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Board Agenda

Wednesday, June 15, 2011
LCRA Board Room
Austin

Estimated Time for Agenda Item No.6: No earlier than 8:45 a.m.
Estimated Time for Agenda Item No.8: No earlier than 9:00 a.m.

Iltems from the Chair

1. Appointment of Audit Committee Chair ............cceeiiieiiiiicii e 4
2. Revised LCRA Board Policy 108 - Process of Evaluating the General Manager,
General Counsel, and General AUAITOr ............ccooiiieiieie e 5

Items from the General Manager
3. RESOIULIONS. ...ttt bbbttt sbe bbb re s 11
General Manager’s Update
Legislative Update

Iltem from the Chief Financial Officer
4. FINANCIAI REPOIT......eeiiiciecee ettt et e e be e teeaeeneearas 13

Water Topics
*5.  Authorize Sale of Sunrise Beach Village Water System and Execution of a
PUICNASE AQIEEMENT .....viiiieiiiie ettt bbb 15
6. FY 2012 Operating Budget for the City of West Lake Hills Wastewater System
and Second Amendment to the Amended and Restated Wastewater Collection

and Transportation AQreEMENT ........cccvcciiieiieie et re e sre e 16
7. Water Supply Strategies for AgriCUITUIe. ..o 20
8.  White Stallion Energy Center, LLC Firm Water Contract .............ccccoovevviveieeieeie s, 21
9.  Establishment of a Water Conservation Incentives Program Review Committee ........... 25
10. Water and Wastewater Utility Divestiture Update ..........ccccccevveveiiieiieie e 28
Consent Items
11. LCRA and City of Austin Water Planning Partnership Stakeholder Committee ............. 29
*12. Conveyance of an Underground Crude Oil Pipeline Easement in Colorado County....... 30
*13. Conveyance of Fill Areas in Burnet CoUNtY ..........cccoovveiiiiiiieiie e 33
14. Fayette Power Project Parks Operating Agre€ment..........coocevvrirenininienenie e 38
15. Directors’ Fees, EXPENSEs ........cciiiiiiiiiiiiiiie i 41
16.  MiINUES OF PriOr IMEELING .......eiiiieieiieiee e bbb 42

Wholesale Power Services Topics
*17. Capital Improvement Project Approval - Sim Gideon Power Plant Fuel Tank

Removal Project and Sale of Fuel Oil...........cccccov o 48
*18. Sale of Surplus Low-Capacity Aluminum RailCars...........cccccovirininiininieeese e 50
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Finance and Administration Topics

19. Capital Improvement Project Approval - AACOG Radio Project.........ccccccevveveiiieiennnns 51

20. Contracts and ContraCt CRaNGES..........ueiveieiieieeie e e 54
Water Topic

P I B 1 (o TU T | 0L i =T =] 1o USSP 58

*This agenda item requires the approval of at least 12 members of the Board.

Legal Notice

Although this is the expected agenda, the Board may discuss or take action on any item listed in
the legal notice, which may include some items not currently on the Board agenda. Legal notices are
available on the Texas Secretary of State Web site 72 hours prior to the meeting at the following
link: http://www.sos.state.tx.us/open/.

Executive Session

The Board may go into executive session for deliberation on the matters listed in the legal notice
posted pursuant to Chapter 551 of the Texas Government Code.

The Board may take final action on any of the executive session matters upon reconvening in
open session pursuant to Chapter 551 of the Texas Government Code. The Board may act in
executive session on competitive electric matters pursuant to 8551.086 of the Texas Government
Code.
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FOR ACTION

1. Appointment of Audit Committee Chair

Proposed Motion
Approve the appointment of Director McHenry as Chair of the Audit Committee.

Board Consideration

Section 2.09 of the LCRA bylaws provides that the chair of each standing committee shall be
appointed by the LCRA Board chair with the approval of the Board, with the exception of the
Planning and Public Policy Committee, which is headed by the Board vice chair.

Budget Status and Fiscal Impact
Approval of this item will have no budgetary or fiscal impact.

Summary
Chair Timmerman has appointed Michael G. McHenry as Chair of Audit Committee, and a
Board vote is now in order.

Presenter(s)
Timothy T. Timmerman
LCRA Board Chair
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FOR ACTION

2. Revised LCRA Board Policy 108 - Process of
Evaluating the General Manager, General Counsel,
and General Auditor

Proposed Motion
Approve revisions to LCRA Board Policy 108 - Process of Evaluating the General Manager,
General Counsel, and General Auditor as attached in Exhibit A.

Board Consideration
Board approval is required for any changes to LCRA Board policies.

Budget Status and Fiscal Impact
Approval of this item will have no budgetary or fiscal impact.

Summary
The proposed revisions reflect the ongoing effort to review and streamline all Board policies to
provide for a higher level and more strategically directed set of policies for the Board. Staff
reviewed this policy at the Planning and Public Policy Committee meeting earlier this month.
The proposed changes to LCRA Board Policy 108 reflect the following:
e Removed the specific policy language that required the Board review committee to be
established at the May Board meeting and the Board to take action on the reviews at the June
Board meeting; and
e Consolidated the sections and removed the duplicate language.

Presenter(s)
Timothy T. Timmerman
LCRA Board Chair

John Rubottom
General Counsel

Exhibit(s)
A - Proposed Revised LCRA Board Policy 108 - Process of Evaluating the General Manager,
General Counsel, and General Auditor
B - Clean Version of Proposed Revised LCRA Board Policy 108 - Process of Evaluating the
General Manager, General Counsel, and General Auditor
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EXHIBIT A

LCRA BOARD POLICY

108 - PROCESS OF EVALUATING THE GENERAL MANAGER,

GENERAL COUNSEL AND GENERAL AUDITOR
June 15, 2011

September 17, 2008

108.10 PURPOSE

This policy establishes the geals-ef-process and guidelines for an annual performance evaluation
of the perfermanee-ofBoard direct reports which include the general manager, the general counsel

and the general auditor-and-sets-administrative-guidelinesforthe-evaluations.

108.20 POLICY REGARDING THE EVALUATION OF THE GENERAL MANAGER

Purpese-of-the-Evaluation—Fhe Board-of DirectorsThe purpose of each evaluation is to provide

feedback and a forum for discussion between the Board and their direct reports of issues
surrounding successful implementation of Board policies, goals and objectives. Specifically, the
Board will hold the direct reports accountable for achieving specific objectives approved by the
Board. The direct reports will deliver their objectives for the coming year to the Board at each year’s
annual evaluation.

General Manager: The Board shall annually evaluate the performance of the general manager as

the chief executive officer responsible for the business operations and activities of the organization.

Seope-of-the Evaluation— In general, the Board shall evaluate the general manager’s execution of
responsibilities, powers and duties delegated to the general manager byin the Beard—of
DireetersBylaws and applicable under EGRA-Board Policy 102, including the specific objectives
approved by the Board

that—a#e—submﬁted—annemuy—by—me—gene#al—ma%gemeneral Counsel and are—app#eved—by—the
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Purpose—of—theEvaluatioh——TFheBoard—of Directors—Board shall annually evaluate the
performance of the general counsel and the general audltor{eeﬂeetweb_“eﬁﬁeers%—?hepwpese

Seope-of-the-Evaluation. In general, the Board shall evaluate each-efficer’sthe general counsel’s

and general auditor’s execution of his or her respective responsibilities, powers and duties
assigned by the Board efDirectors—in the Bylaws and applicable Byaws—anrdLCRA-Board

Policies—Speeifically,, including the Beard-wit-held-the-officers-accountable-for-achieving-specific
objectlves that—are—seb%m%teel—annuaﬂy—and—approved by the Board4hese—ebjeen¥es—mu—be

10850 PROCEDURES FOR  EVALUATION OFTFHE GENERAL COUNSEL
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ANBTHE-GENERAL-AUBHORPROCESS

