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AN AGREEMENT CREATING .
THE SEWER AUTHORITY MID-COASTSIDE

THIS AGREEMENT, dated February 3, 1976, is made and entered into by and between
the City of Half Moon Bay, hereinafter referred to as “Half Moon Bay”, and the Montara
Sanitary District, hereinafter referred to as “Montara”, and the Granada Sanitary District,
hereinafter referred to as “Granada”;

WHEREAS, the parties hereto have in common the power to plan for, acquire, construct,
reconstruct, alter, enlarge, replace, repair, maintain, manage, operate and control facilities for the
collection, transmission, treatment and disposal of wastewater for the benefit of the lands and
inhabitants within their respective boundaries; and

WHEREAS, it would be in the best interest of each of the parties hereto, each of which is
located within the Half Moon Bay Basin, and the lands and inhabitants within the boundaries of
said parties, for a single representative organization to be established, composed of elected
officials from said parties, which would be capable of developing a joint waste collection,
transmission, treatment disposal and management plan (herein “wastewater plan”) for the Half
Moon Bay Basin, and capable of acquiring, constructing, maintaining, managing, operating and
controlling facilities for the joint collection, transmission, treatment and disposal of wastewater
within said basin; and

WHEREAS, it has been determined that an areawide wastewater plan for said basin and
the providing of facilities for joint collection, transmission, treatment and disposal of wastewater
within said basin may best be undertaken and achieved by cooperative action of the parties
hereto and in the manner provided for in this agreement; and

WHEREAS, Title 1, Division 7, Chapter 5 of the Government Code of the State of
California authorizes the joint exercise by agreement of two or more public agencies of any
power common to them;

NOW, THEREFORE, in consideration of the mutual terms, covenants and conditions
herein contained, the parties hereto agree as follows:
I. DEFINITIONS

Unless the context otherwise requires, for the purposes of this agreement, the following
words shall have the following meanings:

(a) “The Authority” or “SAM” means the Authority formed pursuant to this
agreement.
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(b) “Agreement” means this Joint Exercise of Powers Agreement.
(c) “Board” or “Board of Directors” means the governing body of the Authority.

(d) “Construction” includes acquisition, reconstruction, alteration, enlargement,
replacement or reparation as well as construction.

(e) “Disposal” includes reclamation as well as discharge to a receiving body of water.

63 “Facility” or “Facilities” means any buildings, works, improvements or property
acquired, constructed, maintained, managed, operated or controlled by SAM.

(2) “Fiscal Year” means July 1st to and including the following June 30th.

(h) “General Budget” means the approved budget applicable to the expenses of
administration of the Authority and operation and maintenance of the facilities.

(1) “Half Moon Bay Basin” means hydrographic sub-unit #9 as defined in the ABAG
report entitled “Population, Employment and Land Use Projections, San Francisco Bay Region,
1970-2000; generally the lands between Tunitas Creek and Devil’s Slide bounded on the
eastern side by the ridgeline defining the coastal watersheds.

) “Member Agency” or “Party” means either Half Moon Bay, Granada or Montara.
“Member Agencies” or “Parties” means Half Moon Bay, Granada and Montara.

k) “Participating Member Agency” means a member agency that has or will acquire
rights and assume obligations in connection with a particular project of the Authority.

D “Project” may include a study, a plan, or a facility.
(m) “Project Budget” means the approved budget applicable to a particular study, plan

or facility.

II. PURPOSE AND POWERS

(A)  Authority Created. There is hereby created a public entity to be known as the
“SEWER AUTHORITY MID-COASTSIDE”. The Authority is formed by this Agreement
pursuant to the provisions of Title 1, Division 7, Chapter 5 of the Government Code of the State
of California. The Authority shall be a public entity separate from the parties hereto.

(B)  Purpose of the Agreement. The parties hereto have in common the power to plan
for, acquire, construct, reconstruct, alter, enlarge, replace, repair, maintain, manage, operate and
control facilities for the collection, transmission, treatment and disposal of wastewater for the
benefit of the lands and inhabitants within their respective boundaries. The purpose of the
Agreement is to jointly exercise the forgoing common power in the manner set forth herein.

(C)  Powers of the Authority. The Authority shall have the power, in its own name, to
do any or all of the following:
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(D) to make and enter into contracts;

2) to contract for the services of engineers, attorneys, planners, financial
consultants, and separate and apart therefrom to employ such other persons as it deems
necessary;

3) to make plans and conduct studies;

4) to acquire, construct, reconstruct, alter, enlarge, replace, repair, maintain,
manage, operate and control any buildings, works or improvements;

%) to acquire, hold and dispose of property;

(6) to incur debts, liabilities or obligations subject to limitations herein set
forth;

@) to sue and be sued in its own name;

8 to apply for and accept grants, advances and contributions under any
federal, state, or lecal programs for assistance in developing any of its projects;

) To establish rates, tolls, fees, rentals, or other charges in connection with
the facilities and services provided by the Authority;

(10) To plan for, construct, operate, or maintain member agencies’ sole-use
facilities when specifically requested by that member agency, or when necessary to meet
joint discharge requirements, subject to the provisions of Article VIII, Section D and E
hereof.

