168th Meetiong of DC Water Board of Directors-|. Call to Order (Chairman William Walker)

water 1s

VI.

VII.

DISTRICT OF COLUMBIA WATER AND SEWER AUTHORITY
168" MEETING OFTHE BOARD OF DIRECTORS
Thursday, September 1, 2011
9:30 a.m.
5000 Overlook Avenue, SW
Room 407

AGENDA

Call to Order (Chairman William Walker)

Roll Call (Board Secretary)

Approval of July 7, 2011 Minutes (Chairman William Walker)

Chairman’s Overview

Committee Reports

arwnPE

Environmental Quality and Sewerage Services Committee (Robert Hoyt)
Water Quality and Water Services Committee (Joseph Cotruvo)

District of Columbia Retail Water and Sewer Rates Committee (Howard Gibbs)
Audit Committee (Timothy Firestine)

Finance and Budget Committee (Timothy Firestine)

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

Consent Iltems (Joint-use)

Approval to Execute Supplemental Agreement No. 1 of Contract No. DCFA #420,
Greeley and Hansen — Resolution No. 11-82 (Recommended by the Environmental
Quality and Sewerage Services Committee 07/21/11)

Approval to Execute Supplemental Agreement No. 1 of Contract No. DCFA #421, JA
Underground: Professional Corporation. — Resolution No. 11- 83 (Recommended by
the Environmental Quality and Sewerage Services Committee 07/21/11)

Approval to Execute Change Order No. 17 of Contract No. 040060, Ulliman Schutte
Construction, LLC. — Resolution No. 11-84 (Recommended by the Environmental
Quality and Sewerage Services Committee 07/21/11)

Approval to Execute Change Order No. 05 of Contract No. 080010, Singleton Electric
Company, Inc. — Resolution No. 11-85 (Recommended by the Environmental Quality
and Sewerage Services Committee 07/21/11)

Approval to Extend the Term of Contract No. WAS-06-012-AA-JW, First Vehicle
Services — Resolution No. 11-86 (Recommended by the Environmental Quality and
Sewerage Services Committee 07/21/11)

Approval to Extend the Term of Contract No. WAS-06-030-AA-ND, Allied Barton
Security Services — Resolution No. 11-87 (Recommended by the Environmental
Quality and Sewerage Services Committee 07/21/11)
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7. Approval to Expend Additional Funds, Beveridge & Diamond, PC — Resolution No.
11-88 (Recommended by the Finance and Budget Committee 07/28/11)

VIIl. Consent Iltems (Non-Joint Use)

1. Approval to Extend Contract No. WAS-07-023-AA-JW, Rodgers Brothers Custodial
Services — Resolution No. 11-89 (Recommended by the Water Quality and Water
Services Committee 07/21/11)

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

X. Adjournment

! 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
qguorum to discuss: matters prohibited from public disclosure pursuant to a court order or law under D.C. Official Code
§ 2-575(b)(1); contract negotiations under D.C. Official Code § 2-575(b)(1); legal, confidential or privileged matters
under D.C. Official Code § 2-575(b)(4); collective bargaining negotiations under D.C. Official Code § 2-575(b)(5);
facility security under D.C. Official Code § 2-575(b)(8); disciplinary matters under D.C. Official Code 8§ 2-575(b)(9);
personnel matters under D.C. Official Code § 2-575(b)(10);proprietary matters under D.C. Official Code § 2-575(b)(11);
decision in an adjudication action under D.C. Official Code § 2-575(b)(13); civil or criminal matters where disclosure to
the public may harm the investigation under D.C. Official Code § 2-575(b)(14), and other matters provided in the Act

Upcoming Committee Meetings

e Governance Committee — Wednesday, September 14" @ 9:30 a.m., 5000 Overlook
Avenue, SW — 4™ Floor

¢ Human Resource and Labor Relations Committee — Wednesday, September 14" @ 11:00
a.m., 5000 Overlook Avenue, SW — 4" Floor

e Environmental Quality and Sewerage Services Committee — Thursday, September 15" @
9:30 a.m., 5000 Overlook Avenue, SW — 4™ Floor

o Water Quality and Water Services Committee — Thursday, September 15th @ 11:30 a.m.,
5000 Overlook Avenue SW — 4" Floor

. Ahjdit Committee — Thursday, September 22nd @ 9:30 a.m., 5000 Overlook Avenue, SW —
4" Floor

¢ Finance and Budget Committee— Thursday, September 22nd @ 11:00 a.m., 5000 Overlook
Avenue, SW — 4" Floor

e DC Retail Water and Sewer Rates Committee Meeting -Tuesday, September 27th @ 9:30
a.m., 810 First Street, N.E., 11" floor
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‘ District of Columbia Water and Sewer Authority

water is Board of Directors
MEETING MINUTES

Thursday, July 7, 2011

Present Directors

Chairman William Walker, District of Columbia

Kathleen Boucher, Alternate to Timothy Firestine, 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

Dawn Hawkins-Nixon, Alternate to Carla Reid, Prince George’s County

Present Alternate Directors
Joseph Cotruvo, District of Columbia
James Patteson, Fairfax County
Howard Gibbs, District of Columbia
Brenda Richardson, District of Columbia

DC Water Staff

George S. Hawkins, General Manager

Meena Gowda, Acting General Counsel

Linda R. Manley, Secretary to the Board of Directors

Chairman Walker called the 167th Meeting of the District of Columbia Water and
Sewer Authority’s Board of Directors to order at 9:30 a.m.

Chairman Walker asked Linda Manley, Board Secretary to confirm a quorum.
Ms. Manley confirmed a quorum.

Approval of the June 2, 2011 Meeting Minutes

Chairman Walker asked for a motion to approve the June 2, 2011 minutes.
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The minutes were moved and seconded with approval by the Board of Directors.

Chairman’s Remarks

Chairman Walker noted that DC Water is halfway through the calendar year and
the Board with staff has accomplished a tremendous amount. He congratulated
the General Manager and Team Blue for all the great work that has transpired.

Chairman Walker noted that Mr. Bardin will be leaving the Board soon and it is
not an understatement to say that Mr. Bardin has put time, effort and heart into
his role as a director. He stated that at the appropriate time, the Board and staff
will thank Mr. Bardin for all of his service.

Governance Committee
Reported by: Alethia Nancoo

The Committee met on June 8, 2011 and the purpose of the meeting was to
provide a detailed overview of the Business Development Plan, as well as the
enterprise’s assurance of fair hiring practices of its contractors. The General
Manager provided the Committee a thorough presentation on the two items. In
particular, the Department of Employment Services (DOES) First Source hiring
agreement practices, as well as DC Water’s Local Business Enterprise Program,
the Disadvantaged Business Enterprise Program and DC Water’'s history of
compliance with regards to EPA Fair Share objectives. In particular, the General
Manager pointed out to the Committee that DC Water has received a number of
recognitions from EPA with respect to DC Water exceeding its Fair Share
objectives.

The General Manager presented numerous mechanisms in place to ensure
compliance with DC Water’s Minority/Women Business Enterprise 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 and DC
Water had hired its own third-party consultant to provide compliance oversight.
He enumerated numerous steps that were taken during and after the actual
contracting period for the Blue Plains project to ensure that the project was
adequately providing for DC Water achieving its WBE contracting compliance.

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.

After a thorough overview of DC Water's Business Development Plan, the
Committee stated that while DC Water has a fully developed Business
Development Plan, there is no program in place to ensure the fair hiring practices
of DC Water’'s contractors. In response, the General Manager emphasized that
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the Clean Rivers Project is being constructed in phases and those contractors
working on the Blue Plains Tunnel Project will be constantly monitored and their
compliance for fair hiring practices would be taken into consideration for the
selection process of subsequent phases.

The Committee then requested that the staff provide a detailed estimated amount
of new hires for the Blue Plains Project. The Committee discussed various
approaches for 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 meeting was very effective because the Committee identified both a short-
term and a long-term goal in developing assurance with respect to contractors
that contract with the enterprise and their fair hiring practices. In short term, the
Committee identified that it would like to see the contractors for the Blue Plains
Project buy into the concept of employing local residents, as well as providing
and developing apprenticeship programs. The Committee requested staff to
develop a monthly report that accurately reflects the compliance history and
employment practices of the contractors. The long term goal is for DC Water to
develop its own First Source Program and not rely on DOES, which in many
respects was identified to be a broken system.

Mr. Seamon asked if the Committee discussed a timeline regarding the short-
term and long-term goal. Ms. Nancoo replied that the Committee left it to the
discretion of senior management to decide. The Committee will not meet again
until September and at that time will give management its expectations regarding
the goals. Chairman Walker asked if the development of a First-Source Program
for DC Water is expected later on in the process. Ms. Nancoo responded yes,
that it is something that would be long term. However, the Committee expects
the General Manager to bring back to the Committee in September his plans.

Mr. Hawkins stated that staff is evaluating the Committee’s questions regarding a
First Source Program for DC Water. He noted that he met with Mayor Vincent
Gray and the City is expecting a full revamp of its D.C. First Source Program. He
stated that DC Water will evaluate the City’s new First Source Program before
making a decision to create DC Water’'s own program.

Ms. Boucher noted that DC Water should fine tune its language when using the
term fair hiring practices. She stated that fair hiring refers to discrimination,
harassment, violence, right to work place without discrimination, without violence,
and without harassment. The discussion is really about a local resident
preference program. Ms. Boucher suggested that the language used should be
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a local resident preference program. Ms. Nancoo agreed stating that the
nomenclature is more correct to identify it as the local hiring preference program.
Mr. Hawkins noted that the confusion is that EPA requirements are called Fair
Share objectives as opposed to fair hiring and that is where the language derived
from.

Mr. Roth thanked the General Manager and Ms. Nancoo for an excellent
Governance Committee meeting noting that he found the meeting to be very
informative and educational. However, there is another issue which is not only
who the contractors and subcontractors are but who they are hiring. His concern
is that DOES and First Source applies only to new hires and the definition of new
hires is so narrow and malleable that it is possible for a contractor to completely
comply with the D.C. First Source Program or DC Water’s voluntary participation
in it without ever actually hiring a new hire because all those people they hire and
bring from other areas are existing employees. He stated that DC Water has an
excellent record with respect to women and minority-owned business contractors
and subcontractors. DC Water needs to ensure that Skanska and other
contractors are accountable for who they are hiring.

