167th Meeting of the DC Water Board of Directors- 1. Call to Order (Chairman William Walker)

DISTRICT OF COLUMBIA WATER AND SEWER AUTHORITY
167" MEETING OFTHE BOARD OF DIRECTORS
Thursday, July 7, 2011
. 9:30 a.m.
water 18 5000 Overlook Avenue, SW
Room 407

AGENDA'

I Call to Order (Chairman William Walker)

1. Roll Call (Board Secretary)

M. Approval of June 2, 2011 Minutes (Chairman William Walker)
V. Chairman’s Overview

V. Committee Reports

Governance Committee (Alethia Nancoo)

Human Resources and Labor Relations Committee (Anthony Griffin)
Environmental Quality and Sewerage Services Committee (Robert Hoyt)

Water Quality and Water Services Committee (Joseph Cotruvo)

Finance and Budget Committee (David J. Bardin)

District of Columbia Retail Water and Sewer Rates Committee (David J. Bardin)

oOuhwWNE

VI. General Manager’s Report (George S. Hawkins, General Manager)

VIl. Consent ltems (Joint-use)

1. Approval to Execute Contract No. DCFA 394-WSA, AECOM — Resolution No. 11-71
(Recommended by the Environmental Quality and Sewerage Services Committee
06/16/11)

2. Approval to Execute Contract No. 100200, Ulliman Schutte Construction, LLC. —
Resolution No. 11-72 (Recommended by the Environmental Quality and Sewerage
Services Committee 06/16/11)

! The DC Water Board of Directors may go into executive session at this meeting pursuant to the District of Columbia
Open Meetings Act of 2010, if such action is approved by a majority vote of the Board members who constitute a
guorum to discuss: contract negotiations under § 405(b)(1); legal, confidential or privileged matters under § 405(b)(4);
collective bargaining negotiations under § 405(b)(5); facility security under 8 405(b)(8); disciplinary matters under §
405(b)(9); personnel matters under § 405(b)(10); proprietary matters under § 405(b)(11); decision in an adjudication
action under 8 405(b)(13); civil or criminal matters where disclosure to the public may harm the investigation under §
405(b)(14), and other matters provided in the Act.
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Approval to Execute Contract No. 090190, Corinthian Contractors, Inc. — Resolution
No. 11-73 (Recommended by the Environmental Quality and Sewerage Services
Committee 06/16/11)

Approval to Execute Contract No. WAS-05-026-AAA-VW, Hess Corporation —
Resolution No. 11-74 (Recommended by the Finance and Budget Committee
06/23/11)

Approval of the FY 2011 Transfer to the Rate Stabilization Fund — Resolution No. 11-
75 (Recommended by the Finance and Budget Committee 06/23/11)

Approval of the FY 2012 Revised Operating Budget — Resolution No. 11-76
(Recommended by the Finance and Budget Committee 06/23/11)

VIIl. Consent ltems (Non-Joint Use)

1.

Approval of Contract No. 110050, Ulliman Schutte Construction, LLC — Resolution
No. 11-77 (Recommended by the Environmental Quality and Sewerage Services
Committee 06/16/11)

Approval of Contract No. 110060, Fort Myer Construction Corporation — Resolution
No. 11-78 (Recommended by the Environmental Quality and Sewerage Services
Committee 06/16/11)

Approval of Change Order No. 1 of Contract No. 090170, Fort Myer Construction
Corporation — Resolution No. 11-79 (Recommended by the Water Quality and Water
Services Committee 06/16/11)

Approval of Contract No. 110030, Corman Construction, Inc. — Resolution No. 11-80
(Recommended by the Water Quality and Water Services Committee 06/16/11)

Approval of Proposed Water and Sewer Services Rates, Right of Way (ROW) and
Clean Rivers, Impervious Area Charges (IAC), Engineering Review and Pretreatment
Fees for FY 2012 — Resolution No. 11-81 (Recommended by the DC Retail Water
and Sewer Rates Committee 06/28/11)

IX.  Executive Session — To discuss legal, confidential or privileged matters pursuant to Section
2 of the Open Meetings Amendment Act of 2010.

X. Adjournment

Upcoming Committee Meetings

e CANCELLED: Governance Committee and Human Resource and Labor Relations
Committee meetings for July
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Environmental Quality and Sewerage Services Committee — Thursday, July 21%' @ 9:30
a.m., 5000 Overlook Avenue, SW — 4™ Floor

Water Quality and Water Services Committee — Thursday, July 21* @ 11:30 a.m., 5000
Overlook Avenue SW — 4™ Floor

DC Retail Water and Sewer Rates Committee Meeting -Tuesday, July 26" @ 9:30 a.m.,
5000 Overlook Avenue, SW — 4" Floor

Audit Committee — Thursday, July 28" @ 9:30 a.m., 5000 Overlook Avenue, SW — 4" Floor

Finance and Budget Committee— Thursday, July 28" @ 11:00 a.m., 5000 Overlook
Avenue, SW — 4" Floor
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‘ District of Columbia Water and Sewer Authority

water is Board of Directors
MEETING MINUTES

Thursday, June 2, 2011

Present Directors

Chairman William Walker, District of Columbia (via telephone)
Timothy Firestine, Interim Vice Chairman, Montgomery County
David J. Bardin, District of Columbia

Robert Hoyt, Montgomery County

Alethia Nancoo, District of Columbia

Anthony Griffin, Fairfax County

Alan Roth, District of Columbia

F. Alexis Roberson, District of Columbia

Bradford Seamon, Prince George’s County

Carla Reid, Prince George’s County

Present Alternate Directors

Joseph Cotruvo, District of Columbia

James Patteson, Fairfax County

Howard Croft, District of Columbia

David Lake, Montgomery County

Howard Gibbs, District of Columbia

Kathleen Boucher, Montgomery County

Dawn Hawkins-Nixon, Prince George’s County

DC Water Staff

George S. Hawkins, General Manager

Meena Gowda, Acting General Counsel

Linda R. Manley, Secretary to the Board of Directors

Vice Chairman Firestine called the 166th Meeting of the District of Columbia
Water and Sewer Authority’s Board of Directors to order at 9:33 a.m.

Vice Chairman Firestine asked Linda Manley, Board Secretary to confirm a
quorum. Ms. Manley confirmed a quorum.
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Approval of the May 5, 2011 Meeting Minutes

Vice Chairman Firestine asked for a motion to approve the May 5, 2011 minutes.
The minutes were moved and seconded with approval by the Board of Directors.

Vice Chairman Firestine asked the General Manager to introduce the interns to
the Board members.

The General Manager noted that this is the 13" year for DC Water’s Internship
Program. This year there are 35 interns from 27 different colleges and
universities, in addition to the 22 interns that work for DC Water on a full time
basis. The General Manager congratulated Rick Green, Director of Human
Resources, and Al Collins, Acting Training Manager, for heading the program.

Environmental Quality and Sewerage Services Committee

Reported by: Robert Hoyt, Chairperson

Mr. Hoyt reported that April was wetter than average for the month. Flow
averaged 308 MGD, with a 12-month average of 298 MGD. All permit
parameters were met.

The General Manager reported on the status of obtaining easements or permits
for the proposed tunnel alignments. He stated that obtaining easements from
DDOT continues to be an issue, although an alternate approach may be feasible
for issuing permits for near surface facilities and easements for the deeper tunnel
structure. Staff will move forward on the project by getting permits for the surface
portion of the project and continue to work with DDOT to get easements on the
subterranean portion of the project. It was also reported that DC Water has been
unsuccessful in gaining permanent easements from the US Federal Highway
Administration (FHWA) for the portion of work within the FHWA corridor.

At the request of Mr. Bardin during the Board meeting, the General Manager
provided the Board a current update on the easements. He noted that DDOT
has verbally confirmed to DC Water staff that they are willing to submit the
application seeking the hybrid solution so that FHWA has to respond in writing to
clearly understand their reasoning for their decision and have it on record.

Mr. Bardin asked if DC Water has received a Memorandum of Understanding
with the federal agencies on the first part of the tunnel, the boring from Blue
Plains under the federal lands. Mr. Benson responded that DC Water has not
received the MOU but does not anticipate an issue. Mr. Bardin requested that
the Environmental Quality and Sewerage Services Committee and the Board be
provided an update on the progress.

Mr. Hoyt continued his report and noted that David McLaughlin, Director of
Engineering and Technical Services, provided an update on the Potomac
Interceptor.  Mr. McLaughlin stated that staff will proceed with the next
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modification in the series of increasingly expensive and complicated corrective
measures intended to obtain certification of pump station capacity. The effort
now underway will require a pump impeller change. The cost of the modification
of the first pump to incorporate the new impeller will be around $300,000.

Mr. McLaughlin provided an update on the Odor Abatement Project. The
construction on the Maryland and DC sites is proceeding on schedule. As for the
Virginia sites, approval processes are continuing in anticipation of a late June
construction advertisement for bids. Mr. Hoyt thanked Board member James
Patteson for his work on the Virginia site.

Six contracts are recommended by the Committee for Board approval.

The Committee received a quarterly report on the Capital Improvement Program
and requested a modification to the report format.

The Committee received a report on the CSO and discussed the types of CSO’s
that occur and discussed the proposed format to present information on these
events to the Committee. There is a concern with knowing whether there are any
permit violations, and the Committee requested that the report include estimates
for the amount of nutrients discharged, in addition to the number of overflow
events and volume discharged.

The Committee then discussed the cost allocation for multi-jurisdiction use
pipelines and pump stations and the Blue Plains Regional Committee meetings.
The Committee will receive updates.

Water Quality and Water Services Committee
Reported by: Joseph Cotruvo, Vice Chairperson

The Committee met on May 19, 2011. Mr. Charles Kiely, Assistant General
Manager for Consumer Services, reported there were no positive total coliform
samples in the month of April and so far in the month of May.

Mr. Kiely reported that in the current semester there have been no first-draw LCR
samples above the 15 parts per billion (ppb) action level criterion for lead. The
90™ percentile is 5 ppb which is considerably below the 15 ppb.

The Washington Aqueduct resumed chloramination for the secondary residual
disinfection process on May 2. Staff will continue to monitor the effectiveness of
the spring cleaning under the reduced chlorine dosage and report the results to
the Committee in the fall.

Mr. Kiely informed the Committee that the EPA Science Advisory Board met to
examine the existing lead service line regulations to determine if there is a need
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to modify those regulations. Dr. Cotruvo noted that DC Water should take an
assertive role in offering explicit comments on the draft report from the Advisory
Board.

The Committee then received a status on the Fire Hydrant Program. It was
reported that as of May 2 there were 22 out of service hydrants that were
mechanically defective. This amounts to 0.24 percent of total public hydrants,
well under the target goal of 1 percent.

Discussions are ongoing with DC Water and Fire and Emergency Management
Services to determine the scheduling and distribution of responsibilities for the
inspections.

The Committee received a presentation on cyber security and the risks that may
be encountered by any large entity such as DC Water that relies on electronic
control systems. Mr. Roth noted that he shared DC Water's presentation to his
organizations cyber security policy expert who stated that the information was
one of the most complete, forthright, and honest assessments for a utility
organization that he has seen. Mr. Roth commended the General Manager and
IT staff.

Laura Preston, Director of Customer Services, provided the Committee with a
follow up presentation on account collections procedures.

The Committee received a presentation from Mr. Kiely on water quality
complaints. He presented DC Water’'s approach to the complaints and how they
are addressed, scheduled and resolved. The Committee appreciates the work
that is being done by staff emphasizing that a rapid response to consumer
complaints on water quality and corrective actions were critical to the
community’s perception of water quality.

Audit Committee
Reported by: Timothy Firestine

Mr. Firestine reported that the Committee discussed a number of follow-up items.
John Madrid, Controller, explained to the Committee the controls implemented
within the Purchasing Card (P-Card) process.

The Internal Auditor performed a security audit and made a number of
recommendations. Staff has taken action to address some of the
recommendations. The majority of the recommendations will be made following
the completion of a full vulnerability and risk assessment by an outside firm.