(11)  The Authority shall have the additional power and authority to issue
revenue bonds in accordance with the following laws:

(a) Article 2, Chapter 5, Titlel, Division7 of the California
Government Code, commencing with Section 6540.

(b) Chapter 6, Title 5, Division 2 of the California Government Code,
commencing with Section 54300.

(c) Chapter 5, Part 3, Division 5 of the California Health and Safety
Code, commencing with Section 4950.

(12)  to adopt regulations establishing uniform wastewater treatment standards
and regulations throughout the jurisdictions of the member agencies in order to enable the
Authority to comply with its NPDES permit and the federal and state regulations
applicable to facilities constructed under the Clean Water Grant Program; when
authorized by a member agency, implement, and enforce through civil or criminal means,
such standards and regulations on behalf of said authorizing member agency; and, on its
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own behalf, implement, and enforce through civil or criminal means, such standards and
regulations.

The above powers are subject to the restrictions, upon the manner of exercising said
powers, set forth in the Sanitary District Act of 1923, as amended, being Sections 6400 et seq. of
the California Health and Safety Code.

(D)  Boundaries. The boundary of the Authority shall be the consolidated boundaries
of the member agencies. In conjunction with the consolidated San Mateo County mid-coastside
wastewater treatment and disposal system (Plan F), being the project authorized to be undertaken
by this Authority, the service area boundaries are defined as the current corporate City limits of
the City and all lands within the Districts not zoned RM (Resource Management). Said
boundaries shall be set forth and depicted on Exhibit “A” as amended or supplemented from time
to time, attached hereto and by this reference made a part hereof. In the event of withdrawal
from this Agreement by a member agency, the boundaries shall be revised to exclude the area
under sole jurisdiction of said withdrawing member agency.

(E)  Overlapping Service Areas. The member agencies recognize that certain lands
are within the boundaries of the City of Half Moon Bay as well as, at the same time, within the
boundaries of the Granada Sanitary District, and vice versa. To the extent that future sewer
service is provided to all or any portion of said lands by any member agency electing and
empowered to do so, that member agency shall provide said service from its own facilities or
from its own share of capacity of any jointly owned facilities, without in any way demanding
that said provision of service shall diminish the share of capacity owned by any other member
agency.

III. ORGANIZATION

(A)  Membership. The members of the Authority shall be each public entity which has
executed this Agreement, or any addenda, amendment or supplement thereto, and which has not,
pursuant to the provisions hereof, withdrawn therefrom. A list of the members shall be available
to each member.

(B)  Designation of Directors. Within fifteen (15) days after execution of this
Agreement, the member agencies shall designate and appoint, by resolution of their respective
governing bodies, representatives to act as their directors on the Board. Each member agency
shall appoint two representatives to SAM, and these six representatives shall constitute the
Authority’s full Board of Directors. Each member agency shall also appoint one alternate
director whose name shall be on file with the Board and who may assume all rights and duties of
an absent director representing the appointing member agency. Each director and alternate shall
hold office from the first meeting of the Board after his or her appointment by the governing
body which he or she represents until a successor is selected. Directors and alternates shall serve
at the pleasure of the governing body of the appointing member agency and may be removed at
any time, with or without cause at the sole discretion of said member agency’s governing body.
A director or alternate must be a member of the governing body of the appointing member
agency.
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(C)  Principal Office. The principal office of the Authority shall initially be the Half
Moon Bay City Hall. The Board is hereby granted full power and authority to change said
principal office from one location to another within its boundary. Any change shall be noted by
the Secretary under this Section but shall not be considered an amendment to this Agreement.

(D)  Meetings. The Board shall meet at the principal office of the Authority or at such
other place as may be designated by the Board. The time and place of regular meetings of the
Board shall be determined by resolution adopted by the Board. A copy of such resolution shall
be furnished to each party hereto. Regular, adjourned and special meetings shall be called and
held in the manner as provided in Chapter 9, Part 1, Division 2, Title 5 of the Government Code
of the State of California (Section 54950 et seq.).

(E)  Quorum. That number of Board members representing a simple majority of the
votes on the Board shall constitute a quorum for the transaction of business, except that less than
a quorum may adjourn from time to time.

(F)  Powers of the Board and Limitations Thereon. All of the powers and authority of
SAM shall be exercised by the Board subject to the following conditions and limitations:

(1 each director from Half Moon Bay shall be entitled to two votes; each
director from Montara and Granada shall be entitled to one vote;

2) unless otherwise provided by law or elsewhere herein, a quorum of
directors may, by five (5) affirmative votes, adopt any motion and take any other action
they deem appropriate to carry forward the objectives of the Authority. Passage of any
resolution shall require six (6) affirmative votes;

3) final approval of any general budget or project budget shall require the
consent of every member agency or participating member agency as provided in
Section (G) hereof, and Article V, Sections (A), (B), and (C), thereof;

4 no project shall be commenced without consent of every participating
member agency.

(G)  Consent of Members. In any matter prescribed herein to require the consent of
member agencies, said consent shall be evidenced by a certified copy of the resolution of the
governing body of such member agency filed with the Authority.