AtorbefereThe Chair of the MayLCRA Board meeting—the—Chai—of Directors will annually
appoint a—Speetalan ad hoc committee en—Officer—Evaluation—to implement the perfermanee
planningevaluation process.- The general manager, general counsel and general auditor each will
provide the committee a written self-evaluation of their past fiscal year’s performance and the
goals for the next year-as-deseribed-in-Section-108-40-—. The committee shall solicit input from the
remainder of the Board and from the senter-LCRA staff reporting directly to the general manager
regarding-each-officer’sperformanee, general counsel and geals—general auditor. The committee
may aIso request that the general manager perform a prelrmrnary evaluatron of the efficer—Fhe

e FUSLProY : e ; , £ valuationgeneral counsel and
3 '.qeneral audrtor

Before—the—June—Beard—meetingAnnually, the committee shall review the efficer’s—self-
evaluationevaluations, and Board members’ and senior-staff evaluations;input, and then prepare a

summary written evaluation of the last fiscal year, a recommendation regarding the efficer’s-goals
for the coming fiscal year, and a recommendation regarding the-efficer’s-compensation.—Fhese
three—tems— The committee must provide each Director a copy of the evaluation and any

compensatron recommendatrons Except as otherwrse required by law, the entire Board WI|| be

Board—ma%meet Wlth th&e#leereach drrect report in executlve session to drscuss theeach specific
elements-of-his-er-her-review;-the. The Board shall vote in open session on the effieer’s-goals for
the coming fiscal year and any adjustments in the-efficer>s-compensation.

108.6040 AUTHORITY
LCRA enabling legislation, Section 8503.007, Texas Special District Local Laws Code.
_LCRA Bylaws, Sections 3.02, 3-05 3.04 and 4.02.

EFFECTIVE: Feb. 20, 1997. Amended June 21, 2000, Sept. 17, 2003, ard-Sept. 17, 2008-, and
June 15, 2011.
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EXHIBIT B

LCRA BOARD POLICY
108 - PROCESS OF EVALUATING THE GENERAL MANAGER,
GENERAL COUNSEL AND GENERAL AUDITOR

June 15, 2011

108.10 PURPOSE

This policy establishes the process and guidelines for an annual performance evaluation of the
Board direct reports which include the general manager, the general counsel and the general
auditor.

108.20 EVALUATION

The purpose of each evaluation is to provide feedback and a forum for discussion between the
Board and their direct reports of issues surrounding successful implementation of Board policies,
goals and objectives. Specifically, the Board will hold the direct reports accountable for
achieving specific objectives approved by the Board. The direct reports will deliver their
objectives for the coming year to the Board at each year’s annual evaluation.

General Manager: The Board shall annually evaluate the performance of the general manager as
the chief executive officer responsible for the business operations and activities of the organization.
In general, the Board shall evaluate the general manager’s execution of responsibilities, powers and
duties delegated to the general manager in the Bylaws and applicable under Board Policy 102,
including the specific objectives approved by the Board.

General Counsel and General Auditor: The Board shall annually evaluate the performance of
the general counsel and the general auditor. In general, the Board shall evaluate the general
counsel’s and general auditor’s execution of his or her respective responsibilities, powers and
duties assigned by the Board in the Bylaws and applicable Board Policies, including the specific
objectives approved by the Board.

108.30 EVALUATION PROCESS

The Chair of the LCRA Board of Directors will annually appoint an ad hoc committee to
implement the evaluation process. The general manager, general counsel and general auditor each
will provide the committee a written self-evaluation of their past fiscal year’s performance and
goals for the next year. The committee shall solicit input from the remainder of the Board and from
the LCRA staff reporting directly to the general manager, general counsel and general auditor.
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The committee may also request the general manager perform a preliminary evaluation of the
general counsel and general auditor.

Annually, the committee shall review the self evaluations, and Board members’ and staff input,
and then prepare a summary written evaluation of the last fiscal year, a recommendation regarding
the goals for the coming fiscal year, and a recommendation regarding compensation. The
committee must provide each Director a copy of the evaluation and any compensation
recommendations. Except as otherwise required by law, the entire Board will meet with each direct
report in executive session to discuss each specific review. The Board shall vote in open session
on the goals for the coming fiscal year and any adjustments in compensation.

10840 AUTHORITY
LCRA enabling legislation, Section 8503.007, Texas Special District Local Laws Code.

LCRA Bylaws, Sections 3.02, 3.04 and 4.02.

EFFECTIVE: Feb. 20, 1997. Amended June 21, 2000, Sept. 17, 2003, Sept. 17, 2008, and
June 15, 2011.
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FOR ACTION

3. Resolutions

Proposed Motion
Approve the LCRA Board resolutions as presented to the Board.

Board Consideration
The Board will be asked to approve honorary and retiree resolutions as they occur.

Summary

LCRA recognizes employees who have retired from the organization with 25 or more years of
service with a Retiree Resolution. Other individuals may be recognized from time to time with an
Honorary Resolution.

Presenter(s)
Thomas G. Mason
General Manager

LCRA Board Agenda - June 2011
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FOR DISCUSSION

4. Financial Report

Board Consideration
This report is presented monthly to the Board for discussion.

Summary
The financial report for LCRA covers the month and fiscal year to date.

Presenter(s)
Brady Edwards
Chief Financial Officer

LCRA Board Agenda - June 2011
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FOR ACTION

5. Authorize Sale of Sunrise Beach Village Water
System and Execution of a Purchase Agreement

Proposed Motion

Authorize the general manager or his designee to negotiate and execute a purchase and sale
agreement with the City of Sunrise Beach Village (City) for the sale of the LCRA water system
serving the City (System) and to do all things necessary to accomplish the sale of the System,
consistent with the terms described below and discussed in Executive Session. Further, declare that
the System is no longer necessary or convenient or of beneficial use to the business of LCRA, such
declaration to be contingent on the conveyance of the System to the City.

Board Consideration

Texas Special District Local Laws Code section 8503.020 requires the Board to determine, by an
affirmative vote of three-fourths of the Board’s statutory membership, that any property to be sold
by LCRA is no longer necessary or convenient or of beneficial use to the business of LCRA, and
that the Board approves the terms of the sale.

Budget Status and Fiscal Impact
The administrative costs associated with the sale of this property are contained within the FY
2012 Business Plan and the proceeds will be reserved for the benefit of Water Services.

Summary

Staff seeks authorization to enter into a purchase and sale agreement to sell the System to the
City.

The System was purchased by LCRA in December 2000 from the Sandy Mountain Development
Company after the City was invited into acquisition discussions by the City. The System serves an
estimated population of 2,300 people. Since acquiring the System, LCRA has converted the System
from an aged surface-water treatment system to a groundwater system including five wells with
associated storage and distribution infrastructure.

Upon execution of the proposed purchase and sale agreement, the City will request that the
Texas Commission on Environmental Quality (TCEQ) either transfer LCRA’s rights to the existing
certificate of convenience (CCN) to the City or decertify the CCN. Also, LCRA staff will conduct a
due-diligence environmental site assessment upon execution of the purchase and sale agreement.
Operation of the System will transfer to the City at closing.

Presenter(s)
Brady Edwards
Chief Financial Officer
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Estimated Time: No earlier than 8:45 a.m.

FOR ACTION

6. FY 2012 Operating Budget for the City of West
Lake Hills Wastewater System and Second
Amendment to the Amended and Restated
Wastewater Collection and Transportation
Agreement

Proposed Motion

Approve the FY 2012 budget and the annual charges for the City of West Lake Hills Wastewater
System as shown in Exhibit B, and approve the Second Amendment to the Amended and Restated
Wastewater Collection and Transportation Agreement (“the Agreement”). The budget will be
effective July 1, 2011.

