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ORDINANCE

WHERLEAS, in accordance with the provisions of Article V11, Section 6(a) of the Constitution of
the State of Hlinois (the “State Constitution™), the City of Chicago (the “City™) as a home rule unit of
government may cxercise any power and perform any function relating to its government and affairs;
and

WHFREAS, the City of Joliet, Illinois (“Joliet”) is a municipal corporation and home rule unit of
government under Article VII, Section 6(a) of the State Constitution; and

WHEREAS, the City Council of the City (the “*City Council™) has determinced that it is in the best
interests of the City for the City to supply Lake Michigan water to Joliet pursuant to a water supply
agrcement for the provision of Lake Michigan water from the City's water system to Joliet to be
negotiated and entered into between the City and Joliet (the “Water Supply Agreement™); and

WHEREAS, the City and Jolict have engaged in negotiations and come to a preliminary
understanding with respect to certain terms of the Water Supply Agreement, as stated in that certain form
of Preliminary Agreement with Respect to.the Anticipated Water Supply Agreement Between the City
of Chicago and the City of Jolict (the “Original Preliminary Agreement™) attached as Exhibit A to the
Original Ordinance (as defined herein); and

WHEREAS, as an exercise of its home rule power under Article VII, Section 6(a) of the State
Constitution, the City authorized and approved the Original Preliminary Agrecement in substantially the
form attached as Exhibit A to an ordinancc adopted by the City Council on December 16, 2020 (the
“Original Ordinance™); and

WHEREAS, since the date of the adoption of the Original Ordinance by the City Council, the City
and Jolict have cngaged in further discussions with respect to the terms to be included in the Water
Supply Agreement; and

WHEREAS, the City and Joliet have found it nccessary to revise the Original Preliminary
Agreement to add and modify certain provisions of the Original Preliminary Agreement (the “Revised
Preliminary Agreement™), including but not limited to provisions relating to the water rate structure and
the term of the Water Supply Agreement; and

WHEREAS. said form of Revised Preliminary Agreement is attached hereto and incorporated
heren as Exhibit B; and )

WHEREAS, the City Council hereby determines that Jolict’s purchase of water from the City, and
the City’s salc of water to Joliet including the City and Joliet’s negotiating and cntering into the Revised
Preliminary Agreement is a function pertaining to the City’s government and affairs; and

WHEREAS, the City Council has determined that it is in the best interests of the City to amend the
Origmal Ordmance by deleting the form Original Preliminary Agreement attached thereto as Exhibit A
to the Original Ordinance in its entirety and replacing said Original Preliminary Agreement with the
Revised Prelimmary Agreement with Jotict attached hereto as Exhibit B: and

WHIEREAS. the City Council has determined that it is in the best mterests of the City to enter into
the agreement withJoliet in substantially the form of the Revised Prehminary Agreement attached hercto
as Exhubit B and



WHEREAS, the City is committed to promoting transparency and increased collaboration in
relation to the City’s supplying of City water to Purchasers, as defined in Section 3-80-020 of the
Municipal Code of Chicago (the “Municipal Code™), located outside of the corporate limits of the City
(the “Wholesale Water Customers™), as well as deepening the City’s cooperation and collaboration by
exploring the tuture possibility of a collaboration with Wholesale Water Customers in the northeastern
region of the State of Tllinois; and

WHERFAS, the City Council has determined that it is necessary and in the best interests of the
City 10 demonstrate its aforementioned commitment by endorsing the establishment by the City’s
Commissioner of Water Management (the “Commissioner™) of a working group composed of employce
representatives of the City, Jolict and other municipalitics and entities that are or are under contract to
become Wholesale Water Customers of the City (the “Advisory Council™); now, therefore,

BEIT ORDAINEDBY THE CITY COUNCIL OF THE CITY OF CHICAGO:

SECTION . Incorporation of recitals; definitions. The above recitals are expressly incorporated
in and made a part of this ordinance as though fully sct forth herein. All terms not otherwise defined
herein shall have the meanings set forth in the Original Ordinance.

SECTION 2. Power and Authority of City Council. This ordinance is an exercise of the City’s
home rule power under Article VI, Section 6(a) of the State Constitution.

SECTION 3. Establishment of Advisory Council. The City Council hereby endorses the
establishment by the Commissioner of the Advisory Council to be consistent with the concepts and
principles (i) as contained in the provisions of Section 17 and Attachment A of the Revised Preliminary
Agreement attached hereto as Exhibit B, and (ii) as provided in Exhibit A attached hereto and
incorporated herein.

SECTION 4. Amendment of Original Ordinance.

(a) The Original Ordinance is hereby amendcd by dclcting in its entirety the form ot Original
Preliminary Agreement attached thereto as Exhibit A and replacing it with the form of Revised
Preliminary Agreement attached hereto as Exhibit B. -

(b) All references in the Original Ordinance to the “Ordinance” shall be deemed to refer to
the Original Ordinance as amended by this ordinance. All references in the Original Ordinance to the
“Pre-Agreement” shall be deemed to refer to the Revised Preliminary Agreement.

(c) Except as amended by this ordinance, the Original Ordinance shall continue in full force
and cffect.

SECTION 5. Further Authorizations. The Commissioner is hereby authorized totake all actions
necessary and enter into and execute any other documents or agreements nccessary to effect the
provisions of this ordinance.

SECTION 6. Severability; Effective Date. To the extent that any ordinance. resolution, rule, order
or provision of the Municipal Code or part thereot is m contlict with the provisions of this ordinance.
the provisions ot this ordinance shall be controlling. [fany scction, paragraph. clause or provision of
this ordinance shall be held invalid, the mvahdity of such section, paragraph. clause or provision shall
not altect any ol the other provisions of this ordinance. No provision of the Municipal Code or violation
of any provision of the Municipal Code shall be deemed to render vordable at the option ot the City any
document, insttument or agreement authorized under this ordinance or 1o impair the vahdity of this



ordinance or the instruments authorized by this ordinance: provided, further, that the foregoing shall not
be deemed to atfect the availability of any other remedy or penalty for any violation of any provision of’
the Municipal Code. This ordinance shall be effcctive as of the date of its passage and approval.
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Exhibit A

ADVISORY COUNCIL

The Advisory Council’s functions include the following:

1. Review on an annual basis, the capital improvement program of the City water system
and inform the Wholesale Water Customers about scheduled capital improvements, routine operation
and maintenance that may, in part, impact Wholesale Water Customers;

2. Penodically review and evaluate the rates, rate methodology. and performance of the City
water system based on the information fumished by the City, and discuss issues related to rate sctting
methodology, the status of any rate adjustments, and the inputs and assumptions required for the annual
cost of service study for Wholesale Water Customers;

3. Review and provide input on the budget components for the City water system in.
conncction with the City’s annual budgcet process:

4. Collaboratc regaf_ding matters affecting the water industry and customers of the City
water system and supply of water in the northeastern Illinois region, including development and
implementation of water policy as well as public information and education;

5. Encourage continucd and ongoing day-to-day communications between operators of the
City water system and operators of the Wholesale Water Customers’ water systems;

6. Review Lake Michigan water use rcquircments, non-revenuc water reduction, and the
impact of potential future wholesale and other large quantity customers on the City water system;

7. Provide input regarding the quality and source of raw Lake Michigan water as well as
treated Lake Michigan water provided by the City to the Wholesale Water Customers;

8. Provide input to the City to develop appropriate methods for, and to improve, operational
coordination in thc operation of the City water system as it delivers Lake Michigan water to the
Wholesale Water Customers;

9. Review, discuss and communicate regarding potential and actual events that may result
in planncd curtailment or planned shut-downs of, or other impacts on, the Lake Michigan water supply;

10. While acknowledging that the City is subject to applicable provisions under the
Municipal Code and other procurement rules and regulations, suggest, review and provide input to the
City on cost effectiveness and cost control initiatives in contractual scrvices, commodities and services
provided by the City directly related to the City’s provision of Lake Michigan water to Wholesale Water
Customers where the City provides support and services to the City’s Department of Water Management;

I Review and communicate regarding changes or adjustments to the City water rates and
rate methodology for Lake Michigan water;

12. Review and discuss operational cost cttectiveness and efticiencies affecting water rates:



- . . - Syye . . [ .

13.  Conductareview of the billing procedures, schedules and invoices Itom the City 1o the
Wholesale Water Customers who are members of the Advisory Council, and any changes or adjustments
10 the rate; and

14. Review the City’s debt schedules and financing plans pertaining to the Cily water system,
as well as any costs allocated to the Wholesale Water Customers.

(93}



Exhibit B

PRELIMINARY AGREEMENT WITHRESPECT TO AN
ANTICIPATED WATER SUPPLY AGREEMENT
BETWEEN THE CITY OF CHICAGO AND THE CITY OF JOLIET

This Preliminary Agreement With Respect to an Anticipated Water Supply Agreement Between
the City ol Chicago and the City of Jolict (“Agreement™) is made and entered into by and between the
City of Chicago ("Chicago™), a municipal corporation and home rule unit of government under Article
V11, Section 6(a) of the 1970 Constitution (“Hlinois Constitution™) of the Statc of Hlinois (“"State™). by
and through its Department of Water Management (*“DWM?™), and the City of Johiet (“Joliet™), a
municipal corporation and home rule unit of government under Article VI, Section 6(a) of the linois
Constitution. Together Chicago and Joliet shall be referred to as the “Partics™, and at times, individually
a “Party”. The Agrcement is authorized by an ordinance adopted by the City Council of the City of
Chicago (“Chicago City Council™) on February _, 2021, and by an ordinance adopted by the City
Council of the City of Jotiet (“Joliet City Council”) on , 2021.

