHOLESALE RELATIONSHIPS TO BE CONTINUED

TO BE COMPLETED ONCE FOUNDING AGENCIES ARE IDENTIFIED

Member Agency Wholesale Relationship

DMWW Water Development Company

Johnston Camp Dodge
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SCHEDULE IV-14

REGIONAL AQUIFER STORAGE AND RECOVERY (ASR) RULES AND
REQUIREMENTS

The Total ASR capacity and recharge and recovery schedules of CIWW and the Member
Agencies, shall be managed by CIWW and the Board to facilitate proper operation of the water
production and delivery systems of CIWW and the Member Agencies during periods of ASR
facility recharge or recovery and to maximize the benefit of ASR facilities to individual
Member Agencies and to the CIWW regional system.

The following initial Rules shall apply to ARR facilities and operations until further action by
the Board:

Rule 1. The following ASR capacity limits shall apply to help ensure that available system
capacity is adequate to meet ASR facility recharge needs while also allowing for necessary
treatment facility and transmission system maintenance and repairs to be completed during ASR
facility recharge:

e “ASR Recovery Capacity” of each ASR facility shall mean the maximum daily capacity
of water recoverable from the facility expressed in Million Gallons Per Day (MGD).

e Total ASR Recovery Capacity of CIWW and all Member Agencies shall at all times be
limited to not more than 20% of the total treatment capacity of CIWW. For example, if
CIWW’s total treatment capacity is 120 MGD, total ASR Recovery Capacity shall be
limited to 24 MGD. In addition, ASR Recovery Capacity of each Member Agency shall
be limited to not more than 50% of its average day water demand.

Rule 2. To ensure treatment capacity adequate for ASR facility recharge, new ASR facilities of
Member Agencies constructed after the Effective Date shall require approval by the Board. The
Technical Committee shall review all new ASR facility proposals and make recommendations
to the Board.

The capacity of existing ASR facilities shall not be increased without prior approval from the
Board.

ASR facilities that are abandoned or decommissioned shall not be replaced or recommissioned
without prior approval from the CIWW.

Member Agencies whose average day demand is not sufficient to support operation of an ASR
facility may collaborate with other Member Agencies to aggregate their average day demand for
consideration of a joint ASR facility.

Rule 3. Member Agencies shall coordinate ASR recharge and recovery schedules with CIWW
and its operating contractors to ensure adequate capacity is available. CIWW and its operating
contractors shall have the right to require changes to recharge and recovery schedules as
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necessary to accommodate source water challenges, maintenance and repairs to treatment or
transmission facilities, or other operational issues.

Member Agencies shall suspend recharge or to initiate recovery on short notice from CIWW’s
staff or any of CIWW?’s operating contractors in response to operational challenges and regional
needs.

CIWW does not guarantee Member Agencies that system capacity will be available to
completely recharge ASR facilities in any given year.

Rule 4. The following ASR facilities are deemed approved without regard to the Maximums of
Rule 1 or further Board Action under Rule 2:

Existing ASR Facilities Proposed ASR Facilities
Capacity(MGD) Capacity(MGD)
LP Moon 3.0 DMWW 3.0
Army Post 3.0 Uwu 3.0
McMullen 3.0 WDMWW 3.0
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Existing Member Agency ASR Facilities

Capacity(MGD)
Ankeny 1 1.5
Ankeny 2 3.0
Ankeny 3 3.0
Waukee 1.3
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SCHEDULE V-2
COSTS PAYABLE TO WATER PRODUCING MEMBER AGENCIES

Each Water Producing Member Agency shall be paid for its full actual operational costs of
providing water supplied to CIWW. Actual operational costs shall be based on the cost principles
stated in this Schedule.

Full actual operational costs are defined to be the prudent and necessary costs actually incurred
to operate the Designated Water Supply Facilities as defined in this Agreement, including repair,
replacement, and other investment required to maintain existing production capacity, as well as
related general and administrative expenses. For avoidance of doubt, such costs shall include
actual contract costs with third-party contract operators. Excluded from the definition of
operational costs are: (a) all debt service; (b) costs incurred by a Water Producing Member
Agency for CIWW budgeted CIP capital projects that are otherwise reimbursed to the Water
Producing Member Agency by CIWW; (c) all costs related to the Water Producing Member’s
water distribution network; (d) purchases of inventory (however, the use of inventory may be
included as materials & supplies per the below definitions); (¢) non-cash charges such as
depreciation and amortization expense; and (f) payments or transfers from the Water Producing
Member’s water utility enterprise to any parent organization or general fund, unless benefit to
Water Supply Activity or Designated Water Supply Facilities exists. Water Producing Member
Agencies shall categorize their costs as follows:

Personnel Costs. The cost of wages and salaries; local, state, and federal employment
taxes; and insurance and benefit costs. Water Producing Member Agencies are required
to maintain separate accounts to differentiate between those Personnel Costs incurred in
the operations of the Designated Water Supply Facilities from those used in the operation
of the Water Producing Member Agency’s distribution network.

Materials and Supplies. These costs are tangible items that are used or consumed in the
direct operations and maintenance of the Designated Water Supply Facilities. Water
Producing Members are required to maintain separate accounts to differentiate between
those materials and supplies used in the operations of the Water Supply Facilities from
those used in operation of the Member Agency’s distribution network.

Contract Services. Any services provided under contract to the Water Producing Member
Agency directly related to the operations of the Designated Water Supply Facilities. To
the extent contract services may include services for both the Designated Water Supply
Facilities and the Water Producing Member Agency’s distribution network, the Water
Producing Member shall be required to split the contract costs based on a distribution of
labor and materials consistent with the contract’s scope of work.

Utilities. The cost of electric, water, wastewater, stormwater, telephone, internet, gas or
other utility services necessary for the direct operations of the Designated Water Supply
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Facilities. Water Producing Member Agencies shall be required to maintain separate
accounts to differentiate the utility costs used in the operations of the Designated Water
Supply Facilities from those costs incurred to operate the Water Producing Member
Agency’s distribution network.

General & Administrative. Water Producing Member Agencies shall be allowed to
include reasonable general and administrative costs, so long as the Board approves in
advance that the methodology of the calculation is appropriate, reasonable, and consistent
with other Water Producing Member Agencies, and the Water Producing Member Agency
submits supporting accounting documentation of actual costs to justify the G&A expense.

2% Margin. Water Producing Members shall collect a 2% margin on their reimbursable
operating costs, including personnel costs, materials and supplies, contract services,
utilities, and general and administrative costs.