The Committee received a status on internal audit activities. The fire hydrant
maintenance audit was completed. There are no major issues with respect to fire
hydrant maintenance and the out-of-service hydrants number is low compared to
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other utilities. There are a number of recommendations in reference to improving
documentation of findings as meters are checked. The other recommendation
was to change the data that is included in the General Manager’s dashboard.
However, the Committee agreed that it would not be useful to adjust the data
recommended by the Internal Audit. In addition, there are four audits in the
reporting stage: the IT disaster recovery and business continuity audit; audit of
permitting operations, audit of fleet management, and an audit of automated
meter reading and customer billing.

Joint Meeting of the Finance and Budget Committee and DC Retail Water
and Sewer Rates Committee
Reported by: Timothy Firestine, Chairperson

Mr. Firestine noted that Mr. Bardin shared the chairing of the joint meeting. The
Committee received an update on the 2011 financial situation. It was reported
that as of April 30, 2011, with 58 percent of the fiscal year completed, revenues
were at 55 percent, expenditures at 52 percent and capital disbursements are
still lagging behind expectations of 48 percent.

The operating reserve requirement for the year was $13.6 million above the
required average of $125 million.

The Committee had a lengthy discussion on the FY 2012 Revised Budget looking
at potential options for changes for pay-as-you go contributions to the capital
budget or to increase rate stabilization funds and/or change the assumptions that
are in the budget. These decisions will be made in June.

The Committee received a report from management that with more than 7
months of the year done, the Authority is anticipating there will be $16.6 million in
excess cash over the operating reserve requirement of $125.5 million by the end
of the year.

The Committee discussed in detail various options for use of the excess cash
noting that approximately $2.9 million of the excess cash will be refunded to the
wholesale customers in FY 2012 pursuant to contractual true-up provisions of the
IMA. Options discussed included additional PAYGO, additional transfers into the
Rates Stabilization Fund, lower FY 2012 retail rate adjustments, customer
rebates, personnel performance based pay and establishment of an endowment
fund where the interest would be used for future items to be identified by
management and the Board.

Mr. Roth noted that in the discussion of the excess cash, he suggested a
possible potential for funding a high school job training program which is not
reflected in the meeting minutes. He requested that the minutes be revised to
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include the discussion on the program. Vice Chairman Firestine noted that the
minutes can be amended for both Mr. Bardin and Mr. Roth’s request.

The Committee received an overview regarding DC Water budgetary support for
the Council of Government (COG) programs. Staff prepared a chart detailing the
cost contributed to COG for programs related to DC Water and also relative to
the total costs paid by the participating jurisdictions. The Committee will review
in more detail the costs at a future meeting to determine if those costs could be
reduced in the future.

The Committee is recommending the approval of the contract for Aon risk
services.

Mr. Bardin noted that the Finance and Budget Committee minutes asked for
Schedule C of the Board’s February resolution to be attached. However,
Schedule A was attached and Mr. Bardin is requesting that Schedule A is
replaced with Schedule C.

DC Retail Water and Sewer Rates Committee
Reported by: David J. Bardin

Ms. Yvette Downs, Budget Director, provided the Committee a status on the
Long Range Rate Planning. Staff is working with the consultants and analyzing
the consumption data available within the automated meter reading system. A
full update will be given to the Committee in July.

The General Counsel provided the Committee with a written update on three
problematic accounts: Howard University, Soldiers Home and the Town of
Vienna. The Committee had no questions and looks forward to future updates.

The Committee reviewed its work plan and the area that received the majority of
the Committee’s attention was the question of understanding the Impervious
Area Program and the Clean Rivers Project. An overall review to include review
of Board policies such as the exemption from IACs of paved areas in District-
owned and federally owned rights of way will happen in Fiscal Year 2012.

The next meeting of the Committee will be held on June 28" at 810 First Street,
N.E. The meeting focused on the proposed increase in retail rates and charges.
In addition, the Committee will review comments in response to proposed
changes in miscellaneous fees and charges.
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General Manager’s Report
Reported by: George Hawkins, General Manager

The General Manager informed the Board that DC Water's Customer Service
Operation and Command Center located at 810 First Street, N. E., has been
affected by the on-going closure in Northeast Washington due to the power
outage. The Command Center personnel and the technology needed were
relocated to the Bryant Street facility. The Customer Service offices were closed
and DC Water has identified the banks that will accept bill payments and noted
that electronic payments are still possible. It is anticipated that the operations will
be back to 810 First Street on tomorrow.

The General Manager thanked the Board members who participated in the
kickoff of the Digester Project and the Enhanced Nitrogen Removal Project. He
noted that Len Benson, Walter Bailey, Dave McLaughlin and Gus Bass did a
tremendous job on the projects. In addition, he sent an email to Jerry Johnson
commending him as well.

The General Manager noted that there was a recent press conference in
Columbia Heights for the Tap It Program. This is a full-scale effort to encourage
people to use tap water. There are sixty-seven institutions in the city that have
agreed to sign on with the program. There will also be advertisements on the
sides of the metro buses.

The General Manager informed the Board that there is a long-standing debate
with whether DC Water at Blue Plains is a major source for air pollutants with
methanol being the big issue. He received a three hour review of the issue and
has been convinced that DC Water at Blue plains is not a major source for air
pollutants.

DC Water is in intense discussions with FEMS. FEMS will do far more
inspections than was originally anticipated. DC Water does certain levels of
inspections for quality control. However, with FEMS doing the lion’s share of
inspections, this allows DC Water to dedicate as much of its resources as
possible to maintenance and replacement of the system itself and at the moment
that is going very well.

The General Manager provided an update on the Chain Bridge Road main work.
He noted that the water main on Chain Bridge Road has been fully replaced and
new service lines will be connected to every home by June 15". Also, eight new
fire hydrants have been added to Chain Bridge Road. This has been an
enormous undertaking and a significant project which is near completion.

The General Manager then went into a discussion on the net surplus. He
proposed to the Committee consideration for bonuses in 2012 since bonuses are

10
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not part of the current budget, recognizing this is an issue the Board has great
interest in.

In addition, the General Manager noted that he may have misstated to the
Committee that DC Water create an endowment with the net surplus. He stated
that the Board has established procedures requiring $125.5 million in reserve
which covers a variety of debt instruments for debt financing on DC Water’s
rating basis. The General Manager’s approach is to increase the reserves to
$130.5 million and take the interest from the additional $5 million allocating it if
needed for operations or capital in an emergency.

The General Manager raised the following four prospects for the net surplus at
the committee meeting: (1) possible baseline amount placed into SPLASH to
increase the advertisement and maybe fundraising and support for the SPLASH
Program; (2) job development program mentioned by Mr. Roth; (3)
entrepreneurial pilots designed to take the technology and innovations that are
being driven here at DC Water and turn them into revenue makers; and (4)
research or pilots demonstrating alternatives to reducing pollutants on the
watershed basis to strengthen DC Water’s argument that wastewater facilities
throughout the Chesapeake Bay have been disproportionately paying the cost of
improvement to the Chesapeake Bay relative to other pollutant sources.

Mr. Firestine noted that the Committee also discussed the fact that the majority of
the discussion is an issue for the District members of the Board. The crossover
is when the Board looks at options such as paying bonuses to employees. To
that extent, the suburban participants would be a part of the discussion.

Mr. Roth noted that the Board is joined again by a delegation from DC Jobs
which is a follow up to the conversations that the Board held at its last meeting
regarding the tunnel contract. He noted that he received the summary of a
hearing held by Councilmember Tommy Wells raising some of the same issues
and questions that were raised at the Board meeting on last month regarding
Skanska. He asked the General Manager if there had been any further
conversations with the joint ventures about the discussions held at the meeting or
progress made in moving along toward a more amicable solution to the questions
raised.

The General Manager responded that at the direction of the Board at its last
meeting, staff is preparing to make a presentation on DC Water's general
procurement program to the Environmental Quality and Sewerage Services
Committee and the specifics of the tunnel contract to the Governance
Committee. Mr. Roth suggested that the General Manager convene a meeting
with Skanska and DC Jobs in an attempt to work their concerns out regarding
Skanska and DC Water’s tunnel contract.

11
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Ms. Roberson discussed the possibility of having Skanska talk directly to the
Governance Committee to reassure the Committee that they will be in
compliance. The General Manager noted that DC Water has had extensive
conversations on the tunnel contract regarding compliance. He reported that the
general partner for the contract has a full-time compliance officer and DC Water
has hired its own compliance officer.

Ms. Nancoo stated that the Governance Committee will discuss all of Mr. Roth's
and Ms. Roberson’s concerns at its next meeting and is encouraging all Board
members to attend.

Consent Iltems (Joint Use)

Mr. Bardin moved the adoption of Resolutions No. 11-63 through 11-70, Ms.
Nancoo seconded the motion. The motion to approve Resolutions No. 11-63
through 11-70 was unanimously approved by the Board.

The 166™ Meeting of the DC Water Board of Directors was adjourned at 10:48
a.m.

Secretary to the Board of Directors

12
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dcé

Water iS 11 ﬂj BOARD OF DIRECTORS

Governance Committee
June 8, 2011
9:30 a. m.

DISTRICT OF COLUMBIA
WATER AND SEWER
AUTHORITY

MEETING MINUTES

Committee Members DC Water Staff

Alethia Nancoo, Chairperson George S. Hawkins, General Manager
Kathleen Boucher Meena Gowda, Acting General Counsel
Anthony Griffin Linda R. Manley, Board Secretary
David Lake Kim Turner, Director Policy and

Alan Roth Government Relations

Loretta Caldwell, DC Water Consultant
Third-Party Compliance Oversight
Board Members Attending
Howard Croft
Alexis Roberson

Chairperson Alethia Nancoo called the meeting to order at 9:40 a.m., noting that the
purpose of today’s meeting was for the Committee to get a detailed overview of the
business development opportunities of the enterprise and fair hiring practices of the
enterprises’ contractors. The Chairperson then turned the Committee’s attention to
Items # 2 and 3 on the Agenda — DC Water Employment and Business Development
Program Requirements and Blue Plains Tunnel Design-Build Contract with Traylor
Brothers-Skanska-JayDee Joint Venture. The Chairperson requested that the General
Manager give a presentation on these two items and suggested to the Committee
members that questions be held until the end of the presentation. The General
Manager’s presentation covered the Department of Employment Services (DOES) First
Source Hiring Agreement (“First Source Agreement”’) DC Water's Local Business
Enterprise Program, the Disadvantaged Business Enterprise Program, and DC Water’s
history of compliance with regards to the EPA's Fair Share Objectives. The General
Manager stated that the EPA found DC Water's participation in the Fair Share
Objectives to be the most successful in Region 3, having met and exceeded its Fair
Share Objectives.

dcwater.com
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The presentation also addressed the Skanska Northeast DBE matter. The General
Manager pointed out that Skanska USA Civil Southeast (which has a 25% share of the
joint venture contracted for the design-build work for the Blue Plains Tunnel) is a legally
separate company from Skanska USA Civil Northeast, which recently signed a non-
prosecution agreement with the U.S. Attorney’s Office related to an investigation of a
DBE firm contracting on several New York City transit projects that had received Federal
funds.

The General Manager's presentation then turned to the numerous mechanisms in
place to ensure compliance with DC Water's M/WBE Program. The General Manager
further reported that the managing partner of the joint venture for the Blue Plains Tunnel
Project had hired a third-party consultant to provide compliance oversight ( Robinson
Associates, a DC based firm) and DC Water had hired its own third-party consultant to
provide compliance oversight on DC Water’'s behalf (L.S. Caldwell Associates, a DC
based firm). The elements of the DC Water approach for achieving M/WBE contracting
compliance for the Blue Plains Tunnel Project were detailed. Such elements included: (i)
keeping local project dollars local;(ii) encouraging the use of District-based and user
jurisdiction—based MBE/WBEs;(iii) achieving the MBE/WBE goals; (iv) encouraging the
First Source Agreement goals; and (v) requiring the submittal of monthly contractor
reports in a timely manner to keep the local community informed.

The General Manager then turned the presentation over to Loretta Caldwell of L.S.
Caldwell Associates who detailed both the DC Water pre—proposal contract outreach
efforts and the DC Water post- proposal contract outreach efforts for the Blue Plains
Tunnel Project.

The pre-award and post- award compliance efforts of the joint venture of Traylor
/Shanska/JayDee were also detailed and the General Manager introduced Sharon
Robinson of Robinson Associates, the third party compliance consultant for the joint
venture.

