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April 25,2002

RACINE AREA INTERGOVERNMENTAL SANITARY
SEWER SERVICE, REVENUE-SHARING, COOPERATION
AND SETTLEMENT AGREEMENT

This Racine Area Intergovernmental Sanitary Sewer Service, Revenue-Sharing,
Cooperation and Settlement Agreement (this agreement, as amended or otherwise modified
pursuant to its terms from time to time, is hereinafter referred to as this “Agreement”) is entered
into as of the 31st day of December, 2001, by and between the City of Racine, which includes
the Racine Wastewater Utility (the “Racine Utility”’), a quasi-independent division of the Racine
city government (collectively, “Racine”), the Racine Wastewater Utility Commission, which is
the governing body of the Racine Utility and an intergovernmental commission established by
this Agreement pursuant to Wis. Stat. § 66.0301 (the “Wastewater Commission”), and some or
all of the following local governmental entities: the Town of Mt. Pleasant (“Mt. Pleasant”), the
Mt. Pleasant Sewer Utility District No. 1 (“Mt. Pleasant No. 1"), the Town of Caledonia
(“Caledonia”), the Sewer Ultility District No. 1 of the Town of Caledonia (“Caledonia No. 1"),
the Crestview Sanitary District (the “Crestview District”), the North Park Sanitary District (the
“North Park District), the Village of Sturtevant (“Sturtevant”), the Village of Sturtevant Water
and Sewer Utility (the “Sturtevant Utility”), the Village of ElImwood Park (“Elmwood Park”™),
the Village of Wind Point (“Wind Point”), the Village of North Bay (“North Bay”), the Town of
Yorkville (“Yorkville”), the Yorkville Sewer Utility No. 1 (“Yorkville No. 1"), the Town of
Raymond (“Raymond”), the Raymond Heights Sanitary District (the “Raymond Helghts
District”) and the Town of Somers (“Somers”).

WITNESSETH:

1. WHEREAS, Racine, through its Racine Utility, owns and operates a wastewater
treatment facility (the “Wastewater Treatment Facility”), certain wastewater interceptors and
certain wastewater pumping, storage, drying and related sewerage facilities (collectively, the
“2001 Sewer Service Facilities™) listed on the attached Exhibit A, which is incorporated by
reference, for the purpose of providing its public sanitary sewer service (“Sewer Service™) to
Racine and to all or portions of a number of outlying communities; and

2. WHEREAS, the 2001 Sewer Service Facilities are operated, maintained,
replaced, improved and accounted for separately from other wastewater collection and
conveyance facilities tributary to the Wastewater Treatment Facility that are owned and/or
operated by or for Racine, the other Parties or other non-Party local governmental entities




receiving Sewer Service, for their respective individual purposes (collectively, the “Collection
Facilities”); and

3. WHEREAS, Racine entered into 20-year Sewer Service agreements with some of
the outlying communities in or about 1977 (the “1977 Sewer Service Agreements”), pursuant to
which Racine provided Sewer Service to at least certain areas of all of the initially Anticipated
Outlying Parties except Yorkville No. 1, Yorkville, the Raymond Heights District and Raymond,
either directly or through intermediary arrangements, until those agreements expired and
terminated by their terms on December 31, 1996; and

4. WHEREAS, since the expiration and termination of the 1977 Sewer Service
Agreements, Racine has continued to provide Sewer Service directly to the outlying
communities that were previously receiving Sewer Service, pursuant to terms and conditions
prescribed in Chapter 98 of the Racine Code of Ordinances, but Racine has declined to construct
any new Sewer Service Facilities to serve the future growth needs of any of the outlying
communities without a new and satisfactory intergovernmental Sewer Service agreement; and

5. WHEREAS, a number of significant unresolved disputes and issues prevented
Racine and the outlying communities from negotiating a new Sewer Service agreement promptly
after the expiration and termination of the 1977 Sewer Service Agreements; and

6. WHEREAS, Racine, through its Racine Utility, caused a facilities plan for the
upgrading and expansion of the 2001 Sewer Service Facilities through the year 2020 to be
prepared in or about February 1998 (the “1998 Facilities Plan”), making clear in Appendix K
thereof that the 1998 Facilities Plan would be implemented only if and to the extent that a new
and satisfactory Sewer Service agreement could be consummated with the outlying communities;
and

7. WHEREAS, the 1998 Facilities Plan provided for three categories of
recommended sewerage improvements (collectively, the “1998 Recommended Improvements™):
(1) certain improvements to the 2001 Sewer Service Facilities to cure deficiencies in handling
wet weather flows, which improvements are needed even if no additional sewer extensions are
constructed (collectively, the “Deficiency Work™) (the improvements constituting the Deficiency
Work are set out in Exhibit B, which is incorporated by reference); and (2) certain additional
improvements to the 2001 Sewer Service Facilities to provide expanded wastewater treatment
capacity to serve the anticipated future growth needs of the Anticipated Parties through the year
2020 (collectively, the “Future Growth Work”, which improvements are set out in Exhibit B)
within the planning area of the 1998 Facilities Plan (the “1998 Facilities Planning Area”), shown |
on the attached Exhibit J, which is incorporated by reference; and (3) certain other improvements ’
to the individual Collection Facilities of Racine and the outlying communities already receiving
Sewer Service to reduce inflow and infiltration by 10%; and

8. WHEREAS, the Wisconsin Department of Natural Resources (the “DNR”)
approved the 1998 Facilities Plan on June 10, 1999; and
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9. WHEREAS, in December 1998, the average daily flows, peak daily flows and
peak hourly flows of each of the Anticipated Parties were recalculated, and are summarized in
the attached Exhibit C, which is incorporated herein by reference; and

10.  WHEREAS, the recalculated flow figures in Exhibit C have been accepted as
accurate estimates by the Anticipated Parties and will be used in this Agreement as the basis for
allocating to the Parties both (1) wastewater treatment capacity and wastewater conveyance
capacity, and (2) the capital costs of providing the 1998 Recommended Improvements to the
2001 Sewer Service Facilities, assuming that all of the 1998 Recommended Improvements are
constructed; and

11.  WHEREAS, the proposed allocation to the Anticipated Parties of the wastewater
treatment capacity and the wastewater conveyance capacity to be created by the 1998
Recommended Improvements to the 2001 Sewer Service Facilities is set out on the attached
Exhibits E and F, which is incorporated by reference only for the purpose of general information;
and

12. WHEREAS, estimated costs of the 1998 Recommended Improvements to the
2001 Sewer Service Facilities, as of September 2000 are approximately $79,347,500, as detailed
in the attached Exhibit B, which is incorporated by reference only for the purpose of general
information; and

13. WHEREAS, the 2001 Sewer Service Facilities must be upgraded to continue
providing high quality, reliable and environmentally acceptable Sewer Service to Racine and to
the areas of the outlying communities already receiving Sewer Service, and must be expanded to
accommodate the future growth needs of Racine and the outlying communities over the next 20
years (the 2001 Sewer Service Facilities, as upgraded, expanded or otherwise improved from
time to time are hereinafter referred to as the “Sewer Service Facilities”); and

14.  'WHEREAS, the Parties to this Agreement recognized that if they failed to
achieve an agreement that fairly and reasonably served the legitimate needs and interests of all of
the Parties, an opportunity would be missed to finance the Future Growth Work with low-cost
Clean Water Fund Financing and the Parties would probably find themselves in prolonged,
difficult and expensive litigation, which might have a substantially adverse impact on the
economic and social well-being of the greater Racine area for many years to come; and

15. WHEREAS, the Parties to this Agreement are desirous of compromising, settling
and amicably resolving their differences, and of equitably sharing both the costs and benefits of
the provision of Sewer Service in the greater Racine area, and of cooperating with one another
regarding boundaries, incorporation, certain cross-boundary issues and the financing of certain
intergovernmental services, all in accordance with this Agreement, and of achieving the very
considerable individual and synergistic benefits and advantages of a long-term cooperative
relationship between the Parties; and

16.  'WHEREAS, each of the Parties receiving Sewer Service pursuant to this
Agreement understands that it is likely to run short of allocated wastewater treatment capacity




and/or allocated Wastewater conveyance capacity prior to the year 2020 if it fails to eliminate
10% of the existing inflow and infiltration to its own sewerage system, as envisioned by the 1998
Facilities Plan, or otherwise fails to exercise reasonable control over and eliminate excess
infiltration and inflow.

