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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. Consider Election of LCRA Board Officers for
2012

Proposed Motion
Elect a Board Vice Chair and Secretary for 2012.

Board Consideration

Section 2.02 of the LCRA Bylaws provides that the Board of Directors shall elect a Vice Chair
and Secretary at the December regular meeting of the Board. If not elected at a December
meeting, then the officers may be elected at any subsequent meeting.

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

Summary

The term of office for Vice Chair and Secretary shall be a calendar year. The Vice Chair and
Secretary shall continue in office until their successors are elected unless removed from office by a
vote of at least eight directors.

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

2. 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

3. LCRAFY 2012 Business Plan Second 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 second quarter of
FY 2012.

Presenter(s)
Jim Travis
Treasurer
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This agenda item requires the approval
of at least 12 members of the Board.

FOR ACTION (CONSENT)

4. Conveyance of an Underground Natural Gas
Liquids Pipeline Easement in Matagorda County

Proposed Motion

Authorize the general manager or her designee to convey a permanent underground natural gas
liquids pipeline easement being 0.17-acre to DCP Sand Hills Pipeline, LLC, across a portion of an
LCRA parcel in Matagorda County.

Board Consideration

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

Budget Status and Fiscal Impact

The administrative costs associated with the conveyance of this easement are contained within
the FY 2012 Business Plan. The proceeds of $5,000 from the sale of the easement will be credited
to Gulf Coast Irrigation Division operations.

Summary

DCP has requested a 50-foot wide easement to cross under an LCRA-owned canal with its
DCP Markham-to-Sweeney pipeline project. The canal is part of the Gulf Coast Irrigation
Division’s canal system in Matagorda County. DCP will construct the pipeline by boring under
the canal and will not disturb the surface of the canal.

DCP has offered to pay LCRA $5,000 for the easement. LCRA staff has reviewed available
market data and has determined that the price of the easement at or above the market value of the
easement being conveyed.

LCRA staff has reviewed the construction and operation plans for the pipeline and found that
there will be no adverse operational impacts to LCRA. A due-diligence environmental site
assessment by LCRA staff is being completed, and the property will not be transferred until a
determination has been made that no apparent adverse environmental conditions are associated
with the property.

Exhibit(s)

A - Vicinity Map
B - Site Map
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EXHIBIT B

®

Site Map

DCP Easement
Matagorda County

Runnells Pastures Company, Ltd.
212/505

0.173 Acre
Permanent
50' Easement

150' Wide Canal
Gulf Coast Water Company
Pierce Pasture Section
232/38

NOTE:
All acreages
approximate

0 500 feet
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This agenda item requires the approval
of at least 12 members of the Board.

FOR ACTION (CONSENT)

5. Conveyance of an Underground Natural Gas
Liquids Pipeline Easements in Wharton County

Proposed Motion

Authorize the general manager or her designee to convey two permanent underground natural
gas liquids pipeline easements being 0.086-acre and 0.104-acre, and a temporary access easement
of 0.103-acre to ETC NGL Transport, LLC, across portions of an LCRA parcel in Wharton
County.

Board Consideration

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

Budget Status and Fiscal Impact

The administrative costs associated with the conveyance of these easements are contained
within the FY 2012 Business Plan. The proceeds of $12,500 from the sale of these easements will
be credited to Gulf Coast Irrigation Division operations.

Summary

ETC has requested two 30-foot-wide pipeline easements and one temporary access easement to
cross under an LCRA-owned canal with its ETC Jackson to Brazos Justice pipeline project. The
canal is part of the Gulf Coast Irrigation Division’s canal system in Wharton County. ETC will
construct the pipeline by boring under the canal and will not touch the surface of the canal.

ETC has agreed to pay LCRA $5,000 for each pipeline easement and $2,500 for the temporary
access easement for a total of $12,500. LCRA staff has reviewed available market data and
believes that the compensation for the easements is at or above the market value of the easements
being conveyed.

