)

ORANGE WATER AND SEWER AUTHORITY

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

IOWASA
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AGENDA
MEETING OF THE OWASA BOARD OF DIRECTORS
THURSDAY, OCTOBER 27, 2011, 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 contact the Clerk to the Board at 537-4217 or
aorbich@owasa.org.

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.
2. Announcements by Board Members
A. Update on the October 27, 2011 Finance Committee meeting (Amy Witsil)
3. Announcements by Staff
A. Ken Loflin, Water Supply and Treatment Manager, Operator of the Year from the North
Carolina Waterworks Operators Association (John Greene)
B. From the Association of Metropolitan Water Agencies OWASA received a Platinum Award
for Utility Excellence (Ed Kerwin)
C. OWASA Employee Service Awards (Ed Kerwin)

Petitions and Requests

1. Public

2. Board

3. Staff

CONSENT AGENDA

Information and Reports
1. Quarterly Report on Attendance at Board of Directors Meetings (Andrea Orbich)

Action
2. Approval of the Minutes of the September 8, 2011 Meeting of the Board of Directors (Andrea
Orbich)

3. Approval of the Minutes of the September 22, 2011 Annual Meeting of the Board of Directors
(Andrea Orbich)

4. Approval of the Minutes of the September 22, 2011 Closed Session of the Board of Directors
for the Purpose of Discussing a Personnel Matter (Fred Battle)

REGULAR AGENDA

Information and Reports
5. Financial Report for the Three Month Period Ended September 30, 2011 (Stephen Winters)

Discussion
6. Annual Review and Update of Strategic Trends and Master Plan Issues (Ed Holland)

CLOSED SESSION
7. Closed Session for the Purpose of Discussing a Personnel Matter (Fred Battle)
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ITEM 1

ORANGE WATER AND SEWER AUTHORITY - QUARTERLY REPORT

ATTENDANCE AT BOARD OF DIRECTORS MEETINGS

BOARD OF

AuGusT 2011

SEPTEMBER 2011

August 25 Board (Meeting)

September 8 Board (Excused)
September 22 Board (Meeting)

August 25 O&E (Meeting)
August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 Board (Excused)

August 25 O&E (Meeting)
August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 O&E (Meeting)
September 22 Board (Meeting)

August 25 O&E (Meeting)
August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 O&E (Meeting)
September 22 Board (Meeting)

August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 Board (Meeting)

DIRECTORS LA
ggARII;ON MERKLEIN July 28 Board (Meeting)
ALAN RIMER July 13 O&E (Excused)
VICE CHAIR July 28 Board (Meeting)
g}{:\g{gf‘fg July 28 Board (Meeting)
Frep BaTrLE Jy 28 Bosrd (Mectng
TERRI BUCKNER
WILL RAYMOND July 28 Board (Meeting)

August 25 O&E (Meeting)
August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 O&E (Meeting)
September 22 Board (Meeting)

DANA STIDHAM July 28 Board (Meeting)

August 25 O&E (Meeting)
August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 O&E (Excused)
September 22 Board (Excused)

JOYCE PRESLAR July 28 Board (Meeting)

July 13 O&E (Meeting)

WILLIAM STOTT July 28 Board (Meeting)

August 25 O&E (Excused)
August 25 Board (Meeting)

September 8 Board (Excused)
September 22 O&E (Excused)
September 22 Board (Excused)

July 13 O&E (Meeting)

JOHN A. YOUNG July 28 Board (Meeting)

August 25 O&E (Meeting)
August 25 Board (Meeting)

September 8 Board (Meeting)
September 22 O&E (Meeting)
September 22 Board (Meeting)

TOTAL
MEETINGS 2
HELD:

Board — Board of Directors

FC — Finance Committee

HR — Human Resources Committee

O&E — Outreach and Education Committee

NRTS — Natural Resources/Technical Systems Committee

SEPTEMBER 30, 2011
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ITEM 2

Draft

ORANGE WATER AND SEWER AUTHORITY
MEETING OF THE BOARD OF DIRECTORS

SEPTEMBER 8, 2011

The Board of Directors of the Orange Water and Sewer Authority (OWASA) held a
regular business meeting on Thursday, September 8, 2011, at 7:00 P.M., in OWASA’s
Community Room at 400 Jones Ferry Road, Carrboro.

Directors present: Alan Rimer, Vice Chair; Amy Witsil, Secretary; Fred Battle; Joyce C.
Preslar; Will Raymond; Dana Stidham; and John A. Young. Directors absent: Gordon Merklein,
Chair; and William Stott.

OWASA staff: Ed Kerwin; John Greene; Mason Crum; Patrick Davis; Greg Feller; Ed
Holland; Rachel Monschein; Andrea Orbich; Stephen Winters; and Robert Epting, Esq., Epting
and Hackney.

Others present: Ben Poulson, Associate Director of Energy Services, and Meg Holton,
Water, Wastewater, and Stormwater Manager of the University of North Carolina at Chapel Hill.

There being a quorum present, Vice Chair Alan Rimer called the meeting to order.

*kkhkhkhkkhkkx

MOTIONS ACTED UPON

1. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Authorizing the Executive Director to Determine Appropriate Staff
Representatives for the Board of Directors of the Upper Cape Fear River Basin Association.”
(Resolution so titled attached hereto and made a part of these minutes. Motion by Will
Raymond, second by Fred Battle, and carried by a unanimous vote.)

2. Will Raymond made a motion to approve the Minutes of the August 25, 2011 Closed
Session of the Board of Directors regarding the settlement of a potential claim; the motion was
seconded by Fred Battle, and carried by unanimous vote.

3. Will Raymond made a motion to approve the Minutes of the August 25, 2011 Closed
Session of the Board of Directors for the purpose of discussing a personnel matter; the motion
was seconded by Fred Battle, and carried by unanimous vote.

4. Amy Witsil made a motion the Board convene in Closed Session for the purpose of

discussing a personnel matter; the motion was seconded by Fred Battle, and carried by
unanimous vote.

EE I i S S S S
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Orange Water and Sewer Authority
September 8, 2011
Page 2

ITEM ONE: ANNOUNCEMENTS

CONFLICT OF INTEREST

Alan Rimer 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.

RESOLUTION OF APPRECIATION

Fred Battle made a motion to approve the Resolution Honoring the Service of Mr. Sandy
Beckham on the Occasion of his Retirement from the Orange Water and Sewer Authority After
Serving the Community for Thirty-Two years; the motion was seconded by Will Raymond and
carried by unanimous vote. Please see Motion No. 1 above.

COMMITTEE MEETINGS

Ed Kerwin said that the Outreach and Education Committee will met on Thursday,
September 22, 2011 at 5:30 P.M. in the First Floor Conference Room at Chapel Hill Town Hall
to discuss a Draft Public Engagement Program.

ITEM TWO: PETITIONS AND REQUESTS

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

ITEM THREE: ANNUAL REPORT ON THE TASTE OF HOPE CUSTOMER ASSISTANCE
PROGRAM FOR FISCAL YEAR 2011 WITH COMPARATIVE DATA
FROM PREVIOUS YEARS

The Board received this item as an information item and requested that this report be
provided on the regular agenda at the Board’s Annual Meeting in September beginning in 2012.

ITEM FOUR: RESOLUTION AUTHORIZING THE EXECUTIVE DIRECTOR TO
DETERMINE APPROPRIATE STAFF REPRESENTATIVES FOR THE
BOARD OF DIRECTORS OF THE UPPER CAPE FEAR RIVER BASIN
ASSOCIATION

Will Raymond made a motion to adopt the resolution; the motion was seconded by Fred
Battle and carried by unanimous vote. Please see Motion No. 2 above.

