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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 Website 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 2030 Committee Chair

Proposed Motion
Approve the appointment of Vernon E. “Buddy” Schrader as chair of the 2030 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 Director Schrader as chair of the 2030 Committee. A Board
vote is now in order.

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

2. Appointment of Retirement Benefits Board of
Trustees

Proposed Motion
Approve the appointment of Raymond A. Gill, Jr. and Vernon E. “Buddy” Schrader as the two
Board representatives on the Retirement Benefits Board of Trustees.

Board Consideration

The Plan document that governs the LCRA retirement plans provides that the LCRA Board
shall appoint two LCRA Board members to serve three-year terms on the Board of Trustees for
LCRA’s retirement plans.

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

Summary
Chair Timmerman has appointed Director Gill and Director Schrader as representatives on the
Retirement Benefits Board of Trustees. A Board vote is now in order.

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

Rebecca S. Motal
General Manager
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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
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FOR DISCUSSION

5. LCRA FY 2012 Business Plan First Quarter
Update

Board Consideration
This update is presented quarterly to the Board for discussion.

Summary

The update includes LCRA’s financial and operational performance for the first quarter of
FY 2012.

Presenter(s)
Jim Travis
Treasurer
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FOR ACTION (CONSENT)

6. Conveyance of Electric Distribution Line Easement
In Williamson County

Proposed Motion

Authorize the general manager or her designee to convey a 10-foot wide (0.26 acre)
permanent electric distribution line easement to Pedernales Electric Cooperative across a
portion of LCRA’s Liberty Hill Wastewater Treatment Facility property in Williamson 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 prior to the conveyance of any interest in real property. LCRA
Board Policy 401 - Land Resources requires approval of 12 members of the LCRA Board prior to
the conveyance of any interest in real property.

Budget Status and Fiscal Impact

The administrative cost associated with the conveyance of this easement is contained
within the FY 2012 Business Plan.

Summary

The purpose of this agenda item is to obtain authority to convey a permanent electric
distribution line easement to the Pedernales Electric Cooperative (PEC). The permanent
easement will contain an overhead electric distribution line necessary for the PEC to
improve electric reliability by connecting its Seward Junction substation with its Leander
and Andice substations creating a loop in the distribution system.

LCRA staff recommends that the easement be granted to PEC with no compensation to
LCRA because the value of having a dual power feed to the Liberty Hill Wastewater plant
outweighs the compensation value of $34,750.

A due diligence environmental site assessment has been conducted by LCRA staff and there
are 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)

7. LCRA Board Policy 306 - Investments

Proposed Motion
Review and adopt amendments to LCRA Board Policy 306 - Investments as shown in
Exhibit A.

Board Consideration

Chapter 2256 of the Government Code (Texas Public Funds Investment Act, or the TPFIA)
requires that a governing body of an investing entity review and adopt its investment policy and
investment strategies annually.

Budget Status and Fiscal Impact
The FY 2012 Business Plan anticipated this annual policy review.

Summary

The Board will fulfill its statutory requirements under the TPFIA for the annual review and
adoption of the LCRA investment policy. Staff recommends approval of the policy, which
includes proposed minor changes required to comply with certain provisions of legislation passed
in the most recent legislative session (House Bill 2226) and updating the names of approved
broker/dealers.

Exhibit(s)
A - LCRA Board Policy 306 - Investments
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EXHIBIT A

LCRA BOARD POLICY
306 - INVESTMENTS

Pecember15-20100ctober 19, 2011

306.10 PURPOSE

This policy states objectives and guidelines for investing LCRA funds and defines the types
of investments in which LCRA may invest. The policy applies to activity involving LCRA funds,
excluding the LCRA Retirement Benefits Plan and the LCRA 401(k) and Deferred Compensation
Plans, which are not LCRA funds.

306.20 POLICY

LCRA’s investments will be made in accordance with applicable laws, the LCRA enabling
legislation, the Bylaws, Board policies, and current LCRA bond resolutions. Selection of securities
firms or financial institutions must be approved by the Board of Directors. All such firms must
provide certification forms asserting that they have read and are familiar with the LCRA
investment policy, and that reasonable procedures and controls have been implemented to preclude
unauthorized transactions. Effective cash management is recognized as a foundation of this policy.
The Chief Financial Officer is responsible for implementing this policy.

306.201 Investment Objectives. The LCRA investment portfolio will be managed in compliance
with Chapter 2256 of the Texas Government Code, as amended (the Public Funds Investment Act or
TPFIA), primarily to be consistent with LCRA’s responsibilities as a steward of the public trust
and to take advantage of investment interest as a source of income for all funds.

LCRA will emphasize the following objectives, listed in order of importance:

Standard of care - LCRA will ensure that all LCRA personnel involved in the investment process
act responsibly as custodians of the public trust in the preservation of LCRA capital. LCRA
investments will be made with the exercise of judgment and care, under circumstances then
prevailing, that persons of prudence, discretion and intelligence exercise in the management of
their own affairs, not for speculation but for investment, considering the probable safety of
principal as well as the probable income to be derived.

Suitability - LCRA will ensure the suitability of the investment to LCRA’s financial requirements.

Safety - LCRA will give priority to ensuring the preservation and safety of principal.
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Liquidity - LCRA will maintain sufficient liquidity to provide adequate and timely availability of
funds necessary to pay obligations as they become due.

Marketability - LCRA will consider its ability to liquidate an investment prior to maturity.

Diversification - LCRA will diversify its investments on the basis of maturity, type of instruments,
financial institutions, and securities firms.

Return on investment - LCRA will optimize return on investments within the constraints of safety
and liquidity.

Maturity - LCRA will invest its funds in maturities sufficiently diverse and, in consideration of
maximum maturity limits, to achieve safety of principal and adequate liquidity.

306.202 Authorized Instruments and Securities Firms. LCRA shall purchase, from securities
firms or financial institutions approved by the Board and listed in Appendix A, only those
investment instruments authorized under this policy and listed in Appendix B, such list being from
the TPFIA as periodically amended, with LCRA policy designated maximum maturities.

306.203 Designated Investment Officers. Responsibility for LCRA’s investments and investing
activity, as provided for in this policy, shall be the responsibility of the designated investment
officers. The Chief Financial Officer and the Treasurer of LCRA are the designated investment
officers of LCRA.

306.204 Officer Training. All designated investment officers, as well as all personnel responsible
for executing investment transactions, must attend an investment training session not less than once
each state fiscal biennium (state fiscal year, Sept. 1-Aug. 31), ence—every—two—years from an
independent source approved by the Board of Directors and receive the number of training hours
as required in the TPFIA. LCRA employees take training from either the University of North
Texas Center for Public Management, the Government Treasurers’ Organization of Texas, or the
Government Finance Officers Association of Texas.

306.205 Disclosure of Personal Business Relationships. All designated investment officers, as
well as all personnel responsible for executing investment transactions, who have a personal
business relationship, as defined in the TPFIA, or are related within the second degree by affinity
(marriage) or by consanguinity (descended from the same ancestor), as defined in Texas
Government Code Chapter 573, with any representative offering to engage in an investment
transaction with LCRA, shall file a statement disclosing that personal business interest or
relationship with the Texas Ethics Commission and the LCRA Board of Directors.

306.30 PROCEDURES
306.301 Safekeeping of Investments. LCRA will maintain safekeeping procedures to protect

against potential loss or misapplication of investments. The Chief Financial Officer or designee
will be responsible for procedures that secure LCRA assets. All investment activity will be

LCRA Board Agenda - October 2011 15



accomplished on a “delivery-versus-payment” basis via the Federal Reserve System. Investment
instruments will be held in the name of LCRA and the LCRA fund being invested.

306.302 Authorization. Investment management authority is delegated in accordance with Board
Policy 303 - Authorization to Disburse, Transfer and Invest LCRA Funds.

306.303 Collateralization. To the extent not insured by federal agencies that secure deposits,
LCRA funds must be secured by collateral securities as stated in the Texas Public Funds Collateral
Act, as amended. The total market value of the collateral securities will be an amount at least
equal to the amount of the deposits of public funds, increased by the amount of any accrued
interest and reduced to the extent that the deposits are insured by an agency or instrumentality of
the United States government. Notwithstanding the foregoing, securities described in Section
2256.009(b), Texas Government Code, may not be used to secure deposits of LCRA funds.

A collateral depository agreement will be executed by any bank anticipated to hold LCRA funds in
excess of federal deposit insurance and by any collateral safekeeping bank. Safekeeping receipts
will be furnished by the safekeeping bank indicating the pledge of the securities to LCRA.

306.304 Depository Restrictions and Security of Funds. Other than for paying agent purposes,
LCRA will use as depositories for its funds and investments only federal- or state-chartered banks
or trust companies with their main office or branch located in the state of Texas in which deposits
up to the maximum allowable limit are insured by federal agencies. Such depositories will be
approved by the Board of Directors.

306.305 Periodic Reporting. Investment reports will be made as required by the TPFIA and will
be provided to the Board as follows:

General Context of Report Schedule
Investment portfolio summary Monthly
Portfolio composition and performance

(investment yield versus benchmarks) Quarterly
External financial audit

(investment holdings, compliance) Annually

All designated investment officers must sign the quarterly reports.

A report on changes to the TPFIA will be made to the Board within 180 days after the last day of
the regular session of the Legislature.

306.306 Investment Strategies. In addition to the above LCRA corporate investment objectives
and guidelines, the following detailed investment strategies are provided to address various LCRA
funds on issues including the following:

Revenue Funds
The Revenue Funds shall include investments suitable for funds requiring a high degree of
liquidity, and shall be limited to an average maturity no greater than five years. Due to their short-
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term nature, involuntary investment liquidations are unlikely for the Revenue Fund; however,
should they be necessary, the short-term nature of the instruments would make material losses
highly unlikely. Revenue Funds investments will be compared against appropriately competitive
and reasonable benchmarks, including money market funds of similar makeup and maturities.

Construction Funds

The Construction Funds shall include investments suitable to meet construction payment
requirements for which the related funds were acquired. Investment maturities will be structured
to meet construction payment requirements and will comply with federal tax regulations on
spending terms. These short-term investments are benchmarked by the same process as the
Revenue Funds investments.

Debt Service Reserve Funds

The Debt Service Reserve Funds shall include investments suitable to provide reserves to meet any
shortfalls in funds available to make required debt service payments. As Debt Service Reserve
Funds are not to be utilized except in the case of insufficient revenues, average maturities in these
funds can range from six months to ten years. However, in no instance should an investment
maturity exceed the latest established debt service requirement/payment date. Debt Service
Reserve Funds investments will be structured to achieve the most competitive yields attainable
given appropriate diversification and safety requirements, and will be compared against
appropriately competitive and reasonable benchmarks, considering limitations on yield provided
by federal tax law.

306.307 Monitoring Market Prices. Monitoring shall be done monthly and more often as
economic conditions warrant by using appropriate reports, indices or benchmarks for the type of
investment. Information sources may include financial/investment publications and electronic
media, software for tracking investments, depository banks, investment banks, financial advisors,
and representatives/advisors of investment pools or money market funds._ Monitoring of credit
ratings shall be done on a regular, ongoing basis and as often as economic conditions, market
news or credit rating agency news releases warrant review of any specific security, type of
security or security issuer. If a credit rating for a security or security issuer falls below the
minimum allowable rating set by the Texas Public Funds Investment Act, LCRA shall take all
prudent measures that are consistent with its investment policy and Texas Public Funds
Investment Act Section 2256.021 to liguidate the security.

306.308 Required Policy Compliance Audits. A compliance audit of management controls and
adherence to this policy as it relates to LCRA’s investments and investing activity shall be
performed on an annual basis in conjunction with the organization's financial audit. The
compliance audit will also cover LCRA’s depository or custodian with respect to investment
securities and records for pledged collateral, as required in Chapter 2257 of the Texas Government
Code, as amended (the Public Funds Collateral Act).

306.309 Periodic Review and Approval of Policy. This investment policy and its investment
strategies shall be reviewed and approved by the LCRA Board of Directors on at least an annual
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basis, as required by the TPFIA. The Board of Directors shall record in writing its approval of
existing policy and any changes to the LCRA investments policy and investment strategies.

306.40 AUTHORITY

LCRA enabling legislation, Chapter 8503, Special District Local Laws Code Public Funds
Investment Act, Chapter 2256, Texas Government Code Public Funds Collateral Act, Chapter
2257, Texas Government Code

EFFECTIVE: Dec. 1986. Amended March 19, 1987 (republished); Dec. 14, 1991; Oct. 22, 1992;

Oct. 17, 1995; Oct. 23, 1997; Oct. 22, 1998; Aug. 18, 1999; Dec. 13, 2000; June 13, 2001; Nov.20,

2002; Nov. 19, 2003; Oct. 20, 2004; Nov. 16, 2005; Nov. 15, 2006; Nov. 14, 2007; Dec.17, 2008;
| Dec. 16, 2009; and Dec. 15, 2010; and Oct. 19, 2011.
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APPENDIX A
APPROVED BROKER/DEALERS

Name of Firm Headquarters LCRA Trading Office
FTN Financial Capital Markets Memphis Memphis

Stifel Nicolaus & Company, Inc. St. Louis Houston

RBC Capital Markets Minneapolis Newport, Ore.

Merrill Lynch, Pierce, Fenner & Smith Inc. New-YorkCharlotte, N.C. Dallas
Morgan Keegan & Company, Inc. Memphis Austin

Citigroup-Glebal-Markets,te. Morgan Stanley & Co.
Greenwich-Capital-Markets,tre. RBS Global Banking & Markets

Chicago
Wells Fargo Securities, LLC San Francisco
Cantor Fitzgerald & Co. New York

New York Houston
Greenwich, Conn.