(H)  Officers. The Authority shall have four officers: Chair, Vice Chair, Secretary
and Treasurer. The directors of the Board shall select from the Board these four officers who
shall hold office for a period of one year, commencing January 1 of each year; provided that, in
the event that a member agency removes from the Board a director serving as an officer, the
Board shall appoint another director to fill the vacant office for the remainder of that year.

(1 The Chair shall preside at the meetings of the Board. The Chair’s duties
shall be to call meetings to order, adjourn meetings, announce the business before the
Board in the order in which it is to be acted upon, recognize directors and non-directors
entitled to the floor, put to vote all questions moved and seconded, announce results of

5
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votes, maintain the rules of order, execute documents on behalf of the Board when duly
approved for action, and carry out the other duties set forth in the bylaws. The Chair
shall be entitled to exercise his or her full voting rights on all questions before the Board
and need not relinquish the chair to discuss a question before the Board.

2) A Vice Chair shall be selected and hold office in the same manner as the
Chair and in the absence of the Chair shall preside and hold the same powers as if he or
she were the Chair.

(3) ‘A Secretary shall be selected from the Board by its directors.
@) A Treasurer shall be selected from the Board by its directors.

The Chair may not serve in two officer positions simultaneously. Any director other than
the Chair may serve in two officer positions simultaneously.

) Staff. General staff functions to serve the administrative needs of the Authority
shall initially be provided by employees of the member agencies, and credited towards said
respective member agencies’ financial contributions or obligations as provided in Article V,
Section (D) below. The staff positions shall be as follows:

() Manager. The authority shall employ or contract for the services of a
manager who may or may not be a staff member of one of the member agencies. The
manager shall answer to the Board and be responsible for all administrative needs of the
Authority. The manager shall also be responsible for the general execution of all
Authority policies as set by the Board.

2) Treasurer. The Treasurer shall be the depositary and have custody of all
money of the Authority from whatever source.

The Treasurer shall:

(a) Receive and receipt for all money of the Authority and place it in
the treasury of the Treasurer to the credit of the Authority.

(b) Be responsible upon his or her official bond for the safekeeping
and disbursement of all Authority money so held by the Treasurer.

() Pay, when due, out of money of the Authority so held by the
Treasurer, all sums payable on outstanding bonds and coupons of the Authority.

(d) Pay any other sums due from the Authority from Authority money,
or any portion thereof, only upon checks drawn against the Authority, duly
authorized by the Board and executed by two directors or by one director and the
manager.

(e) Verify and report in writing on the first day of July, October,
January and April of each year, to the Authority, and to each of the member
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agencies, the amount of money the Treasurer holds for the Authority, the amount
of receipts since the last report, and the amount paid out since the last report.

® Perform other services as directed by the Board.

3) Others. The Board may employ or contract for the services of individuals
or other staff positions as necessary to assist in the administration and execution of the
functions of the Authority.

Q) Charges for Services. Charges for the services of the manager, the treasurer, and
other administrative or operating personnel supplied by any member agency shall be jointly
agreed upon with the member agency or member agencies furnishing the services in advance of
receipt of said services.

(K)  Officers, Employees and Agents. Any officer, employee or agent of the Authority
may also be an officer, employee, or agent of any member agency. The appointment or
employment by the Board of such a person shall constitute a determination that the two positions
are compatible. Notwithstanding the above, the Manager and the Treasurer, shall not be
employees of the same member agency without the unanimous consent of the complete Board of
Directors.

All privileges and immunities from liability, all exemptions from laws, ordinances and
rules, and all pension, relief, disability, workers’ compensation, and other benefits which apply
to the activities of officers, agents, or employees of a member agency when performing their
respective functions shall apply to them to the same degree and extent while engaged in the
performance of any of the functions and other duties under this agreement.

None of the officers, agents, or employees directly employed by the Authority shall be
deemed by reason of their employment by the Authority, to be employed by any member agency
or to be subject to any of the requirements of any member agency.

(L)  Accounting and Audits. There shall be a strict accountability of all Authority
funds and report of all receipts and disbursements in compliance with Article I, Chapter 5,
Division 7, TitleI of the Government Code (Section 6500 et seq.). The Board, acting as
controller, shall contract with a certified public accountant or public accountants to make an
annual audit of the accounts and records of the Authority. In each case the minimum
requirements of the audit shall be those prescribed by the State Controller for special districts
under Section 26909 of the Government Code and shall conform to generally accepted auditing
standards. The records and accounts of the Authority shall be audited annually, and a report
thereof shall be filed as a public record with the Authority and with each of its member agencies
and the San Mateo County Auditor, not later than six (6) months following the end of the fiscal
year under examination. Any costs of the audit, including contracts with or employment of, a
certified public accountant or public accountants shall be borne by the Authority and shall be
charged against its general fund.

(M)  Access to Property. The manager and treasurer are hereby designated as the
persons who have charge of, handle, and have access to the property of the Authority. Each such
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person shall file with the Authority an official bond in an amount to be fixed by the Board. Cost
of said bond shall be paid by the Authority.

(N)  Minutes. The secretary of the Authority shall cause to be kept minutes of regular,
adjourned regular and special meetings of the Board, and shall cause a copy of the minutes to be
forwarded to each director and to each of the member agencies hereto within a reasonable time
which shall be fixed by the Board.