The General Manager concluded his presentation and a lengthy discussion ensued.
The Committee members acknowledged that while DC Water has a fully developed
Business Development Plan, it appears a program to ensure fair hiring practices of DC
Water’s contractors was not similarly in place. In particular, the Committee members
guestioned what enforcement practices did DC Water have in place in the event a
contractor did not follow the requirements of the First Source Agreement and DC
Water’s expectations of fair employment practices. The General Manager emphasized
that the Clean Rivers Project is being constructed in phases. Those contractors working
on the Blue Plains Tunnel Project will be constantly monitored and their compliance or
lack thereof will be a part of the selection process for upcoming phases. The Committee
also discussed the relationship between the other jurisdictions and the District's First
Source Program. The Committee also stressed the importance of not only DC Water’'s
contractors hiring MBE and WBE firms, but also ensuring that contractors and
subcontractors hire local workers. The Committee requested that staff supply them with

2

water.com
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the estimated amount of new hires for the Blue Plains Tunnel Project. The Committee
also inquired as to the cost to the ratepayer for complying with the previously referenced
programs. The Committee discussed various approaches to increasing local hires for
DC Water projects. These approaches included starting a practice to look at the next
lowest bidder(s) on any given project to determine if such bidders were in a position to
hire more local workers. The Committee also asked the Acting General Counsel to see if
there were any legal impediments for DC Water to adopt its own First Source Program
rather than going through DOES.

The discussion concluded that DC Water had both a short term goal and a long term
goal in developing a Contractor Fair Hiring Practice Plan. The short term goal is to
ensure that the contractors on the Blue Plains Tunnel Project ‘buy into’ the concept of
employing local residents and developing apprenticeship programs. The Committee
requested staff to develop a monthly report that accurately reflected the compliance
history and employment practices of the contractors. It was suggested that this report
be developed by Caldwell Associates. The long term goal is for DC Water to develop its
own First Source Program. The Committee suggested that the staff look at similar
programs in surrounding jurisdictions. The Committee noted that compliance programs
in Virginia are more outreach-oriented and education-oriented than regulation-oriented.

As the presentation and subsequent discussion covered both Agenda Items # 2 and 3,
the Chairperson then turned the Committee’s attention to Agenda Item # 4—
Government Affairs: Update. The Director, Policy and Government Relations, Kim
Turner, briefed the Committee on Federal, District and DC Water legislative activities.
The Director noted that the ‘Department of Defense and Full — Year Continuing
Appropriations Act of 2011 reduced the federal payment/contribution for the Clean
Rivers Project from $25,000,000.00 to $11,499,000.00. The Director further noted that
EPA had a $1.6 billion funding reduction, the majority of which was taken from the Clean
and Safe Drinking Water Revolving Funds, also known as State Revolving Funds. The
Director also reported on the DC Water Performance Oversight Hearing held before the
Council of the District of Columbia Committee on Public Works and Transportation.
During the hearing, questions were posed to DC Water’s executive staff concerning its
operating and capital budget for 2012.

The Director concluded her update with a report of the DC Water public hearing that
was held on the proposed 2012 rates and fees.

The Chairperson then turned the Committee’s attention to Agenda Item # 5 Emerging
Issues. As no Committee member raised an emerging issue, the Chairperson adjourned
the meeting at 11:15 a.m.

water.com
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water is life

Committee Members
Anthony Griffin
Kathleen Boucher
Alan Roth

F. Alexis H. Roberson
Howard Croft

Other Board Members
Alethia Nancoo
David Lake

Union Presidents Present
Jonathan Shanks, AFGE 872
Jeffrey Crosson, AFGE 2553
Michelle Hunter, NAGE

DISTRICT OF COLUMBIA

WATER AND SEWER AUTHORITY

BOARD OF DIRECTORS

Human Resources and Labor Relations

Committee
June 8, 2011

MEETING MINUTES

Senior Staff Present

George Hawkins, General Manager
Christopher Carew, Chief of Staff
Meena Gowda, Acting General Counsel
Linda R. Manley, Secretary to the Board

Anthony H. Griffin, Chairman, called the meeting to order at 11:22 a.m.

Christopher Carew introduced Clifford Mustaafa Dozier, DC Water's new Labor

Relations Manager.

Union Presidents:

Michelle Hunter informed the committee that Barbara Milton, President of AFGE 631
was ill and unable to attend. She noted that the second agenda item (DC Water's
Transparency) was Ms. Milton's and asked that the topic be deferred until the next
meeting. The Committee agreed to do so.

16
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Human Resources and Labor Relations Committee
Minutes for June 8, 2011
Page 2 of 5

1. DC Water’s Hiring Practices

AFGE 872 President Jonathan Shanks stated that his union membership was
concerned about how candidates are selected. He noted that he had brought these
concerns to Assistant General Manager Katrina Wiggin’s attention and that he would
like to give her an opportunity to address those issues. He did note what he believed to
be a change in practice regarding how candidates are initially qualified for a position.
He asserted that when DC Water was a part of DPW, those decisions were made by a
panel of managers who understood the position. Now one person in HR makes this
determination and they often do not know about the job.

Mr. Roth asked Mr. Shanks to clarify whether he was talking about the initial
determination of qualifications or the actual hiring.

Mr. Carew indicated his belief that one individual in HR makes the initial determination
regarding whether an individual is qualified for the position he/she had applied for.

Mr. Griffin explained how his jurisdiction conducts screenings for internal candidates. He
noted that HR conducts initial screenings by matching resumes to job descriptions. HR
then would rank the applications in three groups: highly qualified, qualified and not
qualified. The hiring manager could interview both highly qualified and qualified
individuals for the position.

Ms. Roberson indicated that during her tenure with the District Government it was the
same process except that the hiring manager would have to provide a written
justification if the individual selected was from the qualified group and there had been
highly qualified candidates referred.

Ms. Hunter indicated that her membership is concerned that DC Water is hiring
individuals who have Bachelor Degrees for positions that used to be considered entry-
level. She believes that this practice has negatively impacted the advancement
opportunity for internal candidates without degrees. She indicated that years ago the
Authority had a cross training program to assist employees who wanted to advance to
allow them to learn new areas of work. She indicated that she was unsure if the
program still existed and indicated that she thought that the Training Director was
responsible for the program. Mr. Croft asked whether Ms. Hunter was referring to
outside hires being placed into entry level positions or internal promotions. She replied
that she was referring to both.
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Ms. Roberson pointed out that unfortunately, the current nature of the job market was
that individuals with degrees were willing to accept entry level positions.

Mr. Griffin asked whether DC Water advertises internally or externally for entry level
positions. Denyse Jeter-Williams, Staffing Manager, stated that the decision is made by
the hiring manager. If the manager believes that there are qualified internal candidates,
he/she can choose to post position only internally.

Mr. Croft asked the Authority’s position on hiring new employees versus promoting
current employees. Mr. Carew indicated that DC Water’s main consideration was to find
the most qualified individual for each position.

Mr. Croft indicated that he believed that the process should start internally and extend
externally only when there are no qualified internal candidates. He then asked what type
of programs DCWater have for employees to further develop their knowledge and skill.

Mr. Carew reiterated that the organization’s goal is to get the best person for the job and
there is value to promoting from within. He stated that DC Water has an impressive
array of classes and opportunity for staff to pursue personal and professional
development. He offered to provide the Committee with a copy of DC Water's most
recent training catalogue. He also outlined several instances in which DC Water
created positions in the Executive Office to leverage talent within the organization.

ACTION ITEM: Mr. Griffin asked that the Authority provide the training manual to all of
the Board members in electronic format.

Mr. Roth asked what procedure DC Water used when determining which individual is
hired. Ms. Jeter-Williams gave an overview of the hiring process and indicated that
candidates are scored independently by each individual on a hiring panel based on ten
guestions and a point system from one to five.

Mr. Roth asked Ms. Hunter to suggest how the Authority bridges the gap between
internal positions and hiring the most qualified individual for the position.

Ms. Hunter stated that there use to be a program where employees that were in school
could sit and train with employees who are working in their field of study in order to gain
experience.

Mr. Shanks indicated it is always better to promote from within. Qualifications are set too
high. Entry level means learning on the job. He believes that DC Water employees who
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are not given the job are then required to train the person from the outside that gets the
job. He stated that the new requirement to have all water service workers obtain a
commercial drivers license is unreasonable and unnecessary.

Mr. Croft stated that there should be a process in place to get the best person in the job
while allowing existing employees to move up within the organization. Union and
Management should create a partnership and jointly develop a new process that will
increase the possibility of internal promotions. He asked what other processes were in
place to deal with issues such as these. He noted that in the past he has worked with
labor and management in a partnership to deal with issues such as these. He
concluded by suggesting that the first step the Authority should take was to determine if
partnerships with the unions to deal with issues like this will work.

Mr. Carew stated that he was not averse to working with the Unions on developing a
process.

Mr. Griffin stated that in his jurisdiction they have what are called “under filled positions”.
The positions create opportunity for individuals to move either vertically or laterally.
Employees in those positions are on probation and must successfully fulfill the
requirements of the job. Failure to do so, results in their being removed from the
position. He suggested that this program may work at DC Water as well. He also noted
that he is always impressed at the number of employees with long tenure at the
Authority.

Ms. Hunter agreed that the Authority did have a lot of long term employees. She noted
that she was a long term employee herself. She concluded that there are a lot of
employees who have much to offer the Authority but that they were often overlooked.

Mr. Shanks noted that the new projects being undertaken by the Authority will result in a
large number of contracts. He commended both Mr. Roth and Ms. Roberson for their
efforts in advocating the local companies be given those contracts.

Update: Team Blue Projects
Mr. Carew reviewed the creation of the Team Blue concept and its organization. He
also presented a PowerPoint presentation regarding the Team Blue Project and gave a

presentation on the two Team Blue Projects — Asset Management and Safety -- that are
currently underway.
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Action Item: Mr. Griffin requested Mr. Hawkins include the Team Blue Projects as part
of his General Manager’s report at the next Board meeting and that a copy of the
PowerPoint presentation be provided to each of the Board members.

Mr. Croft said that the employees are an organization’s best asset. He indicated that he
did not see the Unions role in the Team Blue projects and the Unions should be part of
the leadership of the Team Blue Project. He also noted that management and the
unions do not have the best relationship and suggested that part of the Team Blue
project should be to work together to resolve the internal promotion issue. He
suggested that benchmarks may be found from both public and private companies and
that using them will assist DC Water to improve its processes in this regard.

Mr. Griffin announced that the next meeting of the HR Labor Relations Committee will
be held in September and that the Union Presidents would again be placed on the
agenda.

The meeting was adjourned at 12:36 p.m.
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Water IS 11{6 MEETING MINUTES

District of Columbia
Water and Sewer Authority

Board of Directors
Environmental Quality and

Sewerage Services Committee
Thursday, June 16, 2011

9:30 a.m.

Committee Members Present DC Water Staff Present

Robert Hoyt, Chairperson George Hawkins, General Manager
Joseph Cotruvo David McLaughlin, Director, Engineering
Howard Gibbs Randy Hayman, General Counsel

David Lake Debra Mathis, Executive Assistant to the
F. Alexis Roberson Board Secretary

Other Board Members Present
David J. Bardin

Dawn Hawkins-Nixon

Samuel Wynkoop

l. CALL TO ORDER

Mr. Robert Hoyt, Chairperson, called the meeting to order at 9:30 AM.

. AWTP STATUS UPDATES

1. BPAWTP Performance

Mr. Walter Bailey, Assistant General Manager for Wastewater Treatment reported that
May was a dry month, with precipitation at 1.7 inches vs. the 3.8 inch historical average.
Consequently, flow was low at 289 MGD with a 12-month average of 298 MGD.
Nitrogen compliance was 5 mg/l for the month with an annual average of 4.6 mg/l.
There were no excess flow events. Biosolids production was 1118 wet tons per day for
a 12-month average of 1173 wet tons per day. All permit parameters were met. A
question was raised regarding E. coli reports and Mr. Bailey noted that this is a new
requirement, and reported that the colonies per 100 milliliters are typically only 1 to 2 vs.
the 126 limit. A question was raised regarding the cause of DC flow being reported as
134 MGD at Blue Plains, while 96 MGD of drinking water was purchased. Mr. Bailey
noted that there is infiltration/inflow and combined sewage flows that result in the
increased treatment amount. It was requested that a trends analysis be done; Mr. Hoyt
will discuss this request with staff.
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Il STATUS UPDATES

1. LTCP Easements Permits

Mr. Hawkins reported on the status of obtaining easements and permits for the
proposed tunnel alignments. Permits have been received from NPS and USACE. DC
Water is in the process of negotiating easements with the US Navy, and those
discussions are on schedule. Obtaining easements from DDOT continues to be an
issue. DDOT sent a request to FHWA recommending a hybrid solution involving permits
for near surface facilities and easements for the deeper tunnel structure. DC Water will
follow up with FHWA and DDOT on the status of this request.