NOW, THEREFORE, in consideration of the mutual provisions of this Agreement and
other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged by each of the Parties, and pursuant to Wis. Stat. §§ 66.0301, 66.0305, 62.11(5)
and other applicable provisions of the Wisconsin Statutes, the Parties hereby agree as follows:

I DEFINITIONS

The following words, phrases or abbreviations, as used in this Agreement, are defined
below. For convenience, such defined terms are written in this Agreement with initial capital
letters. Defined terms can be combined to form new and additional defined terms, e.g. “SSR
Party” and “Outlying Party” can be combined to form “Outlying SSR Party.”

1.1

1.2

1.3

14

1.5

1.6

1.7

Act. “Act” means The Federal Water Pollution Control Act, also known as the
Clean Water Act, as amended, 33 U.S.C. 1251, et seq., as amended or
supplemented or recreated from time to time.

Adjunct Party. “Adjunct Party” means a Related Party to which a principal Party
has delegated the performance of certain specified functions pursuant to this
Agreement, for which the principal Party remains responsible.

Agreement. “Agreement” means this Racine Area Intergovernmental Sanitary
Sewer Service, Revenue-Sharing, Cooperation and Settlement Agreement, as
amended or otherwise modified pursuant to its terms from time to time.

All Applicable Laws. “All Applicable Laws” means all applicable statutes,
ordinances, regulations, policies, regulatory permits or approvals (including,
without limitation, any WPDES Permit, any approved Facilities Plan, any
approved Sewer Service Area), judgments, orders or other laws to which the
Racine Utility and the Wastewater Commission are subject, as enacted, amended,
modified, recreated, supplemented, issued, promulgated, declared or entered from
time to time.

Allocated Conveyance Capacity. See definition for “Conveyance Capacity
Allocation”, below.

Allocated Treatment Capacity. See definition for “Treatment Capacity
Allocation”, below.

Anticipated Parties. “Anticipated Parties” means the following local
governmental entities in the greater Racine area which the Parties as of the
Effective Date of this Agreement anticipate may join this Agreement in the
foreseeable future: the Racine Wastewater Utility Commission, the City of




1.8

1.9

1.10

1.11

Racine, the Town of Mt. Pleasant, the Mt. Pleasant Sewer Utility District No. 1,
the Town of Caledonia, the Sewer Utility District No. 1 of the Town of
Caledonia, the Crestview Sanitary District, the North Park Sanitary District, the
Village of Sturtevant, the Village of Elmwood Park, the Village of Wind Point,
the Village of North Bay, the Town of Yorkville, the Yorkville Sewer Utility No.
1, the Town of Raymond, the Raymond Heights Sanitary District, the Town of
Somers, the Town of Somers KR Sewer Utility District. “Anticipated Parties”
shall be deemed to include any city, village, town, or sewerage-related special
purpose district which is created by the Anticipated Parties listed in Section 2.1 of
this Agreement, or any of them, or which is created so as to consist of or include
any of the territory of such Anticipated Parties, or any of them, at any time.

Average Daily BOD Loading. “Average Daily BOD Loading” means the total
amount of BOD (biochemical oxygen demand) contained in the Wastewater
generated by or within the Designated SSR Territory of a SSR Party and
discharged to the Sewer Service Facilities of the Racine Utility or to any sewer or
other sewerage facility that is tributary to the Racine Wastewater Treatment
Facility (but excluding Hauled Wastewater discharged at the Wastewater
Treatment Facility with the consent of the Racine Utility) during any 365-day
period, divided by 365, and usually expressed in terms of pounds per day.

Average Daily Flow. “Average Daily Flow” means the total volume of
Wastewater generated by or within the Designated SSR Territory of a SSR Party
and discharged to the Sewer Service Facilities of the Racine Utility or to any
sewer or any other sewerage facility that is tributary to the Racine Wastewater
Treatment Facility (but excluding Hauled Wastewater discharged at the
Wastewater Treatment Facility with the consent of the Racine Utility) during any
365-day period, divided by 365, and usually expressed in terms of millions of
gallons per day.

Average Daily P Loading. “Average Daily P Loading” means the total amount of
P (phosphorus) contained in the Wastewater generated by or within the
Designated SSR Territory of a SSR Party and discharged to the Sewer Service
Facilities of the Racine Utility or to any sewer or other sewerage facility that is
tributary to the Racine Wastewater Treatment Facility (but excluding Hauled
Wastewater discharged at the Wastewater Treatment Facility with the consent of
the Racine Utility) during any 365-day period, divided by 365, and usually
expressed in terms of pounds per day.

‘Average Daily TSS Loading. “Average Daily TSS Loading” means the total

amount of TSS (total suspended solids) contained in the Wastewater generated by
or within the Designated SSR Territory of a SSR Party and discharged to the
Sewer Service Facilities of the Racine Utility or to any sewer or other sewerage
facility that is tributary to the Racine Wastewater Treatment Facility (but _
excluding Hauled Wastewater discharged at the Wastewater Treatment Facility
with the consent of the Racine Utility) during any 365-day period, divided by 365,
and usually expressed in terms of pounds per day.




1.12

1.13

1.14

1.15

1.16

1.17

1.18

1.19

1.20

Banked Allocated (Treatment or Conveyance) Capacity. “Banked Allocated
(Treatment or Conveyance) Capacity” means allocated capacity paid for in the
first instance by the Wastewater Commission and made available to the SSR
Parties in accordance with this Agreement.

BOD. “BOD” means biochemical oxygen demand, which is the quantity of
oxygen utilized in the biochemical oxidation of organic matter under standard
laboratory procedures in five days at 20 degrees Centigrade.

Bypassing. “Bypassing” means the discharge of untreated Wastewater to the
environment.

Capital Costs. “Capital Costs” means any and all expenditures (i.e. total project
costs) for the planning, design, purchase, installation, construction and/or other
provision of long-term improvements to the Sewer Service Facilities of the
Racine Utility, including, without limitation, administrative costs of bonding or
financing, any related costs for obtaining permits and approvals, and related
attorneys' fees and consultants' fees.

Capital Reserve Account Funds. “Capital Reserve Account Funds” means funds
of the Racine Utility that accumulate when annual recovery of depreciation and
ROI exceeds annual debt service and cash financed capital projects, plus interest
earned on fund balances. The Capital Reserve Account Funds are separate and
distinct from any Replacement Reserve Fund that may be required as a condition
for obtaining Clean Water Fund Financing.