Board Consideration

Section 8503.011 of the Texas Special District Local Laws Code states the LCRA Board will
establish rates for LCRA’s services. LCRA Board Policy 501 - Water Resources states that all rates
and rate changes are to be presented to the Board for approval. Section 7.02 of the Amended and
Restated Wastewater Transportation Agreement between West Lake Hills and LCRA requires the
LCRA Board to consider and approve the annual budget for the next fiscal year of the system.
Section 9.13 of the Agreement states that the governing bodies of the parties must consent to any
modification to the agreement.

Budget Status and Fiscal Impact

The LCRA FY 2012 Business Plan and FY 2012 Capital Plan include expenses for the West
Lake Hills Wastewater System. The wastewater transportation agreement with West Lake Hills
allows for recovery of the budgeted expenses from rates and charges. The proposed FY 2012 LCRA
operations and capital budgets for the system should result in full cost recovery as allowed in the
contract.

Summary

Staff requests approval of the annual budget and the annual charge prior to the beginning of the
system’s fiscal year, which begins July 1, 2011, under LCRA’s agreement with West Lake Hills. In
addition staff requests approval of an amendment that will provide that the coverage inuring from
FY 2010 will be carried forward to FY 2012.

LCRA provides wholesale wastewater collection and transportation services to West Lake Hills.
The collected wastewater is treated by the City of Austin through an agreement between the City of
Austin and West Lake Hills. The system is located in Travis County as shown in Exhibit A and is
part of the West Travis County Region.

The proposed FY 2012 budget and annual charges for the system are attached as Exhibit B. The
exhibit identifies the operations and maintenance expenses and debt service projected to be incurred
by LCRA in FY 2012. The capital charge is an estimate only and will be finalized after the end of
the fiscal year pursuant to specific terms in the Agreement. Annual operation and maintenance
expenses are projected to increase due to costs associated with odor control at a major lift station and
grinder pump repair and maintenance. However, the overall charge to the customer is projected to
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decrease by approximately 10 percent due to the debt defeasance allowed by contract and planned in
FY 2012.

Staff is recommending that the Agreement be amended to allow the coverage that inured in
FY 2010 to be carried forward to FY 2012 instead of being used to defease debt in FY 2011. West
Lake Hills requested the change and it is reflected in the attached budget.

The budget has been discussed with the customer. West Lake Hills may request to address the
Board and has inquired with staff regarding certain direct expenses relating to grinder pump
maintenance and allocated expenses affecting the FY 2010 under recovery which is incorporated
into the proposed FY 2012 budget.

Presenter(s)
Suzanne Zarling
Executive Manager, Water Services

Dennis B. Daniel
Manager, Customer and Business Strategy

Exhibit(s)
A - General Location Map
B - City of West Lake Hills Wastewater System Budget for FY 2012
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EXHIBIT A

General Locatlon Map
West Lake Hills
Wastewater System

West Lake Hills

- Wastewaoter Service Area
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EXHIBIT B

Operation and Maintenance Expense

Labor
Materials

Less Grinder Pump Warranty Reimbursements

Chemicals

Transportation

Outside Services
Utilities-Electric

Utilities-Other

Internal Water Services Support
Corporate Overhead

Total

City of Austin Amortization

FY 09 Over Recovery
FY 10 Under Recovery

Capital Charges *
Annual Capital Repayment
Coverage Inuring

Coverage
Total

Total Charges

Exhibit B

West Lake Hills Wastewater System

Proposed Increase
FY2011 FY 2012  (Decrease)
$40,875 $25,656 ($15,219)
$5,500 $25,000 $19,500
($2,000) $0 $2,000
$5,000 $10,000 $5,000
$0 $0 $0
$1,500 $25,000 $23,500
$8,000 $8,240 $240
$2,450 $2,524 $74
$22,868 $18,189 ($4,679)
$22,927 $21,150 ($1,777)
$107,120 $135,759 $28,639
$16,212 $16,212 $0
($3,339)
$34,912 $38,251
$1,053,414 $1,105,664 $52,250
($40,313) ($252,375) ($212,062)
$253,275 $200,724 ($52,551)
$1,266,376 $1,054,013 ($212,363)
$1,386,369 $1,240,896 ($145,473)

* Capital Charges are approximations. The capital charges may be modified during the course of the

fiscal year through actual debt defeasance in accordance with the contract.

LCRA Board Agenda - June 2011

19



FOR ACTION

7. Water Supply Strategies for Agriculture

Proposed Motion
Amend the LCRA Water Supply Resource Plan to incorporate potential future water supply
strategies for agriculture.

Board Consideration

The LCRA Board has the authority to amend the Water Supply Resource Plan to incorporate
water supply strategies for agriculture. Without establishing any binding policy, the amendment will
provide a general overview of the types of water supply options the Board may consider to improve
the future reliability of water supply for agricultural purposes. Additional Board approval will be
required before any water supply project can proceed.

Budget Status and Fiscal Impact
Approval of this plan would have no impact on the FY 2011 budget.

Summary

Staff requests Board approval to amend the LCRA Water Supply Resource Plan (WSRP) to
incorporate strategies that could be considered to address future agricultural water needs. The
WSRP, approved by the Board in October 2010, provides a forecast of water demands in LCRA’s
water service area through year 2100. Currently, the plan also contains strategies for the Board to
consider in helping to meet identified demands for firm water customers. Firm customers include
cities, industries and others that have contracted with LCRA to receive water that is reliable through
a repeat of the worst drought of record for the Colorado basin.

At the request of the Board, staff has been working to identify additional strategies that can be
considered to improve future reliability of water for agriculture. Staff has worked with stakeholders
to identify and explore options to improve the efficiency of water use on farms, to improve delivery
efficiency in LCRA’s irrigation operations, and to provide agricultural water during severe drought
conditions. Staff has also identified potential funding sources for these strategies.

As with the current WSRP, the proposed amendment does not obligate LCRA to pursue any of
the identified strategies. Instead, the WSRP and this proposed amendment provide overviews of the
types of water supply strategies that may be considered to help meet future demands. Additional
Board approval will be required for any project identified in the WSRP or the proposed amendment.

Presenter(s)
Suzanne Zarling
Executive Manager, Water Services

Kyle Jensen
Manager, Water Operations
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Estimated Time: No earlier than 9:00 a.m.

FOR DISCUSSION / POSSIBLE ACTION

8.  White Stallion Energy Center, LLC Firm Water
Contract

Proposed Motion

Authorize the general manager or his designee to negotiate and execute a new firm water
contract with White Stallion Energy Center, LLC (White Stallion) for use of LCRA’s raw water
supply of up to 25,400 acre-feet per year for a term of 40 years at its proposed steam electric
generation facility in Matagorda County.

Board Consideration
LCRA’s Water Contract Rules call for Board approval of raw water contracts for amounts larger
than 500 acre-feet per year.

Budget Status and Fiscal Impact

Initially, water revenues from this contract will generate approximately $1.918 million annually
in reservation fees. The contract will also provide for upfront payments to make improvements to
the Gulf Coast Irrigation delivery system and fund water supply projects to improve the overall
management of LCRA water supply.

Summary

Staff is seeking Board authorization to negotiate and execute a new firm water contract with
White Stallion to use LCRA’s firm water at its proposed steam electric generation facility in
Matagorda County up to a Maximum Annual Quantity (MAQ) of 25,400 acre-feet per year, of which
no more than 22,050 acre-feet per year to be used at the plant site. The amount requested includes
3,350 acre-feet per year to account for delivery losses. It is anticipated that LCRA will deliver water
to White Stallion through LCRA’s Gulf Coast irrigation system.