In response to a question, Mr. McLaughlin reported that the proposed monthly status
report provided to the Committee this month is focused on permits needed for the Blue
Plains Tunnel, although some permits issued also cover facilities needed for the
Anacostia River Tunnel. A question was raised as to whether the facilities being
constructed under contract 110050 (an action item for the Committee) could be
impacted by future permitting decisions. Mr. McLaughlin stated that there has been no
indication from any permitting agency that the tunnel alignment would have to be
changed enough to impact either the location or configuration of these facilities. The
facilities must be located at the confluence of the Northeast Boundary sewer and the
Anacostia River tunnel, and must be completed before the tunnel construction can
commence.

V. STATUS UPDATES: POTOMAC INTERCEPTOR

1. Potomac Pump Station

Mr. David McLaughlin reported that DC Water is continuing with the new impeller
design. In parallel, staff is working on an alternative proposal which would require
modifications to the consent decree if the impeller change does not sufficiently improve
performance.

2. Odor Abatement Project

Mr. McLaughlin reported that construction of the Maryland and DC sites is proceeding.
As for the Virginia sites; permit approval processes are continuing in anticipation of
issuing an Invitation for Bids in late June.
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A Board member noted that a portion of the costs of these facilities is borne by District
ratepayers, although there is no District flow in the sewer at these locations. He
requested that staff provide a summary of all costs paid by District ratepayers as a
result of the reserved capacity allocated to the District.

V. ACTION ITEMS — JOINT USE

Mr. McLaughlin presented the following contractual action items for Committee action
and discussed the scope of each.

Joint Use:

1. Contract No. DCFA-394-WSA, AECOM
2. Contract No. 100200, Ulliman Schutte Construction, LLC
3. Contract No. 090190, Corinthian Contractors, Inc.

Non Joint Use:

4. Contract No. 110050, Ulliman Schutte Construction, LLC
5. Contract No. 110060, Fort Myer Construction Corp.

Ms. Roberson questioned the lack of local subcontractors on two contracts. Mr.
Hawkins assured Ms. Roberson that procurement guidelines were followed; Federal
funding guidelines disallow local preference on such projects.

Mr. Bardin requested that staff provide the Federal guidelines that govern the
expenditure of Federal CSO appropriations.

No objections to any of the action items were raised by the Committee and Mr. Hoyt
noted they will be forwarded to the full Board for consideration.

VI. DC WATER/CONTRACTOR EMPLOYMENT REQUIREMENTS AND
BUSINESS DEVELOPMENT PROGRAM

Mr. Hawkins noted DC Water’s record of success in contracting with local, small and
disadvantaged businesses. In summary, over $340 million has been awarded to local,
small or disadvantaged (M/WBE) firms in the past five years. This represents over 60%
of the total value of contracts awarded. In the area of contractor employment practices,
DC Water requires contractors to enter into a first source employment agreement with
the District Department of Employment Services (DOES). However, DC Water has no
enforcement authority and does not monitor compliance with the First Source
agreement, as this is a DOES responsibility. Discussion among Committee members
ensued as to the effectiveness of the DOES program, and whether a similar program
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should be in place for suburban areas where joint use contracts are involved.
Discussion also focused on the mandate of this Committee and that of the Governance
Committee on this issue.

VILI. VULNERABILITY ASSESSMENT

Mr. Caldwell, Director of Facilities and Security, reported on the status of the ongoing
physical vulnerability assessment for all of DC Water facilities. The process will result in
a Security Master Plan. The results from the vulnerability study of drinking water
facilities completed by Sandia Labs 10 years ago will be reviewed and integrated into
the plan. Efforts must and will be made to interconnect with the Washington Aqueduct’s
security efforts.

VIll.  EMERGING ISSUES/OTHER BUSINESS

1. LTCP CSO 007 Facilities Letter Agreement

Mr. Hawkins presented an agreement with DDOT that would allow DC Water to include
the construction of a section of a diversion sewer necessary for the Clean Rivers’
project in conjunction with the 11th Street Bridge project. This work will be done under
the terms of an existing MOU between DC Water and DDOT which allows for DC Water
to reimburse DDOT for work done on our behalf. However, in this case DDOT is
requiring DC Water to provide funding upfront. While Mr. Hawkins does not wish to set a
precedent with this action, he stated that this was the only solution in order to complete
the necessary work in a timely manner and that there were safeguards in place in the
unlikely event that reimbursement became an issue. Committee members agreed with
Mr. Hawkins that we should not set a precedent and expressed strong concern with
upfront funding, but acknowledged the need for the approach in this case.

IX.  ADJOURNMENT
Mr. Hoyt adjourned the Committee at 11:20 a.m.

Follow-up Iltems

Provide a summary of costs incurred by DC ratepayers as a result of the
Potomac Interceptor reserved capacity allocation.

Provide details of Federal guidelines that govern the expenditure of Federal CSO
appropriations.
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Water IS llfe Thursday, June 16, 2011

DC Water 11:30 a.m.
MEETING MINUTES

Committee Members Present DC WATER Staff Participating

Dr. Joseph Cotruvo, Vice Chair George Hawkins, General Manager
Howard Gibbs Charles Kiely, Asst. General Manager
Alexis Roberson Randy Hayman, Office of General Counsel
David J. Bardin Debra Mathis, Executive Assistant

to the Board Secretary
l. CALL TO ORDER

Vice Chair Dr. Joseph Cotruvo called the meeting to order at 11:32 a.m.

I. WATER QUALITY MONITORING

1. Total Coliform Testing

Mr. Kiely reported that there were two positive coliform samples taken so far in June, but
that follow-up sampling was negative.

2. Lead and Copper Rule Monitoring

Mr. Kiely reported that the current semester's LCR report has been drafted and is being
reviewed prior to submission. The 90" percentile value was at 5 ppb, the lowest since he
has been with the Authority. There was one sample taken above the “action level” and it
was determined to be at a home with galvanized pipe in the plumbing.

Dr. Cotruvo noted that EPA is currently reviewing the LCR, with anticipation of
promulgating a revised rule within a year. Dr. Cotruvo encouraged staff to be assertive in
commenting on the proposed rule making, based on the extensive experience of the
authority.

lll. FIRE HYDRANT PROGRAM

Mr. David Wall of the Department of Water Services gave the monthly update on hydrant
status, including statistical fact sheet and map of out-of-service (OOS) hydrants. Mr. Wall
reported that as of May 2 there were 38 OOS hydrants that were mechanically defective
(i.e. not including those designated as OOS because of access issues). This amounts to
0.41% of total hydrants, compared with the target of 1%.
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There was some discussion on the numbers of hydrants classified as defective or
obstructed for periods greater than 60 days. It was noted that in many cases, although the
hydrant is physically obstructed by construction fencing, in the event of an emergency the
Fire Department or DC Water would be able to gain access fairly quickly by removing the
obstruction. There was also discussion of procedures for permitted use of private hydrants
by contractors, noting that such use is permitted under prescribed conditions, including the
use of a meter and backflow prevention assembly.

V. SECURITY UPDATE

Mr. Caldwell, Director of the Department of Facilities and Security was prepared to give a
presentation on the security study that is being undertaken, but Committee members noted
that they had received his presentation during the prior Environmental Quality and Sewer
Services Committee. It was noted that this study is focused on physical security protection
of DC Water facilities. Dr. Cotruvo requested that a presentation be prepared on the issue
of water system vulnerability to intentional contamination, and procedures for detection and
response to such an incident. It was suggested that it would be appropriate to invite
representatives of the EPA Water Security Division to brief the committee on this issue
nationally as background to a discussion of the Authority’s procedures.

V. CUSTOMER SERVICE UPDATE

Mr. Kiely gave a presentation on the Authority’s current initiative to upgrade the
components of its AMI system, which is already considered one of the most advanced in
the nation.

VI. ACTION ITEMS — NON-JOINT USE

1. The Committee recommended Change Order No. 1 for Contract 090170 (Fort Myer
Construction) for repaving operations. It was noted that there had been an increase in
paving expenses due to some very large main break repair operations.

2. The Committee recommended Contract 110030 (Corman Construction) for repairs to
the Crosstown Water Main.

VIl. EMERGING ISSUES / FUTURE AGENDA ITEMS

- Committee members requested a presentation on DC Water permit fees. It was
noted that this is also of interest to the Retail Rates Committee.

- Dr. Cotruvo noted his request made earlier in the meeting for a presentation on
Vulnerability Assessment from the perspective of intentional water distribution
contamination.

- Status of DC City Council legislation on privately owned fire hydrants.

VIIl. ADJOURNMENT

The meeting adjourned at 12:38 pm.
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Meeting of the Finance and Budget Committee

Thursday, June 23, 2011

11:00 a.m.

MEETING MINUTES

Committee Members in Attendance DC WATER STAFF
David J. Bardin, (Acting) Committee Chairperson George Hawkins, General Manager
Alethia Nancoo - District of Columbia Randy Hayman, General Counsel

Olu Adebo, Chief Financial Officer

Yvette Downs, Finance & Budget Director
Other Board Member Debra Mathis, EA to the Board Secretary
Joseph Cotruvo — District of Columbia

Call to Order

Acting Chair David J. Bardin called the meeting to order at 11:05 am. The agenda is posted at
http://www.dcwater.com/news/publications/FB%20Committee%20Material%2006-23-11.pdf with
links to its Attachments 1, 2, 3, 4-A, 4-B, and 5. Mr. Bardin asked Ms. Mathis, Executive
Assistant to the Board Secretary, to provide Chair Firestine and other Board members an 8-page
interest rate market update that Chief Financial Officer Adebo handed out at the meeting.

May 2011 Financial Report - Operating Revenue and Expenditures (Attachment 1)

Mrs. Yvette Downs, Finance & Budget Director, highlighted the May 2011 Financial Report. As
of May 31, with about 67 percent of fiscal year completed, revenues and expenditures were on
track, within budgetary expectations. Revenues, expenditures, and capital disbursements were
at $264.9 or 66%, $238.6 or 59%, and $173.1 or 53% of the revised budgets, respectively. The
operating reserve averaged $139.6M or $14.1M above the $125.5M operating reserve target.

Mrs. Yvette Downs reported that the ‘Other Revenues category’ continues to be the main area of
variance within Operating Revenues, primarily due to the Rate Stabilization Fund (RSF) transfers
and the Intermunicipal Agreement (IMA) indirect costs, both of which are not anticipated until the
fourth quarter of the fiscal year. Responding to Mr. Bardin, Mr. Adebo explained that developer
fees collections to date exceed the full year's budget which had been scaled down based on last
3 years’ experience. Mr. Bardin noted that the Clean Rivers IAC receipts to date exeed straight-
line budget in most categories but were lower in the DC Housing Authority and Multi-Family
categories. He asked staff to look into the reasons and report back to the Committee.

Ms. Downs reported that operating expenditures were at 59% of budget; overtime expenses are
tracking slightly higher than budgeted year-to-date, and staff continues to closely monitor this
area. In response to an inquiry, Ms. Downs clarified that the Utilities expenditures includes all
electricity costs, budgeted at $95.12 per mWh, which includes DC delivery taxes set at $7.70 per
mWh. This line item also includes rent for Customer Service operations at First Street NE.
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Capital spending was at 53% of the revised budgets, and there were no significant project
delays. Disbursement variances were primarily the result of ROCIP accrual issue, delays in final
project close-outs and associated disbursements.

Mr. Adebo explained that the unfavorable PAYGO variance shown in the cash flow statement
report is a timing issue only: We will reimburse ourselves by drawing down on the letter of credit.
At year-end the PAYGO usage would be the same as budgeted.

Ms. Downs reported that Accounts Receivable were marginally higher than the previous month,
but no cause for concern. Mr. Hawkins explained that the number of outstanding accounts has
been steadily declining over successive reporting periods.