LCRA staff has reviewed the construction and operation plans for the pipeline and found that
there will be no adverse operational impacts to LCRA. A due-diligence environmental site
assessment by LCRA staff is being completed, and the property will not be transferred until a
determination has been made that no apparent adverse environmental conditions are associated
with the property.

Exhibit(s)

A - Vicinity Map
B - Site Map
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EXHIBIT B
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FOR ACTION (CONSENT)

6. Quarterly Report of Legal Fees and Expenses

Proposed Motion
Approve FY 2012 second 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
2nd Quarter | FY12YTD FY12YTD Percent of
COST CENTER Total Total Budget YTD Budget
Generation $523,848 $892,905 $838,000 106%
Transmission $585,353 $1,116,978 $2,102,500 53%
Corporate $29,456 $110,856 $345,000 32%
Water $144,167 $198,771 $182,500 109%
Community $0 $0 $5,000 0%
TOTAL: $1,282,824 $2,319,510 $3,473,000 67%

BREAKDOWN OF OUTSIDE COUNSEL & CONSULTANTS TOTALS
O&M and CIP
FY12 FY12 FY12 FY12
2nd YTD YTD 2nd YTD YTD
cosTcenteR | Quarler | Jae | B | Quarer| e | Budee
Generation $300,293 | $474,538 | $395,500 |$223,555 $418,367 $442,500
Transmission $45,934 | $56,124 $0 |$539,419 | $1,060,769 | $2,102,500
Corporate $29,456 | $108,812 $70,000 $0 $2,044 $275,000
Water $144,168 | $198,771 $182,500 $0 $0 $0
Community $0 $0 $5,000 $0 $0 $0
TOTAL: $519,851 | $835,007 | $653,300 |$762,974 | $1,481,180 | $2,820,000

* 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
Van Ness Feldman
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

2nd Quarter FY 2012

Fees Expenses Totals Totals
$14,680 $729 $15,409 $22,509
$14,680 $729 $15,409 $22,509
$3,320 $0 $3,320 $43,166
$3,320 $0 $3,320 $43,166
$18,000 $729 $18,729 $65,675
$278,646 $7,551 $286,197 $409,400
$190 $85 $275 $5,220
$214,389 $6,494 $220,883 $410,666
$360 $0 $360 $360
$726 $0 $726 $1,584
$494,311 $14,130 $508,441 $827,230
$494,311 $14,130 $508,441 $827,230
$512,311 $14,859 $527,170 $892,905
$72,758 $13 $72,771 $183,943
$218,228 $23,640 $241,868 $279,318
$192,408 $11,093 $203,501 $405,651
$10,655 $52 $10,707 $66,249

LCRA Board Agenda - January 2012
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Wagstaff, Alvis, Stubbeman,
Seamster & Longacre

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, Board, General
Miscellaneous

Outside Counsel
Jackson Walker, LLP

McCall, Parkhurst & Horton, LLP

Scott, Douglass, & McConnico,
L.L.P.