Austin
Dallas

LCRA Board Agenda - October 2011
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APPENDIX B
APPROVED INVESTMENTS OF PUBLIC FUNDS
AS OF SEPTEMBER 1, 2003
(SECTION 2256, PUBLIC FUNDS INVESTMENT ACT OF 1987, AMENDED)

DESCRIPTION

1. Obligations of, or guaranteed by, Governmental Entities (Section 225 6.009 of the Texas
Public Funds Investment Act) Maturity Limit: 30 years

2. Certificates of Deposit and Share Certificates (Section 2256.0 10 of the Texas Public Funds
Investment Act) Maturity Limit: 3 years

3. Repurchase and/or Reverse Repurchase Agreements (Section 2256.011 of the Texas Public
Funds Investment Act) Maturity Limit: 1 year

4. Securities Lending Program (Section 2256.0115 of the Texas Public Funds Investment Act)
Maturity Limit: 1 year

5. Banker’s Acceptances - Rating/Definition (Section 2256.0 12 of the Texas Public Funds
Investment Act) Maturity Limit: 270 days

6. Commercial Paper - Rating/Definition (Section 2256.013 of the Texas Public Funds
Investment Act) Maturity Limit: 270 days

7. Money Market Mutual Funds - Permissions/Restrictions (Section 2256.0 14 of the Texas
Public Funds Investment Act) Maturity Limit: 90 days

8. Guaranteed Investment Contracts (GICs) (Section 2256.0 15 of the Texas Public Funds
Investment Act) Maturity Limit: 3 years

9. Investment Pools (Section 2256.0 16 of the Texas Public Funds Investment Act) Maturity
Limit: 90 days
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FOR ACTION (CONSENT)

8. FY 2011 Financial Statements and Auditor’s
Report

Proposed Motion
Approve the FY 2011 audited financial statements and authorize the filing of the audited
financial statements with the executive director of the Texas Commission on Environmental

Quiality (TCEQ).

Board Consideration

The TCEQ, under authority granted to it within Section 49.194 of the Texas Water Code,
requires river authorities such as LCRA to file with the commission an annual audit report
approved by the Board of Directors.

Budget Status and Fiscal Impact
None.

Summary
The Board has received a copy of the FY 2011 audited financial statements.

LCRA Board Agenda - October 2011
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FOR ACTION (CONSENT)

9. Quarterly Report of Legal Fees and Expenses

Proposed Motion
Approve FY 2012 first quarter report of legal fees and expenses for outside counsel.

Board Consideration

LCRA Board Policy 207 - Outside Legal Representation and Related Matters requires the
general counsel to prepare a report of compensation and expenses paid to outside counsel for each
calendar quarter.

Budget Status and Fiscal Impact
Outside counsel fees and expenses are included within the FY 2012 Business Plan.

Summary
Under LCRA Board Policy 207, the LCRA Board approves the retention of all outside counsel
pursuant to written agreements that specify the scope of work and hourly rates.

Exhibit(s)
A - Legal Fees and Expenses Paid by LCRA to Outside Counsel and Consultants
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EXHIBIT A

LEGAL FEES AND EXPENSES PAID BY LCRA TO

OUTSIDE COUNSEL & CONSULTANTS

BREAKDOWN OF OUTSIDE COUNSEL & CONSULTANT COSTS
TOTALS BY COST CENTER
1st Quarter | FY12YTD FY12YTD Percent of
COST CENTER Total Total Budget YTD Budget
Generation $365,735 $365,735 $306,650 119%
Transmission $531,625 $531,625 $1,051,250 51%
Corporate $81,400 $81,400 $172,500 47%
Water $54,604 $54,604 $91,250 60%
Community $0 $0 $2,500 0%
TOTAL: $1,033,364 $1,033,364 $1,624,150 63%

BREAKDOWN OF OUTSIDE COUNSEL & CONSULTANTS TOTALS
O&M and CIP
FY12 FY12 FY12 FY12
1st YTD YTD 1st YTD YTD
cosTcener | Qe | T | S | Qurer | T | e
Generation $171,007 | $171,007 $85,400 | $194,728 $194,728 $221,250
Transmission $10,190 | $10,190 $0 | $521,435 $521,435 | $1,051,250
Corporate $79,356 | $79,356 $35,000 $2,044 $2,044 $81,400
Water $54,604 | $54,604 $91,250 $0 $0 $0
Community $0 $0 $2,500 $0 $0 $0
TOTAL: $315,157 | $315,157 $214,150 | $718,207 $718,207 | $1,353,900

* CIP = Is the capital portion that will be amortized over the life of the facility.
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Generation

Fuels - Development, Acquisition
and Transportation

Outside Counsel
Slover & Loftus
Outside Counsel Subtotal
Outside Consultant
Rimkus Consulting
Outside Consultant Subtotal
Fuels Subtotal
Power Production
Outside Counsel
Baker Botts, LLP
Burford & Ryburn, LLP
Jackson Walker, LLP
Winstead, PC
Outside Counsel Subtotal

Power Production Subtotal

Total

Transmission

Outside Counsel

Bickerstaff, Heath, Delgado,
Acosta, LLP

Jackson Walker, LLP

Ross Molina Oliveros, PC

Smith, Robertson, Elliott, Glen,

Klein & Bell, LLP

Wagstaff, Alvis, Stubbeman,
Seamster & Longacre

1st Quarter FY 2012

Fees Expenses Totals Totals
$7,100 $0 $7,100 $7,100
$7,100 $0 $7,100 $7,100
$39,783 $63 $39,846 $39,846
$39,783 $63 $39,846 $39,846
$46,883 $63 $46,946 $46,946
$122,396 $807 $123,203 $123,203
$4,661 $284 $4,945 $4,945
$186,851 $2,932 $189,783 $189,783
$858 $0 $858 $858
$314,766 $4,023 $318,789 $318,789
$314,766 $4,023 $318,789 $318,789
$361,649 $4,086 $365,735 $365,735
$111,026 $146 $111,172 $111,172
$34,839 $2,611 $37,450 $37,450
$171,100 $31,050 $202,150 $202,150
$54,712 $830 $55,542 $55,542
$123,752 $788 $124,540 $124,540
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Watson & Renner
Outside Counsel Subtotal

Total

Corporate
Human Resources/Employee Benefits

Outside Counsel

Bickerstaff, Heath, Delgado,
Acosta, LLP

Fulbright & Jaworski, LLP
Winstead, PC

Outside Counsel Subtotal

Telecommunications
Outside Counsel
Fish & Richardson

Outside Counsel Subtotal

Finance, Tax Issues, Regulatory
Services, General Miscellaneous

Outside Counsel

McCall, Parkhurst & Horton, LLP
Scott, Douglass, & McConnico,
L.L.P.

Outside Counsel Subtotal

Total

1st Quarter FY 2012

Fees Expenses Totals Totals
$223 $548 $771 $771
$495,652 $35,973 $531,625 $531,625
$495,652 $35,973 $531,625 $531,625
$69 $0 $69 $69
$17,328 $6,967 $24,295 $24,295
$318 $3 $321 $321
$17,715 $6,970 $24,685 $24,685
$790 $0 $790 $790
$790 $0 $790 $790
$54,329 $1,356 $55,685 $55,685
$240 $0 $240 $240
$54,569 $1,356 $55,925 $55,925
$73,074 $8,326 $81,400 $81,400

26
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1st Quarter FY 2012
Fees Expenses Totals Totals
Water
Water and Wastewater
Outside Counsel
Freeman & Corbett, LLP $25,981 $21,705 $47,686 $47,686
Jackson Walker, LLP $1,143 $0 $1,143 $1,143
Outside Counsel Subtotal $27,124 $21,705 $48,829 $48,829
Water and Wastewater Subtotal $27,124 $21,705 $48,829 $48,829
River Management
Outside Counsel
Graves, Dougherty, Hearon &
Moody, PC $5,775 $0 $5,775 $5,775
Outside Counsel Subtotal $5,775 $0 $5,775 $5,775
River Management Subtotal $5,775 $0 $5,775 $5,775
Total $32,899 $21,705 $54,604 $54,604
1st Quarter Totals (FY 2012) $963,274 $70,090 $1,033,364 $1,033,364
Top 10 Outside Counsel and Consultant Matters
CREZ Transmission Lines CIP $304,672
Clear Springs-to-Hutto Transmission Line (Real Estate & Condemnation) CIP $200,928
Ferguson Replacement Project CIP $129,485
EIP (FPP Environmental Litigation & Permitting) OM $123,203
Corporate Finance oM $53,641
Utility Divestiture oM $47,686
FPP U1&2 Scrubber Project (Contract Issues) CIP $33,531
Peaker Project Phase Il (Contract Review) CIP $31,158
Corporate General Matters oM $24,925
Interim Capital Addition (ICA) Rate Case OM $10,190
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FY 2012 Totals by Law Firm

Jackson Walker, LLP

Ross Molina Oliveros, PC

Wagstaff, Alvis, Stubbeman, Seamster & Longacre
Baker Botts, LLP

Bickerstaff, Heath, Delgado, Acosta, LLP

McCall, Parkhurst & Horton, LLP

Smith, Robertson, Elliott, Glen, Klein & Bell, LLP
Freeman & Corbett, LLP

Fulbright & Jaworski, LLP

Slover & Loftus

Graves, Dougherty, Hearon & Moody, PC

Burford & Ryburn, LLP

Winstead, PC

Fish & Richardson

Watson & Renner

Scott, Douglas, McConnico

Outside Counsel Total

FY 2012 Totals by Outside Consultants

Rimkus Consulting

Outside Consultant Total

FY 2012 Outside Counsel and Consultant Total

$228,376
$202,150
$124,540
$123,203
$111,241
$55,685
$55,542
$47,686
$24,295
$7,100
$5,775
$4,945
$1,179
$790
$771
$240

$993,518

$39,846

$39,846

$1,033,364
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FOR ACTION (CONSENT)

10. Directors’ Attendance at Seminars, Conferences

Proposed Motion
Approve directors’ attendance at seminars or conferences for calendar year 2011.

Board Consideration
LCRA Board Policy 105 - Directors’ Fees and Expense Reimbursement Policy and the LCRA
Bylaws require approval for directors’ attendance at seminars and conferences.

Budget Status and Fiscal Impact
The budget in the business plan provides for travel to seminars and conferences by members of
the Board.

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.

Section 2.08 of the LCRA Bylaws provides that per diem and expenses shall be paid to
members of the Board who attend association meetings, conventions and conferences that are all
directly related to LCRA business, provided such attendance is authorized by prior resolution of
the Board.

Julie Eby will assist in making necessary travel arrangements for seminars or conferences.
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FOR ACTION (CONSENT)

11. Directors’ Fees, Expenses

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 ACTION (CONSENT)

12. Minutes of Prior Meetings

Proposed Motion
Approve the minutes of the Sept. 13, 2011, special meeting and Sept. 21, 2011, regular
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 Sept. 13, 2011, special meeting
B - Minutes of Sept. 21, 2011, regular meeting
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EXHIBIT A
MINUTES OF THE SPECIAL MEETING OF THE
BOARD OF DIRECTORS OF THE
LOWER COLORADO RIVER AUTHORITY
Austin, Texas
September 13, 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 special meeting
at 10:17 a.m. on Tuesday, September 13, 2011, at the principal office of LCRA, 3700 Lake Austin
Boulevard, Hancock Building, Board Conference Room, Austin, Travis County, Texas. The
meeting was open to the public, and the following directors were present, constituting a quorum:

Timmerman
Klein
White
Arbuckle
Balas
Berger
Dickerson
Johnson
Kibby
Martine
McHenry
Spears

Absent: Franklin
Gill
Schrader

Chair Timmerman convened the meeting at 10:17 a.m. and declared the meeting to be in
executive session at 10:18 a.m., pursuant to sections 551.071 and 551.074 of the Texas
Government Code (Open Meetings Act). Executive session ended, and Chair Timmerman
declared the meeting to be in public session at 2:07 p.m.

11-127  Director White moved, seconded by Director Balas, that the Board adopt a
resolution approving the Fiscal Year 2011 performance evaluations and Fiscal Year 2012
compensation for General Counsel John Rubottom and General Auditor Charlie Johnson [A copy
of the resolution is attached hereto as Exhibit A.]. The motion was unanimously approved by a
vote of 12 to 0.

There being no further business to come before the Board, the meeting was adjourned at
approximately 2:09 p.m.

Kathleen Hartnett White, Secretary
LCRA Board of Directors
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EXHIBIT B

Minutes Digest
September 21, 2011

11-128 Approval of the proposed calendar year 2012 Board meeting dates.

11-129 Approval of a resolution honoring Debbie Pawlik.

11-130 Approval of a resolution honoring Grace Lebeda.

11-131 Approval of a resolution honoring Roger Lewis.

11-132 Approval of a resolution honoring Rusty Ray.

11-133 Approval of a resolution honoring Ken Taylor.

11-134 Approval of a resolution honoring Kenneth Troppy.

11-135 Approval of resolutions honoring Allen Campbell, Paul Webb, Jim Wofford, and

Ronald “Ronnie” Wollf.

11-136 Approval and authorization for the chair or his designee to execute Amendment No.
Eight to the Lower Colorado River Authority Retirement Plan and Trust.

11-137 Approval and authorization for the chair or his designee to execute Amendment No.
Two to the Lower Colorado River Authority 401(k) Plan.

11-138 Approval and authorization for the chair or his designee to execute Amendment No.
Six to the Lower Colorado River Authority Deferred Compensation Plan.

11-139 Approval of directors’ fees and expenses reimbursement.

11-140 Approval of the August 16, 2011, special meeting minutes and August 24, 2011,
regular meeting minutes as corrected.

11-141 Approval of the Capital Improvement Project Authorization Request for the
Purchase and Sale of Land in Bastrop County Project and authorization for the
general manager or her designee to enter into an agreement with the Sanders-
Intervivos Family Trust for the acquisition of approximately 110.227 acres of land
in Bastrop County, the conveyance of an approximate 2.628 acres in Bastrop
County to the Trust, and declaration of such 2.628-acre tract “nonessential.”

