ATTACHMENT __

AGREEMENT BETWEEN THE CITY OF CLE ELUM AND
THE PROJECT SPONSOR FOR THE
MITIGATION OF WATER SYSTEM IMPACTS
ASSOCIATED WITH THE BULLFROG UGA DEVELOPMENT
DATED XXX

This Bullfrog Flats UGA Water System Impacts and Mitigation Agreement (“Agreement”) is
entered into by and between the City of Cle Elum, a Washington municipal corporation (“City”),
and Bullfrog Flats LL.C, a Washington limited liability company (‘“Bullfrog Flats” or “Project
Sponsor”), effective as (insert date) (“Effective Date”). This Agreement is
intended as an amendment to and incorporated into a development agreement approved by the City
in 2002 titled the “Development Agreement By and Between the City of Cle Elum, Trendwest
Investments, Inc. and Trendwest Properties, Inc., Relating to the Development of Real Property
Located within the Cle Elum Urban Growth Area, Commonly Known as the Bullfrog UGA dated
October 30, 2002, (“2002 Development Agreement”).

RECITALS

A. On October 30, 2002, the City and Bullfrog Flats’ predecessor in interest, Trendwest
Properties, Inc., and Trendwest Investments, Inc., entered into the 2002 Development
Agreement, including conditions of approval authorizing development of property known as
the “Bullfrog UGA” (the “Project”). The 2002 Development Agreement term was
subsequently extended by the City and currently expires on October 30, 2027. The rights and
obligations relating to development of the Bullfrog UGA contained in the 2002 Development
Agreement were subsequently transferred from Trendwest to Sun 47 North. Sun 47 North and
Bullfrog Flats have entered into an agreement for The Project Sponsor to purchase the Bullfrog
UGA property from Sun 47 North, dependent on the outcome of the City’s decisions on
Bullfrog Flats’ applications for the Bullfrog UGA and request to extend the 2002 Development
Agreement. Upon such transfer of the Bullfrog UGA property from Sun 47 North to Bullfrog
Flats, Bullfrog Flats is desirous of stepping into all of the outstanding obligations of the 2002
Development Agreement that are currently the responsibility of Sun 47 North.

B. On September 19, 2024, the City issued a Notice of Complete Applications for the Project
Sponsor’s applications for a Master Plat, a Boundary Line Adjustment, Preliminary Plats for
three phases (parcels Phase S-1, Phase S-2 and Phase J) of the Bullfrog UGA development
originally approved in the 2002 Development Agreement, a Request to Assign the 2002
Development Agreement to Bullfrog Flats, and a Request to Extend the 2002 Development
Agreement term until 2037, (the “Applications”). Bullfrog Flats’ stated intent is to pursue
development of the Bullfrog UGA property consistent with the existing 2002 Development
Agreement.

C. Under a previously executed Water Supply System Project Development Agreement dated
June 19, 2001, by and among the City of Cle Elum, the Town of South Cle Elum, and
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Trendwest (the “Water Supply DA”), New Suncadia, LLC, Trendwest’s immediate
successor-in-interest, was responsible for paying a share of the cost of new regional water
supply system (“Water System”) improvements proportionate to the extent the new Water
System was necessary to serve the Suncadia Master Planned Resort (“MPR”) Property and
Bullfrog UGA property, as well as all costs necessary to transport water to the Bullfrog UGA

property.

D. All of Trendwest’s obligations under the Water Supply DA have been satisfied, noting the
Water Supply DA included provisions for providing an additional two (2) million gallons per
day (MGD) of capacity in the future as necessary.

E. The June 19, 2001 Agreement Relating to Water Supply for The Bullfrog Flats UGA governs
transfer of water rights necessary to serve the property, which has not yet occurred. Under this
agreement, the City agreed, among other things and subject to certain conditions, to supply
water to the UGA Property. The Project Sponsor may transfer the water rights to the City in
phases, and shall convey the rights, title and interest to these rights by one or more Statutory
Warranty Deeds. If transferred in phases, the transferred water right shall be sufficient for the
associated phase demands, including Qi, instantaneous flow rate (maximum peak hour rate)
and Qa, annual volume.

F. Potential impacts to the City’s water system resulting from the construction of the proposed
Project were previously analyzed as part of the City’s Final Environmental Impact Statement
issued on March 18, 2002 (“2002 UGA FEIS”), the Final Supplemental Environmental
Impact Statement issued on April 16, 2021, and the Supplemental Environmental Impact
Statement Addendum thereto issued on March 9, 2023. As part of its review of Bullfrog Flats’
Applications, the City has issued an Addendum to the 2002 UGA FEIS (“2025 Addendum”).
The 2025 Addendum includes a Water System Analysis memorandum that evaluates the
City’s current water system capacity and ability to serve the Project, applying current
Department of Health standards and regulations and consistent with the City’s final draft of
its Water System Plan. Collectively, these documents constitute the “Environmental
Documents”.

