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Environment Quality & Sewerage Services Committee Members Present
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Timothy Firestine, Chairperson
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DC Water Staff Present

George S. Hawkins, General Manager
Leonard Benson, Chief Engineer

Avis Marie Russell, General Counsel
Linda Manley, Board Secretary

. CALL TO ORDER

David Lake, Vice-Chair of the EQ & SS Committee, called this special joint
meeting to order at 9:32 a.m. noting that Mr. Hoyt, the Committee Chairperson,
had an unavoidable commitment and could not attend this special EQ&SS
Committee meeting.. Mr. Lake pointed out that D.C. Water is at the point of
contracting for the Design — Build Team for the biosolids management program
that we have been working on for some time, and there is an interest in assuring
that a thorough due diligence has been performed with regard to the financial
and commercial risks of the project. Mr. Lake turned the discussion over to Mr.
Leonard Benson, Chief Engineer.



Il. BIOSOLIDS MANAGEMENT PROGRAM UPDATE-REVIEW OF THE ROLE
OF CAMBI IN DC WATER’S BIOSOLIDS MANAGEMENT REVIEW

Mr. Benson presided over this discussion, with a panel of four others to discuss
topics relevant to the proposed commercial terms of the Design — Build contract,
and address any concerns with the prior selection of Cambi as a proprietary
technology. The others on the panel consisted of Mr. Walter Bailey, Assistant
General Manager for Wastewater Treatment, Mr. Mike Loulakis, President/CEO
of Capital Project Strategies, Mr. Eric Petersen, Partner with Hawkins Delafield &
Wood, and Mr. Perry Schafer, Vice President with Brown and Caldwell.

Mr. Benson introduced the panel members and initiated the presentation with
each member of the panel covering areas pertinent to their expertise. The
presentation covered:

Biosolids Plan Update (2007-2008)

THP/Cambi Technology Assessment (2008-2009)

Project Delivery Options Analysis (2009)

Strategies for Optimizing Successful Implementation of Cambi THP (2009-
2010)

e Cambi Commercial Terms (2010)

e Contracting with a Design - Builder

Details can be found in the power point presentation delivered to the BOD on
August 20, 2010. Upon conclusion of the presentation, Mr. Lake opened the
floor to questions.

QUESTIONS AND ANSWERS:

Q1: A Committee member questioned whether a 50% reduction in biosolids is
sufficient since land application may be limited in the future and asked whether
the best technology was being utilized for energy production. The Committee
member would like a level of comfort that we will not have to revisit the issue in
2015.

A1: Mr. Benson stated that the other technologies being referred as possibly
more energy efficient were likely drying and incineration; technologies that were
reviewed and determined not to be applicable for Blue Plains. Mr. Benson noted
that staff believes there is no technology better for Blue Plains than what was
recommended to the Board. Mr. Hawkins noted that we will always have the
problem of changing laws to deal with.

Q2: It was also asked whether DC Water obtained any consideration (i.e.,
substantially lower price) from Cambi for introducing Cambi to the U.S market?



A2: Mr. Benson noted that Cambi is a small company, and it doesn’t appear that
it could afford to take a significant economic loss on this effort and also that such
an offer to D.C. Water is inconsistent with its business model, as Cambi does not
change its price from one client to another. Mr. Hawkins agreed that Cambi’s
North American business depends on the DC Water project being successful
since this project will be Cambi’s model for the rest of the country and that Cambi
would be highly incentivized to make sure that it performs well.

Q3: It was asked whether the lime stabilization process that is currently being
utilized will be abandoned.

A3: Mr. Bailey advised that it will remain in service to be utilized for peak loads; it
would not be increased in capacity, though it will be upgraded,

Q4: An additional question was asked about a project (Davyhulme) and its size
(91,000 tonnes) relative to what is proposed here.

A4: Mr. Bailey noted that it is close to the size of this project, as we are 120,000
dry tons per year.

Q5: Financial information was not found on the web; is it available?

AS5: A CD was distributed to the Committee with pertinent background
information; financial information can be found on the CD in Items 10-14.

Q6: Slide 19-Total revenue shown is different that the answer to Question 11-
Could you explain?

A6: We will look into this further and get an answer for the Board.
Q7: There is a lot of discussion of the parent company-who is it? The American
subsidiary is expected to sign the contract, with the requirement that the Cambi

parent company will back the guarantees.

A7: Mr. Benson noted that staff needs to confirm the relationships of the Cambi
family of firms and will get this information back to the Board.

Q8: Why is the U.S. subsidiary opening an office in Birmingham, Alabama (as
opposed to locally)?

A8: Mr. Schafer noted that it appears to be due to its chosen U.S. representative
being located there.

Q9: Financial documents show assets of $15M but a cash position of $875,000.



A9: Mr. Petersen noted that this reflects the start up position in North America.
Mr. Petersen also noted that the full resources of the parent company will be
provided as security for Cambi’s performance on our project.

Q10: What is the total cost of the project and the Cambi component?

A10: The design-build contract would be approximately $210M. D.C. Water is
still negotiating terms and conditions, but currently the cost for the Cambi scope
of work is approximately” $33 to $35M.

Q11: an explanation was requested of the Cambi contractual limitations of
liability.