Human Resources and Labor Relations Committee
Reported by: Anthony Griffin, Chairperson

The Human Resources and Labor Relations Committee met on the same day
following the Governance Committee. The primary discussion generated with
the Union Presidents was DC Water’'s hiring practices as it relates to filling
positions at the Authority. Their concerns were related both to the ability for
employees to advance within the Authority and how the decision is made to
advertise inside to fill position versus outside to fill positions.

The Committee received a presentation regarding the Team Blue efforts and
additional information will be provided relating to the Team Blue concept that the
General Manager introduced.

Environmental Quality and Sewerage Services Committee

Reported by: Robert Hoyt, Chairperson

The Committee met on June 16™ and was provided a report on plant
performance. May was a dry month and there was no excess flow. The
Committee discussed the E. coli reports because this was the first time that DC
Water has been asked to report on E. coli. The levels are way below the permit
limit.

Mr. Bardin noted the relationship between drinking water purchases and waste
water flows and requested that the Committee examine how the projections are
made for the entire urban water area. The Committee will continue to look into it.
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The General Manager provided the Committee an update on the Long Term
Control Plan permits. DC Water has received permits from the National Park
Service and the Army Corps of Engineers. The easement discussions with the
U.S. Navy are continuing and on schedule. DDOT proposed to the Federal
Highway Administration the hybrid solution involving permits for near surface
facilities and easements for the deeper tunnel structure. The Committee
discussed Contract No. 110050 and questioned whether the facilities being
constructed under the contract could be impacted by future permitting decisions.

The Committee received an update on the Potomac Pump Station. DC Water is
continuing with the new impeller design. If the impeller change does not
sufficiently improve performance, staff is working on an alternative proposal
which would require modifications to the Consent Decree.

The Committee is recommending five contracts for Board action, three joint-use
and two non-joint-use.

The Committee received the same presentation that the Governance Committee
received on employment requirements.

The General Manager brought to the Committee’s attention an arrangement that
has been worked out with DDOT to provide upfront funding to ensure that the
long-term control plan will continue. The Committee cautioned Mr. Hawkins on
setting the precedent but acknowledged and agreed with Mr. Hawkins that in this
case it was the appropriate thing to do.

Mr. Roth asked the General Manager why the rate stabilization fund transfer is a
joint-use resolution as opposed to a non-joint use. Mr. Adebo responded that it
has been the Board’s determination over the years that financial matters are a
full Board decision.

Mr. Roth asked if the miscellaneous facilities upgrade contract recommended for
approval is a contract in which EPA has any financial participation. Mr. Benson
replied that there are no federal funds for the contract. Mr. Roth then noted that
the difference between the winning bidder and the next lowest bid out of an
almost $24 million contract was $9,000. In accordance with the fact sheet,
almost a third of participation among the subcontractors relates to a firm that is
based in Franklin, Ohio. He asked if staff knew who the second lowest bidder’s
subcontractors were. Mr. Benson stated that he could get back to Mr. Roth with
the response.

Mr. Roth noted that he was not going to object to the contract and will vote on the
contract. However, he reiterated that he was not satisfied that DC Water is doing
all it can and should be doing to keep local dollars local.
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Mr. Hawkins stated that this conversation should be taken off line for a review of
DC Water’'s procurement policies in which there is a significant component in the
policies relating to minority and women-owned businesses, and local contractors.

Ms. Nancoo noted that the Governance Committee asked the General Counsel
to look at the issue and see whether DC Water going forward can modify its
procurement practices.

Chairman Walker asked the Finance and Budget Committee to have a
presentation by staff at its September meeting with the issues that were
discussed highlighting opportunities for change, limitations of change and legal
ramifications of potential changes to the policies and report back to the Board at
its October meeting. In addition, Chairman Walker asked the General Counsel to
make sure that if there are significant legal issues raised that Ms. Nancoo’s
committee from a governance standpoint be involved.

Ms. Roberson asked staff to take a look at how many dollars went out to
companies outside the region within the last year.

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

The Committee met and received a report from Mr. Kiely that there were two
positive coliform samples taken so far in June, but that follow-up sampling was
negative.

The Committee received a report on the Lead and Copper Rule. The 90"
percentile value was at 5 ppb. There was one sample taken above the action
level and it was determined to be at a home with galvanized pipe in the plumbing.

Chairman Walker asked the General Manger if DC Water has done enough to
share and explain results from the lead and copper rule testing. The General
Manager replied that the results have been posted on DC Water’s website. In
addition, the results are in the CCR report that went to every resident in the
District of Columbia. Chairman Walker stated that he applauds the results and
knows that DC Water has several mechanisms to disseminate the results.
However, there is still work to be done to communicate with various stakeholders
and explain DC Water’s situation today.

There was a slight increase over the previous months of total hydrants out of
service, which is still in the normal range. There was some discussion on the
numbers of hydrants classified as defective or obstructed for periods greater
then sixty 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 quickly by removing
the obstruction.
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The Committee received a brief update on physical security of the facility. The
Committee requested a briefing on the vulnerabilities to deliberate contamination
and water quality upsets that can occur.

Mr. Kiely presented to the Committee, the Authority’s current initiative to upgrade
the components of its Automated Meter Reading system.

The Committee is recommending two action items for Board approval.

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
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 audit of automated meter
reading and customer billing.

Finance and Budget Committee
Reported by: David J. Bardin, Acting Chairperson

The Committee met on June 23rd and is recommending three action items for
Board approval today, regarding transfer into the Rate Stabilization Fund (RSF),
extension of electricity purchase contract, and revision of the Fiscal Year 2012
Budget.

Ms. Yvette Downs, Director of Budget, presented the monthly financial report.
As of May 31, with about 67 percent of the fiscal year completed the revenues
were at 66 percent of expectations, the expenditures at 59 percent of
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expectations and the capital disbursements were at 53 percent of expectations,
still lagging behind.

The monthly investment performance report lays out the entire portfolio of
securities held by the Authority for debt service, operating reserves and capital
construction funds. The total is over $400 million. In addition, the Committee
received an interest rate update as to current unfolding market situations and
asked for similar market updates monthly.

Chairman Walker said DC Water again should look at its cash deposits and the
type of return it is making. There is $125 million operating reserve maintained as
a matter of policy and is parked in short-term instruments right now earning on
average 38 basis points. If it was in 10-year treasury bonds it would be earning
close to 3 percent. That delta of 2 percentage points more or less is worth $2.5
million a year to the Authority in just interest on the money. Chairman Walker
asked the Finance and Budget Committee to re-examine the issues.

The Committee then discussed and moved forward to the Board management’s
proposal to revise the FY 2012 downward, subject to coordination with any
additional proposals that Retail Rates Committee discussion may engender.

The Committee and General Manager discussed the cash surplus of over $16
million now anticipated for the end of FY 2011. Most of that surplus would stem
from drawing down $9.5 million from the RSF in accordance with the Revised FY
2011 budget. And almost $3 million will be returned to suburban customers as
their share of anticipated FY 2011 capital disbursements which will be delayed.

The Committee recommends and moved forward to the Board a decision now to
restore the entire $9.5 million RSF drawdown to the RSF before the end of this
FY 2011, consistent with Board Policy as to timing. Otherwise, how the Board
decides to use the rest of the FY2011 cash surplus will await General Manager
recommendations, probably in the October to November time frame, after the
final amount of that surplus is ascertained.

The Committee was provided an update on the insurance renewals in
anticipation of July insurance renewals; staff traditionally updates the Finance
and Budget Committee.

The Committee is recommending to the Board the staff’'s proposal to extend the
electricity contract with Hess Corporation for an additional year and $22 million.

Finally, the Committee received a report from the General Manager on the Cost
Allocation process between D.C. retail rate customers and the various suburban
customers. The General Manager informed the Committee that a multi-
jurisdictional cost allocation study which had been the subject of a report to the
Environmental Quality and Sewerage Services Committee, explained why it is

10
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beneficial to DC Water and its suburban customers to reach accurate results in a
timely fashion and to begin billing and payment subject to a true up potential if
continuing review identifies superior methodology.

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

The Committee met on July 28" and received the monthly update from the
General Counsel with a written report on the status of delinquent accounts
involving Howard University, Soldier's Home and the Town of Vienna. Mr. Bardin
noted that since the written report was distributed, Howard University has made
its first payment of $67,000 which is for volumetric sewer, impervious area and
clean rivers charges.

The General Manager gave kudos to the Customer Services Department on the
Howard University efforts.

Randy Hayman, General Counsel, also acknowledged LaVeeda Garlington,
Attorney, for her efforts on Howard University.

The Committee discussed management’s three proposals to increase the
miscellaneous fees. It forwards to the Board and recommends approval of all
proposed changes in engineering and review fees and waste hauler fees.
However, at management’s request, the Committee is deferring to its next
meeting consideration of new industrial pre-treatment fees for permits,
inspections, and compliance at facilities such as Dulles Airport. Although the
Board received no objections to these industrial fees themselves, management
has extended the time for public comments on another rule-making initiated after
review by the Environmental Quality and Sewer Services Committee.

The Committee then discussed management’s proposal on the water and sewer
rates for FY 2012. The General Manager summarized to the Committee
management’s recommendations to trim back increases on the water and sewer
rates from a 6 percent increase to a 4.5 percent increase, the Clean Rivers (IAC)
fee from a 99 percent increase to a 92 percent increase, and the PILOT
(Payment in Lieu of Taxes) fee from a 8.2 percent increase to a 6.1 percent
increase — and not to trim back the proposed 7 percent increase in the right-of-
way fee.

With one exception, the Committee decided to recommend and move forward to
the Board management’s recommendations as to water and sewer rates.
However the Committee recommends against any increase at all in the present
PILOT fee.

Chairman Walker stated that before the General Manager report out to the
Board, staff would like to present the General Manager with the United States

11
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flag signed by Eleanor Holmes Norton that was flown over the Capitol in
commemoration of the first year anniversary of the branding of D.C. Water,

General Manager’s Report
Reported by: George Hawkins, General Manager

The General Manager reported to the Board that DC Water recently sent its
Consumer Confidence Report to every resident of the District of Columbia. He
also reported that DC Water’s information technology program for the fourth
consecutive year was nominated for the Chief Information Officer’'s 100 list.

The General Manager noted that several DC Water employees will be attending
the national conference for the National Association of Clean Water Agencies
(NACWA). In addition, he has been nominated to become a member of the
Executive Committee of NACWA

The General Manager introduced Samuel Bannerman, a new member of the
organizational development team in the General Manager’s office.

The General Manager noted that Charles Kiely, Assistant General Manager for
Consumer Services, presented at the AWWA Conference on DC Water’s
Automated Meter Reading System. He noted that other jurisdictions are doing
their first installation of automatic meter reading and DC Water is in its second
stage of the program.