RECITALS

WHEREAS. in 2019 Joliet issued a Request for Information (“RF1”) for the purpose of
identifying possible available alternate water supply sources and providers. Jolict has been investigating
a varicty of alternative sources of water supply for its residents and businesses; and

WHEREAS, Chicago is the owner and operator of waterworks providing intake, treatment and
distribution of Lakc Michigan water (“Water”) to customers (“Chicago Water System™); and

WHEREAS, on August 22, 2019, Chicago filed its Notice of Intent and provided Joliet with
options for the provision of Water from the Chicago Water System to Joliet; and

WHEREAS, Joliet has engaged a team of consultants (“Consulting Team™) to assist in analyzing
the two altematives for a source of Water supply designated by the Jolict City Council, and to prepare
and present a report and recommendations to the Joliet City Council on the two altematives; and

WHEREAS. Chicago and Joliet have bcen engaged in continuing and ongoing discussions
regarding the possibility of establishing the New Water Supply Infrastructure (as detined in Section 2)
in preliminary concept plans and designs for Chicago to supply Water to Jolict (“Preliminary Concept
Plan™); and

WHEREAS, the Preliminary Concept Plan currently anticipates the construction of New Water
Supply Infrastructure, some of which will be on the Southwest Pumping Station site, located at 8422
South Kedvale Avenue. in Chicago, Hiinois (“Southwest Pumping Station Site™). The New Water Supply
Infrastructurc may include, but not be limited to the Project Elements (as defined in Section 2); and

WHEREAS. the Preliminary Concept Plan also currently anticipates the construction ot the
Suction Well as an underground tank on land which is part of Durkin Park, a public park owned by the
Chicago Park District, which is located at 8445 South Kolin Avenue, Chicago, Hlinois (*Durkin Site™),

Just west of the Southwest Pumping Station: and

WHEREAS. Chicago has entered mto discussions with the Chicago Park District to obtain the
necessary titde 1o, and other interests i land ol the Durkin Sute from the Chicago Park District: and

WHERFEAS. as part of the negotiations between the Parties relating to entering mto the Water
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Supply Agreement, the Parties have reached an understanding regarding certain key terms that would
provide a basis for an ongoing, long-term agreement between Chicago and Joliet that would facilitate
the provision of a new, safe. clean and reliable source of Water supply to Jolict, which the Partics
curently intend to occur not later than January |, 2030 (“Targeted Water Delivery Date™), subject to
execution of a Water Supply Agrcecment between the Parties and which shall include establishing a
mutually agreed-upon Planning, Design and Construction Coordination Plan (defined herein); and

WHEREAS, the Consulting Team presented its analysis of the two Water altematives to the
Joliet City Council in November 2020, and the Joliet City Council anticipates completing its review and
analysis to determine which altemative Jolict will pursue soon thercatter; and

- WHEREAS, Jolict has requested that Chicago approve this Agreement to demonstrate its
commitment to being the Water supplicr for the City of Joliet and enter into a long-ternm agreement to
provide Water supply on the proposed terms and conditions included in this Agrecment; and

WHEREAS, pursuant to Article VI, Section 6(a) of the Illinois Constitution of 1970, a home
rule unit of government may cxcrcisc any power and perform any function pertaining to its government
and affairs, including the power to regulate for the protection of the public health, safety, morals, and
welfare, and Chicago and Joliet are both home rule units; and

WHEREAS, cach of the Partics hercby determines that Jolict’s purchase of Water from Chicago
and Chicago’s sale of Water to Joliet, including the Parties’ negotiating and entering into both this
Agreement and the Water Supply Agreement, is a function pertaining to each Party’s government and
atfairs:

NOW THEREFORE, the Parties, in consideration of the premises and promises set forth herein and
other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
hereby agrec as follows:

AGREEMENT
SECTION 1. INCORPORATION OF RECITALS

The recitals sct forth above are incorporated in and made a part of this Agreement by this
- reference.

SECTION 2. DEFINITIONS

. - ‘\ . . ' . B . . -
Cenain capitalized terms herein shall have themeanings ascribed to them in this Section 2. unless
othenwise provided in this Agreement. ‘

“Chicago New Water Supply Infrastructure” shall mean the portion of the New Water Supply
Infrastructure consisting of the Tunnel Connection, the Tunnel Extension. the Low Service Pump Station
and the Chicago Scrvice Valve.

“Chicago Service Valve™ shall mean a valve installed downstreamand outside of the Low Service
Pump Statton and upstreom of the Meter Vault tor (a) connecting the Joliet New Water Supply
Intrasuructure to the Chicago New Water Supply Infrastructure; and (b) separating the Joliet New Water
Supply Infrastructure from the Chicago Water System.
/



“High Service Pump Station™ shall mean that certain high service pumping station to be located
on the Southwest Pumping Station Site.

“IDNR™shall mean the [Hlinois Department of Natural Resources, or any successor agency.
“TEPA™ shall mean the Ilinois Environmental Protection Agency, or any successor agency.

“Johict Customuers™ shall mean the Joliet Retail Customers, the Joliet Retail Qutside Customers
and the Subsequent Purchasers.

“loliet New Water Supply Infrastructure” shall mean the portion of the New Water Supply
Infrastructure consisting ol the Mcter Vault, Suction Well, High Service Pump Station and Transmission
Main-Chicago.

“Joliet Retail Customerb shall mean retail Water customers of Joliet located within the corporate
limits of Johet.

“Joliet Retail Outside Customers™ shall mean retail Water customers of Joliet located outside the
corporate imits of Jolict.

“Low Scrvice Pump Station” shall mcan that certain low service pumping station to be located
on the Southwest Pumping Station Site.

“Meter Vault” shall mean a vault located on the Southwest Pumping Station Site between the
Low Service Pump Station and the Suction Well and containing the primary Joliet meter(s).

“New Water Supply Infrastructure” shall mcan a new Chicago-to-Jolict water supply
intrastructure for Chicago to supply Water to Joliet, and shall include infrastructurc located both within
and outside the corporatc limits of Chicago. New Water Supply Infrastructure includes, without
limitation, the Chicago New Water Supply Infrastructure, the Joliet New WdlCl’ Supply Infrastructur,
and the PI'O_]CCI Elements.

“Point of Demarcation™ shall refer to the location of the Chicago Service Valve.

“Project Element” shall mean any of the following to the extent located within the corporate
limits of Chicago: the Tunnel Connection, the Tunnel Extension, the Low Service Pump Station, the
Chicago Scrvice Valve, the Meter Vault, the Suction Well, the High Service Pump Station and the
Transmission Main-Chicago. “Project Elements™ shall mean all of the Project Elements.

“Subsequent Purchasers” shall mean wholesale purchasers of water located outside of Joliet’s
corporate fimits.

“Suction Well” shall mean that certain suction well to be installed as an underground tank on the
Durkin Site and including all underground and above-ground structures and appurtenances necessary for
the operation and maintenance of said suction well.

“Transmission Man™ shall mean that certain water main and other appurtenances required tor a
complcte system running from the Southwest Pumping Station Site to Jolict for the transmission of Water
from Chicago 1o Joliet.

“Transmussion Main-Chicago™ shall mean that certain portion of the Transmission Mam located
within the corporate limits ol Chicago.

“Tunncel Connection™ shall mean that certan tunnel connection at the Southwest Pumpmg Station
Site mcluding a below-ground shaft, gates, and appurtenances lor connecting the Tunnel Lxtension to
the exasting tunnels of the Chicago Water System.



“lunncl Extension™ shall mean that certain tunnel extension at the Southwest Pumping Station
Site between the Tunnel Connection extending to and serving as the suction well for the Low Service
Pump Station and including all below-ground shatts, gates, and appurtenances for the construction and
operation of said tunnel extension.

SECTION 3. COMMITMENT TO CONTINUE NEGOTIATIONS TO ENTER INTO A LONG-
TERM WATER SUPPLY AGREEMENT

3.1, Inthe event that the Joliet City Council determines to pursue the acquisition of a long-
term supply of Water from Chicago, and this agreement is approved by Jolict and entered into by and
between Chicago and Joliet, the Parties hereby acknowledge and agree that they will enter into additional
discussions rcgarding the details of the conceptual terms and conditions of this Agrecment for inclusion
in a long-tenm agreement for the supply of Water by Chicago to Joliet and for the development of New
Water Supply Infrastructure to facilitate the supply of Water to Jolict (“Water Supply Agrcement™).

3.2, The Partics agree that the Water Supply Agreement will include language finalizing and
sctting out in dctail, the agreed-upon conceptual terms outlined in Scctions 2, and 5 through 20 of this
Agreement, unless otherwise mutually agreed by the Parties.

3.3.  The Parties agree that the Water Supply Agreement will include additional provisions
that are not spccifically mentioned in this Agreement but that are necessary to provide an agreement that
will establish the ongoing relationship of the Parties regarding the provision of Water by Chicago to
Joliet.

3.4.  Each Party acknowledges and agrees that, subject to completion of negotiations and
obtaining all requisite authority for execution, said Party intcnds to enter into thc Water Supply
Agreemcent no later than October 31, 2021, unless the Parties mutually agree to a ditferent date, and that
each Party will work in good faith to achieve such result.

3.5.  During the term of this Agrcement, Joliet agrees to provide periodic updates to Chicago
regarding: (a) the status of Jolict’s application to the IDNR fora permit for an allocation of Water from
Lake Michigan; (b) the status of activities relating to the possible formation ol the Regional Water
Commission (as defined herein); (c) the status of Joliet’s program to obtain financing for the Joliet New
Watcer Supply Infrastructurc as well as the rest of the Project Elements to the extent Chicago is unable
to do so, including without limitation an update after Chicago acquires the Durkin Site, an update
between 60 and 90 days prior to submission of the Water Supply Agreement to the Chicago City Council
and Joliet City Council. and in the event of a material change in the financing program, Jolict shall
provide an update on a quarterly basis; (d) the status of Joliet’s planning. design, financing and
construction of the New Water Supply Infrastructure located outside the corporate limits of Chicago,
and (e) the status of the development of Joliet’s water source transfer testing plan and provide a copy ot
any tinal approved plan to Chicago.

3.6, City Council Support. As a further indication of Chicago’s support ol the Advisory
Council concept deseribed in this Agreement, the Chicago City Council has adopted an ordinance on
. __+ 2021 endorsing the creation by the Commussioner of DWM of the Advisory Council 1o be
consistent with the concepts and principles in Section 17 and Attachment A of this Agreement.

3.7, Staff Liaison.  During the term of this Agreciment. cach Party shail assign certain
personnel toact as statt aisons to the other Party. Chicago shall assign the Commissioner of DWM, the
Chiet Fmancial OfTicer and the Deputy Comptroller of Financial Policy or thew designees to be stalt
Itarsons wath Toliet. for matters regarding the negotiation of the terms of the Water Supply Agreement



and performance ol the cost of service audit described in Section 15 below: and the Commissioner ol
DWM Jor matters relating to water and water supply, including without limitation, DWM design
standards and pretferences, water quality standards, and the water source transfer testing plan (as
desceribed in Scetion 3.10). Joliet will assign the Director of Public Utilities or a designec to be the stafl
haison with Chicago. The Partics will identify and appoint any replacement personnel, as needed and as
necessary and will notify the other Party as to such replacement.

3.8.  Chicago Support. As a further indication of Chicago’s support for the transactions
contcmplated by this Agrecment and the Water Supply Agreement, such as formation of a Regional
Water Commission (as defined in Section 16.1), Joliet’s application foran allocation of Lake Michigan
water. and pursuing and obtaining funding for contecmplated water improvements described in this
Agreement or as required for implementation of the Water Supply Agreement, Chicago will provide
assistance 10 Jolict where appropriate in connection with efforts related to such transactions from time
to time where necessary and uscful to support Joliet in its cfforts to implement this Agreement and the
Water Supply Agreement.

