MINUTES OF THE
BOARD OF DIRECTORS MEETING OF THE
OTAY WATER DISTRICT
September 7, 2011

The meeting was called to order by President Bonilla at 3:32 p.m.
ROLL CALL

Directors Present: Bonilla, Croucher, Gonzalez, Lopez and Robak
Directors Absent: None

Staff Present: General Manager Mark Watton, Asst. General Manager of
Administration and Finance German Alvarez, Asst. General
Manager of Engineering and Water Operations Manny
Magana, General Counsel Daniel Shinoff, Chief of
Information Technology Geoff Stevens, Chief Financial
Officer Joe Beachem, Chief of Engineering Rod Posada,
Chief of Operations Pedro Porras, Chief of Administration
Rom Sarno, District Secretary Susan Cruz and others per
attached list.

PLEDGE OF ALLEGIANCE

A moment of silence followed the Pledge of Allegiance to recognize the 10-year
Anniversary of the 9/11 terrorist attack on the World Trade Center Twin Towers and
the Pentagon in Washington and in memory of the victims of the attacks.

APPROVAL OF AGENDA

A motion was made by Director Croucher, seconded by Director Lopez and carried
with the following vote:

Ayes: Directors Bonilla, Croucher, Gonzalez, Lopez and Robak
Noes: None
Abstain: None
Absent: None

to approve the agenda.

APPROVE THE MINUTES OF THE REGULAR MEETING OF MAY 4, 2011 AND
SPECIAL MEETING OF MAY 16, 2011

A motion was made by Director Lopez, seconded by Director Gonzalez and carried
with the following vote:

Ayes: Directors Bonilla, Croucher, Gonzalez, Lopez and Robak
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Noes: None
Abstain: None
Absent: None

to approve the minutes of the regular meeting of May 4, 2011 and special meeting
of May 16, 2011.

6. PUBLIC PARTICIPATION — OPPORTUNITY FOR MEMBERS OF THE PUBLIC TO
SPEAK TO THE BOARD ON ANY SUBJECT MATTER WITHIN THE BOARD'S
JURISDICTION BUT NOT AN ITEM ON TODAY'S AGENDA

No one wished to be heard.

CONSENT CALENDAR

7. ITEMS TO BE ACTED UPON WITHOUT DISCUSSION, UNLESS A REQUEST IS
MADE BY A MEMBER OF THE BOARD OR THE PUBLIC TO DISCUSS A
PARTICULAR ITEM:

A motion was made by Director Croucher, seconded by Director Lopez and carried
with the following vote:

Ayes: Directors Bonilla, Croucher, Gonzalez, Lopez and Robak
Noes: None
Abstain: None
Absent: None

to approve the following consent calendar items:

a) APPROVE THE ISSUANCE OF A PURCHASE ORDER TO RDO
EQUIPMENT COMPANY IN THE AMOUNT OF $73,527.56 FOR THE
PURCHASE OF ONE (1) REPLACEMENT TREATMENT PLANT PUMP
ENGINE FOR THE RALPH W. CHAPMAN WATER RECYCLING FACILITY

b) AUTHORIZE THE GENERAL MANAGER TO NEGOTIATE AND ENTER
INTO AN AGREEMENT WITH COX BUSINESS IN THE AMOUNT OF
$108,000 TO COVER A THREE-YEAR AGREEMENT FOR INTERNET
BACK-UP SERVICES

ACTION ITEMS

8. BOARD

a) AUTHORIZE BOARD PRESIDENT, JAIME BONILLA, TO AUTHOR AND
TRANSMIT A LETTER TO THE SAN DIEGO COUNTY TAXPAYERS
ASSOCIATION CONCERNING THE DISSEMINATION OF INFORMATION
REGARDING THE EMPLOYEE HEALTHCARE PROGRAM



A motion was made by Director Bonilla, seconded by Director Gonzalez and carried
with the following vote:

Ayes: Directors Bonilla, Croucher, Gonzalez, and Lopez
Noes: None

Abstain: Director Robak

Absent: None

to authorize Board President, Jamie Bonilla, to author and transmit a letter to the
San Diego County Taxpayers Association concerning the dissemination of
information regarding the Employee Retiree Healthcare Program.

The floor was opened for members of the public to provide comments.