Chairman Walker noted that the Automatic Notification System is the one thing
that he consistently hears people give DC Water praise on.

Consent Items (Joint Use)

Mr. Griffin moved the approval of Resolutions No. 11-71 through 11-76, and Mr.
Bardin seconded the motion. The motion to approve Resolutions No. 11-71
through 11-76 was unanimously approved by the Board.

Consent Iltems (Non-Joint Use)

Mr. Bardin moved the approval of Resolutions No. 11-77 through 11-81. Ms.
Nancoo seconded the motion. The motion to approve Resolutions No. 11-77
through 11-81 was unanimously approved by the District members of the Board.

10
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Executive Session

Chairman Walker asked for a motion to go into executive session pursuant to
Section 2 of the Open Meetings Amendment Act of 2010 to consult with DC
Water’s attorneys regarding a settlement case.

Mr. Griffin moved the motion and Mr. Bardin seconded the motion.

Linda Manley, Secretary to the Board, took a roll call vote for the Board to
convene into the executive session and the motion passed. The executive
session convened at 11:44 a.m.

The Board reconvened into open session at 12:46 p.m.

Mr. Griffin moved that the 167" meeting of the Board adjourned. Ms. Nancoo
seconded the motion. The motion passed.

The 167™ meeting of the DC Water Board adjourned at 12:47 p.m.

Secretary to the Board of Directors

11
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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, July 21, 2011

9:30 a.m.

Committee Members Present DC Water Staff Present

Robert Hoyt, Chairperson Leonard Benson, Chief Engineer
Joseph Cotruvo Randy Hayman, General Counsel
Howard Gibbs Linda Manley, Board Secretary
David Lake

F. Alexis Roberson
James Patteson
Brenda Richardson

Other Board Members Present
David J. Bardin

l. CALL TO ORDER

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

Il AWTP STATUS UPDATES

1. BPAWTP Performance

Mr. Walt Bailey, Assistant General Manager for Wastewater Treatment, reported that
June was an exceptionally dry month, with precipitation at 1.68 inches vs. the 3.13 inch
historical average. Consequently, flow was low at 272 MGD with a 12-month average of
290 MGD. Nitrogen compliance was 5.6 mg/I for the month with an annual average of
4.6 mg/l. There were no excess flow events. Biosolids production was 1141 wet tons
per day for a 12-month average of 1172 wet tons per day. All permit parameters were
met. Dr. Cotruvo suggested that DC Water Public Affairs put together a press release
that would draw attention to the exceptional performance at Blue Plains in reducing
effluent nitrogen discharges below Chesapeake Bay goals. Mr. Bardin noted that
electricity use has precipitously declined since May 2009 and asked whether this
decline would continue. Mr. Bailey responded that electricity use has leveled off, and
that recent reductions in energy use are most likely attributed to low flow and the
installation of fine bubble diffusers. The Committee requested that the labels on the
Biological Nutrient Removal charts (page 6 of this month’s materials) be revised to

14
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indicate the permit limits (future requirements).

Il. STATUS UPDATES

1. LTCP Easements Permits

Mr. Carlton Ray, Director, DC Clean Rivers program, reported on the status of obtaining
easements or permits for the proposed tunnel alignments. The US Navy has committed
to a 50 year easement for the Blue Plains tunnel, following completion of the
Environmental Assessment process. A construction license will be issued concurrently.
FHWA responded to DDOT’s request recommending a “hybrid” solution (easements for
deep tunnels, permits for near surface structures), stating that easements would not be
allowed as DC has no FHWA approved utility accommodation policy. DC Water
continues to negotiate a utility accommodation policy with FHWA. DDOT has committed
to issuing the necessary permit for the Blue Plains tunnel, and DC Water has drafted an
MOU with DDOT that includes a provision that DDOT share equally in the cost if above
ground structures need to be relocated in the future to accommodate DDOT
construction.

The District Deputy Mayor for Planning and Economic Development (DMPED) has
advised that they will approve easements for the tunnel facilities (in areas not controlled
by DDOT). Mr. Bardin requested clarification regarding the reported $4.2M cost of
gaining DMPED easements and whether this cost should be deducted from D.C.
Water’s existing payment to the District for easements. Mr. Benson stated that he would
report back to the Committee with more information on the cost (and cost rational) of the
easements.

Ms. Roberson questioned whether it might be beneficial for DC Water management to
coordinate all of the permit requirements for this project at a high level in the DC
Government. Mr. Benson noted that the General Manager has initiated these
discussions with the City Administrator, Mr. Alan Lew, and that it would be appropriate
to continue these discussions once Mr. Lew takes his seat on the DC Water Board of
Directors later this year. Mr. Bardin requested an updated Permits/Easements Status
Report, including anticipated dates, during the August recess.

V. STATUS UPDATES: POTOMAC INTERCEPTOR

1. Potomac Pump Station

Mr. David McLaughlin, Director, Engineering and Technical Services, reported that DC
Water is continuing with the current recommended upgrade to the pump station. Design,
fabrication, and installation of the new impellers will continue through the end of 2011.
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2. Odor Abatement Project

Mr. McLaughlin reported that the construction for the VA sites has been advertized and
bids are expected to be taken in mid-August. Construction of the Maryland and DC sites
continues.

Mr. Bardin questioned why the NPS has requested a change in elevation of the
restroom building floor at the DC site. Mr. McLaughlin explained that although the facility
is located above the 100-year flood level, NPS wants the restroom floor level with the
top of an adjacent earthen berm. Mr. Hoyt asked whether this cost would fall upon DC
Water. Mr. McLaughlin responded that yes, the cost of the elevation change would fall
on DC Water, since this is a change to the design. However, costs related to issues with
workmanship at Sites 4 and 17 reported this month are the responsibility of the
contractor.

V. DC CLEAN RIVERS, PCO (PROGRAM CONSULTANTS ORGANIZATION)
SUPPLEMENTAL AGREEMENTS

Mr. Benson introduced the presentation by advising the Committee that two
supplemental agreements to increase funding for the DC Clean Rivers Program
Consultants were on today’s agenda. Due to the significant cost of these supplements,
a presentation was being provided to enlighten the Committee on the need for this
action. Mr. Benson advised that the need for these supplemental agreements was
anticipated and does not reflect cost overruns. The Clean Rivers program remains on
schedule and within budget. He then turned over the presentation to Mr. Carlton Ray,
Director of the Clean Rivers program. Mr. Ray reviewed the history of the $2.6B project,
the result of a 2005 Consent Decree with the DOJ and US EPA. He noted that all
milestones have been met to date. Mr. Ray reviewed the management structure of the
project, including the role of the Program Consultants organization (PCO). He also
reviewed with the Committee the program budget and costs to date.

Dr. Cotruvo questioned the legality of allowing contractors to manage other contractors,
which he stated is not permitted within the federal government. Mr. Hayman, DC Water
General Counsel, stated that he was not aware of any prohibition that would affect local
government agencies but would research Dr. Cotruvo’s question. The Committee
requested that Mr. Ray provide a list of members on the Project Review Board. Ms.
Richardson recommended robocalls be implemented in the process of notifying the
public prior to construction activities.

VI. PRETREATMENT PROGRAM REGULATIONS UPDATE
Discussion of this topic was deferred until the September Committee meeting, to allow

staff to review comments on the proposed regulations recently received during the
public comment period.
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VIl.  ACTION ITEMS - JOINT USE

Mr. Benson presented action items 1 through 4, and Ms. Teresa Scott, from the
Department of Procurement, presented action items 5 through 8 for Committee action
and discussed the scope of each. Action item 9, related to pretreatment regulations,
was deferred to the September meeting.

Joint Use:

Contract No. DCFA-420, Greeley and Hanson LLC

Contract No. DCFA-421, JA Underground Professional Corporation
Contract No. 040060, Ulliman Schutte Construction, LLC

Contract No. 080010, Singleton Electric Company, Inc.

Contract No. WAS-10-074-AH-MB, TieBridge, Inc.

Contract No. WAS-10-074-AE, MB, Namtra Business, Inc.

Contract No. WAS-06-012-AA-JW, First Vehicle Services

Contract No. WAS-06-030-AA-ND, Allied Barton Services
Recommendation concerning Final Approval of Revision to Pretreatment
Regulations (This action item was pulled from the agenda by management for
reasons explained during discussion under Agenda Item VII.)

CoNoO~WNPE

Regarding the Greeley Hansen and JA Underground contracts, Mr. Patteson asked
whether DC Water has considered hiring full-time employees rather than using
consultants. Mr. Benson responded that due to the specialized nature of this work, DC
Water has encountered difficulty in identifying viable candidates even for the limited
number of staff positions currently planned. The organization structure for the Clean
Rivers program anticipates continuing to hire the necessary staff through engineering
consultants; however DC Water will review the staffing plan prior to the procurement of
out-sourced services that will be necessary after the end date of the current contracts,
i.e., March, 2014.

Ms. Teresa Scott discussed the four goods and services contracts (items 5 — 8). The
Committee questioned the procurement actions being proposed for the two contracts for
IT staffing services. They requested that both of these contracts be reintroduced with
additional information (identify approved budgeted funds/authorization) at the
September Committee meeting.

Ms. Roberson advised the chairman that she would not vote for the First Vehicle
Services contract extension, because the company involved is not local. Ms. Scott
explained that the contract extension is necessary to allow the development of an in-
house information technology system to be developed and incorporated into the new
contract, which will go out to bid later this year.

In response to questions from the Committee, Mr. Steve Caldwell, Director of Facilities
and Security, explained the reasons for the extension to the contract with Allied Barton.

Following the discussions, the Committee agreed to forward the action items, with the
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exception of items 5, 6 and 9 to the Board for approval. Action items 5, 6 and 9 will be
reintroduced at the September meeting.

VIIl. OTHER BUSINESS/EMERGING ISSUES
1. Guidelines for Federal CSO Appropriations
2. WSSC Biosolids Management Feasibility Study
Both topics were deferred until the September Committee meeting. Mr. Bardin asked

that the materials related to both items be provided to the Finance and Budget
Committee.