Categorical Pretreatment Standards. “Categorical Pretreatment Standards” means
any regulation containing Pollutant discharge limits promulgated by
Environmental Protection Agency in accordance with Sections 307(b) and (c) of
the Act (33 U.S.C. 1317) which apply to a specific category of Users and which
appear in 40 CFR, chapter I, subchapter N, parts 405 through 471, as amended or
supplemented from time. ‘

Clean Water Fund Financing. “Clean Water Fund Financing” means financial
assistance received from the State of Wisconsin pursuant to Sections 281.58 and
281.59 of the Wisconsin Statutes.

Collection Facilities. “Collection Facilities” means Wastewater collection and
conveyance facilities, other than the Sewer Service Facilities, that are tributary to
the Wastewater Treatment Facility and owned and/or operated by or for any of the
Parties, or any of the other local governmental entities receiving Sewer Service,
for their respective individual purposes, as such facilities may be upgraded,
expanded, or otherwise modified or improved from time to time. (As used in this
Agreement, “Collection Facilities” are mutually exclusive of “Sewer Service
Facilities™.)

Construction Cost Index. “Construction Cost Index” means the composite index
of construction costs, including the costs of materials and labor for 20 U.S. cities,
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1.21

1.22

1.23

1.24

1.25

1.26

1.27

1.28

that measures the increase in such costs over the base year of 1913 as published
monthly by The Engineering News Record.

Conveyance Capacity Allocation. “Conveyance Capacity Allocation” (or
“Allocated Conveyance Capacity”) means the right of a Party, pursuant to and in
accordance with this Agreement, to discharge Wastewater to a particular
Interceptor or other conveyance facility of the Sewer Service Facilities, or to a
particular portion thereof, or to a sewer or other sewerage facility that is tributary
to a particular Interceptor or other conveyance facility of the Racine Utility or to a
particular portion thereof, up to but not in excess of a maximum prescribed rate,
which is quantified and expressed in terms of millions of gallons per day of Peak
Hourly Flow.

Cost-Benefit Balance. “Cost-Benefit Balance” (of this Agreement) means the
carefully structured balance of benefits and costs or burdens which the Parties
extensively negotiated and have accepted in this Agreement, some of the major
elements of which are set forth in Section 12.8 of this Agreement.

>

Cost of Service Cost-Based Allocation. “Cost of Service Cost-Based Allocation’
means a combined Cost of Service Study and allocation of the costs to the Parties.

Cost of Service Study. “Cost of Service Study” means the allocation of costs to
various parameters for which the costs were incurred.

Deficiency Work. “Deficiency Work” means the planning, design, installation,
construction and provision of those elements of the 1998 Recommended
Improvements to the 2001 Sewer Service Facilities to cure deficiencies in
handling wet weather flows, which improvements are set out on Exhibit B to this
Agreement, and which would be needed even if no additional sewer extensions
were constructed. (As used in this Agreement, “Deficiency Work” is mutually
exclusive of “Future Growth Work™.)

Designated Territory. “Designated Territory” means the geographical area with
respect to which a Party functions and is required to function, respectively, in its
capacity as a SSP Party, as a SSR Party, as an OAE Party or as a RSP Party.

DNR. “DNR” means Wisconsin Department of Natural Resources or any
successor agency having regulatory authority over the Racine Utility, the
Wastewater Commission and/or the other Parties to this Agreement with respect
to Wastewater collection, conveyance, treatment and discharge.

Domestic Sewage. “Domestic Sewage” means Sewage discharged from the
sanitary conveniences of dwellings (including, without limitation, apartments,
motels and hotels), office buildings, factories, commercial establishments,
institutions, and other similar sources, which is free from stormwater, surface
water and cooling water and which is also free from industrial wastes which
require additional treatment.




1.29

1.30

1.31

1.32

1.33

1.34

1.35

1.36

Domestic User. “Domestic User” means a user that generates Wastewater with a
strength equal to or less than Normal Domestic Strength Wastewater, independent
of the quantity of flow discharged.

Effective Date of this Agreement. “Effective Date of this Agreement” means the
date on which Racine, Mt. Pleasant and the Wastewater Commission have duly
approved and executed this Agreement.

EPA. “EPA” means U. S. Environmental Protection Agency or any successor
agency having Wastewater regulatory authority over the Racine Utility, the
Wastewater Commission and/or the other Parties to this Agreement.

Existing Capital Costs. “Existing Capital Costs” means all Capital Costs
expended by the Racine Ultility or assets transferred to the Racine Utility by
Racine before the Effective Date of this Agreement with respect to the Sewer
Service Facilities. Undepreciated Existing Capital Costs are recovered by the
Wastewater Commission through Sewer Service rates.

Expanded Sewer Service Facilities. “Expanded Sewer Service Facilities” means
any new or improved Sewer Service Facilities, the provision of which results in a
Capital Cost, and which results in (or those portions of which result in) an
increase in Allocated Treatment Capacity or Allocated Conveyance Capacity in
the Sewer Service Facilities, and which are reasonably necessary or desirable to
comply with this Agreement and All Applicable Laws or to provide high quality,
reliable and environmentally acceptable Sewer Service to the Parties.

Facilities Plan. “Facilities Plan” means a plan for improvements to the Sewer
Service Facilities, as such term is used in Section NR 110.08 of the Wisconsin
Administrative Code, which must be approved by the DNR.

First Group of Improvements. “First Group of Improvements” means whatever
portion of the 1998 Recommended Improvements that the Wastewater
Commission decides to construct shortly after the Effective Date of this
Agreement, including the Deficiency Work improvements and or all or some
portion of the Future Growth Work improvements.

Future Capital Costs. “Future Capital Costs” means all Capital Costs expended
by the Wastewater Commission after the Effective Date of this Agreement with
respect to the Sewer Service Facilities. Except as is otherwise specifically
provided in this Agreement, Future Capital Costs will be paid for up front by the
SSR Parties, and the Racine Utility will not recover such costs through Sewer
Service rates. (Note, however, that the Capital Costs of the Deficiency Work will
be excluded from Future Capital Costs and will be treated like Existing Capital
Costs, and that the Capital Costs of Minor Unplanned Upgraded Sewer Service
Facilities may be excluded from Future Capital Costs and treated like Existing
Capital Costs, without respect to when such costs are expended.)




1.37

1.38

1.39

1.40

1.41

1.42

1.43

1.44

Future Growth Work. ‘“Future Growth Work” means the planning, design,
installation, construction and provision of those elements of the 1998 -
Recommended Improvements to the 2001 Sewer Service Facilities, exclusive of
the Deficiency Work, which are necessary or desirable to add treatment or
conveyance capacity to serve the future growth needs of the then-existing Parties,
and of any potential New Parties that may join the Agreement thereafter to the
extent that any of the existing Parties desires to front and carry the costs. (As
used in this Agreement, “Future Growth Work” is mutually exclusive of
“Deficiency Work™.)

Grab Sample. “Grab Sample” means a sample taken from a waste stream on a
one-time basis with no regard to the flow in the waste stream and without
consideration of the time the sample is taken.

Hauled Wastewater. “Hauled Wastewater” means Septic Tank Waste (including
holding tank waste, without limitation), Industrial Wastes or any other
Wastewater that is hauled to and discharged into the Sewer Service Facilities or
any sewerage facility that is tributary to the Wastewater Treatment Plant.

