£ ORANGE WATER AND SEWER AUTHORITY

OWASA

A public, non-profit agency providing water, sewer and reclaimed water services
' to the Carrboro-Chapel Hill community.

AGENDA
MEETING OF THE OWASA BOARD OF DIRECTORS
THURSDAY, JULY 23, 2009, 7:00 P.M.
CHAPEL HILL TOWN HALL

In compliance with the “Americans with Disabilities Act,” interpreter services are available with five
days prior notice. If you need this assistance, please call the Clerk to the Board at 537-4217 or
aorbich@owasa.org.

7:00PM  Announcements
1. Announcements by the Chair
A. Any Board member who knows of a conflict of interest or potential conflict of
interest with respect to any item on the agenda tonight is asked to disclose
the same at this time.
B. The August 13, 2009 OWASA Board of Directors’ meeting has been canceled,
the next regularly scheduled meeting of the Board will be held on Thursday,
August 27, 2009
2. Announcements by Board Members
A. Update on the Finance Committee meeting held on July 23, 2009 prior to the
OWASA Board meeting (Gordon Merklein)
3. Announcements by Staff

Petitions and Requests

1. Public
2. Board
3. Staff

7:10PM  CONSENT AGENDA
Information and Reports
1. Quarterly Report on Attendance at Board of Directors’ Meetings (Andrea Orbich)
2. Update on Sewer Service Agreement with the University of North Carolina at Chapel
Hill for the Cogeneration Facility (Mary Darr)
3. Semi-Annual Contractor and Consultant Performance Report (Stuart Carson)

Action

4. Approval of the Minutes of the May 28, 2009 Public Hearing and Meeting of the
Board of Directors (Andrea Orbich)

5. Approval of the Minutes of the June 11, 2009 Meeting of the Board of Directors
(Andrea Orbich)

REGULAR AGENDA
Information and Reports
7:15PM 6. Mayor's Youth for a Sustainable Future — Report on Public Housing Water
Conservation Retrofit Project (Patrick Davis/Mayor’s Youth Council Representatives)
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Discussion

7:30PM 7. Long-Range Water Supply Plan Update (Ed Holland)
8:00 PM 8. Overview Presentation on OWASA's Management of Wastewater Biosolids (Damon
Forney)



ORANGE WATER AND SEWER AUTHORITY

QUARTERLY REPORT
ATTENDANCE AT BOARD OF DIRECTORS MEETINGS

ITEM 1

BOARD OF MARCH 2009 APRIL 2009 May 2009 *JUNE 2009
DIRECTORS
FRED BATTLE March 12 (Meeting) April 9 (Canceled) May 14 (Meeting) June 11 (Meeting)
March 26 (Meeting) April 23 (Meeting) May 28 (Excused) June 25 (Canceled)
MAC CLARKE March 12 (Meeting) April 9 (Canceled) May 14 (Meeting) June 11 (Meeting)
March 26 (Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)
ggg;‘;gg March 12 (Meeting) April 9 (Canceled) May 14 (Meeting) June 11 (Meeting)
SECRETARY March 26 (Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)
RANDY KABRICK March 12 (Meeting) April 9 (Canceled) May 14 (Meeting) June 11 (Meeting)
CHAIR March 26 (AOG Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)
ﬁ%ﬁ?ﬁ;m March 12 (Meeting) April 9 (Canceled) May 14 (Meeting) June 11 (Meeting)
VICE CHAIR March 26 (Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)
ALAN RIMER March 12 (Meeting) April 9 (Canceled) May 14 (Excused) June 11 (Excused)
March 26 (Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)
GENE PEASE March 12 (Excused) April 9 (Canceled) May 14 (Excused) June 11 (Meeting)
March 26 (Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)

JOYCE PRESLAR

March 12 (Meeting)
March 26 (Meeting)

April 9 (Canceled)
April 23 (Meeting)

May 14 (Meeting)
May 28 (Meeting)

June 11 (Meeting)
June 25 (Canceled)

WILLIAM STOTT

March 12 (Meeting)

April 9 (Canceled)

May 14 (Meeting)

June 11 (Excused)

March 26 (Meeting) April 23 (Meeting) May 28 (Meeting) June 25 (Canceled)
TOTAL
MEETINGS HELD: 2 1 2 1
JUNE 2009

*Please note transition to Quarters as follows:
e January, February, March
e April, May, June
e July, August, September
[ ]

October, November, December
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ITEM 2

/7~ O\
OWASA ORANGE WATER AND SEWER AUTHORITY

A public, non-profit agency providing water, sewer and reclaimed water services
v to the Carrboro-Chapel Hill community.

MEMORANDUM
TO: Board of Directors
THROUGH: Ed Kerwin (;QL\
FROM: Mary Darr, P.E.
DATE: July 16, 2009

SUBJECT: Update on Sewer Service Agreement with the University of North Carolina at
Chapel Hill for the Cogeneration Facility

The sewer service agreement for the UNC Cogeneration Facility, which is located on West
Cameron Avenue in Chapel Hill, was renewed on June 5, 2009. There has been a sewer service
agreement between OWASA and the University for the Cogeneration Facility since the facility
was constructed in 1992. The agreement permits the discharge of process waters, such as cooling
tower and boiler blow-down, from the Cogeneration Facility into the wastewater collection
system. The agreement, which limits the volume, flow rate, and temperature of the discharge, has
been modified twice, first in May of 1996 to include discharge from the Cogeneration Facility’s
demineralization system and again in April of 2001 to include other process waters and to
increase the discharge limit. The term of the 2001 agreement was five years. Annual extensions
of the agreement were issued before the agreement was renewed in June 2009.

The new sewer service agreement includes provisions for a future flow increase from the
Cogeneration Facility. The Cogeneration Facility can increase its discharge to the sewer after
about 1,000 feet 8-inch and 10-inch sewer pipe downstream of the facility is replaced with a 12-
inch pipe. The sewer improvements, which are currently being designed, will be carried out and
paid for by the University. A related project replaced about 2,300 feet of 18-inch sewer pipe
along Morgan Creek with 30-inch pipe in the summer of 2008 as part of OWASA’s Capital
Improvements Program.

The sewer service agreement will continue until terminated by either OWASA or the University.
Sewer fees in the amount of $95,575 were paid by the University at the time of the renewal.

I will be happy to provide additional information as needed.

Mary Dgfr, P.E.
Operations Engineer
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ITEM 3

AR
ORANGE WATER AND SEWER AUTHORITY
OWASA

A public, non-profit agency providing water, sewer and reclaimed water services
' to the Carrboro-Chapel Hill community.

MEMORANDUM

TO: Board of Directors
THROUGH: Ed Kerwin Qﬂl\
FROM: F. Stuart Carson, P.E.
DATE: July 16, 2009

SUBJECT: Semi-Annual Contractor and Consultant Performance Report

It is OWASA policy to assess consultant and construction contractor performance and
responsiveness following the construction phase of a project. In addition, consultants sometimes
are evaluated following completion of design and bid services for larger projects. The resulting
evaluations are ultimately used when evaluating future proposals from those consultants and
contractors desiring to perform work for OWASA.

The projects in the 6-month period from January through June 2009 included in this report are:

Cleland Drive 8-inch Water Main Replacement
Cleland Drive Pump Station Phase Out
Meeting of the Waters Interceptor Replacement
Mason Farm WWTP Power for Heat Trace
Mason Farm WWTP Digester System Upgrades
Reclaimed Water Facilities

Relaimed Water Transmission Main

The attached table summarizes the evaluation results for these projects. The corresponding
evaluation forms are available upon request. Please let me know if you need additional
information.

s

F. Stuah‘éarson PK——
Engineering Manager — Capital Improvements Program

Attachment 1: Summary of Contractor and Consultant Ratings
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ATTACHMENT 1

SUMMARY OF CONTRACTOR AND CONSULTANT RATINGS
For the Period of January through June 2009

Project

Consultant/Contractor

Overall
Rating

Comments

CIP 275-26

Cleland Drive 8-Inch
Water Main
Replacement

and
CIP 277-16

Cleland Drive Pump
Station Phase Out

HDR Engineering of the

Carolinas
(Consultant)

Fair

Evaluation for study, design, bidding and limited construction
administration services

Worked and communicated well with OWASA during all phases
Study was high quality

Coordinated well with regulatory agencies

Engineer’s construction cost estimate was low due to poor soils and
unidentified utility conflicts

Constructability was impacted due to missed utility conflicts
Well prepared and organized for the pre-bid meeting

Timely and accurate bid evaluation

Normally responded quickly to construction administration issues

Pipeline Utilities, Inc.

