MINUTES OF THE
BOARD OF DIRECTORS MEETING OF THE
OTAY WATER DISTRICT
February 1, 2012

The meeting was called to order by President Bonilla at 3:37 p.m.
ROLL CALL
Directors Present: Lopez, Gonzalez and Croucher

Directors Absent: Bonilla (out-of-town on business) and Robak (due to a work
related matter)

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

PLEDGE OF ALLEGIANCE
APPROVAL OF AGENDA

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

Ayes: Directors Lopez, Croucher and Gonzalez
Noes: None

Abstain: None

Absent: Directors Bonilla and Robak

to approve the agenda.
APPROVE THE MINUTES OF THE REGULAR MEETING OF JANUARY 4, 2012

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

Ayes: Directors Lopez, Croucher and Gonzalez
Noes: None

Abstain: None

Absent: Directors Bonilla and Robak



to approve the minutes of the regular meeting of January 4, 2012.

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

No one wished to be heard.

CONSENT ITEMS

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

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

Ayes: Directors Lopez, Croucher and Gonzalez
Noes: None

Abstain: None

Absent: Directors Bonilla and Robak

to approve the following consent calendar items:

a) APPROVE THE ISSUANCE OF A PURCHASE ORDER TO HAWTHORN
POWER SYSTEMS IN THE AMOUNT OF $54,036.63 FOR THE
PURCHASE OF TWO (2) EMERGENCY STAND-BY GEN-SETS FOR THE
1090-1 PUMP STATION AND THE OPERATIONS WAREHOUSE

b) ADOPT RESOLUTION NO. 4192 SUPPORTING THE SAN DIEGO
COUNTY WATER AUTHORITY’S LAWSUIT AGAINST THE
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

C) APPROVE THE SELECTION OF UNION BANK FOR BANKING SERVICES

d) APPROVE THE ACQUISITION OF AN EASEMENT FROM THE CITY OF
CHULA VISTA FOR THE 24-INCH WUESTE ROAD PIPELINE PORTION
OF THE RECYCLED WATER SUPPLY LINK PROJECT IN AN AMOUNT
NOT-TO-EXCEED $66,800

e) APPROVE CHANGE ORDER NO. 3 TO THE EXISTING CONTRACT WITH
MONTGOMERY WATSON HARZA FOR THE RALPH W. CHAPMAN
WATER RECYCLING FACILITY UPGRADE PROJECT, IN AN AMOUNT
NOT-TO-EXCEED $21,500

f) APPROVE THE INCREASE IN THE BUDGET FOR CIP P2370 IN THE
AMOUNT OF $25,000 (INCREASING THE OVERALL CIP BUDGET FROM
$1,210,000 TO $1,235,000) AND AUTHORIZE DISTRICT STAFF TO SEND
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AN IMPROVEMENT NOTICE TO 63 CUSTOMERS SURROUNDING THE
DORCHESTER RESERVOIR

ACTION ITEMS

8. BOARD
a) PUBLIC HEARING ON REDISTRICTING

i. OTAY WATER DISTRICT, BECAUSE OF A SIGNIFICANT
INCREASE IN THE POPULATION WITHIN ITS SERVICE AREA, AS
MEASURED BY THE 2010 U.S. CENSUS, WILL BE ADJUSTING
THE BOUNDARIES OF ITS FIVE (5) DIVISIONS TO EQUALIZE THE
POPULATION WITHIN THOSE DIVISION BOUNDARIES
PURSUANT TO CALIFORNIA WATER CODE 8§74430. THIS PUBLIC
HEARING IS HELD TO PROVIDE AN OPPORTUNITY FOR THE
PUBLIC TO VOICE OBJECTIONS AND/OR PRESENT PETITIONS
TO THE BOARD REGARDING THE DISTRICT'S INTENT TO
CHANGE THE BOUNDARIES OF ITS FIVE (5) DIVISIONS

. ADOPT RESOLUTION NO 4187 OF THE BOARD OF DIRECTORS
OF THE OTAY WATER DISTRICT REAPPORTIONING THE FIVE
DIVISIONS WITHIN THE OTAY WATER DISTRICT

General Manager Mark Watton indicated that notices were published in three
local publications to advise the public of the District’s intent to adjust the
boundaries of the five (5) divisions within its service area and that a public
hearing would be held during the District’s February 1, 2012 board meeting
to hear the publics’ comments or protests. He indicated that the District did
not receive any public comment or protest to the proposed divisional
boundary changes.

President Lopez opened the public hearing at 3:38pm.

Director Croucher inquired if PRM Consulting had any new information to
report on the Redistricting Project since the Board meeting on January 4,
2012. Mr. Steve Castaneda from PRM Consulting indicated that there was
no new information to present to the board.