ITEM FIVE: MINUTES

Will Raymond made a motion to approve the Minutes of the August 25, 2011 Closed
Session of the Board of Directors regarding the settlement of a potential claim; the motion was
seconded by Fred Battle, and carried by unanimous vote. Please see Motion No. 2 above.
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Orange Water and Sewer Authority
September 8, 2011
Page 3

Will Raymond made a motion to approve the Minutes of the August 25, 2011 Closed
Session of the Board of Directors for the purpose of discussing a personnel matter; the motion
was seconded by Fred Battle, and carried by unanimous vote. Please see Motion No. 3 above.

ITEM SIX: MASON FARM WASTEWATER TREATMENT PLANT PHASE 111 ODOR
CONTROL AND AERATION SYSTEM IMPROVEMENTS — DESIGN,
BIDDING, AND CONSTRUCTION ADMINISTRATION AND INSPECTION
SERVICES

The Board received this item as an information item.

ITEM SEVEN: CLOSED SESSION

Amy Witsil made a motion that the Board convene in Closed Session for the purpose of
discussing a personnel matter; the motion was seconded by Fred Battle, and carried by
unanimous vote. Please see Motion No. 4 above.

There being no further business to come before the Board, the meeting was adjourned at
8:00 P.M.

Respectfully submitted,

Draft

Andrea Orbich
Executive Assistant/Clerk to the Board

Enclosures
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Draft

ORANGE WATER AND SEWER AUTHORITY
ANNUAL MEETING OF THE BOARD OF DIRECTORS

SEPTEMBER 22, 2011

The Board of Directors of the Orange Water and Sewer Authority (OWASA) held their
Annual Meeting on Thursday, September 22, 2011, at 7:00 P.M., at the Chapel Hill Town Hall,
405 Martin Luther King Jr Boulevard.

Directors present: Gordon Merklein, Chair; Amy Witsil, Secretary; Fred Battle; Terri
Buckner; Will Raymond; and John A. Young. Directors absent: Alan Rimer, Vice Chair; Dana
Stidham; and William Stott.

OWASA staff: Ed Kerwin; John Greene; Mason Crum; Patrick Davis; Greg Feller;
Stephanie Glasgow; Heidi Lamay; Andrea Orbich; Dan Przybyl; Kelly Satterfield; Stephen
Winters; and Robert Epting, Esq., Epting and Hackney.

Others present: Michael Clarke; Braxton Foushee; Joyce Preslar; Mark Chilton, Mayor of
the Town of Carrboro; Minister Robert Campbell, Rogers-Eubanks Neighborhood Association;
Ben Poulson, Associate Director of Energy Services, and Meg Holton, Water, Wastewater, and
Stormwater Manager of the University of North Carolina at Chapel Hill; J.P. Jones, Aaron Smith
and Corey Abbott of Martin, Starnes & Associates.

There being a quorum present, Chair Gordon Merklein called the meeting to order.

*kkhkhkhhkikkx

MOTIONS ACTED UPON

1. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution of Appreciation to Braxton Foushee.” (Resolution so titled attached
hereto and made a part of these minutes. Motion by John Young, seconded by Amy Witsil, and
unanimously approved.)

2. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution of Appreciation to Michael A. (Mac) Clarke.” (Resolution so titled
attached hereto and made a part of these minutes. Motion by John Young, seconded by Will
Raymond, and unanimously approved.)

3. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution of Appreciation to Joyce C. Preslar.” (Resolution so titled attached
hereto and made a part of these minutes. Motion by Fred Battle, seconded by Will Raymond,
and unanimously approved.)
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Orange Water and Sewer Authority
September 22, 2011 Draft
Page 2

4. Fred Battle made a motion to approve the Minutes of the August 25, 2011 Board
Meeting; the motion was seconded by John Young, and carried by unanimous vote.

5. Fred Battle made a motion to approve the Minutes of the September 8, 2011 Closed
Session of the Board; the motion was seconded by John Young, and carried by unanimous vote.

6. BE IT RESOLVED THAT the Orange Water and Sewer Authority adopt the
resolution titled “Resolution Reappointing Robert Epting as General Counsel to the Orange
Water and Sewer Authority.” (Resolution so titled attached hereto and made a part of these
minutes. Motion by Will Raymond, seconded by Terri Buckner, and unanimously approved.)

7. Fred Battle made a motion that the Board convene in a Closed Session for the

purpose of discussing a personnel matter; the motion was seconded by John Young, and carried
by unanimous vote.

R i i i

ITEM ONE: ANNOUNCEMENTS

CONFLICT OF INTEREST

Gordon Merklein 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.

RESOLUTION OF APPRECIATIONS

Gordon Merklein read aloud the resolutions of appreciation honoring the service of
former OWASA Board members Braxton Foushee, Michael A. (Mac) Clarke and Joyce (Joy)
Preslar.

The Board expressed their sincere appreciation to Mr. Foushee, Mr. Clarke and Mrs.
Preslar for their leadership and service to OWASA.

John Young made a motion to approve the Resolution of Appreciation to Braxton
Foushee; the motion was seconded by Amy Witsil and unanimously approved. Please see
Motion No. 1 above.

John Young made a motion to approve the Resolution of Appreciation to Michael A.
(Mac) Clarke; the motion was seconded by Will Raymond and unanimously approved. Please
see Motion No. 2 above.

Fred Battle made a motion to approve the Resolution of Appreciation to Joyce (Joy)

Preslar; the motion was seconded by Will Raymond and unanimously approved. Please see
Motion No. 3 above.
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Orange Water and Sewer Authority
September 22, 2011 Draft
Page 3

COMMITTEE MEETINGS

Will Raymond said that the Outreach and Education Committee met before the Board
meeting to discuss a draft presentation outline that focuses on OWASA’s branding program. The
key elements of the OWASA brand include: a national leader in drinking water quality and
wastewater management; excellent customer service in all that we do — such that customers
would choose OWASA if they had free choice; and trusted steward of the community,
environmental, and financial resources we manage. Other topics include: affordable housing,
educate students in the community and adding Neighbors for Responsible Growth to the list of
community groups. Mr. Raymond urged Board members that have suggestions to please submit
those suggestions to the Committee.

FESTIFALL

Will Raymond announced that Chapel Hill will hold its annual Festifall Arts Festival on
Sunday, October 2, 2011 from noon until 6:00 P.M. on Franklin Street.

PROJECT CONNECT

Will Raymond said that Project Connect Orange County, formerly known as Project
Homeless Connect, is an organization looking for volunteers; additional information can be
found at www.phc-orange.org.

ITEM TWO: PETITIONS AND REQUESTS FROM THE PUBLIC

The Board received a petition from Carrboro Mayor Mark Chilton requesting that
OWASA take over operation and maintenance of the private sewer line serving several
properties along part of East Main Street after the owners complete the necessary repairs; and
that to the extent OWASA contributed to the cost of providing public sewer to the Mt. Bolus,
Piney Mountain and other neighborhoods, OWASA should do the same for the Main Street
property owners.

Gordon Merklein thanked Mayor Chilton for attending the meeting and the petition was
referred to staff.

The Board also received a petition from Minister Robert Campbell on behalf of the
Rogers-Eubanks Neighborhood Association for information, possibly a community meeting or
workshop, on potential costs and locations for public water and sewer extensions to the Rogers
Road and Eubanks community.