Industrial User. “Industrial User” means any User that generates Wastewater with
a strength greater than that of Normal Domestic Strength Wastewater,
independent of the quantity of flow discharged. (Any User identified in the
Standard Industrial Classification Manual of the Office of Management and
Budget, as amended or supplemented from time to time, under any of the
following divisions shall presumptively be considered an Industrial User: (1)
Division A: agricultural, forestry and fishing; (2) Division B: mining; (3)
Division D: manufacturing; (4) Division E: transportation, communications,
electric, gas, and sanitary services; and (5) Division I: services; provided,
however, that the Racine Utility may determine, in its discretion, that such a User
which discharges primarily Domestic Sewage will be treated as a Domestic User
for Sewer Service rate purposes.)

Industrial Wastes. “Industrial Wastes” means any liquid substance discharged or
escaping from any industrial, manufacturing, trade or business process, as
distinguished from segregated Domestic Sewage.

Infiltration. “Infiltration” means water entering a sewer system, including sewer
service connections, from the ground, through such means as the following,
without limitation: defective pipes, pipe joints, connections, or manhole walls.
Infiltration does not include, and is distinguished from, Inflow.

Infiltration and Inflow. “Infiltration and Inflow” (or “T and I”’) means the total
quantity of water entering a sewer system as either Infiltration or Inflow, without
distinguishing the source.

Inflow. “Inflow” means the water entering a sewer system, including sewer
service connections, from such sources as the following, without limitation: roof



1.45

1.46

1.47

1.48

1.49

1.50

1.51

1.52

leaders, cellar, yard, and area drains, foundation drains, sump pumps, cooling
towers, drains from springs and swampy areas, manhole covers, cross connections
from storm sewers and combined sewers, catch basins, storm water, surface
run-off, street wash waters or drainage. Inflow does not include, and is
distinguished from, Infiltration.

Initial Parties. “Initial Parties” means the Parties to this Agreement as of the
Effective Date of this Agreement or within 120 days thereafter.

Instantaneous Maximum Allowable Discharge Limit. “Instantaneous Maximum
Allowable Discharge Limit” means the maximum concentration of a Pollutant
allowed to be discharged at any time, determined from the analysis of any discrete
or composite sample collected, independent of the industrial flow rate and the
duration of the sampling event.

Interceptor. “Interceptor” means a main trunk sanitary sewer.

Interference. “Interference” means a discharge which, alone or in conjunction
with a discharge or discharges from other sources, inhibits or disrupts the
Wastewater Treatment Facility, its treatment processes or operations, or its sludge
processes, use or disposal.

Maintenance. “Maintenance” means the preservation of the functional integrity
and efficiency of a Wastewater conveyance, storage, pumping, treatment or
drying facility, including its processes, equipment and structures. The term
includes preventive maintenance, correctional maintenance and repair of
equipment and other facilities.

Material Change of Circumstances. ‘“Material Change of Circumstances” means
any change of circumstances resulting from judicial, legislative or administrative
actions by federal, state or local authorities, which occurs after December 31,
2001, which is not otherwise specifically provided for in this Agreement, and
which has the effect of materially altering the Cost Benefit Balance of this
Agreement or which disrupts, hampers or obstructs the smooth and efficient
administration of this Agreement (e.g. if the information required for the
calculation of Revenue Sharing Payments under Section 7.1 of this Agreement is
organized differently or published by a different body than is contemplated by this
Agreement). Without limitation, the following shall not be considered to be a
Material Change of Circumstances: (1) Upgraded or Expanded Sewer Service
Facilities are required; or (2) Clean Water Fund Financing is unavailable or is not
available in sufficient amounts for the Future Growth Work improvements.

May/May Not. “May” means that the action referred to is discretionary, but “may
not” or “no Person (or Party, etc.) may” means that the action referred to is
prohibited.

Minor Unplanned Upgraded Sewer Service Facilities. “Minor Unplanned
Upgraded Sewer Service Facilities” means Unplanned Upgraded Sewer Service

10




1.53

1.54

1.55

1.56

1.57

1.58

1.59

1.60

1.61

Facilities costing in the aggregate less than $500,000 each budget year (adjusted
annually in accordance with this Agreement), which costs the Racine Utility may
treat like Existing Capital Costs and recover through Sewer Service rates.

Net Contributing Party. “Net Contributing Party” means a RSP Party that is
required by this Agreement to make a Revenue Sharing Payment in a particular
year.

Net Discharge Of Wastewater. ‘“Net Discharge Of Wastewater” (or any variation
thereof) means a Party’s Total Discharge of Wastewater to the Sewer Service
Facilities or to any sewer or other sewerage facility that is tributary to the Racine
Wastewater Treatment Facility, less all intermingled Wastewater discharged by
other Parties or Anticipated Parties. With respect to Allocated Conveyance
Capacity, Net Discharge of Wastewater may be limited to Wastewater discharged
to a particular interceptor upstream of a particular metering station. (See
definitions of “Wastewater Discharged to the Sewer Service Facilities” and “Total
Discharge of Wastewater”.)

Net Recipient Party. “Net Recipient Party” means a RSP Party that receives a
revenue sharing payment in a particular year.

New Party. “New Party” means any Party which is admitted to this Agreement
after 120 days after the Effective Date of this Agreement. (As used in this
Agreement, “New Party” is mutually exclusive of “Successor”.)

1998 Facilities Plan. “1998 Facilities Plan” means the Facilities Plan, approved
by the DNR on June 10, 1999, to provide Sewer Service to the 1998 Racine
Planning Area to accommodate the anticipated Wastewater flows associated with
projected development within such area through the year 2020 (or with respect to
a few specific facilities, through the year 2030).

1998 Facilities Planning Area. “1998 Facilities Planning Area” means the area
for which Sewer Service is contemplated and planned for through the year 2020
by the 1998 Facilities Plan.

1998 Recommended Improvements. “1998 Recommended Improvements” means
the improvements to the Sewer Service Facilities of the Racine Utility and to the
Collection Facilities of the Anticipated Parties that are described and provided for
in the 1998 Facilities Plan.

Normal Domestic Strength Wastewater. “Normal Domestic Strength
Wastewater” means Wastewater having an average daily TSS concentration of not
more than 250 mg/l, an average daily BOD concentration of not more than 200
mg/l, and an average daily P concentration of not more than 6 mg/1.

OAE Party. “OAE Party” means “ordinance adoption and enforcement Party”, a
Party that adopts and enforces sewer ordinance provisions pursuant to and in
accordance with this Agreement, applicable to its own territory as SSR Party or to

11



1.62

1.63

1.64

1.65

1.66

1.67

1.68

the territory of one or more Related SSR Parties, which territory is receiving or
eligible to receive Sewer Service pursuant to this Agreement.

OMR. “OMR” means “Operation, Maintenance and Replacement”, which are the
combined functions of Operation, Maintenance and Replacement with respect to
the Sewer Service Facilities of the Racine Utility. The costs of OMR are paid for
by the SSR Parties through Sewer Service rates or other sewerage service charges
in accordance with Section 6.4 of this Agreement.

Operation. “Operation” means exercising supervision and control over the unit
processes, structures and equipment of the Sewer Service Facilities, including,
without limitation, administration, planning, financial management, personnel
management, records management, laboratory control, process control, safety and
emergency operations.

P. “P” means phosphorous, as defined in the latest edition of Standard Methods
for the Examination of Water and Wastewater.

Parties. ‘“Parties” means local governmental entities which have approved,
executed and satisfied the conditions of this Agreement, and their Successors.
(“Outlying Parties” means those Parties other than Racine and the Wastewater
Commission.)

