MINUTES OF THE
BOARD OF DIRECTORS MEETING OF THE
OTAY WATER DISTRICT
June 24, 2015

The meeting was called to order by President Lopez at 3:37 p.m.
ROLL CALL
Directors Present: Lopez, Robak, Smith and Thompson

Directors Absent: Croucher (out-of-town on a work commitment and on the
return to San Diego the fire district vehicle broke down)

Staff Present: General Manager Mark Watton, General Counsel Dan
Shinoff, Asst. General Manager German Alvarez, Chief of
Engineering Rod Posada, Chief Financial Officer Joe
Beachem, Chief of Information Technology Geoff Stevens,
Chief of Operations Pedro Porras, Asst. Chief of
Administration and Information Technology Adolfo Segura,
Asst. Chief of Operations Jose Martinez, District Secretary
Susan Cruz and others per attached list.

PLEDGE OF ALLEGIANCE
APPROVAL OF AGENDA

A motion was made by Director Thompson, and seconded by Director Smith and
carried with the following vote:

Ayes:  Directors Lopez, Robak, Smith and Thompson
Noes: None

Abstain: None

Absent: Director Croucher

to approve the agenda.

APPROVE THE MINUTES OF THE SPECIAL BOARD MEETING OF APRIL 29,
2015

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

Ayes:  Directors Lopez, Robak, Smith and Thompson
Noes: None

Abstain: None

Absent: Director Croucher



to approve the minutes of the special board meeting of April 29, 2015.

6. PUBLIC PARTICIPATION — OPPORTUNITY FOR MEMBERS OF THE PUBLIC
TO SPEAK TO THE BOARD ON ANY SUBJECT MATTER WITHIN THE
BOARD'S JURISDICTION BUT NOT AN ITEM ON TODAY'S AGENDA
No one wished to be heard.

CONSENT CALENDAR

7.

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

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

Ayes:  Directors Lopez, Robak, Smith and Thompson
Noes: None

Abstain: None

Absent: Director Croucher

to approve the following consent calendar items:

a) ADOPT RESOLUTION NO. 4292 TO ESTABLISH THE TAX RATE FOR
IMPROVEMENT DISTRICT NO. 27 (ID 27) AT $0.004 FOR FISCAL
YEAR 2015-2016

b) ADOPT RESOLUTION NO. 4293 TO CONTINUE WATER AND SEWER
AVAILABILITY CHARGES FOR DISTRICT CUSTOMERS FOR FISCAL
YEAR 2015-2016 TO BE COLLECTED THROUGH PROPERTY TAX
BILLS

C) AUTHORIZE AN AGREEMENT WITH BROWNSTEIN HYATT FARBER
SCHRECK (BHFS) FOR STATE AND FEDERAL LEGISLATIVE
ADVOCACY SERVICES FOR FISCAL YEARS 2015 THROUGH 2017 IN
AN AMOUNT NOT-TO-EXCEED $50,000 ANNUALLY ($100,000 TOTAL
ENDING JUNE 30, 2017)

d) CONSIDER CASTING THE DISTRICT'S VOTE TO ELECT A
REPRESENTATIVE TO THE CALIFORNIA SPECIAL DISTRICTS
ASSOCIATION’S BOARD OF DIRECTORS, REGION 6, SEAT A

e) CONSIDER THE CANDIDATES FOR THE SPECIAL DISTRICT RISK
MANAGEMENT AUTHORITY’S BOARD OF DIRECTORS ELECTION
AND CAST THE DISTRICT'S VOTE BY ELECTING UP TO THREE (3)
CANDIDATES AND ADOPTING RESOLUTION NO. 4291



ACTION ITEMS

8.

GENERAL MANAGER

a) AUTHORIZE THE BOARD PRESIDENT, OR HIS DESIGNEE, TO SEND
LETTERS TO LEGISLATORS AND THE GOVERNOR IN OPPOSITION
TO ASSEMBLY BILL 115 AND SENATE BILL 88 RELATING TO WATER
SYSTEM CONSOLIDATION

General Manager Watton indicated that this item was agendized for action by the
board, however, the bills have been signed into law by the California State
Governor today along with the budget. The bills provide the State Board
authority to force the consolidation of small districts. There are objections to
these bills as that authority already resides with the Local Area Formation
Commission (LAFCO) who has an orderly process for district consolidations.
There is also concern that small districts, who are experiencing challenges, could
be forced upon larger “solid” districts who would then have to “subsidize” the
smaller district’s customers.