Thompson & Knight LLP
Outside Counsel Subtotal

Total

2nd Quarter FY 2012

Fees Expenses Totals Totals
$53,106 $3,399 $56,505 $181,045
$0 $0 $0 $771
$547,155 $38,197 $585,352 $1,116,977
$547,155 $38,197 $585,352 $1,116,977
$0 $0 $0 $69
$0 $0 $0 $24,295
$0 $0 $0 $321
$0 $0 $0 $24,685
$20,577 $0 $20,577 $21,367
$20,577 $0 $20,577 $21,367
$1,569 $10 $1,579 $1,579
$0 $0 $0 $55,685
$0 $0 $0 $240
$7,300 $0 $7,300 $7,300
$8,869 $10 $8,879 $64,804
$29,446 $10 $29,456 $110,856
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2nd Quarter FY 2012
Fees Expenses Totals Totals
Water
Water and Wastewater
Outside Counsel
Bickerstaff, Heath, Delgado,
Acosta, LLP $140 $0 $140 $140
Freeman & Corbett, LLP $40,690 $245 $40,935 $88,621
Jackson Walker, LLP $52,758 $1,611 $54,369 $55,512
McCall, Parkhurst & Horton LLP $6,660 $0 $6,660 $6,660
Outside Counsel Subtotal $100,248 $1,856 $102,104 $150,933
Water and Wastewater Subtotal $100,248 $1,856 $102,104 $150,933
River Management
Outside Counsel
Graves, Dougherty, Hearon &
Moody, PC $41,890 $174 $42,064 $47,839
Outside Counsel Subtotal $41,890 $174 $42,064 $47,839
River Management Subtotal $41,890 $174 $42,064 $47,839
Total $142,138 $2,030 $144,168 $198,772
2nd Quarter Totals (FY 2012) $1,231,049 $55,096 $1,286,145 $2,319,509
Top 10 Outside Counsel and Consultant Matters
CREZ Transmission Lines CIP $497,058
Clear Springs-to-Hutto Transmission Line (Real Estate & Condemnation) CIP $478,667
EIP (FPP Environmental Litigation & Permitting) OoM $407,361
Ferguson Replacement Project CIP $291,526
Utility Divestiture oM $95,421
Peaker Project Phase Il (Contract Review) CIp $71,913
Interim Capital Addition (ICA) Rate Case OoM $56,124
Corporate General Matters oM $54,381
Corporate Finance oM $53,641
FPP U1&2 Scrubber Project (Contract Issues) CIP $49,768

LCRA Board Agenda - January 2012
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FY 2012 Totals by Law Firm

Jackson Walker, LLP

Baker Botts, LLP

Ross Molina Oliveros, PC

Bickerstaff, Heath, Delgado, Acosta, LLP
Wagstaff, Alvis, Stubbeman, Seamster & Longacre
Freeman & Corbett, LLP

Smith, Robertson, Elliott, Glen, Klein & Bell, LLP
McCall, Parkhurst & Horton, LLP

Graves, Dougherty, Hearon & Moody, PC
Fulbright & Jaworski, LLP

Slover & Loftus

Fish & Richardson

Thompson & Knight LLP

Burford & Ryburn, LLP

Winstead, PC

Watson & Renner

Van Ness Feldman

Scott, Douglas, McConnico

Outside Counsel Total

FY 2012 Totals by Outside Consultants

Rimkus Consulting

Outside Consultant Total

FY 2012 Outside Counsel and Consultant Total

$747,075
$409,400
$405,651
$184,152
$181,045
$88,621
$66,249
$62,345
$47,839
$24,295
$22,509
$21,367
$7,300
$5,220
$1,905
$771
$360
$240

$2,276,344

$43,166

$43,166

$2,319,510

20
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FOR ACTION (CONSENT)

7. Directors’ Attendance at Seminars, Conferences

Proposed Motion
Approve directors’ attendance at seminars or conferences for calendar year 2012.

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)

8. 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.

22 LCRA Board Agenda - January 2012



FOR ACTION (CONSENT)

9. Minutes of Prior Meetings

Proposed Motion
Approve the minutes of the Dec. 14, 2011, meeting.

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

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

Summary
The minutes of each meeting are presented to the Board for approval at the next regular
meeting.

Exhibit(s)
A - Minutes of Dec. 14, 2011, meeting
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EXHIBIT A

Minutes Digest
December 14, 2011

11-193

11-194

11-195

11-196

11-197

11-198

11-199

11-200

11-201

11-202

11-203

Approval of revisions to LCRA Board Policy 102 - Authority and Responsibilities.

Approval of revisions to LCRA Board Policy 105 - Directors’ Fees and Expense
Reimbursement.