Investment Performance Report (at end of Attachment 1)

In reviewing the Investment Performance Report and subsequent discussion, Ms. Nancoo asked
that the Committee be provided a market update like Mr. Adebo’s hand out on a monthly basis,
along with the monthly Investment Performance Report, at least in the short term. Addressing
Dr. Cotruvo’'s concern that DC Water is receiving very low yield on its demand deposits, Mr.
Adebo mentioned that the Treasury has explored other options, even outside of the current
bankers. The two-pronged approach involves maintaining a minimum balance with the current
bankers, which would potentially entail a marginally higher yield, and identifying a pool of other
banks from which we will periodically seek interest rate offers, and move deposits to the most
favorable bank. Mr. Bardin suggested writing up Mr. Adebo’s explanation as a part of next
month’s Committee package in addition to adding a monthly interest rate market update along
with the monthly Investment Performance Report. Responding to Mr. Bardin, Mr. Adebo
explained that DC Water will need to issue bonds no later than June 2012.

FY 2012 Revised Budget Proposals (Attachment 2 and Attachmnt 4-A — Action Item A)

Mr. Bardin underscored budget process coordination between the Finance & Budget and the
Retail Rates Committees. Any changes suggested by the Retail Rates Committee will be
reflected in the proposal as it moves along to the full Board. This year, for the first time, the plan
is for Board review of a Revised FY2012 Budget in July, before work starts on the next cycle.

The Committee discussed and agreed to move forward to the Board the General Manager’s
FY2012 Revised Operating Budget proposal of $416.5 million set forth in Action Item A, subject
to conforming adjustments if any be needed to carry out recommendations of the DC Retail
Rates Committee scheduled to meet on June 28. Discussion included the following:

General Manager Hawkins explained that the proposed FY 2012 Revised Operating budget is
$5.8 million lower than the FY 2012 Approved budget, primarily due to lower Debt Service, and
Personnel Services expenditures. In a discussion about PILOT fee, Mr. Hawkins reminded the
Committee that DC Water has collected PILOT in tandem with any increases in retail rates, but
had frozen the increased pay-out to the District based on a 2007 Board directive.

In further discussing the proposed budget savings of $5.8 million, Mr. Hawkins noted that
although merit increases for (non union) staff were not factored into the proposal, that does not
preclude staff being rewarded in some other suitable fashion for the savings they helped
achieve. Responding to Mr. Bardin, Mr. Adebo stated that the decisions related to merit
increases are typically made in the first quarter of the new fiscal year. Mr. Cotruvo observed that
there should be a serious consideration for cost of living related increases.

Page 2 of 4
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While discussing lower revenues from DC Housing Authority, Mr. Adebo advised the Committee
of the declining trend in water consumption, partly due to more efficient usage of water, and that
DC water was now proactively investigating the reasons behind this trend, and will be able to
project revenues more accurately.

FY2011 Financial Performance, Anticipated Surplus, PAYGO and other options
(Attachment 1) and RSF Recommendation (Attachment 4-B — Action Item B)

Management anticipates that cash operating reserves at the end of FY2011 (September 30,
2011) will exceed the target of $125.5 million by $16.6 million. Most of that excess stems from a
budgeted drawdown of $9.5 million from the Rate Stabilization Fund (RSF) before the end of this
fiscal year. Another $2.9 million stems from budgeted payments by suburban customers in
excess of what will turn out to be their contractual obligation — so they will be entitled to “true up”
refunds. The remainder stems from other net favorable variances in expenditures or revenues.

Management recommended that the Board return much of the anticipated cash surplus to the
RSF. Under Board Resolution #10-76, RSF transfers have to be approved by the Board before
the end of the fiscal year, which would require the Committee to consider management’s
recommendation no later than its July meeting, as Mr. Adebo and Mr. Hawkins reminded the
Committee. Therefore the Committee must forward a recommendation to the Board either now
or “no later than its regularly scheduled July meeting” to enable timely action by the full Board.

Moreover, if the Board decides to use any FY2011 surplus to pay down part of the FY2012 rate
increases, which the General Manager was not recommending, that would have to be done no
later than the Board meeting which decides on the rate increases — and the planning calendar
now calls for a July Board meeting decision.

Mr. Hawkins discussed ideas for using parts of the FY2011 cash surplus for other purposes, but
assured the Committee that he will seek Board approval for any of them and now plans to bring
recommendations to the Finance & Budget Committee and possibly others for review in the
September / October time frame when the actual cash surplus is more certain. Mr. Hawkins also
told he Committee that if the cash surplus ends up more than $16.6 million his current thinking is
to use that additional excess for additional Pay-As-You-Go Capital Financing (PAYGO). Mr.
Bardin added that even part of the anticipated $16.6 million cash surplus excess could potentially
be used for additional PAYGO. Mr. Adebo reiterated that having a discrete RSF was vital for DC
Water’s credit rating, especially in light of projected rate increases over the years.

The Committee decided to forward to the full Board a proposal to put back into the RSF in
September the full amount of the budgeted drawdown after Mr. Hawkins said he was comfortable
with raising to $9.5 million the $8 million original proposed by Management per Action ltem B.

Electricity Contract Proposal (Attachment 5 — Action Item C)

The Committee decided to forward to the Board the proposal to extend the electricity contract
with Hess Corporation by one more year and $22 million. In response to a question from Dr.
Cotruvo, Mr. Adebo explained that DC Water contracts with HESS to procure electricity from the
market, and HESS serves as a supplier/broker.

Insurance Renewals Update (Attachment 3)

Mr. Bardin complimented DC Water staff for presenting clear and comprehensive materials to the
Committee in Attachments 2 and 3. Ms. Tanya DelLeon, Risk Manager, then referred the
Committee to the ‘Insurance Update’ presentation, and took Committee’s questions. In
anticipation of July insurance renewals, staff traditionally updates the Finance and Budget

Page 3 of 4
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Committee even though none of the contracts reaches the threshold calling for Board review.
The FY 2011 Budget estimated an overall 14 percent increase in total premiums due. The actual
overall increase is now expected to be 9 percent. Mr. Bardin asked why the Crime & Fidelity
Insurance coverage is limited at $5 million: Mr. Adebo noted that the limits were decided after a
professional evaluation by Albert Risk, insurance consultants. While Mr. Joe Underwood of
Albert Risk explained that this limit was set after benchmarking with comparable organizations,
he did observe that $5 million might not be uniform practice. Mr. Bardin suggested that the
consultants and Management consider costs and benefits of doubling this limit, to $10 million.
Answering Ms. Nancoo’s question, Mr. Underwood clarified that terrorism wasn't a separate
coverage per se, but included in each coverage line, where applicable.

Cost Allocations on DC Retail Rate Payers and Suburban Areas Update

Mr. Hawkins told the Committee that a comprehensive review of the Cost Allocation process has
identified Facilities that may qualify objectively as serving both Suburban and DC customers but
are not being treated so currently. He explained why it is mutually beneficially to DC Water and
its Suburban customers to reach accurate results in a timely fashion and sometimes to begin
biling and payment subject to a true up potential if continuing review identifies superior
methodology. He outlined his idea of how to combine transparency, quality professional work,
and a prompter evolution in practice, Mr. Bardin suggested that Mr. Hawkins share his idea with
all Board members in his own words and bring them up-to-date via a one-page summary.

Chief Engineer Len Benson will share with the Blue Plains Regional Committee at its quarterly
meeting this morning Mr. Hawkins’ idea of how to use a true-up model when DC Water and its
consultants develop new methodology for allocating costs objectively: After notification and
some time for discussion and review, using the best information currently available to DC Water
engineers to begin billing and Suburban customers to begin paying and then truing up when
more accurate information becomes available.

Agenda for July 28, 2011 Committee Meeting
The Committee reviewed, and approved the draft agenda for next month.

Adjournment
Mr. Bardin thanked staff members for excellent work and adjourned the meeting at 1:18 pm.

FOLLOW-UP ITEMS - Finance & Budget Committee (Meeting held June 23, 2011)

1. Provide the 8-page interest rate market update handed out by Mr. Adebo to all Board
members and include similar updates in packages for next few Committee meetings
as regested by Ms. Nancoo. (Mr. Bardin)

2. Provide a one-page summary in the next Board package to update all BOD members
regarding Multi-Jurisictional Cost Allocations between DC Retail Rate Payers and
Suburban Customers and Mr. Hawkns’ idea for improving the process (Mr. Bardin)

3. General Counsel should provide an explanation, as requested by Mr. Roth, of the
legal basis for charging DC Water any District share of MWCOG's bills for staffing the
BPRC. (Mr. Bardin) status: TBD

4. Staff will follow up consumption trends for the D.C. Housing. (Mr. Bardin) Status: TBD

5. Determine if there are opportunities for revising the existing small Pl customer
contracts/agreements. (Mr. Bardin) Status: TBD

6. Staff should look into reasons for below-budget IAC receipts in DC Housing Authority
and Multi-Family categories, apprising the Committee in a month or two (Mr. Bardin)

7. Include a write-up be included in next month’s committee package that reflects Mr.
Adebo’s explanation on steps that may increase interest revenues in the Investment
Performance Report, as Dr Cotruvo suggested (Mr. Bardin)

Page 4 of 4

30



167th Meeting of the DC Water Board of Directors- V. Committee Reports

DISTRICT OF COLUMBIA

WATER AND SEWER AUTHORITY
BOARD OF DIRECTORS

e (. DC Water Retail Water and Sewer Rates Committee
water 1S life¢

Tuesday June 28, 2011

MEETING MINUTES

COMMITTEE MEMBERS DC WATER STAFF
David J. Bardin, Chair George Hawkins, General Manager
Howard Gibbs, Vice-Chair Olu Adebo, Chief Financial Officer
Howard Croft Randy Hayman, General Counsel
Alan Roth Linda Manley, Board Secretary

Alethia Nancoo

Alexis Roberson - Teleconference

Call to Order

Chairman Bardin called the Committee meeting to order at 9:02 am. The agenda is posted at
http://www.dcwater.com/news/publications/DCWSR%20Committee%20Material%2006-28-
11.pdf with links to its Attachments A through F.

Monthly Updates (Attachment A)

Supplementing written updates on the Howard University, Soldier's Home and Town of Vienna
status of delinquent accounts, Mr. Hayman told the Committee that on June 24" Howard
University paid $67,000 -- the current sewer bill including IAC -- and will continue to pay bills
going forward (under protest) pending further investigations and negotiations of past amounts.
Also, DC Water will begin to bill Howard for water services no later than October 2011.

Miscellaneous Fees & Charges Presentation (Attachments B and D)

Chairman Bardin noted that DC Water published in the D.C. Register for a 30-day comment
period a single notice covering three sets of proposed changes of miscellaneous fees &
charges in accordance with Board Resolution #11-62. As discussed below, the Committee
decided to move forward to the Board for final action all proposed changes in (a) engineering
and review fees and (b) waste hauler fees, but delayed as to (c) industrial pre-treatment fees.

Engineering and review fees. DC Water received no public comments. Management
recommends Board approval without modification. Responding to Chairman Bardin and Vice-
chair Gibbs, General Manager Hawkins said DC Water expects to be able to implement a new
fast track permit review service with higher fees by October 1, 2011, and assured the
Committee that staff will collect fast-track fees only to the extent it is capable of performance.
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Waste hauler fees. DC Water received one comment which objects to raising annual fees for
trucks with 1500 gallons or more capacity from $1,650 to $14,640. Management recommends
approval of the proposed changes without modification. Staff has listed 37 trucks with permits
to dispose of septic and grease trap wastes at Blue Plains as of May 2, 2011. The sole
commenter owns one of those trucks and it makes multiple trips to Blue Plains. Mr. Roth
indicated that the CFO had advised him that the waste hauling fees were set to mirror rates
charged by WSSC, a neighboring utility, and were not determined by cost of service. Asked
whether such rates are defensible, the General Counsel noted that value — or market-based
fees are defensible, although using a cost of service study would be the strongest position to
any fee challenge. Mr. Adebo noted that the current rate greatly under-recovers costs and that
in the next year additional data will be sought regarding strength and volumes of waste that
waste haulers are discharging. He deems it likely that the fee will be adjusted in the future to a
volumetric fee per delivery rather than the current annual fee tied to truck size. Mr. Hawkins
said that these materials may be useful in the future after the digesters are up and running and
tested. Extensive testing will be ongoing to ascertain whether such materials can help “fuel”
the process to create clean power.