Director Thompson made a motion, seconded by Director Smith and carried with
the following vote:

Ayes:  Directors Lopez, Robak, Smith and Thompson
Noes: None

Abstain: None

Absent: Director Croucher

that the District authorize the Board President to forward a letter to the legislature
and the Governor commenting/requesting amendments to the bills and the
expressing the District’'s concerns with the process to approve the bills as it did
not allow adequate time to provide input and feedback.

BOARD
a) DISCUSSION OF THE 2015 BOARD MEETING CALENDAR

Director Smith advised, for the purpose of scheduling committee meetings, that
he will be out of town on vacation from July 2 to the 18. Directors Robak and
Thompson indicated that they will be out-of-town for the August 5 board meeting
and will be unable to attend that meeting. President Lopez indicated that there
could be a possibility that there would not be a quorum for the August 5 board
meeting and requested that District Secretary Susan Cruz poll the board for a
new date for the August board meeting.

REPORTS

10.

GENERAL MANAGER’'S REPORT



11.

General Manager Watton indicated, with regard to San Diego County Water
Authority (CWA), that their budget has been reviewed at several CWA special
board meetings and it is scheduled for approval by the board at the next CWA
board meeting. CWA has also had closed session discussions regarding CWA'’s
lawsuit with the Metropolitan Water District (MWD). The court hearing is
complete, but it is not expected that they will hear back from the judge until the
first part of August.

Mr. Watton also presented information from his report that included an update on
the District’s public outreach regarding the drought, water conservation, the
Rosarito Desalination Project and recycled water fire hydrant installations.

In response to an inquiry from Director Robak, General Manager Watton
explained under the PPP (Public Private Partnership), the State of Baja has been
discussing purchasing the full production of the Rosarito Desalination Plant and
marketing the water to other users. They will utilize half the water for their
customers and market the remainder for either direct deliveries to Otay WD or
indirect delivery through the Colorado River. He stated that it is not certain how
these discussions will evolve and there is a potential that Otay WD will purchase
the Rosarito Desalination Water from the State of Baja rather than NSCA directly.

Director Smith inquired if the District had any information from other water
agencies and what they are experiencing with regard to conservation and their
budgets. Staff indicated that Helix WD is imposing an arbitrary fee on usage
over a particular amount of units without regard to how much the customer has
actually cutback on their use. The City of San Diego is budgeting for a 16%
reduction in water use which will translate to a 17% rate increase. The City’s
council, however, would like a 0% rate increase, so the City is discussing
proposing a 10% rate increase in the next two fiscal years. Rancho Santa Fe ID
is requesting that their customers cut their water use 40%. He stated that, at this
time, the response is differing from agency to agency. Director Smith also asked
if there are agencies who decide to “police” their customers water use, he would
like to hear how that is working for those agencies. General Manager Watton
indicated that staff will put together some information for Directors regarding what
other agencies are planning to do in response to the Governor's mandates.

In response to an inquiry from Director Thompson, Accounting Manager Rita Bell
indicated that customer service is working with operations to develop a daily
report on how much water is taken from CWA, which will give the District
information on water use on a daily basis. Staff feels the strong conservation
experienced in this month (26% cutback) is due to the rainfall received in May
and the conservation messaging that customers are receiving. It was also
indicated that staff will revise the water consumption report to include water use
in 2013 so it can be compared to 2015 water use.

DIRECTORS' REPORTS/REQUESTS



12.

13.

Director Robak indicated that there was an article that came out this week on
Ranch Santa Fe and it stated that Rancho Sante Fe has the highest water use.
He also shared that another article was published in USA Today that indicated
Lake Mead is at a record low. However, another report contradicts that article
indicating that, due to the rain in the Colorado Region, there is enough water for
at least another couple years. General Manager Watton indicated that the rain
has put more water into Lake Powell, which will allow the Bureau of Reclamation
the option to balance the levels in the two reservoirs. It is felt that the Bureau of
Reclamation will allow enough water to be transferred into Lake Mead to avoid a
shortage declaration through at least 2017 or, hopefully, none at all.