As a legislatively created regional water supplier, if LCRA has water available to meet a request
for supply and an applicant complies with LCRA’s rules, LCRA must make that water available.
LCRA has sufficient firm water supplies in lakes Buchanan and Travis or other sources of supply to
meet this request. These sources include significant run-of-river water rights, portions of which will
need to be amended in the future. The water supply projects paid for by White Stallion will ensure
that LCRA can use these supplies to meet its needs over the life of the proposed contract.

LCRA staff has reviewed and approved White Stallion’s conservation and drought contingency
plans. White Stallion has agreed to a number of special conditions that are appropriate for this
request. Under the contract, White Stallion must pay LCRA $55 million within one year of the
contract date. LCRA intends to use this money for:

e Improvements at LCRA’s Bay City pumping plant;

e A water supply enhancement project that could include a 5,000 acre-foot off-channel

reservoir in the lower basin that can serve White Stallion and other customers;

o Other potential water supply projects, such as potential lining of canals used to deliver water

to White Stallion; and

e A study to determine the appropriate sizing and location of these water supply projects.

In addition to routine raw water use and reservation rates, White Stallion will also pay $250,000
per year from the date the plant begins commercially operating through the end of the contract.
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These additional funds will be used for future water supply projects. White Stallion also plans to
build a reservoir on its plant site to provide seven days of additional storage.

The reservoir LCRA intends to construct will be designed to allow LCRA to supply water to
White Stallion without impacting the Highland Lakes, and without impacting water available for
agriculture. This will be done by using a combination of water from the river under LCRA’s
downstream water rights and the ability to store water in the new reservoir to supply White Stallion.
It is also worth noting that, in this regard, the reservoir and other water supply enhancements and
projects funded by this contract will benefit the entire basin and all of LCRA’s customers by
allowing LCRA to more efficiently operate its system of water rights.

Presenter(s)
Suzanne Zarling
Executive Manager, Water Services

Karen Bondy
Manager, Water Resource Management

Exhibit(s)
A - General Location Map - Diversion Points
B - General Location Map - Diversion Points Detail
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EXHIBIT A
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EXHIBIT B
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FOR ACTION

9. Establishment of a Water Conservation Incentives
Program Review Committee

Proposed Motion
Establish the Water Conservation Incentives Program Review Committee and approve the
Committee guidelines.

Board Consideration

This action is brought to the Board under the provisions of LCRA Board Policy 102 - Authority
and Responsibilities for actions where Board policy or direction has not been clearly established.
This action is consistent with LCRA Board Policy 501 - Water Resources, which states that LCRA’s
conservation goals will be implemented by a variety of programs including incentives to customers.

Budget Status and Fiscal Impact
There is no fiscal impact to the LCRA as funds for this committee are included in the
FY 2012 Business Plan.

Summary

Due to the significant investments to be made in conservation efforts, as well as the importance
of water conservation as a long-term water supply strategy for the lower Colorado River basin, staff
is asking the LCRA Board to establish the Water Conservation Incentives Program Review
Committee and approve guidelines for it. As called for in the five-year Raw Water Conservation
Plan adopted in 2009 by the Board, conservation achieved through incentives and rebates will be
expanded in FY 2012. The objective of the committee is to provide direction on LCRA water
conservation incentive programs, to assist with meeting the goals established in the Raw Water
Conservation Plan, and to provide oversight of cost-sharing arrangements with customers for
conservation purposes.

The Committee will follow the guidelines, attached as Exhibit A, as authorized by the LCRA
Board of Directors. The Committee guidelines were modeled after the LCRA Community
Development Partnership Program.

Presenter(s)
Suzanne Zarling
Executive Manager, Water Services

Karen Bondy
Manager, Water Resource Management

Exhibit(s)
A - Water Conservation Incentives Program Review Committee Guidelines
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EXHIBIT A
Page 1 of 2

Water Conservation Incentives Program Review Committee
Guidelines
Purpose/Objective
The objective of the Water Conservation Incentives Program Review Committee is to provide
direction on LCRA firm water conservation incentive programs, to assist with meeting the goals
established in the Raw Water Conservation Plan, and to provide oversight of cost-sharing
arrangements with customers for conservation purposes.
Committee Members
Members of the committee shall be representatives from each of the following areas:
e One to three LCRA Board members, to be determined by the Board Chair;
e The LCRA General Manager, or his designee; and
e Three to five firm water customer representatives, representing different types of firm water
users, including municipal, irrigation/recreational and industrial water users, to be
determined by the LCRA General Manager or his designee.
Members will serve two-year terms, with no limit on total time served. All members, including
committee officers, will have voting rights.
Committee Officers
Officers of the committee will include a Chair and Vice Chair and shall be elected by majority vote
from among the members of the committee. The elections shall be conducted at the first committee
meeting, and the terms for the Chair and Vice Chair shall be two years, with no limit on total time
served.
Duties of the Chair shall be to:
e Preside at all meetings of the Water Conservation Incentives Program Review Committee.
e Approve the agenda prior to the committee meetings.

In the absence of the Chair at any meeting in which a quorum is present, the Vice Chair shall act in
his or her place. In the absence of both the Chair and Vice Chair, the members present shall elect
one to preside.

Meetings
The committee will meet at least twice a year. In addition, the committee will meet on an “as

needed” basis, with the consent of the members.
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EXHIBIT A
Page 2 of 2

Committee Criteria

The committee will serve a variety of roles, from providing oversight on cost-sharing arrangements
with customers and the disbursement of funds for LCRA conservation programs on an annual basis
to approving specific program components, such as which equipment to incentivize. All committee
funding decisions will be set in the annual Business Plan approved by the LCRA Board of Directors.

Residential Conservation Programs. The committee will approve the type of equipment and
measures eligible for funding, as well as the individual funding amounts.

Commercial, Industrial and Institutional (C11) Incentive Program. The committee will
approve the type of equipment and measures eligible for funding, as well as the individual
funding amounts. In addition, for CII project incentives over $25,000, approval from the
committee is necessary prior to the funds being released.

Firm Water Customer Cost-share Program (FWCCP). The committee will be responsible for
approving the initial program guidelines and procedures, including setting the evaluation
criteria for awarding funding, as well as the amount of funding per project. Although LCRA
staff will initially review the FWCCP proposals received and make recommendations to the
committee, final approval of the funded projects will be done by the committee.

LCRA Water Conservation Staff Responsibilities

The Water Conservation Incentives Program Review Committee shall be supported by LCRA water
conservation department staff.

Duties of the LCRA water conservation department staff shall be to:

Notify and coordinate committee meetings.
Develop committee meeting agendas, with the assistance of the committee Chair.
Record and distribute minutes of all committee meetings.
Support the cost-share application and review process.
o Provide initial screening of applications and prepare recommendations according to
the committee evaluation criteria.
Support the residential and CII conservation incentive program processes.

Adoption and Amendment of the Guidelines

The guidelines shall take effect upon majority vote of the LCRA Board of Directors. The guidelines
may be amended only at a meeting of the LCRA Board of Directors by majority vote.
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FOR DISCUSSION

10. Water and Wastewater Utility Divestiture Update

Summary

Staff will update the Board on activities related to the proposed divestiture of LCRA’s water and
wastewater utility assets.

LCRA staff plans to recommend a potential buyer or buyers to the LCRA Board in late summer
2011. LCRA believes it will take up to 18 to 24 months to complete the sale.

Presenter(s)
Brady Edwards
Chief Financial Officer
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FOR ACTION (CONSENT)

11. LCRA and City of Austin Water Planning
Partnership Stakeholder Committee

Proposed Motion

Approve five new committee members listed below to serve on the City of Austin and LCRA
Water Planning Partnership Stakeholder Committee that will provide input to LCRA and the City of
Austin (Austin) staff on water supply planning issues. These individuals will replace committee
members who did not renew their terms:

e Agriculture: Robby Cook, rice producer, Eagle Lake
Conservation: Susan Butler, CH2M-Hill, Austin
Environmental: Lonnie Moore, Protect Lake Travis Association, Lakeway
Ratepayers: Katherine Woerner, City of Cedar Park
Recreation: Rod Malone, Sail and Ski, Inc., Lakeway

Board Consideration

The 2007 Supplemental Water Supply Agreement (SWSA) between Austin and LCRA
established a Stakeholder Committee to provide transparency in the joint water supply planning
process. The SWSA requires that Stakeholder Committee Members be approved by the LCRA
Board and the Austin City Council.

