DISTRICT OF COLUMBIA
WATER AND SEWER AUTHORITY

Board of Directors

Water IS Finance and Budget Committee

Wednesday, November 23, 2011

9:30 a.m.
Committee Members DC WATER STAFF
Timothy L. Firestine, Chairperson George Hawkins, General Manager
Alethia Nancoo Olu Adebo, Chief Financial Officer
Bradford Seamon Randy Hayman, General Counsel
James Patteson Yvette Downs, Finance and Budget Director
Samuel Wynkoop Robert Hunt, Treasury & Debt Manager

Linda Manley, Board Secretary

Call to Order
Chairperson Timothy Firestine called the meeting to order at 9:30 a.m.

October 2011 Financial Report

Ms. Yvette Downs, Director Finance and Budget, reported that with 8 percent of the fiscal year
completed, revenues totaled $43.5 million or 10 percent of the revised budget; expenditures
were $29.5 million, or 7 percent of the revised budget, and capital disbursements were $43.5
million, or 8 percent of the capital disbursements budget. Ms. Downs reported that the year-to-
date revenues at 10 percent and capital disbursements at 8 percent of budget were higher than
same period in FY 2011. The higher capital disbursements are driven by the payment of
mobilization on one of the Authority’s large contracts. Mr. Firestine asked to be reminded of the
drivers of the revenue changes between the approved FY 2012 revenues and the revised FY
2012 revenues. Mr. Olu Adebo, Chief Financial Officer, stated that the information would be
provided in a follow-up communication.

For the month of October 2011, the average daily operating cash reserves, ($161.4 million) was
above the $125.5 million operating reserve target. With the Committee’s approval, Ms. Downs
continued the financial report by exception, highlighting relevant variances in operating revenues
and expenditures categories. Ms. Downs noted that staff has locked approximately 69 percent of
the electricity load at Western Hub price of $44.42 per mWh for FY 2012. This lock in price is
favorable compared to the budgeted unit price of $56.54 per mWh. Additional information on
electricity savings for FY 2012 will be provided to the Committee members in a formal response
on all budget-related questions.

In response to Mr. Firestine’s inquiry on the FY 2011 year-end closing process, Mr. Adebo,
reported that the external auditors have started their field work of the Financial Audit with
anticipated completion and issuance of their audit opinion by December 24™. Thereafter, the
A133 Audit is scheduled for completion in January 2012. Mr. Adebo also noted that staff will kick-
off the planned bond issuance sometime in December, with anticipated issuance by Spring 2012.
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CFO Adebo also announced that DC Water received the GFOA award for the Comprehensive
Annual Financial Report (CAFR) for FY 2010.

Mr. Roth of the DC Retail Rates Committee suggested that a detailed breakdown of the
Accounts Receivable report may be worth reviewing by the Finance and Budget Committee. Mr.
George Hawkins, General Manager, noted that the Committee had reviewed such data in the
past and that the frequency (as determined by the Committee) of such an in-depth
analysis/review should be undertaken by the Finance and Budget Committee and presented to
the Retail Rates Committee as informational only. Ms. Nancoo suggested that the review be
done bi-annually and this was acceptable to the committee members.

Investment Report

Mr. Robert Hunt, Treasury & Debt Manager, reviewed the portfolio recap contained in the
monthly investment report. He reported that the portfolio is in compliance with the Authority’s
investment policy and the overall yield on the entire portfolio for October was 0.60%. Mr. Hunt
also reported on individual investments made thus far in November for operating funds and the
construction fund. In addition, he stated that the bank certificates of deposit purchased through
the Certificate of Deposit Account Registry Service (CDARS) network were recently added to the
list of permitted investments. Three local banks who participate in the CDARS program have
been contacted regarding future deposits and staff is reviewing the procedures and requirements
for participation.

FY 2013 Proposed Budget Discussion

Mr. Adebo noted that a summary of the budget proposal was included within the Committee
package for their discussion. A review of the calendar and action items was included within the
package. In response to Mr. Firestine’s question on FY 2013 debt service assumptions, Mr.
Adebo explained that the FY 2013 budget proposal includes an assumption of 6.5 percent for the
appropriation budget which is approved by the Congress and 5.5 percent for the financial plan
which is used for rate-setting for retail and wholesale customers. Current market fixed rates were
in the range of upper four to lower five percent.