IX.  ADJOURNMENT
Mr. Hoyt adjourned the Committee at 11:45 a.m.

Follow-up ltems

1. Update the nitrogen load graphs provided in the Wastewater Treatment monthly
report

2. Provide an updated Permits/Easements Status Report, including anticipated
dates, during the August recess

3. Provide information on the cost/payment for the DMPED approved Clean Rivers
easements

4. Provide a list of DC Clean Rivers Project Review Board members.

5. Determine whether there are legal limitations on contractors managing other
contractors.

6. Provide information on the emerging issues topics to the Finance and Budget
Committee

18



District of Columbia
Water and Sewer Authority

Board of Directors

168th Meetiong of DC Water Board of Directors- V. Committee Reports
Water Quality and Water Services

adcé

Water iS life Thursday, July 21, 2011

DC Water 11:30 a.m.
MEETING MINUTES

Committee Members Present DC WATER Staff Participating

Dr. Joseph Cotruvo, Vice Chair Leonard Benson, Chief Engineer/Acting
Howard Gibbs General Manager

Alexis Roberson Charles Sweeney, Director of Utility Services
Brenda Richardson Randy Hayman, General Counsel

Linda R. Manley, Board Secretary

Board Members Present
David J. Bardin
Alan Roth (by phone)

. CALL TO ORDER

Vice Chair Dr. Joseph Cotruvo called the meeting to order at 11:50 a.m.

I. WATER QUALITY MONITORING

1. Total Coliform Testing

Ms. Maureen Schmelling of the Water Quality Office reported that there had been two
positive coliform samples taken in June, and one positive sample taken so far in July.

2. Lead and Copper Rule Monitoring

Ms. Schmelling reported that the first semester LCR compliance sampling had been
completed for the period of January through June. The oo™ percentile value for the first
draw samples was 5 ppb, compared to the regulatory Action Level of 15 ppb. She also
noted that the 90™ percentile value for second draw samples was 7 ppb. (The second draw
samples are not a regulatory requirement.) Dr. Cotruvo noted that the EPA is considering
revising the compliance sampling protocols under its current LCR review, and encouraged
staff to submit to this EPA review process comments on DC Water's experience including
in using the second draw sample as a routine monitoring protocol.

lll. FIRE HYDRANT PROGRAM

Mr. David Wall of the Department of Water Services gave the monthly update on hydrant
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status, including statistical fact sheet and map of out-of-service (OOS) hydrants. Mr. Wall
reported that as of July 1 there were 56 OOS hydrants that were mechanically defective
(i.e. not including those designated as OOS because of access issues). This amounts to
0.61% of total hydrants, compared with the target of 1%.

There was an extended discussion on the problem of unauthorized hydrant openings,
particularly during the summer, which was reported by several Committee members to be a
serious problem. Mr. Sweeney noted that it is no longer the policy of DC Water and of the
Fire Department to open hydrants with sprinklers as informal cooling stations, although DC
Water does provide some “misting tents” for cooling. Dr. Cotruvo commented that it
sounded to him that there was a significant issue with the current situation in which there
are extensive uncontrolled openings, and he and Ms Richardson suggested that DC Water
should explore options with the City for re-establishing some program to hydrant cooling on
a controlled basis so that there would be less water loss. Committee person Roberson
noted from her prior experience as Head of the Department of Recreation that there had
been significant problems with the previous hydrant cooling program that had been
operated jointly by the Recreation Dept. and Fire Dept. Committee members also
commented that under the current situation the Fire Dept should have principal
responsibility for responding to reports of unauthorized flowing hydrants, although it was
acceptable for DC Water to respond to Fire Dept requests for assistance.

V. PRIVATE HYDRANT LEGISLATION UPDATE

Mr. Wall responded to a prior meeting request on the Private Hydrant legislation. The

legislation had passed the City Council last January. It had been reviewed by Congress

and been enacted into law effective March 31, 2011.
“To prohibit the Mayor and other District officials from approving permits and plans
which include private fire hydrants unless information is provided stating who is
responsible for the repair, maintenance and replacement of the hydrants and the
information is recorded with the Recorder of Deeds; requires owners of private hydrants
to effect repairs within 180 days; allows WASA to repair private hydrants and charge up
to twice the cost of repair and to place a lien on any property of the owner within the
District; and allows the owner of a private hydrant to cede the hydrant to the District if
the hydrant can be accessed by a public road.”)

The remaining question is what is the status of implementation?

V. WATER DISTRIBUTION CONTAMINATION ASSESSMENT

Ms. Schmelling gave a briefing on the Office of Water Quality’s capabilities for water
contamination event monitoring with the use of a handout presentation. The briefing
covered daily field sample collection, fixed location on-line monitoring stations, and
emergency response equipment. The on-line monitors consist of three systems:

¢ Five basic chemical monitors placed throughout the system at water pumping

stations and at Blue Plains WWTP,
¢ Two more advanced chemical monitoring stations, and
e One biological fish monitor.
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Dr. Cotruvo expressed satisfaction with the briefing, and commented that as designed the
monitoring is primarily useful for providing basic operating information on residual
disinfectants, conductivity, turbidity etc. for distribution system management, but not as a
real time detector for contamination events. Although the number of real time sites could be
increased, it is probably not feasible to develop a system for actual toxicant identification.
He requested followup discussion at a future meeting on related subjects which could be
done in closed session if appropriate:

e Further discussion regarding on-line monitors, including the practical feasibility of
their being used for detection of intentional contamination for protection of the
customers.

e A review of the Vulnerability Assessment and Emergency Response Planning that
was done in 2002/2003, and the status of DCWater’s corrective action responses.

VI. REGIONAL WATER SUPPLY PLANNING

Mr. Thomas Jacobus, the General Manager of the Washington Aqueduct, presented a very
informative introductory briefing in response to the Committee’s interest in understanding
the relationships between water availability and management of unaccounted for water
losses during distribution. His presentation reviewed the planning and coordination
relationships among the three principal water suppliers in the region (the Washington
Aqueduct, the Washington Suburban Sanitary Commission, and Fairfax Water). He
discussed the CoOp collaboration arrangements that are staff supported by the Interstate
Commission on the Potomac River Basin (ICPRB), including drought and emergency
incident coordination, and the several sources of water availability future projections from
the Corps, COG and ICPRB. He indicated that current supply planning indicates that water
supplies should be adequate through 2040, and he discussed other regional options that
have been and are being considered (e.g., utility interconnections, off-line quarry
reservoirs, and estuary treatment options). One estimate of the unreimbursed cost to DC
Water of unaccounted for water is in the 7 to 8 million dollar annual range, apart from costs
due to emergency repairs of breaks from decaying infrastructure. The Committee will
continue follow-up on the water availability and loss issues, and means to make more
efficient use of available water by reducing losses.

VIl.  ACTION ITEMS — NON-JOINT USE

1. The Committee recommended for full Board approval the funding of the fourth option
year of a contract with Rodgers Brothers Custodial Services for sand, gravel, stone,
topsoil and concrete.

VIIl. EMERGING ISSUES / FUTURE AGENDA ITEMS

Several topics were identified for future meetings including:
- A briefing on the issues of water loss (leakage) and unaccounted for and
unmetered water (requested by Mr. Bardin.)
- Permit operations and system as-built records (requested by Mr. Gibbs).
- Vulnerability Assessment / Emergency Response Plan (developed pursuant to the
2002 Bioterrorism Act) and current status (requested by Dr. Cotruvo).
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IX. ADJOURNMENT

The meeting adjourned at 1:25 pm.
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DISTRICT OF COLUMBIA

WATER AND SEWER AUTHORITY
BOARD OF DIRECTORS

e il [ DC Water Retail Water and Sewer Rates Committee
Water 1S - Tuesday July 26, 2011
9:30 A.M.

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
Brenda Richardson Linda Manley, Board Secretary
Joseph Cotruvo Yvette Downs, Director of Finance and Budget

Others In Attendance
Jon Davis, Raftelis Financial Consulting Inc.

Call to Order and Agenda Adjustment

Chairman Bardin called the Retail Rates Committee meeting to order at 9:32 am.

He adjusted the agenda and began with item 6 to allow the General Counsel and General
Manager time to address a pressing matter unrelated to the Committee. Mr. Bardin noted that

the full agenda and its Attachments (A — I) are on the DC Water website for public review. See
http://www.dcwater.com/news/publications/DCRWSR%20Committee%20Material%2007-26-11.pdf

Update on DC Water Customer Class Segmentation Review (Attachment G — 27 slides)

Mr. Adebo introduced Mrs. Yvette Downs and Jon Davis, Raftelis Financial Consulting Inc.
(RFC), to the Committee. Ms. Downs updated the Committee on the yearlong discussions on
retail rates, goals and priorities of DC Water including the revised rate setting policy approved
in January 2011. In 2009, RFC performed a Cost of Service study which resulted in several
recommendations, one of which was to determine if additional customer classes should be
defined for the purpose of cost allocation and rate setting. Currently, DC Water has two
customer classes: Residential and Non-Residential.

Studies of possible segmentation of the Non-residential customer class are more advanced as
to water customer matters than studies as to sewer customer matters.

Water Customer Segmentation
Ms. Downs noted that the water industry uses Customer Class Segmentation to classify

customers further, typically on the basis of general service characteristics and demand
patterns. Most water utilities have three principal classes of customers: Residential;
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Commercial; and Industrial. Demand patterns of various customers differ depending on their
peak use characteristics — e.g. peak-day and peak-hour. Typically, classes or sub-groups with
higher peaking are allocated costs based on system peaking costs, primarily driven by
electricity and system capacity costs.

Mr. Davis outlined promising work to date on peaking factors of some sub-groups and how
data being assembled and analyzed may justify rate differences — if the Board deems such
differences to be good policy. He explained RFC’'s study methodology and preliminary
findings. DC Water’s Customer Information System (CIS) already identifies some customer
sub-groups within the two defined customer classes, Residential and Non-residential. Some
examples include: Commercial, Multi-Family, and Federal. RFC reviewed 12 months of CIS
data, covering May 2010 to April 2011, to determine if there were any peaking differences
among eight customer sub-groups studied. RFC’s Consumption Analysis showed each sub-
group’s average monthly usage, its monthly usage as a percentage of total usage, and its
maximum monthly usage, maximum peaking factor and most frequent peak month. A sub-
category’s “peaking factor” is its peak month usage divided by its average month usage.

Based on the data, Federal customers had the highest peaking factor and Multi-Family
customers had the lowest peaking factor. (Attachment G, slide 7, table) Dr. Cotruvo
requested an added column showing lowest month average. Mr. Bardin suggested renaming
the first column Customer “Category” instead of “Class” and adding a footnote explaining the
Exempt sub-group category. (This table as revised is shown here below).

Average Monthly Usage (kgals) Max Month Max Month Min Month

Peaking
Usage Usage
(kgals) Month Factor (kgals)

Commercial 675,409 34.15% 102 922,739 July 1.37 504,539 Feb.