The Board deferred this petition until information is received from the Orange County
Board of Commissioners following their business meeting on October 4, 2011. The Board’s
Outreach and Education Committee will consider options for a community meeting to educate
the Rogers Road and Eubanks community regarding OWASA’s policies and procedures.
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Orange Water and Sewer Authority
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ITEM THREE: PETITIONS AND REQUESTS FROM THE BOARD

Will Raymond requested an educational presentation at a future Board meeting on hydro-
fracking, which extracts natural gas from underground shale.

This petition was referred to staff.

ITEM FOUR:  PETITIONS AND REQUESTS FROM STAFF

Gordon Merklein asked for petitions and requests from staff; there were none.

ITEM FIVE: PRESENTATION OF ANNUAL REPORT

Ed Kerwin said that OWASA operated in full compliance with Federal and State
requirements for the operation of the water and wastewater systems for last Fiscal Year and that
the Jones Ferry Road Water Treatment Plant (WTP) is the ninth utility in the United States and
first in North Carolina to receive the Excellence in Water Treatment Award from the Partnership
for Safe Water. This award signifies optimization of the WTP and is an example of OWASA’s
continuous improvement culture.

Mr. Kerwin said the Engineering Department has completed detailed engineering studies
on the 420 miles of water distribution pipes and the 336 miles of wastewater collection pipes that
serve customers. The studies concluded that OWASA’s infrastructure is in good shape. Another
study at the Mason Farm Wastewater Treatment Plant (WWTP) resulted in process modifications
that improved performance and reduced operating costs. He also reported that OWASA is also
prepared to meet new nutrient removal requirements for Jordan Lake and that the WWTP’s
capacity is adequate through 2030.

Twelve percent of OWASA’s customers are using the new on-line billing feature which
was implemented in Fiscal Year 2011; all customers are encouraged to consider paperless billing
by visiting OWASA’s website at www.owasa.org. OWASA is committed to being a national
leader in drinking water quality and wastewater management. The water supply is adequate and
we are working to secure our Jordan Lake allocation. OWASA is financially sound and future
rate increases are expected to be lower than in recent years. Customers are encouraged to
participate in our Taste of Hope customer assistance program. All Taste of Hope donations are
routed through the Interfaith Council to help those in need.

Stephen Winters said that this year’s audit was performed by Martin, Starnes &
Associates. The success of this audit is a testament to the entire OWASA team and it is a
positive reflection on the Finance and Customer Service staff. Mr. Winters thanked his staff for
the job well done. The financial results the auditors will report are the same as the results
provided in August when staff presented OWASA’s unaudited financial information.
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Mr. Winters said that agenda information included a draft of OWASA’s Comprehensive
Annual Financial Report; it will be finalized following minor presentation-type changes but the
numbers in the report will not change.

OWASA’s financial condition is very good following a few difficult years of droughts
and double-digit rate increases. Reserves are where they need to be, financial performance goals
are being met and projected rate increases over the next several years are expected to be near the
rate of inflation.

Mr. Winters then introduced J.P. Jones, Audit Manager from Martin, Starnes &
Associates. Noting that this is Martin, Starnes’ first year performing OWASA’s audit, he said the
firm has extensive experience working with North Carolina local governments. He further stated
that OWASA was pleased with the services the firm delivered.

Mr. Jones said OWASA received an unqualified opinion that the financial statements
fairly present OWASA’s financial operations and position and can be relied upon by third
parties, citizens, underwriters and bond holders. He stated that no significant deficiencies in
internal control were identified.

ITEM SIX: MINUTES

Fred Battle made a motion to approve the Minutes of the August 25, 2011, Meeting of the
Board of Directors; the motion was seconded by John Young and carried by unanimous vote.
Please see Motion No. 4 above.

Fred Battle made a motion to approve the Minutes of the September 8, 2011, Closed
Session of the Board of Directors; the motion was seconded by John Young and carried by
unanimous vote. Please see Motion No. 5 above.

ITEM SEVEN: DRAFT BRANDING PROGRAM FOR OUTREACH AND EDUCATION

Ed Kerwin said that defining OWASA’s Brand is an objective in the Board’s adopted
Goal Statements and Objectives for Outreach and Education. OWASA’s brand represents what
customers can count on from OWASA. OWASA will focus on the following key elements:

o National leader in drinking water quality and wastewater management

e Excellent customer service in all that we do — such that customers would choose
OWAGSA if they had free choice

e Trusted steward of the community, environmental, and financial resources we
manage

The next step in the Outreach and Education Committee’s work is developing a Public
Engagement and Dialogue Program; discussion began at the Committee meeting earlier this
evening.
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The Board concurred with the Outreach and Education Committee’s recommendation.

ITEM EIGHT: PROGRESS REPORT ON OWASA'’S STRATEGIC PLAN

Gordon Merklein requested the Finance Committee review the Strategic Plan and make
recommendations to full Board for consideration at a future meeting.

ITEM NINE: RESOLUTION REAPPOINTING ROBERT EPTING AS GENERAL
COUNSEL TO THE ORANGE WATER AND SEWER AUTHORITY

Will Raymond made a motion to adopt the resolution; the motion was seconded by Terri
Buckner and carried by unanimous vote. Please see Motion No. 6 above.

ITEM TEN: CLOSED SESSION

Fred Battle made a motion that the Board convene in a Closed Session for the purpose of
discussing a personnel matter; the motion was seconded by John Young, and carried by
unanimous vote. Please see Motion No. 7 above.

There being no further business to come before the Board, the meeting was adjourned at
9:30 P.M.

Respectfully submitted,

Draft

Andrea Orbich
Executive Assistant/Clerk to the Board

Enclosures
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ITEM 4

DRAFT

ORANGE WATER AND SEWER AUTHORITY
CLOSED SESSION OF THE BOARD OF DIRECTORS

SEPTEMBER 22, 2011

The Board of Directors of Orange Water and Sewer Authority met in Closed

Session on Thursday, August 25, 2011, following the regularly scheduled meeting of the
Board of Directors.

Directors present: Gordon Merklein, Chair; Amy Witsil, Secretary; Fred Battle;
Terri Buckner; Will Raymond; and John A. Young.

Directors absent: Alan Rimer, P.E., Vice Chair; Dana Stidham; and William Stott,
II.

*kkhkhkhkkhhhkikk

ITEM ONE

The Board of Directors met in Closed Session for the purpose of evaluating the
annual performance of OWASA’s Executive Director for the previous fiscal year.

No official action was taken at the meeting.

DRAFT

Fred Battle, Chair
Human Resources Committee
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ITEM 5

AGENDA ITEM

e FINANCIAL REPORT FOR THE THREE MONTH PERIOD ENDED
SEPTEMBER 30, 2011

PURPOSE

e To inform the Board of Directors of OWASA’s financial performance and fiscal position.

BACKGROUND

e The financial report is comprised of a Statement of Net Assets (Balance Sheet), an
Income Statement that includes a budget to actual comparison, graphical presentations of
financial performance indicators and a Financial Management Policy Report Card.

e Highlights of the report include the following:

e Operating Revenues for the quarter exceeded budget by about $400,000 or 4%.
e Operating Expenditures were about $350,000 less than budget or 7%.

e Non-operating Income exceeded budget for the three month period by approximately
$200,000 or 92%.

e Net Income less Debt Service was 31% over budget or roughly $1 million.

e Capital Improvement Program expenditures were approximately $1 million or 47%
less than budget.

e The Finance Committee will review this information in a meeting to be held just prior to
the October 27, 2011 Board Meeting.