Mr. Patteson asked about the use of the PAYGO financing proposed in the current ten-year
financial plan. Mr. Adebo explained that the financial plan assumes the use of PAYGO financing
for Washington Aqueduct and capital equipment costs only through FY 2015. During the latter
part of the financial plan, (FY 2015 through FY 2020), there would be higher use of the PAYGO
for on-going water and sewer pipe replacements.

In response to Chairperson Firestine's question on the Intermunicipal Agreement (IMA) partners’
commitment to share in $177 of multi-use projects, Mr. Adebo explained that the majority of the
projects are in the sewer service area because there are wholesale customer jurisdictional sewer
flows. The pending discussion within the Blue Plains technical committee is related to the
quantity of flows and how the flows would be allocated which would be either for the whole
system or by sections or nodes. Mr. Adebo reminded the Committee that these assumptions
were not included in last year's budget proposals but they were disclosed and discussed as an
emerging issue. The current proposal would lead to shifts in the allocation of these costs from
retail to wholesale customers. Mr. James Myers, Capital Budget Manager, informed the
committee that approximately $60 million of these multi-use projects were applicable to the
wholesale customers with different percentages within each project.

Mr. Hawkins reported that there have been several technical analysis on the accurate use of the
term 'joint-use' for some of the Authority's facilities being used by the wholesale customers which
were not previously identified/defined in the IMA agreement. He informed the Committee that a
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proposal has been forwarded to the Environmental Quality and Sewerage Services Committee
for these projects to be termed 'multi-use' as determined based on the best technological
modeling available. Mr. Firestine raised concerns about certain policy issues related to the
decision, including whether the decision should be brought before the Chief Administrative
Officers (CAOs) for discussion and approval.

Chairperson Firestine also asked about the allocation of costs previously incurred for the multi-
use projects during the design and construction phases that began last year. Mr. Adebo
responded that a policy question is before the technical committee regarding the effective date
for these projects which most believe should be the date when the allocation was changed for
the District to benefit the wholesale customers. Mr. Adebo confirmed that no assumptions have
been made in the current budget proposals for prior costs incurred on these projects. Mr.
Firestine stated that the term 'multi-use' is not defined in the current IMA and asked if wholesale
customers, as Board members, have an opportunity to vote on these projects. Mr. Hawkins
opined that if there is multi-use funding then wholesale Board members would vote on these
projects.

Chairperson Firestine asked if staff were tracking the savings in line with identified objectives for
the in-sourcing proposal. Mr. Adebo responded that it would take about three years for the
savings to be evident but staff are already tracking these results and would update the
Committee during the year.

In response to Mr. Seamon's question about the eligibility of all employees for a 3 percent merit
increase in FY 2013, Mr. Adebo explained that this is an average rate assumed based on the
size of the pool and is applied in accordance with individual employee performance ratings. He
also reminded the Committee that DC Water does not separately provide a cost of living
increases nor does it currently have any collective bargain agreement for the budgeted periods.

Mr. Hawkins noted that responses to all the FY 2013 budget-related questions would be
compiled and forwarded to all Board members.

Discussion of FY 2012 Employee Merit
Chairperson Firestine deferred this agenda item pending discussion with the Board Chairman.

Approval of Financial Advisory Services

Ms. Nancoo requested additional information on the Financial Advisory Firm contract.
Specifically, she asked staff to provide informational only data about the relevant work
experience of the minority firm partnering with PFM before the December Board meeting. The
Committee members recommended the contract for the Board's approval.

Adjournment
Hearing no further business, Chairperson Firestine Mr. Lake adjourned the meeting at 10.30 a.m.

FOLLOW-UP ITEMS (November 23, 2011)

1. What is the difference between the FY 2012 approved and revised operating revenues (Mr.
Firestine)

2. Compile and provide written responses to all the FY 2013 budget-related questions from the
November 23, 2011 meeting to be forwarded to all Board members

3. Provide list of work done since its inception and existing transaction list by the small business
enterprise firm as well as all joint-ventures (transactions and enterprises) undertaken in the
past five years with the principal firm (Ms. Nancoo)

Page 3 of 3




<<
  /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