3.9.  Technical Assistance. Inthe event that the Parties are unable to reach agreement on the
application or interpretation of the M1 Manual (as defined in Section 15.2) to the initial cost of'scrvice
study described in Section 15.2 below during negotiation of the Water Supply Agreement, the Parties
agree that, in addition to their own water rate and waterworks valuation consuliant, they may jointly
retain a mutually acceptable independent, neutral, reputable and qualificd water ratcs and waterworks
cvaluation consultant, who may be part of a reputable and qualiticd engincering firm. Such consultant
and firm shall not be in a contractual or business relationship with either Chicago or Joliet other than for
the work assisting with the negotiation of the Water Supply Agreement. The role of the independent
consultant shall be to meet and confer with the consultants retained by cach Party for the purposce of
clarifying the M1 Manual and enabling the Parties to reach agreement on the methodology for the cost
of service study. The total cost incurred with respect to said independent consultant shall be paid by the
Partics on a 50/50 basis. ’

,

3.10.  Water Source Transfer Testing Plan Support. Chicago and Joliet agree to collaborate and
provide support and assistance in connection with Joliet’s completion of its water source transter testing
plan to cnable a smooth transition trom well water to Lake Michigan Water for Jolict. Such assistance
may include, without limitation and as reasonably required. providing relevant sourcc transfer
information, providing a point of connection to obtain cither finished water prior to corrosion control
addition or finished water aficr corrosion control addition (depending on the type of corrosion control
being used by Chicago). the ability to use Chicago’s existing water testing cquipment, as available,
providing space for testing including at the Eugene Sawyer Purification Plant or the Southwest Pumping
Stanuoen, providing water for testing and other items required for Johet to complete its water source
transter testing plan. 1 testing requires usc of pipe loops. Joliet will construct and usc its own water
testing loop, including for any testing-related equipment and capital improvements. Jolict shall pay the
costs relating to water sampling and testing.

3.1, Preliminary Cost of Serviee Information.

a. Chicago agrees 1o provide to Joliet a cost of service study, including all supporting
documentation, showing what the cost of service would be for Joliet based on the costs incurred by
Chicago.

1. For the year 2018, no later than seven days after the approval and exceution off
this Agreement by both Partics and cxecution by Joliet of a contidentialuy
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agreement with Chicago regarding the information contained in the cost ol service
studics; and

. For the year 2019 no later than Apnl 1, 2021,

which cost of service studies shall together constitute the audit required pursuant to Section 15.2(b)(i) of
this Agreement. Each such study shall include all audited information including detailed cdlculdllons as
well as backup matenals to support the study, to the extent practicable and avallablc

b. After Joliet’s receipt of the 2018 cost of service study required by Section 15.2(b)(i) of
this Agrecment, including all supporting documentation as described in Section 3.11(a) above:

1. Johiet will commence its open book review as provided in Section 15.2(b)(1) and
provide its comments and questions regarding the audit within 150 days ol receipt
of the 2018 cost of service study including all supporting documentation. as long
as Chicago has provided the 2019 cost of service study and all supporting
documentation as described in Section 3.11(a) above by April 1,2021; and

i1 Chicago will provide a written responsc not later than 45 days after receipt of
Joliet’s comments and questions. .

C. The Partics agree to use their best etforts to provide the information they are cach
- obligated to provide to the other as described in this Section 3.11 as soon as it is available.

3.12.  Negotiation Schedule. Chicago and Joliet agree to meet on the following schedules tor
each ot thc following purposcs:

a. not less than once each month during the term of this Agreement for the purpose of
discussions regarding thc dctails of the conceptual terms and conditions of this
Agreement other than water ratcs and charges for inclusion in the Water Supply
Agreement; and

b. at lcast oncc a week starting not longer than one weck atter delivery of comments by
Joliet to Chicago pursuant to Section 3.11(b)(i) and continuing for the remaining term of
this Agreement.

At cach such meeting, representatives of each Party shall panticipate and be prepared for discussion of
the subject matter of the meeting.

SECTION4. AGREEMENT TERM AND TERMINATION
4.1, This Agreement will be effective upon the approval and exccution by both Parties.

4.2, This Agrcement shall automatically terminate in the cvent that the Parties do not enter
mto a Water Supply Agreement by October 31, 2022, unless the Parties agree to a dilTerent date.

4.3 Upon the date the Partics enter into a Water Supply Agreement. this Agreement will be
superseded by the Water Supply Agreement and shall cease to be effective as of said date

4.4 Termmation by Jolict. Joliet may terminate this Agreement by anving 30 days’ written



notice to Chicago in the event of the ollowing:

a.

d.

4.5.

Chicago has not entered into a final agreement with the Chicago Park District for the
transter of the Durkin Site by July 31, 2021:

Chicago has lailed to mect the requirements of Section 3.7 of this Agrcement:
Chicago has failed to meet the requirements of Section 3.10 of this Agreement:

Chicago has failed to deliver any onc or both of the cost of service studies required by
Section 3.11 of this Agreement, provided Joliet has entered into a confidentiality
agreement regarding such studies;

Chicago has failed to deliver its required responses to Jolict’s comments and questions
regarding the studies as required by Section 3.11 of this Agreement;

Chicago has unreasonably failed to attend and participate in mectings as required by
Section 3.12 of this Agreement; )

In the event that Chicago refuses to exccute the Water Supply Agreement without first”’
having matcrial changes made to one or more key terms in the scctions of the Water

Supply Agreement corresponding to Sections 15 and 17 of this Agreement, the Partics

shall jointly retain a mutually acceptable independent, neutral. reputable and qualificd

mediator in an effort to resolve such issues. 1fsuch mediation shall be unsuccessful after
a 60-day pertod during which both Parties have engaged in good Faith ncgotiations, Joliet

shall have the right to terminate this Agreement;

if Joliet determines that it is unable to procure sufficient financing for the New Watcr
Supply Infrastructurc; and

if Joliet determincs that the 2030 water rate could be substantially different than what was
expected based on Joliet’s 2020 Evaluation (as updated in 2021) of DWM as a water
source alternative as part of the Jolict Alternative Water Source Program atter the Parties
complete the comprehensive audit of the cost of service study to be provided pursuant to
Scction 15.2(b)(1).

Termination by Chicago. Chicago may terminate this Agreement by giving 30 days’

written notice to Jolict in the event of the following:

il

d

Jolict has failed to meet the requirements of Section 3.7 of this Agreement:

Johet has [ailed to deliver comments and questions about any one or both of the cost of
service studies as required by Section 3.11 of this Agreement;

Joliet has unrcasonably failed to attend and participate in meetings as required by Section
3.12 of this Agreement; and

In the event that Joliet refuses to exceute the Water Supply Agreement without (st
having matertal changes made to one or more key terms in the sections of the Water
Supply Agreement corresponding to Sections 15 and 17 of this Agreement. the Partics
shall jomntdy retin a mutually acceptable independent. neutial, reputable and qualified
mediator man ettort to resolve such issues 1 such mediation shall be unsuccesstul alter
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4.6.

a 60-day period during which both Parties have engaged in good faith negotiations,
Chicago shall have the right 10 tenminate this Agreement.

Termination Costs.

Paid by Chicago. In the cvent that this Agreement is terminated by Joliet pursuant to
Scction 4.4(a)-(g) above, as applicable, Jolict shall be reimbursed by Chicago for the
following out-of-pocket costs incurred by Joliet during the Term of this Agreemenl prior
to such termination (which shall not include the cost of intemal Jolict personnel):

L. costs [or professional services and associated costs for preliminary design and
field investigation in connection with the New Water Supply Infrastructure;

. costs tor professional services in connection with preparing and ncgotiating the

Water Supply Agrcement;

iii. costs in conncction with the acquisition of real cstatc or other intercsts in land tor
the New Water Supply Infrastructure, including without limitation appraisals,
Phase 1 environmental studies, title searchés and title insurance, surveys and
reasonable attomceys’ fees; and

. costs for water testing and sampling described in Section 3.10 of this Agreement.

Any other costs not included in subscctions i-iv above for which Jolict would scek
reimburscroent shall be mutually agreed by the Parties prior to being incurred by Joliet.

Paid by Jolict. Inthe event that this Agreement is terminated by Joliet pursuant to Scction
4.4(h) above, orif Chicago terminates this Agreement pursuant to Section 4.5, Joliet shall
reimburse Chicago for the following out-of-pocket costs incurred by Chicago during the
term of this Agreement prior to such termination (which shall not include the cost of
internal Chicago personnel):

. costs in connection with the transfer of the Durkin Site from the Chicago Park
District, such as an appraisal or Phase [ environmental study ot the Durkin Sitc or
title insurance and, if Chicago elccts to sell the real estate purchased from the
Chicago Park District within two years after the date of termination of this
Agreement, Joliet will reimburse Chicago for any loss in value of the real estate
m the amount of the difference between the price Chicago paid for the real estate
and the price for which Chicago sclls the real estate, but in no event an amount
that is more than ten percent of the appraised valuc of the real estate;

1. costs for professional services fordesign and field investigation on the Southwest
Pumping Station Site in connection with the Tunncl Connection:

1l costs forwater testing and sampling described in Section 3.10 of this Agreement
and mcurred by Chicago, 1f any.

v costs for protessional services in connection with preparing and negotiatmg the
Water Supply Agreement; and

v costs Tor professional services for coordination by Chicago with Johet on the



design of the rest of the Project Elements to be located on the Southwest Pumping
Station Site and the Durkin Site.

Any other costs not included in subsections i-v above for which Chicago would seck
reumbursement shall be mutually agreed by the Parties prior to being incurred by Chicago.

C. In the event that this Agreement is terminated by Jolict pursuant to Section 4.4(1) above.
ncither Party shall be required to pay any costs to the other Party due to the termination.

4.7.  The Partics agree that this Agreement shall not be assigned or transterred by cither Party
without the prior written consent of the other Party.

SECTION 5. WATER SUPPLY AGREEMENT—TERM

5.1.  The Partics agree that the initial term of the Water Supply Agreement, to be adopted by,
and approved by both the Chicago City Council and the Joliet City Council, shall be in force and effect
for a term that shall begin on the dale of execution of the Water Supply Agreement by both Parties and
ending on December 31 of the year that is 100 years from the date of exccution, unless a shorter term is
required by law or a different term is mutually agreed by the Parties (“Initial Tcrm™), or as otherwise
provided in this Agreement.