11-142 Adoption of a resolution regarding the permanent prohibition of floating habitable
structures on the Highland Lakes.
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11-143

11-144

11-145

11-146

No Action:

Adoption and approval of the Seventeenth Supplemental Resolution to the
Controlling Resolution establishing the LCRA Transmission Contract Revenue
Financing Program authorizing the issuance of tax-exempt and/or taxable debt in an
amount not to exceed $900 million (the LCRA TSC 2011 Bonds) for the following
purposes: (i) refunding the Transmission Contract Revenue Commercial Paper
Notes, Tax-Exempt Series and Tax-Exempt Series B, (ii) refunding certain
outstanding long-term Transmission Contract Debt, (iii) funding debt service
reserves for the LCRA TSC 2011 Bonds, and (iv) paying for issuance costs.

Authorization for the general manager or her designee to negotiate and execute the
following contracts and contract changes: Change Order No. 8 to Contract No. 3253
[SWS Environmental LLC] and Supplemental Agreement No. 1 to Contract No.
2247 [Dell, Inc.].

Adoption of a resolution regarding drought management actions in response to
current drought conditions.

Adoption of a resolution regarding divestiture of LCRA water and wastewater
utility systems.

Agenda Item 10 - Water Management Plan Policy Changes.
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MINUTES OF THE REGULAR MEETING OF THE
BOARD OF DIRECTORS OF THE
LOWER COLORADO RIVER AUTHORITY
Austin, Texas
September 21, 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 8:36 a.m. on September 21, 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
White
Arbuckle
Balas
Berger
Dickerson
Franklin
Gill
Johnson
Kibby
Martine
McHenry
Schrader
Spears

Chair Timmerman convened the meeting at 8:36 a.m. and led the Board in pledges of
allegiance to the American and Texas flags. Director Spears provided an invocation.

11-128  Chair Timmerman presented for consideration Agenda Item 1 - proposed Board and
committee meeting dates for calendar year 2012. Upon motion by Director Gill, seconded by
Director Franklin, the Board, by a vote of 15 to 0, unanimously approved Agenda Item 1 [attached
hereto as Exhibit A].

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

11-129  Upon motion by Director Spears, seconded by Director White, the Board
unanimously approved a resolution (attached hereto as Exhibit B) honoring Debbie Pawlik.

11-130  Upon motion by Director Balas, seconded by Director McHenry, the Board
unanimously approved a resolution (attached hereto as Exhibit C) honoring Grace Lebeda.
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11-131  Upon motion by Director Spears, seconded by Director Balas, the Board
unanimously approved a resolution (attached hereto as Exhibit D) honoring Roger Lewis.

11-132  Upon motion by Director Berger, seconded by Director Johnson, the Board
unanimously approved a resolution (attached hereto as Exhibit E) honoring Rusty Ray.

11-133  Upon motion by Director Berger, seconded by Director Spears, the Board
unanimously approved a resolution (attached hereto as Exhibit F) honoring Ken Taylor.

11-134  Upon motion by Director White, seconded by Director Spears, the Board
unanimously approved a resolution (attached hereto as Exhibit G) honoring Kenneth Troppy.

11-135  Upon motion by Director Berger, seconded by Director Balas, the Board
unanimously approved resolutions (attached hereto as Exhibit H) honoring Allen Campbell, Paul
Webb, Jim Wofford, and Ronald “Ronnie” Wolf. These retirees were not present to receive their
resolutions.

Former employees Donna Brasher, Kirk Cowan, and Bonnie Kessler were in attendance to
show support for the recent retirees being honored. Also present was Raymond Barker, a former
employee and former LCRA Board chair.

General Manager Becky Motal gave her monthly report. She focused on the recent wildfires in
Central Texas and introduced a video that showed highlights of the wildfires. General Manager
Motal noted that the wildfires affected every aspect of LCRA’s service area, including power
generation, transmission, water and wastewater facilities, gas storage facility, LCRA parks and
lands, and -- most important of all -- LCRA employees. Chief Operations Officer Jimmy Havins
provided an operations summary, including examples of how LCRA employees responded, as well
as how LCRA performed as an organization, during the recent wildfire events. Executive Manager
Ross Phillips, Transmission Services, provided an update on the impact of the wildfires on the
transmission system.

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

Chair Timmerman recognized the following guests in attendance: Judge Donna Klaeger and
Commissioner Bill Neve of Burnet County; Commissioner Chris King of the City of Wharton; Pix
Howell, representing the Central Texas Utilities Development Corporation (also a former LCRA
Board member); Mayor Patricia Frain and Council Member Tommy Martin of the City of Sunrise
Beach Village; Judge Nate McDonald of Matagorda County; and Commissioner Ray Whisenant of
Hays County.

Agenda items 4, 5, and 6, relating to the resolutions and amendments, attached hereto as
Exhibits I, J and K, (amendments) to the LCRA Retirement Plan and Trust Agreement, the LCRA
401(k) Plan, and the LCRA Deferred Compensation Plan (plans) were moved from the Consent
Agenda to the Action Items Agenda to address questions raised by Director Dickerson with respect
to the effective date of the proposed amended definitions of “compensation” and “includable
compensation,” respectively, in the plans.
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Chief People Officer Ann Broome presented a general overview of the amendments. Director
Dickerson asked whether the amended definitions of “compensation” and “includable
compensation” would exclude any awards from the LCRA Fiscal Year 2011 Incentive Plan (ST
plan) paid post-retirement to participants who retire between July 1, 2011, and the date on which
the STI awards are actually paid, which is anticipated to be October 14, 2011. General Manager
Motal responded that post-retirement STI plan payments would be excluded because the effective
date of the amended definitions of ‘compensation” and “includable compensation” in the proposed
amendments is August 1, 2011. Director McHenry indicated that he would support approval of the
amendments if the effective date of the changes to the definitions of “compensation” and
“includable compensation” is changed from August 1, 2011 to October 15, 2011, as suggested by
General Manager Motal. It was the general consensus of the Board that with this change, the
Board would adopt the amendments with all other effective dates in the amendments remaining as
presented in order to satisfy legal and administrative requirements.

Director Spears discussed the importance and appropriateness of the proposed changes in the
amendments related to the Heroes Earnings Assistance and Relief Tax Act of 2008 (HEART Act)
and the need to support and recognize the sacrifices of active duty service members in particular as
much as possible.

Upon motion by Director Spears, seconded by Director Kibby, the Board took the following
actions:

11-136  Approved and authorized the chair or his designee to execute Amendment No. Eight
to the Lower Colorado River Authority Retirement Plan and Trust Agreement, attached hereto as
Exhibit L, which provides an October 15, 2011, effective date for the amended definition of
“compensation.”

11-137  Approved and authorized the chair or his designee to execute Amendment No. Two
to the Lower Colorado River Authority 401(k) Plan, attached hereto as Exhibit M, which provides
an October 15, 2011, effective date for the amended definition of “compensation.”

11-138  Approved and authorized the chair or his designee to execute Amendment No. Six
to the Lower Colorado River Authority Deferred Compensation Plan, attached hereto as Exhibit N,
which provides an October 15, 2011, effective date for the amended definition of “includable
compensation.”

The Board next considered the revised Consent Agenda. Upon motion by Director Balas,
seconded by Director White, the Board, by a vote of 15 to 0, unanimously approved consent items
7 and 8, included on the September 21, 2011, Board Consent Agenda, as follows:

11-139  Directors’ fees and expenses and reimbursement of directors for such fees and
expenses, as recommended in Consent Item 7 [attached hereto as Exhibit O].

11-140  The August 16, 2011, special meeting minutes and August 24, 2011, regular
meeting minutes as corrected.
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11-141  Dennis Daniel, manager of Customer and Business Strategy, presented for
consideration a staff recommendation, described in Agenda Item 11 [attached hereto as Exhibit P],
that the Board approve the Capital Improvement Project Authorization Request for the Purchase
and Sale of Land in Bastrop County Project and authorize the general manager or her designee to
enter into an agreement with the Sanders-Intervivos Family Trust for the acquisition of
approximately 110.227 acres of land in Bastrop County, convey an approximate 2.628 acres in
Bastrop County to the Trust, and declare such 2.628-acre tract “nonessential” (no longer necessary
or convenient or of beneficial use to the business of LCRA). Daniel noted that the name
“Saunders” in the proposed motion should be revised to reflect “Sanders.” Upon motion by
Director Spears, seconded by Director Johnson, the recommendation was unanimously approved
by a vote of 15 to 0.

11-142  Fran Irwin, manager of Community Services, presented for consideration a staff
recommendation, described in Agenda Item 12 [attached hereto as Exhibit Q], that the Board adopt
a resolution regarding the permanent prohibition of floating habitable structures on the Highland
Lakes. After discussion, upon motion by Director Johnson, seconded by Director Berger, the
recommendation was unanimously approved by a vote of 15 to 0.

Margo Mermelstein, a resident of Lake Travis, addressed the Board and expressed support for
Agenda Item 12.

11-143  Treasurer Jim Travis presented for consideration a staff recommendation, described
in Agenda Item 14 [attached hereto as Exhibit R], that the Board adopt and approve the
Seventeenth Supplemental Resolution to the Controlling Resolution establishing the LCRA
Transmission Contract Revenue Financing Program authorizing the issuance of tax-exempt and/or
taxable debt in an amount not to exceed $900 million (the LCRA TSC 2011 Bonds) for the
following purposes: (i) refunding the Transmission Contract Revenue Commercial Paper Notes,
Tax-Exempt Series and Tax-Exempt Series B, (ii) refunding certain outstanding long-term
Transmission Contract Debt, (iii) funding debt service reserves for the LCRA TSC 2011 Bonds,
and (iv) paying for issuance costs. The resolution also will:

1. Approve related documents, including bond purchase agreements, escrow agreements,
paying agent/registrar agreements, the Preliminary Official Statement in substantially final
form, and the Transmission Contract Revenue Debt Installment Payment Agreement
Supplement Related to the LCRA TSC 2011 Bonds. [Bond counsel has prepared or
reviewed all documents.]

2. Delegate authority to the general manager, chief financial officer, and/or treasurer:

a. to approve any final changes to said documents necessary to facilitate proper issuance of
such LCRA TSC 2011 Bonds;

b. to establish the terms of the LCRA TSC 2011 Bonds as provided in the resolution
(including issuing such bonds in one or more separate series (tax-exempt and/or taxable),
the principal amounts and maturity schedules, interest rates, redemption provisions, and
terms of any reserve funds); and
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c. to approve the terms of the sale of the LCRA TSC 2011 Bonds to an underwriting team
led by Morgan Stanley & Co. and Barclays Capital, Inc., and to execute bond purchase
agreements.

Upon motion by Director Balas, seconded by Director Schrader, the recommendation [Agenda
Item 14] was unanimously approved by a vote of 14 to 0, with Director Dickerson abstaining from
voting in order to avoid the appearance of a conflict of interest. Director Dickerson stated that
some of his clients may potentially own some of the bonds.

11-144 Leah Manning, manager of Operations Support, presented for consideration a staff
recommendation, described in Agenda Item 15 [attached hereto as Exhibit S], that the Board
authorize the general manager or her designee to negotiate and execute the following contracts and
contract changes: Change Order No. 8 to Contract No. 3253 [SWS Environmental LLC] and
Supplemental Agreement No. 1 to Contract No. 2247 [Dell, Inc.]. Staff responded to questions
from the Board regarding these contract changes. Upon motion by Director Dickerson, seconded
by Director McHenry, the recommendation was unanimously approved by a vote of 15 to 0.

Chair Timmerman next recessed the meeting at approximately 10:22 a.m. for a break, and he
reconvened the meeting at approximately 10:45 a.m.

Chair Timmerman introduced Agenda Item 9 - Drought Response and noted that there was
extensive discussion and public comment on this item at the September 20 Water Operations
Committee meeting. Chair Timmerman also noted that a group of stakeholders met with LCRA
staff after the meeting to try to reach consensus on options to address the current drought situation.
Chair Timmerman asked Suzanne Zarling, executive manager of Integrated Resource Planning, to
give an update on the outcome of the meeting and present staff’s recommendations.

Suzanne Zarling reported that she and other staff members, including Kyle Jensen, Karen
Bondy, James Kowis, and Lyn Clancy, met with participants representing lake interests,
environmental interests, firm water customers, and irrigation operations. Zarling said that
participants were able to reach an agreement on a proposal that staff believes is fairly comparable
in terms of its protection of firm water customers to staff’s proposal that was previously
submitted to the Board. The agreement also will make water available to the irrigators (if
substantial rains occur before March 1) under a plan that gives them some certainty about what to
expect. Zarling presented and discussed these recommendations for interim drought relief, shown
on the overhead screen. [A copy of the recommendations was provided to the Board and is
attached hereto as Exhibit T-1.].

Suzanne Zarling next reviewed the remainder of staff’s recommendations, also shown on the
overhead screen. Zarling noted that these recommendations were presented and discussed with the
Board previously. [A copy of the recommendations is attached hereto as Exhibit T-2.].

The Board had an extensive discussion on this item, and staff responded to various questions
from the Board.
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Chair Timmerman next recognized the following guests in attendance: Mayor Bill Hamilton of
the City of Rollingwood, Susan Nold from Senator Kirk Watson’s office, Lisa Craven from
Senator Glenn Heger’s office, and Mayor Cynthia Kirby of the City of Lometa.

Chair Timmerman invited speakers to provide public comment on both agenda items 9 -
Drought Response and 10 - Water Management Plan Policy Changes. Chair Timmerman
announced that the Board would not take up Agenda Item 10 at this meeting. He said Agenda Item
10 would be considered in October.