ACTION NEEDED

e Receive and discuss the Financial Report for the three month period ended September 30,
2011.

October 27, 2011
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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 L
FROM: Stephen Winters, CPA
DATE: October 21, 2011
SUBJECT: Financial Report for the three month period ended September 30, 2011
Purpose

The financial report for the three month period ended September 30, 2011 is presented to inform the
Board of Directors of OWASA'’s financial position and financial performance in relation to budget. This
report is unaudited and is substantially complete in terms of economic resource reporting (budgeted
receipts and disbursements).

Contents
Statement of Net Assets (Balance Sheet)
Income Statement
Graphs of Key Performance Indicators
Financial Management Policy Report Card

Fiscal Performance

e Potable water sales for the quarter averaged about 7.15 million gallons per day (MGD) compared
to a projected 7.33 MGD.

e Even though actual water sales on an MGD basis was less than projected, combined water and
sewer revenue for the quarter was approximately $500,000 greater than budget. This does not
necessarily represent a trend that should be expected to continue throughout the year. More
likely, it is the result of the way we allocated the Fiscal Year (FY) 2012 Revenue Budget across
the months of the year. Although we base the allocation on historical results, accurately
predicting monthly revenue is difficult due to fluctuations in the amount of revenue generated by
each rate category (i.e. each block rate).

¢ Revenue from new system connections exceeded budget by about $450,000, primarily as a result
of a large number of meters being set at two large multifamily residential developments (Chapel
Hill North and Chapel Watch) that had been dormant for many months; the construction effort
was recently accelerated.

400 Jones Ferry Road Equal Opportunity Employer Voice (919) 968-4421
Carrboro, NC 27510-2001 Printed on Recycled Paper WWW.owasd.org
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e While we netted about $260,000 in cash from the sale of Tract 2 of the Ray Heirs property, we
incurred an accounting loss on the transaction of about $225,000.

e Operating expenses for the quarter were approximately $350,000 under budget. The annual
operating expense budget is spread evenly throughout the year. Therefore, the variance between
budget and actual may be attributable to timing differences. We will monitor monthly operating
budget performance and make budget execution adjustments throughout the year as necessary.

e Operating expenses in the Wastewater Collection department were over budget by about
$150,000. This is a result of a timing difference related to our root control program costs. We
budgeted these costs to be spent evenly throughout the year but incurred all of the costs of the
program in the first quarter.

o Net Revenue less Debt Service for the three months was approximately $1 million greater than
budget.

e Capital Improvement Program (CIP) expenditures were about $1 million less than budget but
similar to the operating expense budget, the annual CIP budget is allocated evenly throughout the
year. We will monitor CIP budget performance and make budget execution adjustments as
necessary.

The Finance Committee will review this information at its meeting on October 27, 2011 and present a
summary report to the Board of Directors later that same evening.

Stephen Winters, CPA
Director of Finance and Customer Service




Orange Water and Sewer Authority

Financial Report
For the Three Month Period Ended
September 30, 2011
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Orange Water and Sewer Authority
Statement of Net Assets
September 30, 2011
(unaudited)

Assets
Current Assets
Cash $22,896,464
Receivables 4,789,663
Inventory 897,172
Prepaid expenses 243,170
Restricted cash 2,253,688
Total current Assets 31,080,157
Noncurrent Assets
Capital Assets (net of depreciation) 275,408,247
Other noncurrent assets 11,457,110
Total noncurrent assets 286,865,357
Total Assets $317,945,514
Liabilities and Net Assets
Current liabilities
Accounts payable and accrued expenses $2,015,059
Unearned income 609,228
Customer deposits 659,289
Total current liabilities 3,283,576
Noncurrent liabilities
Bonds payable 89,245,000
Other noncurrent liabilities 2,372,000
Total noncurrent liabilities 91,617,000
Net Assets
Net Assets at the beginning of the year 219,661,939
Year-to-date accrual basis net income 3,382,999
Total Liabilities and Net Assets $317,945,514
Net income reconciliation:
Accrual basis net income $3,382,999
Depreciation expense 2,381,365
Interest expense 798,985
Modified accrual basis net income $6,563,349
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Operating Revenue:
Water
Sewer
Reclaimed Water
Service Initiation Fees
Other
Refunds and Allowances

Total Operating Revenue

Non-operating Income:
Customer Fees
Interest
Loss on Sale of Fixed Assets

Total Non-operating Income

Total Income

Operating Expense:
General and Administrative
Water Supply and Treatment
Water Distribution
Wastewater Treatment
Wastewater Collection

Total Operating Expense

Net Income (modified accrual)

Debt Service

Net Income less Debt Service
Less: CIP Expenditures

Capital Equipment
Expenditures

Net change in Fund Balance

Orange Water and Sewer Authority

Income Statement
For the Three Month Period Ended September 30, 2011
(unaudited)

Actual through
September 30, 2011

$5,802,914
4,251,055
148,589
73,050
313,077
(49,454)

10,539,231

675,214
4,846
(224,594)

455,466

10,994,697

1,297,716
1,033,621
551,988
1,079,559
468,454

4,431,348

6,563,349

2,149,394

4,413,955
1,306,707

136,156

$2,971,091

Budget through
September 30,
2011

$5,475,875
4,073,632
198,660
41,165
376,174
(60,590)

10,104,916

227,751
8,975
0

236,726

10,341,642

1,482,914
1,095,175
681,866
1,207,779
318,601

4,786,335

5,555,307

2,193,986

3,361,321
2,467,250

136,156

$757,915

Variance

$327,039
177,423
(50,071)
31,885
(63,097)
11,136

434,315

447,463
(4,129)
(224,594)

218,740

653,055

185,198
61,554
129,868
128,220

(149,853)

354,987

1,008,042

44,592

1,052,634

1,160,543

$2,213,177

Percent
Variance

6.0%
4.4
(25.2)
775
(16.8)
18.4

4.3

196.5
(46.0)

92.4

6.3

12.5
5.6
19.0
10.6
(47.0)

7.4

18.1

2.0

31.3

47.0
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Orange Water and Sewer Authority
Select Financial Data
For the Three Month Period Ended September 30, 2011

$12,000,000

Operating Revenues

$10,000,000
$8,000,000
$6,000,000
$4,000,000
$2,000,000
$0 -

1st Quarter

2nd Quarter

3rd Quarter

4th Quarter

FY11 Budget

9,822,659

7,856,826

7,450,088

9,279,879

EFY11 Actual

10,512,968

8,958,264

7,809,611

8,826,215

B FY12 Budget

10,104,916

8,951,982

8,154,527

9,558,764

EFY12 Actual

10,539,231

$5,250,000

Operating Expenses

$5,000,000
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EFY11 Actual

4,182,414
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4,269,615

4,701,378
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4,786,335

4,786,334

4,786,334

4,786,334
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4,431,348
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Orange Water and Sewer Authority
Select Financial Data
For the Three Month Period Ended September 30, 2011

Customer Fees (Service Availability Fees)
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1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
FY11 Budget| 2,946,065 980,232 573,494 2,443,285
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EFY12 Budget| 3,361,321 2,208,388 1,410,933 2,815,170
EFY12 Actual 4,413,955
5
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Orange Water and Sewer Authority
Select Financial Data
For the Three Month Period Ended September 30, 2011

FY 2012 Water Sales Projection (Average Day)