Customer
Category

Per Category| % of Total | Per Account Month

Residential 567,402 28.69% 7 711,140 | July 1.25 472,563 | Feb.
Multi-Family 513,168 25.95% 91 576,451 | July 1.12 454,149 | Feb.
Federal 90,992 4.60% 144,365 | Aug. 1.59 64,753 Feb.
Municipal 62,252 3.15% 77,321 July 1.24 48,212 Feb.

Housing 52,808 2.67% 61,424 July 1.16 45,636 Nov.

Exempt* 15,059 0.76% 20,605 Aug. 1.37 8,480 May

DC Water 682 0.03% 1,718 June 2.52 297 Feb.

* Exempt refers to those accounts which are not billed for water usage by DC Water.
Month-by-month usage for each sub-group was graphed in Slide 8 of Attachment G.

Mr. Davis said next steps are to: review two prior years of data to confirm stability of the usage
patterns; dig into the data to analyze whether potentially significant subdivisions could be
established; explore water implementation considerations for segmentation options.

Mr. Adebo expects that RFC will have meaningful factual results in time for the Committee’s
September meeting. Management expects to present policy options and recommendations at
the April 2012 Committee meeting. If there are recommendations for Board action at that time,
staff will put forward a proposed implementation program for FY2013 and/or later.

Sewer Customer Segmentation
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Mr. Davis summarized the Sewer Customer Segmentation. Typically this is based on
discharge strength characteristics: Monitored and Non-Monitored. Mr. Davis briefly discussed
the Standard Industrial Classification (SIC) Codes (Slide 17), Biological Oxygen Demand
(BOD) Discharges (Slide 19), and Utility Customer Segmentation Examples (Slide 22). Data
provided were generic, not specific to DC Water and its customers. Additional testing will be
required to determine potential customer impacts and costs, with no timetable yet set.

Monthly Updates (Attachments A — 2 pages —and B — 13 slides)

The General Counsel, Mr. Hayman, provided Monthly Updates on Howard University and
Soldiers’ Home Delinquent Accounts. Mr. Bardin asked the General Counsel to add specific
target dates to the items listed in future reports. Chairman Bardin also requested staff to
ensure the monthly update is provided to the Committee in August although there is no
Committee meeting that month.

Mr. Hawkins recommended the Town of Vienna Potomac Interceptor (Pl) User Cost
Settlement (Attachment B — slide 12). Discussion clarified that Vienna's $250,000 net
settlement payment would be for past periods, ending in 2007, and that current bills and
payments are not in controversy. Mr. Hawkins acknowledged the General Counsel and the
Chief Financial Officer's office for their diligent and hard work on the settlement. The
Committee concurred with the settlement proposal and the General Manager's plan to share it
as information with the Board prior to execution.

Chairman Bardin asked the General Counsel and Mr. Hawkins to weigh whether the wholesale
business arrangement with Vienna could and should be changed to eliminate the three-year
lag and follow the IMA model instead, as had been done earlier with Loudoun County. He also
asked for analogous reexamination of contracts with three small Pl retail customers (Dulles
Airport, Navy R&D, and National Park Service) to eliminate the three-year lag.

Discussion of Low-Impact Development (LID) (Attachment C — OGC memos of July 14
and January 25, 2011; D.C. Law 17-370)

This agenda item and the next item involved discussion as to (1) statutory provisions for
incentives to reduce impervious surface areas and (2) policy goals to reduce surface runoff.

Mr. Hayman explained the Office of General Counsel’s interpretation of the existing incentives
law:
¢ The law does not require incentives to take the form of percentage discounts.
eThe law does not forbid DC Water incentive programs that deviate from District
Department of the Environment (DDOE) incentive programs under the same law.

Chairman Bardin asked Mr. Hayman to respond to additional legal questions in a one-page
memorandum dated July 25, 2011, which he distributed. Mr. Hayman agreed to provide
written answers within three weeks. OGC answers, and such additional legal analysis as Mr.
Hayman deems appropriate, will accompany the August monthly update report for the
Committee which will be made available to all Board members by Ms. Manley.

Mr. Bardin said the law calls for incentives to reduce impervious surface area and does not
3
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refer to reducing surface runoff, by means of best management practices or otherwise. Some
practices reduce both impervious area and surface runoff. But he questioned whether rain
barrels or cisterns reduce impervious area.

Mr. Gibbs said that he could not offer legal interpretation, but believed reducing stormwater
runoff should become the practical goal.

Ms. Richardson asked if it's possible for DC Water and DDOE to provide rain barrels for Ward
8 to reduce the stormwater flow on public lands managed by a Garden Club. General
Manager Hawkins stated that DDOE has a program for that and he will review that possibility
with them.

Dr. Cotruvo noted that the law’s provision for incentive programs that reduce surface areas
that are impervious focuses on small entities in contrast to streets and sidewalks that account
for a quarter or more of the total impervious surface area. He felt that tracking, verifying and
managing incentives for actions by small properties would be very infeasibile and costly and
also of very limited effect. Incentives for large entities would be more practical and much more
appropriate.

Mr. Bardin questioned effectiveness of a rate discount such as DDOE had designed and staff
had proposed that DC Water also implement. He pointed to staff's example of discounting a
20 ERU property (20,000 square feet of impervious surface) by 5.2 ERU resulting in a monthly
discount of $13.88. See Attachment E, slide 9. If our goal is to modify behavior, could an
incentive program designed “out of the box” do better than discounts to encourage measures
such as installation of large cisterns to harvest rainwater and possibly reuse gray water,
thereby reducing flows to the sewers and Blue Plains as well as purchases from the
Washington Aqueduct. Mr. Hawkins had said that it would take very large scale cistern
installations to offer a credible substitute for LTCP Potomac tunnel capacity. If that is our
policy goal, Mr. Bardin asked whether convincing District Government (DDOT) to make space
readily available for large cisterns under streets and sidewalks would be a better incentive than
discounts discussed to date.

Mr. Bardin also raised the question whether DC Water incentive programs should deviate from
DDOE's to take account of differences in their missions and mandates.

Update on Clean Rivers IAC (Impervious Area Charges)

Status Update on IAC Incentive Program (Attachment E — 11 slides)

Mr. Adebo focused Committee attention on Slide 10, “DC Water Policy Decisions” calling for
three Board determinations:
e Whether to implement a credit/incentive program (and if so to what extent based on
Board policy resolution and/or DC Law);
e Funding level for any program; and
¢ Implementation date and whether prospective only or retroactive also.

Dr. Cotruvo cautioned of a danger of adverse revenue impacts, because reducing IACs to
some customers would have to be fully offset by greater revenues from others to avoid
impairing recovery of DC Water's Long Term Control Plan costs. That would require very tight

4
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management and could be imperiled by retroactivity.
Ms. Richardson asked Mr. Adebo to clarify slide 6 “Program Proposed Policies” bullet two:

¢ Incentives would be initially provided to Non-Residential customers only
- Residential customers would be phased in after the first year

Mr. Adebo noted that it was a matter of scale for DDOE. The majority of the impervious area is
non-residential, yet the number of customers for DDOE to initially review and approve is much
lower if they focus on the non-residential customers only.

Mr. Bardin said no effort has been made toward giving the low income customers incentives to
reduce impervious surface area, which the law requires of DC Water but not of DDOE. He
said the Committee should address that mandate before recommending DC Water incentives
for Non-Residential customers. Mr. Adebo responded if it's the Boards’ decision, staff will be
willing to look into incentive programs and move in that direction regarding residential
customers. Mr. Hawkins noted the issue raised by the last phrase of the mandate to DC
Water: “The Authority shall offer financial assistance programs to mitigate the impact of any
increases in retail water and sewer rates on low income residents of the District including a
low-impact design incentive program.” [ltalics added.]

Committee members discussed with Mr. Hawkins, Mr. Adebo, and Mr. Hayman what should be
DC Water’s policy objectives.

Responding to Chairman Bardin, General Manager Hawkins agreed to take a fresh,
comprehensive look at the issues and options. He suggested results of his examination could
be ready in time for the Committee’s October meeting.

Preliminary Update on Clean Rivers IAC Customer Complaints (Attachment F — 2 pages)

Eric Hunt, Impervious Area Billing Supervisor, updated the committee on Clean Rivers IAC
Utility Contact calls and appeals, as requested by the Committee at its last meeting. He noted
that DC Water has not seen many hearings on appeals as most issues have been resolved by
property visits through the first step of the existing procedures which identify protocols for
review by staff. Clean Rivers IACs issues account for about 1.3 percent of DC Water's
customer contacts. Between May 2009 and June 2011 four impervious area surface disputes
were resolved by formal hearings. Responding to Mr. Bardin’s question, Donna Lewis,
Manager Customer Services, said this was a small fraction of other sorts of formal hearings.

Retail Rates Committee Workplan (Attachment H)

The Committee requested that workplan item 2 (Implement LID Incentive Program) be updated
to reflect Committee’s requests and commitments of General Counsel and General Manager:
e Further legal evaluation of the D.C. Law on incentives by OGC in August; and
e Fresh and comprehensive look by General Manager at all LID incentives issues and
options, whether by IAC discounts or otherwise, reported to Committee in time for its
October meeting, including LID incentives for low Income residents.

Action Items (Attachment D — 1 page)
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At management’s request, Chairman Bardin deferred Committee consideration of the
remaining the FY 2012 Rate & Fee Changes (Attachment D) for the September 2011 meeting.

Emerqging Issues / Other Business

No discussion.

Agenda for Next Committee Meeting (Attachment 1)

Chairman Bardin approved the pro forma agenda for the September 27" meeting.

Adjournment

Hearing no further business, Chairman Bardin adjourned the meeting at 12:06 pm.

FOLLOW-UP ITEMS — Retail Rates Committee Meeting (September 27, 2011)

1.