The following speakers addressed the Board regarding agenda items 9 and 10: Clancy Terrill,
a founder of the Lake Buchanan Conservation Corporation; Richard Szukalla, a resident of Lake
Buchanan; City Manager David Vaughn of the City of Burnet; Rusty Brandon, Central Texas
Water Coalition; Judge Donna Klaeger of Burnet County; Mitch Thames, President of Bay City
Chamber of Commerce and Agriculture; Commissioner Chris King of Wharton County; Janet
Caylor, Central Texas Water Coalition and a business owner on Lake Travis; Haskell Simon, Gulf
Coast Division Farmer’s Advisory Committee; Jo Karr Tedder, Central Texas Water Coalition;
Judge Nate McDonald of Matagorda County; Ross Crow, Assistant City Attorney, City of Austin;
Eric Rauschuber, Director of Utilities, City of Cedar Park; Robby Cook, Lakeside Irrigation
District; and Paul Silva, Gulf Coast Irrigation District.

Board members thanked the speakers for their input and expressed appreciation for the
willingness by stakeholders with varying interests to work together to reach consensus on difficult
issues related to the current drought situation.

11-145 Director Spears moved that the Board adopt the following resolution regarding
drought management actions in response to current drought conditions:

WHEREAS, the Colorado River basin is experiencing a serious drought that has, at times, been
more intense than the worst drought this region has experienced, the Drought of Record that
occurred from 1947 to 1957; and

WHEREAS, the last 11 months have been the driest in state history, with more than 99 percent
of the state in drought and more than 75 percent of the state in severe drought or worse; and

WHEREAS, the record-breaking hot, dry weather has caused inflows to the Highland Lakes to
be some of the lowest in history and less than 1 percent of average for June, July and August.
Inflows for those three months combined were less than 3,000 acre-feet, the lowest of any three-
month period in history and significantly lower than the roughly 12,000 acre-feet of second lowest
three-month period in history; and

WHEREAS, LCRA’s Board of Directors understand the economic distress caused by this
drought to farmers in the lower basin and throughout the state: and

WHEREAS, current analysis shows that strict adherence to the current Water Management
Plan could result in water being released for irrigation of first crop in 2012 but cut off before the
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crop is complete. Such a circumstance would lead to crops burning up in the field and the water
already used for irrigation being wasted; and

WHEREAS, LCRA’s Board of Directors wants to take all necessary and prudent steps to
manage the region’s water supply to meet the essential needs of cities and industry through this
severe drought; and

WHEREAS, additional drought management measures must be pursued to address the drought
in a responsible and measured way; and

WHEREAS, LCRA experts have analyzed numerous comparisons of current conditions and
historical droughts and have recommended a comprehensive set of drought management actions
needed to respond adequately to the unprecedented drought conditions;

THEREFORE, BE IT RESOLVED that the LCRA Board of Directors hereby authorizes the
general manager or her designee to take the following actions:

1. Authorize staff to prepare and file an application to seek relief from the TCEQ to deviate
from the current Water Management Plan as it pertains to the determination of interruptible
supply for 2012 to:

a. Provide no interruptible stored water to customers within Gulf Coast and Lakeside if
combined storage is below 850,000 acre-feet on March 1, 2012.

b. Provide no more than 125,000 acre-feet of interruptible stored water for diversion for
customers within Gulf Coast, Lakeside, Garwood and Pierce Ranch if combined storage
is at or above 850,000 acre-feet and less than 920,000 acre-feet on March 1, 2012.

c. Provide interruptible stored water in accordance with the then-current Water
Management Plan if combined storage is at or above 920,000 acre-feet on March 1, 2012.

d. Provide interruptible stored water for second crop only upon a determination by the
LCRA Board that sufficient water is available.

e. Provide interruptible stored water to Garwood and Pierce Ranch, in accordance with their
contracts.

2. Authorize staff to prepare and file applications with the TCEQ for temporary amendments
to authorize use of LCRA’s run-of-river rights for industrial, irrigation, and municipal firm
customers at additional locations, if dry conditions persist and such supplies are not being
used for agriculture within the four major irrigation operations.

3. Modify the interruptible water supply contracts for 2012 for first crop to provide as follows:
a. Deliveries of interruptible stored water will not occur prior to April 1, 2012;

b. Deliveries of interruptible stored water will cease the earlier of: (1) 145 days; (2)
diversion of a total 125,000 acre-feet of interruptible stored water by the four irrigation
operations; or (3) combined storage reaches 600,000 acre-feet; and

c. Increase the surcharges for excess use.
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4. Bring to the Board for consideration any water contract requests that reflect an increased
demand on LCRA supplies, unless such request is needed to respond to an emergency
shortage of municipal water, for up to 50 acre-feet for one year or less. All other contract
matters will continue to be handled consistent with LCRA’s current raw water contract
rules.

5. Continue to actively work with our firm water customers to begin preparing for potential pro
rata curtailment. Continue to encourage all customers to conserve water and use water as
efficiently as possible.

The motion, seconded by Director Martine, was unanimously approved by a vote of 15 to 0.

Chair Timmerman declared the meeting to be in executive session at 11:59 a.m., pursuant to
sections 551.071, 551.072, 551.074 and 551.086 of the Texas Government Code (Open Meetings
Act). Executive session ended, and Chair Timmerman declared the meeting to be in public
session at 1:50 p.m.

The Board next took up Agenda Item 13 - Sale of LCRA’s Water and Wastewater Utilities.
Chief Financial Officer Brady Edwards outlined staff’s recommendations contained in a resolution
regarding the divestiture of LCRA water and wastewater utility systems. Edwards stated that, after
meeting with consultant BMO Capital Markets, staff believes the recommendations are the best
that staff could bring to the Board. Edwards also stated that the recommendations meet the criteria
set by the Board in its November 17, 2010, resolution regarding the sale of water and wastewater
utilities.

The following speakers addressed the Board regarding this item: Gary Hampton, representing
the Texas Community Utility Partnership (TCUP); General Manager Earl Foster of Lakeway
Municipal Utility District; Steve Held, TCUP; Pix Howell, representing the Central Texas Utilities
Development Corporation; Commissioner Ray Whisenant of Hays County; and Mayor John
Cowman of the City of Leander.

Chair Timmerman and Director Spears thanked the speakers for their comments.

11-146 Director Spears then moved that the Board adopt the following resolution regarding
divestiture of LCRA water and wastewater utility systems:

WHEREAS, in November 2010, the Board directed staff to seek a buyer for LCRA’s water and
wastewater utility systems based on the following criteria:

« Ability and commitment to provide reliable and quality utility services;
« Ability to invest capital for additional and/or necessary water and wastewater utility
infrastructure;

« Commitment to meet applicable regulatory requirements; and

« Willingness to compensate LCRA for its investment in water and wastewater utility
systems.

NOW, THEREFORE, BE IT RESOLVED that the Board authorize the general manager or her
designee to negotiate for the period beginning immediately and ending October 14, 2011, and, if

42 LCRA Board Agenda - October 2011



successful, to execute purchase and sale agreements for LCRA water and wastewater utility
systems based on revised proposals received in September from the following entities:

 City of Leander for the Sandy Creek Water System;

« Lakeway Barge Participants for the Lakeway Regional Raw Water System;

+ City of Austin for the Glenlake Water System; and

« Whitewater Springs Water Supply Corporation for the Whitewater Springs Water System.

FURTHER RESOLVED that the Board authorize the general manager or her designee to do all
things necessary to accomplish the conveyance to the named bidder of each system listed above for
which a purchase and sale agreement has been fully executed by October 14, 2011.

FURTHER RESOLVED that the Board declare the systems previously named in this resolution
as no longer necessary or convenient or of beneficial use to the business of LCRA, such
declaration for each system to be contingent upon the closing on the sale of such system.

FURTHER RESOLVED that if a purchase and sale agreement for any of the systems previously
named in this resolution, or for the Liberty Hill Wastewater System, is not fully executed on or
before October 14, 2011, that the general manager or her designee is directed to return to the Board
on or before October 19, 2011, for further direction regarding such system.

FURTHER RESOLVED that all offers received for the following systems be rejected, and the
following systems be excluded from the divestiture process, and that such systems be retained by
LCRA: Rollingwood Wastewater System; Tahitian Village Wastewater System; West Lake Hills
Wastewater System; and raw water and wastewater systems serving Windmill Ranch.

FURTHER RESOLVED that, for all water and wastewater utility systems not previously named
in this resolution or not already progressing toward divestiture under an executed sales agreement,
the general manager or her designee is authorized to negotiate toward a memorandum of
understanding with each of two proposing entities -- California Water Service Group and Corix
Infrastructure, Inc. -- based on their revised proposals received in September, and staff is directed
to return the two negotiated memoranda of understanding to the Board for the Board’s approval of
one of these memoranda of understanding on or before October 19, 2011.

The motion, seconded by Director Berger, was unanimously approved by a vote of 15 to 0.

There being no further business to come before the Board, the meeting was adjourned at
approximately 2:25 p.m.

Kathleen Hartnett White, Secretary
LCRA Board of Directors

LCRA Board Agenda - October 2011 43



FOR ACTION

13. Approve Water Management Plan Policy Changes

Proposed Motion

Approve key changes underlying the next Water Management Plan (WMP). Authorize staff to
prepare an updated WMP consistent with these changes and to make other non-substantive
revisions. The updated plan will be brought to the Board for approval prior to submittal to the
Texas Commission on Environmental Quality (TCEQ) for review and approval.

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. The Board previously approved guidance used for the development of the current
(2010) WMP, and some key issues under consideration for the updated WMP would represent a
change from the 2010 WMP.

Budget Status and Fiscal Impact
The proposed action would have no fiscal impact on the FY 2012 Business Plan. The proposed
action may result in reduced sales of interruptible water in the irrigation operations in future years.

Summary

Under LCRA’s water rights for lakes Buchanan and Travis, LCRA was required to develop a
water management plan that may be amended from time to time. The WMP is designed to meet
firm customer demands without shortage through a repeat of the drought of record. Interruptible
water can be made available based upon a series of triggers relating to water stored in the Highland
Lakes or other approaches designed to protect firm demands. The WMP must also address
environmental flow needs of the lower Colorado River and Matagorda Bay.

The TCEQ order approving the 2010 WMP required that LCRA begin the process for
developing an updated WMP in July 2010. The updated WMP is to address changes in conditions
since the current WMP was filed with TCEQ in 2003, as well as specific requirements included in
the TCEQ order approving the 2010 WMP. The proposed changes address the following key
issues:

e projected increases in firm demands;

e intense drought conditions such as those experienced in the past several decades; and

e new science related to environmental flows for instream and bay and estuary needs.

LCRA staff worked with a stakeholder advisory committee over the past year seeking input
and potential consensus on many of the recommended changes. The advisory committee included
members representing firm customers, irrigators, lake area businesses and residents, and
environmental interests.

Staff recommends adoption of the proposed changes to the WMP. The recommended changes
are presented and discussed in detail in a memorandum that was provided to the Board prior to this
meeting. The memorandum also documents areas where the advisory committee reached
consensus as well as the various positions on issues where consensus was not reached. Staff
recommends changes to the WMP in the following key areas:
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e updated year 2020 firm water demand projections based on the Water Supply Resource
Plan and the use of interim water demands;

e curtailment policies for interruptible stored water based on 2020 water demands as well as
an interim level of demands; and

e use of environmental flow regimes for instream and bay and estuary needs based on recent
studies.

Presenter(s)
Suzanne Zarling
Executive Manager, Integrated Resource Planning

James Kowis
Chief Water Supply Strategist

Exhibit(s)
A - Summary of Proposed Changes to Next Water Management Plan

LCRA Board Agenda - October 2011

45



EXHIBIT A

Summary of Proposed Changes to Water Management Plan

Item

Staff Recommendation

Planning horizon

Use 10-year planning horizon, as in prior WMPs, through
2020.

Add a two-phased approach with two sets of curtailment
procedures; first set is designed for interim demands
(between 2010 and 2020), and the second is designed for
2020 demands.

Quantify actual demands and demand projections on a yearly
basis to determine when to transition from interim to 2020
curtailment procedures.

Minimum combined
storage in lakes Buchanan
and Travis

For simulations of the Drought of Record, maintain a
minimum combined storage equal to approximately one year
of firm demands or roughly 375,000 to 400,000 acre-feet
(resulting in an increase to the 200,000 acre-feet minimum in
the 2010 and prior WMPSs).

Agricultural curtailment
triggers and procedures for
interruptible stored water

Use separate curtailment triggers for first crop and second
crop, with water available for second crop based on
combined storage in the middle of the year (June 1), rather
than Jan. 1.

Cut off supply of interruptible stored water anytime
combined storage is below 600,000 acre-feet.

Place an annual limit on the supply of water for agricultural
needs even when combined storage is above the trigger
points for curtailment (thus eliminating “open supply”
concept).

Supply of interruptible
water to customers outside
of the four downstream
irrigation operations.

Reduce total supply available from 30,000 acre-feet per year
to 4,000 acre-feet per year.
Simplify procedure for determining if water is available.
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Item

Staff Recommendation

Environmental flow
curtailment triggers and
procedures

Incorporate new triggers and instream flow and bay and
estuary inflow criteria reflective of flow regimes
recommended in more recent (2008) environmental flow
studies.

Drought worse than
Drought of Record criteria
and procedures

Minor changes to drought intensity criteria and to address a
drought longer than 10 years in duration.

Identification of potential
Drought Contingency Plan
(DCP) changes

Amend firm water DCPs such that LCRA would not request
firm water customers to institute voluntary or mandatory
drought contingency measures until after interruptible stored
water for agriculture is curtailed (cut back).

Amend irrigation DCP consistent with WMP policy changes.
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FOR ACTION

14. LCRA Pro Rata Curtailment Plan

Proposed Motion
Approve a Pro Rata Curtailment Plan for firm water customers and authorize staff to submit
the plan to the Texas Commission on Environmental Quality (TCEQ) for approval.

Board Consideration
Pursuant to the Water Management Plan, LCRA is to develop a stored water curtailment plan
to be approved by the LCRA Board and TCEQ.

Budget Status and Fiscal Impact
If the LCRA Board declares a drought more severe than the Drought of Record and the pro rata
plan is implemented, LCRA’s raw water sales are likely to be reduced.