(Contractor)

Fair

Evaluation is for water main and gravity sanitary sewer construction
Completed over budget and behind schedule due to customer
requests

Management worked hard and cooperatively to correct deficiencies
Adequate understanding of OWASA’s needs and expectations
Attention to safety was inconsistent

Had to reinstall some improperly installed gravity sewer lines

Level of communication by field superintendent did not meet
OWASA'’s expectations

CIP 276-33
Meeting of the Waters
Interceptor

Brown and Caldwell
(Consultant)

Good

Evaluation is for study, design, bidding and construction
administration services

Very proactive and helpful with community, and other, meetings
Worked very well with OWASA staff

Excellent bidding services (turnaround time, reference checks, and
contract preparation)

Provided extensive coordination with UNC, the Town of Chapel
Hill and NCDOT
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SUMMARY OF CONTRACTOR AND CONSULTANT RATINGS
For the Period of January through June 2009

Page 2 of 4
Project Consultant/Contractor Ove.”‘“ Comments
Rating

e Responsive to schedule and performance concerns

e (Constructability was impacted due to lack of field work and existing
Meeting of the Waters conditions near the WWTP and the Manning Drive pump station
Interceptor (cont.) e Worked hard to promptly resolve issues in the field

e Communicated well with OWASA staff and the public
CIP 276-33 Park Construction Excellent e Evaluation is for gravity sanitary sewer and reclaimed water main
Meeting of the Waters | Corporation construction
Interceptor (Contractor) e Completed under budget and ahead of schedule

e Very proactive in acquiring permits to begin construction
and e Pay applications submitted on-time with all required documentation

e Very high quality work and production
C1p 2.78'3 1 e Excellent housekeeping and protection of private property
Reclaimed Water o i .
Transmission Main . Well—malntaln‘ed anfi approprlaj[e equipment used ‘

e Very cooperative with the public and requlatory agencies

e Field staff was very cooperative with OWASA
CIP 278-11 Bryant — Durham Good e Evaluation is for evaluation of, and provision of power to, heat trace
Mason Farm WWTP | Electric, Inc. circuits for protection of aboveground pipelines at the WWTP
Power for Heat Trace | (Contractor) e Completed over budget and behind schedule due to customer

requests

e (Good on-site supervision was provided

e Installed work was of very high quality

e Very competent workers

e Good understanding of OWASA’s needs and expectations

e Made proactive suggestions to improve conduit runs for many heat

trace circuits

CIP 276-33 Brown and Caldwell Good e FEvaluation is for design and construction administration services for
Mason Farm WWTP (Consultant) electrical upgrades to pump motors and other digester system
Digester System equipment
Upgrades e Good understanding of OWASA’s needs and expectations

Cooperated very well with OWASA staff
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SUMMARY OF CONTRACTOR AND CONSULTANT RATINGS
For the Period of January through June 2009
Page 3 of 4

Project

Consultant/Contractor

Overall
Rating

Comments

High quality plans and specifications provided
Proactive construction administration provided during construction

Mason Farm WWTP
Digester System
Upgrades (cont.)

Bryant — Durham
Electric, Inc.
(Contractor)

Good

Evaluation is for electrical equipment upgrades for digester facilities

in the old Digester Building at the Mason Farm WWTP

Completed over budget and behind schedule due to added work
Good coordination with suppliers and subcontractors

Pay applications submitted on-time with all required documentation
Installed work was of good quality

Good understanding of OWASA’s needs and expectations

CIP 278-30
Reclaimed Water
Facilities

Hazen and Sawyer
(Consultant)

Excellent

Evaluation is for study, design, bidding, construction administration
and inspection services

Very proactive and helpful with community meetings

Excellent schedule management

Worked very well with OWASA staff

Worked very well with regulatory agencies

Excellent bidding services (extensive prequalification assistance,
turnaround time, reference checks, and contract preparation)
Provided extensive coordination with UNC

Excellent inspection services and construction documentation

Haren Construction
Company, Inc.
(Contractor)

Excellent

Evaluation is for reclaimed water pumping and storage facilities
construction

Completed under budget but behind schedule (outside their control)
Staff was well-directed and supervised

Pay applications submitted on-time with all required documentation
Very good quality work and production

Excellent housekeeping and protection of private property
Well-maintained and appropriate equipment used

Field and office staff was very cooperative with OWASA
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SUMMARY OF CONTRACTOR AND CONSULTANT RATINGS
For the Period of January through June 2009
Page 4 of 4

Project

Consultant/Contractor

Overall
Rating

Comments

Reclaimed Water
Facilities (cont.)

CITI, LLC
(Contractor)

Good

Evaluation is for reclaimed water pumping and storage facilities
control systems integration

Completed on budget but behind schedule (outside their control)
Staff was well-directed and supervised

Very high quality work

Excellent housekeeping

Equipment, materials and supplies were delivered on schedule
Field and office staff were very cooperative with OWASA

278-31
Reclaimed Water
Transmission Main

Hazen and Sawyer
(Consultant)

Excellent

Evaluation is for study, design, bidding, construction administration
and inspection services

Very proactive and helpful with community meetings

Excellent preparation and presentation of technical memoranda and
design plans and specifications

Excellent schedule management

Worked very well with OWASA staff

Worked with well with regulatory agencies

Excellent bidding services (extensive prequalification assistance,
turnaround time, reference checks, and contract preparation)
Provided good coordination with UNC

Outstanding cooperation and effort to successfully mediate a large
volume of contractor claims

Excellent inspection services and construction documentation
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ITEM 4

Draft

ORANGE WATER AND SEWER AUTHORITY
MEETING OF THE BOARD OF DIRECTORS
MAY 28, 2009

The Board of Directors of the Orange Water and Sewer Authority (OWASA) held Public
Hearings and a regular Business Meeting on Thursday, May 28, 2009, at 7:00 PM in the Chapel
Hill Town Hall.

Directors present: Randy Kabrick, P.E., Chair; Gordon Merklein, Vice Chair; Braxton
Foushee, Secretary; Michael A. (Mac) Clarke; Gene Pease; Joyce C. Preslar; Alan Rimer; and
William R. Stott. Absent: Fred Battle.

OWASA staff: Ed Kerwin; John Greene; Mason Crum; Gwen Burston; Patrick Davis;
Greg Feller; Ed Holland; Heidi Lamay; Rachel Monschein; Andrea Orbich; Kevin Ray; and
Robert Epting, Epting and Hackney.

Others present: Highland Woods residents: Ann Alexander, Helen Ludwig, Alice Neebe,
Paul Neebe, Frank Rexford, Gary Richman, and Peg Parker. William Johnson; Craig Mathews;
Michael Griffith; Sharon Hartwell; Hank Rodenburg; Bruce Boehmke; Terri Tyson; Paul Urban;
Geoffrey Daniel Geist; Pinky DuBose; Tom Stoffel; Jim Ward, Mayor pro tem, Town of Chapel
Hill; Tai Ayankoya. University of North Carolina at Chapel Hill: Ray DuBose, Director of
Energy Services; Meg Holton, Water, Wastewater, and Stormwater Manager; and Ben Poulson,
Associate Director of Energy Services.

There being a quorum present, Chair Randy Kabrick called the meeting to order.

LS

MOTIONS ACTED UPON

1. Braxton Foushee moved to close the concurrent Public Hearings on the Draft
Operations and Maintenance Budget; Draft Capital Improvements Program Budget; and the
proposed Adjustments to Rtes, Fees and Charges. The motion was seconded by Mac Clarke, and
carried by unanimous vote.

2. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Designating Depositories, Establishing Accounts, and Designating
Signatories for Accounts of Orange Water and Sewer Authority.” (Resolution so titled attached
hereto and made a part of these minutes. Motion by Mac Clarke, second by Alan Rimer, and
unanimously approved.)