(O)  Rules. The Board may adopt from time to time such rules and regulations for the
conduct of its affairs as may be required. Parliamentary rules and procedures shall be those
prescribed in Robert’s Rules of Order. Any documents required to be executed by the Authority
shall be signed by the Chair and countersigned by the Secretary, except that the Board may, by
resolution, authorize other officers or employees to sign on behalf of the Authority.

IV. PLANNING AND PRESENT PROJECT

(A) Planning Policy. In keeping with the purpose of this Agreement, the member
agencies hereby authorize and direct the Board to undertake such studies and planning relative to
the combined service areas of the member agencies as may be necessary, to provide for the joint
collection, transmission, treatment, and disposal of sewage of each of the member agencies, The
specific objective of such studies shall be to develop regional solutions to the wastewater
treatment and management problems which will be in accordance with all applicable federal,
state and regional water quality control requirements, consistent with demographic studies
applicable within the jurisdiction of Authority, and planned so as not to result in unreasonable
financial burdens on the member agencies whatever course future development of the area might
take. It is understood by the parties that this agreement shall not affect the rights or powers of
any member agency to plan and/or construct sewer facilities independently.

The studies may include proposals for construction of joint collection systems, trunk and
interceptor lines, treatment plans (sic), and disposal systems. The studies may also include
proposals to be used in conjunction with facilities not within the Authority’s jurisdiction. Any
studies shall consider all phases of planning, design, construction, maintenance and operation of
facilities proposed by the Authority, and allocation to benefited member agencies of capital,
maintenance and operating costs.

(B)  Present Project. The Present Project shall be a secondary wastewater treatment
and disposal system, divided into four components, to service the combined needs of the member
agencies to the year 2000.

(D Phase |

(a) Components. Phase I of the system is composed of the following
three components, with capacity rights, construction costs, and operation and
maintenance expenses being shared as specified below, until otherwise
determined pursuant to Section (4) hereafter:
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(i) An intertie pipeline and attendant pumping facilities,
connecting the Montara and Granada systems to a new ocean outfall,
shared equally between Montara and Granada;

(il)  An ocean outfall pipeline and attendant pumping facilities,
discharging the combined treated effluents from the three member
agencies’ treatment systems into the ocean adjacent to the existing but
presently inoperative Half Moon Bay outfall line, shared one-half (*2) by
Half Moon Bay, one-quarter (*4) by Montara and one-quarter (%4) by
Granada. : :

(iii)) A reclamation pipeline and attendant pumping facilities, to
carry secondarily treated effluent from the treatment plant at the Half
Moon Bay site south to the golf course and adjacent agricultural and
floricultural lands, and being solely assigned to Half Moon Bay.

(b) Possible Modification of Intertie Pipeline Component. To ensure
the accomplishment of the objective of the Present Project, it is the intent of the
Authority to seek to increase the gravity sections of the intertie pipeline one pipe
size diameter (3 inches) from the existing design, and in pursuit of same, the
Authority shall immediately process an application with the California Coastal
Commission, Central Coast Regional Commission, for amendment of Coastal
Development Permit No. P-79-93. Any modification of said component, pursuant
to the cost-effectiveness study mentioned hereinafter or otherwise, shall be
accomplished subject to the approval of the State Water Resources Control Board.

() Estimated Construction Costs. The estimated construction costs of
Phase I components of the Present Project, including administrative, legal,
engineering, and contingency expenditures, are: for the intertie pipeline and
attendant pumping facilities, $3,000,000.00; for the ocean outfall and attendant
pumping facilities, $3,600,000.00; and for the reclamation pipeline and attendant
pumping facilities, $600,000.00.

(d) Implementation of Phase I of Present Project.

(i)  Authorization to Construct. This Amendment to the
Agreement constitutes approval for Phase I of the Present Project and of
the budget therefor. The member agencies hereby authorize the Authority
to immediately pursue and complete all planning and design efforts,
including all requirements of State and Federal law, and to promptly
commence construction and to accept State and Federal Grant Agreements
therefor.

(i1))  Construction Schedule. Construction of PhaseI of the
Present Project shall proceed on the time schedule as set forth in the Santa
Clara County Superior Court’s preliminary injunction in case No. 424949,
or as said injunction may be amended or modified.
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2)

(iii)  Utilization, Operation and Maintenance. Each member
agency hereby agrees to utilize the Phasel components as said
components are completed and available for use, and to ensure the proper
operation and maintenance of same in accordance with the requirements of
the Regional Water Quality Control Board for the useful life thereof.
Pursuant to Article VII of this Agreement, it is hereby determined that the
Authority shall have the ultimate responsibility for the maintenance and

operation of the Facilities constructed as a part of the Present Project,

either with its own personnel or pursuant to contract therefor.

As to any component of the Project not utilized by all
member agencies, the member agency or agencies utilizing said
component shall have the initial right and responsibility for maintenance
and operation of said component.

Service charges shall be established consistent with the
Clean Water Grant Program by the Authority or by the member agencies.