5.2. Chicago and Jolict agree that the Water Supply Agreement will automatically renew for
successive 10-year terms to the extent permitted by law (each a “Rencwal Term” and together with the
Initial Term, the “Term”), unless (a) either Party provides to the other Party a notice of'its intent not to
rcnew the Water Supply Agreement pursuant to Section 5.3 below, or (b) a longer or shorter period tor
any Rencwal Term is mutually agreed by the Parties.

5.3.  Chicago and Joliet shall provide written notice to the other Party of its intent not to renew
the Water Supply Agreement for any Renewal Term not later than January 1 of the fifth calendar year
before the end of the Initial Term or of each Renewal Term, as applicable. Notice under this Section may
be given via certified mail, return receipt requested, and if desired by the Partics, may also be given by
clectronic conmimunications, such as facsimile or email.

5.4.  IfJolict determines that: (a) all of the real estate neccssary to perform the Water Supply
Agreement is not able to be obtained on mutually acceptable tenms, or (b) if Jolict is unable to procurce
sufficient financing forthe New Water Supply Infrastructure as described in Section 11.3(b), then Joliet
may terminate the Water Supply Agreement by giving 30 days’ written notice to Chicago.

5.5, Inthe event that Joliet terminates the Water Supply Agreement pursuant to Section 5.4
prior to the Targeted Water Delivery Date, Joliet shall reimburse Chicago for out-of-pocket costs
mcurred by Chicago in the following categories during the term of the Water Supply Agreement prior
to such termination (which shall not include the cost of internal Chicago personncl):

A costs for professional services for design and field investigation and construction
management on the Southwest Pumping Station Site in connection with the Tunnel
Conncection:

b. costs for professional services for coordination by Chicago with Joliet on the design and
construction management of the rest of the Project Elements to be located on the
Southwoest Pumping Station Site and the Durkin Site: and



C. cosls In connection with any construction related to the Tunnel Connection, the Tunnel
Extension and the Low Service Pump Station.

These categories ot costs. and how to address unanticipated costs, will be further detailed as mutually
agreed by the Parties and included in the Water Supply Agreement, and will include costs incurred
between the effective date of the Water Supply Agreement and the date of Joliet's termination of the
Water Supply Agreement.

5.6.  Chicago and Jolict agree that the Water Supply Agreement may be terminated by Joliet,
for any reason 1n its sole discretion. at any time during the Term of the Watcer Supply Agreement so long
as it is after the end ot the first 50 years of the Initial Term, by providing written notice to Chicago of its
intent to terminate the Water Supply Agreement not later than January 1 of the fifth calendar year betore
the date on which Jolict intends that the Water Supply Agreement be terminated. Notice under such
action may be given via certified mail, return receipt requested, and if desired by the Partics, may also
be given by clectronic communications, such as facsimile or email.

5.7.  The Parties will negotiate certain provisions relating to the termination or non-renewal of
the Water Supply Agreement requiring the removal of a portion or all of the New Water Supply
Infrastructure constructed and installed by Joliet on the Southwest Pumping Station Site or the Durkin
Site (“New Water Supply Infrastructure Removal™). Said New Water Supply Infrastructure Removal
provisions shall include, but not be limited to, the following: (a) the terms under which cach Party shall
be responsible for (i) the physical removal of all or a portion of the New Water Supply Infrastructure
Removal, and (1) the payment for all or a portion of costs of the New Water Supply Infrastructure
Removal; (b) the specific Project Elements to be removed; and (c) the timeframe for complction of the
New Water Supply Intrastructure Removal.

SECTION 6. WATER SUPPLY AGREEMENT—AMENDMENTS DURING THE TERM

6.1. - Upon the agreement of both Parties, certain provisions of the Water Supply Agreement
may be modified or amended during its Term. No such amendment or modification shall be effective
unless made in writing and cxeculed by both Parties.

6.2.  The Parties agree that the Water Supply Agreement will provide that Joliet may cause
ncgotiations regarding the terms of the Water Supply Agreement on and atter the end of the first 50 years
of the Initial Term by providing written notice to Chicago of its intent to commence negotiations
regarding the terms of the Water Supply Agreement (“Reopening™). Notice of such action shall include
the proposed subject matter of the amendment or amendments to, and the potentially affected provisions
of, the Water Supply Agreement and may be given via certified mail, return receipt requested, and it
desired by the Parties. may also be given by electronic communications, such as facsimile or email.
Should Johet request Reopening, Jolict and Chicago shall promptly commence ncgotiations towards
determination of the proposed amendment or amendments.  Such negotiations shall be limited to
consideration of the subject natter ot the amendment or amendments to the Water Supply A greement
proposed in the written notice submitted by Joliet, and may result in an agreement that no change should
be made in the Water Supply Agreement.

SECTION 7. WATER SUPPLY AGREEMENT—PURCHASE AND SALE OF WATER

7.1, Notlater than the Targeted Water Delivery Date, Chicago shall [urmsh Jolict with Water
which Jolict shall supply to the Jolict Customers. Provisions with respect to the sale of Water to Jolict
for use outside Johel s corporate hmits, mcluding sale to Joliet Retail Qutside Customers and Subsequent
Purchasers, will be addressed in the Water Supply Agreement.
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7.2, Joliet may also supply Water to Subsequent Purchascrs within 35 miles of Johet's
corporate limits, but in no cvent shall Jolict supply Water to Subscquent Purchasers that do not have an
allocation permit from IDNR for Lake Michigan Water pursuant to the Level of Lake Michigan Act, 615
ILCS 50/1 el seq. ("Level of Lake Michigan Aet™).

7.3. The Partics will review the arcas outside of the corporate limits of Joliet that are, or are
proposcd to be, supplied Water by Joliet and the locations of the Jolict Retail Outside Customers and
Subsequent Purchasers, and the Parties will mutually agree on language describing such areas, customers
and purchasers for inclusion in the Water Supply Agreement.

7.4.  Joliet shall obtain a permit foran allocation of Lake Michigan Water from IDNR, or any
successor agency, pursuant to the Level of Lake Michigan Act and regulations promulgated thereunder,
for all Water to be supplied to Joliet by Chicago.

SECTION 8. WATER SUPPLY AGREEMENT—QUANTITY OF WATER

8.1.  Thc Water supplicd to and drawn by Joliet from the Chicago Water System shall be at a
uniform rate during the 24 hours of each day at the Point of Demarcation. The Chicago Service Valve
shall be under the sole and complete control of Chicago.

8.2.  The Annual Average Daily Amount, Maximum Hourly Rate of Withdrawal and
Minimum Annual Volume shall be determined by the Parties and will be as defined in the Water Supply
Agrcement. The Annual Average Daily Amount, Maximum Hourly Rate of Withdrawal and Minimum
Annual Volume shall take into account the water supply needs of the Jolict Customers. The Partics have
discussed that the maximum day demand of the Joliet Customers will be in a range between 30 million
gallons per day ("MGD”) and 95 MGD (“Range™) and Chicago acknowledges and agrees that the
Chicago Water System has sutficient current capacity to supply Water to the Jolict Customers in amounts
within the Range and that it will continue to have sufficient capacity to supply ‘Water to the Joliet
Customers it amounts within the Range during the anticipated Term of the Water Supply Agreecment.
For water supply quantities in cxcess of the Range, the Partics agree to include in the Water Supply
Agrecement a process by which the Parties will evaluate and ncgotiate those additional or future water
supply nceds in light of the feasibility of providing such additional supply, based on the capacity of the
Chicago Water System at that time and, where possible, such improvements as may be necessary to
make it feasible to provide such additional supply.

8.3.  lohet shall provide Chicago with an annual report of the total average daily amount, daily
hourly rates of withdrawaland annual volume for the Joliet Customers, including Joliet Retail Customers
and Jolict Retatl Outside Customers, and each of the Subsequent Purchascrs based on the annual period
for which IDNR requires submission of annual Water use by Water permit holders. As of the date of
this Agreement, the annual period is October | through the tollowing September 30. Joliet shall provide
this intformation for cach reporting year during the Term no later than February 1 following cach
reporting year.

SECTIONY. WATERSUPPLY AGREEMENT—QUALITY OF WATER

9.1 Chicago shall supply Jolict with Water of a quality commensurate with that Tumished to
its consumers within the Chicago limits. the Water quality being consistent with the applicable standands
ot any federal. State or local ageney with jurisdiction over public water supplics.

92 Throughout the Term of the Water Supply Agrcement. Chicago will take action.
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mcluding without limitation treatment with appropriate chemicals such as activated carbon. to remove
unpleasant tastes and odors in the Water and to ensure that the Water quality meets the secondary
maximum contaminant level (MCL) fortaste and odor as established by the United States Environmental
Protection Agency National Secondary Drinking Water Regulations and also is consistent with the
applicable standards of any federal, State or local agency with jurisdiction over public water supplics.

9.3 Jolict shall be responsible for maintaining the Water quality at all points beyond the Point
of Demarcation in a manner consistent with the applicable standardsofany federal, Statc or local agency
with jurisdiction over public water supplies.

94.  The Chicago Water System shall be sateguarded by means of an air gap at the Suction
Well, which shall be designed and constructed to conform to the standards of DWM, as well as all
applicable local, State and federal laws and regulations.

9.5.  The Partics agree to develop a plan of mutual notice in the event of:

a. any failurc of the Water to meet the applicable standards of any federal, State or local
agency with jurisdiction over public water supplies, or if the Water cxhibits changes in
taste, odor, texture or appcarance; and

b. an cmergeney duc to a failure, malfunction or catastrophic event that will materially
impact the quality of Water supplied by Chicago to Joliet.

9.6.  Water Source Transfer Plan. The Water Supply Agreement shall provide that: (i) Chicago
agrecs toprovide assistance to Johet in conncction with the complction of its water source transter testing
plan to enable a smooth transition from well water to Lake Michigan water for Joliet, and (ii) Jolict shall
pay the costs relating to water sampling and testing, all as more fully described in Section 3.10 of this
Agreement.

SECTION 10. WATERSUPPLY AGREEMENT—TITLE TO WATER
Johet shall take title to the Water at the Point of Demarcation.