Original FY 2012

Actual FY 2012

Revised FY 2012

Sales Projections Water Sales Sales Projections
PW RCW PW RCW PW RCW
July 7.34 1.38 7.04 1.32 7.04 1.32
August 7.31 1.44 7.25 1.41 7.25 1.41
September 7.34 1.55 7.15 0.95 7.34 1.55
October 6.46 1.10 6.46 1.10
November 5.95 0.73 5.95 0.73
December 5.45 0.42 5.45 0.42
January 5.58 0.38 5.58 0.38
February 5.51 0.36 5.51 0.36
March 5.76 0.33 5.76 0.33
April 6.08 0.50 6.08 0.50
May 6.58 0.70 6.58 0.70
June 6.24 1.03 6.24 1.03
Average 6.30 0.83 6.27 0.82
Estimates shown in
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Orange Water and Sewer Authority
Select Financial Data
For the Three Month Period Ended September 30, 2011

FY 2012 Potable Water Demand

8.00 |
7.50
7.00 :’6‘3\\
MGD 6.00 5\ ’,0
5.50 “‘_Q(
5.00
4.50
4.00 T T T T T T T T T T 1
I ANV SO « W S W SR S
¥ v"Q‘? ~\<°®& & & & q,o"% & @'g& W
X o) K\ < N e
\;\@‘7 éo QQ/ &
22
e=¢==(Qriginal Projection  e=em=YTD Actual
FY 2012 Reclaimed Water Demand
1.80
1.60 05
1.40 3—6\’ N
100 N\ -
MGD - * N\, pd
0.60 \\ T
0.40 e s 7
0.20
0-00 T T T T T T T T T T 1
Q& o < < < A Q0 2 3\ e
¥ & §& & & ng* & V@g SEERCAIN
¥ M v
S S < &
N © 9
=

e=¢m=»0riginal Projection  e=em»YTD Actual

5.10



Orange Water and Sewer Authority
Select Financial Data
For the Three Month Period Ended September 30, 2011

Working Capital Reserves
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Orange Water and Sewer Authority

Financial Management Policy Report Card

For the Three Month Period Ended September 30, 2011

FY12
Measurement Objective FY1l FYl2 YTD
Results Goal
Results
Greater of four months
Working Capital Reserves Operating expenses or 20% of | $20M $7.4M $21M
succeeding three years CIP
2% of Net Capital Assets
Capital Improvements Reserve (Funding $400,000 per year | $800,000 | $1.2M $1.2M
until reach goal of
approximately $6M)
5% of annual Water and
il Stabilizati Sewer Revenue
ate / Revenue Stabilization
Reserve (Funding $250,000 per year $500,000 $750,000 $750,000
until reach goal of
approximately $2M)
Total Debt not more than 0 0 0
Debt Burden to Asset Value 50% of Total Assets 30% < 50% 29%
Sufficiency of Revenues above Annual Debt Service no more 0 0 .
Debt Requirements than 35% of Gross Revenue A e AL
Annual revenues and reserves
Cash Financing of Capital provide at least 30% of CIP 100% > 30% 100%
funding
Annual Net Income not less
Debt Service Coverage Ratio than two times Annual Debt 2.2 2.0 3.0
Service
Average annual OWASA hill
Service Affordability Ratio * not more than 1.5% of area 1.77% 1.5% 1.81%

median household income

M = million

1

Calculation based on median household income of $55,522 (per 2009 U.S. American Community

Survey, the most recent information available) and average monthly household water use of 5,000

gallons

5.12



ITEM


andy
Typewritten Text
ITEM 6



































Review and Update of Strategic Trends and Master Plan Issues
October 25, 2011
Page 12

What are OWASA'’s plans for obtaining additional water in the future?

Expansion of OWASA’s Quarry Reservoir west of Carrboro offers the most cost-
effective increment of additional supply and will provide a substantial amount of high
quality water with minimal capital investment, but this will not be available until 2035.
Until that time, temporary water purchases offer the most cost-effective option for a
supplemental supply.

Per the 2010 Long-Range Water Supply Plan, OWASA will seek to modify existing
mutual aid (emergency) agreements with neighboring utilities to secure the permanent
ability to purchase or sell treated water when it is needed (parties to the existing
agreements are only required to provide water if or when it is available). OWASA’s
continued participation in the Jordan Lake Partnership is providing important
opportunities to develop these arrangements to gain secure and cost-effective access to
our Jordan Lake allocation.

When will the larger quarry be available?

The American Stone Company’s ongoing operation at OWASA’s Quarry Reservoir
(Figure 9) is expected to produce a total storage capacity of 2.2 — 3.0 billion gallons (BG)
when mining is completed in 2030. The final volume will depend on production through
2030, but American Stone is contractually committed to a rate of rock extraction that will
result in a final volume of at least 2.2 BG. Between 1.3 and 1.8 BG of this new storage
capacity will be readily accessible with existing OWASA pumping facilities, which can
withdraw water from a maximum depth of 100 feet. Withdrawals from greater depths
would require additional facilities.

Figure 9. Existing Quarry Reservoir

Existing reservoir is on the left. Active quarry pit is advancing from the right.
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How clean is OWASA’s water supply?

Routine water quality monitoring and special projects completed since 2001 have
confirmed earlier findings cited in the 200/ Master Plan: “OWASA’s reservoir water
quality is excellent in terms of public health and safety, but is not pristine.” Efforts in
University Lake and the Cane Creek Reservoir since the early 1990s have focused on
reducing nutrient inputs (nitrogen and phosphorus) to minimize objectionable algae
conditions. Subsequent feasibility analyses determined that the potential benefits of any
in-lake water quality manipulation via mechanical aeration or other techniques were too
uncertain to justify their capital and operating costs. OWASA continues to participate in
the Triangle Area Water Supply Monitoring Program, through which the United States
Geological Survey (USGS) has compiled systematic data from University Lake, Cane
Creek, and their principal tributaries since 1988.

The USGS released a special report in 2007 about the occurrence of so-called “emerging
contaminants” in Triangle Area water supply reservoirs, including both University Lake
and Cane Creek. Water samples from 7 local supply sources were analyzed for 126
chemicals, including a wide range of pharmaceuticals, antibiotics, ingredients in
personal-care products, fire retardants, plasticizers, pesticides, and other chemicals used
by households, industries, and agricultural enterprises. Trace amounts, generally in
concentrations of less than 0.5 parts per billion, of at least one chemical were detected at
all sampling locations, but none exceeded Federal or State water quality standards. Few
standards exist, however, for the chemicals analyzed in that study. Concentrations were
generally within the ranges observed in other USGS studies across the nation and provide
useful background information about our own water supplies.

Routine water quality monitoring required by Federal and State regulations continues
to confirm that University Lake and Cane Creek Reservoir consistently meet all public
health-related water quality standards.

The Cane Creek watershed recommendations adopted by the OWASA Board of Directors
in 1997 included a goal of acquiring ownership or conservation easements on 1,265 acres
of additional land. Since that time, OWASA and Orange County have protected 960 and
363 acres, respectively, of Cane Creek watershed land through direct acquisition and
protective conservation easements for a total of 1,323 permanently protected acres — thus
exceeding the original goal.

A 2003 study of potential water quality benefits of land/easement acquisition in the
University Lake watershed determined that a similar program would not likely improve
University Lake water quality. However, it did recommend that OWASA consider the
strategic acquisition of critical riparian buffer lands in the University Lake watershed on
a case-by-case basis. Accordingly, OWASA purchased a 74-acre tract (the Ray Heirs
property) immediately adjacent to Morgan Creek and University Lake when it became
available in 2006 and applied a conservation easement that protects this riparian buffer in
perpetuity, regardless of future ownership. OWASA resold this property during the past
year with the perpetual easement intact.
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No further funding for additional watershed land or easement acquisition is included in
OWASA'’s 15-year Capital Improvements Program.