- It is further hereby agreed that decisions of the Authority
with respect to operations and maintenance of Phase components
including the budgets therefor, shall be made based on six affirmative
votes, or failing that, five affirmative votes including no less than one vote
from each member agency. A member agency shall be entitled to vote
only with respect to the operation and maintenance of a facility utilized by
said agency.

Phase I1

(a) Alternate Treatment Facilities. Phase II of the Present Project will

be composed of the fourth component of the system, being treatment facilities as

envisioned in one of the following two alternatives:

(1) Single Plant. One single secondary activated sludge
treatment plant located at the site of the existing Half Moon Bay treatment
plant facilities, and designed to treat the combined flows from the
individual collection systems of the member agencies.

(i) Multiple Plants. Three separate treatment plants as
follows:

Half Moon Bay. An upgraded treatment plant located at
the site of the present plant.

Montara. An upgraded treatment plant located at the site of
the present plant.

Granada. A new treatment plant located in the vicinity of
the present plant and pumping facilities.
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(b) Determination of Phase Il Treatment Facilities. The determination
of the Phase II treatment facilities and their capacity, together with the allocation
of said capacity and all construction costs and operation and maintenance
expenses pertaining thereto, shall be made within the time schedule established in
the aforementioned preliminary injunction, or as said injunction may be amended
or modified, and after consideration of the following:

(i) A cost-effectiveness study, prepared in accordance with
applicable State and Federal regulations governing grant funding for the
construction of water pollution control facilities; and

(i) The Land Use Plan portions of the Local Coastal Programs
applicable to the respective member agencies and an analysis of the
member agencies’ respective sewer service needs pertinent thereto, in
relation to the objectives of the Present Project.

(c) Implementation of Phase Il of Present Project. This Amendment
to the Agreement constitutes approval and authorization for the further planning,
designing and the construction of Phase II of the Present Project.

3) Funding.

Only those components, referred to above, which are fundable under the
Clean Water Grant Program, shall be constructed by the Authority.

@) Allocation and Reallocation of Rights, Costs and Expenses.

In the event the member agencies choose to construct a single
consolidated treatment plant facility, capacity rights and construction costs
pertaining thereto shall be allocated in proportion to the member agencies’
respective service needs as determined by the Land Use Plan portions of the
initial pertinent Local Coastal Programs adopted by the California Coastal Zone
Conservation Commission; and capacity rights and construction costs previously
allocated in the Phase I components shall be reallocated to be consistent with the
treatment plant facility allocations, except that no member agency shall receive
any capacity in, or ultimately be required to have paid any portion of, the cost of
any Phase I component not utilized by that member agency. The total expenses of
operation and maintenance of all of the components of the Present Project shall be
shared in a manner based on flows into the single consolidated treatment plant
facility.

In the event the member agencies choose to construct separate treatment
plant facilities, reallocation of capacity rights and construction costs shall occur as
immediately above, except that: (i) no member agency shall be allocated less
capacity in any Phase I component than the amount of capacity necessary to
accommodate the present design capacity of said agency’s treatment
facility; (ii) no member agency shall be required to pay more than the
proportionate share of its capacity in said component; and (iii) no reallocation
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shall occur with respect to the reclamation component. The expenses of operation
and maintenance of the various components of the Present Project under the
separate treatment plant concept shall be borne solely by those member agencies
using said components and shall be shared in a manner based on flows into the
components.

(5) Goal of the Authority.

In the event the single treatment plant concept is selected as the fourth
component under Phase II, it is the intent of the Authority to further consolidate
sewer functions within the service areas of the three member agencies, and to
establish a uniform system of sewer service charges, levied throughout the entire
jurisdiction of the Authority, with which to pay expenses of operations and
maintenance.

(6) Credit for Existing Usable Facilities.

It is the intent of the member agencies to integrate existing facilities to the
extent possible into all components of the Present Project. Credit shall be given
any member agency for any of said agency’s facilities so integrated. The credit is
to be the lesser of the member agency’s actual local costs, or replacement cost,
less straight-line depreciation. For purposes hereof, replacement cost means the
total replacement cost as distinguished from the total replacement cost less any
grant which may be available therefor. Such credit shall be added to the total
local share cost of the applicable component into which the existing facilities are
integrated, before allocation of local share component costs is made to respective
member agencies.

N Completion of Present Project.

The member agencies agree to complete the Present Project no later than
July 1, 1983, in accordance with the requirements of the Clean Water Grant
Program, in a manner that meets the stated objectives of the Present Project, and
in a manner that makes maximum utilization of the immediately available funding
opportunities under the Program.

(8) Member Agencies’ Responsibilities.

Each member agency hereby guarantees its aliquot share of performance
under this Agreement, including reimbursement to EPA and the State Water
Resources Control Board, as provided by and to the extent set forth in State and
Federal statutes and regulations.

) Wastewater Treatment Standards and Regulations.

Each member agency hereby agrees to adopt wastewater treatment
standards and regulations consistent with wastewater treatment standards and
regulations adopted by the Authority.

12
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Such standards and regulations shall include provisions related to
industrial waste in which there shall be established criteria for, and restrictions on,
the nature and quality of industrial waste discharged either directly or indirectly
into the Authority’s facilities.