G. The City has determined that construction of the Project would require construction of a new
reservoir in Pressure Zone 3 (“New Reservoir”), an additional filter train with two million
gallons per day (MGD) of capacity (“Filter Train”), and Pressure Zone 3 water pump in the
existing Water System treatment plant (“Zone 3 Water Pump”) (each, a “Water System
Improvement” and, collectively, the “Water System Improvements’). The Zone 3 Water
Pump is required now to serve any development within Pressure Zone 3, while the New
Reservoir and Filter Train will be required to serve future phases of the Bullfrog UGA
development.

H. The total estimated cost for designing and constructing all of the Water System Improvements
based on Year 2024 cost estimates (including fifteen percent for design engineering, fifteen
percent for construction engineering and construction administration, plus twenty percent
contingency funding) is $9,709,000.
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L.

Bullfrog Flats’ predecessor in interest, Sun Communities, LLC (“Sun”), acquired from their
predecessor in interest a beneficial interest in a Water Tank Easement Agreement recorded
under Kittitas County Auditor’s File No. 202112100039 (the “Water Tank Easement
Agreement”) for the construction of the New Reservoir required as a part of the Water System
Improvements, valued at approximately $500,000 (the “Water Tank Easement Cost”).!
Bullfrog Flats obtained the Water Tank Easement Agreement as a successor in interest to Sun.
As discussed below, the parties contemplate that Bullfrog Flats will assign to the City its rights
in the Water Tank Easement Agreement as part of this Plan.

The City has identified two methodologies for satisfying the Project Sponsor’ obligations to
pay its fair share of the Water System Improvements: Average Day Demand (“ADD”) or
Maximum Day Demand (“MDD”).

The City concludes that the actual total cost of designing and constructing all of the Water
System Improvements (the “Water System Improvements Cost") should be apportioned
using the MDD methodology, due to maximum day demands triggering the improvements.

Under the MDD method, based on Year 2024 cost estimates (including fifteen percent for
design engineering, fifteen percent for construction engineering and construction
administration, plus twenty percent contingency funding), the total cost for the Water System
Improvements is $9,709,000.

. Because the City owns, operates, and has familiarity with the Water System, the parties desire

for the City to complete the construction of the Water System Improvements. Because the Zone
3 Water Pump is required now to serve the first phase of the Project and the parties wished to
advance the design and construction of that improvement, the parties entered into a Cost
Reimbursement Agreement executed December 11, 2024, which governs the payment of that
improvement. The parties further intend to use reasonable best efforts to seek public funds or
pursue other available legal mechanisms to reimburse the Project Sponsor for any additional
contributions above the Project Sponsor’ Proportionate Share, as described in the Agreement
section below.

For the New Reservoir and Filter Train, the Project Sponsor desires, with the City’s
concurrence, to fund a “Water System Account” to pay Project Sponsor’ Proportionate Share
of those improvements, as well as any additional contributions above The Project Sponsor’
Proportionate Share for those improvements (the “Additional Water System Account
Contribution”). The parties further intend to use reasonable best efforts to seek public funds
or pursue other available legal mechanisms to fund the Water System Improvements or to
reimburse the Project Sponsor for any Additional Water System Account Contributions made
by the Project Sponsor as described in the Agreement section below.

NOW, THEREFORE, The Project Sponsor and the City agree as follows:

AGREEMENT

! See Water Tank Easement Agreement at § 6.
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1. Payment of Zone 3 Water Pump. Because the Zone 3 Water Pump is required now to serve
the first phase of the Project and the parties wished to advance the design and construction of
that improvement, the parties entered into a Cost Reimbursement Agreement executed
December 11, 2024, which governs the payment of that improvement. Payment of the Zone
3 Water Pump shall not be governed by Sections __ to ___ [addressing payment] of this
Agreement. All other Sections and terms of this Agreement shall apply to the Zone 3 Water
Pump, including but not limited to the terms regarding potential legal mechanisms for
reimbursement for any additional contributions above Project Sponsor’ Proportionate Share
for this improvement.

[Additional terms addressing funding of Water System Improvements pending]

Signatures:

Bullfrog Flats LLC

City of Cle Elum
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