Renewal & Replacement. The costs of unforeseen, emergency renewal and replacement
of capital assets that have not been considered in CIWW Capital Plan, such as the
replacement of a pump due to failure and other costs of a similar nature. The Water
Producing Member initially incurring the cost of capital replacement shall provide
supporting documentation and justification for the capital expense.

During CIWW’s budget process for each fiscal year, each Water Producing Member Agency shall
submit to CIWW Board a projection of its full actual operational costs for the budget year, along
with documentation to demonstrate the distribution of costs between the Water Producing
Member Agency’s production and distribution facilities. CIWW shall pay the operational costs
in seasonally-adjusted monthly installments based on the budgets submitted by the Water
Producing Members and approved by CIWW Board. Such payments to Water Producing Member
Agencies shall be paid in advance for budgeted expenses to be incurred for the following month
on the first business day of each month for that month. Throughout the fiscal year, Water
Producing Member Agencies shall report actual operational costs on a quarterly basis to CIWW
and identify and explain material fluctuations from projections.

True-Up Requirement

Within 60 days after the close of the fiscal year, full actual operational costs shall be summarized
and a true-up amount calculated for each Water Producing Member Agency equal to the total
amount previously paid for the year minus the actual amount calculated to be due. Any
overpayment shall be refunded by the Water Producing Member Agency to CIWW and any
underpayment shall be paid by CIWW to the Water Producing Member Agency. Such amounts
shall be paid within twenty-five (25) days of the determination of the amount due.
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SCHEDULE V-3
CAPACITY ALLOCATIONS

SUBJECT TO CHANGE BASED ON FINAL SCHEDULES I-2B AND XIII

Maximum Day Demand in Millions of Gallons

Member Agency
Altoona-Total
Ankeny
Bondurant

Clive
DMWW-Total
Johnston

Grimes

Norwalk

Polk City-Total
Uwu

Warren Water
District

Waukee
WDMWW-Total
Xenia-Total

Totals

Addl Allocation of

5-Yr Avg MDD  Reserve Capacity Capacity
(Schedule 1-2B)  (Schedule XI11-1) Allocation
4.13 2.55 6.68
8.59 5.74 14.33
0.91 1.31 2.22
3.94 0.38 4.32
42.93 2.87 45.80
5.01 15 6.51
3.37 3.38 6.75
2.28 1.63 3.91
1.22 0.41 1.63
10.11 3.32 13.43
2.78 0.38 3.16
3.91 2.87 6.78
13.99 2.97 16.96
2.86 2.58 5.44
106.02 31.89 137.91




SCHEDULE V-5
CHARGES FOR FUTURE CAPACITY ALLOCATIONS

This Schedule describes the methodology for determining payments for Allocated Capacity by
New Member Agencies under Section 4 of Article V.

Step 1: Determine the Total Capacity Requirements as described in Article V, Section 3.

Step 2: Multiply the Total Capacity Requirement by the Incremental Unit Cost of Capacity, which
shall be determined as follows:

Incremental Unit Cost = Expansion Cost / Expanded Capacity
Where:

Expansion Cost is the total cost of capital projects in the CIWW Long Range Plan identified as
expansion-related only. Expansion Costs will exclude the cost of any project to meet non-
expansion needs including but not limited to: renewal and replacements, upgrades, maintenance,
acquisition or construction of assets with useful lives less than 10 years, regulatory projects, and
acquisition or construction of administrative facilities. Expansion costs will be expressed in
current-year dollars.

Expanded Capacity is the difference between the projected total capacity of the CIWW Water
Supply Facilities upon completion of the expansion projects identified in the CIWW Long Range
Plan and the current production capacity. If the CIWW Long Range Plan does not include
expansion related costs for production capacity, costs for the most recently constructed production
facilities, adjusted by an industry accepted construction cost index, shall be used.

80



SCHEDULE VI-2
MANDATORY RATE PRINCIPLES

CIWW will conduct an annual Cost of Service Study and allocate operation and maintenance
(O&M) and capital costs to Member Agencies based on widely accepted industry cost allocation
and rate making principles as set forth in the American Water Works Association’s (AWWA) M-
1 Manual “Principles of Water: Rates, Fees, and Charges.” CIWW costs include and are defined

as:

1. Operations & Maintenance (“O&M”) - Prudent and necessary costs to operate and

maintain source of supply, treatment, pumping, and transmission facilities, as well as
applicable efforts related to customer service and general and administrative expenses.
O&M costs also include adjustments to operating reserves necessary to maintain
appropriate levels of working capital consistent with CIWW financial policies as approved
by the Board of Directors.

“Joint Capital” — Capital costs of existing assets considered transferred to CIWW, plus
the capital cost of asset replacements and renewals not attributed to meeting growth needs.
“Shared Growth” — Capital cost of assets and expansions constructed to meet regional
growth in water demands common to all Member Agencies. Nine percent (9%) of
projected expansion costs are allocated as Shared Growth costs

“Allocated Growth” — Capital cost of assets constructed to meet Member Agency-specific
growth projections and water demands. Ninety-one percent (91%) of projected expansion
costs are allocated as Allocated Growth costs.

COST ALLOCATION REQUIREMENTS

Cost allocation shall be based on the “Base Extra-Capacity” method as described in the AWWA
M1 Manual, which recognizes four primary cost components: base costs, extra-capacity costs,
customer costs, and fire protection costs. CIWW costs shall be assigned to the four cost
components as follows:

Base Costs ($/Million Gallons) shall include all O&M, Joint Capital and Shared Growth
costs incurred in producing the volumes of water delivered to Member Agencies up to
average-daily demand levels. Base costs shall be uniform for all Member Agencies and
expressed as a cost per unit of volume delivered by CIWW with reasonable allowances
for water losses determined per Schedule VI-3.

Extra-Capacity Costs ($/MGD) shall include all O&M, Joint Capital and Shared Growth
costs incurred in producing and delivering volumes of water in excess of average-daily
demand levels. Extra-capacity costs shall be uniform for all Member Agencies and
expressed as a cost per unit of demand.

Customer Costs include costs directly related to serving customers, including meter
reading, billing, and related services. Based on the immateriality of these costs to CIWW
as a wholesale provider of water, such costs shall be included in Base Costs.
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e Fire protection costs are not relevant to the operations of CIWW. Fire protection is instead
a design requirement for local distribution systems and therefore the responsibility of

individual Member Agencies.

e Member Agency Specific Expansion Costs (fixed $/period) shall include all costs related

to Allocated Growth. Member Agency specific expansion costs shall be unique to
individual Member Agencies and allocated to them based on their respective Growth
Allocations and billed to Member Agencies as a fixed amount per period (e.g., month or

year).