As noted above, the principal water quality issues for Cane Creek and University Lake
have been associated with nitrogen and phosphorus, which are nutrients that stimulate
excessive algal growth. Certain types of algae, especially cyanobacteria (formerly known
as “blue-green algae”), can cause water treatment problems — taste and odor, filter
clogging, coagulation, and so forth — when they occur in high concentrations or blooms.
Many of the same species also produce toxic organic compounds that are harmful to
animals and humans under extreme conditions. Figure 10 presents blue-green algae
concentrations in OWASA’s reservoirs from 1998-2011.

No State or Federal regulatory limits exist for algae, but water quality experts generally
consider concentrations of more than 100,000 units per milliliter to indicate
hypereutrophic conditions, or extreme nutrient enrichment. ~ As shown in Figure 10,
blue-green densities in University Lake have exceeded this threshold in six of the past
seven years. Although these conditions have resulted in no reports of taste or odor
problems in treated drinking water or affected the lake’s recreational benefits, we are
continuing to monitor the trend closely and may engage further technical expertise to
better understand University Lake’s nutrient/algae issues.

Fig. 10 Blue-Green Algae in OWASA Reservoirs
Mean Values of 4 Highest Weeks of Each Calendar Year
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335000 202000 317000

University Lake

100,000 4
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Each bar represents the arithmetic mean of the four highest concentrations of total
cyanobacteria measured in weekly samples collected during each calendar year.

The State of North Carolina enforces a water quality standard for chlorophyll a, which is
an indicator of algal concentrations. Although the appropriateness of this standard
remains subject to technical debate, it was the basis of Jordan Lake’s designation as
water quality impaired, and elevated chlorophyll a was the reason that University Lake
and the Cane Creek Reservoir were placed on North Carolina’s “impaired waters” list in
2010. It is notable, however, that none of either lake’s intended uses for public water
supply or recreation have actually been impaired or otherwise compromised. The Jones
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Ferry Road Water Treatment Plant (WTP) has experienced virtually no treatment, taste,
or odor issues in recent years, and there have been no incidents in either lake of fish kills
or other environmental impairment — despite consistently high concentrations of algae
and chlorophyll a. Treated water quality has improved in recent years due, in part, to
OWASA'’s participation in the Partnership for Safe Water described below in the Water
Treatment section of this report. As a precautionary measure, University Lake and Cane
Creek water samples have been analyzed during the past several summers for naturally
occurring toxic substances that are sometimes produced by blue-green algae. All
analytical results for the toxins microcystin, saxitoxin, cylindrospermopsin, and anatoxin-
a were either less than their laboratory detection limits or well below water quality
guidelines of the World Health Organization (no State or Federal standards in the U.S.
have been established for algal toxins).

Despite elevated algae and chlorophyll a concentrations, University Lake and Cane
Creek Reservoir continue to meet all water quality standards related to drinking water
and public health.

Although the impaired use designation has no direct regulatory implications for
OWASA, the US Environmental Protection Agency (EPA) requires states to develop
individual TMDLs for water bodies that exceed water quality standards. (“TMDL”
stands for Total Maximum Daily Load, or the total amount of a pollutant that a given
water body can receive without exceeding a regulatory limit.) The State of North
Carolina developed a TMDL for Jordan Lake several years ago when it was found to be
impaired by chlorophyll a exceedances. The Jordan Lake TMDL specifies the amount by
which total nitrogen and total phosphorus inputs must be reduced to bring the lake into
compliance with the chlorophyll a standard. The Jordan Lake Rules enacted in 2009
specify the management details of how those reductions will occur.

The State’s Addendum to the Jordan Lake TMDL notes that because the University Lake
and Cane Creek watersheds are both part of the larger Jordan Lake watershed, they are
already subject to the Jordan Lake nutrient reduction targets and therefore OWASA’s
reservoirs do not require individual TMDLs.

Water Treatment

Does OWASA have enough water treatment capacity?

Yes. Treatment capacity has been increased from 15 to 20 mgd since the original 2001
Master Plan was completed. This was accomplished through the addition of two new
filters, a finished water pump, and improvements to the existing clearwell in order to
provide the extended disinfectant contact time required for a flow rate of 20 mgd.
Additional upgrades and improvements are planned in the coming years, but no further
capacity expansions are expected to be needed during the 15-year capital improvement
planning period, due primarily to conservation efforts by OWASA and our customers.

Why does treatment plant capacity (20 mgd) have to be so high if customers use less
than 10 million gallons of water each day?
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The water plant is designed to accommodate peak demands during short periods of high
use. The 2001 Master Plan recommendations for water plant expansion were based on
peak (maximum) day demand projections that were substantially higher than those which
have occurred in recent years (Figure 11) and higher than those now expected for the
future.

Fig. 11 Average and Peak Day PW Demands, 1996-2011 *
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* Data are reported for Jan-Dec calendar years, except 2011, where data
are only available through September.

How much drinking water treatment capacity will ultimately be needed?

The original 2001 Master Plan projected the need for 30 mgd of water treatment capacity
to support anticipated peak day demands when the OWASA service area is fully built
out, but the current demand projections of the 20/0 Long-Range Water Supply Plan
indicate that ultimate needs will not exceed 18.5 or 22.5 mgd under Expected or High
Demand scenarios, respectively. This significant change from the original Master Plan
projections reflects major reductions in drinking water demand described earlier.

Will the treatment plant be able to meet stricter drinking water quality standards if
necessary?

OWASA meets all current federal and state drinking water standards for public health
protection and aesthetic quality, and we expect to meet stricter standards in the future as
described below.

Federal Long Term 2 Enhanced Surface Water Treatment Rule (LT2ZESWTR) —
The LT2ESWTR requires systems to monitor their source water; calculate an average
Cryptosporidium concentration; and use those results to determine if their source water is
vulnerable to contamination that may require additional treatment. OWASA tested
untreated water every month for two years from April 2007 through March 2009.
Cryptosporidium was detected 4 times at an average of 0.016 oocysts/L. These results
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place OWASA in the US EPA’s “Bin 1” classification, which means that our water
requires no additional treatment for Cryptosporidium removal. Starting in 2015,
OWASA will be required to begin conducting a second round of source water monitoring
in order to re-determine our bin classification.

Federal Stage 2 Disinfectants and Disinfection Byproducts Rule (Stage 2 DBPR) —
The Stage 2 DBPR, which goes into effect in 2012, is intended to further reduce human
exposure to chemicals produced when drinking water is disinfected with chlorine. The
principal classes of disinfection byproducts regulated under this rule are total
trihalomethanes (THMs) and five types of haloacetic acids (HAAs). The maximum
allowable level will be calculated as an average at each compliance monitoring location
(instead of as a system-wide average as previous required). The regulatory limit will be
80 parts per billion (ppb) for THMs and 60 ppb for HAAs.

Disinfection byproduct concentrations in OWASA drinking water have decreased since
we began using chloramines for disinfection in January 2002 (chloramines are a class of
compounds produced by the addition of ammonia and chlorine to the treated water).
Chloramines provide effective disinfection while producing fewer THMs and HAAs than
the chlorine-only system used before 2002.