A11: Mr. Loulakis explained that the Cambi term sheet has two sets of liquidated
damages. One is for schedule delays, and the other is for failure to meet the
throughput guarantee. Each set of liquidated damages is capped at 10% of the
Cambi contract price. The two sets together (i.e., the total amount Cambi will
pay for liquidated damages) are capped at 15% of the Cambi contract price. In
addition to this, Cambi’s total liability to DC Water is limited to 50% of the Cambi
contract price, which will include its obligation for liquidated damages as well
costs for a Cambi default. Cambi has provided a 10% letter of credit and a
parent company guarantee to backstop its contract obligations.

Q12: An iquiry was made about the so-called “gap” issue. What does this mean?

A12: Mr. Loulakis explained that the design-builders and their sureties were
unwilling to be responsible for the liability “gap” between problems caused by
Cambi and what could be recovered from Cambi (either because of Cambi’s
contractual limitations of liability or in collecting from Cambi). DC Water has
agreed that the design-builder would not be required to assume this liability
“‘gap”, D.C. Water would shoulder this risk. However, Mr. Loulakis and Mr.
Peterson noted that one of the benefits of having Cambi work as a subcontractor
to the design-builder, as opposed to working as a direct contractor to DC Water,
was that there was a possibility that one or more of the shortlisted design-
builders could offer to assume a portion of this “gap” in the final proposals. They
noted that this remains an open issue at this point in time, and that the DC Water
team would evaluate this as the procurement proceeded.

Q13: What is the difference in characteristics of European sludge versus U.S.
sludge as feedstock for the Cambi process; is it significant and has it been
accounted for?

A13: Mr. Schafer responded that there is a difference, but we have tested the
process on Blue Plains sludge for several years and are comfortable that the
process will work here.



Q14: What is the length of the performance guarantees/commissioning process?

A14: Mr. Schafer responded that it will take some time to build up a sludge
inventory in the digesters-several months, after which the Acceptance Testing is
expected to proceed for 14 days.

Q15: What if something goes wrong after a year or more of operation? What
assurances or remedies do we have? We have focused a lot on Cambi and
have good assurances that it will work, but what about the rest of the process?

A15: Mr. Lake noted that we will focus on the rest of the project when we discuss
the design-build project.

Q16: What if after the guarantee period has passed and the facility is on-line, the
Cambi system fails.

A16: Mr. Benson noted that we have completed an extremely thorough due
diligence over a ten year period and believe the likelihood of failure of the Cambi
process and equipment to be extremely remote. Cambi has never failed. In the
event it did, we would still have digesters that even without Cambi pretreatment
could operate at about half the capacity as they would have with Cambi, and we
would have the option for bringing in trailors for additional lime stabilization. We
don’t think that there is any reasonably foreseeable possibility of a Cambi
technology failure or D.C. Water would not be proceeding with the project.

Q17: What recourses would be available to us in a Cambi failure?

A17: Mr. Loulakis responded referencing an analysis that was included in the
meeting materials delivered to BOD members on August 20, 2010, as revised on
August 25. Under the case where Cambi walked off immediately after signing its
contract with the design-builder (Case 3), DC Water (through the design-builder)
would have available to it the contract balance and ultimately the Cambi and
parent balance sheets, up to the 50% contractual limit of liability. He also
discussed Cambi’s failure to meet the performance goals (Case 1). Cambi has a
make-good obligation up to 95% of the throughput guarantee, and if it failed to do
so, DC Water would have the 10% letter of credit available, the 10% unpaid
payment milestone and ultimately the balance sheets of Cambi and its parent.

All of this would come through the design-builder. The entire question of risk was
further discussed in the next section of the presentation as reported below.

Mr. Lake noted that if there are any other questions from the Committee, they
should submit them to Ms. Manley to be relayed to staff.

RISK ANALYSIS DISCUSSION



Mr. Lake noted that it even though the committee had exceeded its allotted time
it was important to go through the Risk Analysis for Cambi’s Failure to Perform
since key committee members were present. Mr. Loulakis summarized the
evaluation performed to assess the risk and potential exposure of DC Water in
the event of a failure related to the selection of the Cambi process. The analysis
was originally forwarded to the Committee last week, with an August 25th
revision distributed yesterday. Mr. Loulakis noted that there were three general
commercial risks: failure to meet schedule, failure to meet performance, and
default. Potential financial exposures were calculated under worst case
scenarios for each and discussed. The technical risks have been mitigated over
time with the maturation of the Cambi process. It was noted that the analyzed
scenarios are remote, some highly so. All the risks are backstopped by the
financial capability of the Cambi parent organization. For complete details of the
analysis, the written document should be referred to.

Mr. Petersen reiterated that the design-builder has a huge role in any of these
issues. The design-builder will be contracting directly with Cambi and Cambi will
be accountable to them. It is expected that the design-builder will have
contractual arrangements that facilitate a guarantee project accomplishment, and
furthermore, both they and Cambi should be highly motivated to make the overall
project work. There are many levels of protection, but if a failure occurs, DC
Water would have a claim against the design-builder, who would have an
obligation to try to make the system work. Mr. Loulakis noted that the failure
analyses done would result only after all other contractual remedies have been
unsuccessful.

A Board member offered his opinion that he was satisfied with the presentation
and very much impressed.

Mr. Lake thanked the panel and commended the staff and panel on assembling
this presentation. He also thanked the Committee members for showing up
during what is usually the August hiatus. He further thanked the Finance and
Budget Committee for allowing this meeting to run into their scheduled start time.
lll. ADJOURNMENT

The meeting was adjourned at 11:50 a.m.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