WATER RATE REQUIREMENTS

Water rates charged to Member Agencies shall include a volume rate that recovers the Base Costs,
a fixed monthly charge to recover the Extra-Capacity Costs, and a separate monthly fixed charge
to recover the Member Agency Specific Expansion Costs. The following table illustrates the
calculation of unit costs, which are then multiplied by the Member Agency’s units of service to

determine the billable charges.

Member Agency
Extra-Capacity Specific Expansion
Cost / Expenditure Description Base Costs Costs Costs
(Average Day) (Maximum Day) (Growth)
Variable Costs of Operating Leases X
Fixed Costs of Operating Leases X X
CIWW Organizational Costs X X
Joint Capital Debt Service X X
Joint Capital Cash Funding X X
Shared Growth Debt Service (9%) X
Shared Growth Cash Funding (9%) X
Allocated Growth Debt Service (91%) X
Allocated Growth Cash Funding (91%) X
Totals $XX $XX $XX
Units Total CIWW Total of Member Member Agency
Volume Projected Agencies’ 5-year Specific
to be Produced for average MDD in
the year in MG MGD
Unit Cost $/ MG $/MGD $/ Month
Charge Type Variable Fixed Fixed
Uniform cost per unit applicable to all Specific to each
Member Agencies Member Agency

Extra-Capacity costs must be allocated between Base (average-daily demand) and Extra-Capacity
(demands above average-day). The split between the two is determined mathematically as

follows:

e Average Day Demand (Base) = total water deliveries to all Member Agencies together
with allowances for water losses pursuant to Schedule VI-3, divided by 365 days (leap
years will be ignored for this calculation).
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e Maximum Day Demand (MDD) = 5- year average of noncoincident maximum daily water
delivery to all Member Agencies.

e Extra-Capacity Demand (Extra-Capacity) = Maximum Day Demand minus Average Day
Demand.

For illustration purposes only. Assume the average-day demand is 100 MGD and the Maximum
Day Demand is 250 MGD. The allocation of costs between Base and Extra-Capacity components
would be calculated as follows:

Base Extra Capacity Total
System Demand 100 MGD 150 MGD 250 MGD
% Allocation 40% 60% 100%
(100 / 250) (150 / 250) (250 / 250)

Charges for individual Member Agencies will be calculated as follows and billed monthly:

e Volume Charges: The Base Cost per unit x the Member Agency’s volume as determined
pursuant to Article VI, Section 3.

e Extra-Capacity Charges: The cost per MGD x the Member Agency’s MDD, divided by
12 months.

e Member Specific Expansion Charges: The monthly cost of expansion specific to the
Member divided by number of periods
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SCHEDULE VI-3
ASSUMPTIONS USED TO ESTIMATE VOLUME OF UNMETERED WATER USED
MEMBER AGENCIES

The following calculation illustrates the methodology to calculate estimated annual water loss
attributable to the Water Distribution Facilities of Member Agency, Des Moines Water Works.
Such calculation is provided for illustrative purposes only and shall be performed on an annual
basis using the most recently available pumpage and metering data. The annual amount
attributable to Des Moines Water Works shall be divided into twelve (12) equal monthly
installements and added to the monthly billings to be paid by Des Moines Water Works.

Test Year
(kgals)
|D3[“"“" System Total Production A 19,500,000
|Water Billed to Member Agencies Excluding DAMWW B 9,600,000
DMWW Production Water Usage - Regional Water
Metered - Water Used in Regional Water Treatment & Regional Facilities 185,000
Unmetered - Estimated 0.5% of Total Production A *0.50% 97.500
DMWW Total Water Used in Production - Regional Water C 282,500
Water Metered to DM[WW
Metered - Water Billed to DMWW Retail and Full Service Customers 7.500,000
Metered - Water Used at DMWW Facilities 1.000
Metered - Free Water Given to Cities served by DMWW 150,000
Metered - Free Water Under Contract (e.g., Greater DM Botanical Garden) 5,000
Total Retail Consumption Billed to DAIWW D 7,656,000
Unmetered Water Attributed to DAIWW
Unmetered - Estimated 1.25% used in Firefighting. Flushing, etc. E (A-B-C)*125% 120,219
Total Accounted for Water in DAIWW System F B+C+D+E 17,658,719
Total Unaccounted for Water in DNIWW System G A-F 1,841,281
Allocation of Unaccounted for Water Based on Inch-Feet of Pipe
Percentage of Loss Assigned to DMWW Distribution Mains H 72%
Percentage of Loss Assigned to Core Network Mains I 28%
Allocated Lost Water in DMWW Distribution Mains I G*H 1,329.085
Allocated Lost Water in Core Network Mains K G*I 512,196
Total Unaccounted for Water - DMWW System Checlk: 1,841,281
|Total Unmetered and Unaccounted for Water Attributed to DMWW E+] 1449304 |

The annual "Total Unmetered and Unaccounted for Water Attributed to DMWW" shall be divided into twelve (12) equal monthly
installments and added to DMWW's metered billings.
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SCHEDULE VI-5
CHARGES FOR EXCESS CONSUMPTION

All Member Agencies of CIWW will, at all times, have a defined Allocated Capacity attributed
to them. Each Member Agency’s Allocated Capacity is the maximum amount of water CIWW is
obligated to deliver during a single day. Any water delivered to a Member Agency in excess of
its Allocated Capacity on more than three (3) non-consecutive or consecutive days in any given
calendar year shall be subject to additional charges referred to as Capacity Lease Charges. For
the purposes of this Schedule, a day is the 24-hour period commencing at 12:00 am.

1. Determine if Member Agency has Excess Consumption for Year. This is calculated as the
total maximum volume of water delivered during any day during the Calendar Year, less the
Member Agency’s then-current Allocated Capacity. If the Member Agency has three or fewer
days with Excess Consumption, additional charges do not apply. Excess Consumption for
more than three days results in Capacity Lease Charges as outlined below in Sections A or B.

Example 1: Member X'’s Allocated Capacity is 5 MGD and received the following highest
daily gallons of consumption (in ascending order):

e 5,100,000 gallons

e 5,500,000 gallons

e 6,000,000 gallons

Because there are no more than three days with Excess Consumption over the Member
Agency's Allocated Capacity, additional charges do not apply.