Industrial user permitting and annual compliance fees. DC Water received no public
comments. But Mr. Hawkins recommended postponement of Committee consideration of
these fees pending close of the comment period recently extended to July 20 on related, non-
fee regulations proposed in the D.C. Register in accordance with Board Resolution #11-59,
approved by the Board on May 5, 2011, when it also approved Resolution #11-62. The
Committee is delaying its review of the set of fee proposals until its July 26 meeting.

FY 2012 Management Recommendation on Retail Rates (Attachments C and D)

The Committee had before it proposed changes in retail rates that were published in the D.C.
Register (in accordance with Board Resolution #11-23 approved February 2, 2011) and the
Summary Report of the Board’s Public Hearing on FY 2012 Proposed Rate Increases held on
May 11, 2011, and chaired by Ms. Nancoo. Public withesses did not object to the rate
increases; but one written comment objected to the proposed 6 percent increase in volumetric
and sewer rates and especially the proposed 99 percent increase in Clean Rivers IAC rates.

General Manager Hawkins and Chairman Bardin summarized how Management's
recommendations in Attachment C would trim back increases and affect monthly bills:

¢ VVolumetric water and sewer rate increases trimmed from 6 percent to 4.5 percent;

¢ Volumetric PILOT fee increases trimmed from 8.2 percent to 6.1 percent; and

e Clean Rivers IACs increases trimmed from 99 percent to 92 percent.

Impacts of GM’s Current Recommendations on Monthly Bills to Residential Customer Class
Rates or fees A$/ mo. A% Units billed

Volumetric sewer & water service $2.08 4.5% 6.69 Ccf

Clean Rivers IAC $3.19 92.4% 1 ERU

PILOT fee $0.20 6.1% 6.69 Ccf

ROW fee $0.06 7.1% 6.69 Ccf

Metering fee none none 1 5/8” meter

DC Stormwater fee none none 1 ERU

These current proposals would have had DC Water taking $5.53 more per month — compared
to $6.50 in the proposal that went to Public Hearing -- out of the pockets of an average single-

2
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family residential customer [assumed to use 669 cubic feet = 5,004 gallons per month and one
ERU of impervious area]. That would have increased the average bill in FY2012 by 9.2
percent under Management’s current proposal instead of 10.8 percent as previously proposed:
¢ As discussed below, the Committee recommends no increase in PILOT fees charged DC
Water customers, disagreeing in this respect with Management.
e Otherwise the Committee defers to the General Manager’'s recommendations.
e The result would be to trim from $5.53 (9.2 percent) to $5.33 (8.8 percent) the FY 2012
increase in the average residential bill.

Mr. Roth pointed out that Clean Rivers IACs account for most of the retail rate increase for FY
2012 and years to come. See Slide 26 of Attachment C (and graphic version). The 4.5
percent increase in the volumetric sewer and water service rates is the lowest in years.

Management’s current proposal trimmed the increase in PILOT fees to be charged customers
in proportion to its trimming the increase in volumetric rates to 4.5 percent, replacing the earlier
6 percent proposal. The Committee reviewed legal issues as to DCWASA'’s PILOT MOU, why
PILOT fees already collected from customers aren’t at least enough to compensate for goods
and services DC Government provides, and a history of negotiation for over a year. Mr.
Hawkins urged the Committee to recommend approval of increased PILOT fees even though
DC Water holds the extra funds rather than paying them over. Mr. Bardin urged no increase
of these fees in FY 2012. Mr. Roth suggested that any action to reduce or eliminate the PILOT
fees increase be delayed until the new City Administrator joins the Board. Ms. Nancoo noted
that there is no guarantee that negotiations will be concluded before the next rate cycle (FY
2013), yet the rate payers will pay a higher rate for amassing cash that won't be transferred to
the City. Mr. Bardin asked, if the outcome of negotiations requires more payments to DC
Government, why couldn’t FY 2013 rates provide extra cash, if any is really needed? As
noted, the Committee recommends against adding to existing PILOT fees. Whether to lower
the existing fees themselves, Chairman Bardin said, may be a matter for negotiations but was
not raised as an issue by the D.C. Register notice of rulemaking.

The Committee agreed to move forward to the Board the proposed one cent per Ccf increase
in ROW fees, as proposed by management, as well as the volumetric water and sewer service
rate increases and the increased Impervious Area Charges (IACs) recommendation from
management. Mr. Bardin recommended that management further reduce the proposed IAC
rate by $0.20 per Equivalent Residential Unit (ERU) per month because amounts budgeted for
an IAC LID incentive program ($500,000 per year) remain unexpended and no program seems
imminent. But Mr. Hawkins said that despite their complexities, initiating appropriate 1AC
discounts remains a high priority for DC Water. And Mr. Roth said future years’ funding needs
for the Clean Rivers Project argue against cutting back on management’s recommendation.

Mr. Croft asked management to review Clean Rivers IAC to find ways to provide assistance for
low-income residents. CFO Adebo replied that management plans to explore this and could
consider expanding the CAP program which is scheduled to be evaluated in FY 2012.

Action Items (Attachment D)

Chairman Bardin said the Committee had dealt with each action item by consensus, although
not necessarily unanimously, during previous discussions and is forwarding all management’s
recommendations to the Board except for the proposed increases in PILOT fees.

3
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Retail Rates Committee Workplan (Attachment E)

Item #2: LID Incentive Program.

e Chairman Bardin asked management to add low impact design (LID) incentives for low
income customers, either by means of Clean Rivers IAC discounts for low income
residents or otherwise.

e Chairman Bardin asked that an update and review of LID incentive program proposals be
provided to the Committee. Mr. Adebo committed that staff would provide a status
update at the July meeting.

Item #6: “PILOT” evaluation

e Chairman Bardin asked for revision calling for replacement, not merely new methodology

as the goal, and to change “unrelated” to “related” issues in the last sentence.
Item #9: FY2012 Cost of Service Study

e Chairman Bardin requested that a schedule with milestones be provided to the

Committee and Mr. Adebo said the end date would be April rather than July 2012.

Emerging Issues / Other Business
No discussion

Agenda for Next Committee Meeting (Attachment F)
Chairman Bardin approved the pro-forma agenda for the July 26 meeting.

Adjournment
Hearing no further business, Chairman Bardin adjourned the meeting at 11:31am.
FOLLOW-UP ITEMS — Retail Rates Committee Meeting (July 26, 2011)

1. Provide a preliminary update on customer complaints on Clean Rivers IAC (Chairman.
Bardin) Status: July 2011

2. Revise the Committee work plan as noted. (Chairman Bardin) Status: July 2011

3. Provide an example of the updating required and quality controls available to reconcile
non-residential data found in the DCGIS 2005 flyover information and a more recent
update to the flyover data. This example should be provided at a future Retail Rates
Committee meeting (Mr. Bardin) Status: FY 2012.



167th Meeting of the DC Water Board of Directors- VI. General Manager's Report

DISTRICT OF COLUMBIA
WATER AND SEWER AUTHORITY

George S. Hawkins

General Manager
July 2011

water is life




167th Meeting of the DC Water Board of Directors- VI. General Manager's Report

Table of Contents

EXECULIVE SUMIMAIY..cuuuiiiiuiiiiiiiiieeiiieniiiieesiensiiiineiiieasssresssstessssmesssssssssssssssssssssrsssssrssssssssssssssssssnsssssnssss |

IMESSAZE FrOM CFO ....cieeeiiiiiiiiieieieeineeerereeaseeeereensseeeereenssssseeenssssssesnnssssssssnnssssssssnnssssesesnnssnssssennnnns \V}

Organizational Performance Dashboard ..........ccccciiiieeiiiiiiiieiiiiiieiiiniirireeniresssniesssssssresssses i

Financial HighlIBhtS ....ccceuueiiiiieiiiircrrcrrrrsns e s rreess e s s seenas s sassnnssssseesnassssssannansans 1
FiNancial Performance SUMIMATY ......coii ittt ettt ettt e bt e s ab bt e sate e bt e sateessbeebeesabeesabeesbeeenseenaseennns 1
Revenues and OPerating EXPENSES ....ciuuieiiiiiriiriieeirittee ettt e st e e sriteeessiteeessabeeesssabteessabeeessabaeesssbaeesassaeesnssaeesnseeeennns 2
(07 T o1 = I e X< o L1 o =30 PP 2
Operating Cash and RECEIVADIES ......cc.uiiiiiiiiieiece et e s e e s e e sbe e sateessaeebaeenbeesaseesseesnsees snses 3
LaN e g T=T O = T 11 YT P PSP PPTPP PP 3
INVESTMENT YIEI. .. ettt h e et e st e e b et e s bt e s bt e sae e e beeeabeesase e beesabeesaseebeeeabeeesnbeesaeeanne 4

Consumer Services HIghIIghtS......... it cereeneee s erennseessennssessesennsssssesssnssssssennnns 5
[OIT ] T 4 1= G =T oV ol PSP PRSPPI 5
FIE HYAIANTS .ttt ettt et e e s a e e bt e st e e s ae e et bt e e b e e sab e e sbeeeabeeea s e esabeeaseesabeesabeebeesebeesaneenneeenne 6
(=] 0 411 o o Lol =Y [ o = SR OO PO PPPPPPPPPPPPROTN 7

LOW INCOME ASSIStanCe PrOBram......cccueuiiiiiieeniiiiiienesssisinenmsienimeesssssnisssssssssssessssssssssssssssssssnsssssssssnssssns 8
) o WA o I o o =4 - ] 1 DO OO PP PPP PP RRPPPPP 8
Customer AsSiStanCe PrOZIramM(CAP) ....eccuiiecieiiieeitee it ertee st e steesteessteesbeesaaessbeessbeesaaeesaeessteessteessaeenbeesnseessesenseesnsnns 8

Operational Highlights ..........ciiiiiiiiiiiiiiiiiiiii s rresesss s sressesstaesasssssssesnsssssssesnssssssasnnns 9
DIINKING Water QUATITY .. cccueieieeiieeiieciie st cstee st ste et e s e e st e e sbeesbeesteeebee s eabeesaeeasseeestaesssaensseenbeessseassesentessssseessseanes 9
Waste Water TreatMent ....o..uiiiiiiiiiii e e e s aa e s e e e 10
Water Distribution OPEratioNs........oouiiiiiiiiiee ettt ettt et e st e e sat e s bt e sateesbeeeabeesabeesbeesneeseane 11
WV AEEE BAlANCE ...ttt ettt e b e st ettt et esat e e bt e et e e s a bt e bt e e b e e sube e ehb e e bt e e ab e e bt e ebeeeabeeante e ebeeereenaee 11
SEWET SYSTEM OPEIATIONS c...eeiieeiiiie ettt ettt e st e e e e e sb e e e s bt e e e s ear e e e s ameeeesanseeesnreeesnneeeaanneeeanneesenans 12
(0o T aa o TaT=Te BT <IN =Y GV =Y o o OSSO URUPRRPPROE 12
HUM@N RESOUICES ..viiiiiiiiiiiiiiiiiciic ettt a e a e s a e s s ab s e e s abb e e e s bb e e s sbbseesesabaee s 13
ElECEIICItY USAZE SUMIMAIY ..iiiiiiiiieiieeieitee e ecite ettt e e ettt e e e baeeeeteeeestaeesaasaee s ssseeessseeaansseeeestseeeassaeesnseeesassaeessnsseens 14
ElectriCity USQgE DY SEIVICE Al ......eiiieiiieeciie e et e ettt e sttt e e et e e e ee e e st e e et eesaaeeessaeeeesseeesansaeeessseeesnsseeesnnnesnes 14
LYY (18 PSR 15
VL= 0o Lo T = 1Y 41T 0 £ PR UPS 15

INtErpretation Of CRArTS .......ccccciiiiiiiiieeiieie ettt ee s e eeea s eeeeeenasseseresnsssssssensssesssesnnsssssessnnssnsssesnnnsnnns A

Color Key

Red Did not meet Target

Missed Target but within acceptable range

Green Met/Exceeded Target

Gray Budget/Target Value

<transparent> Green/Yellow/Red based on comparison

36



167th Meeting of the DC Water Board of Directors- VI. General Manager's Report

EXECUTIVE SUMMARY

Greetings to the Board! I write this update realizing that at the July Board meeting, we will
make a final decision on the 2012 budget and associated retail rates. So, without further ado:

2012 Budget. The Finance and Budget Committee and the Retail Rates Committee will be
reviewing staff’s proposal for the revised 2012 budget. Clearly, changes can still be made — but
the staff proposal highlights some significant points:

e The revised operating budget is proposed to be $416.5 million, a reduction of $5.8
million from the Board-approved budget, although still a $13.1 million increase from the
revised 2011 budget. The reductions are mainly due to savings in debt services, water
purchases and personnel service costs associated with the CIP.

e Although we are working steadily to move away from using percentages to describe rate
increases, the staff proposed retail rate proposal would be for a total increase of 9.2%,
significantly reduced from the original 11.5% proposal. There is much conversation in
both the energy and water/wastewater fields concerning decoupling — or separating
portions of the bill from a dependence on volumetric use. This concept is founded on the
reality that many of the costs of a distribution system are fixed, and must be covered
almost regardless of the amount of water (or energy) being distributed. Remarkably, for
DC Water in 2012, the water and sewer volumetric rate is projected to increase only 4.5%
- the remaining portion of the increase is coming from the IAC, which covers our massive
Clean Rivers program. This is a trend that will continue — relatively modest volumetric
increases, compared to very substantial increases in the IAC.

e Revenues include almost $1.5 million in additional revenues anticipated from an increase
in many of our fees — mostly to come in line with a recent review of our existing cost of
services, and/or to be in parallel with similar costs charged by WSSC.