Peak Daily Flow. “Peak Daily Flow” means the greatest total volume of
Wastewater generated by or within the Designated SSR Territory of a SSR Party
and discharged to the Sewer Service Facilities of the Racine Utility or to any
sewer or other sewerage facility that is tributary to the Racine Wastewater
Treatment Facility (but excluding Hauled Wastewater discharged at the
Wastewater Treatment Facility with the consent of the Racine Utility) during any
consecutive 24-hour period (or the greatest such volume as of a specified date),
and usually expressed in terms of millions of gallons per day.

Peak Hourly Flow. “Peak Hourly Flow” means the greatest total volume of
Wastewater generated by or within the Designated SSR Territory of a SSR Party
and discharged to the Sewer Service Facilities of the Racine Utility or to any
sewer or any other sewerage facility that is tributary to the Racine Wastewater
Treatment Facility (but excluding Hauled Wastewater discharged at the
Wastewater Treatment Facility with the consent of the Racine Utility) during any
consecutive 60-minute period (or the greatest such volume as of a specified date
and time), and usually expressed in terms of millions of gallons per day.

Peak Monthly BOD Loading. “Peak Monthly BOD Loading” means the greatest
total amount of BOD contained in the Wastewater generated by or within the
Designated SSR Territory of a SSR Party and discharged to the Sewer Service
Facilities of the Racine Utility or to any sewer or any other sewerage facility that
is tributary to the Racine Wastewater Treatment Facility (but excluding Hauled
Wastewater discharged at the Wastewater Treatment Facility with the consent of
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the Racine Utility) during any consecutive 30-day period (or the greatest such
amount as of a specified date), and usually expressed in terms of pounds per day.

Peak Monthly Flow. ‘“Peak Monthly Flow” means the greatest total volume of
Wastewater generated by or within the Designated SSR Territory of a SSR Party
and discharged to the Sewer Service Facilities of the Racine Utility or to any
sewer or any other sewerage facility that is tributary to the Racine Wastewater
Treatment Facility (but excluding Hauled Wastewater discharged at the
Wastewater Treatment Facility with the consent of the Racine Utility) during any
consecutive 30-day period (or the greatest such volume as of a specified date),
and usually expressed in terms of millions of gallons per day.

Peak Monthly P Loading. “Peak Monthly P Loading” means the greatest total
amount of P contained in the Wastewater generated by or within the Designated
SSR Territory of a SSR Party and discharged to the Sewer Service Facilities of
the Racine Utility or to any sewer or any other sewerage facility that is tributary
to the Racine Wastewater Treatment Facility (but excluding Hauled Wastewater
discharged at the Wastewater Treatment Facility with the consent of the Racine
Utility) during any consecutive 30-day period (or the greatest such amount as of a
specified date), and usually expressed in terms of pounds per day.

Peak Monthly TSS Loading. “Peak Monthly TSS Loading” means the greatest
total amount of TSS contained in the Wastewater generated by or within the
Designated SSR Territory of a SSR Party and discharged to the Sewer Service
Facilities of the Racine Utility or to any sewer or any other sewerage facility that
is tributary to the Racine Wastewater Treatment Facility (but excluding Hauled
Wastewater discharged at the Wastewater Treatment Facility with the consent of
the Racine Utility) during any consecutive 30-day period (or the greatest such
amount as of a specified date), and usually expressed in terms of pounds per day.

Person. ‘“Person” means any individual, corporation, partnership, limited liability
company, limited liability partnership, joint venture, municipality, governmental
subdivision, agency, state, nation, or any other entity, including, but not limited
to, association, commission or any interstate body, and including any officer or
governing or managing body of any such entity.

Pollutant. “Pollutant” means any dredged spoil, solid waste, incinerator residue,
Sewage, garbage, sewage sludge, munitions, chemical wastes, biological
materials, radioactive materials, heat, wrecked or discharged equipment, rock,
sand, cellar dirt, or industrial, municipal, or agricultural waste, or certain
characteristics of wastewater (e.g. pH, temperature, TSS, turbidity, color, BOD,
COD, toxicity or odor).

Pretreatment. “Pretreatment” means the reduction of the amount of Pollutants,
the elimination of Pollutants, or the alteration of the nature of the properties of
Pollutants in Wastewater to a less harmful state prior to or in lieu of discharging
or otherwise introducing such Pollutants into the Wastewater Treatment Facility
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of the Racine Utility, directly or indirectly. Such elimination, reduction or
alteration can be obtained by physical, chemical or biological processes, or
process changes or by other means, except as prohibited by 40 CFR, part
403.6(d), as amended, supplemented or recreated from time to time.

Pretreatment Requirement. ‘“Pretreatment Requirement” means any federal, state
or local requirement related to Pretreatment, other than a Categorical Pretreatment
Standard, which is imposed on an Industrial User.

Pretreatment Standard. “Pretreatment Standard” means prohibited discharge
standards, Categorical Pretreatment Standards, and local limits.

Process Wastewater. “Process Wastewater” means any Wastewater, other than
Domestic Sewage and Infiltration and Inflow, discharged to any sewerage system.

Prohibited Discharge. ‘“Prohibited Discharge” means any discharge as delineated
in Subsection 98-151(a) of the Racine Sewer Ordinances, as amended,
supplemented or recreated from time to time.

PSC. “PSC” means Wisconsin Public Service Commission or any successor
agency having regulatory review authority over the Racine Utility, the
Wastewater Commission and/or the other Parties with respect to Sewer Service
rates, rules and practices.

Racine Sewer Ordinances. ‘“Racine Sewer Ordinances” means Articles I, IT and
IV of Chapter 98 of the Racine Code of Ordinances, as they may be amended,
supplemented or recreated from time to time.

Racine Utility. “Racine Utility” means the Racine Wastewater Utility, a quasi-
independent arm and agent of the Racine city government to which Racine has
delegated the operation, maintenance and improvement of the Sewer Service
Facilities, the provision of Sewer Service and related matters pursuant to and in
accordance with the Racine Sewer Ordinances and this Agreement, and the
governing body of which is the Wastewater Commission.

Related Parties. ‘“Related Parties” means Parties that are related to one another
and serve essential Party functions relating to the provision or receipt of Sewer
Service under this Agreement (those of SSP Party, SSR Party, OAE Party and
RSP Party) with respect to a particular geographic area. In a few instances this
Agreement expressly recognizes a potential or actual cross-municipal-boundary
Related SSR Party relationship, where a Party or Anticipated Party is expected to
have little or no future development that will be provided with Sewer Service
pursuant to this Agreement and where such Party or Anticipated Party already
receives Sewer Service by means by an integrated arrangements with a SSR Party
or Anticipated Party, i.e. North Bay — Racine, Elmwood Park — Racine, Wind
Point — North Park District and Somers — Mt. Pleasant.

14




1.83

1.84

1.85

1.86

1.87

1.88

1.89

1.90

1.91

1.92

Replacement. “Replacement” means obtaining and installing equipment,
accessories or appurtenances or making other improvements to the Sewer Service
Facilities which are necessary during the useful life of such facilities to maintain
the capacity and/or performance for which such facilities were designed and
constructed. “Replacement” may involve Capital Costs for facilities which are
recovered through Sewer Service rates and thus are treated neither as Capital
Costs for Upgraded Sewer Service Facilities nor as Capital Costs for Expanded
Sewer Service Facilities under this Agreement.