3. Mac Clarke made a motion to approve the Minutes of the April 23, 2009 Board
Meeting; the motion was seconded by Alan Rimer, and carried by unanimous vote.

k %k ok ok ok sk ok ok ok ook
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Orange Water and Sewer Authority

May 28, 2009 Draft
Page 2

ITEM ONE: ANNOUNCEMENTS

CONFLICT OF INTEREST

Randy Kabrick said any Board Member who knows of a conflict of interest or potential
conflict of interest with respect to any item on the agenda tonight is asked to disclose the same at
this time. There were none.

FRED BATTLE

Randy Kabrick said the Orange County Board of County Commissioners reappointed
Fred Battle to the OWASA Board by on May 19, 2009.

COMMITTEE MEETINGS

Gordon Merklein said that the Finance Committee met on May 26, 2009 to discuss
matters related to the Budgets and Rates for Fiscal Year 2010 and received comments from the
public.

Alan Rimer said that the Natural Resources Technical Systems Committee will meet on
June 1, 2009 at 4:30 P.M. in the OWASA Boardroom to discuss biosolids and the Long-Range
Water Supply Plan.

WATER QUALITY REPORT CARD

Rachel Monschein reported that OWASA has met the standards under the Federal Safe
Drinking Water Act and related State rules for drinking water. OWASA’s report includes
information about where OWASA water comes from, how it is treated and a summary of our test
results. Last year we provided 2.8 billion gallons of drinking water to the Carrboro-Chapel Hill
community and tested the drinking water for more than 150 contaminants. The 2008 water
quality report card was mailed to our customers this spring and posted to OWASA’s website,
WWW.0owasa.org.

ITEM TWO: PETITIONS AND REQUESTS

Randy Kabrick asked for petitions and requests from the public, the Board and staff;
there were none.

ITEM THREE: CONCURRENT PUBLIC HEARINGS ON THE DRAFT OPERATIONS AND
MAINTENANCE BUDGET; DRAFT CAPITAL IMPROVEMENTS
PROGRAM BUDGET; AND PROPOSED ADJUSTMENTS TO RATES,
FEES AND CHARGES

Randy Kabrick opened the concurrent Public Hearings on the Draft Operations and
Maintenance (O&M) Budget, draft Capital Improvements Program (CIP), and the proposed
adjustments to Rates, Fees and Charges.
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Orange Water and Sewer Authority

May 28, 2009 Draft
Page 3

Gordon Merklein, OWASA’s Finance Committee Chair, started the presentation by
describing OWASA’s budget process and rate setting requirements. OWASA is a public, non-
profit special purpose government supported by user fees and cost-of-service rates to meet
requirements for our Sale and Purchase agreements and Bond Order. Rate adjustments are
determined by projecting sales and expenses over a 15-year period. Water sales for OWASA
have been down and are projected to be 19 percent lower than 10 years ago, although we have 15
percent more customers. Projected new service connections in Fiscal Year 2009-10 (FY 2010)
are also 72 percent lower than the average for the last 10 years.

Mr. Merklein noted that during the past 10 years, OWASA invested $220 million to
renew and replace aging infrastructure as well as upgrade the Mason Farm Wastewater
Treatment Plant (WWTP) and the Jones Ferry Road Water Treatment Plant. The proposed FY
2010 CIP has been reduced significantly to $5.7 million.

The proposed FY 2010 O&M budget reflects $1.7 million in cost reduction measures
including: the permanent elimination of 12 positions with seven additional positions unfunded
during the year; deferring for one year preventive maintenance programs such as root control and
meter replacement; and reduced recreation to Saturday only at Cane Creek and Saturday/Sunday
only at University Lake. The funding for repairs assumes “average” year conditions and reflects
a substantial increase in chemical costs used in water and wastewater treatment. Mr. Merklein
noted that without the increase in chemical costs, the draft operating budget would be six percent
less than the current budget. Mr. Merklein noted that while this budget includes a two percent
merit increase for OWASA employees, the Executive Director’s recommendation to withdraw
the eliminate the merit increase is supported by the OWASA Board. This was a difficult
decision for the Board, however was necessary during these difficult financial times.

Mr. Merklein stated that the 15-Year Financial Model used to determine rate adjustments
last year indicated that a 17 percent increase was needed for FY 2009 and FY 2010, and a 17
percent increase was adopted for FY 2009. In order to avoid so large of an increase in FY 2010,
the Financial Committee recommends a 9.75 percent rate increase effective October 1, 2009 to
fund essential operating and CIP needs only; reverse an unacceptable downward trends for
general fund reserves and the ratio of debt payments to net revenue; and begin partial funding of
two essential new reserve funds established by the Board in March, 2009 (Revenue Stabilization
Fund and Capital Improvements Reserve Fund). A typical residential customer with water
consumption of 5,000 gallons per month would see a $6.68 increase in their water and sewer bill.

Looking ahead, rate increases through FY 2013 are expected to average 9.75 percent per
year. Projected operating budgets for FYs 2011-2024 will be increased to restore preventive
maintenance programs; fund operation of new odor elimination improvements and new expenses
for compliance with Jordan Lake Rules in FY 2014; and begin funding long-term post-
employment benefits. While the proposed CIP for FY 2011-2024 is lean, it is expected to be
adequate.

Mr. Merklein said that OWASA will continue to work hard to reduce costs and fulfill our
responsibilities to provide high quality and reliable services now and in the future.

4.3



Orange Water and Sewer Authority

May 28, 2009 Draft
Page 4

Mr. Kabrick opened the concurrent Public Hearings on the draft O&M Budget, draft CIP,
and the proposed adjustments to Rates, Fees, and Charges.

Hank Rodenberg, Chapel Hill resident, said that no one likes rate increases and that he
did not have a problem with the 9.75 percent increase. He said that the community needs to do
more to conserve water and one way to conserve is to make rates more progressive. He
suggested the Board leave the overall rate increase at 9.75 percent and include an increasing
block rate structure for those who use a large amount of water. The pricing signal will drive the
conservation efforts in Chapel Hill.

Bruce Boehmke, Chapel Hill resident, said he walks at University Lake and is against the
reduced recreation hours at University Lake. He said the savings from reducing hours of
recreation at the lakes equals about 80 cents per OWASA customer per year. He stated that
University Lake is wonderful facility and strongly urged the Board to keep it open more days per
week.

Paul Neebe, Highland Woods resident, stated his displeasure with delay of the odor
elimination improvements at the Mason Farm WWTP. He said that when he became aware of
OWASA’s plan on April 18™ he e-mailed and telephoned the OWASA Board Members saying
OWASA has promised odor elimination and delaying is a contradiction of that promise. He also
stated he received one response from the Board. Mr. Neebe said this delay is frustrating and
disappointing and leaves open the possibility of an even longer delay. He requested that the
Board honor its commitments.

Terri Tyson, Chapel Hill resident, said she is a mother of triplets plus one and that her
latest water bill was $183. She said that because she lives with four teenagers in a household of
six, conserving water is a challenge, however, they did conserve during the drought as OWASA
requested. Now OWASA is punishing customers for conserving water by raising own rates. She
said it is not fair to raise rates 9.75 percent when people are being laid off, or foregoing their
raises. OWASA keeps raising rates whether there is rain or a drought and whether customers
conserve or not. Where are the effective “checks and balances” for OWASA? She requested the
Board show fairness and equity by making allowances for household size and relax the tiered
rate approach. OWASA should serve the public instead of itself and not continue to raise rates.
If rates must be raised, then hold them to the rate of inflation, not the full 9.75 percent.

Paul Urban, Chapel Hill resident, opposed the rate increase. He said it is excessive and
that there should be a freeze on rate increases. Mr. Urban said that OWASA is sixth from the
highest on the utility rate comparison by Triangle J Council of Governments and he hopes that in
the future OWASA can move to sixth from the bottom, which will make OWASA a more
friendly utility.