Example 2: Member X'’s Allocated Capacity is 5 MGD and received the following highest
daily gallons of consumption (in ascending order):

5,100,000 gallons

5,500,000 gallons

6,000,000 gallons

6,100,000 gallons

There are more than three days over the Member Agency’s Allocation Capacity, so
Capacity Lease Charges shall apply. Excess Consumption of 1.1 MGD is based on the
highest volume of water received in a day during the Calendar Year (6.1 MGD —5.0 MGD
Allocated Capacity).

2. Calculate Capacity Lease Charges. Member Agencies receiving CIWW deliveries of Excess
Consumption are subject to a lease of the surplus capacity made available by CIWW from the
Allocated Capacity of other Member Agencies.
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A. Prior to the Saylorville Water Treatment Plant 10 MGD expansion being fully
constructed and operational (estimated to be in 2027), the lease payment is the sum of
two components:

i. Returnon Invested Capital. The return on capital shall be calculated as the then-current
net book value (the original cost less accumulated depreciation) of CIWW Water
Supply Facilities multiplied by a rate of return of 8%, divided by the total Allocated
Capacity of all CIWW Member Agencies, times the Excess Consumption determined
in Step 1.

Example: The total book value of Water Supply Facilities is $144 million and the
total of all Member Agencies’ Allocated Capacities is 136.5 MGD; the charge for
return on invested capital is: $144M x 8% / 136.5 MGD x 1.1 MGD = $92,835.16.

ii. Depreciation. The annual depreciation expense of the CIWW Water Supply Facilities
divided by the total Allocated Capacity of all CIWW Member Agencies.

Example: The annual depreciation expense on Water Supply Facilities is $10
million with total Allocated Capacity of 136.5 MGD; the charge for depreciation is:
$10M /136.5 MGD x 1.1 MGD = $80,586.08.

Total Capacity Lease Charge for 1.1 MGD of Excess Consumption =
$92,835.16 + $80,586.08 = $173,421.24

B. Beginning with the first full Calendar Year after the commissioning of the Saylorville
Water Treatment Plant 10 MGD expansion, the Capacity Lease Charges shall be
calculated as follows:

i. The Capacity Lease Charges shall be based on the then-current total annual debt
service of CIWW related to treatment capacity projects, or if no debt service for
treatment capacity projects exist, the average annual debt service of the most recent
capacity expansion adjusted for a reasonable cost index, such as the Engineering
News Record (ENR).

Example: The total annual debt service is $10 million for a 10 MGD expansion; the
Capacity Lease Charge is: $10M / 10 MGD x 1.1 MGD = $1,100,000

3. Calculate annually and bill Member Agency(ies). The above calculation shall be completed
for each Member Agency for each Calendar Year the Member Agency receives more than
three days of Excess Consumption over its Allocated Capacity. Amounts will be determined
retroactively based on meter readings as they are made available to CIWW. All charges
computed under this Schedule are a one-time charge and shall be billed to the Member
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Agencies separately from all other charges for service and shall be due and payable within 25
business days of receipt.

. Allocate Capacity Lease Charge Receipts. Receipts from the Capacity Lease Charge shall be
allocated to the Member Agencies who had no Excess Consumption for the same Calendar
Year in proportion to their surplus as follows:

a. Determine Member Agency Surplus. This is calculated as the difference between the
Member Agency’s max-day demand during the Calendar Year and its Allocated
Capacity.

Example: The Member Agency has an Allocated Capacity of 6 MGD and the
maximum day demand for the Calendar Year was 4 MGD; the surplus is 2 MGD.

b. Sum the Surplus for All Applicable Member Agencies. Calculate the surplus capacity
for all Member Agencies for the Calendar Year and sum the total. Ignore all negative
values.

Example: The total of all surpluses after repeating Step 4a for all Member Agencies
is 10 MGD.

c. Distribute the total Capacity Lease Charges for the Calendar Year proportionately.
Divide each Member Agency’s surplus by the total surplus for the year, and multiply
by the total lease payment received.

Example: A Member Agency had a surplus of 2MGD out of 10MGD total, or 20%.
The lease payment was $1,100,000; the Member Agency receives 20% of the payment,
or $220,000.
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SCHEDULE VI-6
INITIAL RATES TO BE CHARGED AND APPLIED EFFECTIVE AS OF THE
OPERATIONAL COMMENCEMENT DATE

TO BE DETERMINED AFTER FOUNDING AGENCIES ARE KNOWN
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SCHEDULE XIlI-1
ASSET TRANSFER TERMS

THIS CALCULATION WILL BE UPDATED TO REFLECT: (1) FOUNDING
AGENCIES ONLY, (2) FIVE-YEAR AVERAGE MAXIMUM DAY DEMANDS AS OF
THE LAST FULL CALENDAR YEAR PRIOR TO THE EFFECTIVE DATE PER
SCHEDULE I-2B, AND (3) UPDATED BOOK VALUES OF WATER SUPPLY
FACILITIES AND PURCHASED CAPACITY UP TO THE OPERATIONAL
COMMENCEMENT DATE THEREFORE, AMOUNTS SHOWN ARE NOT FINAL.

Consideration for Transfer

The consideration to be paid to and from Founding Agencies for assets transferred to CIWW shall
be computed as of the Operational Commencement Date based on a financial model and
calculation as outlined below in Steps 1-6:
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Step 1: Determine Financial Investment by Founding Agency in Designated Water Supply

Facilities (Transferred Assets)

(a) Each Founding Agency with purchased capacity in DMWW?’s Core Network is credited
with the book value of its purchased capacity investment, after applying straight line

amortization.

(b) Each Water Producing Member Agency is credited with the book value of its Designated
Water Supply Facilities, after applying straight line depreciation, transferring to CIWW

as defined in Schedule 1V-6.

(c) The combination of a) and b) is each Founding Agency’s financial investment in the
Designated Water Supply Facilities.

Amortized Net

Net Book Value of Financial Investmentin

Book Value in Other Owned Designated Water

Founding Agency DMWW Assets Capacity Supply Facilities

DMWW $111,803,570 $111,803,570
Bondurant $948,750 $948,750
Clive $7,400,250 $7,400,250
Johnston S0 S0
Norwalk $1,149,281 $1,149,281
Warren Water District $1,866,680 $1,866,680
Xenia Rural Water District $1,826,810 $1,826,810
Altoona $1,092,500 $6,000,969 $7,093,469
Ankeny $8,521,500 $8,521,500
Grimes SO $8,194,000 $8,194,000
Polk City $526,125 SO $526,125
uwu $12,793,750 $12,793,750
Waukee $3,358,748 $3,358,748
WDMWW $6,381,350 $14,964,242 $21,345,592
TOTAL $157,669,313 $29,159,211 $186,828,524
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Step 2: Determine Total Owned Capacity by Founding Agency

a)
b)
c)

d)

Each Founding Agency with purchased capacity in DMWW?’s Core Network is credited
with the capacity purchased in MGD.