Required Unplanned Expanded Sewer Service Facilities. “Required Unplanned
Expanded Sewer Service Facilities” means Unplanned Expanded Sewer Service
Facilities that are required by state or federal statute, regulation, permit, judgment
or order, or that are reasonably necessary to protect the Sewer Service Facilities
from significant harm or damage, or to prevent backing up of Wastewater in
basements.

Residential User. “Residential User” means a premises used only for human
residency which discharges Wastewater to the Sewer Service Facilities of the
Racine Utility.

Revenue Sharing Payments. “Revenue Sharing Payments” are payments made by
a RSP Party in accordance with this Agreement, pursuant to Wis. Stat. § 66.0305,
to share the benefits of development within the boundaries of the RSP Party.

ROI “ROI” means return on investment.

RSP Party. “RSP Party” means a Party that has or may have Revenue Sharing
Payment obligations pursuant to this Agreement.

SCADA System. “SCADA System” means supervisory control and data
acquisition system.

Septic Tank Waste. “Septic Tank Waste” means any Sewage from holding tanks
such as vessels, chemical toilets, campers, trailers and from septic tanks or other
on-site systems to treat or dispose of Sewage.

Sewage. “Sewage” means human excrement and gray water (household showers,
dishwashing operations, etc.).

Sewer Extension. “Sewer Extension” means the installation of a public sanitary
sewer, or of a privately owned sanitary sewer serving two or more buildings, or
the extension of either, for the purpose of providing additional capacity for new
development within the existing or proposed tributary area of such sewer or
extension. Alterations or modifications of previously existing sewerage structures
designed to replace inadequate existing structures, or installed because of
inadequate hydraulic sewer capacity, which do not extend Sewer Service to
previously unserved areas, are not Sewer Extensions.
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Sewer Service. “Sewer Service” means public sanitary sewer service provided by
Racine through its Racine Utility and the Wastewater Commission to Racine, the
Outlying Parties and other local governmental entities through use of the Sewer
Service Facilities pursuant to this Agreement.

Sewer Service Area. “Sewer Service Area” means the geographical area within
which Racine, the Racine Utility and/or the Wastewater Commission is
authorized to provide Sewer Service by the DNR, as such area may be amended
from time to time.

Sewer Service Facilities. “Sewer Service Facilities” means the 2001 Sewer
Service Facilities of the Racine Utility, as they may be upgraded, expanded, or
otherwise modified or improved from time to time pursuant to this Agreement.
(As used in this Agreement, “Sewer Service Facilities” are mutually exclusive of
“Collection Facilities™.)

Shall. “Shall” means that the action referred to is mandatory. When coupled with
“no” or “not” (e.g. “no Party shall” or “a Party shall not”), “shall” means that the
action referred to is prohibited.

Side Contracts. “Side Contracts” means agreements entered into or amended after
the Effective Date of this Agreement by and between the Wastewater
Commission and other Parties or Anticipated Parties (or agreements entered into
prior to the Effective Date of this Agreement by and between the Racine Utility or
Racine and other Parties, Anticipated Parties or other Persons) pursuant to which
the Racine Utility provides OMR services or other services with respect to the
Collection Facilities of such Parties or Anticipated Parties, or with respect to the
provision of sewerage services by such Parties or Anticipated Parties to their own
retail sewerage services customers (or, in the case of agreements entered into
prior to the Effective Date of this Agreement, pursuant to which the Racine Utility
provides Hauled Wastewater acceptance services to Persons other than Parties or
Anticipated Parties), or pursuant to which the Racine Utility or Racine or the
Wastewater Commission receives Wastewater conveyance or other sewerage
services from other Parties or Anticipated Parties.

Significant User. “Significant User” means a User subject to Categorical
Pretreatment Standards; or a User that (1) discharges an average of 25,000 gallons
per day or more of Process Wastewater to the Racine Utility's Wastewater
Treatment Facility (excluding segregated Domestic Sewage, noncontact cooling
water and boiler blowdown wastewater); or (2) contributes a process waste stream
which makes up five percent or more of the average dry weather hydraulic or
organic capacity of the Wastewater Treatment Facility; or (3) has a reasonable
potential for adversely affecting the Wastewater Treatment Facility or for
violating any Pretreatment Standard or requirement.

Slug. “Slug” means any discharge at a flow rate or concentration which could
cause a violation of the prohibited discharge standards in Section 98-151 of the
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Racine Sewer Ordinances, as amended, supplemented or recreated from time to
time.

SSP Party. “SSP Party” means a “Sewer Service provider Party”, a Party that
provides Sewer Service pursuant to and in accordance with this Agreement.

SSR Party. “SSR Party” means a “Sewer Service recipient Party”, a Party that
receives (or whose constituents receive) Sewer Service from the Racine Utility
pursuant to and in accordance with this Agreement and which is obligated to pay
for such services in accordance with this Agreement.

Standard Transfer Unit. “Standard Transfer Unit” of Treatment Capacity
Allocation means a unit of Treatment Capacity Allocation, which can be
transferred to another Party and which consists of 1,000 gallons per day of
Average Daily Flow with the following associated flow and loading
characteristics: 1,360 gallons per day of Peak Monthly Flow, 4,776 gallons per
day of Peak Daily Flow, 6,694 gallons per day of Peak Hourly Flow, 0.877
pounds per day of Average Daily BOD Loading, 1.053 pounds per day of Peak
Monthly BOD Loading, 1.083 pounds per day of Average Daily TSS Loading,
1.419 pounds per day of Peak Monthly TSS Loading, 0.026 pounds per day of
Average Daily P Loading, and 0.033 pounds per day of Peak Monthly P Loading.

Stormwater. “Stormwater” means any flow occurring during or following any
form of natural precipitation and resulting therefrom.

Successor. “Successor” (to a Party) means any city, village, town, sanitary
district, sewer utility district, or any other similar local governmental entity that
can appropriately function as a SSP Party, a SSR Party, an OAE Party or a RSP
Party under this Agreement, which is created by any of the Parties, or which
results from the incorporation, annexation or other structural reorganization or
geographic reconfiguration activity involving any of the Parties, at any time. (As
used in this Agreement, “Successor” is mutually exclusive of “New Party”.)

TID. “TID” means “tax increment district” as defined in Wis. Stat. § 66.1105.

Total Discharge of Wastewater. “Total Discharge of Wastewater” (or any
variation thereof) means all Wastewater discharged by a Party to the Sewer
Service Facilities of the Racine Utility or to any sewer or other sewerage facility
that is tributary to the Racine Wastewater Treatment Facility, including all
Wastewater Bypassed by such Party other than in accordance with applicable
regulations of EPA and DNR, and including all intermingled Wastewater
discharged by other Parties or Anticipated Parties. With respect to Allocated
Conveyance Capacity, Total Discharge of Wastewater may be limited to
Wastewater discharged to a particular Interceptor upstream of a particular
metering station. (See definitions of “Wastewater Discharged to the Sewer
Service Facilities” and “Net Discharge of Wastewater”.)
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1.107 Toxic Pollutant. “Toxic Pollutant” means any Pollutant or combination of
Pollutants listed as toxic in regulations promulgated by the EPA under the
provisions of Section 307(a) of the Act or other acts, as amended, supplemented
or recreated from time to time.

1.108 Transition Period. “Transition Period” means the period between the Effective
Date of this Agreement to the completion of the First Group of Improvements.