Summary

Under LCRA’s Water Management Plan (WMP), if the LCRA Board declares that the lower
Colorado River system is experiencing a drought more severe than the Drought of Record, a
mandatory pro rata curtailment will be implemented. In June 2010, the LCRA Board approved
detailed water contract rules related to the pro rata reduction of water for firm water customers.

Pursuant to the WMP, LCRA is to develop a pro rata curtailment plan to be approved by the
LCRA Board and TCEQ. The attached plan has been developed consistent with rules that the
LCRA Board previously approved. Under the plan and rules, in the event of a pro rata curtailment
of firm water supplies, LCRA would:

e Curtail against customers’ current reasonable demands;

e Provide an opportunity for customers to seek variances based on public health and safety;

e Impose surcharges and potentially cut off customers who exceeded the amount of water

allotted during a pro rata curtailment.

Presenter(s)
Kyle Jensen
Executive Manager, External Affairs

Exhibit(s)
A - Draft LCRA Firm Water Curtailment Plan for Submittal to TCEQ
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EXHIBIT A

DRAFT - October 5, 2011

LCRA Firm Water Curtailment Plan for Submittal to TCEQ
I. Purpose and Background.

This plan is submitted for approval by the Texas Commission on Environmental Quality (TCEQ)
consistent with LCRA’s current TCEQ-approved Water Management Plan. This plan defines the
general process under which LCRA will make water available during a pro rata curtailment in
accordance with Texas Water Code 8§ 11.039, and includes a variance procedure consistent with
TCEQ rules. In developing the procedures within its raw water contract rules for implementing
this plan, LCRA received and considered public input consistent with TCEQ rules. This plan will
be treated as an amendment to LCRA’s Raw Water Drought Contingency Plan (currently found in
LCRA’s Water Management Plan).

I. Determination of water to be made available during pro rata curtailment.

In the event the LCRA Board orders a pro rata curtailment, the amount of water made available to
all firm water customers will be reduced by an equal percentage from the customers’ reasonable
demands. The determination of a customer’s available supply during a curtailment will be based
on the following:

1. Actual water use from a dry 12-month period (the “Reference Year”) will serve as the
default “Baseline Amount” to which pro rata reductions would be applied. The Baseline
Amount would not exceed customer’s contracted annual quantity.

2. The Baseline Amount is subject to adjustment based upon conditions that caused
customer’s water use in the Reference Year to be reduced, including, but not limited to:

3. implementation of water conservation or drought contingency measures during the

Reference Year which resulted in quantified and documented savings;

new growth and that will result in increases to customer’s reasonable demands;

plant outages or other incidents that reduced demand; and

customer did not hold a contract for the entire Reference Year.

The amount of water to be made available to a customer during a curtailment (the “Annual

Allotment”) will be equal to the Baseline Amount, less the percentage curtailment ordered

by the Board.

8. A variance to a customer’s Annual Allotment will be considered if failure to grant a
variance would result in a threat to public health, welfare or safety and there is no practical
alternative water supply.

N o ok
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I1l. Customer Curtailment Plans

Prior to a potential curtailment, firm water customers shall develop Customer Curtailment Plans.
These plans shall include the customer’s monthly or seasonal distribution of the customer’s Annual
Allotment. As part of the Customer Curtailment Plans, customers must identify or refer to specific
measures to accomplish various levels of curtailment. In the event that a customer’s Curtailment
Plan represents a change to its Drought Contingency Plan (DCP), the customer shall update its
DCP and provide copies of the DCP to LCRA, and as required, to TCEQ.

IV. Implementation of Pro Rata Curtailment

In the event that the LCRA Board orders a pro rata curtailment, the order will include the pro rata
percentage curtailment which will apply to each customer’s Baseline Amount. If conditions
change during a period of pro rata curtailment, the percentage curtailment may be increased or
reduced by the LCRA Board.

During a pro rata curtailment, Customers will be required to use no more than their Annual
Allotment as it may be pro-rated for portion of a calendar year in which curtailment is in effect.
Customers who exceed their allotment will be subject to excess use rates or surcharges, to be
specified by the LCRA Board, in addition to LCRA’s firm water rate.

V. Cessation of Pro Rata Curtailment

In the event that the LCRA Board orders a pro rata curtailment, the order will include conditions
under which the percentage curtailment may be adjusted or lifted.
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FOR ACTION

15. Authorize the Sale of Certain LCRA Water and
Wastewater Utilities

Proposed Motion

Authorize the general manager or her designee to negotiate and execute agreements for the sale
of certain LCRA water and wastewater utility assets, properties and associated operations, and to
do all things necessary to accomplish the sale of these water and wastewater utilities, all consistent
with the terms described below. Further declare that these water and wastewater utilities are no
longer necessary or convenient or of beneficial use to the business of LCRA, such declaration to be
contingent on the conveyance of these water and wastewater utilities to the selected purchasers.

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 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 net proceeds, if any, will be used toward water utility debt
retirement.

Summary

Staff seeks authorization to negotiate and enter into agreements to sell certain water and
wastewater utility assets, properties and related operations (Water Utility) to the purchasers
selected by the Board consistent with terms discussed in executive session and outlined herein.

The Board authorized negotiations toward sale of certain assets of the Water Utility in
September. Attached is the LCRA Board Resolution from September on this matter. Staff will
provide the Board an update on negotiations authorized in September during this month’s meeting.
In addition, staff will present this month a recommendation to the Board in regard to divestiture of
Water Utility assets other than those assets for which: (i) purchase and sales agreements were
executed by October 14 as authorized in the September Resolution; or, (i) the Board determined in
the September Resolution to retain and exclude from divestiture.

LCRA built the Water Utility in the mid-1990s and early 2000s in response to community
needs for water utility infrastructure to solve environmental problems and meet economic
development needs. Over the years, LCRA invested more than $300 million in the utility. This
included funding capital projects to help solve many of the environmental issues and meet many of
the economic development needs facing the communities LCRA serves.

In 2006, the Board reviewed, with support from outside consultants, the Water Utility’s
strategic direction. By August 2007, the Board directed staff to begin divesting some parts of the
Water Utility to give it better focus and move the Water Utility toward financial self-sustainability.
Six systems from the Water Utility were sold, and there have been ongoing negotiations to sell
others. Operational costs were trimmed, rates were raised and capital investment was curtailed,
but while significant progress was made, the prospects for the Water Utility to meet LCRA’s
financial policies continued to be elusive.
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On Nov. 17, 2010, LCRA’s Board of Director’s directed the general manager to seek qualified
buyers for all remaining assets comprising the Water Utility. The decision to divest the Water
Utility was made to allow LCRA to focus its limited resources on its core businesses of managing
the river, promoting conservation and planning to meet the basin’s future water needs, as well as
providing a balanced portfolio of electric generation resources, transmission services and
community services.

In November 2010, staff was pursuing negotiations for the sale of six systems from the Water
Utility:

e South Road and Hamilton Creek water systems to the City of Marble Falls; conveyance
of those systems has since closed into escrow pending approval by the Texas
Commission of Environmental Quality (TCEQ);

e Elgin wastewater system to the City of Elgin; that system has since been conveyed to the

City of Elgin;
e Liberty Hill wastewater system to the City of Liberty Hill; an agreement for this sale is
pending;

e West Lake Hills wastewater system to the City of West Lake Hills; for this no agreement
has yet been reached; and

e Tahitian Village wastewater system to Bastrop County Water Control and Improvement
District No. 2; for this no agreement has yet been reached.

In addition, pursuant to prior commitments made to the City of Sunrise Beach Village
regarding the sale of the Sunrise Beach water system, staff pursued and the Board subsequently
approved in June 2011 an agreement to sell that system to the City of Sunrise Beach. Closing on
conveyance of this system is scheduled for Dec. 16, 2011.

In the Nov. 17, 2010, Board resolution to seek buyers for the Water Utility, LCRA’s Board set
the following criteria to evaluate potential buyers:

e ability and commitment to provide reliable, quality utility services;
e ability to invest capital for needed infrastructure;

e commitment to meeting state regulatory requirements; and,

e willingness to compensate LCRA for its investment.

In January 2011, LCRA hired financial advisor BMO Capital Markets (BMO) to assist with
process of finding a suitable buyer or buyers for the Water Utility. BMO accepted preliminary
non-binding bids from interested parties on May 23. Since then, BMO and LCRA staff have been
meeting with qualified parties and addressing requests for information and due diligence questions
so that the qualified parties could present their binding offers to LCRA for the remaining systems
in the Water Utility. Best and final offers from qualified parties were submitted on Sept. 15, 2011,
and BMO and LCRA staff presented those offers to the Board for consideration along with
recommendations on which offers to proceed into negotiations for the purchase of the Water
Utility. The Board responded to the recommendations by approving the September Resolution.

Based on the offers received and terms approved by the LCRA Board for the sale of remaining
assets of the Water Utility — other than those assets to be retained by LCRA or for which purchase
agreements have been executed pursuant to the September Resolution — LCRA will notify those
entities that currently hold contractual rights of first refusal that they may exercise those rights if
they choose to do so in accordance with their respective contracts.

Upon completion and execution of the purchase and sale agreements, the successful bidders
will pursue regulatory approval, assignment of contracts and all other actions necessary to
complete the transaction with support by BMO and LCRA.
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Conveyance of assets from the Water Utility will occur upon approval by the TCEQ of the
requisite sale transfer and merger applications, transfer of certificates of convenience and necessity
and transfer of applicable permits. In addition, assignment, renegotiation or other alternative
arrangements for applicable contracts must be completed. Also, in accordance with Board policy,
environmental site assessments for all properties to be sold will be conducted prior to final
conveyance of Water Utility assets. Completion of conveyance of Water Utility assets to be sold is
anticipated to take from six to 18 months from the present time if approved to proceed by the
Board, and such conveyances may occur in multiple transactions of individual systems from the
Water Utility.

Presenter(s)
Rebecca S. Motal
General Manager

Brady Edwards
Chief Financial Officer

Exhibit(s)
A - September 21, 2011, Resolution regarding Divestiture of LCRA Water and Wastewater
Utility Systems
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EXHIBIT A
RESOLUTION
LCRA Board of Directors
September 21, 2011
WHEREAS, In November 2010, the Board directed staff to seek a buyer for LCRA’s water and
wastewater utility systems based on the following criteria:
e ability and commitment to provide reliable and quality utility services;
e ability to invest capital for additional and/or necessary water and wastewater utility
infrastructure;
e commitment to meet applicable regulatory requirements; and

e willingness to compensate LCRA for its investment in water and wastewater utility

systems.

NOW, THEREFORE, BE IT RESOLVED that the Board authorize the general manager or her
designee to negotiate for the period beginning immediately and ending October 14, 2011, and, if
successful, to execute purchase and sale agreements for LCRA water and wastewater utility

systems based on revised proposals received in September from the following entities:
e City of Leander for the Sandy Creek Water System;
e Lakeway Barge Participants for the Lakeway Regional Raw Water System;
e City of Austin for the Glenlake Water System; and,

e Whitewater Springs Water Supply Corporation for the Whitewater Springs Water
System.
FURTHER RESOLVED that the Board authorize the general manager or her designee to do all
things necessary to accomplish the conveyance to the named bidder of each system listed above

for which a purchase and sale agreement has been fully executed by October 14, 2011.
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FURTHER RESOLVED that the Board declare the systems previously named in this resolution
as no longer necessary or convenient or of beneficial use to the business of LCRA, such
declaration for each system to be contingent upon the closing on the sale of such system.

FURTHER RESOLVED that if a purchase and sale agreement for any of the systems previously
named in this resolution, or for the Liberty Hill Wastewater System, is not fully executed on or
before October 14, 2011, that the general manager, or her designee, is directed to return to the
Board on or before October 19, 2011, for further direction regarding such system.

FURTHER RESOLVED that all offers received for the following systems be rejected, and the
following systems be excluded from the divestiture process, and that such systems be retained by
LCRA: Rollingwood Wastewater System; Tahitian Village Wastewater System; West Lake Hills
Wastewater System; and, raw water and wastewater systems serving Windmill Ranch.

FURTHER RESOLVED that, for all water and wastewater utility systems not previously named
in this resolution or not already progressing toward divestiture under an executed sales
agreement, the general manager, or her designee, is authorized to negotiate toward a
memorandum of understanding with each of two proposing entities -- California Water Service
Group and Corix Infrastructure, Inc. -- based on their revised proposals received in September,
and staff is directed to return the two negotiated memoranda of understanding to the Board for
the Board’s approval of one of these memoranda of understanding on or before October 19,

2011.
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FOR DISCUSSION / POSSIBLE ACTION

16. Westcave Preserve Corporation Grant

Proposed Motion
Authorize the general manager or her designee to award a grant in the amount of $200,000 to
Westcave Preserve Corporation (“Westcave”).

Board Consideration
LCRA Board Policy 403 - Community Services requires Board approval of any grant in excess
of $2,500.

Budget Status and Fiscal Impact
Funding for this expenditure will come from designated reserves in Community Services
FY 2012 operating budget.

Summary

The Westcave Preserve Corporation is a non-profit organization founded in 1976. Westcave
provides a scientific and educational resource to the community and offers a variety of programs
for children and adults with the goal of inspiring greater environmental conservation and
awareness. Westcave’s mission aligns with the LCRA’s commitment to promote awareness,
protection, and stewardship of the lower Colorado River.

In October 1983, LCRA leased the Westcave preserve property to Westcave for 99 years to
allow Westcave to manage the environmentally sensitive property. LCRA and Westcave jointly
developed the facilities at the preserve to provide meaningful natural science education programs
featuring the natural and cultural resources of the site and the Colorado River basin. LCRA and
Westcave have enjoyed a mutually beneficial relationship for twenty-eight years.

The grant would be made pursuant to Chapter 152 of the Water Code in order to assist
Westcave in their ongoing efforts to educate the public and promote the stewardship of the
preserve and awareness of water quality and other environmental issues within the lower Colorado
River basin..