SECTION 11.  WATERSUPPLY AGREEMENT—NEW WATERSUPPLY
: INFRASTRUCTURE

11.1. Coordinated Approach to the New Water Supply Infrastructure.

a. Chicago and lJolict shall ncgotiate an arrangement whereby the Partics shall cstablish a
coordinated approach to the financing, planning, design and construction ol the Parties’
respective Project Elements and sctting out certain goals of the Parties in connection with
said financing, planning, design and construction. For this purpose, the Water Supply
Agreement shall require preparation ofa Planning, Design and Construction Coordination
Plan. as well as additional terms regarding the financing, planning, design and
construction of the Project Elements necessary for Chicago (o deliver Water to lohet.

b. lohet s responsible for the financing, planning. design and construction of the New Water
Supply Infrastructure located outside the corporate limits of Chicago, and agrees 0
provide pertodic updates to Chicago regarding the status thereot. Inaddition. Johet will
be responsible for the ongomg ownership, operation and maintenance ot the New Water
Supply Infrastructure located outside the corporate himits ot Chicago.
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11.2. Ownership. Operation and Maintenance of the Project Elements. Each of the Partics will
own, operate and mamtain those Project Elements designated for such Party as listed below, unless
otherwise mutually agreed by the Parties:

a. Chicago will be the owner and operator of, and responsible for maintenance of, the Tunnel
Conncection, the Tunnel Extension, thc Low Service Pump Station and the Chicago
Service Valve.

b. Jolict will be the owner and operator of, and responsible for maintenance of,, the Meter
Vault, the Suction Well, the High Service Pump Station and the Transmission Main-
Chicago.

F1.3. Fmancing the New Water Supply Infrastructure in Chicago.

a. In connection with the Water Supply Agreement, the Parties agree to ncgotiate the
responsibilitics of the respective Parties with respect to obtaining financing for certain of
the Project Elements. Unless otherwise mutually agreed by the Partics, Chicago shall
obtain financing for the Tunnel Connection, the Tunnel Extension, the Low Service Pump
Station and the Chicago Service Valve and Joliet shall obtain financing for the Meter
Vault, the Suction Well, the High Service Pump Station and the Transmission Main-
Chicago. In connection with the Water Supply Agreement, the Parties agree to further
discuss issucs pertaining to financing and payment mutually beneficial to both Parties.

b. In the cvent that Chicago is unable to procure sutficicnt financing for the Chicago New
Water Supply Infrastructure, Joliet may elect to procure financing for the Chicago New
Water Supply Infrastructure. In the event that Joliet is unable to procure financing for
the New Water Supply Infrastructure, Chicago may explorc the option of providing
financing to Joliet for thc New Water Supply Infrastructure if requested by Joliet, and
Joliet may consider but is not obligated to approve such financing by Chicago.

1.4, Planning, Design, and Construction Coordination Plan. Chicago and Joliet agree to work
together on the planning, financing, design and construction of the Project Elements at the Southwest
Pumping Station Site and the Durkin Site. The Parties intend to cnter into a Planning. Design, and
Construction Coordination Plan which shall set forth ccrtain provisions with respect to the following
including, but not limited to: (a) the Parties’ roles with respect to each Project Element; (b) design
standards; (¢) milestones for Project Element design and construction; (d) milestones for financing of
the Project Elements; (¢) milestones for completion of cach of the Project Elements; and (f) milestones
for the delivery ot Water to Jolict: all to be consistent with the goal of delivery of Water to Jolict by the
Targeted Water Delivery Date. The Water Supply Agreement and the Planning, Design and Construction
Coordination Plan. as appropriate. shall include a description of the rights and duties of the Chicago and
Jolict project site representatives, including serving as the applicable Party’s representative on site to
help coordinate and monitor construction. -

115 Desien, Contracting, Construction and Construction Management of Project Clements:
Approvals and Permus.

Q. Each Party shall be responsible for the design, construction contracting. construction and
construction management ol the Project Elements for which such Party is responsible
under the Water Supply Agreement, and shall obtain, and ensure that all contractors and
subcontractors obtam. all applicable design and construction approvals. permits and
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I1.6.

authorizations necessary for such Party’s respective components of the design and
construction trom such local, State and federal agencies, including but not limited to the
1EPA, as have junsdiction over the sites on which such Party’s respective components of
the Project Elements are located.

The Parties intend that cach Party shall be responsible Tor the following Project Elements:

i Chicago: Tunnel Connection.

ii. Joliet: Tunnel Extension, Low Service Pump Station, Chicago Service Valve,
Meter Vault, Suction Well, High Service Pump Station and Transmission Main-
Chicago.

Johet agrees and acknowledges that, when contracting for any of the Project Elements
primarily located on the Southwest Pumping Station Site or the Durkin Site, Joliet shall
conduct bidding for and award of those contracts pursuant to the laws applicable to
Chicago, including the Municipal Purchasing Act for Cities Over 500,000, 65 ILCS 5/8
-10-1 et seq.. as well as Chapler 2-92 of the Municipal Code of Chicago (“Municipal
Codc”), and shall include in any solicitation the requirements therein, including but not
limited to: (i) provisions with respect to Chicago resident construction worker
employmentl requirements under Section 2-92-330 of the Municipal Code; (n) the
minority-owned and women-owned business enterprise procurement program under
Section 2-92-420 ct seq. of the Municipal Code; (iif) the minority-owned and women-
owned business enterprise construction program under Section 2-92-650 et seq. of the
Municipal Code; and (iv) all other applicable Chicago laws, regulations and policies.
Jolict agrees to contractually obligate its general contractor and all subcontractors to
comply with said requirements and shall coordinate with Chicago to ensurc compliance
with said requirements.

Chicago shall coordinate and collaborate with Joliet, and support and assist Joliet in its
cfforts. 1o obtain any approvals, pcrmits and authorizations necessary for the construction
and operation of the Project Elcments (other than the Tunncl Connection). Joliet will
coordinate and collaborate with Chicago in its efforts in rclation to the Tunnel
Connection.

Chicago shall charge Jolict only the applicable standard fees under the Municipal Code
in connection with any permits, approvals and other items required to design, construct,
and operate the Project Elements for which Joliet is responsible under the Water Supply
Agreement.

Operational Requirements. The Parties shall negotiate and agree 1o certain operational

requirements relating to the New Water Supply Infrastructure including, but not limited to requirements
with respect to cach Party’s access to its respective Project Elements (including access during an
emergency); requirements with respect to security for the Project Elements; requirements relating to
retaining the Project Elements i the location where initially installed; and requirements relating to the
protection from damage 1o or interference with the Project Elements.

11.7.

Operational Standards. The New Water Supply Infrastructure shall generally conform

m s aperation and operational standards to the Water Supply Agreement. as well as all apphicable local,
State and federal faws and regulations. including without hmmation the IEPA regulations in Title 35 ot
the THhneis Admimistratne Code



SECTION 12.  WATERSUPPLY AGREEMENT—REAL ESTATEMATTERS

121, The Parties agree that Chicago will grant to Joliet, subject to approval-by the Chicago
City Council. the necessary easements, access rights and other necessary property interests on the
Southwest Pumping Station Site for the construction and permanent placement of the Project Elements
to be owned by Joliet and for the construction of the Project Elements to be constructed by Joliet and
owned by Chicago. The terms and provisions of the easements and other property intcrests shall be
mutually acceptable to Jolict and Chicago.

12.2.  Chicago and Joliet agree to coordinate in discussions and negotiations with the Chicago
Park District 1o obtain and cnter into the agrcements necessary for the Parties to implement the Water
Supply Agrecment, including, without limitation, each of the following:

a. Subject to referral to the Chicago Plan Commission and approval by the Chicago City
Council, for Chicago to obtain title to that portion of the Durkin Site from the Chicago
Park District that 1s nccessary for the construction -and permanent placement of the
Suction Well on the Durkin Site;

b. Subject to approval by the Chicago City Council, for Chicago to grant to Joliet the
necessary easements, access rights and other necessary property interests on the Durkin
Site for the construction and permanent placement, operation and replacement of, and
regularly scheduled and/or emergency inspection, repair and maintenance of the Suction
Well, and for the construction of any Project Elements constructed by Jolict and owned
by Chicago, with the terms and provisions of the casements and other property interests
to be mutually acceptable to Jolict and Chicago; and

(]

[frequested by the Chicago Park District for purposes of maintaining the surface of the
Durkin Site as public parkland, subject toapproval by the Chicago City Council, Chicago
shall negotiate with the Chicago Park District, the terms of a lease, license, easement or
other rcal property interest in the surface of the Durkin Sitc between Chicago and the
Chicago Park District. The terms and provisions of any such document or intcrest shall
be such that it shall not allow any activitics that would interfere with the Suction Well on
the Durkin Site, the provision of Water by Chicago to Joliet and Joliet’s provision of
Water to the Jolict Customers. Similarly, the terms and provisions of the easements and
other property interests referenced in Section 12.2(b) shall be such that they would not
allow any activities (other than Joliet’s opcration and replacement of, and regularly
scheduled and/or emergency inspection, repair and maintenance of the applicable portion
of the Project Elements) that would interfere with the Chicago Park District’s use and
enjoyment of the surtace of the Durkin Site as public parkland.
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SECTION 13. WATERSUPPLY AGREEMENT—WATERSUPPLY SHUT-OFF OR
RESTRICTION DUE TOMAINTENANCE ANDEMERGENCY

I3.1. Johet understands that as part ot Chicago’s operation of its Water System. Chicago will
perform routine maintenance on the Chicago Water System, and it is also understood that Chicago will
perform such routine maintenance within a timeframe consistent with the Water storage capacity of Joliet
and its Subscquent Purchasers. 1t Chicago behieves it cannot do so within such timeframe, Chicago will
notify Jolict and the Parties will discuss how to resolve the issue. The Partics agree to develop, and to
mclude in the plan required in Section 13.3, a plan of mutual coordination of such maintenance and
advance notice to the extent possible with respect to such maintenance of the Chicago Watcr System that
will matertally impact the Water supply to Jolict as agreed upon in the Water Supply Agreement.

13.2  If, from time to time and for any reason, including extended maintenance, cmergency,
failure or maltunction in the Chicago Water System, Chicago is unable to fumish in full the quantitics
of Watcr to be furnished to Joliet, Chicago shall use due diligence to operate the Chicago Water System
during any such occurrence to provide Water to Joliet insofar as practicable and shall, as promptly as
possible, take such actions, including making and expediting repairs or adjustments, as are necessary Lo
restore delivery to Joliet of the Water to be furnished under the Water Supply Agreement.

13.3. 'lIhe Parties agree to develop a plan of mutual notice in the event of any routine
maintenance, extended maintenance, or any emergency due to a failure, malfunction, maintenance or
catastrophic cvent, that will materially impact the Water supply to Joliet and the ability of Chicago to
supply Water to Jolict.

SECTION 14.  WATER SUPPLY AGREEMENT—STORAGE CAPACITY

14.1. Jolict shall ensure that Joliet maintains, and shall ensure that cach of its Subsequent
Purchasers maintamns, sufficient water storage capacity, to be detennined by the Partics bascd on the
State Water allocations in cach of their distribution systems (not including transmission system storage),
i an amount not Jess than twice the annual daily average allocation of Water as authorized by IDNR, as
adjusted and amended from time to time. for Joliet and each of its Subscquent Purchasers, respectively.
All reservoirs and storage tanks provided by Jolict’s and any Subsequent Purchasers’ water systems shall
be considered in meeting their individual storage requirement.