Each Water Producing Member Agency is credited with the capacity of its Designated
Water Supply Facilities transferring to CIWW as defined in Schedule 1V-6.

The combination of a) and b) is each Founding Agency’s Total Owned Capacity (MGD)
in the Designated Water Supply Facilities.
The aggregate Total Capacity of the Designated Water Supply Facilities is 136.5 MGD.

MGD Total

Capacity Other Owned

in Owned Capacity

Founding Agency DMWW  Capacity (MGD)
DMWW 64.81 64.81
Bondurant 1.20 1.20
Clive 6.98 6.98
Johnston 0.00 0.00
Norwalk 1.97 1.97
Warren Water District 3.25 3.25
Xenia Rural Water District 2.95 2.95
Altoona 1.00 4.0 5.00
Ankeny 8.28 8.28
Grimes 0.00 3.2 3.20
Polk City 0.60 0.3 0.90
uwu 15.30 15.30
Waukee 3.69 3.69
WDMWW 8.97 10.0 18.97
TOTAL 119.00 17.5 136.50
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Step 3: Determine Cost of Capacity Used by Founding Agency
a) Identify each Founding Agency’s Historic Maximum Day Utilization of Capacity, or its
five-year average Maximum Day Demand (MDD), as defined in Schedule 1-2B.
b) Calculate the weighted average cost of used capacity per MGD by Founding Agency
i. Determine the Book Value per MGD for each Water Producing Member.
Wholesale customers of DMWW who purchase 100% of their water supply from
DMWW are assigned DMWW’s Book Value per MGD. Book value per MGD is
summarized below:

Detail of Book Values

Capacity Levels and Costs
NBV MGD $/MGD
DWW /Others 5157 669,313 119.00 1,324952
Altoona 6,000,969 4.00 1,500,242
Grimes 3,194,000 320 2,560,625
Polk City 50 0.30 -
W DWW 514 964 242 10.00 1,496,424

ii.  Determine the percentage of capacity by source for each Water Producing
Member and Founding Agency.

Percentage of Capacity by Source

DMWW,/Others Altoona Grimes Polk City WDRWW Total
DMMW /Others 100%: 0% 0% 0% 0% 100%
Altoona 20% B0% 0% 0% 0% 100%
Grimes 0% 0% 100% 0% 0% 100%
Polk City B7% 0% 0% 33% 0% 100%
WDMWW 47% 0% 0% 0% 53% 100%
iii. Multiply the Book Value per MGD in step i. by the percentage of capacity source in
step ii. Weighted Average Cost of Capacity is summarized below:
Weighted Average Cost of Capacity
DMWW /Others Altoona Grimes Polk City WDRMWW Weighted Cost
DRWW /Others 1,324,952 - - - - 1,32495221
Altoona 264,990 1,200,194 - - - 1,465,184.24
Grimes - - 2,560,625 - - 2,560,625.00
Polk City 883,301 - - - - 383,301.47
WDMWW 626,506 - - - 788,837 1,415,343 35

¢) Multiply the Five-Year Average Maximum Day Demand in step a) by the weighted
average cost of capacity to determine the Total Cost of Used Capacity.
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Capacity Used

Weighted
Avg Cost per

Cost of Capacity

Founding (5 Yr Avg MDD) MGD Used

DMWW (42.42) $ 1,324,952 (56,199,967.91)
Bondurant (0.79) $ 1,324,952 (1,041,412.44)
Clive (3.93) $ 1,324,952 (5,209,712.09)
Johnston (4.84) S 1,324,952 (6,410,118.79)
Norwalk (1.75) S 1,324,952 (2,313,366.56)
Warren Water District (2.64) S 1,324,952 (3,492,574.03)
Xenia Rural Water District (3.32) $ 1,324,952 (4,401,491.24)
Altoona (4.40) $ 1,465,184 (6,440,949.93)
Ankeny (8.41) $ 1,324,952 (11,145,497.99)
Grimes (3.18) $ 2,560,625 (8,153,030.00)
Polk City (1.18) S 883,301 (1,045,828.94)
uwu (9.83) $ 1,324,952 (13,026,930.13)
Waukee (3.59) $ 1,324,952 (4,751,278.63)
WDMWW (14.35) $ 1,415,343 (20,304,515.68)
TOTAL (104.62) (143,936,674.36)
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Step 4: Determine the Book Value of Reserve Capacity by Founding Agency

a)

Net the Financial Investment in Designated Water Supply Facilities in Step 1 with the
Cost of Capacity Used in Step 3(c) to calculate the Book Value of Reserve Capacity.

Financial
Investmentin
Water Supply

Cost of

Book Value of

Facilities Capacity Used Reserve
Founding Agency (Step 1) (Step 3¢) Capacity
DMWW S 111,803,570 (S56,199,968)  S55,603,602
Bondurant $ 948,750 ($1,041,412) ($92,662)
Clive S 7,400,250 (S5,209,712) $2,190,538
Johnston S - ($6,410,119)  ($6,410,119)
Norwalk S 1,149,281 (S2,313,367) (S1,164,086)
Warren Water District S 1,866,680 ($3,492,574)  ($1,625,894)
Xenia Rural Water District S 1,826,810 ($4,401,491) (S2,574,681)
Altoona $ 7,093,469 ($6,440,950) $652,519
Ankeny $  8521,500 ($11,145,498)  ($2,623,998)
Grimes S 8,194,000 ($8,153,030) $40,970
Polk City $ 526,125 ($1,045,829) ($519,704)
Uuwu $ 12,793,750  ($13,026,930) ($233,180)
Waukee S 3,358,748 ($4,751,279)  ($1,392,531)
WDMWW S 21,345,592 (S20,304,516) $1,041,076
TOTAL S 186,828,525 (S143,936,674) $42,891,850
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Step 5. Assign Remaining Reserve Capacity

a) After capacities have been assigned to Founding Agencies, there remains 31.88 MGD in
system capacity that needs to be assigned to the Founding Agencies (136.5 MGD less
104.62 MGD assigned to Founding Agencies in Step 3).
Proportionately allocate the remaining Reserve Capacity of 31.88 MGD to the Founding
Agencies based on each Founding Agency’s pro rata share of projected regional growth

b)

through the year 2034.

Calculate the cost per MGD of reserve capacity ($42,891,850 in Step 4 divided by 31.88
MGD = $1,345,272 per MGD) and multiply this by each Founding Agency’s MGD
allocation of Reserve Capacity to determine each Founding Agency’s Value of

Additional Reserve Capacity.