The industrial waste standards and regulations shall authorize the issuance
of industrial waste discharge permits thereunder and provide that such permits
will be issued by the Authority, shall authorize field inspectors or other
employees of the Authority to act as enforcement agents of the member agency
with the power to inspect and issue notices for violations of the standards and
regulations, and shall confer upon, and empower the Authority to seek civil
injunctive relief or criminal prosecution, or both, for noncompliance with, or
violation of, such standards and regulations by any discharger.

V. BUDGETS AND PAYMENTS

(A)  General Budget. Within sixty (60) days after the first meeting of the Board, a
general budget shall be prepared for the balance of the fiscal year. Thereafter at or prior to each
March meeting of the Board, a general budget shall be prepared for the ensuing fiscal year. The
initial budget and each succeeding general budget shall include the following:

(O the general administrative expenses of the Authority to be incurred during
the period covered by the budget. Each member agency shall, within thirty days of
execution of this Agreement, deposit into the general fund an amount obtained by
applying to the sum of initial general administrative expenses the percentage of that
member agency’s voting rights;

2) the expenses of operating and maintaining any improvements operated or
maintained by the Authority;

3) all revenues accruing to the Authority, including the assessments allocated
among the member agencies to cover the general administrative, operating and
maintenance expenditures;

(4) At the time of its preparation a general budget shall be submitted
immediately to the governing bodies of the member agencies for approval pursuant to
Article III, Section (G) above, final approval of a general budget shall require the prior
consent of all member agencies. Final approval shall be made by the Board within thirty
(30) days after preparation of the initial general budget and by July 1st following
preparation of each succeeding budget. A copy of the general budget shall be filed with
each member agency.

(5) Each member agency hereby agrees to include in each annual budget
approved by the governing body of such member agency amounts estimated to be
sufficient to pay all such charges and to pay to the Authority within thirty days of receipt
of a statement of the member agency’s allocated share of the actual general budget
expenses for the billing period as determined by the Board. The Authority is hereby
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authorized to take any or all legal actions necessary and permitted by law to enforce the
collection of such charges or any other compliance with this agreement, including, but
not limited to, actions or proceedings in mandamus to require each member agency to
include the amounts estimated to be necessary in each such estimated annual budget, or
to collect such charges from the taxpayers, landowners, or users of any of the facilities of
the Authority.

(B)  Project Budgets. In addition to the General Budget, the Board shall, prior to its
initiation of a project, approve the project in concept and have a project budget prepared. Each
Project Budget may include the following:

(1D the Authority’s administrative expenses allocated to the project;
2) the cost of studies and planning for the project;
3) the cost of the engineering and construction of the project;

4 the allocation among the participating member agencies of the total project
costs including but not necessarily limited to administration, planning, design,
construction and operation and maintenance;

(5) any revenues accruing to the Authority for the project from whatever
source. :

After the preparation of a Project Budget, it shall be submitted immediately to each
member agency proposed by the Board to be a participant and to be obligated for the payment of
any amount thereunder.  The Authority shall not incur any expense for the project until the
Project Budget has been approved by the governing body of each of the proposed participating
member agencies. Consent of the participating member agencies shall be required within a
reasonable length of time, said time to be determined by the Board when the Project Budget is
prepared. Upon approval by all of the participating member agencies, the Board shall adopt the
Project Budget and file a copy of same with each of the participating member agencies.

(C)  Effect of Failure of Approval of Budgets.

(D General Budget. If a general budget fails to attain the approval required
by Section (A) hereof, the director(s) of consenting member agencies may treat the
refusal of a dissenting member agency to approve the budget as a request for withdrawal
from the Authority and the remaining members may thereafter, upon giving the non-
consenting member agency thirty (30) days notice, proceed with the adoption of a revised
budget and the non-consenting member agency shall not be obligated for future debts of
the Authority nor shall it receive any benefits therefrom.

Pertaining to past debt obligations, however, the non-consenting member agency
shall continue to be obligated for the operation and maintenance costs, under the original
allocation formula, of any project in which it continues to derive benefits.
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2) Project Budget. If a Project Budget fails to attain the approval required by
Section (B) hereof, the director(s) of consenting participating member agencies may treat
the refusal of a dissenting member agency to approve the budget as a request for
withdrawal from the project concerned, but not from the Authority, and the remaining
participating member agencies may thereafter, upon giving the non-consenting member
agency thirty (30) days notice, proceed with the adoption of a revised budget and the non-
consenting member agency shall not be obligated for future debts of the project
concerned nor shall it receive any benefits therefrom. The cost of preparing the Project
Budget shall be divided among the proposed participating member agencies in proportion
to allocation of costs to said members in the current general budget.

(D)  Contributions; Payments and Advances, Use of Personnel; Equipment or
Property; Exchange of Services. It is hereby agreed that:

(D) contributions from a member agency’s treasury may be made for the
purpose set forth in the Agreement;

2) payments of public funds of a member agency may be made to defray the
cost of such purpose;

3) each of the member agencies may make advances of public funds, to be
repaid as set forth in the Agreement;

4) personnel, equipment or property may be used in lieu of other
contributions or advances, however, all member agencies must agree upon the value to be
assigned the personnel, equipment, property or services, with respect to any said
contributions or advances;

(5) the member agencies may exchange services without payment of any
consideration other than such services.