Budget Status and Fiscal Impact
None.

Summary

Staff is seeking Board approval of five new members for this 15 member Water Planning
Partnership Stakeholder Committee. In 2007, LCRA and Austin created a Water Planning
Partnership. The partnership was developed to evaluate water supply alternatives for meeting future
needs, and to provide a venue for discussing other water related issues affecting both parties. A
Stakeholder Committee was formed as a way for the partnership to share information and receive
input from stakeholders in both Austin and LCRA’s water service areas.

The Stakeholder Committee was formed in 2008, and began meeting to discuss water quality,
water conservation and water supply issues. Committee members serve staggered two-year terms.
Accordingly, the terms of several members have expired, and staff, together with Austin staff,
recommends the individuals listed above to replace outgoing members. If approved, each will serve
a two-year term.

Concurrently with the LCRA Board consideration of the new committee members, the Austin
Water Utility will seek Austin City Council approval to appoint the new committee members. The
members approved by both parties will be appointed to the stakeholder group.
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FOR ACTION (CONSENT)

12. Conveyance of an Underground Crude Oil Pipeline
Easement in Colorado County

Proposed Motion

Authorize the general manager or his designee to convey a 0.1855-acre permanent underground
crude oil pipeline easement to Enterprise Crude Pipeline, LLC, a Texas limited liability company,
under a portion of an LCRA parcel in Colorado County.

Board Consideration

Section 8503.020(b) of the Texas Special District Local Laws Code requires the approval of
12 members of the LCRA Board of Directors prior to the conveyance of any interest in real property.
LCRA Board Policy 401 - Land Resources requires that requests for easements across LCRA land
be approved by the Board.

Budget Status and Fiscal Impact

The administrative costs associated with the conveyance of this easement are contained within
the FY 2011 Business Plan. The proceeds of $1,314 from the sale of this easement will be credited
to Lakeside Irrigation District operations.

Summary

Enterprise Crude Pipeline, LLC (Enterprise) has requested a 50-foot (approximately
0.1855 acre) easement to cross under an LCRA-owned irrigation canal with its Lyssy to Sealy crude
oil pipeline project. The canal is part of Lakeside Irrigation Division’s canal system in Colorado
County.

Enterprise has offered to pay LCRA $1,314 or approximately $7,084 per acre for the easement.
LCRA staff has reviewed the data and the method used to determine the offer price and believes that
the compensation for the easement is at or above the market value of the easement being conveyed.

LCRA staff has reviewed the construction and operation plans for the pipeline and found that
there will be no adverse operational impacts from the sale of this easement. A due-diligence
environmental site assessment by LCRA staff revealed no apparent adverse environmental
conditions associated with the property.

Exhibit(s)
A - Vicinity Map
B - Site Map
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EXHIBIT A
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EXHIBIT B

Site Map
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FOR ACTION (CONSENT

13. Conveyance of Fill Areas in Burnet County

Proposed Motion

Declare 17 tracts totaling approximately 0.7005 of an acre, being portions of LCRA Parcel Lake
LBJ East-03 in Burnet County, “nonessential,” and authorize the general manager or his designee to
convey the land to the City of Granite Shoals.

Board Consideration
Section 8503.020(b) of the Texas Special District Local Laws Code requires the approval of
12 members of the LCRA Board of Directors prior to the conveyance of any interest in real property.
LCRA Board Policy 401 - Land Resources requires that 12 members of the Board declare the
land no longer necessary or of beneficial use to the business of LCRA prior to conveyance.
Additionally, LCRA Board Policy 401 requires the Board to approve the terms of all land sales.

Budget Status and Fiscal Impact

The administrative costs associated with the sale of these lands are contained within the FY 2011
Business Plan. The proceeds of $103,756 from the sale will be credited to Public Recreation and
Conservation Land Acquisition fund in accordance with LCRA Board Policy 403 - Community
Services.

Summary

In 1950, LCRA acquired approximately 240 acres from the Naumann family for impounding
water as part of the Wirtz Dam construction and operations. Most of the parcel is below the 825-
foot mean sea level (msl) elevation and is submerged. LCRA subsequently conveyed the small
portion of the Naumann tract above the 825 feet msl to other landowners in exchange for inundation
easements on their adjoining properties.

The City of Granite Shoals mistakenly believed that they had acquired the submerged portion of
the Naumann tract as part of a 1972 transaction. Over a period of several years, the City proceeded
to give deeds for 17 small areas to adjoining landowners who had built bulkheads and filled the
areas. We recently learned of these conveyances by the City.

The City completed a survey and now understands that LCRA is the owner of this land. In an
effort to resolve the title issues, LCRA staff recommends that the fill areas be conveyed to the City.
By operation of law, title will then automatically transfer to the City’s grantees or their successors.
The price we are recommending the City pay LCRA is based on the historical prices that were being
charged on Lake LBJ at the time that the City issued deeds. Using that methodology, the price for
all 17 fill areas is $103,756 and the total combined acreage is 0.7005.

Section 49.226 of the Texas Water Code authorizes LCRA to convey real property for fair
market value without going through a bid process.

The tracts will be sold subject to the following reservations and restrictions:

1. LCRA will reserve all presently held oil, gas and other mineral rights of every kind or
character in, on and under the property, provided that LCRA shall not be permitted to drill or
excavate for minerals on the surface of the property.

2. LCRA will retain a 20-foot-wide recreational easement abutting the high-water line of Lake
LBJ for use by the public as required by Section 8503.023(d) of the Texas Special District
Local Laws Code.
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3. LCRA will retain the right to inundate with water all or any part of the property from time to
time without compensation.
LCRA staff will complete due-diligence environmental site assessments prior to conveyance to
determine if there are adverse environmental conditions associated with the properties.

Exhibit(s)
A - Vicinity Map
B - Site Map
C - Landowner List
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EXHIBIT A
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EXHIBIT B
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EXHIBIT C

Tract

Current

*Price

4 Grantee Name Owner Name Acres Per Acre Sale Price
Travis &
1 Stephany Jester Tonya Erwin 0.03 | $200,000 $6,000
Charles &
2 Donna Richards Stephany Jester 0.0024 | $200,000 $480
3 Charles WFaOrS & Shirley Aaron Dean Browne 0.0101 | $216,000 $2,181
David & David &
4 Lisa Matula Lisa Matula 0.0132 | $120,000 $1,584
Carl &
5 John & Jo Crews Judy West 0.0221 | $130,000 $2,873
Shannon, Shanette, Davna &
6 Shawn, Shaylon, & Day 0.093 | $130,000 | $12,090
Calvin McElreath
Shane Eckols
Antonios & Antonios &
[ Soheir Girgis Cheryl Martino 0.1365 | $130,000 | $17,745
. Russell &
8 Roy & Laura Biles Deanne Langford 0.01 | $140,000 $1,400
George & Frank & Cynthia
9 Maluan Anderson De La Garza 0.136 | $140,000 | $19,040
. Frank Reilly &
10 Olive Lee Seth Smith 0.02 | $150,000 $3,000
Robert &
11 Phyllis Bender L. P. Olson 0.015 | $150,000 $2,250
Floyd & Alan & Kathleen
12 Patricia Cross Kilberg Trust 0.0036 | $160,000 $576
13 & Frank &
14 James Turner, Jr. Gwen Ligon 0.1722 | $160,000 | $27,552
15 Dan Posey Ananth Prasad 0.02 | $190,000 $3,800
16 Tol & Joyce Boyd Rick & 0.0064 | $193,000 $1,235
Susan Gordon ' ! !
. Lee &
17 William Needham Tammy Weber, Ii 0.01 | $195,000 $1,950
Totals 0.7005 $103,756

* Based on LCRA's historical prices.
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FOR ACTION (CONSENT)

14. Fayette Power Project Parks Operating Agreement

Proposed Motion

Authorize the general manager or his designee to solicit a request for proposal (RFP) for a
15-year operating agreement for the Fayette Power Project (FPP) Parks, which includes Oak Thicket
and Park Prairie Parks on Lake Fayette.