Provide specific target dates to items in the General Counsel’s monthly updates report
and ensure it is provided in the month of August. (Mr. Bardin)

Provide additional General Counsel opinion as to low-impact design / development
(LID) incentives law, including answers to questions in July 25, 2011, memo. (Mr.
Bardin) Status: August for distribution by Ms. Manley

Provide General Manager’s fresh and comprehensive look at issues and options for LID
incentives. (Mr. Bardin) Status: October Committee meeting

Revise the Committee work plan as noted. (Chairman Bardin) Status: September, 2011
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

Review 4 small Potomac Interceptor contracts to see if there are opportunities to modify
contracts to eliminate the three-year lag, similar to the IMA (Mr. Bardin) Status: TBD
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DC WATER AND SEWER AUTHORITY
BOARD OF DIRECTORS
AUDIT COMMITTEE

water is life Thursday, July 28 , 2011

Meeting Minutes

Committee Members DC Water Staff
Timothy Firestine, Chairman Christopher Carew, Chief of Staff
David J. Bardin Linda R. Manley, Secretary to the Board

Randy Hayman, General Counsel
Other Board Member
Dr. Joseph Cotruvo

Internal Auditor
Joseph Freiburger, SC&H Group, LLC

Call to Order (Iltem 1)

The Audit Committee meeting began at 9:35 a.m. The meeting was called to
order by Mr. Firestine. Mr. Firestine then turned the meeting over to Mr. Joe
Freiburger.

Summary of Internal Audit Activity — Internal Audit Status (ltem 2)

Mr. Freiburger walked through the Internal Audit Update document and provided
explanations for the stage of all active audits, analysis of key milestone dates,
status of 2011 budgeted hours, and the status of the 2011 audit plan as a whole.

Mr. Freiburger expressed that since the last meeting, four final internal audit
reports have been issued as final; Permit Operations audit, Fleet Management
audit, AMR & Customer Billing audit, and IT Disaster Recovery and Business
Continuity plans audit.

At the moment, three audits are ongoing; P-card audit, HR audit, and the Grant
operations audit. The P-card audit is in the draft reporting stage, and the HR and
Grant operations audits are in the fieldwork stage. The P-card and HR audits
were added to the 2011 Audit Plan to replace the Warehouse & Inventory audit
and the Fixed Asset audit. Audits still to be completed by September 30, 2011,
are the IT — Vendor and Contractor Management audit, Engineering — Contractor
Management audit, and the IT — Operating & Business Applications audit. The IT
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Audit Committee Meeting Minutes

May 26, 2011

Page 2 of 3

— Vendor and Contractor Management audit is about to get started. The scope of
the Engineering — Contractor Management audit needs to be revised to take into
account the current study of the capital improvement program projects.

Internal Audit is expecting to complete the audits on the 2011 Audit Plan, but
may need to carryover some hours to the 2012 Audit Plan which is about to be
developed. Mr. Freiburger then asked if anyone had any questions relative to the
four projects which were finalized this period.

As general comments related to internal audit operations, the committee
members stated that all internal audit reports should be published on the DC
Water website. The members also stated that Mr. Carew should review all
management action plans prior to finalizing the audit reports. Furthermore, the
committee members stated that since DC Water has a high percentage of
unaccounted for water, which is considered a high cost item for DC Water; water
leakage management should be added to the Internal Audit Plan annually.

With regard to the Permit Operations audit, the committee members focused on
the customer satisfaction aspect of the operations and mentioned that, in the
past, permit customers have been highly dissatisfied with the permitting process
at DC Water. The committee members would therefore like to see a new
customer satisfaction survey done in the near future by DC Water’s
management. Mr. Carew explained that since the DC Water permit operations
department is about to move into a central operations office in DC, and that since
organizational changes currently are taking place within the permit operations
department, a customer survey would not be conducted before these
organizational changes are fully implemented. The committee members
reiterated that customer satisfaction has great importance and therefore should
be the overall objective of the DC Water permit operations. The members also
stated that permit operation audits need to be conducted on a continuous basis
by Internal Audit.

The committee members were not satisfied with management’s action plans
related to the Fleet Management audit and stated that these management action
plans should be revised by fleet management with Mr. Carew and an IT
representative involved in this process.

The committee members asked Internal Audit to follow up on the AMR &
Customer Billing observations to see if management’s action plans have been
implemented. The committee members also asked Mr. Carew to look into
whether or not the AMR system has provided cost saving at DC Water compared
to the prior manual-meter-read system.
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Mr. Freiburger then addressed the follow-up process relative to the status of prior
internal audit comments. There were a total of 44 open audit comments. Twenty
audit issues were categorized as having action plans that were not yet
implemented, yet their designated due date had passed. Discussion ensued
relative to each “past due” item and Mr. Carew provided the committee members
with commentary regarding management’s actions to-date.

Executive Session (Item 3)

At 11:08, the meeting was called into executive session.

The meeting reconvened into public session at 11:13 a.m.

Adjournment (Iltem 4)

Chairman Firestine adjourned the meeting at 11:14 a.m.
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DISTRICT OF COLUMBIA

WATER AND SEWER AUTHORITY
Board of Directors

. Meeting of the Finance and Budget Committee
water 1s life

Thursday, July 28, 2011

11:25 a.m.

MEETING MINUTES

Committee Members in Attendance DC WATER STAFF
Timothy L. Firestine, Committee Chairperson George Hawkins, General Manager
David J. Bardin Randy Hayman, General Counsel
Alethia N. Nancoo Olu Adebo, Chief Financial Officer

Yvette Downs, Finance & Budget Director
Linda R. Manley, Secretary to the Board
Other Board Member in Attendance
Joseph Cotruvo, District of Columbia

Call to Order
Committee Chairperson, Mr. Timothy L. Firestine, called the meeting to order at 11:25 am after
which he called for the presentation of the first item on the agenda.

June 2011 Financial Report - Operating Revenue and Expenditures

Chief Financial Officer, Mr. Olu Adebo provided a brief summary of the June Financial Report.
This was followed by a more detailed update from the Director of Finance and Budget, Ms.
Yvette Downs. Mr. Adebo reported that with 75% of the fiscal year completed operating
revenues, expenditures and capital disbursements were on track with budgetary expectations.
Revenues, expenditures, and capital disbursements were at $283.9M or 71%, $277.1M or 69%,
and $203.5M or 63% of the revised budgets, respectively. The 120 days operating reserve
averaged $140.3M or $14.8M above the $125.5M operating reserve target. He added that the
projections for capital disbursements would be revised and presented to the Committee next
month.

Ms. Downs reported that revenues were on track and at 95% of straight-lined expectations.
Major variances continue in the ‘Other Revenues’ category as the Rate Stabilization Fund
transfer and IMA indirect cost reimbursement for capital projects are anticipated within the next
30 — 60 days. DC Housing Authority (DCHA) receipts are lower than anticipated and based on
discussions with DCHA representatives on-going renovations, and reduced tenancies are mainly
responsible for the lower consumption (write-up on the issue was included within the Committee
package). Also, impervious area ERU’s are less than anticipated in the Revised FY 2011
budget. Mr. Bardin asked why the financial report identified 76 DCHA properties with 1,241
meters. Ms. Downs explained that a single facility managed by DCHA can have multiple meters
for multiple buildings or uses. Ms. Nancoo added that the addition of recreation facilities to some
of these properties increases the number of meters. Mr. Bardin also noted that page 3 of the
report indicates that metering fees would be slightly under budget and that the related table
shows 10% under budget. Mr. Adebo explained that because 11 months of receipts are received
as opposed to 12 months the projection would be about 10% under budget. On Developer Fees,
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Mr. Bardin noted that although the report stated that year-to-date receipts are $4.2M, the
projections are for $3.0M. Ms. Downs responded that all projections would be updated in the
next report.

Operating Expenditures are at 92% of the straight-lined budget. Mr. Firestine observed that
actual spending in contractual services was 60% of budget at the end of June, the report states
that spending in some major contractual services is lagging yet the year-end projection is 94%.
He wanted to know how the projected target of 94% would be met and which areas showed
under spending. He also noted that at this time last fiscal year actual spending was at 61% and
wanted to know the fiscal year 2010 actuals. Mr. Adebo responded saying that the 94% was
determined using existing commitments, purchase orders, and the fact that some contracts are
executed by late fourth quarter, as the basis for the projection. Mr. Firestine was later informed
that FY 2010 contractual services ended at 90% of the budget.

Capital spending was at $203.5M of the anticipated $237.7M disbursement. She noted that
expenditures for the month of June were much higher than previous months and that this pattern
is expected to continue through the end of the fiscal year. Mr. Firestine observed that the
original budget for Wastewater Treatment was $133M, while the revised projection is $126M,
and actual spending as at June is $77M. Chairman Firestine asked if it is practically possible to
meet the projected target. Ms. Downs replied in the affirmative citing anticipated increased
spending on the Blue Plains tunnel project which impacts both the Wastewater Treatment area
(ENRF) and the Clean Rivers Project.

Continuing with her report on cash and investments, Ms. Downs reported that Operating
Reserves were at $128.3M and Rate Stabilization Fund was at $16.7M; a total of $145M in
operating cash; the total of all funds invested and available as at June was $438.7M. The
Committee was also informed that the current contract for Financial Advisory Services would
expire on November 19, 2011, and a RFP has already been issued. Staff will make a
recommendation to the Finance and Budget Committee at their meeting in October. Mr. Adebo
and Ms. Downs also gave updates on electricity costs and reiterated the fact that that for the
most part management of this cost is being done in-house.

Mr. Bardin observed that delinquent accounts receivable greater than 90 days for Retalil
Customers increased in dollars and the number of accounts for the month of June. He
encouraged staff to closely monitor this area. He also inquired if receipts included funds from
Howard University. Mr. Adebo responded that the revenues include the water bills that Howard
University has begun to pay (under protest) and that the billing for sewer services will begin in
October 2011. Mr. Bardin also encouraged staff to accelerate the billing for the sewer portion.
General Manager Hawkins responded that the recommendation will be taken under advisement.

Investment Report and Market Qutlook

Mr. Adebo informed the Committee that the Treasury and Debt Manager, Mr. Robert Hunt and
two representatives from DC Water's financial advisers, Public Financial Management (PFM)
Asset Management LLC Dan Hartman and Nelson Bush would present the investment report
and market outlook. The financial advisers presented the potential impact that United States
government treasury debt repayment default could have on DC Water's investment portfolio,
debt issuance and bond rating. The Committee had discussions with the staff and our financial
advisors, Mr. Daniel Hartman and Mr. Nelson Bush, regarding the impact of the current financial
crisis facing the federal government. The consultants advised the Committee that, DC Water’'s
investment portfolio is governed by the Board adopted Investment Policy and all investments
have been made in accordance with the Policy. As of June 58% ($253M) is invested in U.S.
Federal Agency Notes (Fannie Mae, Freddie Mac, and FHLB) and no Treasury notes. The
Policy requires these Notes to be rated AAA on the date of purchase. As these notes mature,
and if Agency Notes are downgraded, the Authority will be faced with limited authorized options

Page 2 of 4
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to invest in. These funds may be held in cash/bank deposits or the Authority may invest in
Treasury notes. Currently, the Investment Policy does not require U.S. Treasuries to be rated as
AAA. The only requirement is that they are backed by the full faith and credit of the U.S.
Government. The Committee was also advised about the impact on our bank deposits.
Currently, our policy requires that all bank deposits be collateralized at 102% of market value
plus interest. The collateral is defined as U.S. Treasuries or Federal Agency Notes (rated AAA).
Therefore, If there is a downgrade to the U.S. Government credit, Federal Agency Notes would
not qualify as collateral. We have notified our banks that if this occurs only U.S. Treasuries would
qualify as collateral — which they have agreed to.