We are grateful for the input and oversight from the Board committees on this budget process,
which has been thorough and extended. We look forward to a final decision and then turning our
attention to the development of a proposed 2013 budget, which Olu and I will present to the
board at the October meeting.

Net Surplus. Although we are not seeking a Board action in July, we will continue to discuss
with the Board how to manage the net surplus that has been achieved in the 2011 operating
budget. We are currently projecting a $16.6 million dollar net surplus, which includes a $9.5
million dollar transfer from the Rate Stabilization Fund. Significantly, we have only budgeted
using $2 million in 2012 from the RSF as revenue in the operating budget — down from $28
million budgeted as revenue in Fiscal Year 2010. Our budget, therefore, is almost entirely based
on revenues and expenditures balancing for the actual year. We have proposed that the Board
shift funds back into the Rate Stabilization Fund — and allocate additional net surplus to support a
range of new projects. Helping to fund a job preparation program is one of those ideas. I would
also like the capability to support entrepreneurial pilots designed to implement and/or market
new concepts, and to support pilots to demonstrate and support a watershed approach to water
protection that expands focus from the point source dischargers (us!).
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EXECUTIVE SUMMARY

The final disposition of these funds should wait until we determine whether the financial reality
matches the projections— which is likely in the September to November time frame.

River Rally. I attended the national River Rally — a huge national rally of river advocates — in
Charleston, South Carolina in early June. Although I used to participate as a watershed advocate
myself, this was my first time back — and perhaps the first time anyone from the water/sewer
utility world had ever attended. I was asked to make a plenary presentation to the group and
emphasized several themes many of you have heard me raise before: 1) wastewater treatment
systems are not “polluters” in any classic sense, since we don’t generate the pollution ourselves,
but reclaim clean water after it is used by the general public; 2) efforts to penalize wastewater
systems impose costs on the public in the form of ratepayers, and 3) that the history of water
quality protection has imposed costs disproportionately on urban and metropolitan populations.
Most significantly, the crowd was interested in my assertion that we have a powerful common
cause in holding suburban and agricultural sources of pollutants to higher standards. I believe
the message was well received — and certainly seemed to challenge many of the stereotypes that
are often held in the river/watershed advocate world. More to come in the days ahead I hope...

Consumer Services.

I am pleased to report that we completed our Lead and Copper Rule (LCR) compliance testing
for the first six-month monitoring period in 2011 and the 90" percentile result was 5 parts per
billion (ppb), well under the 15 ppb action level established by EPA’s LCR. This marks the 13"
consecutive monitoring period where lead levels in homes with partial and full lead service lines
were at or below the action level. The 90" percentile value of 5 ppb is the lowest lead level
observed in the District since we began monitoring back in 1992, reinforcing our belief that the
water treatment process is optimized for corrosion control and the quality of the water we deliver
is on par with any large water system in the country.

Public Affairs. Another busy and successful month!

e June 15, 2011 marked the one-year anniversary of the change from DC WASA to DC
Water. The Public Affairs team continues to make changes to documents, signage and
vehicles. A reminder to our Board members, especially the new ones: the online apparel
store is dcwater.theunionshop.org.

e The 2010 Water Quality Report was delivered to every residence in the District and
posted on the dcwater.com website, two weeks before the statutory deadline.

e The week of June 13, more than 12,000 water professionals from around the world
visited the District for the American Water Works Association ACE11 conference. The
conference featured presentations from the General Manager, Dr. Cotruvo, Charles Kiely,
Alan Heymann and Rich Giani. Groups also took tours of DC Water facilities. The
celebrity and expert panel assembled at the conference named DC water one of the top 25
water samples tested.

e Staff fielded media inquiries on: the drinking water competition, fire hydrant tampering,
attempts to get Congress to use less bottled water, skimmer boats cleaning up debris after
heavy rainfall, and various water main breaks.
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EXECUTIVE SUMMARY

Information Technology. I am pleased to announce that IDG's CIO magazine selected DC
Water as a recipient of the 2011 CIO 100 Award. The 24™ annual award program recognizes
organizations around the world that exemplify the highest level of operational and strategic
excellence in Information Technology (IT). DC Water was selected for our work in the field of
data analytics using data coming out of the AMR system resulting in significant benefits to the
organization all the way up to today where we are in the piloting phase of research in advanced
analytics in several different categories such as route optimization and meter-no-reads work
management where our goal is to increase productivity in work order management. This is an
award showcasing the accomplishments of DC Water and constitutes our fourth year in a row
that we have been honored in this way. As it has each year, this award places us in the same
company as such large global scale companies as Aflac, Capital One, IBM, Pfizer, Proctor and
Gamble, and Wells Fargo among others.

Personnel. I am also pleased to introduce Samuel Bannerman to the Board — who is joining the
General Manager’s office to help with engaging our employees to improve the efficiency and
effectiveness of our work. As you know, we call this effort the “Team Blue Project” — although
the technical term is Organizational Development (OD). Mr. Bannerman has 15 years of
experience in OD and most recently worked for Arlington County government. As an example of
his experience, he redesigned and reinstituted Arlington’s Department of Public Works
orientation program, along with fleet management and improvements to public parks. Mr.
Bannerman is a graduate of Johns Hopkins University with a Masters in Applied Behavioral
Science, and is seeking an additional degree in Strategic Human Capital Management from
Georgetown University.

I
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SUMMARY OF FINANCIAL ACTIVITIES FROM THE CFO

The performance dashboard provides a summary of the FY 2011 financial highlights for the
Authority for use by the Board. A complete report on these investment indices is available as an
attachment to the Finance and Budget Committee’s May 2011 Financial Report. At the end of
May, with approximately 67 percent of the fiscal year completed, we are on track with budgetary
expectations. Based on our FY 2011 mid-year budget review process, we continue to meet and
in some cases exceed our financial projections. We currently project to end the year with
approximately $16.7 million over our operating reserve requirement. Our year-end projections
for revenues, operating expenses, and capital disbursements are included.

Operating Revenues & Receipts

At the end of May 2011, cash receipts totaled $264.9 million, or 66.4 percent of the revised FY
2011 budget. In general, revenues are on target except the Other Revenues category, which is
slightly lower than the straight-lined budget by $14.3 million or 41 percent of budget, primarily
due to the Rate Stabilization Fund transfer and the IMA indirect cost reimbursement, which are
anticipated in the fourth quarter of the fiscal year. The federal government made its third
quarterly payment in April while the District government and Wholesale customers made their
third quarterly payments in May 2011. At this time, our preliminary FY 2011 year-end revenue
projection is $396.1 million or 99.2 percent of the FY 2011 revised budget.

Operating Expenditures

At the end of May 2011, operating expenditures (including debt service and the right of way and
PILOT fees) totaled $238.6 million, or 59 percent of the FY 2011 revised budget of $403.4
million. These numbers include estimated incurred but unpaid invoices. As of May 2011, our
FY 2011 year-end expenditures projection is $384.5 million or 95.3 percent of the FY 2011
revised budget.

Capital Disbursements

For the month of May 2011, capital disbursements totaled $16.6 million, with year-to-date
disbursements totaling $173.1 million, or 53 percent of the revised (annual) disbursements
budget. Planned capital disbursements through May 2011 were $208.4 million or 64 percent of
the FY 2011 revised disbursements budget. All major projects are currently on target, though
actual expenditures lag due to delayed invoicing and lower expenditures in the Blue Plains and
Combined Sewer Overflow areas, as well as timing of the Owner-Controlled Insurance Program
(OCIP) accruals. As of May 2011, our FY 2011 year-end projection for capital disbursements is
$302.3 million or 93 percent of the FY 2011 revised budget.

v
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SUMMARY OF FINANCIAL ACTIVITIES FROM THE CFO

Cash Reserves and Investments

At the end of May 2011, our operating reserve balance was $143.4 million as compared to the
FY 2011 operating reserve level objective of $125.5 million. The balance in the Rate
Stabilization Fund at the end of May remained unchanged from the previous month at $16.7
million, and the CSO LTCP appropriations account balance also remained the same at $70
million in May.

As of May 2011, DC Water’s total investment portfolio continues to perform well and is in
compliance with the Authority’s Investment Policy. Interest income for May on a cash basis was
$20,873, and the year-to-date income is $514,742 or 95 percent of the FY 2011 revised budget of
$542,519. Additional information on our overall portfolio performance is provided in the May
2011 Financial Report.
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ORGANIZATIONAL PERFORMANCE DASHBOARD (MAY, 2011)

Financial Highlights

Net Operating Cash

Actual 21063
Target 51
($tho)

Operating Cash Balance

Actual 143

Target 125
($ mil)

Operating Revenues

Actual 265
Target 266
($mil)
Delinquent Account Receivables
Actual 2
Target 3

(%)

Operating Expenses

Actual 239
Target 269
($mil)
Core Investments Yield
Actual  0.82
Target 0.57

(%)

Capital Disbursements

Actual 173
Target 208
($mil)
Short Term Investment Yield
Actual 0.3
Target 0.04

(%)

Consumer Services Highlights

Call Center Performance
\/ %
85 (% of calls rec)
Fire Hydrants out of Service
\/ 38
96 (count)
Permit Processing within SLA

92

(%)

Command Center Performance

May
J 90
85

(% of calls rec)

Fire Hydrant Inspection

881

(count)

First Call Resolution

May
J 82
75

(% of calls rec)

Fire Hydrants Repaired

109

(count)

Emergency Response Time

May
J 97
90

(% of calls rec)

Fire Hydrants Replaced

May
J 31
21

(count)

Low Income Assistance Program

Splash Contributions

Actual 67

Target 54
($tho)

Customer Assistance Program

Actual 811

Target 666
($tho)

Operational Highlights

Lead Concentration
50 (ppb)

25 = 75
7 N

Plant Influent Flow
500 (gal mil)

250 : 750

Non-Revenue Water

Sold 8
Purchased 11

(CCF mil)

Open Positions

Open 60
Filled 29

(count)

Total Coliform Rule

Excess Flow
(gal mil)
Sewer Main Backups
(count)
Electricity Usage

20715

(MWh)

Biosolids Production
(wet tons )
Water Main Leaks
(count)
Sewer Lateral Backups
(count)
Employee Lost Time Accidents

14

(count)

Total Nitrogen
6 (Ibs/yr mil )

2 y 8
0! \

Water Valve Leaks

1

(count)

Combined Sewer Overflow

0

(events)

Vendor Payments

Actual 96

Target 97
(%)
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FINANCIAL HIGHLIGHTS

FINANCIAL PERFORMANCE SUMMARY

. REVENUE , EXPENDITURE, CAPITAL DISBURSEMENT
(Cumulative Revenue, Expenditure & Capital Disbursements compared to Budget)