Stage 2 DBPR monitoring will begin in November 2012 and will include eight
monitoring sites rather than the four Stage 1 sites currently monitored for THMs and
HAAs. Locational running annual averages will be regulated, rather than the simple
average of all locations. Additionally, sampling will be required at regular 90-day
intervals, rather than simply “once per quarter.” The current locational running annual
averages for the Stage 1 locations have not exceeded the new regulatory limits. While
only two of the eight sampling locations will be the same as the current Stage 1 locations,
we expect to continue to meet the new regulations. Samples have been collected from the
Stage 2 locations quarterly since February 2010 with encouraging results. Locational
running annual averages for THMs ranged from 30.9 ppb to 57.8 ppb (compared to the
2012 limit of 80 ppb); and 23.6 ppb to 52.4 ppb for HAAs (compared to the 2012 limit of
60 ppb).

Lead and Copper — Per Federal and State standards, OWASA tests for lead and copper
in tap water every three years at 30 homes built between 1983 and 1985. The latest study
was performed in 2011. All lead results were below the detectable level of 3 ppb.
Additionally, all copper results were below the detectable level of 50 ppb.

Contaminant Candidate List 3 (CCL 3) — The federal Safe Drinking Water Act
(SDWA) requires EPA to publish a list every five years of contaminants which, at the
time of publication, are not subject to any proposed or promulgated national primary
drinking water regulations. Contaminants on the list are known or anticipated to occur in
public water systems and may require future regulation. The Contaminant Candidate List
3 (CCL 3) includes 12 microbiological and 104 chemical contaminants including
pesticides, disinfection by-products, waterborne pathogens, pharmaceutical and personal
care products (PPCPs), endocrine disrupting compounds (EDCs), and cyanotoxins
(produced by some blue-green algae).
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EPA conducts research on the occurrence, health effects, analytical methods, treatment
technologies, and treatment costs for contaminants on the CCL. EPA also develops
drinking water guidance, health advisories, and issues regulatory determinations for
priority contaminants on the list. If the EPA adopts additional regulations to address
other drinking water contaminants of emerging concern, OWASA may be required to
make additional improvements to the water plant. Staff will stay informed of regulatory
proposals, health effects and risk assessment studies, and advancements in water
treatment technologies in order to anticipate any additional future treatment requirements.

Unregulated Contaminants (UCMR3) — The proposed Unregulated Contaminant
Monitoring Regulation 3 was published in the Federal Register on March 3, 2011. The
final rule is anticipated to be published in early 2012. As proposed, sampling for the third
UCMR3 will occur from 2013-2015. The proposed monitoring includes two viruses and
28 unregulated chemical contaminants; including: 7 hormones, 9 volatile organic
compounds, 1 synthetic organic compound, 4 metals, 1 Oxyhalide Anion, and 6
Perfluorinated Compounds.

Revised Total Coliform Rule (RTCR) - On July 14, 2010, EPA published the RTCR
proposed revisions. The final rule is anticipated to be published in the summer of 2012,
and then compliance would begin in 2015. Major changes to the rule include
replacement of the total coliform maximum contaminant level (MCL) with an E. coli
MCL; and when total coliform or E.coli are detected, systems will be required to conduct
a special assessment to determine if any sanitary defects exist and, if found, correct them.

Perchlorate - On February 11, 2011, EPA published its decision to regulate perchlorate.
This decision is the first time EPA has decided to regulate a substance from the
Contaminant Candidate List. The EPA expects to publish the proposed regulation and
analyses for public review and comment by February 2013, and then promulgate a final
regulation within 18 months of the proposal.

Perchlorate is both a naturally occurring and a man-made chemical that is used to
produce rocket fuel, fireworks, flares and explosives. Perchlorate can also be present in
bleach and in some fertilizers. It is being regulated because it can disrupt the thyroid’s
ability to produce hormones needed for normal growth and development.

OWASA tested the finished water for perchlorate 8 times between 2001 and 2002 as part
of the UCMR requirements. All results were below 4 ug/L. Additionally, we tested the
finished water sample for Perchlorate on July 27, 2011. The result was 0.33 ug/L.

Hexavalent Chromium (Chromium-6) — No regulations are in place for allowable
chromium-6 concentration in drinking water; however, the EPA currently regulates total
chromium and has set the MCL at 100 micrograms/liter (ug/L). EPA is in the process of
gathering information on the occurrence, treatment, and analytical methods for
chromium-6 and is reviewing recently available health effects information. After this
risk assessment has been completed, EPA will determine if new drinking water standards
need to be established. In the meantime, EPA has issued a recommendation for enhanced
monitoring of chromium-6.
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Chromium-6 in drinking water may be naturally occurring; i.e., from geological
formations, soils, etc. Other sources may include the manufacturing of textile dyes, wood
preservation, leather tanning, and anti-corrosion coatings, where chromium-6
contaminated waste has migrated into the underlying groundwater.

OWASA tested our water for chromium-6 at various stages in the treatment process and
in the distribution system several times during 2011. Results for the raw water samples
ranged from <0.02 to 0.18 ug/L, with an average of 0.07 ug/L. There was little difference
between the treated (finished) water and the distribution system samples, which ranged
from 0.20 ug/L to 0.42 ug/L, with an average concentration of 0.29 ug/L. The highest
concentration was found in the recycled process water, where concentrations ranged from
0.31 ug/L to 0.46 ug/L, with an average of 0.39 ug/L.

We are continuing to following the regulatory guidelines from EPA on chromium-6 and
will conduct further sampling and testing to more fully understand the varying
concentration levels within the water at different stages of the treatment process.

Partnership for Safe Water — OWASA received national recognition in 2011 for its
work to ensure exceptional quality drinking water. We became only the ninth water
utility in the United States and the first in North Carolina to receive the Excellence in
Water Treatment award from the Partnership for Safe Water, which is a continuous
improvement program for water treatment plants supported by the U.S Environmental
Protection Agency, American Water Works Association (AWWA), and several other
professional organizations. The Partnership’s program challenges water treatment plants
to focus not only on meeting regulatory standards, but to set higher treatment goals and to
continuously seek ways for further improvement.

The Excellence in Water Treatment award is the highest level of performance that can be
achieved in the partnership program.

Drinking Water Storage

How much storage exists, and how much will be needed?

OWASA'’s five elevated tanks and the underground clearwell at the water treatment plant
provide 8.0 million gallons (MG) of finished water storage. The 200! Master Plan
recommended that another 1.5 MG clearwell be added at the water plant in 2005 and that
a new 1.5 MG elevated storage tank be constructed at OWASA’s 17-acre property west
of Old NC 86 and north of Carrboro in 2008 to meet growth projected for the 740-foot
pressure zone in the northern part of OWASA’s service area. As discussed earlier, the
actual and expected reduction in average and peak day demands to levels substantially
below the original Master Plan projections have allowed the future clearwell expansion
to be deferred beyond the 15-year CIP planning period and future elevated storage tank
capacity requirements to be reduced from 1.5 to 0.75 MG.
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Drinking Water Distribution

Does OWASA'’s distribution system suffer from the “aging infrastructure”
problems of other urban areas?

The recently completed Water Distribution (Hydraulic) Model Update study found that
the water system has relatively few hydraulic deficiencies. Consequently, near term
investment requirements are not significant. It also concluded that OWASA’s present
goal of replacing or rehabilitating three miles of water main per year is adequate, and that
the Jones Ferry Water Treatment Plant will need no additional capacity improvements
before 2030.

Also during the past year, OWASA’s Drinking Water Distribution System Prioritization
Model was updated. This diagnostic tool reviews pipeline age, material, repair history,
criticality of customers being served, and other indicators that help prioritize water line
replacement projects.

Wastewater Collection

Can OWASA'’s sewer system handle all of the community’s wastewater?