14.2.  Notwithstandmg the storage capacity requirements in this Section 14, Jolict understands
that Joliet and the Subsequent Purchasers should have access to alternate sources of water in the event
of extended maintcnance or in the event of an emergency whereby the Water supply trom Chicago is
restricted fora period in excess of two (2) days.

14.3. loliet shall submit an annual report of Jolict’s total storage capacity and thc storage
capacity of any Subsequent Purchasers™ water systems,



SECTION 15.

15.1.

WATERSUPPLY AGRE EN]EN'f—RATES
Wholesale Rate.

Fstablishment. The charges for Water fumnished 1o Joliet shall be at the rate (“Uniform
Water Rate™) fixed for large quantities of Water fumished through meters to customers
inside Chicago limits and on a wholesale basis to suburban communities’ served by
Chicago., said rate being fixed and adjusted from time to time by ordinance, with a credit
or debil equal to the differcnce between the amount charged as the previous yecar’s
Uniform Water Rate and the actual cost of service incurred by Chicago in the previous
year in providing Water service to Joliet based on the results of an annual cost of service
study, which study is prepared pursuant to, and meets the standards of, Section 15.2. The
Water Supply Agreement will provide mutually agreed-upon terms for the application of
the credit or debit to the invoices for Water provided to Joliet, which shall include:

1. for cach year, an cstimated credit or debit for that year’s projected cost of service
based on the prior year’s actual cost of service, except for the first year of service,
in which the projected cost of service shall be bascd on an estimate of the prior
year's cost ol service; and

2. for cach year, a truc-up adjustment for the difference between the projected cost
of service and the actual cost of service for the prior year; and

3. provisions for true-up adjustments that shall include the actual cost of service,
volume of Water purchased, audited financial information when available and
other mutually agreed-upon items.

Chicago and Joliet agree that the initial rate to be charged by Chicago to Jolict for
the first delivery of Water by Chicago to Jolict shall not cxceed the water rate
calculated pursuant to the audited 2019 cost of service study adjusted to the year
of first dclivery of Water in accordance with the water rate calculation
mcthodology as described in Scction 15.1(b), but which water rate increase
Imitations will only apply to growth in costs attributable to the following:
administration (including pension expenses that can be attributed pursuant to this
Agreement) and capital expenditurcs, commodity costs and personnel expenscs
(including pension expenses that can be attributed pursuant to this Agreement)
related to Dunne/68" Strect Crib, Eugene Sawyer Purification Plant, and South
Tunnel Zone, and subject to Scction 15.4 and Section 19. Any other [actors (such
as but notlimited to Peaking Factor, and Average Day Demand) which may causc
the ratc in the year of the first delivery of Water to incrcase above thesc rate caps
will be mutually agreed to by the Parties in the Water Supply Agrcement.

Charged AWWA Rate. Each year at the time agreed upon pursuant to Section 15.2(d),
the rate actually charged to Joliet in a given year (the “Charged AWWA Rate”) shall be
adjusted to be equal to the lowest of the amounts determined by the three water rate
calculation methods below. exclusive ot the Annual True-Up in section 15.1(¢):

I Cost of Service Water Rate. The Projected AWWA Rate for the next rate year
based on the cost of service study that determines the actual cost of service torthe
Previous vear



Inflation Index Water Rate. A rate to be determined as follows:

For the calculation of the Inflation Index Water Rate imposed during the
1™ year of water service, the Inflation Index Water Rate is determined by
multiplying the Audited AWWA Rate ("AAR™) calculated for the first
year of water service by the change in the CPI in the first year of service,
expressed as a decimal, plus onc:

Year | AARX (I + Year | CPI) = Interim AARI

Then multiplying the product, referred to as the Interim AARTL, by the
change in the CPI in the second year of water service, expressed as a
decimal, plus one:

Interim AARIT x (1 + Ycar 2 CPI) = Interim AAR2

Then continuing in similar fashion by muitiplying the resuiting Interim
AAR by the change in the CPI cxpressed as a decimal plus onc in each
subsequent year of water service up to and including for the tenth year of
walter scrvice to determine the Inflation Index Water Rate for Year 1 1:

Interim AAR9 x (1 + Year 10 CP1) = Year 11 Inflation Index Water Rate

For the calculation of the rate imposed during the 12" and subscquent
years of water scrvice, the Inflation Index Water Rate shall be determined
in similar manner, starting with the Capped Audited AWWA Rate that is
calculated for the year-that is ten years prior to the new service year and
multiplying it by change in the CPI in that first year of the prior ten years
of service, expressed as a decimal, plus one; for example, for service year
12, the calculations start as follows:

Ycar 2 AAR x (1 + Ycar 2 CPI) = Interim AAR |

Then continuing in similar fashion by multiplying the resulting Interim
AAR by the change in the CPI in expressed as a decimal plus one cach
subsequent year of water service for a total of ten years of water service
to determine the Inflation Index Water Rate for Year 12:

Interim AARIOx (1 +Year 11 CP1)= Ycar 12 Inflation Index Water Rate

For the calculation of the rate caps imposed during the 2™ year of water
service through the 10™ year of water service, the Inflation Index Watcr
Rate calculated for each year shall be determined in similar manner,
starting with the Capped Audited AWWA Rate calculated for the first
service year and multiplying it by change in the CPL in the first service
year. expressed as a decimal, plus one:

Year I AARX (1 + Ycear 1 CPI = Intenim AAR]

And contmimg m simtlar tashion by muluplymg the resulting Interim
AAR by the change m the CPEexpressed as a decimal plus one for the

“
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Anaoual Cost ot Service Study.

number of preceding service years that will have been completed prior to
the watersenvice year for which the rate cap is bemng caleulated.

. CPI shall mean and refer to Consumer Price an Wage Lamu\
and Clerical- Workers (“Chicago All Ttems) (“L Pl W™, as publlshcd by

the U.S. Department of Labor, Burcau of Labor Statistics, (1982-

1984=100). {

3. Fived Linut Water Rate. The Audited AWWA Rate caleulated for the year prior
to the year forwhich a rate is being calculated multiplicd by 105%. 'I

The Charged AWWA Rate under this Section shall apply, as determined pursuant tc? this
Section 15.1(b). except as provided in Section 15.4 of the Agreement. To the extent that
the necessary audited or inflation information is not available to calculate the Charged
AWWA Rute, then the most recent available information will be used or the Partics: will

mect and confer to determine the proposed changes necessary to calculate the Chdl ged
AWWA Rate. ,
|

Annual True-Up. FEach ycar at the time agreed upon pursuant to Section lS.Z(d):. the
Audited AWWA Rate for the prior year shall be adjusted pursuant to the lowest of the
amounts determined by the three adjustment options below, which shall be referred to as
the "Capped Audited AWWA Rate” for that year:

1. The Audited AWWA Rate.

i
2. Infation Index Water Ratc as described in Section 15.1.b.2. i
3. Fixed Limit Water Rate as described in Scctign 15.1.b.3. '

The Capped Audited AWWA Rate under this Section shall apply, as determined pursuant
to this Scction 15.1(b). except as provided in Section [5.4 of the Water Supply
Agreement. To the extent that the necessary audited or inflation information isinot
available to calculate the Capped Audited AWWA Rate, then the most recent available
information will be used or the Parties will meet and confer to detennine the ploposul
changes necessary to calculate the Charged AWWA Rate.

The difference between the Capped Audited AWWA Rate for a given ycar and ithe
Charged AWWA Rate for that year multiplied by the total consumption by Joliet in that
year will be charged to the appropriate Party in the following ycar (the “*Annual Tr;uc-
Up™). Itthe Capped Audited AWWA Rate for a given year is greater than the Charged
AWWA Rate. then Joliet will pay the Annual True-Up to Chicago in the following y'gm'.
[t the Capped Audited AWWA Rate for a given year is less than the Charged AWWA
Rate for that year then Chicago will pay the Annual True-Up to Jolict in the following
year. If the difference between the Capped Audited AWWA Rate and the Charged
AWWA Rate fora given year is $0. then Annual Truc-Up is also $0 and ncither Party
will make a payment The exact timing and manner of payment of the Annual ‘True-Up
will be determimed m the Water Supply Agreement.

Basis. Anannual cost ol service study shall be completed by Chicago in accordance w
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a methodology agreed upon by the Parties in the Water Supply Agreement. based on the
then gencrally recognized principles. and practices in the American Water Works
Association Manual of Water Supply Practices M1, Principles of Water Rates, Fees. and
Charges ("M1 Manual™) with modifications as provided in Section 15.2(e) herein and any
other modifications only as mutually agreed. The Parties will identify those portions of
the M1 Manual that are applicable to the agreed-upon methodology to be used in the
annual cost of service study, which shall be included in the Water Supply Agreement. I
the M1 Manual is revised in a manner that either Party believes will affect the agreed-
upon methodology for the annual cost of service study, that Party will notify the other
Party and the Partics will meet and confer to discuss the proposed revisions and the impact
on the calculation of cost of service. The annual cost of service study shall establish the
Chicago Water Fund’s annual revenue requircment by the utility-basis approach, and
shall allocate such revenue requirements by the commodity-demand method based on the
specific facilities used and uscful in providing Water service to Jolict. The Partics agree
that these specitic facilitics arc: 68"/Dunnc (South) Crib; Eugene Sawyer Water
Purification Plant; South Tunnel Zone; Tunnel Connection and Tunnel Extension; Low
Service Pump Station; and Chicago Service Valve. The rate base on which any ratc of
return on ratc basc will be calculated "under the Water Supply Agreement shall be
determined in accordance with the M1 Manual and include the fair value net plant in
service, working capital, and consiruction work in progress.

Timing of Initial Studies.

1. The Partics agree that prior to exccution of the Water Supply Agreement, Chicago
will provide a complete cost of service study to Joliet for comprehensive audit by
Joliet in order that the Parties can confer and agree on the methodology to be
included in the Water Supply Agreement. As part of this comprehensive audit
and any other audit under the Water Supply Agreement, Chicago shall provide to
Joliet all mformation and back-up matenals used to perform the study and allow
Jolict to make a complete, open-book review of the study, the various elements of
opcerations and maintenance as well as inspection and valuation of all capital
tacilitics included in the study.

il Chicago will also provide a complete cost of service study to Joliet one year prior
to the expected first delivery of Water by Chicago to Jolict for audit by Joliet as
described above. The Parties will confer and agree on any differences in the
application of the methodology and calculations to allow Joliet to cstablish its
rates to its retail customers and Subsequent Purchasers.