(E)  Expenditures for the Approved Budgets. All expenditures within the designations
and limitations of approved general and project budgets shall be made on the authorization of a
majority of the directors present at a meeting during which budget expenditures are approved.
No expenditures in excess of those budgeted shall be made without the unanimous consent and
approval of all of the directors representlng the member agencies affected by the budget under
consideration.

(F)  Payments of Amounts Due; Interest; Surplus. Amounts required to be paid by
any member agency shall be due and payable thirty-five (35) days from the date of billing by the
Authority. If such amount is not paid in full by the due date, interest will be added from that date
at the rate charged by the bank where the Authority maintains its principal account, based on
such rate in effect on the first day of the month for which the computation is made on a 30-day
$100,000 certificate of deposit. Interest shall not be compounded.

After completion of the purpose for which funds were provided to the Authority
by a member agency, any surplus money shall be returned to that member agency in proportion
to the funds (excluding interest) so provided.
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(G)  Reimbursement of Funds. Grant funds received by the Authority from any
federal, state or local agency to pay for budgeted expenditures for which the Authority has
received monies from a member agency shall be remitted to that member based upon the ratio of
the member agency’s advance to the total cost of the project for which the Authority has received
the grant.

VI. AUTHORITY PROJECTS

(A)  Project Members. The directors representing those members determined by the
Board to be participating members of a project shall, upon consent to the proposed project by the
participating members, constitute a subcommittee of the Board referred to as the
Project Committee.” All actions by a project committee shall be deemed actions of the Authority
and shall be taken in the name of the Authority; however, only the participating members of a
project shall have rights and obligations in said project as herein provided.

(B)  Authority Construction Projects. No project shall be constructed by the Board
without the consent of every participating member. Approval of a construction project budget by
all of the participating members shall constitute their consent for the construction of the project
by the Authority.

VII. MAINTENANCE AND OPERATION OF FACILITIES

(A)  Maintenance and Operation of Facilities. The Board shall determine, prior to the
construction of any project, whether or not the Authority shall maintain and/or operate such
facilities. If the Authority is to maintain and/or operate such facilities, it shall do so in an
efficient and economical manner, and in a manner not detrimental to the member agencies. It is
the intent of the parties that any project may be maintained and operated in the name of the
Authority. If it is determined that one or more of the member agencies shall maintain and/or
operate said facilities, said member agencies shall by written agreement consent thereto prior to
the construction thereof.

VIII. PROPERTY RIGHTS

(A)  Project Facilities. All facilities constructed by the Authority shall be held in the
name of the Authority for the benefit of the membership of the Authority in accordance with the
terms of this Agreement. Capacity rights in respect to project facilities shall be held for the
benefit of the participating member agencies in proportion to each member agency’s agreed
percentage of capacity rights in such project facility. It is the intent of the foregoing provision
that the Authority shall not acquire any unallocated capacity rights in any facility for disposal or
use, except for the benefit of the participating member agencies in proportion to their percentage
of capacity rights in said facility. Capacity rights may not be reallocated, sold, leased, assigned,
or in any way transferred, whether voluntarily, or pursuant to litigation and/or administrative
proceedings initiated by, in concert with, with the consent of, or on behalf of the member agency
or agencies seeking any such transfers, unless the member agency or agencies, whose capacity
rights may be so diminished thereby, shall give written consent to such transfer. In conjunction
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with the consolidated San Mateo County mid-coastside wastewater treatment and disposal
system (Plan F), being the project authorized to be undertaken by this Authority, .3 mgd
treatment plant capacity shall be reserved, for the first ten years of the twenty-year design of said
project, for recreational flows. In addition to flows from public recreational facilities such as
parks, beaches, marinas, and marine reserves, the term ‘recreational’ includes recreationally
related commercial facilities such as restaurants, motels, golf courses, and stables. Said
recreational capacity shall be allocated to the member agencies as they may determine.

(B)  Distribution of Assets and Termination of the Authority. To the extent that any

funds (or property in lieu of funds) received from any member agency are used for the
construction of facilities, the same shall be allocated annually on the books of the Authority to
the credit of said contributing member agency. Upon termination or dissolution of the Authority
herein created, the facilities, and any funds, in possession of the Authority at such time shall be
distributed in kind or sold, and the proceeds thereof distributed to the member agencies at the
time of termination and in proportion as their interests appear on the books of the Authority.

(C)  Liabilities. Any liability incurred by the Authority during the course of its
existence shall be discharged by payments hereby agreed to be made to the Authority by each of
the parties hereto in proportion to their contribution or approved participation in facilities of the
Authority for which the liability is attributable. Except as hereinabove provided, the debts,
liabilities, and obligations of the Authority shall be the debts, liabilities or obligations of the
Authority alone and not of the parties to this Agreement.

(D)  Failure to Meet Discharge Requirements—Separate Effluent Discharge. The
Authority shall cause the effluent of each member agency to be monitored to determine whether
or not Federal and/or State discharge requirements are being met. The member agency or
agencies responsible for the violation shall be solely responsible for any fines levied or criminal
sanctions imposed as a result thereof.