As there were no requests from the public to speak during the public hearing,
President Lopez closed the public hearing at 3:41pm.

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

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



Absent: Directors Bonilla and Robak

to adopt Resolution No. 4187 of the Board of Directors of the Otay Water
District reapportioning the five divisions within the Otay Water District as
presented in Exhibit 1 to the resolution.

b) DISCUSSION OF 2012 BOARD MEETING CALENDAR

Director Croucher reminded the Board and staff that he will not be able to
attend the September 5, 2012 Board meeting as he is scheduled to be out of-
town on a work assignment.

It was noted that the July 2012 Board meeting had been moved to July 11"
as the original date fell on the July 4™ holiday.

FINANCE, ADMINISTRATION AND INFORMATION TECHNOLOGY
a) APPROVE THE OTAY WATER DISTRICT LEGISLATIVE PROGRAM

Communications Officer Armando Buelna stated that the Legislative Program
provides guidelines to staff when drafting responses to legislative initiatives that
may have a substantive impact to the District. He indicated that any
controversial/sensitive matters and those not included in the legislative program,
would be presented to the board for discussion and to provide direction to staff
before any response is forwarded.

Ms. Chris Frahm from Brownstiein, Hyatt, Farber and Schreck, LLP provided a
legislative update for the board. She discussed Governor Brown'’s State of the
State address and that the State budget is still very challenging. She indicated that
this year was an election year and that Republicans are still opposing tax increases.
It is expected that there will be no increases and taxes will remain the same this
year. She discussed several of Governor Brown’s 2012 priorities that included the
High Speed Rail Project, a Bay Delta Fix project, and Pension Reform. She also
discussed his work plan that includes budget cuts and an opportunity for voters to
decide on whether or not to raise taxes. She also shared that the Governor has
proposed a temporary tax on the wealthy and a temporary sales tax that would go
towards education.

Ms. Frahm stated that it will be an unprecedented election year and indicated that
there is intent to take the two ends of the political spectrum and bring them back to
the center. She shared that a new Citizens Committee, through the legislative
process, had been tasked with redrawing the district boundaries as the Legislature
was accused of protecting incumbents. She noted that a new rule will be
implemented for the 2012 Election in that the two candidates with the highest votes
will appear on the general election ballot, whether they are two Republicans or
Democrats.



10.

Ms. Frahm also discussed the $11 billion Water Bond and indicated that the
Governor would like to delay the Bond as he does not want it to compete with his
tax proposals. He also feels that it is not needed at this time because eventually, he
believes, the water users will pay for proposed water projects. Ms. Frahm stated
that the Water Bond is currently on the Legislature’s ballot and requires a 2/3 vote
to move forward and it is anticipated to fail and, thus, may likely end up on the 2012
election ballot for the voters.

General Manager Mark Watton stated that MET is advocating for major water
projects that are worth billions of dollars, and if approved, it is anticipated that an
increase in rates will occur to help pay for those projects. The farmers are alreading
indicating that they will refuse to pay for these projects.

Ms. Frahm additionally shared that major coalitions (Delta, MET, CWA, etc.) have
been discussing the Water Bond and they believe that there will be some type of
financing for the Bond. Ms. Frahm stated that the financing will most likely come
from taxes.

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

Ayes: Directors Lopez, Croucher and Gonzalez
Noes: None

Abstain: None

Absent: Directors Bonilla and Robak

to approve the Otay Water District Legislative Program.
ENGINEERING AND WATER OPERATIONS

a) APPROVE THE INCREASE OF CIP BUDGETS FOR FOUR (4) CAPITAL
IMPROVEMENT PROJECTS:

i. CIP S2019 In an Amount Not-to-Exceed $150,000
i. CIP S2020 In an Amount Not-to-Exceed $50,000
iii. CIP S2022 In an Amount Not-to-Exceed $20,000
iv. CIP S2026 In an Amount Not-to-Exceed $30,000

FOR A TOTAL INCREASE OF $250,000 AGAINST THE TOTAL BUDGET
OF $2,850,000; AND AWARD A CONSTRUCTION CONTRACT TO
GARCIA JUAREZ CONSTRUCTION, INC. IN AN AMOUNT NOT-TO-
EXCEED $2,316,276 FOR THE AVOCADO BOULEVARD, CALAVO DRIVE,
LOUISA DRIVE, HIDDEN MESA DRIVE SANITARY SEWER REPLACMENT
PROJECT

Associate Civil Engineer Daniel Kay requested that the Board authorize the
increase of the four CIPs above for a total increase of $250,000 against the total
CIP Budget of $2,850,000 for a new budget amount of $3,100,000 and award a
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construction contract to Garcia Juarez Construction, Inc. (Garcia Juarez) in an
amount not-to-exceed $2,316,275 for the Avocado Boulevard, Calavo Drive, Louisa
Drive, Hidden Mesa Drive Sanitary Sewer Replacement Project.