Board Consideration
LCRA Board Policy 403 - Community Services requires Board authorization prior to the
issuance of an RFP.

Budget Status and Fiscal Impact
The administrative cost associated with the RFP process are contained within the FY 2011
Business Plan.

Summary

The operations agreement with the current park operator of FPP Parks, Recreation Program
Management Facilitators, Inc., is set to expire on April 25, 2012.

Staff met with the FPP Management Committee, which consist of members from Austin Energy
and LCRA, and received the initial approval to issue an RFP to the public for a new 15-year
agreement. This Committee is responsible for oversight and long range planning for the FPP and
revenues generated from the FPP Parks are split equally between Austin Energy and LCRA.

Staff seeks authorization from the Board to issue an RFP to the public for a new 15-year
operating agreement for the FPP Parks. The recommended operator and the terms of the agreement
will be presented to the Board for final approval.

Exhibit(s)
A - Vicinity Map
B - Site Map
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EXHIBIT A
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EXHIBIT B
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FOR ACTON (CONSENT)

15. Directors0 Fee s, ExXpenses

Proposed Motion
Approve directors’ fees and expense reports.

Board Consideration
LCRA Board Policy 105 - Directors’ Fees and Expense Reimbursement Policy and the LCRA
Bylaws require Board approval for directors’ fees and expenses.

Budget Status and Fiscal Impact
Directors’ fees and expenses are provided for in the budget in the business plan.

Summary
LCRA Board Policy 105 establishes guidelines for the payment of fees and reimbursement of the
expenses that directors incur as they carry out their responsibilities as LCRA Board members.
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FOR ACTON (CONSENT)

16. Minutes of Prior Meeting

Proposed Motion
Approve the minutes of the May 18, 2011, meeting.

Board Consideration
Section 2.04 of the LCRA bylaws provides that the Secretary will keep minutes of all meetings

of the Board.

Budget Status and Fiscal Impact
None.

Summary
Each meeting the Board approves the minutes of previous meetings.

Exhibit(s)
A - Minutes of May 18, 2011, meeting
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EXHIBIT A

Minutes Digest

May 18, 2011
11-55
11-56
11-57
11-58
11-59
11-60
11-61
11-62

11-63

11-64

11-65

11-66

11-67

Approval of a resolution honoring Gail Daugherty.
Approval of a resolution honoring Keith Daugherty.
Approval of a resolution honoring Rosa Licea.

Approval of a resolution honoring Josephine “Joey” Gerner.
Approval of a resolution honoring Ken Nates.

Approval of a resolution honoring Rick Plattsmier.
Approval of a resolution honoring Ken Riordon.

Approval of a resolution honoring Frank Morgan.

Approval of resolutions honoring Thomas “Tommy” Bills; Marc Flippin; Lance
Glosson; Quinn Koehler; Pricilla “Pat” Preas; and Gordon Urbanek.

Authorization for the general manager or his designee to extend the existing credit
agreement and all associated agreements necessary to support a letter of credit from
Wells Fargo Bank, National Association, to the Electric Reliability Council of Texas
(ERCOT) to satisfy LCRA's financial security credit requirements pursuant to the
ERCOT protocols for Nodal market participants.

Authorization for the general manager or his designee to negotiate and execute
Contract No. 3168 [Zapalac Reed Construction Company LP].

Approval of directors’ fees and expenses reimbursement.

Approval of the minutes of the April 12 and 13, 2011, and April 20, 2011, meetings.
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MINUTES OF THE REGULAR MEETING OF THE
BOARD OF DIRECTORS OF THE
LOWER COLORADO RIVER AUTHORITY
Austin, Texas
May 18, 2011

Pursuant to notice posted in accordance with the Texas Open Meetings Act, the Board of
Directors (Board) of the Lower Colorado River Authority (LCRA) convened in a regular meeting at
8:40 a.m. on Wednesday, May 18, 2011, at the principal office of LCRA, 3700 Lake Austin
Boulevard, Hancock Building, Board Room, Austin, Travis County, Texas. The meeting was open
to the public, and the following directors were present, constituting a quorum:

Timmerman
Klein
Arbuckle
Balas
Berger
Dickerson
Franklin
Johnson
Martine
McCasland
McHenry
Schrader
Spears
Wallace

Absent: White

Chair Timmerman convened the meeting at 8:40 a.m. and led the Board in pledges of allegiance
to the American and Texas flags. Director Spears provided an invocation. Chair Timmerman
introduced new LCRA Board appointee Sandra Kibby, who was present in the audience. Ms. Kibby
will replace Director Wallace on the Board.

General Manager Thomas Mason presented, and the Board approved, resolutions honoring the
following former employees who recently retired from LCRA:

11-55  Upon motion by Director Spears, seconded by Director Balas, the Board unanimously
approved a resolution (attached hereto as Exhibit A) honoring Gail Daugherty.

11-56  Upon motion by Director Berger, seconded by Director Spears, the Board unanimously
approved a resolution (attached hereto as Exhibit B) honoring Keith Daugherty.

11-57  Upon motion by Director Wallace, seconded by Director Spears, the Board
unanimously approved a resolution (attached hereto as Exhibit C) honoring Rosa Licea.

44 LCRA Board Agenda - June 2011



11-58  Upon motion by Director Wallace, seconded by Director Spears, the Board
unanimously approved a resolution (attached hereto as Exhibit D) honoring Josephine “Joey”
Gerner.

11-59  Upon motion by Director Balas, and duly seconded, the Board unanimously approved a
resolution (attached hereto as Exhibit E) honoring Ken Nates.

11-60  Upon motion by Director Wallace, seconded by Director Berger, the Board
unanimously approved a resolution (attached hereto as Exhibit F) honoring Rick Plattsmier.

11-61  Upon motion by Director Wallace, seconded by Director Balas, the Board unanimously
approved a resolution (attached hereto as Exhibit G) honoring Ken Riordon.

11-62  Upon motion by Director Dickerson, seconded by Director Martine, the Board
unanimously approved a resolution (attached hereto as Exhibit H) honoring Frank Morgan.

11-63  Upon motion by Director Spears, seconded by Director Schrader, the Board
unanimously approved resolutions (attached hereto as Exhibit I) honoring Thomas “Tommy” Bills,
Marc Flippin, Lance Glosson, Quinn Koehler, Pricilla “Pat” Preas, and Gordon Urbanek. These
retirees were not present to receive their resolutions.

General Manager Thomas Mason gave his monthly update. He discussed LCRA’s drought
communication efforts, including a new video that explains how the public can stay informed about
the extreme drought conditions currently plaguing the state and regular news conferences scheduled
with the media to keep them updated. He gave an update on the LCRA Women in Power Breakfast
held May 10 to highlight the role of women in the workplace. Panelists included LCRA directors
Lori Berger, Rebecca Klein, and Kathleen Hartnett White; former LCRA Director Linda Raun;
LCRA executive managers Becky Motal and Suzanne Zarling; and Chief People Officer Ann
Broome. General Manager Mason also gave an update on the Colorado River Foundation
fundraising event held May 10; the recent LCRA regional councils’ upstream “roundup” tour; and
his attendance at the Association of Wholesale Customers annual meeting on May 12.