Value of
Est. % of Allocation AddlI
Regional of Reserve Allocated
Growth Capacity AvgCostper Reserve
Founding Agency (MDD) (MGD) MGD Capacity
DMWW 9.0% (2.87) 51,345,272 (S$3,860,266)
Bondurant 4.1% (1.31) 51,345,272 ($1,758,566)
Clive 1.2% (0.38) 51,345,272 (S$514,702)
Johnston 4.7% (1.50) $1,345,272 ($2,015,917)
Norwalk 5.1% (1.63) $1,345,272 ($2,187,484)
Warren Water District 1.2% (0.38) S1,345,272 ($514,702)
Xenia Rural Water District 8.1% (2.58) $1,345,272  (S$3,474,240)
Altoona 8.0% (2.55) $1,345,272  (S$3,431,348)
Ankeny 18.0% (5.74) $1,345,272 ($7,720,533)
Grimes 10.6% (3.38) 51,345,272 ($4,546,536)
Polk City 1.3% (0.41) $1,345,272 ($557,594)
uwu 10.4% (3.32) $1,345,272  ($4,460,752)
Waukee 9.0% (2.87) $1,345,272  ($3,860,266)
WDMWW 9.3% (2.97) 51,345,272 ($3,988,942)
TOTAL 100.0% (31.88) (S42,891,850)
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Step 6: Determine Net Position by Founding Agency

Add the Book Value of Reserve Capacity in Step 4 with the dollar value of additional
allocated reserve capacity in Step 5 to determine the Net Position by Founding Agency.
The Net Position is the amount each Founding Agency pays or receives for the transfer
of assets. A positive Net Position reflects amounts owed to the Founding Agencies and a
negative Net Position reflects amounts owed from the Founding Agency.

Value of Addl
Book Value Allocated
of Reserve Reserve
Capacity Capacity
Founding Agency (Step 4) (Step 5) Net Position
DMWW $55,603,602 ($3,860,266) $51,743,336
Bondurant ($92,662) ($1,758,566) ($1,851,228)
Clive $2,190,538 ($514,702) $1,675,836
Johnston ($6,410,119) ($2,015,917) ($8,426,036)
Norwalk ($1,164,086) ($2,187,484) ($3,351,570)
Warren Water District ($1,625,894) ($514,702) ($2,140,596)
Xenia Rural Water District ($2,574,681) ($3,474,240) ($6,048,921)
Altoona $652,519  (S$3,431,348) ($2,778,829)
Ankeny ($2,623,998) ($7,720,533) ($10,344,531)
Grimes $40,970  ($4,546,536) ($4,505,566)
Polk City ($519,704) ($557,594) ($1,077,298)
uwu (S233,180) (S4,460,752) (S4,693,932)
Waukee ($1,392,531) ($3,860,266) ($5,252,797)
WDMWW $1,041,076  (S$3,988,942) (S$2,947,866)
TOTAL $42,891,850 (S42,891,850) SO

Sources of Funding

Each Founding Agency in a net deficit position shall be responsible to pay the amount owed to
CIWW using its own cash or financing. CIWW shall act as the disbursing agent for payments to
the Founding Agencies in net positive positions.

Timing of Funding

The net deficit position from any Founding Agency may be paid in a lump sum by the Operational
Commencement Date, or a Founding Agency may elect to pay according to a payment plan with
terms mutually acceptable to the Founding Agencies who are owed amounts.
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Construction in Progress

To the extent a Water Producing Member has paid for Construction In Progress, the asset shall
be considered in the asset transfer true-up calculation above. To the extent a Water Producing
Member has not paid for Construction In Progress, CIWW shall assume any outstanding debt
(e.g., State Revolving Fund loans) on the Construction In Progress.

Transfer Terms

Assets shall be transferred “as is” and in place without representation or warranty, except a
warranty of good title and authority to transfer.

Title to Be Transferred

The assets to be transferred and any related interest in each asset shall be as set forth in Schedule
IV-6. Except as otherwise noted fee title in real estate shall be retained by each transferring party
subject to the easement, lease or other title interest granted.

Other Terms

The transfer shall become effective on the Operational Commencement Date selected by CIWW
within five years of the Effective Date by exchange of funds and deeds, leases, assignment,
easements or other transfer documents in form and substance acceptable to counsel for CIWW
and each of the transferring parties and approved as part of this Agreement. No title insurance or
title guaranty shall be required.
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SCHEDULE XIV-2
INITIAL ADMINISTRATIVE SUPPORT SERVICES AND COMPENSATION

In lieu of hiring full- or part-time staff to provide administrative functions to CIWW, the CIWW
Board may at any time, in its sole discretion, contract with an independent third party contractor
or one or more Member Agencies to provide administrative support services including but not
limited to: meter reading and meter reading administration; preparing monthly wholesale billing
statements for Member Agencies; facilitating meetings and providing administrative support,
including scheduling meetings, preparing and compiling agendas, minutes, and other materials
for the CIWW Board and other meetings; creating presentations; processing payroll and
administering employee benefits for CIWW employees; performing accounts payable functions,
including maintaining vendor files, processing vendor invoices, interacting with vendors as
necessary, and other related functions; purchasing functions, including sourcing vendors and
negotiating competitive quotes and sealed bids for materials and services, and providing inventory
and warehousing functions; maintaining accounting records and preparing monthly financial
statements and management reports as requested by the Board; other administrative services as
requested and agreed upon by the parties.

If a Member Agency provides such services, the compensation for services shall be based on
actual labor rates loaded with a reasonable factor for employee benefits and overhead costs to
capture reasonable and appropriate ancillary costs such as occupancy, depreciation, corporate
insurance, and other similar costs that would be incurred by an independent third party contractor
and included in pricing of services; plus any out-of-pocket expenses including, materials and
supplies, travel, mileage and other similar costs. A service contract shall be executed to document
the agreement between the parties.
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SCHEDULE X1V-3
THIRD PARTY FINANCIAL ADVISOR SCOPE