Annual Studies. The Water Supply Agreement will set forth the timing for performance
of the annual cost of service study and associated adjustments in Water charges. This will
nclude the manner and timing by which Chicago (1) will periodically make available
information on overall rate methodology to the Advisory Council (as defined herein) in
order to allow the Advisory Council to review and provide input and feedback; and (1)
will provide Jolet with all mformation necessary to allow Jolict to complete an open-
book review of the result of the study as it relates to folict. In addition. Jolict may, at its
option, conduct a comprehensive audit of the cost of service study not more often than
once every five vears. and, m addition, forany year in which the cost of service to Jolict
ncreases by Five pereent or more over the prior year.

The amnual cost of service study will be performed using audited financuals m
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15.3.

conjunction with other information available:
I. todetermine the actual cost of service to Chicago to provide Water to Joliet lor
the prior year (the “Audited AWWA Rate™); and
2. toestimate what that cost of service to Chicago to provide Water to Jolict will
be in the following year (the “Projected AWWA Rate™).
Cost of Service Supporting Information. The Parties acknowledge that as of the date of
this Agreement, there is certain information that is not yet available relating to certain
clements of the cost of service that are needed 10 complete the cost of service analysis.
Chicago agrees that to the extent practicable based on the information available to
Chicago. Chicago shall provide such information prior to the exccution of the Water
Supply Agreement, such that the cost of service will be mutually agreed upon based on
the information provided. Chicago acknowledges that as part of its annual audits of the
City of Chicago Department of Water Management Water Fund beginning no later than
December 31, 2027 or such information being recorded such that it is included in the
2028 calendar/fiscal year audit, Chicago shall collect the information as agreed upon by
the Parties under the Water Supply Agreement which shall relate to the elements of the
cost of service needed to complete the cost of service analysis.

Limitations on Cost of Service. The- Parties acknowledge and agree that Jolict’s cost of
service will exclude, without limitation, and to the cxtent practicable based on the
information avatlable to Chicago, the costs incurred by Chicago: (i) to replace the lead
water scrvice lines of Chicago’s retail water customers, (ii) to install new or replacement
water meters of Chicago’s retail water customers, (iii) to replace Chicago’s water
transmission and distribution mains (other than those facilitics listed in Section 15.2(a)
above), (iv) for administrative and all other functions, activities, costs and expenscs
performed or incurred by DWM or other Chicago departments that do not directly pertain
to the clements of water service and delivery used to provide water scrvice to Joliet.
including without limitation items such as retail customer service, rctail customer billing,
and retail water distnibution system mains, (v) to pay any amounts due to Chicago
employces who do not perform work that pertains to the elements of water service and
delivery used to provide water service to Joliet, including without limitation for wages,
salaries, employee bencfits, and pension contributions, and (vi) to pay any amounts duc
to the pension fund for Chicago employecs that are attributable to work performed prior
to the date of first delivery of” Water to Jolict or any contributions made to that pension

. tund to cover work performed prior to the date of first delivery ot Water to Joliet.

Resolution of Water Charge Disputes. The Water Supply Agreement will provide a.

mutually agreed-upon process forreview and resolution of any disputes regarding thc charges for Water
furnished to Joliet.

15.4.

Changes Attecung Water Charees.

Process for Review. The Parties will negotiale and agree to a process to be included in
the Water Supply Agreement. loruse by the Parties (o review possible changes in service
or circumstances and determine whether and how those changes can be addressed in the
charges For Water pid by Joliet. These changes may include: (a) catastrophic cvents
mpacting the Chicago Water System, the New Water Supply Infrastructure or the Jolict
waler system; (b) material changes in the laws and regulations governing the operation
of the Chicago Water System and the production and quality of Water provided to lohet:
(¢) matenal changes in the rate structure used by Chicago 1o estabhish the Uniform Water
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Rate; (d) changes in the M1 Manual that may affect the calculation of the annual cost of
service study; and (¢) other items mutually agreed by the Parties.

b. Rate Increases Qutside of Maximum Increase. Notwithstanding the agreement of the
Partics to include a process to be included in the Water Supply Agreement pertaining to
possible changes in water charges pursuant to Scection 15.4(a), the Parties agree that the
Annual Rate Adjustment to the Wholesale Water Rate pursuant to Scction 15.1(b) shall
apply except tor those portions of the cost of service study calculations for the Wholesale -
Water Rute to the extent that Chicago has incurred costs due to the occurrence of one of
the following: (i) catastrophic cvents caused by Force Majeure impacting the Chicago
Water System or the New Water Supply Infrastructure for which there is insufticicnt
commercial insurance 1o cover any losses incurred (each a “Catastrophic Event™); or (11)
material changes in the laws and regulations governing the operation of the Chicago
Water System and New Water Supply Infrastructure and the production and quality of
Water provided to Jolict but not including laws and rcgulations that require additional
waler treatment where the operational requirement could be met with advanced water
treatment technology consisting of ozonation and biologically active granular activated
carbon (GAC) filters (each a “Regulatory Change™) In the cvent of any Catastrophic
Event or Regulatory Change under this section, Chicago shall provide noticc to Joliet in
the manner provided in the Water Supply Agreement and provide such data and
information to Jolict to demonstrate the costs Chicago believes it has incurred in
connection with the Catastrophic Event or Regulatory Change. The Parties may agree to
include additional procedures in the Water Supply Agreement in connection with these
exceptions to the application of the Annual Rate Adjustment to the Wholesale Walter Rale.
Chicago and Jolict agree to collaborate and dcfine how fluctuations in the Annual
Average Day Demand and Maximum Day Demand (and its effect on peaking factor)
affect annual changes in water rates and their treatment with respect to the Maximum
Limit. The Partics agree that such trcatment will be reflected in the Water Supply
Agrcement.

SECTION 16. WATERSUPPLY AGREEMENT—ASSIGNMENT

16.1.  The Parties acknowledge that Joliet has engaged in discussions with other municipalities
in the southwest suburban region regarding the possibility of forming a regional water commission that
would be a separate unit of government created under Illinois law (*Regional Water Commission™).

16.2. loliet agrees to provide penodic updates to Chicago regarding the status of activities
relating to the possible formation of a Regional Water Commission.

16.3. If a Regional Water Commission is established, Joliet may wish to assign Lhe Water
Supply Agreement. as well as any real cstate agreements related to the Water Supply Agreement to
which Joliet is a party. to the Regional Water Commission subsequent to the cstablishment ot the
Regional Water Commiission ("Assignment™). [ Joliet wishes to make the Assignment. prior to said
Assignment:

a. Johiet will provide notice to Chicago of its intent to make the Assignment (“Assignment
Notice™) not less than Y0 days prior to the date on which Johet proposes the Assigniment
will become effective. The Assigniment Notice shall mclude an explanation of the legal
status of the Regional Water Commission, its member communities and their respective
water supply reguirements. as well as anticipated activities by Jolict and/or the Regional
Water Commission that are expected or required 1o occur within 90 days following the
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proposed eftective date for the Assignment.

b. Jolict and Chicago agree to review the proposed Assignment to determine whether any
terms and provisions of the Water Supply Agreement would require: (1) adjustments to
be consistent with State law applicable 1o the Regional Water Commission, including the
length of the term of the Water Supply Agreement; (i) in light of the water supply
requirements of the Regional Water Commission, adjustments related to Water quantity
and Subscquent Purchasers; and (iil) adjustments to reflect any other mutually agreed -
upon subject, such us provisions regarding the length of the Term of the Water Supply
Agrcement.  Joliet and Chicago agree to promptly and jointly prepare any necessary
written amendments to the Water Supply Agreecment based on such review (“*Assigniment
Amendments”) and provide the proposed Assignment Amendments to the Regional
Water Commission for review within 60 days following the Assignment Notice or
provide a written statement to the Regional Water Commission that no amendments are
required. The Partics agree to work in good faith with the Regional Water Commission
to reach agreement on the Assignment Amendments.

Chicago and Joliet cach agree to take such actions as are necessary to promptly approve
the Assignment with any agreed-upon Assignment Amendments not less than 90 days
. after the Assignment Notice, contingent on acceptance of the Assignment with such
Assignment Amendments by the Regional Water Commission.

o

16.4.  Otherthan the Assignment described in Section 16.3 above, the Water Supply A greement
and the duneb obligations and requirements therein, shall not be assigned or transferred by either Pany
without the prior written consent of the other Party.

16.5. Chicago agrees that it will not sell the Chicago Water System during the Term of the
Water Supply Agrcement, unless otherwise agreed to by Joliet.

16.6  Intheevent that, without the prior written consent of Joliet, Chicago: (i) sells, or executes
a contracl to scll, the Chicago Water System or (i) assigns. or cxecutes a contract to assign, this
Agreement or the Water Supply Agreement, Jolict may cxercisc any of its rights or remedics at Jaw or
in equity.

SECTION 17. WATER SUPPLY AGREEMENT—THE PARTIES’ COMMITMENT TO
TRANSPARENCY AND COLLABORATION

17.1. Advsisory Plan. The Parties agree to collaborate to develop a plan (“Advisory Plan™) that
reflects the Partics” commitment to transparency and collaboration with respect to the long-term
relationship of Jolict and Chicago for a rehable supply of Water to Joliet on a cost-effective basis.

17.2.  Advisory Council.

a. Council Membership Goals. The Parties will collaborate to develop an Advisory Council
composed ol representatives from Chicago, Joliet, and the other municipalitics and
cntitics that are. or arc under contract to become. wholesale purchascrs of Water trom
Chicago (with Joliet collectively. the*Members™, individually a “Member™). The primary
goals of the Advisory Counetl will be to (1) obtan meaningful input and feedback from
Chicago and the Membuers regardmyg the management, operation, and financiul aspects.
ncluding Watcer rates and capital investments, of the Chicago Water System. (2) establish
standmg mechanisms for regutar and enhanced communication between Chicago and the
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Members, (3) collaborate on water supply and water policy issues in northeastemn [linois,
and (4) provide a process for the Members to make recommendations for Chicago’s
consideration as it relates to the rehiable and cost-eftective delivery of Water.  ‘The
Advisory Council’s primary goals as stated hercin. and its tasks and function as stated in
this Agreement shall not pertain to Water issues relating to retail customers. Member
representatives on the Advisory Council shall be employees or staff of the Member, in
order toestablish working relationships among the Members and Chicago regarding goals
and tasks of the Adwvisory Council. The Partics agree that the target date for establishing
the first Advisory Council is June 30, 2022, or as otherwise agreed to by the Parties. The
Advisory Council shall meet at least once during the calendar quarter during the Term.