Director Thompson thanked staff for the work they have done related to the
drought and the Governor’s conservation mandate.

Director Smith indicated that a staff member, Richard Namba, Sr. Water
Conservation Specialist, spoke at a meeting of the Eastlake Greens Home
Owner’s Association on July 16. He stated that he felt these are the kinds of
things that the District should be doing and that the District should also document
such efforts to educate the community and encourage conservation. He
indicated that it would be good for the board to know what staff is doing to
communicate with the community.

PRESIDENT’'S REPORT

President Lopez reported on meetings he attended during the month of June
2015 (a list of meetings he attended is attached). He thanked Director Robak for
filling in for him at the June Finance, Administration and Communications
Committee meeting.

In response to an inquiry from Director Lopez, Accounting Manager Bell indicated
that the District should be refunded $478,000 from the Metro Commission, which
is higher than the refund that Padre Dam MWD will receive. The refunds were
due to a multi-year true-up and the Metro Commission was going to try and
forward the checks by June 30. The District has not yet received the check.

CLOSED SESSION

The board recessed to closed session at 4:33 p.m. to discuss the following
matter:

a) CONFERENCE WITH REAL PROPERTY NEGOTIATORS
[GOVERNMENT CODE 854956.8]

PROPERTY: SALT CREEK GOLF COURSE
525 HUNTE PARKWAY
CHULA VISTA, CA 91914
AGENCY NEGOTIATOR: MARK WATTON , GENERAL MANAGER

5



NEGOTIATING PARTIES: BILL McCWETHY, PACIFIC HOSPITALITY
GROUP

UNDER NEGOTIATIONS: LEASE AGREEMENT; PRICE AND TERMS
OF PAYMENT

The board reconvened at 5:55 p.m. and General Counsel Dan Shinoff reported
that the board met in closed session and by a motion made by Director
Thompson, and seconded by Director Smith and carried with the following vote:

Ayes:  Directors Lopez, Smith and Thompson
Noes: None

Abstain: Director Robak

Absent: Director Croucher

to authorize the General Manager to enter into a lease amendment with
Highlands Links Golf Group, LLC based on the parameters discussed in closed
session.

The board made no other reportable actions in closed session.

14. ADJOURNMENT

With no further business to come before the Board, President Lopez adjourned
the meeting at 5:57 p.m.

President

ATTEST:

District Secretary



President’s Report
June 3, 2015 Board Meeting

A) Meetings attended during the Month of May 2015:

1)

May 1: Board Agenda Briefing. Met with General Manager Watton
and General Counsel Dan Shinoff to review items that will be
presented at the May 6 Board Meeting.

May 6: Attended the District’s Regular Board Meeting

May 7: Attended a meeting of the Metro Commission (see attached
minutes)

May 15: Committee Agenda Briefing. Met with General Manager
Watton to review items that will be presented at the June
committee meetings.

May 19:

a. Attended AWWA’'s Desalination Workshop. Attendees: Director
Robak, General Manager Watton and Chief of Engineering Rod
Posada

b. Attended the District’s Special Board Meeting for a
workshop on the FY 2016 Budget.

May 20: Attended the District’s Finance, Administration and
Communications Committee. Reviewed, discussed, and made
recommendation on items that will be presented at the June board
meeting.

May 22: Attended a meeting of the District’s Ad Hoc Salt Creek
Golf Course Committee. Attendees: Director Thompson, General
Manager Watton and Mr. Bill McWethy

May 27: Attended a meeting of the Metro Commission Finance
Committee

May 29:

a. Attended CWA’'s Legislative Roundtable with Senator Marty
Block and Assemblymember Brian Jones. Attendees: Director
Thompson and General Manager Watton

b. Board Agenda Briefing. Met with General Manager Watton and
General Counsel Dan Shinoff to review items that will be
presented at the June 3 Board Meeting.