Presenter(s)
Kyle Jensen
Executive Manager, External Affairs

Fran Irwin
Manager, Manager of Community Services
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FOR ACTION

17. LCRA Refunding Revenue Bond Taxable Series
2011 Direct Purchase by JPMorgan Chase Bank

Proposed Motion
Staff recommends the Board adopt and approve the Thirty-Fourth Supplemental Resolution to
the Master Resolution authorizing the issuance of a Refunding Revenue Bond Taxable Series 2011
for direct purchase by JPMorgan Chase Bank, N.A. in an amount not to exceed $25 million (the
“Bond”) for the following purposes: (i) refunding the outstanding balance of the LCRA Series A
Taxable Commercial Paper, (ii) funding the debt service reserve for the Bond, and (iii) paying for
issuance costs.
This agenda item requires approval of at least 12 members of the Board. This motion will also:
1. Approve documents including the investment letter/bond purchase agreement and all
related agreements in substantially final form. The Thirty-Fourth Supplemental Resolution
will establish the maturity schedule, interest rate formula, redemption provisions, etc. for
the Bond. Bond counsel has prepared or reviewed all documents.
2. Delegate the authority to the general manager, chief financial officer and/or the treasurer:
a. toapprove any final changes to said documents or terms necessary to facilitate proper
issuance of such Bond;
b. to approve the terms of the sale of the bond to JPMorgan Chase Bank and to execute
the investment letter/bond purchase agreement.

Board Consideration

Section 8503.013 of the Texas Special District Local Laws Code (LCRA Act) authorizes the
Board to issue debt under certain conditions, including the requirement that 12 members must
concur with the resolution.

Budget Status and Fiscal Impact

The current costs of the Revolving Credit Agreement that supports the Series A Taxable
Commercial Paper program are reflected in the FY 2012 Business Plan. The costs associated with
the Bond will be comparable to the Taxable Commercial Paper, and the budgeted amounts in the
FY 2012 Business Plan will be sufficient to cover the expenses.

Summary

With this action the Board will approve the Refunding Revenue Bond Taxable Series 2011,
issued for the purpose of refunding the LCRA Taxable Commercial Paper, establishing the debt
service reserve, and paying for issuance costs related to the Bond.

Background. Currently, LCRA has a $25 million line of credit with JPMorgan Chase Bank
supporting its Taxable Commercial Paper Program. The commercial paper program has been used
in the past to fund debt deferrals for water and wastewater systems with insufficient cash flows.
The credit facility supporting the LCRA Taxable Commercial Paper Program is set to expire Nov.
1, 2011.

Staff now requests authorization to issue a refunding bond with a three-year maturity in an
amount sufficient to cover the current level of the outstanding taxable commercial paper, fund the
debt service reserve and cover anticipated closing costs. The refunding bond will be purchased
directly by JPMorgan Chase Bank, with interest payments due quarterly and the principal amount
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due at maturity, and will allow for prepayments/redemptions of the principal amount in $100,000
increments. This refunding bond structure will allow LCRA to avoid the costs, administrative
processes and market risk of outstanding commercial paper while the water and wastewater utility
assets divestiture is completed.

The Thirty-Fourth Supplement authorizes the Taxable Series 2011 Bonds, sets and approves
the terms of such bonds, including maturity, amortization, interest rate mechanism, redemption
provisions, etc., approves the forms of the ancillary agreements relating to such bonds, and
delegates to the general manager, the chief financial officer, and/or the treasurer authority to set
and modify such terms of the bonds according to parameters set forth in the resolution. The
Master Resolution and the Thirty-Fourth Supplement together constitute the authorization of such
bonds.

The investment letter/bond purchase agreement is the agreement between LCRA and JPMorgan
Chase Bank that provides for the conditions for closing on the Taxable Series 2011 Bonds,
including required legal opinions, representations and covenants of the parties.

The Paying Agent/Registrar Agreement is the contract between LCRA and JPMorgan Chase
Bank setting forth the rights, duties, and obligations of the two parties under which such bank will
act as the paying agent and registrar for the Taxable Series 2011 Bonds. The bank will provide
paying agent and transfer agent services and maintain registration books.

Presenter(s)
Jim Travis
Treasurer
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FOR ACTION

18. Contracts and Contract Changes

Proposed Motion
Authorize the general manager or her 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)
Leah Manning
Manager, Operations Support

Exhibit(s)
A - Exceptions
B - New Contracts
C - Contract Administration
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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 October 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 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. 3371

Amount: Not to exceed $10 million

Time: Two base years with three one-year options to extend

Contractor: ~ American Constructors, Inc.

Competition: Full and open competition

Description:  This contract is to provide LCRA with light construction services primarily serving
our facility and community service projects in support of multiple projects in the LCRA capital
plan. Types of construction services include commercial, parks, municipal, light industrial and
civil construction. American Constructors, Inc. is a locally owned company in Austin.
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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 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.

e A Change Order is a change to the statement of work, specifications or schedule of the
contract.

e An Amendment is a change to a contract which affects other terms and conditions of the
contract.

e An Increase in Estimate is 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 Order is 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.

Increase in Estimate No. 1 to Contract No. 1544

Amount: An increase of $12 million

Time: 29 months remaining on the contract (expires in March 2014)

Contractor: Alcan Cable, Inc.

Competition: Full and open competition on the original contract (March 2009)

Description: This contract was established in March 2009 for the procurement of overhead bare
conductor in support of LCRA Transmission Services Corporation maintenance and capital
projects. Pricing for this contract is tied to market indices and fluctuates with the market. Since
that time, market conditions have increased the cost of conductor by nearly 45 percent. This
increase is being requested to support these additional costs. Benchmarking has been performed to
ensure LCRA remains below market pricing for this conductor. Pricing controls are in place to
ensure LCRA continues receiving the most competitive pricing available in the market.

Recap: Original Contract (3/09) $83,000,000
Increase in Estimate No. 1 (10/11) $12,000,000
Total $95,000,000
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Safety

Quarterly Report

LCRA Safety monitors health and safety statistical data to help track LCRA’s performance and
make relative comparisons with peer electric utilities and industry to measure specific operational
metrics. As seen in the associated charts, the OSHA Recordable Incident Rate (an injury and
iliness rate), as well as the Preventable Vehicle Accident Rate are two key indicators.

FY 2012 first quarter rates were consistent with previous years’ rates, and no trends were
noted.

OSHA Recordable Incident Rate
FY 2012 First Quarter
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OSHA (Occupational Safety and Health Administration)
OSHA Incident Rate = Number of OSHA Recordables x 200,000 / Total Labor Hours
OSHA Incident Rates provide the average number of incidents occurring in the workplace per 100 full-time employees.

Preventable Vehicle Accident Rate
FY 2012 First Quarter
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Preventable Vehicle Accident Rate = Number of Preventable Vehicle
Accidents x 1,000,000 / Total Miles Driven
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Water

Quarterly Report

Overview

The state of Texas and the Colorado River basin are currently in the grips of the worst one-year
drought in Texas history, dating back to 1895. Total average rainfall across Texas between
Oct.1, 2010, and Aug. 31, 2011, was only 10.06 inches, just 40 percent of the long-term average.
This is much lower than the previous record of 13.33 inches which occurred between October
1955 and August 1956. This has also been the driest 12-month period ever recorded in Austin,
dating back to 1856. Across most of the Hill Country, rainfall over the past year has been between
16 and 20 inches below normal. Across Central Texas, rainfall has been more than 20 inches
below normal. And across the middle Texas coast, rainfall totals have been between 25 and 30
inches below normal. An analysis of Texas statewide tree-ring records dating back to 1550
indicates the summer 2011 drought in Texas is matched in severity only by the summer of 1789 in
the 429-year tree-ring record. This indicates the current drought is highly unusual even in the
context of the multi-century, tree-ring record.

The summer months of June, July and August were the hottest on record for Texas. In fact, the
average summer temperature of 86.8 degrees was the hottest statewide average temperature for any
state in any season. The month of August was particularly brutal with an average statewide
temperature of 88.1 degrees. This turned out to be the hottest monthly average temperature ever
recorded for any state in any month in recorded history. Numerous cities across Texas, including
Austin, set new records for the most 100-degree days and the most consecutive 100-degree
temperatures. As of Sept. 30, Austin has recorded 90 days of 100-degree temperatures this year,
obliterating the old record of 69 days set in 1925. The combination of record low rainfall and
unprecedented heat has caused some of the most severe drought conditions ever observed.

According to the National Drought Monitor on Sept. 27, 86 percent of Texas, and all of the
lower Colorado River basin, was in exceptional drought, the absolute worst classification of
drought. Across the region, this extended period of dry, hot weather has depleted most all soil
moisture. Vegetation is either very stressed or dead. Stock pond levels are extremely low and in
most cases totally dry.

Long-range weather forecasts call for rainfall to remain below normal through the fall and
winter months due to the redevelopment of La Nifia. La Nifia generally causes a pattern of below
normal rainfall across Texas during the late fall and winter months. Some scattered rains are
expected to develop this fall and winter as cold fronts move through the area, but totals will likely
be too low to have any significant effect on the ongoing drought. The possibility for rain from a
tropical storm or hurricane this year is rapidly declining. Historically, there have been very few
tropical storms that affected Texas after Oct. 1 due to the increased frequency of cold fronts.

Inflows in June 2011 were extremely low, but fell to even lower levels in July and August.
The Pedernales River at Johnson City and Sandy Creek near Kingsland were dry the entire months
of July and August 2011. The Llano River and the Colorado River above Lake Buchanan fell to
extremely low levels of flow. The combined inflows to the Highland Lakes in June, July and
August were the lowest for any three consecutive months since Buchanan and Mansfield dams
were built. Conditions in the lower river have also been very dry. Water use by major customers,
such as the four major irrigation systems and the City of Austin, have been slightly higher than in
2009. However, a greater portion of the demands are being met with water stored in the Highland
Lakes.
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Evaporation from the Highland Lakes from January through August of this year was about
148,000 acre-feet, or about 14 percent more than in 2009. Lake levels and storage in lakes
Buchanan and Travis have fallen continuously from March through mid-September. Storage in
lakes Buchanan and Travis fell below 900,000 acre-feet on Aug. 23, 2011, triggering a request to
LCRA’s firm customers to voluntarily reduce their water use by 10 to 20 percent. If the current
dry conditions continue over the next two months, as expected, storage levels in lakes Buchanan
and Travis could drop below 700,000 acre-feet before December 2011.

Current Lake Level Conditions

As of Sept. 27, Lake Travis was about 630 feet above mean sea level (msl), or about 35 feet
below its average monthly level of 665 msl for September. Lake Buchanan was about 989 feet
msl, or about 22 feet below its average monthly level of above 1,011 msl for September. The
levels of lakes Buchanan and Travis were falling at about one foot per week.

Weather Outlook

The current drought began with the development of La Nifia in the Pacific Ocean a year ago.
La Nifa typically causes a pattern of drier than normal weather across all of Texas, especially
during the fall and winter months. This La Nifia, one of the strongest of the last century, reached
its peak intensity in early January, steadily weakened over the spring and officially ended in June.
However, a weak La Nifia redeveloped in early September and is forecast to remain in place
through at least early spring. With the return of La Nifia, no significant change in the overall
weather pattern is forecast through March as drier than normal weather looks to continue. Most
long-range climate models indicate the current La Nifia should be weaker than the one last winter
and should diminish sometime next spring or early summer.

Highland Lakes Storage

As of Sept. 27, storage in Lake Buchanan was 335,000 acre-feet, or 38 percent of capacity.
Storage in Lake Travis was 437,000 acre-feet, or 39 percent of capacity. Total storage in lakes
Buchanan and Travis was 772,000 acre-feet, or 38 percent of capacity. Total storage in lakes
Buchanan and Travis was falling at about 20,000 acre-feet per week.

Inflows to the Highland Lakes (Acre-Feet)

July 2011 - August 2011 * 1,087
July 2010 - August 2010 70,688
10-Year (July - August) Average * 266,288
12 Months Prior to Sept. 1, 2011 * 203,742
12 Months Prior to Sept. 1, 2010 1,152,825

* Based on provisional data that is subject to revision.
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Streamflow Conditions above the Highland Lakes

Inflows to the Highland lakes in July were about 720 acre-feet, or less than 1 percent of
average, and the fourth lowest monthly inflows on record since 1942. Inflows in August were
about 367 acre-feet, or less than 1 percent of average for August, and the third lowest monthly
inflows on record. The trend of low inflows to the Highland Lakes began in October 2010. Total
inflows from October 2010 through August 2011 were about 118,000 acre-feet, which were the
lowest October through August inflows on record.

Flow into Lake Buchanan
July 2011 - August 2011
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Flow into Lake Travis
July 2011 - August 2011
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A range of projections for combined storage under various inflow scenarios from October 2011
to April 1, 2012, is shown below. Combined storage in lakes Buchanan and Travis fell below
900,000 acre-feet on Aug. 23. Following the 2010 Water Management Plan, LCRA requested that
firm customers implement mandatory water use reduction measures to achieve a 10 to 20 percent
reduction in use. The storage projections indicate that if the current very dry conditions continue,
as expected, storage may fall to 700,000 acre-feet before December.

Highland Lakes Storage

Lakes Buchanan and Travis full at 2.01 MAF I

1.9 MAF - 94% Total Capacity

OndJan. 1 or July 1 - Interruptible supplies ceased for

all customers except four major irrigation operations.

1.7 MAF - On Jan 1 - Bay and Estuary

Reduce bay and estuary releases to meet 150 percent
of critical needs (limited by Storable Inflows).

1.4 MAF - Any Time - Firm Demands

Request firm customers to implement voluntary water
use reduction measures to achieve a five percent
reduction in use.

<+ 1.4 MAF - On Jan 1 - Interruptible Supply

PAST FUTURE

Begin gradual curtailment of interruptible supply

to four major irrigation operaticns. Curtailment
increases with lower storage levels. Envirenmental
instream flow releases reduced to meet critical needs.

41,1 MAF - On Jan 1 - Bay and Estuary

Envirenmental releases for bay and estuaries are
reduced to meet critical needs.