Advisory Council Tasks. The Water Supply Agreement will provide that tasks assigned

to the Advisory Council shall be generally in furtherance of the goals described in Section
17.2{a) ot this Agreeiment and shall include, without limitation. thosc listed in Attachment
A attached hereto and incorporated herein, and shall provide that Chicago shall devote
the necessary resources to supporting the activities of the Advisory Council and intends
to dedicate one employed staft member for said purpose. Chicago’s Chiel Financial
Ofticer and the Commissioner of DWM shall share the responsibilities of collaboration
with the Advisory Council. Any non-public information provided to the Advisory
Council shall be used by the Advisory Council in accordance with applicable law, as well
as the provisions under any non-disclosure or confidentiality agreements that Chicago
may require to be exccuted by the Members of the Advisory Council, and to the extent
authorized by applicable law. In the event of a future vacancy in the position of
Commissioner of DWM, Chicago will appoint a new Commissioner of DWM with the
qualifications to lead the operation and management of DWM in a way that it continues
to provide quality Water to all of the customers of the water system. In all decision-
making, DWM will follow its mission of protecting the public health in the most
cnvironmentally and fiscally responsible manner by delivering a sufficient supply of
exceptional quality water and efficiently managing wastc and stormwater.

Advisory Council Voting. The Advisory Council will vote to make recommendations for
Chicago’s consideration. For votes concerning the Chicago Water System as a wholc,
cach Member will have voting rights allocated based on its proportionate share of total
Water allocations for all wholesale Customers of the system. For votes concerning
aspects of the Chicago Water System that affect or serve only a portion of the Members,
cach of the affected Members will have voting rights based on its proportionate share of
total Water allocations of those Members. Criteria to determine whether or not Members
are “affected” Members shall be developed by the Parties. The votes of Chicago alone
will not be sutficient to establish a majority or supermajonty vote. The Partics shall
collaborate on specifying in the Advisory Plan the details as to Mcmbers’ voting rights
and the appropriate occasions lor such votes.

Action_on Recommendations. The Advisory Council shall provide its recommendations
to the Commissioner of DWM and a copy to the CFO. Members that disagree with any
majority recommendations may submit a minority report or recoimnendation 1o the
Commwssioner of DWM and a copy to the CFO stating their positions on the matter.
Within 90 days alter receipt ol any recommendation, the Commissioner of DWM shall
notify the Advisory Council m writing whether the Commissioner of DWM will accept
and implément the recommendation. reject the recommendation without implementation.
or accept m part and reject 1 opart. and the reasons for the action. 1f a recommendation
ol the Advisory Councibis rejected by the Commissioner of DWM, the Commissioner of
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DWM shall report said recommendation to members ol the City Council and Chicago
shall notify the Members of the Advisory Council that a report of such a recommendation
has been filed with the members of the City Council.

e Advisory Council Working Groups. The Advisory Council may establish certain specific
goals. and may cstablish working groups nccessary in order to execute specific goals
(collectively. “Working Groups™ and cach separate group a “Working Group™). Working
Groups shall meet when necessary based on pending work and matters referred to them,
and may make recommendations 1o the Advisory Council. Members may appoint
individuals to Working Groups, based upon the individual’s relevant expertisc on the
subject matter considered in each Working Group.

17.3. Chicago Staff Liaisons. The Water Supply Agreement will include language continuing
the practice of designated key statf liaisons from Chicago to Jolict as described in SLC(IOI’] 3.7 of this
Agreement.

17.4.  Chicago Support. The Water Supply Agreement will include language continuing the
type of support and assistance by Chicago to Jolict in Joliet’s efforts to implement the Water Supply
Agreement as described in Section 3.8 ol the Preliminary Agreement.

17.5. Regional Collaboration. Chicago is committed to deepening regional cooperation and
collaboration by exploring the futurc possibility of a more formalized regional water structure on issucs
relating to water system and water supply operation, maintenance, improvements and rale-setting.

SECTION 18. INDENMNIFICATION

18.1.  The Parties agree that the Water Supply Agreement will include appropriate language to
addressthe allocation of certain risks in this transaction, and that the Parties will reach mutual agreement
on a provision establishing the scope and process for indemnification and holding each other harmless
with respect to the Water Supply Agreement.

18.2. Johet shall, to the extent permitted by law, indemnify, keep and save harmless Chicago,
.its agents, ofTicials, and employees, against all losses, damages, claims, suits, liabilities, judgments, costs
and expenses, including costs described in and duc pursuant to Section 4.6(b) of this Agreement, which
may anywisc accruc against Chicago as a conscquence of this Agreement or which may in anywise result
therefrom.

18.3.  Chicago shall, to the extent permitted by law, indemnify, keep and save harmless Joliet,
its agents, ofticials, and employecs. agamst all losses, dumages, claims, suits, labilitics, judgments, costs
and expenses, including costs described in and due pursuant to Section 4.6(a) of this Agreement, which
may anywise accrue against Joliet as a consequence of this Agreement or which may in anywise result
therefrom.

SECTION 19. FORCE MAJEURE

19.1. The term Force Majeure™ as used i this Agreement shall mean the event caused by acts
of God, and other events including but not Iimwted to matenial damage or destruction by fire or other
casualty. acts of terronsm. riots, demonstrations. pandemics. and other events or conditions beyond the
rcasonable anticipation or control of the Party affected. which in tfact interferes with the ability of such
Party to discharge its obhizations underthns Agreement.,
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19.2. The Pany affected by Force Majeure shall, upon the occurrence of the Force Majeure
event, immediately give wntten notice and Full particulars of such Force Majeure event to the other
. Party.

19.3.  The obligation of the Party giving sulch notice, so far as it is atfected by such Force
Majeure, shall be suspended during the continuance of the inability cloimed, but no longer.
!

SECTION 20. NOTICE

For purposes of this Agreement, unless otherwise specified, any notice, demand or request
required hereunder shall be given in writing at the addresses set forth below, by any of the following
means: (a) personal service; (b) electronic communications, such as facsimile or email; (c) ovemight -
courier; or (d) registered or certificd, first class mail, return-receipt requested.

It to Chicago:

City ol Chicago

Department of Water Management — Commissioner’s Office
1000 East Ohio Street

Chicago, Illinois 6061 | :

Attention: Acting Commissioner !

Email: andrea.cheng@cityolchicago.org

With a copy to:

- City of Chicago
City Hall
121 North LaSalle Street -7 Floor
Chicago, Illinois 60602
Attention: Chief Financial Officer
Email: Jennie.Bennett@entyofehicago.org

With a copy to:

City of Chicago

Department ot Law

121 North LaSalle Street -6 Floor

Chicago, IHlinois 60602

Attention: Finance and Economic Development Division
Email: James.McDonald@cityofchicago.org

It to Johiet:

City of Jolict

150 West Jefferson Street

Johet. [Himois 60432

Attention® Director ot Public Unilhities
Emanl: aswisher(a johet.gov

With a copy to:



City of Jolict
150 Wesl Jefterson Strect
Jolict, 1Hinois 60432
Attention: City Manager

Email: jo.\ietcilymanz\gcr@,_\ohel.go\f

[Signahue Page Follows]

)
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IN WITNESS WHEREOF, the City of Chicago and the City of Joliet have caused this
Agreement to be executed by their respective officials on the dates as shown.

CITY OF CHICAGO, : CITY OF JOLIET,
an IHinois home rule municipat corporation an llinois home rule municipal corporation
By: By:

Andrea R.H. Cheng, Ph.D ., P.E. Robert O’Dekirk

Acting Commissioner Mayor

Department of Water Management

Date: Date:

ATTEST:

By:

Christa M. Desiderio
City Clerk

Prehnvmary Agrecmient With Respect to An Anucipated Water Supply Agreement

Bevween the Ciy of Clncago and the Cuy ot Johet



ATTACHMENT A

ADVISORY COUNCIL TASKS

The Advisory Council’s functions include, without limitation, the following:

L Review on an annual basis, the Capital Improvement Program of the Chicago Water
System and infonm the wholesale customers about scheduled capital improvements, routine
operation and maintcnance that may. i part, impact wholesale customers;

2. Periodically review and cvaluate the rates, rate methodology, and performance of
the Chicago Water System based on the mformation fumished by Chicago. and discuss issues
related to rate sctting mcthodology, ‘the status of any ratc adjustments, and thc inputs and
assumptions required for the annual cost of service study for wholesale customers;

3. Review and provide input on the budget components for the Chicago Water System
in connection with Chicago’s annual budget process;

4. "Collaborate regarding matters affecting the water industry and customers of the
Chicago water system and supply of water in the northeastern Iilinois region, including
development and implementation of water policy as well as public information and education;

5. Encourage continucd and ongoing day-to-day coimmmunications between operators
of the Chicago Water System and opcrators of the wholesale customers” water systems;

6. Review Lake Michigan water use requircments, non-revenue water reduction, and
the impact of potential future wholesale and other large quantity customers on the Chicago Water
System;

7. Provide input regarding the quality and source of raw Lake Michigan water as well
as treated Lake Michigan water provided by Chicago to the wholesale customers;

8. Provide input to Chicago to develop appropriate methods for, and to improve,
operational coordination in the operation of the Chicago Water System as it delivers Lake
Michigan water to the wholesale customers;

9. Review, discuss and communicate regarding potential and actual events that may
result in planncd curtailment or planned shut-downs of, or other impacts on, the Lake Michigan
water supply;

10. While acknowledying that Chicago is subject to apphlicable provisions under the
Municipal Codceand other procurement rules and regulations, suggest, review and provide input
to Chicago on cost effectiveness and cost control initiatives in contractual services, commoditics
and services provided by Chicago dircetly related 1o Chicago’s provision of Lake Michigan water
10 wholesale customers where Chicago provides support and services to the DWM;

. Review and communicate regarding changes or adjustments to Chicago waler rates
and rate methodology For Lake Michigan watcer:
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12. Review and discuss operational cost cffectiveness and cfficiencics atfecting water
rates;
13. Conduct a review of the billing procedures, schedules and invoices. from Chicago

to the wholesale customers who are Members of the Advisory Council, and any changes or
adjustments to the rate; and

14. Review Chicago’s debt schedules and financing plans pertaining to the Chicago
Water System, as well as any costs allocated to the wholesale customers.

‘v
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OFFICE OF THE MAYOR

CITY OF CHICAGO

LORI E. LIGHTFOOT
MAYOR

January 27, 2021

TO THE HONORABLE, THE CI'TY COUNCIL
OF THE CITY OF CHICAGO
Ladies and Gentlemen;

At the request of the Chiet Financial Officer, I transmit herewith an ordinance
authorizing the Department of Water Management to enter into a revised Water Supply
Preliminary Agreement with the City ot Joliet.

Your favorable consideration of this ordinance will be appreciated.

Very truly yours,




APPROVED APPROVED

CORPO]@ON COUNSEL AYOR

DATED:__ 2/ 25/ DATED:___2/257/3./