Mr. Chris Cate, Vice President of the San Diego County Taxpayers Association
(SDCTA), addressed the Board and indicated that he is neither in favor nor in
opposition to this agenda item. He discussed the SDCTA’s assumptions and
calculations of the actuarial study for the Otay Water District's Employee Retiree
Healthcare Program in which he and Ms. Lani Lutar (SDCTA President) had
presented at the District’'s Board meeting on August 10. He stated that he
understands that Bartel & Associates has been engaged by the District to review
the savings presented in the District’s staff report and the numbers that SDCTA
presented at the District’'s August 10 board meeting. He indicated that the savings
calculation was one of the SDCTA'’s concerns and they would look forward to
discussing the outcome of Bartel and Associates review. Mr. Cate also indicated,
with regard to the San Diego Taxpayers Educational Foundation’s (SDTEF) August
3, 2011 labor costs study and letter to the San Diego County Water Authority
(CWA), that the study is a draft of CWA'’s labor costs between Fiscal Years 1999 to
2009 and indicated that as part of SDCTA'’s protocol process, the purpose of the
letter and draft study is to provide CWA the opportunity to review and respond to
SDTEF's findings prior to making it available to the public.

b) AUTHORIZE AN INFORMATIONAL ITEM TO THE RATEPAYERS

Director Bonilla recommended that the District provide its ratepayers information
about the Employee Healthcare Program and requested General Counsel’s advice
for the appropriate course of action to distribute the information.

General Counsel Dan Shinoff stated that the District is allowed to provide
information to its ratepayers as long as it complies with state law that indicates only
informative and factual information be provided to customers and does not engage
in any political activities.

A motion was made by Director Bonilla, seconded by Director Lopez and carried
with the following vote:

Ayes: Directors Bonilla, Croucher, Gonzalez, and Lopez
Noes: None



Abstain: Director Robak
Absent: None

to authorize an informational communication to the ratepayers.

C) DISCUSSION OF 2011 BOARD MEETING CALENDAR

Director Bonilla recommended that the Board and staff members consider the
cancellation of the December 7, 2011 Board meeting as has been the practice in
past years due to the holidays. He stated that discussion concerning the December

board meeting will be presented at the next regular meeting.

No action was taken by the board on this item.

INFORMATIONAL ITEMS

9.

ITEMS ARE PROVIDED TO THE BOARD FOR INFORMATIONAL PURPOSES
ONLY. NO ACTION IS REQUIRED ON THE FOLLOWING AGENDA ITEMS.

a) BOARD OF DIRECTORS EXPENSES FOR THE 4™ QUARTER OF FISCAL
YEAR 2011

Mr. Sean Prendergast, Finance Supervisor for Payroll/Accounts Payables, provided
each of the directors’ expenses from April 1, 2011 thru June 30, 2011. He indicated
that directors’ expenses totaled $5,195.34 for the fourth quarter of Fiscal Year 2011
and total expenditures for Fiscal Year 2011 was $22,628.99.

He noted that the directors’ expenses have declined more than 78% from 1999 to
2011 (from $103,678 in 1999 to $22,629 in 2011) and the average annual expense
for the same time period was $47,162.

b) CAPITAL IMPROVEMENT PROGRAM FOR THE 4™ QUARTER OF
FISCAL YEAR 2011 UPDATE

Associate Civil Engineer Daniel Kay presented the fourth quarter CIP update in
which he highlighted the status of CIP expenditures, significant issues and progress
milestones on major projects.

He indicated that the Fiscal Year 2011 CIP consists of 82 projects totaling $28.6
million and that the overall expenditures through the fourth quarter of Fiscal Year
2011 totaled approximately $17.4 million, which is about 61% of the District’s fiscal
year budget.

Associate Civil Engineer Kay noted that the Board approved a $250,000 increase to
the 2011 CIP Budget to cover un-anticipated costs for the Ralph W. Chapman
Water Reclamation Facility Upgrade Project (CIP R2096). This action slightly
increased the total FY 2011 CIP budget to $28.6 million.



He presented a slide depicting a map showing the District's major CIP projects, their
status and their location within the District’s service area. He stated, of the 22
projects depicted, twelve are in design, eight are in construction and two have been
completed and are in service during the fiscal year. He reviewed the status of the
District’s flagship projects which included the 1296-1 and 2 Reservoirs Coating
Project and the 657-1 and 2 Coating and Upgrades Project. He noted that the
design phase for CIP P2466 Regional Training Facility has been completed and the
project is currently in construction. He also noted that community outreach has
commenced for the North District/South District Interconnect Project (CIP P2511).