Jeffrey Daniels, Chapel Hill resident, said he heard positive comments regarding
conservation and that OWASA can do more to conserve water. When conservation is increasing,
it would seem that rates would go down, but rates continue to go up; a 17 percent increase in
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2010 is not sustainable and that does not seem fair or reasonable when conservation is going up.
Mr. Daniels suggested the OWASA Board hire a new consultant to redo the rates.

Frank Rexford, Highland Woods resident, said he was disappointed about the delay in
completing the elimination of odor at the WWTP. He said the Board promised to eliminate odor
in 2004 and while a one year delay is not entirely unreasonable, the Board should keep their
commitment. Mr. Rexford asked if OWASA received a certificate of completion from the Town
of Chapel Hill for the Mason Farm WWTP.

Ray DuBose, Director of Energy Services with UNC, said that since the drought the
University and community have reduced drinking water use. A ceremony was held on May 11,
2009, to celebrate the completion of the Reclaimed Water System project for the community of
Chapel Hill, Carrboro and UNC as well as the State of North Carolina. The University began to
use reclaimed water on April 7™ at the Tomkins Chiller Plant and began using it at the South
Chiller Plant on April 28", The initial usage started after a meticulous commissioning period
and Mr. DuBose expressed appreciation to OWASA staff for working with his staff to get
everything right the first time. The University will begin the use of reclaimed water at the East
Chiller Plant next week; and irrigate Kenan Stadium this summer. Phase II of the reclaimed
water system is under construction to serve the Cobb and UNC Hospital chiller plants in the fall.
Prior to the startup of the reclaimed water system, the potable water consumption at the
University went down (25 percent decrease per square foot since 2003). Mr. DuBose said the
University understands that the rates are what they are. The fact is that since the droughts, the
University and the community has reduced water consumption and when consumption goes
down, rates go up because fixed costs are still there. The University’s budgets are being cut
drastically and the University appreciates OWASA’s cost saving measures.

Mr. Kabrick thanked the University for its conservation efforts and partnering with
OWASA on reclaimed water.

Gary Richman, Highland Woods resident, said that this Board is not the same Board that
committed to eliminate odor in 2004. He summarized OWASA’s odor elimination progress to
date and said that while the work is almost complete (Phase III is pending), there is still work to
do. He said delaying Phase III odor elimination for one year is regrettable, and he requested a
commitment from the Board that the delay of Phase III is only for one year.

William Johnson, Chapel Hill resident, said additional monitoring of the CIP is needed
and may be the reason why the rates need to be increased. Better management of the CIP will
reduce expenses.

Jim Ward, Chapel Hill Mayor pro tem, said that a one year deferral is understandable for
odor elimination at the Mason Farm WWTP but the one year deferral should be coupled with a
promise from the OWASA Board that it will be completed and not pushed out for another year.
Pushing the odor elimination project out to the next five-year CIP is unacceptable. Mr. Ward
said he requested the Chapel Hill Town Mayor and Manager add OWASA’s Special Use Permit
and associated promise to eliminate odor at the Mason Farm WWTP to the agenda for the

4.5



Orange Water and Sewer Authority

May 28, 2009 Draft
Page 6

Council’s June 8" regular meeting; he further requested OWASA representatives attend the June
8™ Council meeting and provide an update to the Council on this matter.

Mr. Kabrick said that the OWASA Board’s intent is to delay the odor elimination project
for one year only, however, if desired, OWASA will be present to update the Council.

Mr. Ward said this topic is important and that he would like to have the conversation with
the Town Council and OWASA representatives on June 8™,

Braxton Foushee said that while the majority of the Board is in favor of odor elimination,
he is not and he will not vote for this project.

Mr. Foushee made a motion to close the concurrent Public Hearings on the Operating
Budget, CIP and proposed rates, fees and charges; the motion was seconded by Mac Clarke, and
carried by unanimous vote. Please see Motion No. 1 above.

Mr. Merklein said it is important for everyone to recognize that OWASA cannot operate
at a loss and a rate increase next year will be needed to make up for lost revenue. Mr. Merklein
suggested that the public view the documentary by Penn State Public Broadcasting, “Liquid
Assets, the Story of our Water Infrastructure.” The original investment made by this utility, like
other utilities in the region, was subsidized by state and federal monies and such aid is no longer
available. OWASA must invest in the CIP to maintain the assets we have.

Joy Preslar said that the Board and staff have worked many hours to keep costs down and
she is pleased with the results.

Alan Rimer observed that people purchase bottled water and what it costs to purchase one
or two bottles of water would purchase 500 gallons of OWASA water. He wondered how many
customers who spoke about rates this evening purchase bottled water. Mr. Rimer said that now
is the time to reinvest in infrastructure and cutting the CIP is unsustainable. OWASA spends its
revenue in a responsible way and Mr. Rimer challenged customers to learn and understand how
rates are developed.

Gene Pease said that this conversation on rates is a good example of why OWASA must
do a better job of educating the public so that everyone understands how OWASA operates and
develops rates.

Mr. Kabrick said that sustainability is balancing between the economic, social and
environmental issues and paying the true cost of the goods you are buying and that is what
OWASA is trying to accomplish.

Ed Kerwin confirmed with the Board that staff will present the same budgets and rates at
the Board’s June 11, 2009 meeting for approval except the deletion of the two percent merit
increase for employees.
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ITEM FOUR: RESOLUTION DESIGNATING DEPOSITORIES, ESTABLISHING
ACCOUNTS, AND DESIGNATING SIGNATORIES FOR ACCOUNTS OF
ORANGE WATER AND SEWER AUTHORITY

Mac Clarke made a motion adopt the resolution; the motion was seconded by Alan Rimer
and unanimously approved. Please see Motion No. 2 above.

ITEM FIVE: MINUTES

Mac Clarke made a motion to approve the Minutes of the April 23, 2009 Board Meeting;
the motion was seconded by Alan Rimer, and carried by unanimous vote. Please see Motion No.
3 above.

ITEM SIX: QUARTERLY FINANCIAL REPORT FOR THE QUARTER ENDED MARCH
31,2009

The Board received this report as an information item.

There being no further business to come before the Board, the meeting was adjourned at
8:25 P.M.

Respectfully submitted,

Draft

Andrea Orbich
Executive Assistant/Clerk to the Board

Enclosures
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ITEM 5

Draft
ORANGE WATER AND SEWER AUTHORITY

MEETING OF THE BOARD OF DIRECTORS

JUNE 11, 2009

The Board of Directors of the Orange Water and Sewer Authority (OWASA) met in
regular session on Thursday, June 11, 2009, at 7:00 P.M., in OWASA’s Community Room.

Directors present: Randy Kabrick, P.E., Chair; Gordon Merklein, Vice Chair; Braxton
Foushee, Secretary; Fred Battle; Michael A. (Mac) Clarke; Gene Pease; and Joyce C. Preslar.
Directors absent: Alan Rimer, P.E.; and William R. Stott.

OWASA staff: Ed Kerwin; John Greene; Mason Crum; Gwen Burston; Jan Bryant-
Berry; Stuart Carson; Patrick Davis; Greg Feller; Damon Forney; Walter Gottschalk; Ed
Holland; Heidi Lamay; Andrea Orbich; Kevin Ray; and Robert Epting, Esq., Epting and
Hackney.

Others present: Meg Holton, Water, Wastewater, and Stormwater Manager, UNC; Ben
Poulson, Assistant Associate Director of Energy Services UNC; JoAnne and Ellie Gottschalk;
Gary Richman and Peg Parker, Highland Woods’ residents; and Beth Velliquette, Chapel Hill
Herald.

There being a quorum present, Chair Randy Kabrick called the meeting to order.

Tkdkddbenk

MOTIONS ACTED UPON

1. Fred Battle made a motion to elect the following officers for corporate year 2008-09:
Randolph (Randy) M. Kabrick, P.E., Chair; Gordon Merklein, Vice Chair; and Braxton Foushee,
Secretary. The motion was seconded by Mac Clarke and carried by unanimous vote.

2. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution of Honoring the Service of Walter P. Gottschalk to Orange Water
and Sewer Authority and the Chapel Hill-Carrboro Community.” (Resolution so titled attached
hereto and made a part of these minutes. Motion by Braxton Foushee, second by Mac Clarke,
and carried by a unanimous vote.)

3. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Amending the Adopted Budget for Orange Water and Sewer
Authority for Fiscal Year 2009 and Amending Adopted Capital Project Resolutions for Water
Supply Improvements and Water Treatment and Distribution Improvements.” (Resolution so
titled attached hereto and made a part of these minutes. Motion by Gene Pease, second by Fred
Battle and carried by unanimous vote.)
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4. Gene Pease made a motion to approve the Minutes of the May 14, 2009 Board
Meeting; the motion was seconded by Fred Battle and carried by unanimous vote.

5. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Adopting Schedule of Rates, Fees, and Charges Applicable to All
Customers on or After October 1, 2009.” (Resolution so titled attached hereto and made a part
of these minutes. Motion by Braxton Foushee, seconded by Gene Pease and carried by a vote of
six to one with Fred Battle opposed.)

6. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Adopting the Annual Budget for Orange Water and Sewer
Authority Fiscal Year July 1, 2009 through June 30, 2010.” (Resolution so titled attached hereto
and made a part of these minutes. Motion by Braxton Foushee, seconded by Gordon Merklein
and carried by a vote of six to one with Mac Clarke opposed.)

7. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Approving Capital Improvements Program for Fiscal Years 2010-
2024 Including Five-Year Capital Improvements Budget for Fiscal Years 2010-2014.”
(Resolution so titled attached hereto and made a part of these minutes. Motion by Braxton
Foushee, seconded by Gordon Merklein and carried by unanimous vote.)

8. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Capital Project Resolution for Water Supply Improvements.” (Resolution so
titled attached hereto and made a part of these minutes. Motion by Braxton Foushee, seconded
by Gordon Merklein and carried by unanimous vote.)

9. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Capital Project Resolution for Water Treatment and Distribution
Improvements.” (Resolution so titled attached hereto and made a part of these minutes. Motion
by Braxton Foushee, seconded by Gordon Merklein and carried by unanimous vote.)

10. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Capital Project Resolution for Wastewater Collection, Treatment and Disposal
Improvements.” (Resolution so titled attached hereto and made a part of these minutes. Motion
by Braxton Foushee, seconded by Gordon Merklein and carried by unanimous vote.)

11. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Capital Project Resolution for Support Services Facility Improvements.”
(Resolution so titled attached hereto and made a part of these minutes. Motion by Braxton
Foushee, seconded by Gordon Merklein and carried by unanimous vote.)

12. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution of Orange Water and Sewer Authority Schedule of Employee
Classification and Authorized Compensation Effective October 1, 2009.” (Resolution so titled
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attached hereto and made a part of these minutes. Motion by Braxton Foushee, seconded by
Fred Battle and carried by unanimous vote.)

sk k k ok sk sk sk ok ok ok

ITEM ONE: ELECTION OF OFFICERS

Mac Clarke reported that the Nominating Committee proposes the following officers for
corporate year 2008-2009:

Randolph M. Kabrick, P.E., Chair
Gordon Merklein, Vice Chair
Braxton Foushee, Secretary

Mac Clarke opened the floor for discussion. There was no discussion.
Fred Battle moved to elect the officers proposed by the Nominating Committee for
corporate year 2009-10. Mac Clarke seconded the motion and it carried by unanimous vote.

(Please see Motion No. 1 above.)

ITEM TWO: ANNOUNCEMENTS

CONFLICT OF INTEREST

Randy Kabrick said any Board member who knows of a conflict of interest or potential
conflict of interest with respect to any item on the agenda tonight is asked to disclose the same at
this time. There were none.

JUNE 25. 2009 BOARD MEETING

Randy Kabrick said the June 25, 2009 OWASA Board of Directors’ meeting has been
canceled; the next regularly scheduled meeting of the Board will be July 9, 2009 in the OWASA
Community Room.

RESOLUTION OF APPRECIATION TO WALTER P. GOTTSCHALK

Randy Kabrick read aloud the resolution honoring the service of Walter P. Gottschalk,
OWASA’s Wastewater Specialist.

The Board and staff expressed sincere appreciation to Mr. Gottschalk for his service to
OWASA.

Braxton Foushee made a motion to adopt the Resolution of Appreciation to Walter P.

Gottschalk; the motion was seconded by Mac Clarke, and carried by unanimous vote. Please see
Motion No. 2 above.
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COMMITTEE MEETINGS

Mason Crum said the Natural Resources Technical Systems (NRTS) Committee met on
June 1, 2009 to discuss the long range water supply plan and biosolids management. The NRTS
Committee endorsed staff’s recommended future water supply plan demand projections, and
staff will update the Committee again with recommendations on near- and long-term actions that
OWASA should undertake in order to meet the drinking water needs of the community through
2060. The Committee also recommended that the Board Chair sign off on a one-page biosolids
information sheet to local elected officials and local governmental staff members. The NRTS
Committee also discussed public outreach efforts on biosolids management. The Committee
believes that while it is understood that uncertainty exists regarding the potential impacts of
some biosolids constituents (and OWASA supports additional research on these impacts),
OWASA'’s overarching message should be clear that a properly managed biosolids recycling
management program is a safe, cost-effective and environmentally responsible way of managing
this inevitable by-product of our community. The NRTS Committee requested that a training
session on biosolids be provided the full Board at a future meeting. The Committee also agreed
with staff’s recommendation to invest no further effort in the 2007 Phase One Draft Biosolids
Master Plan. Instead, the Committee directed staff to proceed with development of a concise
report that focuses on optimization of our current land application and dewatered cake
composting operations, as well as continuing to stay abreast of changes in the regulatory
environment and staying abreast of emerging technologies that may have application in
OWASA’s wastewater treatment process.

CHAPEL HILL TOWN COUNCIL MEETING

Gordon Merklein, Chair of the Finance Committee, updated the Board on discussion at
the June 8™ Chapel Hill Town Council meeting regarding odor elimination improvements at the
Mason Farm Wastewater Treatment Plant. Mr. Merklein reported that OWASA has invested
$8.5 million in Phase I and II of the odor improvements. Phase III of odor improvements has
been delayed to 2011 because of budget and rate challenges. Although no action was requested
by Council, Mr. Merklein said Mayor Kevin Foy requested that OWASA consider an agreement
that sets a date in which OWASA expects to complete the odor elimination improvements and
that an update be provided to the Council on June 22". Mr. Merklein suggested that the
OWASA Board refer this matter to the Board’s Finance Committee working with staff to prepare
a response to the Council. The Board concurred with this recommendation.

WATER CONSERVATION STANDARDS

Ed Kerwin announced that as requested by the OWASA Board, the Towns of Carrboro
and Chapel Hill and Orange County adopted updated Water Conservation Ordinances in June,
2009.
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GENE PEASE
Randy Kabrick thanked Gene Pease for his service to the OWASA Board of Directors as
this is his last meeting as an appointee of the Town of Chapel Hill. A new appointment will be

made by the Council this fall.

ITEM THREE: PETITIONS AND REQUESTS FROM THE PUBLIC

Randy Kabrick asked for petitions and requests from the public; there were none.

ITEM FOUR: PETITIONS AND REQUESTS FROM THE BOARD

Mac Clarke petitioned the Board to formally ask the Carrboro Board of Aldermen to
confirm their lack of interest in acquiring OWASA owned property located north of Jones Ferry
Road and University Lake (formerly the Ray Property) for low impact public recreation; and if
there is no interest from the Board of Aldermen, request the Executive Director to pursue the sale
of the property for development without undue delay.

Staff stated that they support Mr. Clarke’s petition.

Braxton Foushee and Fred Battle are in favor of keeping the property until further study
of the land is concluded.

Gene Pease said that OWASA owes due diligence to the public and that if OWASA has a
nonperforming asset, it should be sold.

The Board referred Mr. Clarke’s petition to an Ad Hoc Committee of the Board to work
with staff to further explore other opportunities for this property.

ITEM FIVE:  PETITIONS AND REQUESTS FROM STAFF

Randy Kabrick asked for petitions and requests from the staff; there were none.

ITEM SIX: UPDATE ON ASPHALT PLANT SOIL REMEDIATION NEAR THE STONE
QUARRY RESERVOIR

The Board received this update as information only.