Becky Motal, executive manager of External Affairs, gave a report on the LCRA regional
councils, which included background information on the creation and purpose of the seven councils
and an update on the councils’ recent two-day upstream tour.

Fred Aus, manager of Governmental Affairs, gave a report on the 82nd Texas Legislature
Regular Session, including an update on SB 1613, relating to the application of public meeting and
public information laws to public power utilities; SB 661, relating to the continuation and functions
of the Electric Reliability Council of Texas, the Office of Public Utility Counsel, and the Public
Utility Commission of Texas (PUC); HB 611, relating to the provision of certain professional
services by certain governmental entities; HB 628, relating to contracts by governmental entities and
related professional services and public works performance and payment bonds; and SB 15, relating
to state energy policy and the planning of energy development and utilization and certain related
electric power generation issues.

LCRA Board Agenda - June 2011 45



Chair Timmerman recognized the following guests in attendance: Mayor Pat Frain and
Council Member Bill Murphy of the City of Sunrise Beach Village; Judge Donna Klaeger of Burnet
County; and Pix Howell, Urban Design Officer of the City of Leander (and also a former member of
the LCRA Board of Directors).

Chief Financial Officer Brady Edwards presented the financial update for April 2011.

The Board next considered the Consent Agenda. Upon motion by Director Wallace, seconded
by Director Spears, the Board, by a vote of 14 to 0, unanimously approved consent items 3, 4, 5, and
6, included on the May 18, 2011, Board Consent Agenda, as follows:

11-64  Authorization for the general manager or his designee to extend the existing credit
agreement and all associated agreements necessary to support a letter of credit from Wells Fargo
Bank, National Association, to the Electric Reliability Council of Texas (ERCOT) to satisfy LCRA's
financial security credit requirements pursuant to the ERCOT protocols for Nodal market
participants, as recommended by staff in Consent Item 3 [attached hereto as Exhibit J].

11-65  Authorization for the general manager or his designee to negotiate and execute Contract
No. 3168 (Zapalac Reed Construction Company LP), as recommended by staff in Consent Item 4
[attached hereto as Exhibit K].

11-66 Directors’ fees and expenses and reimbursement of directors for such fees and
expenses, as recommended in Consent Item 5 [attached hereto as Exhibit L].

11-67  The minutes of the April 12 and 13, 2011, and April 20, 2011, meetings [Consent
Item 6].

Chief Financial Officer Brady Edwards next gave an update on the divestiture of LCRA water
and wastewater systems [Discussion Item 7]. He noted the May 23, deadline for potential bidders to
submit preliminary bids. Edwards said that staff expects it will take one to two weeks to narrow the
bidders to a shortlist of three to five bidders. Staff will meet with the shortlisted bidders and give
them an opportunity to take drive-by tours of the facilities. These bidders will then be given the
opportunity to complete extensive due diligence on the water and wastewater systems over the next
six weeks. Edwards said that staff anticipates making a recommendation to the Board in August on
the sale of LCRA water and wastewater systems.

Pix Howell, Urban Design Officer of the City of Leander, and Council Member Bill Murphy of
the City of Sunrise Beach Village, addressed the Board regarding the divestiture of LCRA water and
wastewater systems. Mr. Howell gave an overview of the Coalition of Central Texas Utilities
Development Corporation, a governmental entity he said was formed for the purpose of submitting a
bid proposal. Council Member Murphy reported that Sunrise Beach will submit a bid proposal to
LCRA on May 20 to purchase the Sunrise Beach water system, and he requested additional time for
Sunrise Beach to discuss the proposal.

Chair Timmerman declared the meeting to be in executive session at10:16 a.m., pursuant to
sections 551.071, 551.072, and 551.086 of the Texas Government Code (Open Meetings Act).
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Executive session ended, and Chair Timmerman declared the meeting to be in public session at
11:38 a.m.

There being no further business to come before the Board, the meeting was adjourned at
approximately 11:39 a.m.

Kathleen Hartnett White, Secretary
LCRA Board of Directors
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FOR ACTION

17. Capital Improvement Project Approval - Sim
Gideon Power Plant Fuel Tank Removal Project
and Sale of Fuel Oil

Proposed Motion
Approve the Sim Gideon Power Plant Fuel Tank Removal Project and Sale of Fuel Oil. The
motion includes:
e Declaring that the six fuel oil tanks, fuel, and associated equipment at Sim Gideon Power
Plant are no longer necessary, convenient or useful to LCRA’s continued operation; and
¢ Authorizing the general manager or his designee to negotiate and execute an agreement to
remove the fuel oil, dismantle and remove the fuel oil tanks, and take actions necessary to
remove the tank foundations and return the site to a condition appropriate for future uses.

Board Consideration

LCRA Board Policy 205 - Supply Management establishes requirements for the purchasing of
goods, services, software, construction, professional and consulting services, and the disposal of
surplus materials. This policy requires Board approval for the sale of surplus material valued at
more than $300,000. This motion requires 12 affirmative votes.

LCRA Board Policy 304 - Financial Planning requires Board approval of any project not
included in the annual capital plan or any previously approved project that is expected to exceed its
lifetime budget by 10 percent and $300,000.

Budget Status and Fiscal Impact

The budget status and fiscal impact of this project includes

o The total lifetime capital project budget for decommissioning the tanks and removing related
salvage materials is $1.2million and is expected to be spent in fiscal year (FY) 2012.

e This cost is not included in the FY 2012 LCRA Capital Improvement Plan. However, the
project will be funded entirely by proceeds from the sale of the fuel oil and salvage materials.

o Staff currently estimates that the gross proceeds from the sale of fuel oil and salvage materials
will be approximately $8.1 million.

e The total cost associated with decommissioning is expected to be approximately $2 million.
This includes the $1.2 million in capital costs for decommissioning the tanks, as well as an
additional $800,000 in operating and maintenance expenses for site remediation. The
remaining proceeds from the sale of the fuel oil after funding all decommissioning expenses
are estimated to be approximately $6.1 million and will be held in a reserve account to offset
future costs related to decommissioning the Sim Gideon Power Plant.

e The total cost of this project will be managed within the FY 2012 Business Plan and the
associated capital spending authorization for Wholesale Power Services.

Summary

Staff recommends selling approximately 4.4 million gallons of stored fuel oil and selling or
salvaging the six fuel oil tanks and associated equipment at the Sim Gideon Power Plant in Bastrop
County. Originally, Sim Gideon was designed to burn both natural gas and fuel oil to produce
electricity. This dual fuel capability has, on occasion, helped ensure reliability and reduced costs
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when natural gas supplies were limited or extraordinarily expensive. However, a risk assessment by
staff has determined there is not a near-term need for fuel oil at Sim Gideon, and — given current
environmental requirements and impacts of burning fuel oil — it is less likely to be used in the future.
Therefore, staff believes the fuel oil and fuel oil tanks no longer will be needed for LCRA’s
business. In addition, staff does not believe dual fuel capability will continue to add value for
LCRA'’s customers because it would increase capital and operating costs to maintain this capability.
Designating the fuel oil, fuel oil tanks and associated equipment as surplus equipment and
inventory will enable staff to negotiate with qualified companies to purchase and remove the fuel oil
and tanks from the site after they are cleaned in the fall of 2011. During the removal, staff will work
with the selected contractor to mitigate concerns regarding safety, traffic and environmental impacts.