Staff and consultant also discussed impact of a downgrade and or default on DC Water's
outstanding debt and credit. In the near term, DC Water's fixed rate debt portfolio of
approximately $1.2B will be unaffected by the current crisis. We expect the subsidy payment on
the $300M of taxable Build America Bonds to be paid in late September ($2.8M). Also, DC
Water’s outstanding variable rate debt — short-term commercial paper in the amount of $29.2M
will not mature until late September and we expect no impact in the near term. DC Water’s next
bond issuance is projected to occur in June 2012. In the event of a downgrade to U.S.
Government there may be an effect on DC Water’s credit rating and cost of capital based on the
importance of federal employment to the local economy, IMA payments (States of Maryland and
Virginia currently on Credit Watch), federal grant payments and federal water and sewer
payments.

FY 2013 Proposed Budget Update

General Manager Hawkins informed the Committee that the FY 2012 Revised Budget
assessment was completed prior to analysis of the FY 2013 budget requests from departments.
He highlighted that this approach was new and provides for a comprehensive analysis of the FY
2013 Proposed Budget inputs. Mr. Hawkins indicated that staff had been working since May on
the FY 2013 budgets and that he plans to submit the FY 2013 Proposed Budget to the board in
October FY 2012.

Executive Session

Ms. Alethia N. Nancoo and Mr. Firestine moved and seconded respectively, a motion that the
Committee recess into executive session to consider legal matters; the Committee members
voted in favor.

Action Item
At the conclusion of the Executive Session, the Committee reconvened and recommended
approval of the Beveridge & Diamond, P.C. legal services contract.

Agenda for August 28, 2011 Committee Meeting
The Committee reviewed and approved the draft agenda.

Adjournment
Mr. Firestine thanked the staff members for an excellent job, and the meeting was adjourned at

1:18 pm.
FOLLOW-UP ITEMS - Finance & Budget Committee (Meeting held July 28, 2011)

1. In the operating expenditures report show PILOT and ROW on two separate lines.
(Mr. Bardin) status: TBD

2. Include a brief report in the narrative section showing month-by-month budget,
spending, and variance on the LTCP (Clean Rivers Project). (Ms. Nancoo & Mr.
Bardin) Status: TBD
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3. He wanted to know if DC Water was getting a grant from VA / HUD as stated on the
table on page 24 of the package (Mr. Bardin) status: TBD

Page 4 of 4
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Greetings to the Board — and welcome back after what | hope for many of us was a relaxing
August. | am glad to report that my staff watched the ship here while | hiked the high peaks in
the Adirondacks — both an exhausting and thrilling experience. | am back in the office and up to
full speed and ready for a busy and productive fall.

Earthquake. All of us will likely remember where we were when the great east coast
earthquake hit. We are all grateful that few were seriously injured, and most major buildings
survived unscathed. | had previously provided to the Board a report on our activities to respond
to this incident. The following is the “close out” report from Chief Engineer Len Benson:

Current status of follow-up actions to ensure:
1) The structural integrity of DC Water facilities;
2) Safety as related to potential natural gas entering buildings from broken gas mains or
services; and,
3) Integrity of all elevators in DC Water facilities.

RE: Structural Inspection

The detailed structural inspection of all facilities has been completed as of today. In all cases
the inspection teams reported no damage was found, though in numerous cases minor
architectural damage was noted — nothing that would indicate a safety issue or otherwise would
preclude use of the facilities. All DC Water buildings and facilities are deemed to not have
suffered any structural damage as a result of the earthquake.

This work was accomplished under direction of the DC Water Engineering Dept, by four in-
house engineers and six structural engineers obtained thru existing engineering agreements.

RE: Natural Gas

All buildings/facilities having natural gas services have been examined by DC Water Facilities
Department employees. Steve Caldwell reports that all such structures have been cleared as
having no gas leaks evident.

RE: Elevators

The DC Water Facilities Elevator Service contractor has examined all elevators in DC Water
facilities for earthquake related damage. Steve Caldwell reports that the elevator service
contractor has declared all safe to have in operation, with one exception. The one exception is
the passenger elevator at Bryant Street Water Pumping Station. The elevator has accordingly
been taken out of service and is being repaired.

Formal written inspection records will be forwarded to us next week.

We are now preparing for Hurricane Irene — have a hurricane action plan, incident management
team established, and have prepared our facilities and personnel. | am always worried that we
have missed something — but we feel pretty well prepared.

Budget. We are deep into the process of preparing a proposed budget for fiscal year 2013 —
which begins on October 1, 2012. Obviously, this is a challenge on timing, since we are
budgeting for a time frame that is more than one year away. On the other hand, we have very

I
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good historical information, and because we completed the revision of the 2012 budget in July
rather than the past practice of September — all our work since July has been focused on 2013,
rather than looking at a current year revision and future year at the same time.

We kicked off the budget process in June with a grounds-up effort starting with the initially
approved levels from the 2012 budget as the starting point. We set a ceiling of any increases to
3% from the 2012 proposed budget, which as you know, we reduced when it was finally
approved in July. Not surprisingly, | imagine, management proposed budget needs that far
outstripped the initial target ceilings — by $50 million dollars by one count. In reviewing some of
these requests, | am convinced that none were frivolous and most made sense. | was also
convinced that we had to be much tighter on budgeting and prioritization and those hard
decisions had to be made by the management team before presenting the budget to me for final
decisions to take to the Board.

My response was to call together the Executive Team and ask them to rescrub the budgets
within their control to restrain costs, and to ensure that decisions about funding are made as
close to the level where the work is done as possible. Any requests that seek funding above the
3% cap will be reviewed by the entire Executive Team — so the group can decide how puts and
takes from one budget to another will be proposed and supported. Since returning from the
Adirondacks, | have been in budget meetings almost continuously. | am glad to report that the
management team has made some serious and tough budget decisions, and that we only have
a few “pressures” that are beyond the initial cap.

Of course, after making some decisions about remaining cap issues in the next week or two, the
following step is to present a proposed 2013 budget to the Board. The Board, with various
Committees looking at particular elements of the budget, will have several months to review it in
detail before making any changes and approving a proposed budget to send to the Mayor for
inclusion in the District of Columbia budget package — for review and approval by Congress and
signature by the President. For newer members of the Board, | will provide a summary of the
budget process and timing at the September Board meeting.

Public Affairs. In August, we added the government relations function to our Public Affairs
office and renamed it the Office of External Affairs. Government relations is another platform for
delivering a message to an audience, and there is much opportunity for collaboration among the
staff. Alan Heymann continues to lead the expanded department, and will put his legal
background and familiarity with the Wilson Building to work even more than he has.

August was also the first month for our new Internal Communications Coordinator, Dy Brown.
Dy sits in the Office of the General Manager, but reports to Mr. Heymann. We thought it was
important to have a full-time person dedicated to two-way communication with the workforce. Dy
will work closely with the Chief of Staff, Human Resources, Safety, Facilities and other
departments to meet their communication needs.

The General Manager will testify September 13 at a hearing of the Senate Environment and
Public Works Committee to discuss the digester project.

Wastewater Treatment

There has been an increase in concern related to the presence of endocrine disrupting
compounds in the Potomac River. The Potomac Conservancy hosted a workshop “Disruption:

II
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EXECUTIVE SUMMARY

New Pollutants in the Potomac and Beyond” to better understand the sources, impacts and
possible solutions to the presence of these microconstituents in the Potomac River. Dr. Sudhir
Murthy was invited to present at the workshop. Dr. Murthy provided an update on the science
and technologies associated with the removal of these compounds from wastewater to an
audience of approximately 100 people that included a mix of professionals and the general
public. Excerpt of an email from Mr. Hedrick Belin, President of the Potomac Conservancy to
George Hawkins “/ wanted to send you a quick email to let you know what an outstanding job
Sudhir did at our forum last Friday. We had a number of leading experts presenting on a variety
of topics and Sudhir brought lots of energy, insights, and perspectives to the discussion. DC
Water and your customers are fortunate to have someone of Sudhir's experience and expertise
on the job!” In the past, Dr. Murthy has provided updates to the board on the treatment and
removal of microconstituents and DC Water is continuing its research to better understand
these pollutants.

New Personnel.

In addition to our new Internal Communications Coordinator, DC Water has welcomed a number
of new employees in critical positions. We are excited about these additions to Team Blue and
look forward to working with them!

Jay Juergensen is the new Senior Advisor to the General Manager. With past experience at the
Office of the Deputy Mayor for Planning and Economic Development and the US Navy, Jay will
primarily be evaluating business processes tied to procurement and contracting.

Anthony Mack is the new Mechanical Process Equipment Maintenance Manager. Mr. Mack has
over 30 years of maintenance management experience, with particular focuses on wastewater
and water utilities and asset management.

Steve Rogers is the new Compensation Manager in Human Resources. Mr. Rogers has
worked for over 20 years in human resources, most recently at the L-3 Communications

Corporation. He has experience in compensation, employment law, performance management
and labor relations.

I
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The performance dashboard provides a summary of the FY 2011 financial highlights for the
Authority for use by the Board. Additional information is available in the monthly financial report.
At the end of July, with approximately 83 percent of the fiscal year completed, we are on track
with budgetary expectations. We anticipate completing the fiscal year within 99 percent of
projected revenues and under budget for operating expenses and capital disbursements.

Operating Revenues & Receipts

At the end of July 2011, cash receipts totaled $321.9 million, or 80.6 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 at $16.4 million or 43.8 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 and District governments made
their fourth quarterly payments in July while Wholesale customers made their third quarterly
payment in May 2011. The fourth quarter Wholesale payments are due in August 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 July 2011, operating expenditures (including debt service and the right of way and
PILOT fees) totaled $308.3 million, or 76 percent of the FY 2011 revised budget of $403.4
million. These numbers include estimated incurred but unpaid invoices. As of June 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 July 2011, capital disbursements totaled $25.0 million, with year-to-date
disbursements totaling $228.5 million, or 70 percent of the revised (annual) disbursements
budget. Planned capital disbursements through July 2011 were $264.8 million or 81 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 June 2011, our FY 2011 year-end projection for capital disbursements is
$302.3 million or 93 percent of the FY 2011 revised budget.