*+ 900,000 AF - Any time - Firm Demands

Request firm customers to implement mandatory
water use restrictions to achieve a 10-20 percent
reduction in use. Meet with customers to develop a
curtailment plan should drought worsen.

%, 600,000 AF - Drought Worse Than
Drought of Record - Cease Interruptible

and Curtail Firm

If criteria indicate drought worse than recerd, begin
curtailment of firm supply after ceasing interruptible
supply (timing based en duraticn of drought).

Historic Capacity (MAF)
= = = Wet Conditions

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr
2012

2011 201 2011 2011

Note: MAF equals One Million Acre-Feet
One Acre-Foot (AF) equals 325,851 gallons.

2011 2012

Average Conditions
= = = Drought Conditions

= = = Extreme Drought Conditions
Date: September 27, 2011
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Flow in the Lower River
July 2011 - August 2011
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Streamflow Conditions in the Lower Basin

Conditions were very dry in the lower basin. Streamflow was influenced mainly by releases
from the Highland Lakes, with occasional small rises in flow due to passing storms.

In July and August, releases were made as needed to meet irrigation and other downstream
customer demands, and streamflow in the lower river was about 1,000 to 2,000 cubic feet per
second.

LCRA’s Firm Water Supplies - August 2011

To ensure that LCRA’s customers have sufficient water supplies to meet their existing and
long-term water needs, LCRA has acquired the rights to more than 2.1 million acre-feet of water
per year. These include the right to divert and use up to 1.5 million acre-feet from lakes Buchanan
and Travis and another 636,750 million acre-feet under downstream run-of-river water rights from
the Gulf Coast, Lakeside, Garwood and Pierce Ranch irrigation operations.

As established in the 2010 Water Management Plan, the combined firm yield of lakes
Buchanan and Travis, while honoring downstream senior water rights, is 535,812 acre-feet per
year (AFY). Of this amount, 90,546 AFY is committed to O.H. Ivie Reservoir, making 445,266
AFY of firm water supply available from lakes Buchanan and Travis for LCRA to use to meet the
firm water needs of its customers.

The total amount of firm water supply that could be provided from the downstream run-of-
river water rights will vary depending upon where the water will be diverted and other regulatory
constraints. See Figure 1 for a general description of the current firm water supplies that staff has
identified in previous discussions with the Board. As firm water demands for the region grow,
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LCRA will take steps to pursue any permits or amendments of existing run-of-river water rights
and Board-approved infrastructure improvements that may be necessary to meet these demands.

Allocation to Sources Other Than the Highland Lakes

In April, 2011, LCRA applied to amend the Gulf Coast and Lakeside water rights to add
municipal and industrial use. TCEQ approved these amendments in September and LCRA may
now supply water to firm customers located within the Gulf Coast and Lakeside service areas

when not being used for agricultural irrigation.

The level and combination of commitments allocated against lakes Buchanan and Travis or
LCRA’s other sources of water supply will change periodically as updated hydrological data
become available and as LCRA determines the most efficient method of fulfilling and reporting all
water commitments against its current water supplies at any given time.

Figure 1. Current and Future Sources of Firm Water Supply

Current Firm Supply

Lakes Buchanan/Travis Maximum
Firm Supply:
445,226 AFY

*  Owned Run-of-River Rights

Authorized (AFY)
Garwood*
Gulf Coast 2
Lakeside 2
Pierce Ranch 2

133,000

262,500
185%%%% : Estimated Firm Supply: :
’ cscced L .
636,750 AFY . 155,000-200,000 AFY :
1

Current Commitments = 513,872 AFY
Sources include: Lakes Buchanan/Travis
and LCRA Run-of-River Rights

Current Maximum Use
=151,665 AFY

+ In The Works

Unappropriated Flows Permit (Firm Yield ~ unconfirmed)
Other Future Supplies

Note 1: Application to amend this water right is under TCEQ review.
Note 2: These three rights are subordinated to City of Austin’s senior municipal water right.

As of Sept. 2, LCRA’s total commitments by contract or Board resolution for firm water
supply were about 513,872 AFY. Maximum annual use of firm water supplies excluding delivery
losses over the last several years, has been 151,665 AFY (2008). Delivery losses are being
assigned to older contracts when they are renewed or amended. In order to manage LCRA’s
dynamic and changing supply for meeting its existing and future firm water commitments, LCRA,
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since 1999, has allocated the firm water commitments against both the firm supply from lakes
Buchanan and Travis and from the run-of-river rights LCRA has acquired.

In the last quarterly operations report (July 2011), the total of LCRA commitments for firm
raw water was 514,341 AFY, which includes the 50,000 AFY of water reserved by the Board for
future uses. As of Sept. 2, LCRA’s commitments for firm raw water have decreased to 513,872
AFY. This is a decrease of 470 AFY due to contract changes. As of Sept. 2, the total
commitments by category are:

1.
2.
3.

4.

o

1,453 AFY for domestic and temporary use.

33,440 AFY reserved for environmental needs.

50,000 AFY, which has been reserved by Board resolution and in the Water Management
Plan for future uses.

345,837 AFY related to existing contracts for municipal, industrial, irrigation, and other
uses.

40 AFY related to a Board reservation for the Stoneledge Quarry Edwards Aquifer
Recharge Enhancement Project.

5,000 AFY related to stream losses

78,102 AFY related to Board reservations for firm water for LCRA power plants, General
Office Complex and Buchanan facilities, LCRA retail water operations and Windmill
Ranch.

Pending Changes to LCRA Water Rights
Currently, LCRA has the following water rights or water rights amendment applications
pending at TCEQ:

e Gulf Coast and Lakeside water rights amendments - applications were filed with TCEQ
on April 11 to add municipal and industrial uses to these water rights. TCEQ approved
the amendments on Sept. 12.

e Amendment to Garwood water right - LCRA staff have met with TCEQ staff on
several occasions to address issues identified by TCEQ about LCRA’s comment letter
on TCEQ’s initial draft of a proposed amendment. An updated accounting plan and
other information was submitted to TCEQ in June. LCRA staff met with TCEQ on
Sept. 15 to receive TCEQ comments and LCRA is now preparing requested changes
and information.

e Return-flow amendment applications to lakes Buchanan and Travis water rights - these
applications are in abeyance at the TCEQ. City of Austin and LCRA staff have
prepared a new return flows application in accordance with the Settlement Agreement
between the parties for filing with TCEQ. A pre-application meeting was held with
TCEQ on Aug. 31. Once the joint application has been filed and declared
administratively complete, the parties have agreed to withdraw the four previously
filed applications by LCRA and the City pending at TCEQ.

e Lometa instream flow amendment - based on site-specific environmental studies at the
Lometa diversion location on the Colorado River, LCRA applied to TCEQ in
November 2010 for an amendment to the existing water right to amend the instream
flow requirements. If granted, this change would increase the ability of LCRA to
divert water to Lometa Reservoir and provide more opportunities for water to be
diverted under the water right, while still protecting instream flows and aquatic habitat.
TCEQ and Texas Parks and Wildlife Department staff requested LCRA to provide
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them with a more detailed explanation of the site-specific instream flow study
performed for this application. LCRA staff and LCRA’s consultant, BioWest, met with
the two agencies on March 8 and answered questions about the study. LCRA staff has
met with TCEQ twice over the past several months, however, drought-related activities
are taking significant time and resources at TCEQ and there has been no recent activity
on this permit.

e Lometa leased water right - in March, 2011, LCRA leased a water right from Jon and
Emmett Grumbles. In April, 2011, LCRA applied to TCEQ to move the water right
from the San Saba River downstream to the Lometa Water System diversion location
on the Colorado River and to add municipal use to the right. In August, TCEQ
approved temporary use of the water right under the applied for amendment, subject to
the Governor’s Emergency Proclamation. LCRA is now diverting water for the
Lometa Water System under the amended water right for the duration of the
Governor’s declaration. LCRA also is pursuing a long term amendment for the life of
the lease and that application has been published for public notice. One respondent has
asked to contest the issuance of the permit amendment and LCRA will be working
TCEQ to continue the application process.

Use of Water Rights and Estimated Firm Yield

LCRA staff has proposed in current applications at TCEQ and in the Water Supply Resource
Plan to obtain authorizations for new and existing downstream run-of-river water rights to allow
water to be used at additional locations and for additional uses within its service area. Some of the
downstream run-of-river water rights are considered more firm than others due to their priority
dates and previous subordination agreements with upstream water rights holders. The current
estimate of firm water supply that could be realized from the four downstream run-of-river water
rights is significantly lower than the total authorized amount for these rights (636,750 AFY total
shown in Figure 1). The actual amount of firm supply will not be confirmed until TCEQ issues
final amendments to these four water rights. Their current estimated firm yield amount is about
155,000-200,000 AFY. The downstream rights, in combination with supplemental backup supply
from lakes Buchanan and Travis, or in conjunction with supplemental water supplies to be
developed by LCRA in the future, along with potential additional infrastructure, could provide a
higher level of firm supply. Recent modeling indicates that if downstream rights were used in a
conjunctive manner with lakes Buchanan and Travis to meet firm water demands; this could
potentially increase the overall firm yield of these rights by up to an additional 170,000 to 190,000
AFY.

The scientific, social, regulatory and public policy issues that surround water rights and water
supply management are complex. Creating a well planned infrastructure, protecting water quality
and conserving resources go hand in hand as LCRA works to extend the basin’s natural resources
to meet the needs of future generations. LCRA continues to work with its customers, regional
interests, environmental interests, upstream water rights holders and adjoining Senate Bill 1
regional planning groups to find sensible, equitable, beneficial and economical solutions to the
water supply challenges that this growing region faces for years to come.

Actual Use of Water from lakes Buchanan and Travis

Shown in Fig. 2 below are the annual amounts of firm and interruptible water use from the firm
supplies of lakes Buchanan and Travis during 2007 through 2010, including the total amounts of
water released for use downstream of Lake Travis where applicable. The maximum amount of
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firm water use from the firm supplies of lakes Buchanan and Travis during this period was 151,665
acre-feet in 2008. This use was 33 percent of the current total commitment of firm water supply.
The maximum interruptible water released of 414,400 acre-feet also occurred in 2008. The
maximum amount of interruptible water released for the four irrigation operations during this
period was 367,921 acre-feet in 2009. The two-year total sum of interruptible water released for
the four irrigation operations was 726,441 acre-feet, or an average of 363,220 AFY.
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Figure 2. Reported Use of Highland Lakes’ Firm and Interruptible Water Supply (2007 - 2010)
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Lometa Reservoir Update

LCRA has leased three senior water rights and obtained related permit amendments from
TCEQ to supplement water available under LCRA's Lometa Reservoir water rights to allow it to
continue to supplement water supplies for the Lometa Reservoir to assure that ample supplies are
available for that water system. The leased water rights have allowed LCRA to pump water from
the Colorado River to the reservoir as needed. The Lometa Reservoir was 56 percent full as of
Sept. 23.
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As described above in the Water Rights update, LCRA applied in November to TCEQ to
amend the LCRA diversion right on the Colorado River to change the instream flow requirements
governing when diversions can occur.

LCRA - Region K Update

Region K met Sept. 14 to kick off the fourth cycle of regional water planning for the 2011-
2015 period.

LCRA, on behalf of Region K, applied for and received grant funding in the amount of
$227,689 complete the fourth cycle of regional planning. Region K has designated LCRA as its
local political subdivision to apply, receive and administer regional planning funds for them. In
August, LCRA and TWDB completed and signed contracts for the grant funding and consultant
support for the planning effort.

LCRA-SAWS Water Project Quarterly Update

The estimated budget for the study period increased from $43 million, as stated in the Study
Period Plan (Plan), to $47.8 million in 2007. Additionally, $1.2 million was spent to develop the
Plan. A total of $35.7 million has been spent through Sept. 30, 2011, on the development and
implementation of the Plan, which includes $847,096 LCRA received in federal grants. As of
Sept. 30, 2011, there is $1.39 million in the study period account. LCRA has not received the
$500,000 study period option fee from SAWS due March 1, 2011. SAWS is also delinquent in
paying the $500,000 study period option fee due March 1, 2010.

Current feasibility studies show that no water can be made available for the San Antonio Water
System (SAWS) under the terms of the Agreement and the LCRA Act. At SAWS’ request, LCRA
has taken steps to reduce ongoing study expenses. All feasibility studies are on hold and no
charges occurred during the last quarter.

Water Conservation
Agricultural Conservation

Installation of tower foundations for the Gulf Coast Irrigation Division canal rehabilitation has
begun and the final engineering design for the project is complete.

The report from the farmer survey conducted last spring as part of the land leveling verification
study is complete. A draft report of the entire verification study is expected by November 2011
and will be presented at the next HB 1437 Agricultural Advisory Committee, scheduled for early
November.

Firm Water Supply Conservation

The Cities of Burnet and Marble Falls participated in the high efficiency toilet distribution
program in July and August. The City of Marble Falls, in addition to the City of Cedar Park, also
participated in the high efficiency showerhead program.

Water Conservation staff provided water audits to three hotels and two businesses. Follow up
reports were provided to these businesses, providing recommendations on ways to save water and
money. Staff gave a presentation on the commercial, institutional and industrial (CI1) audit
program to the City of Cedar Park Executive Luncheon in August and set up a booth at the Cedar
Park Chamber of Commerce monthly luncheon in September.

The Water Smart Hospitality program was introduced in September at the Austin Hotel and
Lodging Association Green Trade Show. The Texas Hotel and Lodging Association provided
some guidance on the certification program. The voluntary program recognizes hotels/motels and
restaurants that meet water efficiency standards.
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A memorandum of agreement was finalized between the LCRA and the Building Industry
Association - Highland Lakes (BIA-HL) regarding the Water Smart Home program. The
voluntary new home program is similar to the Water Smart Hospitality program, recognizing new
homes that include water efficiency measures that meet certain criteria. LCRA provides the
program certification guidelines and promotional materials, while the BIA-HL markets the
program and certifies the homes. Water Smart Homes will be highlighted in the BIA-HL Parade
of Homes tour, scheduled for the second and third weeks of October.