Project Recap

Total Project Estimated Cost: $1,200,000
Previous Project Authorization: $ 0
Current Authorization Sought: $1,200,000
FY 2012 $1,200,000
Total: $1,200,000

Project Direction
Project Manager: Clint Meyer

Project Sponsor: Kent Dawson
Project Number: 1012054
Presenter(s)

Michael McCluskey
Manager, Generation Development
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FOR ACTION

18. Sale of Surplus Low-Capacity Aluminum Railcars

Proposed Motion

Declare that all 320 low-capacity aluminum railcars and related spare parts at the Fayette Power
Project are surplus equipment and not economically feasible for the beneficial use of LCRA’s
business, and authorize the general manager or his designee to solicit proposals and negotiate and
execute an agreement to sell the railcars and spare parts.

Board Consideration

LCRA Board Policy 205 - Supply Management establishes requirements for the disposal of
surplus materials and requires Board approval for the sale of surplus material valued at more than
$300,000. This motion requires the approval of at least 12 members of the Board.

Budget Status and Fiscal Impact

Proceeds from the sale of the railcars and spare parts are not included in the current business
plan. In today’s market, the railcars could sell for $3 to $4.5 million, including Austin Energy’s
share of the sales proceeds.

Summary

The rail transportation providers continue to provide incentives for LCRA to move toward a
railcar fleet comprised only of high-capacity aluminum railcars. Although the continued use of low-
capacity railcars is allowed, the associated transportation rates and penalties and higher maintenance
expenses have led LCRA to park the majority of the low capacity fleet at a cost of approximately
$300,000 per year. Additionally, the decline in the railcar lease market has provided additional
incentive to lease high capacity train sets, when needed, to fulfill transportation obligations at lower
transportation rates.

Staff plans to sell the entire lot of 320 low-capacity railcars by the end of the calendar year, with
the majority of these cars being sold prior to the end of this fiscal year.

Presenter(s)
Michael McCluskey
Manager, Generation Development
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FOR ACTION

19. Capital Improvement Project Approval - AACOG
Radio Project

Proposed Motion
Approve the Capital Improvement Project Authorization Request for the AACOG (Alamo Area
Council of Governments) Radio project, which includes up to five radio sites.

Board Consideration

LCRA Board Policy 304 - Financial Planning requires approval of any project not included in
the annual capital plan.

LCRA Board Policy 220 - Telecommunications states that LCRA can provide excess capacity in
its telecommunications systems to its customers, communities and nonprofit organizations in its
service territory on a cost-sharing basis.

Budget Status and Fiscal Impact

e Approval is sought for $1,265,000 for the first phase of the AACOG Radio Project.

e Total project costs will be funded from third-parties, and incremental expenses are recovered
through monthly radio subscription fees.

e This project was not included in the FY 2012 Corporate Services Capital Plan because the
third-party funding was not yet secured by AACOG.

e Staff is requesting an increase to the LCRA FY 2012 Capital Budget of $1,265,000.

e AACOG and their participants estimate a full project build-out of 20 radio sites over five
years at an estimated cost of $6,200,000. Future phases will only be brought to the Board as
AACOG secures funding.

Summary

LCRA has a mobile radio system to support reliable delivery of electric services, flood control,
and communications for LCRA business operations. Under LCRA Board Policy 220, these systems
can be shared with its customers and communities on a cost-sharing basis to support regional needs.
The revenues received from these third-party contracts are used to offset LCRA’s expenses in
owning and maintaining a radio system.

This project is a result of a regional plan completed by AACOG that determined partnering with
LCRA is the best option for providing radio interoperability for public safety entities within their
11-county region. LCRA currently provides radio service in six of the 11 counties and has
transmission lines in three other counties that currently do not have radio coverage.

This project will meet the needs of AACOG while expanding the statewide interoperable
emergency communication system in support of the Governor’s Texas Homeland Strategic Plan
(Plan). In June 2008, the LCRA Board approved a $4.6 million dollar grant-funded project to
overlay LCRA’s radio system along the hurricane evacuation corridor. This project now expands
the radio coverage to the AACOG region.

LCRA continues to benefit from these regional collaborations by increasing the LCRA radio
system coverage while reducing expenses, providing support to regional communication needs, and
supporting the statewide radio communication strategic plans.
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Project Recap
Total Project Estimated Cost:

Previous Project Authorization:
Current Authorization Sought:

FY 2012 $1,250,000
Total:
Project Direction
Project Manager: Ann Boulden
Project Sponsor: Jimmy Don Havins

Project Number: 1012080

Presenter(s)
Christopher Kennedy
Chief Administrative Officer

Vijay George, P.E.
Chief Information Officer

Exhibit(s)

A - AACOG Proposed Coverage Expansion

$6,200,000

$ 0
$1,265,000

$1,265,000
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EXHIBIT A

AACOG Proposed Coverage Expansion

\ / > " \
A <

®  AACOG Full Buildout Sites

©  AACOG Phase 1 Sites
|§| Existing Coverage, June 2008 $4.6 million Grant Project
|:I AACOG Proposed Coverage
D Alamo Area Council of Governments

LCRA Water and Traditional Electric Service Areas
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FOR ACTION

20. Contracts and Contract Changes

Proposed Motion
Authorize the general manager or his designee to negotiate and execute the following contracts
and contract changes as shown in attached exhibits.

Board Consideration

LCRA Board Policy 205 - Supply Management establishes requirements for the purchasing of
goods, services, software, construction, professional and consulting services, and the disposal of
surplus materials.

Budget Status and Fiscal Impact
All contracts and contract changes recommended for Board approval are for budgeted items
contained in the operations and capital budgets.

Summary
Each month the Board approves the contracts and contract changes in accordance with LCRA
Board Policy 205 - Supply Management.

Presenter(s)
Andy Betz
Chief Procurement Officer
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EXHIBIT A

Exceptions
Contracts and contract actions requiring Board approvals and which depart from the competitive
process, require ratification, or have terms exceeding five years are noted in Exhibit A.

For June 2011, there are no contract exceptions.
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EXHIBIT B

New Contracts
LCRA Board Policy 205 - Supply Management requires Board approval for contracts (unless
otherwise provided under other Board policy) in excess of $50,000 for professional and consulting
services and contracts valued at more than $2 million for materials, non-consulting services,
software, and construction. Each month, any new contracts that exceed these limits are noted in
Exhibit B.

Contract No. 3286

Amount: Not to exceed $4.5 million

Time: One year with four subsequent one year options to extend

Contractor: Bluebonnet Motors, Inc.

Competition: Full and open competition

Description: This contract is to provide fleet vehicles, original equipment manufactured parts,
warranty service and repair. LCRA is planning to purchase 26 light and medium trucks under this
contract for a total cost of $1,087,028 in FY 2012. Existing trucks are being replaced in accordance
with LCRA’s Fleet Management Program. Bluebonnet Motors, Inc. is a minority-owned business
located in New Braunfels, Texas.

Business Unit FY 2012 Number of Trucks
Transmission Services 10
Water Services 9
Community Services 6
Corporate Services 1
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EXHIBIT C

Contract Administration
LCRA Board Policy 205 - Supply Management requires Board approval for contract changes when
the accumulated changes are in excess of $50,000 for professional and consulting services, and
contracts valued at more than $2 million for materials, non-consulting services, software, and
construction. Each month, any changes that reach these limits are noted in Exhibit C.

A Change Ordels a change to the statement of work, specifications or schedule of the contract.
¢ An Amendmenis a change to a contract which affects other terms and conditions of the contract.
An Increase in Estimatis a request to spend more funds than were previously estimated to be
spent through a given contract. The contract is not changed; only the internal estimate of the

amount to be spent with the supplier.

e A Task Ordetis an order for services, awarded under an Indefinite Delivery Indefinite Quantity
Contract. These contracts were originally awarded with the intent to order specific work in
subsequent orders, when the exact amount, quantity and work were required.

For June 2011, there are no contract administration items.
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FOR DISCUSSION

21. Drought Briefing

Summary
Staff will provide a briefing on the drought and associated activities.

Presenter(s)
Suzanne Zarling
Executive Manager, Water Services
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