ITEM SEVEN: SEMIANNUAL STATUS REPORT FOR VARIOUS CAPITAL
IMPROVEMENT PROJECTS INCLUDING THE SEMIANNUAL REPORT
ON COMMUNICATIONS PLANS FOR CAPITAL PROJECTS

The Board received this report as information only.
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ITEM EIGHT: RESOLUTION AMENDING THE ADOPTED BUDGET FOR ORANGE
WATER AND SEWER AUTHORITY FOR FISCAL YEAR 2009 AND
AMENDING ADOPTED CAPITAL PROJECT RESOLUTIONS FOR
WATER SUPPLY IMPROVEMENTS AND WATER TREATMENT AND
DISTRIBUTION IMPROVEMENTS

Gene Pease made a motion to adopt the resolution; the motion was seconded by Fred
Battle and carried by unanimous vote. Please see Motion No. 3 above.

ITEM NINE: MINUTES

Gene Pease made a motion to approve the Minutes of the May 14, 2009 Board Meeting;
the motion was seconded by Fred Battle and carried by unanimous vote. Please see Motion No.
4 above.

ITEM TEN: APPROVAL OF FINANCIAL DECISIONS AND DOCUMENTS FOR
FISCAL YEAR (FY) 2010: A — RESOLUTION ADOPTING SCHEDULE OF
RATES. FEES AND CHARGES APPLICABLE TO ALL CUSTOMERS ON
OR AFTER OCTOBER 1, 2009; B — RESOLUTION ADOPTING THE
ANNUAL BUDGET FOR ORANGE WATER AND SEWER AUTHORITY
FOR FY JULY 1, 2009 THROUGH JUNE 30, 2010; RESOLUTION
APPROVING CAPITAL IMPROVEMENTS PROGRAM FOR FY 2010-2024
INCLUDING A FIVE-YEAR CAPITAL IMPROVEMENTS BUDGET FOR
FY 2010-2014 AND ACCOMPANYING CAPITAL PROJECT
RESOLUTIONS

Fred Battle said he cannot support a rate increase at this time because there are so many
people in the community who cannot afford a rate increase.

Braxton Foushee made a motion to approve the Resolution Adopting the Schedule of
Rates, Fees, and Charges Applicable to All Customers on and After October 1, 2009; the motion
was seconded by Gene Pease and carried by a vote of six to one with Fred Battle opposing.
Please see Motion No. 5 above.

Braxton Foushee said he would like to amend the Annual Budget for Fiscal Year 2009 to
include one more day of recreation at University Lake, particularly since there are only two
places in Orange County that people can fish — University Lake and Cane Creek Reservoir.

John Greene said that adding an additional day of operation at University Lake would
cost OWASA §$600 per day.

Gene Pease said that adding money to a budget that has been cut to mission critical
purposes does not make sense, especially since this additional money is for a small number of
people. Mac Clarke agreed with Mr. Pease.
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Gordon Merklein said that the economic argument does not work because this is a service
that has been provided historically, and it is an expense that can be absorbed.

Braxton Foushee made a motion to approve the Resolution Adopting the Annual Budget
for Orange Water and Sewer Authority for Fiscal Year July 1, 2009 through June 30, 2010 as
Amended to include one additional day of recreation at University Lake. The motion was
seconded by Gordon Merklein and carried by a vote of six to one with Mac Clarke opposing.
Please see Motion No. 6 above.

The Board requested that staff follow-up with those individuals who requested an
additional day of recreation at University Lake.

Mac Clarke commented that while he supports the approving the Capital Improvements
Program (CIP) resolution, the Board cannot continue on this course of reduced funding of the
CIP, and the Board will have to reinvest in the CIP.

Braxton Foushee made a motion to approve the Resolution Approving Capital
Improvements Program for Fiscal Years 2010-2024 Including a Five-Year Capital Improvements
Budget for Fiscal Years 201-2014; the motion was seconded by Gordon Merklein and carried by
a unanimous vote. Please see Motion No. 7 above.

Braxton Foushee made a motion to approve the Capital Project Resolution for Water
Supply Improvements; the motion was seconded by Gordon Merklein and carried by a
unanimous vote. Please see Motion No. 8§ above.

Braxton Foushee made a motion to approve the Capital Project Resolution for Water
Treatment and Distribution Improvements; the motion was seconded by Gordon Merklein and
carried by a unanimous vote. Please see Motion No. 9 above.

Braxton Foushee made a motion to approve the Capital Project Resolution for
Wastewater Collection, Treatment and Disposal Improvements; the motion was seconded by
Gordon Merklein and carried by a unanimous vote. Please see Motion No. 10 above.

Braxton Foushee made a motion to approve the Capital Project Resolution for Support
Services Facility Improvements; the motion was seconded by Gordon Merklein and carried by a
unanimous vote. Please see Motion No. 11 above.

ITEM ELEVEN: RESOLUTION ADOPTING THE SCHEDULE OF EMPLOYEE
CLASSIFICATION AND AUTHORIZED COMPENSATION EFFECTIVE
OCTOBER 1, 2009

Braxton Foushee made a motion to adopt the resolution; the motion was seconded by
Fred Battle and carried by unanimous vote. Please see Motion No. 12 above.
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ITEM TWELVE: UPDATE ON OWASA’S OUTREACH TO MINORITY-OWNED
BUSINESSES

The Board received this update as an information item.

There being no further business to come before the Board, the meeting was adjourned at
8:35 P.M.

Respectfully submitted,

Draft

Andrea Orbich
Executive Assistant/Clerk to the Board

Enclosures
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Figure 6. Potential Raw and Finished Water Pipeline Routes from Jordan Lake to the
OWASA System

It is unlikely that State/Federal regulatory authorities would approve an OWASA-only project or
a project by any other single agency acting on its own. While a joint development project with
cooperating entities would provide economies of scale, OWASA would derive little or no benefit
from sharing the equivalent portion of an Option 3B project (new regional WTP), due to the
additional fixed costs of an additional treatment plant and the excess capacity that will remain at
the existing Jones Ferry Road WTP for decades to come.

Raw water intake, pumping, and transmission facilities developed in partnership with others
appear to represent OWASA'’s least expensive capital option for obtaining Jordan Lake water in
the future, but this could be precluded if the other utilities decide to build a regional WTP and
pump FW, rather than RW, to their respective service areas. Nevertheless, the addition of
Jordan Lake to OWASA'’s water supply “portfolio” — as a source of either raw or finished water
—would provide significant flexibility and redundancy to the overall system.

The eventual form or institutional structure of such a joint arrangement is neither known nor
proposed at this time. Possibilities might include the creation of a new regional Jordan Lake
development entity; an equity partnership similar to the existing Cary-Apex WTP; or a set of
multi-lateral water purchase and sales agreements among individual agencies.

Draft Long-Range Water Supply Plan Update Page | 13
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Jordan Lake Partnership

OWASA is currently participating via Memorandum of Understanding in the Jordan Lake
Partnership with the Towns of Apex, Cary, Hillsborough, Holly Springs, Morrisville, Pittsboro,
the Cities of Durham and Raleigh, and the Counties of Chatham, Orange, and Wake. The
Partnership’s goal is to “collaboratively define Jordan Lake’s role in a long term sustainable and
secure regional water supply for the Research Triangle Region.” Initial Partnership efforts are
focused on gathering, reviewing, and refining relevant water supply and demand information
from members to support a future Jordan Lake Western Intake Preliminary Planning Project.

The analyses and recommendations presented in OWASA’s Long-Range Water Supply Plan
Update Report are not intended to presume, pre-judge, or influence the future findings or
recommendations of the Jordan Lake Partnership, although we recognize that this and other
related information may be of use to those efforts. We also recognize the valuable opportunities
that the Partnership will provide to OWASA for exploring some of these concepts.

Option 4: Permanent Haw River Intake and Pipeline

Permanent facilities to supplement the Cane Creek Reservoir with Haw River water would
provide 7.7 mgd of additional yield and add significant system flexibility and redundancy.