CIWW intends to hire one or more qualified professionals as third party financial advisor(s) to
provide strategic financial planning and advisory services including but not limited to: facilitate
CIWW long-range financing strategy, particularly with respect to its capital improvement
program; facilitate an annual budget; complete an annual Cost of Service study and make rate
recommendations to the CIWW board; evaluate bond markets, make recommendations, and
oversee all aspects of debt management policy and bond issuances or alternative financing,
including analyses of financing alternatives, evaluations of underwriter and bond counsel
proposals, and oversee financing structure including pricing, maturity schedules, bond
covenants, ratings and rating agency presentations; oversee investments of bond reserve and
operating reserve funds; oversee a corporate insurance program; maintain accounting records
and prepare monthly financial statements and management reports as requested by the Board,;
facilitate the annual audit; work with Member Agency subject matter experts to prepare demand
and population projections as needed for capital projections; confer, consult, and coordinate
with financial staff of Water Producing Member Agencies and other contractors of CIWW to
obtain and compile necessary financial information to conduct business for CIWW or
communicate information to Member Agencies and other stakeholders; make presentations to
and attend CIWW or Member Agency Board meetings as needed; provide other financial
services as requested.
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SCHEDULE XV-2
BUDGET AND CAPITAL PLANS
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SCHEDULE XVII
INITIAL ANTICIPATED CAPITAL PROJECTS

To be Inserted
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SCHEDULE XIX-1
WATER SHORTAGE PLAN

The Water Shortage Plan below is adopted by CIWW effective as of the Operational
Commencement Date. Such Water Shortage Plan may be amended by Board action at any
time

A. INTRODUCTION

This plan will apply to all CIWW Member Agencies and shall be implemented by each
Member Agency with its customers.

The intent of the CIWW Water Shortage Plan is to manage system demand so customers do
not experience pressure, quality, or availability issues during periods of extreme water
demand or during other times when water availability may be limited due to other events,
such as raw water shortage, water quality events, or mechanical failures.

The goal at each stage in the plan is to reduce CIWW system demands to 85% or less of the
“Current Capacity” of CIWW to produce safe drinking water, as defined in this plan.

The premise of Stage I is that reducing lawn watering is the most effective way to reduce
demand without undue hardship during periods when lawn watering is a significant source
of demand. Stage | may be skipped if a water shortage occurs during a time of year when
lawn watering demand is not significant.

The premise of Stage Il is that particularly high demand may occur when heavy lawn
watering events occur. Stage Il may be skipped if a water shortage occurs during a time of
year when lawn watering is not significant.

The premise of Stage Il is that lawn watering comprises the most readily curtailed use
during water shortage events. Stage |11 may be skipped if a water shortage occurs during a
time of year when lawn watering demand is not significant.

Limiting consumption to a representative average of off-peak months, plus or minus a small
allowance, will result in a significant demand reduction compared to peak consumption.
This is the premise of Stage IV.

The stages of this plan are not necessarily consecutive. When a water shortage occurs the
stage deemed most appropriate for the conditions will be implemented.

B. CURRENT CAPACITY TO PRODUCT SAFE DRINKING WATER AND
EXPECTED PEAK DEMAND

1. Current Capacity. The current capacity to produce safe drinking water on any day is
referred to “Current Capacity” or C Total. Current Capacity is defined as the amount of
water CIWW can deliver on any day taking into consideration raw water availability and
quality, seasonal treatment efficacy, and any mechanical or operational issues on that
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given day. The number will vary seasonally and may vary day to day depending on
specific water quality and operational conditions. Current Capacity is computed as the
sum of the daily capacities of the individual CIWW source treatment plants and may be
expressed in the following formula:

C total = C Fleur + C mMcMmutlen + C Saylorville + C womww + C PoIkCity+C Altoona + Carimes +
any new plant capacity

Current Capacity will be evaluated on a daily basis when there is potential for a water
shortage. Producers responsible for CIWW water production will perform the daily
evaluation and report the Current Capacity in Million Gallons per Day.

Expected Peak Demand. “Expected Peak Demand” is defined as the peak daily demand
that is expected by CIWW without implementation of water shortage measures under
this plan.

. PLAN STAGE I: VOLUNTARY 25% REDUCTION IN LAWN WATERING

. Trigger. During a period of substantial lawn watering demand, when Expected Peak
Demand reaches 90% of Current Capacity or system demand is generating a high
number of areas with low pressure, or there are other indications that without wise usage
of water, a shortage could occur.

. Anticipated Impact. It is anticipated that Stage | will most likely be triggered during
peak lawn watering season. In a typical year lawn watering can account for as much as
40% of demand on a peak day. If this is the case, a 25% reduction in lawn watering will
result in a 10% reduction in total demand.

. Goal. A 10% reduction in CIWW system demands as compared to Expected Peak
Demand.

. Actions.

(@) Request a metro wide 25% reduction in lawn watering.

(b) Encourage customers to optimize their lawn watering systems so water is not
directed onto impervious surfaces and lawns are not overwatered.

(c) Continued reinforcement that customers water on alternate days and excluding
Mondays (historically a peak demand day), by a system under which even
numbered addresses water only on Wednesday, Friday and Sunday, and odd-
numbered addresses water only on Tuesday, Thursday, and Saturday.

(d) Suspend all hydrant flushing programs except for water quality purposes.

(e) Request that City officials minimize high water use activities such as street
sweeping and watering golf course fairways.
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(f) Coordinate with Member Agencies to ensure they are relaying the same message.

. Enforcement. There will be no enforcement at this stage.

. STAGE II: VOLUNTARY 50% REDUCTION IN LAWN WATERING

. Trigger. During a period of substantial lawn watering demand, after Stage | has been
implemented and failed to achieve an adequate reduction in consumption, when
Expected Peak Demand exceeds 90% of Current Capacity, or system demand continues
to generate areas of low pressure, or there are other indications that without further
reductions in demand, a shortage could occur.

. Anticipated Impact. It is anticipated that Stage Il will most likely be triggered during the
peak outdoor water use season. In a typical year, lawn watering can account for as much
as 40% of demand on a peak day. If this is the case, a 50% reduction in lawn watering
will result in 20% reduction in total demand.

. Goal. A 20% reduction in system demands as compared to Expected Peak Demand.

. Actions. Request customers further reduce water consumption by taking the following
measures in addition to those implemented in Stage I:
(a) Request a metro wide 50% reduction in outdoor water use.
(b) Remind customers to optimize their lawn watering systems so water is not
directed onto impervious surfaces and turf is not overwatered.
(c) Reinforce the recommendation for customers to irrigate on alternate days and
excluding Mondays.
(d) Encourage wise use of water during outdoor activities including washing cars,
playing in the sprinkler, playing with water toys, and filling swimming pools.
(e) Encourage wise use of water indoors including identifying and repairing leaking
fixtures, washing only full loads in dishwashers and washing machines, shorter
showers, etc.
(F) Coordinate with Member Agencies to ensure they are relaying the same message.
(9) Request that public agencies (City, County, or State) set an example by: Closing
recreational facilities with known water inefficiencies and suspend the operation
of decorative fountains.

