District of Columbia Water and Sewer Authority
MINUTES

117" Meeting of the Board of Directors
Thursday, January 4, 2007

Present Directors

Chairman Glenn Gerstell, District of Columbia

Dr. Jacqueline F. Brown, Prince George’s County

F. Alexis Roberson, District of Columbia

David J. Bardin, District of Columbia

Kenneth Davis, Alternate for Vacant Position, District of Columbia
Bruce Romer, Montgomery County

James Caldwell, Montgomery County

Anthony Giriffin, Fairfax County

David Byrd, Prince George’s County

Present Alternate Directors

Paivi Spoon, Prince George's County
Brenda Richardson, District of Columbia
David Lake, Montgomery County

Joseph Cotruvo, District of Columbia

Paul Folkers, Montgomery County

Chris Akinbobola, Prince George’s County
Howard Gibbs, District of Columbia

WASA Staff

Jerry N. Johnson, General Manager
Avis M. Russell, General Counsel
Linda R. Manley, Secretary to the Board of Directors



Chairman Gerstell called the 117" meeting of the District of Columbia Water and Sewer
Authority’s Board of Directors meeting to order at 9:36 a.m.

Ms. Manley called the role to establish a quorum.

Approval of Minutes of December 7, 2006 Meeting

It was Moved and Seconded that the minutes of the Board of Directors’ meeting of
December 7, 2006 be approved. The motion carried. The minutes of the December
7, 2006 meeting were unanimously approved.

Finance and Budget Committee
Reported by: Chairman Glenn Gerstell

Chairman Gerstell reported that the Committee reviewed and discussed the Authority’s
revised FY 07 budget and the proposed FY 08 budget. The revised operating budget
for 2007 is $311.2 million a 2 percent decrease from the FY 2007 approved budget.
The FY 2008 proposed budget increases by $30 million, or 9 percent above the revised
budget level. This is due to higher debt service costs.

The Committee discussed the staffing levels for authorized full-time positions. Since FY
1998, WASA has reduced 394 authorized positions; this is consistent with the goals
established by the internal improvement plan.

Human Resources/Labor Relations Committee
Reported by: Bruce Romer

The Committee reviewed and discussed recruitment incentive recommendations for
WASA Employees. The Committee took no action on the recommendations and
requested that staff go back and develop additional information.

Mr. Romer noted that the WASA employees who were hired under the Civil Service
Retirement System by the District of Columbia prior to 1987 are entitled to health
benefits after retirement. However, the post-1982 employees, whether they were hired
by the District of Columbia and now WASA employees, or whether hired directly by
WASA are not entitled to those benefits.

Staff presented an overview of “defined benefits vs. defined contribution” approaches
and brought attention to the Government Accounting Standards Board (GASB)
Statements No. 43 and 45. It was indicated that under GASB, defined benefit retiree
medical plans have to be fully funded or the cost of these programs must be recorded
as a liability, which can impact credit and bond ratings.



The Committee reviewed alternatives such as Health Savings Accounts, 401 (a)
Employer Matching Contributions and Voluntary Employee Benefits Associations
(VEBA). After reviewing the advantages and disadvantages of each alternative, the
implementation of an employer match into the 401(a) Plan was recommended by the
Committee.

In addition, the Committee discussed staff's proposal to implement a Retirement Health
Savings Plan under the ICMA VantageCare Program. The benefits under this program
would be tax-free and would cover medical expenses for participants, spouses and
dependents. The contributions for this program would be accrued sick leave at the time
of separation. A recommendation was made to implement a Retirement Health Savings
Plan.

Alexis Roberson stated that she asked the General Manager to consider increasing the
two percent proposal and to provide the impact of that proposed increase on the
Authority’s budget. The General Manager provided the Board with the calculations and
reiterated that the calculations are based on non-union employees because pay and
benefits have to be negotiated as part of the contract negotiations for union employees.

The General Manager stated that staff continues to recommend that the defined
contribution program start at the two percent level as recommended and assess the
program at a 12 to 18 month interval to determine if further adjustments should be
made.

Mr. Boomershine, Aon Consulting, explained that unlike a defined benefit program, if
the Authority did a defined contribution approach, there is no liability on the financial
statements that the Authority has to comply with GASB. He stated that with the defined
contribution approach, the Authority is fulfilling the liability every year as the program
goes forward.

Mr. Johnson explained that to be vested in the defined contribution program, the
employee would have to be employed with the Authority for three years.

Environmental Quality and Operations Committee
Reported by: James Caldwell

The Environmental Quality and Operations Committee met on December 21, 2006. Mr.
Caldwell noted that Brenda Richardson participated via telephone.

Mr. Caldwell reported that the average flow at Blue Plains for the month of November
was 331 MGD, with 146 million gallons of treated excess flow discharged due to wet
weather. All permit parameters were met.

Mr. Caldwell reported that a draft permit was noticed by EPA. There are still a number
of concerns regarding nitrogen management issues. The Authority will forward
comments to EPA by January 19, 2007.



Mr. Caldwell reported that based on the Authority’s compliance testing to date, the
Authority is now in a situation where it could request EPA to reduce sampling to a
normal sampling schedule, 50 samples per year taken during the warm weather
months. This is in lieu of the current requirement that the Authority take a minimum of
100 samples each calendar semester.

The Committee had a detailed discussion of the capital budget. Mr. Caldwell
highlighted the enhanced nutrient removal program that is under review as to how the
Authority plans to proceed based on EPA discussions. The program is not included in
the budget request, however, it is important to note because the program could be a
significant addition to the budget.

Mr. Caldwell stated that there is a hierarchy of priorities presented in the budget and the
four highest categories represent legally binding orders, permit compliance, health and
safety programs, and good engineering practices. He noted that 45 percent of those
budget costs are associated with legal requirements that the Authority must be in
compliance with.

The Committee received five action items for recommendation to the full Board.
However, two of the contract recommendations are under protest and the Committee
convened into an executive session to discuss those contracts. After a significant
discussion the Committee did recommend that all five contracts move forward to the full
Board for approval. Mr. Caldwell noted that committee member Alexis Roberson was
not comfortable with moving the two biosolids contracts forward. Therefore, the majority
of the Committee recommended the contracts to be forwarded to the full Board.

Under other business, there was also a suggestion by Board member, David Bardin, to
place a $1 million budget line item associated with stormwater management techniques
in the District, (such as green roofs, and low impact development techniques) to offer
grants for people to move forward with that type of technology.

Mr. Bardin supplemented Mr. Caldwell’s discussion on the $1 million budget line item.
He noted that the money could be spent, partly spent, or carried forward or not spent,
so it would be the basis for a grant program. The second part was that the Board would
ask the General Manager to come up with a proposal of how he would actually design
and implement a grant program. That would be something that would come during the
rest of this fiscal year and be reviewed by and approved by the Board before October 1.

General Manager’s Report
Reported by: Jerry Johnson, General Manager

The General Manager reported that the Authority is about 16 percent of the revised
budget, or $19 million in disbursements to date. The Authority has been advised
recently of a substantial increase in its methanol costs of 50 percent from $1.05 per
gallon to $1.55 per gallon. The Authority has been monitoring chemical and electrical
costs closely. There may be some room for negotiating the costs.