He stated that, as part of the District's Sewer System Management Plan, the District
began using closed circuit cameras to video its sanitary sewer system. It was
indicated that the videos identified several critical sections of the sewer pipe in need
of replacement. Approximately 4,500 linear feet of pipe is needed in Avocado,
Louisa, Calavo, Challenge, and Hidden Mesa.

Associate Civil Engineer Kay indicated that the Project’s design was provided by the
District’'s As-Needed Design Engineer, Lee & Ro, along with the District’'s As-
Needed Traffic Engineer, Darnell & Associates.

He discussed the community outreach plan that was established for the project and
indicated the District made multiple presentations to the Valle de Oro Planning
Group and also had individual meetings with the planning group’s chairman, Mr.
Jack Phillips, to provide a clear understanding of the project. He also stated that a
page on the District's website will be added to provide information about the project.

He stated that the District acquired two (2) permanent easements and five (5)
temporary construction easements to facilitate the construction. It was noted that
the budget increase was due to extended added easements, public outreach,
additional solil studies, jack and bore procedures beneath Avocado Boulevard to
minimize traffic impacts, and additional safety amenities to the sewer diversion
vault.

Associate Civil Engineer Kay indicated that the District received seven (7) bids for
the project and that Garcia Juarez Construction submitted the lowest responsive
bid; the results of the bids are provided on page three (3) of staffs’ report. He noted
that an internet “Google” search revealed no outstanding issues with the company.

Director Croucher commended staff for providing the reasons/justifications of
requesting an increase to the CIP Budget, which are listed on page 3 of staffs’
report. He indicated that the Engineering, Operations and Water Resources
Committee inquired about the financial impact of increasing the CIP Budget and
staff indicated that although the CIP Budget may increase, the financial impact is
minimal because the District establishes a six-year CIP budget plan allocating funds
for each CIP project wherein the majority of the projects are completed under
budget. In addition, the 30-year time span of debt financing the CIP Budget helps
minimize the financial impacts and increases to water rates.

Director Croucher noted that staff continues to track project costs appropriately and
indicated that overall, the District is within its CIP Budget.

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



Ayes: Directors Lopez, Croucher and Gonzalez

Noes: None
Abstain: None
Absent: Directors Bonilla and Robak

to approve the increase of CIP Budgets for four (4) Capital Improvement Projects:

i. CIP S2019 In an Amount Not-to-Exceed $150,000
i. CIP S2020 In an Amount Not-to-Exceed $50,000
iii. CIP S2022 In an Amount Not-to-Exceed $20,000
iv.  CIP S2026 In an Amount Not-to-Exceed $30,000

for a total increase of $250,000 against the total CIP Budget of $2,850,000 for a
new budget amount of $3,100,000 and to award a construction contract to Garcia
Juarez Construction, Inc. (Garcia Juarez) in an amount not-to-exceed $2,316,275
for the Avocado Boulevard, Calavo Drive, Louisa Drive, Hidden Mesa Drive Sanitary
Sewer Replacement Project.

INFORMATIONAL ITEMS

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

a) INFORMATIONAL REPORT ON THE PROGRESS OF THE
ARCHITECTURAL DESIGN AND STAFF'S SELECTION OF DESIGN
OPTION ONE (1) FOR THE RANCHO DEL REY WELL PROJECT

Senior Civil Engineer Jeff Marchioro indicated that the purpose of this item is to
provide an update to the Board on the progress of the architectural design for the
Rancho del Rey (RDR) Well treatment facility. He provided the Board large print-
out copies of the same architectural elevations included in staffs’ PowerPoint
presentation.

He indicated that the site is located in the City of Chula Vista along Rancho del Rey
Parkway in a mostly residential area. He stated that originally, the District owned
two lots, but sold one of the lots wherein a child daycare facility (Childtime) is now
located. He noted that the Childtime Daycare Center and the RDR well treatment
facility will share a common driveway.

Several slides were presented showing the architecture of the Childtime Daycare
Center and a home adjacent to the project’s site. Senior Civil Engineer Marchioro
stated that the Childtime Daycare Center is a one-story structure with a mansard
roof and a flat portion in the middle. He indicated that the roof configuration works
well for the RDR well facility as a flat roof is necessary to access the pumps. He
also indicated that the mansard roof fits aesthetically with the Childtime Daycare
Center and nearby homes.