Cash Reserves and Investments

At the end of July 2011, our operating reserve balance was $140.5 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 July remained unchanged from the previous month at $16.7
million, while the CSO LTCP appropriations account balance changed from $73.1 million in
June to $61.3 million in July.

As of July 2011, DC Water’s total investment portfolio continues to perform well and is in
compliance with the Authority’s Investment Policy. Returns continue to exceed the established
benchmarks for short term (less than one year) and core (one plus years) funds. Interest
income for July (on cash basis) was $58,837, and the year-to-date income is $818,533 as
compared to the budget of $542,519 for the fiscal year. Additional information on our overall
portfolio performance is provided in the July 2011 Financial Report.

v
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SUMMARY OF FINANCIAL ACTIVITIES FROM THE CFO

U.S. Government Debt Downgrade by Standard & Poor’s (S&P)

Standard & Poor’s (S&P) rating agency recently downgraded the credit rating of the U.S.
Government from AAA to AA+ with a negative outlook. Staff and our financial advisors (PFM)
reviewed with the Committee in July, what the likely affect such a downgrade would have on our
debt, credit and investment portfolio.

With the downgrade in effect, staff has taken steps to assure all investments and deposits are
invested, insured or collateralized in accordance with our current Investment Policy. DC
Water’s credit rating and outstanding debt have been unaffected to date. Staff is working with
consultants on recommendations for possible changes to the current Investment Policy to
provide more flexibility in managing our funds while maintaining our goals of safety, liquidity,
diversity and rate of return. Staff will update and make recommendations to the Committee at
its meeting in September.
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ORGANIZATIONAL PERFORMANCE DASHBOARD (JULY, 2011)

Financial Highlights

Net Operating Cash

Actual 23353
Target 63
($tho)

Operating Cash Balance

Actual 140

Target 125
($ mil)

Operating Revenues

Actual 322
Target 333
($mil)
Delinquent Account Receivables
Actual 2
Target 3

(%)

Operating Expenses

Actual 308
Target 336
($mil)
Core Investments Yield
Actual 0.9
Target 0.46

(%)

Capital Disbursements

Actual 229
Target 265
($mil)
Short Term Investment Yield
Actual  0.42
Target 0.02

(%)

Consumer Services Highlights

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

76

(%)

Command Center Performance

Jul
J 92
85

(% of calls rec)

Fire Hydrant Inspection

1426

(count)

First Call Resolution

J Jul
75 (% of calls rec)

Fire Hydrants Repaired

1097

(count)

Emergency Response Time

Jul
J 97
20

(% of calls rec)

Fire Hydrants Replaced

Jul
J 25
21

(count)

Low Income Assistance Program

Splash Contributions

Actual 83

Target 68
($tho)

Customer Assistance Program

Actual 1115

Target 832
($tho)

Operational Highlights

Lead Concentration
50 (ppb)

25 = 75
7 N

Plant Influent Flow
500 (gal mil)

250 : 750

Non-Revenue Water

Ssold 9
Purchased 13

(CCF mil)

Open Positions

Open 54
Filled 15

(count)

Total Coliform Rule

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

20768

(MWh)

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

v

(count)

Total Nitrogen
6 (Ibs/yr mil )

2 . y 8
0! \

Water Valve Leaks

1

(count)
Dry Weather CSO
(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)

S 0%
g WS ®8.4% "
= 0% © (33%)
> (10%)
& 40
o _ 399 322 A 208
o -
= %0 ] 2 228
Z 20+
= i
3 100 |
E
<
0
Revenues Expenditures Capital Disbursements

Year to Date Analysis

FY-2010 Ratio (%) M FY-2011 Ratio (%)

83.3%

80.7%

T 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 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)

25000 -
23,353
21,747 /A /A
20,000 —{| 18,089 // \\ /
16,620 18,07L-A s \ /
16324 A =7 N s & A //
15000 / 15,526 /K AN 771 K N
7N , N Z \
/ N / \ e 12,658 10,695
& _ 8976\ / N/
§ % 10000 7.348/ \\ // 8270 0300 X o
g § 7348 7256 K : 5976
c —
< =] 5,000 2,545 l i
JW B B e _ 8. 8. _ 88 _
3 6 18 24 45 51 63
(5,000)
(10,0000 (9, (8.771) (9,
T T T T T T T T T T T T
Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul

Net cash to date for July was above budget by $23 Million
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FINANCIAL HIGHLIGHTS

REVENUES AND OPERATING EXPENSES

OPERATING REVIENUIES OPERATING EXPENSES
Monthly & Cumulative Revenue compared to YTD Budget Monthly & Cumulative Expenditure compared to YTD Budget
B Actua Monthly Revenue B Actua Monthly Expenses
T VAT e N R e B ik % YTD Cumulative Expenditure FY-2011
O YTD Cumulative Budget FY-2011 -O YTD Cumulative Budget FY-2011
350 —f 350 —
3326 2 336.3/0
L A3219
300 2003 @/ 300 | %25 0 //A3°8~3
L AK2839 T Ko
266.1 3’56/4_9 zsa.g/o /X
250 7 . 250 o
2 228,07 % 253,0° K236
2 ’/’2221.3 = N
2 200 1 1906 5~ = 200 0170 4T
= ,//,?189.9 s K797
= 166.3 M169.4 = 16’8, o
£ 150 4 E 150 7 K1494
3 133 <] 1345 O~
g 3 K130.9 IS ,»/‘121.1
< 77 < 100 1009 O/
100 9E£« 9.4 K859
%3 ezsg/
665 ol 2 K%6!
50 Vs s
o= Aug Sep Oct Nov Dec Jn Feb Mar Apr May dn
Aug  Sep Oct Nov Dec  Jan Feb Mar  Apr  May Jun Jul
Revenue to date for July is below budget by $11 Million Expenditure to date for July is below budget by $28 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
cip=
264.8
e
250 — 237.7 T
o~ 2285
084 -7 2035~
G 184.9 et ~
5 -0~ 1733~
= .15 - 1566 ——
S 150 wms T s~ &
§ 1114 - “'01%2////
= - A
< 100 Bl -
/‘o,— 7L4/
559 .- 606 __——
50 ’,,—"058-/9//’/‘
T i
o B & o e e B OB W o B OB
Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul

Disbursements to date for July are below budget by $36 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 "]
1507 § g 544 567 586 57 552 548
= 6-5. g ) L_ 5.3 - g
= AR S ‘rfiki
T =
125 — [a =2 2
)
2 4% —
g 100 —
s 3
£ - 2
2 rsg % 9
E o s\o, e 209 1050 106 1o10 2% 200 20 2086 1o 0106 1 g
50 85
3
=
25 § £
14
(e 0% —
Aug  Sep Oct Nov Dec Jan Feb Mar  Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Ma Apr May Jun Jul
Cash Balance for July is above target by $15 million July Receivables to Revenue Ratio 1.9%, Delinquency $5.5 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)
900
8185
800 —| 7597 ——~
700 — //
7/
—_ 7/
27 otbr
) :
8 - A -
= 4102-— w68 - 0
‘g‘ 400 | e ®/US - Eod
o
£
<

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

Earningsto date for July are above Projected Budget by $367,000
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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 (%)

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

Yield for July was higher than the treasury index by 0.44%

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

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

045 —1

0.4 —

0.35

0.3

0.25

0.2 —

Short Term Yield (%)

0.1

0.05

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

Short Term Yield for July was higher than the Merill Lynch yield by 0.40%
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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%)

8

8 e ¥ s
-

52 o g o
5 § 165 152 '—-—1’ 151 ;’ @ 150 0---B---g__. g
2 g § 10 128 1376 39 135 B3 134 157 126
S £t
P

(@)

0
100% —| 90% 9% 90% 9%

86% 86% 87% 87% 86% 85% 850 87%

25%

Percent of Calls Answered
g

g

Aug Se Oct

Nov Dec Jan Feb Ma Apr May Jun

Performance for July was above target by 2%

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

[] FCR (%)
FCR Target (75%)
100%
9% 78% 8% glop 8% gy gl S2% 826 8% gy g

B 7%
=
.
9
)
g
O
s
]
B =]

0%

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

Performance for July was above target by 5%

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

(in 000's)

4'.5~ 35 33 32 4"6 38 ,9 35 38 35 38 33
e -e--0 00 g e 098¢

Number of
Calls Received

o

93%  94%

g

89% 890 BN 9% 9% oy 91% 92%

87% g5

.
g

Percent of Calls Answered
N
g ¢

g

Nov Dec Jan Feb

Aug Sep  Oct

Mar  Apr May Jun

Performance for July was above target by 7%

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

[] Response (%) within Target
-@ Total Emergency Calls Dispatched

Response Target (90%)

200 177
[%2] '8 N
= i ~.119

5 104 104 89, <
§ ‘g_ 100 ."“‘-\2____‘ .\\2‘ 1 58 67 61
52 e, B @@
Fa o
0
100% 99%
100% 98% o o ® 959 9506 96% 9% 9T% 97%

84%

Emergency Response
within 45 Minutes (%)
g

Aug Se Oct

Nov Dec Jan Feb Ma Apr May Jun Jul

Performance for July 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 3,000
Out of Service Hydrants Target (96) 2,692
200 —f 2,500 —
[%2]
S
‘é- 2,000 —
150 — <
3
(%} § % 1,500
56 m
T < =T 1,000
o 8
2
50 —| T
579 o
o0
Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Ma Apr May Jun Jul
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)
1,400 —
1,200
E 1,000 —
z
800 %)
% tE
& e
= s&
o (i
=
400 -}
200 —
o
Aug  Sep Oct Nov Dec Jan Feb Ma Apr May Jun Jul Aug  Sep Oct Nov Dec Jan Feb Ma Apr May Jun Jul
OOS fire hydrants returned to service in July were 1,097 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% —
< 2 e e
7 i — .. B~ I R I . P ..
80% e s @ 88% 80% -~
S s 8% - - -~ g -
&£ % o T o w?%
L2 74% 71% 73%
60%

No of Permits Processed

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

SLA Examples: Raze Permit - 14days, Sheeting and Shoring - 14 days, Preliminary Plan Review - 45 days
Permits not processed within SLA in July were 24%. Note that different SLA'srange from 7 days to 45 days
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