This option would involve the construction of a permanent intake on the Haw River in the
vicinity of Old Greensboro Road; installation of approximately 5 miles of pipeline to the Cane
Creek Reservoir; improvements to the Cane Creek pumping station; and approximately 11 miles
of new pipeline parallel to the existing RW transmission main from Cane Creek to the Jones
Ferry Road WTP (Figure 7). Additional details are provided in Appendix VI11.

Figure 7. Potential Haw River Intake and Pipeline
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Capital and unit costs ($60 million, or $7.7 million per mgd) would be in the same range as those
of the Option 3 Jordan Lake joint development scenario, but a permanent supply from the Haw
River would likely face major additional regulatory and public acceptance challenges, including
Section 401/404 review and the need to reclassify a 10-mile portion of the Haw River from Class
V (“protected as a water supply which is generally upstream and draining to Class WS-IV
waters”) to WS-IV (“suitable as a drinking water source”). Prior to considering such a
reclassification, the NC Environmental Management Commission would require resolutions of
support from the Orange and Alamance County Boards of Commissioners, who exercise
planning and zoning jurisdiction in the potential WS-V Watershed Protected Area, and who
would be required to adopt additional State-mandated land use regulations (Figure 8). We
believe it is unlikely that such support would be forthcoming from both local governments.

Figure 8. Potential Critical and Protected Area Delineations for a Haw River Intake
Near Old Greensboro Road
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Rather than a permanent supply source, it is recommended that OWASA retain the Haw River
option as a worst-case contingency plan for emergency conditions; i.e., for the temporary
installation of Haw River withdrawal, pumping, and above ground pipeline facilities to the Cane
Creek Reservoir if storage in our existing reservoir/quarry system declined to 20 percent or less.

This emergency need will be less critical if OWASA is able to secure permanent access to Jordan
Lake water.

Option SA: Expand OWASA’s Reclaimed Water (RCW) System

RCW use can increase our available water supply to the extent that it replaces existing or future
potable water use. To investigate the potential benefits and costs of expanding RCW treatment
and distribution capacity, OWASA staff evaluated the hypothetical extension of RCW service to
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an area in the vicinity of Highway 54 East, Meadowmont, and the Friday Center. Based on
existing and anticipated development for this area, we estimated that RCW would reduce long-
term potable water use by only 0.25 mgd, and would require a substantial capital investment
($7.7 million, or $30 million per mgd of water savings) to expand RCW treatment and pumping
facilities at the Mason Farm Wastewater Plant and to install new underground infrastructure in
an already developed area. The net present cost of this scenario would be especially high due to
the resulting (permanent) reduction of potable water revenues.

The economic viability of extending the RCW system would be enhanced if the improvements
were funded by third party (non-OWASA) sources, but it is unlikely that this alternative will be
economically feasible even with such support. Additional details are available in Appendix IX.

1t is recommended that OWASA remain “opportunistic” on a case-by-case basis with respect to
additional non-UNC customers who may find it cost-effective to extend or connect to the RCW
system.

Option 5B: Additional Water Conservation Investments

To evaluate the potential benefits and costs of OWASA-funded conservation incentives, we
analyzed the hypothetical replacement of older large volume toilets with high efficiency units.
Water savings of 0.5 mgd would require the replacement of more than 25,000 toilets. With an
assumed OWASA rebate of $200 per unit (based on the experiences and contract service
arrangements of other utilities), the capital costs would be approximately $5.6 million, or $11.3
million per mgd of water savings. Life-cycle costs would be among the highest of the options
evaluated due, in large part, to the permanent reduction of potable water and sewer revenues.

As discussed under 50-Year Demand Projections, substantial increases in water efficiency have
occurred in recent years. These are expected to continue in response to State and local
regulatory requirements, conservation pricing, etc. without further device give-aways or
OWAGSA financial incentives.

It is recommended that OWASA continue to promote water conservation through customer
education, conservation pricing, more stringent water use efficiency standards, and limited
technical assistance, but without any direct financial incentives (subsidies).

Option 5C: Mandatory Water Shortage Restrictions

OWASA successfully reduced water demands during the droughts of 2001-02 and 2007-08
through mandatory use restrictions, including potable water rate surcharges. Although they
effectively lower consumption, mandatory restrictions have the obvious drawbacks of
inconvenience and hardship on customers and significant loss of OWASA water and sewer
revenues.

Reducing demand through mandatory restrictions is achieved at a net cost of $8.40 in unrealized
water and sewer revenue for every thousand gallons of water saved (i.e., adjusted for surcharge
revenues and avoided treatment costs). This is nearly three times the cost of achieving the same
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effective reduction through the purchase of water at a net cost of $3.00 per thousand gallons.
(See Option 6 below and Appendices X and XI for additional details.)

Option 6: Purchase Water from Neighboring Suppliers

OWASA'’s existing interconnections provide the capacity to receive a total of about 9 mgd of
treated water from Durham and Hillsborough (Table 1).

Table 1. Interconnection Capacities Among Neighboring Utilities

OWASA to Durham 5 mgd
Durham to OWASA 7 mgd
OWASA to Hillsborough 2 mgd
Hillsborough to OWASA 2 mgd
Chatham County to OWASA 1 mgd
OWASA to Chatham County 0

Durham to Chatham County * 2 mgd
Durham to Hillsborough 1 mgd
Durham to Cary * **

Cary to Durham * 10 mgd

* Upon completion of projects currently underway
** Information to be provided with next draft

At an assumed cost of $3.00 per thousand gallons (2009), temporary purchases (e.g., from Cary
via Durham) offer a cost-effective option compared to the capital-intensive development of a
new supply source. This is especially true for the infrequent and limited amounts of water that
OWASA is expected to need during the next 25 or more years. It is more cost-effective to
reduce the drawdown of OWASA'’s reservoirs (equivalent to supplementing the supply) by
purchasing available water than by implementing additional water use restrictions. Purchases
offer an additional degree of fiscal control by enabling the supplemental source to be effectively
turned on or off as needed, in contrast to mandatory restrictions, whose residual effects on
customer behavior (and on water/sewer revenues) persist substantially longer than the temporary
need for reduced consumption.

If sufficient water is available from other sources, it is recommended in the future that OWASA
purchase water before declaring a Water Supply Shortage in order to minimize the
inconvenience and potential hardship of additional use restrictions and rate surcharges on
OWASA customers and to moderate the financial effects on OWASA.

Such arrangements also provide important mutual support during maintenance or failure of
critical facilities, extreme weather, or other unforeseen/emergency circumstances. The reliable
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availability of supplemental water from neighboring utilities requires the development of secure
and permanent purchase/sale/conveyance agreements. Additional information about purchases is
available in Appendix XII.

OWASA is a party to the 2001 Water and Sewer Management, Planning and Boundary
Agreement adopted by the Towns of Carrboro, Chapel Hill, Hillsborough, and Orange County.
In its present form, the Agreement places certain constraints on the purchase and sale of water
across jurisdictional boundaries. If necessary, OWASA will seek modifications to the
Agreement to better reflect the important role that water purchases and sales may play in our
long-range water supply future.

It is recommended that OWASA engage in discussions with neighboring utilities about
agreements that will secure the permanent ability to purchase and sell water under appropriate
conditions of supply and demand. Continued participation in the Jordan Lake Partnership will
offer valuable opportunities to explore such arrangements.

Option 7: Expand Cane Creek Reservoir by Constructing a New Dam

This option would provide 5 mgd of additional yield by raising the Cane Creek Reservoir’s
existing water level by 20 feet, thereby increasing its usable storage to 6 BG; expanding the
capacity of the Cane Creek pumping station; and constructing approximately 11 miles of new
pipeline parallel to the existing RW line from Cane Creek to the Jones Ferry Road WTP.
OWASA’s 2001 Comprehensive Water and Sewer Master Plan considered accomplishing this
with modifications to the existing Cane Creek dam and spillway, but Hazen and Sawyer’s recent
review determined that “it is unlikely that the existing dam and gated spillway could be modified
to increase its structural height by the required amount” (Appendix XII1).

This option would therefore require the construction of a new dam directly downstream of the
existing Cane Creek dam and would cost nearly $130 million ($25 million per mgd). It would
involve formidable regulatory, environmental, and political obstacles, including the acquisition
of approximately 450 acres of privately owned land, relocation of at least one public road, and
preparation of an EIS. This proposal would likely face vigorous and widespread public
opposition similar to what was encountered for the original Cane Creek project.