[ Budget FY-2011 (in millions) - Revised
[l Actua YTD Totals FY-2011 (in millions)
®© Variance % : favorable/ (unfavorable)

% ®11.2% ©15:3%
5 7 oYz
8
> (20%)
= 29 403
o
g 300 265 239 325
E 200 173
% 100—-
E
<
0
Revenues Expenditures Capital Disbursements
Year to Date Analysis
FY-2010 Ratio (%) M FY-2011 Ratio (%)
Budget Period Elap: 66.7%
Revenues 66.4%
Expenditures: 59.1%
Capital Disbursements
f T T T T T T T T T 1
0% 10% 20% 30% 0% 50% 60% 70% 80% 0% 100%
NET OPERATING CASH
(Monthly and YTD Net Operating Cash Provided / Used compared to Budget)
B Monthly Net Cash Provided/Used (in 000's)
X" YTD Cumulative Net Cash FY-2011 (in 000's)
-O YTD Budget FY-2011 (in 000's)
25,000
21,063_A
20,000 — 18,089 19432/A //
16,620 18,103 } //
16,887 /k \ 5
15,000 | AN / \\ B
10,338 \\ // \\ ///
& i N—7 %
g @ 8617 X paid 9299 K 6,471
e § 5292
<E 500 3187 2545 l i
Jog @ B B BB _ B 8 _ B
24 45 51
(5,000 -
(10,000) — (7.548) (8.771)
T T T T T T T T T
Jun Jul Aug Sep Oct Feb Mar Apr May

Net cash to date for May was above budget by $21 Million
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FINANCIAL HIGHLIGHTS

REVENUES AND OPERATING EXPENSES

OPERATING REVENUES OPERATING EXPENSES
DALt 7 UL SR LT Sl D) (BTt Monthly & Cumulative Expenditure compared to YTD Budget

B Actua Monthly Revenue B Actual Monthly Expenses

- YTD Cumulative Revenue FY-2011 —% YTD Cumu: ative Exzendlture FY-2011

O YTD Cumulative Budget FY-2011 YTD Cumulative Budget FY-2011

300 — 300 —
266.1 /&64_9 268.?/0
#07 7 07 A2386
2328 O/ 253 O Pan
K213 L
s [ ‘ 209.1
% 200 1006 & & 200 201.7/;5 /‘
2 . K189.9 5 /‘{79.7
é—) 166.3 Af169.4 = 168 ,0/ /
g 150 4 :E: £ bus o/’/A149.4
£ 13?/ &03 § B /‘1/2 o
£ 7/ € 100 | 1009 &7
R 2 &osa < /;‘gs.g
7 675,07
66'5{6753 _ K565
50 7 =0 %
/ 7 7

Jun Jul Aug Sep Oct Nov Dec Jan Feb Ma Apr May

Jun Jul Aug  Sep Oct Nov Dec  Jan Feb Mar  Apr  May

Revenue to date for May is below budget by $1 Million Expenditure to date for May is below budget by $30 Million

CAPITAL SPENDING

CAPITAL DISBURSEMENTS
Monthly & Cumulative Disbursements compared to YTD Budget
[ Actual Monthly Disbursements
-~ YTD Cumulative Disbursements FY-2011
-O YTD Cumulative Budget FY-2011

250 —
208.4
o)
200 5] 1849 -7
e 1731
& 615 - 123&/,/
4 .
S 150 . -
= 1333 s 1335—
= _.-0” -
=3 1114 - -
= Wes 1052
5] _ g 'Y
© 100 - ~
€ 831 .- e
< s L
559 T 606 -~
o _ A
50 - Y
2713 7T AT
0BT~
I B 2] ar] ) o] e
Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Disbursements to date for May are below budget by $35 Million
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FINANCIAL HIGHLIGHTS

OPERATING CASH AND RECEIVABLES

OPERATING CASH BALANCE DELINQUENT ACCOUNT RECEIVABLES
Average Daily Cash Balance compared to Operating Reserve Target Delinquency & Receivables to Revenue Ratio compared to Target
[l Actual Cash Balance [] Receivablesto Revenue Ratio
Operating Reserve Target - (125 Million) -A- Delinquencies (in millions)
Target: Receivables to Revenue Ratio (3%)
175
ga "]
. s @
&Y S5 e 45 57 59 57
g2 6P 521 529 513 52 52 54 4 A--p 53 ¢
S= (A aA g A A S
T =
125 — [a =2 2
(2
2 4% —
g 100
s 3
£ - 2
g S 2120 2030 2039 1o 1omp qop9e W6 2000 21% 20m6
< =5 0 . -88% 1.81%
50 85
3
=
25 § £
14
(e 0% —
Jun Jul Aug  Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Ma Apr May
Cash Balance for May is above target by $18 million May Receivables to Revenue Ratio 1.8%, Delinquency $5 Million
INVESTMENT EARNINGS
INVESTMENT CASH EARNINGS
Monthly & Cumulative Earnings compared to YTD Budget
[ Monthly Earnings (in 000's)
-~ YTD Cumulative Earnings FY-2011 (in 000's)
-O YTD Cumulative Earnings Budget FY-2011 (in 000's)
600 —
514.7
4938
500 — ——
///
-~
410~
—~ 388
2 AT il 3614
) / -
8 / 316.2 JPStog
E 300 ] // 271 et
= / Lo
5 /226 St
<] / o
g 200 | 1808 gf57---""

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Earnings to date for May are above Projected Budget by $153,000
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FINANCIAL HIGHLIGHTS

INVESTMENT YIELD

CORE INVESTMENTSYIELD
Monthly Yield compared to Merrill Lynch Benchmark

[ Actual Monthly Yield (%)
[ Merrill Lynch 1-3 Y ear Treasury Index - Book Value (%)

Investment Yield (%)

dun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Yield for May was higher than the treasury index by 0.25%

SHORT TERM INVESTMENT YIELD
Short Term Yield compared to Merrill Lynch Benchmark

O Actual Monthly Yield (%)
[ Merrill Lynch 3-Month Treasury Index - Book Value (%)

0.4 —1

0.35

0.3

0.25

0.2 -

Short Term Yield (%)

0.1 -

0.05 -

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Short Term Yield for May was higher than the Merill Lynch yield by 0.26%
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CONSUMER SERVICESHIGHLIGHTS

CUSTOMER SERVICE

CALL CENTER PERFORMANCE
Calls Answered within 40 Seconds compared to Target
[] Call Center: Calls answered (%)
-@ No of Calls- Call Center (in 000's)
Target -Call Center (85%)

g

Jun

Ju Aug Sep Oct Nov Dec Jan Feb Ma Apr May

Performance for May was above target by 5%

FIRST CALL RESOLUTION (FCR)
Calls resolved on first contact compared to Target

Performance for May was above target by 7%

COMMAND CENTER PERFORMANCE
Calls Answered within 40 Seconds compared to Target
[[] Command Center: Calls answered (%)
-@ No of Calls- Command Center (in 000's)
Target -Command Center (85%)

'8 20 '8 20
e .
s > e - @®-- - 5 >
2 § o 175 s 165 15‘_2\',.--.— 1:1 09 59 @@ ° § »
_E g § 10 128 13.76 139 135 133 134 é g § 10
7
5 c a7 46 46
= % = 2%’ < o -® g 35 33 32 0 38 59 35 38 35
3 3 e--9--0 ® 0. g e-0--e
Y 0
91% 9B%  9B%  92%
-g 100% 8% % 8w s6% B7% 8T% 86% a5k P oo -g 2000 90%
E 5% é 75%
< <
@ 0
< )
@ b 8 so%
S 5
= =3
§ 25% § 25%

g

Jul

Jun Aug Sep Oct Nov Dec Jan Feb Ma Apr May

Performance for May was above target by 5%

EMERGENCY RESPONSE TIME
Calls responded to within 45 Minutes compared to Target

[] FCR (%) [] Response (%) within Target
FCR Target (75%) -@ Total Emergency Calls Dispatched
Response Target (90%)
100%
200 1
- 8% 8% g g B2 82%  82% 273 2 o e
7% % 7%  78% 386 . .\_‘___‘___‘— o 89 -
3 i o E. Y = "®._ 5L 58
8 7% 19 44 ... 3 e
= Fa ®
i :
= 98% 100% 99%
S 100% 95% % 93% 95% 95% 96% 97%  97%
@ 5% @
Q g
= 8
S Bc
: €<
. ey 50%
koo g Q
f=
5 E
[T
0% ! %
Jun  Jl  Aug Sep Oct Nov Dec Jan Feb Ma Apr  May dun Jul Aug  Sep  Oct Nov Dec Jan Feb Ma Apr May

Performance for May was above target by 7%
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CONSUMER SERVICESHIGHLIGHTS

FIRE HYDRANTS

FIRE HYDRANTS OUT OF SERVICE (O0S) FIRE HYDRANT INSPECTION
Total Hydrants Out of Service against Target Total Hydrants Inspected per Month
[] Out of Service Fire Hydrants (Defective OOS Hydrants) M Tota No of Fireand EMS Hydrant Inspections
m In-Operationa - OOS Due to Inaccessibility or Temporary
Work 4500 4,263
Out of Service Hydrants Target (96)
4,000
200 —f
g 3,500
‘é- 3,000
150 — <
E 2500
8 S
0w > T 70
56 m
T < T 1500
o 8
()
. iT 1000
500
(e 0—
Jun Ju Aug Sep Oct Nov Dec Jan Feb Ma Apr May Jun Jul Aug  Sep Oct Nov Dec Jan Feb Ma Apr May
Fire Hydrant contractor was mobilized at the end of December Fire and EMS began annual inspectionsin April
FIRE HYDRANT REPAIRS FIRE HYDRANT REPLACEMENTS
Total Hydrants Repaired per Month Total Hydrants Replaced per Month
M Total No of Hydrants Repaired [] Hydrants Replaced
Hydrant Replacement Target (21)
12 5 1,126
g
z
1%}
% tE
& e
2 s&
[ [T
=
Jun Jul Aug  Sep Oct Nov Dec Jan Feb Ma Apr May Jun Jul Aug  Sep Oct Nov Dec Jan Feb Ma Apr May
OOS fire hydrants returned to service in May were 109 Fire Hydrant replacement contractor fully mobilized at end of December
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CONSUMER SERVICESHIGHLIGHTS

PERMIT PROCESSING

TOTAL APPLICATIONSPROCESSED WITHIN SERVICE LEVEL AGREEMENT (SLA)

[ Total No of Applications Processed
[CJ Tota No of Applications Processed within SLA
-@ Percent (%) Processed within SLA

100% —1

< .‘\\ e . A e ]
o9 S Y S . PN P -
U‘ “®---- 8‘6‘%? 89% @ otias 91% Ny e o 88% 2%
£ 7% 8% % T o R S L 836
&£ 4% 719 73%
L=

No of Permits Processed

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

SLA Examples: Raze Permit - 14days, Sheeting and Shoring - 14 days, Preliminary Plan Review - 45 days
Permits not processed within SLA in May were 8%. Note that different SLA'srange from 7 days to 45 days
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LOW INCOME ASSISTANCE PROGRAM

SPLASH PROGRAM

SPLASH CONTRIBUTIONS
Monthly and Cumulative Contributions compared to YTD Target
B Monthly Contributions (in 000's)
% YTD Cumulative Contributions FY-2011 (in 000's)
-O Projected YTD Target FY-2011 (in 000's)

] A
///
59 _~
] 7
~
~
51 _ -~ _.--©
= 0] A O”// 54
il -~ -
» 2 _- - 4
8 - P e
c 34 _- - 41
= - o
= A -
€ o - Pitad 34
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g AT -0
5 _- PPt 27
20 16 /// O
T 20
A
O
10 8
0_:. - - - . - - - L
Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Total SPLASH Contributionsto date for May were above target by $13,000

CUSTOMER ASSISTANCE PROGRAM (CAP)

CUSTOMER ASSISTANCE PROVIDED
Monthly and Cumulative Assistance Provided compared to YTD Budget
[l Actual Monthly Amount (in 000's)
-~ YTD Cumulative Amount FY-2011 (in 000's)
-O YTD Budget Amount FY-2011 (in 000's)

900 —
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800 //,A
7
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-
Es;‘ //_,—0666
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3
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0t
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Total CAP assistance to date for May was above target by $145,000
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