1.109 Treatment Capacity Allocation. “Treatment Capacity Allocation” (or “Allocated
Treatment Capacity”’) means the right of a Party, pursuant to and in accordance
with this Agreement, to discharge Wastewater to the Wastewater Treatment
Facility or to a sewer or other sewerage facility which is tributary to such
Treatment Facility, up to but not in excess of a maximum prescribed rate which 1s
quantified and expressed in terms of millions of gallons per day of Average Daily
Flow, and which right is subject to certain specified limitations on Peak Hourly
Flow, Peak Daily Flow, Peak Monthly flow and certain maximum Pollutant
loading levels, all as set forth in this Agreement.

1.110 Treatment Facility. See definition for “Wastewater Treatment Facility”, below.

1.111 TSS. “TSS” means “total suspended solids”, which is the total suspended matter
that either floats on the surface of, or is in suspension in water, Wastewater, or
other liquids and is removable by laboratory filtration as prescribed in the most
recent edition of Standard Methods for the Examination of Water and
Wastewater.

1.112 2001 Sewer Service Facilities. “2001 Sewer Service Facilities” means the
Wastewater Treatment Facility, the Wastewater interceptors and the Wastewater
pumping, storage, drying and related sewerage facilities listed on Exhibit A to this
Agreement, which are owned and operated by Racine through its Racine Utility
and the Wastewater Commission as of the Effective Date of this Agreement for
the purpose of providing Sewer Service to the Parties and other local
governmental entities pursuant to this Agreement, and which are operated,
maintained, replaced, improved and accounted for separately from the Collection
Facilities of Racine, or any of the other Parties or of any other local governmental
entities receiving Sewer Service from Racine.

1.113 2001 Sewer Service Area. “2001 Sewer Service area” means the Sewer Service
Area as it exists on the Effective Date of this Agreement. w

1.114 Unplanned Sewer Service Facilities. “Unplanned Sewer Service Facilities”
means any improvements to the Sewer Service Facilities that are not included in
the First Group of Improvements.

1.115 Upgraded Sewer Service Facilities. “Upgraded Sewer Service Facilities” means
any new or improved Sewer Service Facilities, the provision of which results in a
Capital Cost, and which do not result in (or those portions of which do not result
in) an increase in expanded Allocated Treatment Capacity or expanded Allocated
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Conveyance Capacity in the Sewage Treatment Facilities, and which are
reasonably necessary or desirable to comply with this Agreement and All
Applicable Laws or to provide high quality, reliable and environmentally
acceptable Sewer Service to the Parties.

1.116 Upset. “Upset” means an exceptional incident in which a discharger is
unintentionally and temporarily in a state of noncompliance with the allocated
capacity limitations set out in Sections 5.1 and 5.2 of this Agreement due to
factors beyond the reasonable control of the discharger, but excluding
noncompliance to the extent caused by operational error, improperly designed
facilities, inadequate facilities, lack of preventive maintenance, or careless or
improper operation of facilities.

1.117 User. “User” means any Person who discharges, or causes or permits the
discharge of Wastewater to the Sewer Service Facilities or to any sewer or other
sewerage facility that is tributary to the Racine Wastewater Treatment Facility.

1.118 Wastewater. “Wastewater” means the combination of the liquid and water-
carried wastes from residences, buildings, industrial establishments, institutions,
manufacturing plants, processing plants, commercial establishments, or other
places in which such wastes are produced, together with such ground, surface,
storm or other water as may be present.

1.119 Wastewater Commission. “Wastewater Commission” or “Commission” means
the Racine Wastewater Utility Commission, an intergovernmental commission
established by this Agreement pursuant to Wis. Stat. § 66.0301 to serve as the
governing body of the Racine Utility and to administer this Agreement.

1.120 Wastewater Discharged To The Sewer Service Facilities. “Wastewater
Discharged to the Sewer Service Facilities” (or any variation thereof) means
Wastewater discharged directly to the Sewer Service Facilities or to any sewer or
other sewerage facility that is tributary to the Wastewater Treatment Facility,
including without limitation, Wastewater Bypassed by a Party but counted against
such Party pursuant to this Agreement for purposes of capacity limitations and/or
sewerage service charges (i.e., a Bypass not authorized by DNR and/or EPA
regulation). (See definitions of “Total Discharge of Wastewater” and “Net
Discharge of Wastewater™.)

1.121 Wastewater Treatment Facility. “Wastewater Treatment Facility” (or “Treatment
Facility””) means the structures, equipment and processes used by the Racine Utility
to treat Wastewater and dispose of the effluent and accumulated residual solids.

1.122 WPDES Permit. “WPDES Permit” means Wisconsin Pollutant Discharge
Elimination System Permit.
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II. PARTIES
2.1 Classification of Parties By Essential Function.

Each Party to this Agreement shall be classified in terms of each of the following
essential function(s) that it performs under this Agreement: (1) SSP Party; (2) SSR Party; (3)
OAE Party; and (4) RSP Party.

Except as otherwise specifically provided in this Agreement, each Party that is a
city, village or town shall be and shall fulfill the functions of SSR Party, OAE Party and RSP
Party, within and for the appropriate Designated Territory relating to each such function. Each
Party that is a sanitary district shall be and shall fulfill the functions of SSR Party and OAE
Party, respectively, within and for its appropriately Designated Territory relating to each such
function (except that such a Party may adopt and enforce rules rather than ordinances in fulfilling
its function as an OAE Party). (In a situation where a sanitary district and a town occupy the
same territory, both shall be an OAE Party for such territory.) Racine may delegate its SSP
functions (but not its obligation to fulfill such functions) to its agent, the Racine Ultility, and to its
agent, the Wastewater Commission (the governing body of the Racine Ultility), which shall serve
as an Adjunct SSP Party. Each Party that is a city, village or town may delegate its SSR Party
operational and administrative functions (but not its obligation to fulfill such functions) to one or
more duly established sewer utility districts, which shall serve as Adjunct SSR Parties. With
respect to any such delegation not specifically and expressly recognized in Sections 2.4 or 2.7 of
this Agreement, or with respect to any change in such a delegation, the Party making or changing
such delegation shall notify the Wastewater Commission of such proposed delegation or change
of delegation in writing at the earliest practicable date, and of the accomplished delegation or
change of delegation as soon as possible after it occurs. The Wastewater Commission shall then
take such actions as are appropriate to modify the Agreement pursuant to and in accordance with
Sections 2.6 - 2.7 or Subsections 2.80 - 2.8p of this Agreement.