. Enforcement. There will be no enforcement at this stage.

. STAGE I1I: LAWN WATERING PROHIBITED AND NO USE OF AUTOMATIC

LAWN WATERING SYSTEMS

1. Trigger. During a period of substantial lawn watering demand, after Stage | and
Stage Il have been implemented and failed to achieve an adequate reduction in
consumption, when Expected Peak Demand exceeds 90% of Current Capacity, or
system demand continues to generate areas of low pressure, or there are other
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indications that without further reductions in demand, a shortage could occur.

2. Anticipated Impact. It is anticipated that Stage 111 will most likely be triggered
during peak lawn watering season. In a typical year, lawn watering can account for
as much as 40% of demand on a peak day. If this is the case, prohibiting lawn
watering will result in 40% reduction in total demand.

3. Goal. A 40% reduction in system demands as compared to Expected Peak Demand.

4. Actions. Require members to further reduce water consumption by suspending all

lawn watering and the use of all automatic lawn watering systems of their customers.

This reduction is in addition to all steps implemented in Stage | and Stage Il. The
requirement for placing new sod should be suspended until Stage I11 is lifted.

5. Enforcement. Customers observed by CIWW or Member Agencies watering their
lawn in violation of this policy will be notified. If lawn watering is not suspended
within 48 hours, water service will be terminated by the Member Agency and any
published fees will apply. Water service will be restored only upon receipt of an
undertaking by the customer that the customer understands and will comply with the
mandatory conservation measures. Any subsequent violation will result in further
termination of service. In addition, the use of water for lawn watering in violation of
this plan shall be deemed an unauthorized use of water and Charges for the

Unauthorized Use of Water/Metering Tampering shall apply and must be paid before

water service will be restored.

. STAGE IV: WATER RATIONING

. Trigger. During periods of substantial lawn watering demand, or other potential shortage

after Stage I, Stage 11, and Stage 11l have been implemented and failed to achieve an
adequate reduction in consumption, when Expected Peak Demand exceeds 90% of
Current Capacity, or system demand is generating a high number of areas with low
pressure, limited source water supply, or there are other indications that without wise
usage of water, a shortage could occur. Stage 1V may also be invoked, without resort to
Stages | through 11, if Expected Peak Demand for any reason and/or limited source
water supply cannot be addressed by the measures contemplated by Stages | through I11.

. Anticipated Impact. It is anticipated that Stage IV will only be triggered in the event of a

significant and severe water shortage, or other event, which severely reduces capacity
relative to demand. In this case a reduction in demand to the lowest level which will
meet public health and safety standards will be sought.

. Goal. A reduction in system demands as compared to Expected Peak Demand sufficient
to allow the CIWW to meet public health and safety standards.
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4. Actions. Water rationing measures will be required to be implemented by all Member
Agencies and enforced by application of an Emergency Water Shortage Rate. In order to
implement such a demand, Member Agencies in consultation with the CIWW Technical
Committee shall set a target level for demand consistent with its Current Capacity and
shall use such target to establish a “Rationed Demand” as defined in this Plan. All
Member Agencies will be responsible for asking their customers to reduce their
consumption to a level to meet the “Stage IV Rationed Demand”. Member Agencies
will be expected to initiate efforts to reduce consumption above such level and will be
charged at the Emergency Water Shortage Rate intended to strongly discourage
consumption above such level.

5. Enforcement. “Stage IV Rationed Demand” means for cach Member Agency will be
responsible for implementing measures to ensure this Rationed Demand is not exceeded.
Should the “Stage IV Rationed Demand” be exceeded, the Member Agency will be
subject to an Emergency Water Shortage Rate which will be equal to 10 times the
established variable rate for any amount in excess of the Rationed Demand.
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SCHEDULE XXI1-3

MANDATORY EXIT PAYMENTS FOR VOLUNTARY TERMINATION OF
AGREEMENT

Termination of membership pursuant to Article XXII introduces a situation where CIWW costs
previously paid by the departing Member Agency must then be absorbed by all remaining
members. All else being equal, the termination causes the average cost per unit of service to
increase for all remaining members, resulting in higher rates. While some CIWW costs may be
avoidable — such as variable operating costs — many other costs are either unavoidable in the short
term — such as many fixed operating costs — or totally unavoidable as in the case of the capital
costs of assets placed into service to meet, in part, the demand requirements of the departing
Member Agency. The unavoidable costs left behind by departing Member Agencies are
commonly referred to as “stranded costs.”

Member Agencies shall pay the Mandatory Exit Payment as means of reducing but not
eliminating the burden of stranded costs on the remaining Member Agencies. The Mandatory EXit
Payment includes three components to be determined by the Board based on the following
procedures, and is due and payable within 30 days of termination:

Step 1: Determine Stranded Base Costs

Departing Member Agencies will pay for five (5) years’ worth of their estimated fixed Base Costs.
The eligible costs shall be the Base Costs calculated pursuant to Schedule VI-2 less the variable
operating and maintenance costs for the fiscal year preceding the termination date.

Divide the resulting eligible Base Costs by the total water deliveries made by CIWW in the fiscal
year preceding the termination to determine the cost per unit of volume. Multiply the unit cost by
the departing Member Agency’s annual water delivery for the same fiscal year and multiply the
result by five (5) to arrive at the Stranded Base Costs.

Step 2: Determine the Member Agency’s Stranded Extra-Capacity Costs
Departing Member Agencies will pay ten years’ worth of their estimated Extra-Capacity Costs.

Total eligible Extra-Capacity Costs shall be calculated pursuant to Schedule VI-2 for the fiscal
year preceding the termination date. Divide the eligible Extra-Capacity Costs by the Max Day
Demand for the CIWW system for the same fiscal year, multiply the result by the Max Day
Demand of the departing Member Agency, and then multiply by ten (10) to arrive at the Stranded
Extra-Capacity Cost.

Step 3: Determine the Member Agency’s Stranded Member Agency Specific Expansion
Costs.

Departing Member Agencies will pay 100% of the remaining debt together with any cash-funding
obligations related to their Member Agency Specific Expansion Costs as determined pursuant to
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Schedule VI-2.

The CIWW Board will determine the remaining debt obligation for the departing Member Agency
based on that Member Agency’s total allocation of Growth Capital as of the end of the fiscal year
prior to the termination. To the extent the Member Agency was also required to make periodic
cash contributions to fund the Growth Capital, then the sum of those remaining commitments will
be added to the remaining debt obligation.
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