Yes. The recently completed Sewer Collection System Evaluation study identified
potential system deficiencies and specific areas in need of onsite physical inspection or
other additional evaluation. Results confirmed the high priority and urgency of the Phase
IIT Bolin Creek Interceptor project (which reached substantial completion on October 21,
2011) and also revealed that planned upgrades to the Morgan Creek, Meeting of the
Waters, and other interceptor sewers can be postponed; but, upgrades to the Friday
Center, Finley Golf Course, Dobbins Drive, and other less significant interceptors should
be accelerated.

Several projects to expand the capacity of major portions of OWASA’s largest
interceptor sewer lines have been completed as recommended in the original 2001 Master
Plan. That document and the recent 2011 study identified specific portions of the sewer
system that are subject to large volumes of stormwater infiltration and inflow (I/I). These
areas remain a key focus of OWASA’s sewer and manhole replacement/ rehabilitation
program.

How much of a problem is represented by the inflow and infiltration (I/I) of
stormwater into OWASA’s sewer system?

Decreases in peak sewer flows measured in recent years at the Mason Farm Wastewater
Treatment Plant indicate that I/I reduction efforts begun in the early 1990s have been
successful. Specially targeted sanitary sewer evaluation studies (SSESs) that were
planned and funded through OWASA’s capital improvements program after the original
2001 Master Plan was completed have identified significant opportunities for further
cost-effective I/ reduction in greater detail than before.

Unlike many older urban areas in other regions, OWASA’s wastewater collection system
is separate from the storm drainage system, which reduces the potential for I/ related
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sewer overflows. Illicit connections of private storm drains and private sewers to the
public sewer system are occasionally discovered and removed.

Wastewater Treatment

Have we evaluated the performance of the recently completed wastewater plant
since it was expanded in 2007?

Yes. The recently completed Wastewater Treatment Plant Hydraulic and Treatment
Capacity Study evaluated the ability of the Mason Farm WWTP to accommodate and
treat wastewater in accordance with OWASA State-mandated permit requirements. The
study also made important recommendations for optimizing the plant’s operations.

Overall findings were very positive and included the following highlights:

e The wastewater plant will be able to meet Jordan Lake nitrogen removal
requirements without major near-term capital investment and with significantly
less chemical use than previously thought. This can be accomplished by adjusting
the treatment configuration of the plant’s aeration basins.

e It is likely that more than $60 million of previously programmed wastewater plant
projects can be deferred beyond OWASA’s 15-year CIP planning period, and no
major plant expansion is expected to be required until sometime after 2030.

e Upgrading the aeration system for the biological treatment process (conversion
from coarse to fine bubble diffusers) will significantly improve treatment
efficiency and reduce energy consumption. This aeration system analysis also
indicated the need for additional odor modeling, which subsequently determined
that the treatment plant’s “odor footprint” will change, and it will be necessary to
cover and treat the air emanating from 10 of the 16 aeration basins, rather than
covering only the 8 that had previously been specified. The aeration system and
odor control improvements will be consolidated into a single project to be
completed before the end of calendar year 2014 to meet OWASA’s odor control
commitments to the Town of Chapel Hill.

e Significant operating and maintenance cost savings of approximately $300,000
per year can achieved through reduced chemical and energy use by optimizing the
plant’s biological treatment process. These savings are now being realized, and
the optimization work has also improved the quality of reclaimed water (reduced
alkalinity) provided to the University.

Can additional water conservation, demand management, and I/l improvements
reduce or delay the need for future wastewater treatment plant expansions?

Yes. Efficiency measures that reduce indoor water use can have a corresponding
reduction in wastewater discharges from our customers, thereby reducing or delaying the
need for additional plant capacity.

Figures 12 and 13 show that wastewater treatment plant (WWTP) flows have followed
the same generally decreasing pattern as drinking water patterns in recent years. As
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noted before, water demand reductions by our customers are the result of their
conservation efforts, many of which have reduced indoor water use and associated
wastewater discharges. Maximum monthly flows typically occur during periods of
higher rainfall and runoff and are affected more directly by weather than by customer
use. The marked decrease in monthly peaking factors (Figure 13) likely corresponds to
less stormwater inflow and infiltration (I/I) entering the sewer system and indicates that
our ongoing program of repairing and rehabilitating aging sewer lines and manholes is
achieving positive results.

Figure 12. WWTPFlows, Annual Avg and Max Month, 1996-2011*
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*Data are reported for Jan-Dec calendar years, except 2011,
where data are only available through September.

Figure 13. WWTP Peaking Factors 1996-2011*
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Will UNC’s use of reclaimed water reduce the need for future wastewater treatment
plant capacity?

No. RCW will reduce demands on OWASA’s water supply reservoirs and drinking
water treatment plant, but not on the wastewater plant. The RCW system enables the
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University to use highly treated effluent from the wastewater plant instead of drinking
water in the cooling towers of its chilled water facilities and for other non-potable
purposes, such as athletic field irrigation. The total amount of wastewater discharged to
the sewer system will generally be the same as if treated drinking water had been used.

Are there any discretionary treatment or reliability issues — not required by
regulations — that OWASA should consider for the future?

The 2001 Master Plan identified several discretionary measures, including additional
electrical generator standby capacity to ensure uninterrupted operation during power
outages; filters to provide higher quality effluent (including advanced nutrient removal)
and to help meet regulatory requirements for non-potable reuse; ultraviolet disinfection,
which is more environmentally friendly than chlorine disinfection; improved capture and
use of methane from biosolids treatment to heat boilers and power a blower; and
improved odor control. All of these improvements were included in the expansion and
upgrade project completed in 2007. Additional improvements to eliminate offsite odors
per requirements of the Town of Chapel Hill’s 2004 Special Use Permit will be
completed by the end of 2014.

After the old methane gas-powered air blower was permanently removed from service in
2010, we completed a preliminary study of alternatives for using waste-generated
methane for power production or other purposes. The study concluded that the capital
cost of a new methane engine with a gas treatment system and construction of a fats, oil
and grease (FOG) receiving facility (which would be needed to generate a sufficient
volume of methane gas) would be in the general range of $5 million to $6.5 million.
Payback would depend on several factors, but could be as early as 12.5 years with an
adequate and reliable supply of FOG and if we collected a competitive tipping fee for
accepting and treating FOG waste. Staff is conducting follow-up work to better
understand the potential sources and volumes of FOG that might be available in Orange
County. We are also evaluating opportunities for external funding assistance.

How will we manage the increasing volumes of wastewater biosolids?

OWASA produces about four dry tons per day of wastewater biosolids, which is the
highly treated by-product of the wastewater treatment process. A portion of this is
applied as liquid to agricultural land; the remainder is “dewatered” to the texture and
consistency of moist soil and then transported to a private composting facility. Sufficient
permitted farmland area is currently available — either in OWASA or private ownership —
to accommodate the land application of all future biosolids production; but, this situation
is especially sensitive to changes in private land ownership and to regulatory changes.

Although the land application of either liquid and/or dewatered biosolids will likely
remain a vital component of our program for the foreseeable future, OWASA recognizes
that some uncertainty still exists about the effects of certain biosolids constituents. We
continue to support further studies to determine those impacts, and we are open to
considering proven, reliable, and cost-effective alternatives for sustainable biosolids
management. However, in the absence of such alternatives, we firmly believe that
recycling biosolids through a properly managed program in strict compliance with State
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and Federal regulatory requirements is a safe, cost effective, and environmentally
responsible way of managing this inevitable by-product of our community.

Y il

Edward A. Holland, AICP
Planning Director
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