(E)  Failure to Meet Discharge Requirements—Combined Effluent Discharge. If the
effluent of the member agencies is combined, and the combined effluent at the point of ultimate
discharge into the receiving water fails to meet discharge requirements, the member agency or
agencies responsible for the violation shall be solely responsible for any fines levied or criminal
sanctions imposed. In this regard, the member agency or agencies responsible for the violations
shall hold harmless the Authority and the other non-violating member agencies from all liability
and/or damages incurred by said Authority and/or member agencies as a direct and proximate
result of said violation, including, but not limited to, legal, engineering, and administrative
expense and direct or indirect damages incurred by the Authority or the member agency as a
result of a cease and desist order or court injunction from any State or Federal agency restricting
construction within the jurisdictional limits of said Authority or member agency. In the event
two or more member agencies are responsible for failure of the combined effluent to meet
discharge requirements as above provided, the member agencies responsible for the violation
shall be jointly and severally responsible to the Authority and to the other non-violating member
agencies. Upon notification of such violation, the member agency or agencies shall take prompt,
corrective action as necessary to meet said discharge requirements. If any member Agency fails
to take such action, the Authority by unanimous vote of the Board (excluding those members of
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the Board who are representatives of the member Agency or Agencies who are in violation of the
discharge requirements) may elect to do either one or both of the following:

(a) Have undertaken at the cost and expense of the violating member
agency or agencies the construction of such additional treatment facilities as are
necessary to meet said discharge requirements.

(b) Impose a prohibition of additional connections to the collection
system of the member agency or agencies in violation.

Nothing in this Section shall preclude one or more agencies from providing additional
levels of treatment to insure meeting waste discharge requirements in the combined effluent. In
the event that one or more member agencies are obligated to provide additional levels of
treatment to meet waste discharge requirements for the combined effluent, all member agencies
requiring the additional levels of treatment shall participate in the costs of such treatment based
on their relative contribution of waste characteristics to be treated and the costs of providing such
treatment.

IX. SETTLEMENT OF DISPUTE OR CONTROVERSY

Should any dispute or controversy arise in connection with the books, records or accounts
of any party to this Agreement or in connection with the acquisition, construction, maintenance,
operation, repair, reconstruction or enlargement of the Joint System or in connection with any of
the affairs or operation thereof, or the execution of the term of this Agreement, the governing
bodies of the parties to this Agreement may elect to arbitrate the dispute or controversy in
accordance with the rules of the American Arbitration Association or by any other mutually
agreeable method of settlement.

X. MISCELLANEOUS PROVISIONS

(A)  Duration. The Authority shall continue until this Agreement is rescinded as
herein provided.

(B)  Rescission and Termination. This Agreement may be rescinded and the Authority
terminated by written agreement of all member agencies. Upon termination of the Authority, its
assets and liabilities shall be divided among the then member agencies in proportion to their then
ownership interests.

(C)  Withdrawal. Any member agency may withdraw from the Authority at any time
upon giving each of the other member agencies one hundred and twenty (120) days written
notice prior to the end of the fiscal year; provided, however, in the event the withdrawing
member agency has any rights in any facility of the Authority or obligations to the Authority,
said member agency cannot sell, lease or transfer said rights or be relieved of its obligations,
without the execution of a written agreement executed by it and another member agency. The
term “obligations™ as used herein shall include, but not be limited to, bonded indebtedness and
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capital replacement costs. Upon termination, a withdrawn member agency will be treated like all
the other member agencies in regard to the provisions of Article VIII (B) hereof.

(D)  Amendments. Exhibit “A” hereto shall be amended or supplemented upon a
member agency filing with the Authority a certified copy of the member agency’s resolution
ordering a change of its boundary or service area boundary or resolution determining to
withdraw from the Authority. The other provisions of this Agreement may be amended only by
the consent of all member agencies.

(E)  Severance. If any section, subsection, sentence, clause or phrase of this
Agreement, or the application thereof to any of the member agencies or any other persons or
circumstances, is for any reason held invalid, the validity of this Agreement, or the application of
such provision to the other member agencies or to any other person or circumstances, shall not
be affected thereby. Each of the member agencies hereby declares that it would have entered
into this Agreement, and each section, subsection, sentence, clause or phrase thereof, regardless
of the fact that one or more sections, subsections, sentences, clauses or phrases, or the
application thereof, to any member agency or any other person or circumstances be held invalid.

(F)  Filing with the Secretary of State. The Secretary of the Authority shall file with
the Secretary of State a notice in accordance with Government Code Section 6503.5, and shall
file notices, as appropriate, in accordance with Government Code Section 53051.
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be executed
on the day and year first above written.

CITY OF HALF MOON BAY

By s/Lloyd T. Cardoni
Mayor

Attest:

By s/ Barbara K. Driscoll
Deputy City Clerk

seal)

MONTARA SANITARY DISTRICT

- By s/ L. Paul Leger
President Pro Temp)

Attest:

By s/ Susan C. Muth
Secretary Pro Temp)

seal)

GRANADA SANITARY DISTRICT

By s/ William L. Sawrey
President

Attest:

By s/ Larry Pollard
Secretary

seal)
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