Tetra Tech’s building plan was provided and compared to the artist renderings that
were prepared along with the RDR well’s feasibility study in 2011. He stated that
the most significant difference when comparing Tetra Tech'’s design to the artist
rendering is the building’s height.

Senior Civil Engineer Marchioro stated that Tetra Tech recommended 12-foot tall
doors to facilitate the installation and future replacement of the reverse osmosis
treatment equipment skid, which will increase the height of the building to 17.5 feet
or approximately two stories. He indicated that the overall height of the facility will
be approximately 6 feet taller compared to the height in the previous artist
renderings. The height in the current architectural elevation will be similar to the
nearby two-story residences and the overall height of the existing Childtime
structure.

Senior Civil Engineer Marchioro stated that two architectural design options were
presented to the Engineering, Operations and Water Resources Committee:

o Option 1: The architectural elevations include gables over the roll-up doors
similar to the previous artist renderings and the view from the street is
softened by one story roofs.

o Option 2: The architectural elevations include a small overhang above the
roll-up doors that may soften the Childtime view of the building. The idea is
for the building to appear shorter when looking at it from the ground.

Mr. Marchioro stated that staff selected Option 1 for the architectural design
because it is believed to be similar to the artist renderings that were already shown
to the community and is a more pleasing design.

In response to a question from Director Croucher, General Manager Mark Watton
stated that the District makes every effort to be a good neighbor to Childtime and
the surrounding community and that the impact of the RDR well’s drilling work was
very minimal to the community.

REPORTS

12.

GENERAL MANAGER'’S REPORT

SAN DIEGO COUNTY WATER AUTHORITY UPDATE

General Manager Watton announced that Marty Eberhardt, Executive Director of
the Water Conservation Garden (WCG), was retiring and that her last day is
February 1, 2012. The new director of the WCG will start on February 22, 2012.

Director Croucher indicated that CWA had a substantial change/turnover on its
board and, at its first meeting with the new members, the majority of the time was
spent reviewing and educating the new member about CWA'’s history.



13.

14.

In response to a question from President Lopez, General Manager Watton stated
that the District will not be adding another seat to CWA. He indicated, however, the
District is fortunate to have two representatives, himself and Director Croucher, on
CWA's board.

Copies of PowerPoint presentations from CWA were distributed to the board, which
provided an update on the San Vicente Dam Raise Construction Project and the
Carlsbad Seawater Desalination Project.

GENERAL MANAGER'’S REPORT

General Manager Watton highlighted information from his report that included an
update on water supply presentations that he had provided to the San Diego County
Taxpayers Association’s Transportation, Energy, Water and Infrastructure
Committee, the Spring Valley Citizens Association, and the El Cajon Rotary. He
also highlighted from his report an update on Water Smart Gardening Class for
Homeowners, the newly implemented Staff Report Electronic Approval Process, the
Finance Budget Awards, USBR Title XVI Funding, meter sales, and water sales.

DIRECTORS' REPORTS/REQUESTS
There were no additional reports from Directors.
PRESIDENT'S REPORT

President Lopez reported on meetings he attended in January 2012 and indicated
that on January 5 he attended the Metro Commission monthly meeting to discuss
the Commission’s draft Strategic Plan and other matters. On January 12 he met
with General Manager Watton to discuss items that were scheduled to be presented
at the January committee meetings. He stated that on January 17 he had a
conference call meeting with Mark Watton, Rod Posada and Bob Kennedy to
discuss direction with regard to the Metro Commission. On January 18 he attended
the Finance Administration and Communications Committee meeting on behalf of
Director Bonilla. He stated that the committee reviewed, discussed and made
recommendation on items that would be presented at the February board meeting.
On January 20 he met with Senator Anderson to provide an update on Otay
matters. On January 24 he attended the Engineering, Operations and Water
Resources Committee meeting where he reviewed, discussed and made
recommendation on items that would be presented at the February board meeting.
On January 27 he met with General Manager Watton and General Counsel Dan
Shinoff to discuss items that would be presented at the February 2012 board
meeting.

RECESSED TO CLOSED SESSION

15.

CLOSED SESSION
The Board recessed to closed session at 4:42 p.m. to discuss the following matters:
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a) CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION
[GOVERNMENT CODE §54956.9]

() SALT CREEK GOLF, LLC, UNITED STATES BANKRUPTCY
COURT, CASE NO. 11-13898-LAl11

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

1 MATTER

RETURN TO OPEN SESSION

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

The Board reconvened at 5:17 p.m. General Counsel Dan Shinoff indicated that no
reportable actions were taken in closed session.

17.  ADJOURNMENT

With no further business to come before the Board, President Lopez adjourned the
meeting at 5:17 p.m.

President

ATTEST:

District Secretary
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