The fall Water Smart media campaign, “Less Water, More Green” began in August with a
radio spot on several Austin area radio stations. Print ads were included in newspapers in the
Pflugerville and Lakeway areas, and a mobile unit toured neighborhoods in the City of Pflugerville
and Travis County WCID 17 service areas, offering to do irrigation check-ups for homeowners
with automatic sprinkler systems. The mobile units have been well-received by these
neighborhoods.

In November 2010, all active firm water customers were notified that LCRA had modified its
drought contingency plan (DCP) as a result of the 2009 drought. Customers that had drought
contingency plans that were not consistent with the LCRA DCP were asked to update their plans
and submit them to LCRA. As of the end of September, 83 percent of customers had plans on file
and 75 percent had plans on file that were also consistent with the LCRA DCP.

Staff reviewed and provided technical assistance with conservation and drought contingency
plans for five firm water customers.

Water Quality Index

Early September’s somewhat cooler air brought relief to warm water temperatures, but the dry
winds unfortunately contributed to wildfires throughout the basin. We do not yet know what
effects and to what extent the fires in those areas will have on water quality for the Pedernales
River and the Colorado River near Bastrop.

Locations that earned good ratings include lakes Buchanan, Inks, LBJ and Travis, the San Saba
and Llano rivers and the Colorado River at Austin, Bastrop, Smithville, La Grange, Columbus and
Bay City. The Pedernales River at Fredericksburg received the only excellent score this month.
The Colorado River at Wharton scored fair due to elevated bacteria levels, which are under
investigation. Nutrients were slightly elevated at Bastrop and Smithville, but elsewhere
throughout the basin, nutrients and bacteria were low.

In the Upper Basin, all monitoring stations were rated good to excellent. Dissolved oxygen
measurements were supportive of healthy aquatic life, though Inks Lake and Lake Travis’ oxygen
levels were slightly depressed. Bacteria in the Highland Lakes were low and not a concern for
contact recreation. The Pedernales River’s healthy dissolved oxygen earned it a score of excellent.
River clarity on the San Saba and the Llano were about one foot, while the Pedernales River’s
visibility was greater than the total depth at the monitoring site, at just under four feet. Lake
visibility ranged from two feet at Lake Buchanan, to three to four feet at lakes Inks, Marble Falls,
and LBJ. Lake Travis reported the clearest conditions with eight feet of clarity. Water
temperatures were in the upper 70s to the mid 80s.

Downstream of Austin, the Colorado River reported good water quality conditions and scores
for Austin, Bastrop, Smithville, La Grange, Columbus and Bay City. Though the river at Austin
reported dissolved oxygen nearing the level of concern, nutrients and bacteria were low. Nutrients
at Bastrop and Smithville were slightly elevated but the river earned a good score here. The
Bastrop wildfires have not impacted water quality of the Colorado River at this time. Bacteria
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levels were elevated at the Colorado River at Wharton bringing this location a fair score. This
situation is under investigation. At Austin, Smithville, Columbus, Wharton, and Bay City, river
clarity readings were greater than the total depth at the monitoring sites, three to four feet. The
Colorado River at Bastrop and La Grange reported from one to two feet of visibility.

Freshwater inflows to Matagorda Bay from the Colorado River continued to be very low
because of lack of inflow into the Highland Lakes. Monthly inflows for September were 20,000
acre-feet bringing the yearly total to 211,000 acre-feet. Salinity ranged from 35 to 37 ppt (parts
per thousand) and averaged 35.7 ppt (last month’s average was 33.0). Bay water temperatures
continued to warm. Daily water temperatures ranged from 87 degrees to 89 degrees with an
average of 88 degrees for the month of September (87 degrees was the average last month).

Water and Wastewater Utilities
Regional Highlights

Hill Country Region

Staff has received temporary approval of leased water rights for use in the Lometa Water
System. Raw water intake pump controls have been reconfigured to allow for diversion using a
1,300 gpm pump. This change has improved the reservoir at Lometa from 49 percent full to over
60 percent full. The Lometa Water System remains in Stage 3 mandatory conservation. None of
the LCRA Burnet County water systems were damaged during the recent fires.

West Travis County and Southeast Regions

The drought continues to put stress on all of the LCRA’s water systems. The demand at the
Uplands Treatment Plant in West Travis County reached record highs over the summer.
Customers are currently restricted to no more than two days per week outdoor watering but staff is
preparing to move to no more than one day per week in the next month. LCRA’s Utility Drought
Contingency Plan requires this further restriction when the combined storage in Lakes Travis and
Buchanan drops below 750,000 acre-feet.

The recent fires in Bastrop County damaged LCRA wastewater lift stations in the Tahitian
Village subdivision. In addition, LCRA’s largest wholesale customer in Bastrop County, Bastrop
Count Water Control and Improvement District No. 2 (WCID No. 2) which provides service in
Tahitian Village, lost over one-third of its retail customers. Staff is working with the board and
management of WCID No. 2 to develop a plan for cost recovery over the next few months of
rebuilding.
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Operations
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This chart depicts the amount of potable water treated on a daily basis at LCRA’s 15 water
treatment plants from Aug. 1, 2009, through Aug. 30, 2011, and the combined installed capacity of
the water treatment facilities. Systems where LCRA purchases wholesale water for resale (e.g.,
Sandy Harbor) or systems where LCRA sells raw water (e.g., Lakeway Raw Water System) are
not included.

Water system capacity is 35.1 Million Gallons per Day (MGD). Water treatment plant
capacity is designed to meet the peak day demands of the system. The total daily production of a

water plant typically increases in the early spring and through the summer and then drops in the
fall and winter.
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Wastewater
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This chart depicts the total amount of wastewater treated on a daily basis at LCRA’s 10
wastewater treatment plants from Aug. 1, 2009, through Aug. 30, 2011, and the combined installed
capacity of the wastewater facilities. The installed capacity is the capacity to treat and dispose of
wastewater and is typically less than or equal to the permitted capacity as authorized by the TCEQ.
In addition, wastewater treatment plant capacity is typically noted as 30-day average flow. Peak
events can be higher and are normally associated with rain events. Peak-day flow excursions
above the installed capacity are allowed by permit within specific constraints.

Facility capacity changed from 2.9 MGD in June 2011 to 3.04 MGD with the expansion of the
Lake Pointe Wastewater Plant and then dropped to 2.09 MGD in July 2011 with the sale of the
Elgin Wastewater Treatment Plant.

The total daily production shows periods of consistent flow indicating dry days and sharp
peaks indicating rainy days. Weather impacts wastewater system flows primarily because of
inflows and infiltration into the collection systems that transport sewage to the treatment works.
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Regulatory

All water and wastewater treatment plants are regulated by the TCEQ and LCRA, which are
required to report on specific parameters each month. The September operational data for the
water and wastewater treatment plants are not available until Oct. 10, 2011. The following is a list
of exceedance that occurred between July 2011 and August 2011:

e InJuly, the Camp Swift Wastewater System exceeded the flow limits of the lagoon
treatment system but was within flow limits of the entire treatment plant.

e In May 2011, a new contract operator began operation of the Glenlake Water System. The
contract operator failed to collect two total coliform bacteria samples, resulting in a
monitoring violation of the system. LCRA received the TCEQ violation letter September
2011. LCRA and the contract operator are working together to publish the notice of
violation in the Austin American Statesman in October 2011. In addition, LCRA is
working with the contract operator to address operational and communication issues.

The TCEQ did not conduct any inspections of the water and wastewater utilities between July
2011 and September 2011.

On Sept. 4, 2011, there was a boil water notice at the Ridge Harbor Water Treatment System.
The wildfires in the Spicewood area burned PEC transmission lines to a substation, which resulted
in a power outage to the entire subdivision. The water system lost pressure, which resulted in the
boil water notice. Power was restored the next day and the water plant was back in service. The
boil water notice was lifted on Tuesday, Sept. 6.

On Sept. 19, 2011, there was a boil water notice that affected 20 homes serviced by the
Glenlake Water System due to a line break. The system lifted the boil water notice on Sept. 21,
2011.

There were multiple unauthorized wastewater discharges reported to TCEQ between July 2011
and September 2011.

e On Aug. 3, 2011, there was a sanitary sewer overflow in the Camp Swift Wastewater
Treatment System due to a six inch split on top of a force main. Approximately 200
gallons of untreated wastewater seeped from the force main. The line was repaired, and the
area was disinfected with bleach.

e On Aug. 10, 2011, there was a sanitary sewer overflow in the Liberty Hill Wastewater
Treatment System, when the control power breaker tripped at the lift station causing the lift
station PLC, communication radio and plant SCADA to stop communication between
PLC’s. Approximately 20,000 gallons of untreated wastewater overflowed from the lift
station. The breaker was replaced and the area was disinfected with bleach.

e On Aug. 20, 2011, there was a sanitary sewer overflow in the Ridge Harbor Wastewater
System at a lift station due to broken wires in the electrical panel, which kept the pump
from coming on and the alarm from turning on in a timely manner. Approximately 200
gallons of untreated wastewater overflowed from the lift station. The electrical wires were
replaced, and the area was disinfected.

e On Sept. 9, 2011, there was a sanitary sewer overflow at the Lake Pointe Wastewater
Treatment Plant and at a manhole in the street. Two fuses blew in the control panel, which
resulted in the pump turning off and the verbatim not turning on. Approximately 7,500
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gallons of untreated wastewater overflowed at the plant and the lift station. The fuses were
replaced, and the area was disinfected.
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Community

Quarterly Report

Community and Economic Development

In the first quarter of FY 2012, Community and Economic Development (CED) staff produced
10 deliverables, including services in comprehensive planning, research and analysis, strategic
planning, economic impact analysis, financial incentives and due diligence, customized training,
tourism development, and household hazardous waste technical assistance. The services were
provided to seven organizations or cities in nine service area counties, including Bastrop, Blanco,
Caldwell, Colorado, Gillespie, Guadalupe, Matagorda, Travis, and Wharton counties.

During the last three fiscal years, CED staff experienced an increase in providing services to
LCRA electric customers. This high level of demand is expected going forward into FY 2012 as
communities continue to seek assistance in sustaining their economies.

The following chart shows the growth.
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Highlights include:

e Facilitated LCRA’s White Stallion public information session in Bay City, where LCRA
officials discussed provisions of the proposed contract for water supply to the White
Stallion power plant.

e Delivered a “Lunch & Learn” titled “Benefits of Shopping Locally” to the Luling Chamber
of Commerce per their request. This presentation assisted in their kicking-off a new
campaign launch of “Homegrown Living Luling.”

Community Development Partnership Program

Staff currently is evaluating and scoring 59 Community Development Partnership Program
(CDPP) grant applications requesting more than $1.1 million in funding for the first cycle of FY
2012. The CDPP Review Committee, which includes Directors Lori A. Berger, Sandra Wright
Kibby and Scott Spears of the LCRA Board, will meet Nov. 2 to consider for approval the review
team’s recommendations for grant awards.
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The following charts show a history of applications received, and amounts requested, from
FY 2010 through FY 2012.
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Natural Science Centers

At the end of the first quarter of FY 2012, the Natural Science Centers (NSC) provided
services to 13,623 customers. Staff promoted conservation and stewardship of the lower Colorado
River basin’s natural and cultural resources through educational and recreation opportunities.
Approximately 5 percent of park visitors came to the park to go hiking, ride horses or to rent
facilities.

For the 11" year, NSC staff facilitated the Kids on the Colorado (KOC) program. KOC strives
to connect more than 5,000 youth annually with the Colorado River through a recreational and
education programs experience. For FY 2011, more than 5,244 youth were served out of
McKinney Roughs and Matagorda Bay Natural Science Centers. Youth ages 7 to 18 are identified
and invited to participate in water conservation activities, river ecology programs, rafting trips, and
boating safety clinics on sections of the Colorado River between Lake Buchanan and the Gulf of
Mexico. KOC targets 65 percent or greater youth participants that are from underserved
populations.

The following chart compares July through September FY 2012 KOC numbers to FY 2011 and
FY 2010 for the same months.
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Parks

Public visitation at LCRA parks and recreation areas was significantly lower than historical
averages due to the continuing record heat and the relentless drought conditions. Severely reduced
elevations on Lakes Travis and Buchanan resulted in all public boat ramps being closed except for
Mansfield Dam Park’s boat ramp, which remained open until Sept. 7.

Several LCRA parks and recreation areas were affected by nearby wildfires on the Labor Day
holiday weekend. Camp Creek and Shaffer Bend recreation areas on Lake Travis, and Lake
Bastrop North Shore and South Shore parks, were evacuated on Sept. 4 because of nearby
wildfires. LCRA Rangers and park staff first confirmed that all parks visitors and on-site park
hosts safely exited these parks. After the required evacuations, LCRA Rangers and parks staff
focused their efforts on protecting parks facilities, equipment, and vehicles as was safely feasible.

The recreation areas on Lake Travis were re-opened on Sept. 7 with no discernable wildfire
damage. The Lake Bastrop parks were closed until Sept. 16. Though not directly impacted by the
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wildfire that ravaged the nearby state park, both Lake Bastrop parks were without electrical service
for several days following the closures, and potable water was not available until Sept. 14.

In response to the continuing wildfire threat, there have been some operational changes at
selected LCRA parks to mitigate the hazardous situation. At Canyon of the Eagles Nature Park on
Lake Buchanan, visitors are not allowed outdoor fires of any kind. Lake Travis’ Grelle Recreation
Area is closing its gate 30 minutes after sunset and re-opens 30 minutes before sunrise with no
overnight camping allowed. Visitors to Lake Bastrop North Shore and South Shore parks are not
allowed outdoor fires of any kind, and hikers are required to register prior to using the recreational
trails. This new registration procedure helps parks staff identify the numbers and location of trail
users in case another prompt wildfire evacuation is required.
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