No new evidence has been found to improve the low preferential ranking that this option
received in OWASA’s 2001 Comprehensive Water and Sewer Master Plan. It is recommended
that the expansion of the Cane Creek Reservoir not be considered in any future reviews of
OWASA water supply options.

Option 8: Expand University Lake by Constructing A New Dam

This option would provide 4.7 mgd of additional yield by increasing University Lake’s usable
storage to 3 BG with a new dam constructed about 400 feet downstream of the existing dam.
This would raise University Lake’s water level by 22 feet and would require the construction of
new intake and pumping facilities to replace the existing ones, which would be inundated upon
project completion. Although it would provide additional yield, this option would not add
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substantial flexibility or redundancy to the overall system if another major supply source or
transmission component were out of service.

Figure 9. University Lake

As with the Option 7 expansion of the Cane Creek Reservoir, implementation would involve
formidable regulatory, environmental, and political obstacles, including:

Permission by UNC and the NC Council of State;
Permanent inundation of approximately 260 additional acres of land;

Acquisition of at least 270 additional acres of land, including all or portions of 60 private
lots, at least 5 residential buildings, and the UNC Francis Owen animal research facility;

Five road relocations;
Relocation of all existing OWASA recreational facilities;
Probable impacts to wetlands and other environmentally sensitive lands; and

Preparation of a detailed Environmental Impact Statement (EIS) as required by the
National Environmental Policy Act (NEPA).

Estimated capital costs would exceed $100 million ($23 million per mgd) and are among the
highest of the options evaluated. Additional information is available in Appendix XIV.

No new evidence has been found to improve the low preferential ranking that this received in
OWASA’s 2001 Comprehensive Water and Sewer Master Plan. It is recommended that the
expansion of University Lake not be considered in any future reviews of OWASA water supply
options.
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Option 9: Dredge Sediment from University L ake

This option would involve the removal, stockpiling, dewatering, and relocation of approximately
700,000 cubic yards of accumulated sediment (equivalent to ~125 MG of storage capacity) from
University Lake. This would provide an additional yield of only 0.2 mgd and would cost an
estimated $37 million (or $180 million per mgd of additional yield). Site constraints and the
overall scale of this project would likely require phasing over a period of two or more years and
would involve heavy and sustained vehicular traffic for the relocation of sediment removed from
the lake. Additional details are available in Appendix XV.

Due to the negligible water supply benefits and extremely high financial and environmental
costs, it is recommended that dredging accumulated sediment from University Lake not be
considered in any future reviews of OWASA water supply options.

Option 10: Construct A Dam and Reservoir on Sevenmile Creek

A reservoir on Sevenmile Creek south of 1-85 and west of Hillsborough could provide 4 mgd of
additional yield to OWASA, but the financial, legal, regulatory, and political hurdles of this
option render it unsuitable for further consideration.

Capital costs would likely exceed $115 million ($29 million per mgd), including substantial
amounts to respond to regulatory and legal challenges. A large portion of the 1,000+ acres of
land needed for this project is currently owned by Orange County and has been designated for
eventual use as a nature preserve. In addition to strenuous public opposition, this project would
face a major regulatory hurdle in obtaining interbasin transfer certification from the NC
Environmental Management Commission due to the transfer of water from the Neuse to the Cape
Fear River Basin. Additional details are available in Appendix XVI.

The creation of an OWASA reservoir on Sevenmile Creek is not feasible and should not be
considered in any future reviews of future water supply options.

Summary of Options

Table 2 presents a qualitative overview of the options, benefits and costs as follows:

Adequate Yield: Does the option, by itself, provide enough water to meet customer needs
during hypothetical drought conditions under the Expected or High Demand projections?

Flexibility, Redundancy: Does the option add significant flexibility or reliability to the
OWASA'’s overall supply system if another major supply source or transmission component
were temporarily out of service?

Financial Cost: NPC per thousand gallons needed to satisfy projected water supply deficits
during drought conditions. High, Medium, and Low indicate relative values among the options.
Actual dollar values are presented in Table 3.
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Environmental and Regulatory/Political: The High, Medium, and Low indicators reflect the
overall challenges described in the preceding narrative summaries.

Table 2. Summary of Options, Benefits, and Costs

Adequate Yield? More Costs and Challenges
Option Expected | High Flexibility, Financial | ENViron- | Regulatory
Demand | Demand | Redundancy? mental /Political

1A Expandgd Quarry Yes No No Low Low Low
Reservoir (Shallow)

1B Expandt_ed Quarry Yes Yes No Medium Low Low
Reservoir (Deep)
Jordan Lake . . .

2 (OWASA only) Yes Yes Yes High Medium High

3 Jordan LaI§e Yes Yes Yes Medium | Medium High
(Partnership)

4 | HawRiver to Cane Yes Yes Yes Medium | Medium |  High
Creek Reservoir

5A | Expand RCW System No No No Medium | Medium Low
Additional

5B Conservation No No No Medium Low Low
Investments
Water Supply

5C Shortage Restrictions No No No Low Low Low
Purchase Water from .

6 Neighboring Suppliers Yes Yes Yes Low Low Medium

7 EXpa”d.ca”e Creek Yes Yes No High High High

eservoir

g | Bxpand University Yes Yes No High High High
Lake
Dredge University . . .

9 Lake No No No High High High
Sevenmile Creek, New . . .

10 Dam and Reservoir Yes Yes Yes High High High

Table 3 summarizes the net present life-cycle costs of each option assuming the High Demand
projections.  Additional information is provided in Appendix I, with more technical and
financial detail in Appendices V through XVI.

NPCs for each option are based on the total volume of water needed to meet projected water
supply deficits during the 50-year planning period. Costs are expressed as 2009 dollars per
1,000 gallons. Deficits were calculated by applying the following assumptions to the High future
demand projections:

e Existing supply system in place through 2035
Yield = 9.8 mgd, with 30% storage reserve ?

e Expanded quarry (shallow version) in service in 2036
Yield = 11.8 mgd, with 30% storage reserve ®

e 2001-02 drought of record recurs 9 times (at 5-year intervals) from 2015-2055

e Customer demands through 2060 follow the High Projection scenario
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o Deficits represent the difference between projected demands and system yield in a given
time period ®

% (NPC values presented in subsequent drafts of this report will be based on deficits
calculated from water volumes needed to avoid exceeding the 2.5% risk threshold. Those
data are not yet available for the 2036-2060 period, but are expected to indicate
somewhat greater supply deficits and lower unit costs than reported in this draft. No
change is expected in the relative differences among the individual options.)

Although the hypothetical recurrence of 9 historically severe droughts and an unlikely increase
in customer demand represents an extremely conservative 50-year supply and demand scenario,
we believe it is a prudent approach for assessing OWASA’s long-range options. If the high
demands and associated deficits indicated by this analysis do not occur, then the need for future
water supply supplements can be further deferred.
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complete this report later this year. Staff will also continue to closely monitor changes
in the regulatory environment and will stay closely abreast of emerging technologies
and partnership opportunities that may have application to OWASA’s program.

e We have commenced work on a capacity and optimization analysis of our wastewater
treatment plant (WWTP) operation. While the primary purpose of this study is to
determine the timing, costs and scope of future capital needs at the WWTP, this report
will also provide information essential to our shorter and long-term biosolids
management planning efforts. Specific items that will be addressed include a detailed
assessment of the impacts that the filtrate from our dewatering operation will have on
the plant at future loadings, and determining the volumes of biosolids that we can
expect to be generated as our community continues to grow.

Additionally, as John Greene offered in his July 6, 2009 e-mail, if there are any members of the
Board that would like to see our biosolids management operations first hand, I would be happy to
schedule a time to show you any aspects of our operation that might be of interest to you whenever
your schedule allows (realizing our land application operations are highly weather dependent). If
you would like a tour or have any questions please feel free to contact me at dforney(@owasa.org or
537-4352.

Damon Forney
Wastewater Treatment and Biosolids Recycling Manager
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