Associate Civil Engineer Kay also presented slides that provided the status of the
various consultant contracts for planning, design, public services,
construction/inspection and environmental. He also presented slides providing a
listing of all CIP projects planned in Fiscal Year 2011 and the status of each.

In response to a question from Director Robak, Mr. Kay stated that the 1296-1 and
2 Reservoirs Coating Project (CIP P2490 and P2492) is now complete and that both
reservoirs are in service.

Director Croucher indicated that due to the current economic situation, staff
continually reviews projects to determine if there are opportunities to increase
savings and efficiencies for the District. He noted that although savings and
efficiencies are important, he believes it is also important for staff to focus on the
maintenance of District facilities to avoid the high costs of major repairs.

C) FISCAL YEAR 2011 YEAR-END STRATEGIC PLAN AND PERFORMANCE
MEASURES UPDATE REPORT

Chief of Information Technology Geoff Stevens indicated that the District is starting
the development of its fourth, three-year Strategic Plan, and is in its ninth year of a
twelve-year cycle. Prior to presenting the results of the FY 2011 Strategic Plan, he
provided a review of what the Strategic Planning process has accomplished over
the last nine years and how this current three-year plan is built upon this. The
2012-2014 Strategic Plan is focused on business processes and how the District
can improve those business processes (Optimize).

He provided the year-end FY 2011 Strategic Plan results which indicated that the
District’s objectives and performance measures are meeting the set targets with:

e Thirty (30) or thirty-two (32) objectives completed, ahead of schedule or on
target (or 94%); the target was 90%

e Thirty-six (36) of forty-four (44) performance measures completed, ahead of
schedule or on target (or 82%); the target was 75%

Director Jose Lopez stated that he is impressed with the District’s Strategic Plan
and how much it has evolved in the last nine years and commended staff for their
instrumental role inh executing the Plan.



Director Gonzalez commended staff for their dedicated efforts to carry out the vision
of the District and stated that customers/ratepayers can refer to the Strategic Plan
to get an idea of the District’s future direction.

In response to a question from Director Robak, General Manager Watton stated that
the District has participated in the American Water Work Association’s (AWWA)
Self-assessment and Peer Review Program and accomplished the majority of its
objectives. He stated that the District no longer participates in the program, but
indicated that the District does participate in other similar programs.

d) INFORMATIONAL REPORT REGARDING THE UPGRADED BILLING
SYSTEM AND THE NEW BILL PRINT FORMAT

Customer Service Manager Andrea Carey indicated that this item is a follow-up to
the presentation that was provided to the Board at its regular meeting in January
2011. Atthat time, the Board suggested an additional enhancements to the
District’s billing format. Those enhancements have been incorporated and are as
follows:

e The usage history was expanded from thirteen (13) months to twenty-four
(24) months

e A standard water conservation message was added to direct customers
to the District’'s Water Conservation Garden’s website which provides
information on how to reduce water usage

e A contact number for City of Chula Vista’'s sewer customers

REPORTS

10.

GENERAL MANAGER'’S REPORT

GENERAL MANAGER'’S REPORT

General Manager Watton reported that he spoke with San Diego County Taxpayer
Association’s (SDCTA) president, Lani Lutar, to discuss the District’'s Employee
Retiree Healthcare Program’s actuarial study. He indicated that he expressed to
Ms. Lutar his concerns and issues with SDCTA'’s continued misrepresentation of the
study with the use of only one (1) of the employee groups in their calculations to
manufacture large percentages of increases while ignoring the fact that the District’s
study was intended to show the healthcare program with all District employees
participating. He stated, in a few weeks, he planned to meet with Ms. Lutar to
review the actuarial study with her in hopes that it will provide SDCTA a better
understanding of the report. He noted that the San Diego County Water Authority
(CWA) is experiencing similar activities with the Taxpayers Education Foundation
who is commencing a study of CWA's labor costs where they had apparently
misused and miscalculated information provided by CWA.

General Manager Watton highlighted information from his report that included an
update on water conservation programs, Municipal Information Systems Association
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11.

12.

of California (MISAC), and the FY 2011 Financial Audit which he indicated will be
delayed for about 1 month as the auditors attempt to complete all necessary work to
complete the audit. It is expected that the financial report will be presented to the
Board at the November 2, 2011 regular meeting. He also provided an update on
the Rancho del Rey Groundwater Well Development and indicated that the project
remains on schedule and will be completed in the third quarter of Fiscal Year 2013.
An update on the North District/South District Interconnect Project was also
provided.