The anticipated classification(s) of the following Anticipated Parties, which are
subject to confirmation and correction, if necessary, in Section 2.4 of this Agreement (for an
Initial Party) or in Section 2.7 (for a New Party or Successor), are as follows:

a. Wastewater Commission: Adjunct SSP Party (agent of Racine), admmlstrator
of this Agreement and governing body of the Racine Utility;

b. Racine: SSP Party (through the Racine Ultility, and its governing body, the
Wastewater Commission, Racine’s agents), SSR Party (with respect to territory in Racine, and
with respect to territory in North Bay and Elmwood Park, respectively, if North Bay and/or
Elmwood Park are Parties), OAE Party, RSP Party;

c. Mt. Pleasant: SSR Party (with respect to territory in Mt. Pleasant, and with
respect to territory in Somers if Somers is a Party), OAE Party, RSP Party;

d. Mt. Pleasant No. 1: Adjunct SSR Party (agent of Mt. Pleasant);
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e. Caledonia: SSR Party (with respect to Caledonia territory outside of the
North Park District, the Crestview District, and the Caddy Vista District served by Milwaukee
Metropolitan Sewerage District), OAE Party, RSP Party;

f. Caledonia No. 1: Adjunct SSR Party (agent of Caledonia);

g. Crestview District: SSR Party and OAE Party (with respect to the Crestview
District territory in Caledonia if Caledonia is a Party);

h. North Park District: SSR Party and OAE Party (with respect to the North
Park District territory in Caledonia and Wind Point, respectlvely, if Caledonia and/or Wind Point
are Parties);

1. Sturtevant: SSR Party, OAE Party, RSP Party;

j. Sturtevant Utility: Adjunct SSR Party (agent of Sturtevant),

k. Elmwood Park: OAE Party, RSP Party;

1. Wind Point: OAE Party, RSP Party;

m. North Bay: OAE Party, RSP Party;

n. Yorkville: SSR Party, OAE Party, RSP Party;

0. Yorkville No. 1: Adjunct SSR Party (agent of Yorkville);

p. Raymond: SSR Party, OAE Party, RSP Party;

q- Raymond Heights District: SSR Party and OAE Party (with respect to
territory in Raymond if Raymond is a Party);

r. Somers: OAE Party, RSP Party;

2.2  Functional Requirements for Parties; Limitations on the Rights of Parties
that Fail to Satisfy Functional Requirements.

Each Party (except the Wastewater Commission), by itself or in conjunction with
one or more Related Parties, shall serve as and be legally and practically capable of performing
the functions of SSR Party, OAE Party and RSP Party within and for all of its or their
Designated Territory in accordance with this Agreement. Notwithstanding any other provision
of this Agreement, no Anticipated Party joining this Agreement, except the Wastewater
Commission shall be deemed to be a Party or have any right to any of the benefits of this

21



TN

Agreement until such time as it, either by itself or in conjunction with one or more Related
Parties, is legally authorized and capable of performing its or their functions as SSR Party, OAE
Party and RSP Party for all of its or their Designated Territory (e.g., a sanitary district joining the
Agreement shall not be deemed to be a Party until such time as the town occupying the same
territory has joined the Agreement.) Notwithstanding any other provision of this Agreement, no
Party (except the Wastewater Commission), or group of Related Parties, that becomes incapable
of performing the functions of SSR Party, OAE Party and RSP Party for all of its or their
Designated Territory shall thereafter receive any initial Sewer Service (if it has not already
received Sewer Service), or receive any (or any additional) Treatment Capacity Allocation or
Conveyance Capacity Allocation, or construct any Sewer Extension or any other sewerage
facility tributary to the Wastewater Treatment Facility, or receive any approval for plans for or
the construction of any Sewer Extension or any other sewerage facility tributary to the
Wastewater Treatment Facility, or make any new connections to any existing sewerage facilities
that are tributary to the Wastewater Treatment Facility, unless and until such lack of capability is
cured.

2.3  Designated Territory Within Which Parties Perform Each Essential
Function.

Except as is otherwise specifically provided in this Section 2.3, each Party to this
Agreement shall perform each of its assigned essential functions within and for its Designated
Territory with respect to each such function:

a. SSP Party. The Designated Territory for a SSP Party shall be all of the
territory within which Racine is obligated to provide Sewer Service to the SSR Parties by this
Agreement, provided that such territory is within the Sewer Service Area.

b. SSR Party. The Designated Territory for a SSR Party shall be all of the
territory over which such SSR Party has jurisdiction to provide sewerage services, to the extent
that Racine is obligated to provide Sewer Service to such territory by this Agreement, and
provided that such territory is within the Sewer Service Area; provided, however, that a town
SSR Party’s Designated Territory shall not include the Designated Territory of a Related SSR
Party that is a town sanitary district or the territory of a sanitary district that is not a Party.

c. OAE Party. The Designated Territory for an OAE Party shall be all of the !
territory over which such OAE Party has jurisdiction to enact and enforce Wastewater and |
sewer-related ordinances (or Wastewater and sewer-related rules, in the case of SSR Parties that |
are town sanitary districts), to the extent that Racine is obligated to provide Sewer Service to
such territory by this Agreement, and provided that such territory is within the Sewer Service
Area; provided, however, that a town OAE Party’s Designated Territory shall not include the
Designated Territory of a Related OAE Party that is a town sanitary district.

d. RSP Party. Except as is otherwise specifically provided in this Subsection
2.3d, the Designated Territory for a RSP Party shall be all of the territory within which a city,
village or town RSP Party has taxing jurisdiction, any part of which is receiving Sewer Service
pursuant to this Agreement or to any part of which Racine is obligated to provide Sewer Service
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by this Agreement; provided, however that the Designated RSP Territory associated with
Somers, Yorkville or Raymond, or the Designated RSP Territory associated with any Party not
among the Anticipated Parties identified or described in Section 2.1, above, and whose territory
lies outside of the 1998 Facilities Planning Area, shall be that portion of the city, village or town
to which Racine is obligated to provide Sewer Service pursuant to this Agreement and which is
within the Sewer Service Area.

24 Initial Parties.

The Anticipated Parties which duly approve and sign this Agreement before or
within 120 days after the Effective Date of this Agreement, and which satisfy the requirements of
Section 2.2 of this Agreement, shall automatically become Initial Parties. The functional
classifications of the Initial Parties shall be as set out in Section 2.1 of this Agreement, and the
allocated capacity of the Initial Parties shall be as set out in Exhibit E. The Initial Parties to this
Agreement and the functional classifications of each such Party, the Designated Territory of each
such Party with respect to each of its functional classifications, the amount of Allocated
Treatment Capacity which each such Party is entitled to use and/or transfer and for which such
Party is obligated to pay, the amount of Allocated Conveyance Capacity which each such Party
is entitled to use and/or transfer and for which such Party is obligated to pay, the notice
addressee(s) of each such Party, and any other requirement or information relating to each such
Party which the Wastewater Commission determines, from time to time, will facilitate the
smooth and efficient administration of this Agreement for the mutual benefit of the Parties, are as
set forth on the attached Exhibits E, E1, E2, etc. (one per Initial Party) and Exhibit F, which are
incorporated by reference.

2.5  New Parties Joining This Agreement.

a. Adding New Parties. The Wastewater Commission shall have administrative
authority to recognize, process, approve and add as a New Party to this Agreement any of the
Anticipated Parties, in accordance with the requirements of this Section 2.5, upon satisfaction of
each of the following conditions precedent that is applicable:

(1) The proposed New Party (an d any Related Party required to satisfy
Section 2.2, above) has duly approved and executed this Agreement, which shall include inserts to
Sections 2.7 and 5.1 (and to Section 5.2 or other sections, as appropriate) of this Agreement
approved by the Wastewater Commission with respect to such New Party’s functional
classification(s), its Designated Territory with respect to each of its functional classifications, the
amount of Allocated Treatment Capacity which such New Party is entitled to use and/or transfer
and for which such New Party is obligated to pay (and whether such capacity is to be transferred
from an existing Party or newly created through an expansion of the Sewer Service Facilities), the
amount of Allocated Conveyance Capacity which such New Party is entitled to use and/or transfer
and for which such New Party is obligated to pay (and whether such capacity is to be transferred
from an existing Party or newly created through Expanded Sewer Service Facilities), its notice
addressee(s), any requirements imposed on such New Pa