SAN DIEGO COUNTY WATER AUTHORITY UPDATE

Director Croucher provided additional information concerning CWA's issues with the
San Diego County Taxpayer Association. He indicated that, of the 209 data points
in the Taxpayers Education Foundation’s study of labor costs for CWA, nearly 81%
of the study was incorrect.

DIRECTORS' REPORTS/REQUESTS

Director Croucher thanked District staff for their support and donations to the San
Diego Blood Bank and also commended staff who participated in the Beads of
Courage’s Annual Golf Tournament Charity event that helps children with cancer
and other serious illnesses.

Director Robak reported that the Metro Commission had recently met to discuss the
City of San Diego’s Recycled Water System Study and stated that the City seems to
be apprehensive towards the idea of investing in the system. He commended
District staff for their instrumental role of providing the City valuable input for the
Recycled Water System Study. He stated that where this issue goes is not certain
at this point. He reported that he attended the City of Chula Vista’s Centennial
Celebration in recognition of the City’s 100" birthday and indicated that he learned
more about Otay Water District’s establishment in 1956 and its history. He noted
that he purchased the “1911 to 2011 Chula Vista Centennial” book for the District to
share with its employees and customers.

Director Lopez reported that he attended the District's Annual Picnic and enjoyed
his time with staff. He also reported that while attending community events, he had
the opportunity to respond to questions from the public regarding the District’s
Employee Retiree Healthcare Program. As a result, he believes that the public has
gained a better understanding of the program and may be more supportive of it.

Director Gonzalez indicated that he will be attending a Special District and Local
Government Institute Finance Seminar Series that will be held September 8-10,
2011 in Monterey, California.

PRESIDENT’'S REPORT

Director Bonilla reported on meetings he attended during the month of August 2011
and indicated that on August 17 he attended an agenda briefing meeting to discuss
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items to be presented at the September board meeting. He stated that on August 19
he attended a meeting of the Ad Hoc Legal Matters Committee to discuss various
legal matters. He met with General Manager Watton on August 21 to discuss
District issues and the possibility of focus groups. On August 23 he met with
community leaders to receive their feedback with regard to the District. He met with
General Counsel Dan Shinoff on September 1 to discuss legal matters.

Director Bonilla expressed his concerns about the San Diego County Taxpayer
Association’s (SDCTA) and the Union Tribune’s misrepresentation of the District’s
actuarial study for the Employee Retiree Healthcare Program. He noted that due to
the misrepresentation of the program, he has received approximately 100 emails
from irate individuals and that several of them threatened the lives of his and other
board members’ families.

Director Bonilla felt that SDCTA should have indicated that they made a mistake in
their calculations related to the District’'s actuarial study for the Employee Retiree
Healthcare Program. Instead, he believes SDCTA is backing off from their previous
comments made at the District's August Board meeting. He stated that the majority
of the Board made its decision to support the District’s healthcare program based
on accurate information. He indicated that he felt that it was the right thing to do as
it benefits both the employees and the ratepayers (reduces District expenses). He
stated that the SDCTA actions and comments with regard to the Employee Retiree
Healthcare Program were unprofessional and dishonest. He stated that he plans to
respond to the comments made by SDCTA.

RECESS TO CLOSED SESSION

13.

The board recessed to closed session at 4:55 p.m. to discuss the following matters:

a) CONFERENCE WITH LEGAL COUNSEL — EXISTING LITIGATION
[GOVERNMENT CODE §54956.9(a)]

)] MULTIPLE CASES RELATED TO THE FENTON BUSINESS
CENTER AND FILED WITH THE SUPERIOR COURT OF THE
COUNTY OF SAN DIEGO CONSOLIDATED UNDER CASE NO. 37-
2007-00077024-CU-BC-SC

b) CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION
[GOVERNMENT CODE §54956.9]

() SALT CREEK GOLF, LLC, UNITED STATES BANKRUPTCY
COURT, CASE NO. 1113898-LA11

2 CASES

RETURN TO OPEN SESSION




14. REPORT ON ANY ACTIONS TAKEN IN CLOSED SESSION. THE BOARD MAY
ALSO TAKE ADDITIONAL ACTIONS ON ANY ITEMS POSTED IN CLOSED

SESSION

The board reconvened at 5:28 p.m. and General Counsel Shinoff indicated that the
Board took no reportable actions in closed session.

15. ADJOURNMENT

With no further business to come before the Board, President Bonilla adjourned the
meeting at 5:28 p.m.

President

ATTEST:

District Secretary
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