Authorization for the general manager or her designee to negotiate and execute a
Raw Water/Effluent Irrigation Agreement for the Roy and Rose Kang Living Trust
(Trust). Adoption of a raw water/effluent irrigation rate of $3.00 per thousand
gallons for the Trust to be contingent and effective upon execution of the proposed
raw water/effluent irrigation agreement.

Authorization for the general manager or her designee to negotiate and execute a
Raw Water/Effluent Irrigation Agreement for the Spanish Oaks Property Owners’
Association, Inc. (Spanish Oaks) and other actions necessary to implement this
agreement. Adoption of a raw water/effluent irrigation rate of $2.75 per thousand
gallons for Spanish Oaks to be contingent upon and effective upon execution of the
proposed raw water/effluent irrigation agreement.

Reappointment of Baker Tilly Virchow Krause, LLP, as LCRA’s independent
auditor to perform the FY 2012 audits of LCRA and the Fayette Power Project.

Approval of directors’ fees and expenses reimbursement.

Approval of directors’ attendance at seminars or conferences for calendar year
2012.

Approval of the minutes of the November 16, 2011, regular meeting and November
21, 2011, special meeting.

Authorization for LCRA staff to negotiate and execute a standard water contract
with Austin Energy for industrial use of LCRA’s firm water supply of up to 7,500
acre-feet per year for a term of 20 years. Further authorization for staff to terminate
an existing contract with Austin Energy, which the new contract will replace.

Authorization for LCRA staff to negotiate and execute a firm temporary water sale
agreement with HSC Pipeline Partnership, LLC, for industrial use of LCRA’s firm
water supply of up to 10 acre-feet per year for a term of one year.

Authorization for LCRA staff to negotiate and execute a firm temporary water sale
agreement with Enterprise Products Operating, LLC, for industrial use of LCRA’s
firm water supply of up to 10 acre-feet per year for a term of one year.

24
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11-204

11-205

11-206

11-207

Approval of amendments to the LCRA Recreation Areas, Parks and Natural
Science Centers Fee Schedule to be effective January 1, 2012.

Authorization for the general manager or her designee to negotiate and execute the
following contracts and contract changes: Change Order No. 1 to Contract No. 3356
(Booz and Company (N.A.), Inc.), Contract No. 3406 (Valmont Industries, Inc.),
Surplus Sale (LaGrange Recycling), and Increase in Estimate No. 1 to Contract No.
2841 (Crescent Power, Inc.).

In accordance with LCRA Board Policy 301 - Financial Policy, approval of the use
of available funds from FY 2011 of $6.7 million as outlined as follows: $6.7 million
contribution to the Board-designated Infrastructure Reserve.

Adoption of a resolution authorizing the general manager or her designee to
negotiate and execute a purchase and sale agreement for sale of the West Travis
County Water and Wastewater Systems to the Coalition of Central Texas Utilities
Development Corporation, authorization to negotiate and execute a settlement
agreement with the parties of the current West Travis County water and wastewater
utility rate cases, authorization to do all things necessary to accomplish the
conveyance of the systems, and declaration of the systems as nonessential, such
declaration to be contingent upon the closing of the sale of the systems, all in
accordance with the resolution.
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MINUTES OF THE REGULAR MEETING OF THE
BOARD OF DIRECTORS OF THE
LOWER COLORADO RIVER AUTHORITY
Cedar Creek, Texas
December 14, 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 9:14 a.m. on Wednesday, December 14, 2011, at the McKinney Roughs Nature Park, 1884 State
Highway 71 West, Dining Hall, Cedar Creek, Bastrop County, Texas. The meeting was open to
the public, and the following directors were present, constituting a quorum:

Timmerman
Klein
Arbuckle
Balas
Berger
Dickerson
Franklin
Gill
Johnson
Kibby
Martine
McHenry
Schrader
Spears

Absent: White

Chair Timmerman convened the meeting at 9:14 a.m. and led the Board in pledges of
allegiance to the American and Texas flags. Director Spears provided an invocation. Chair
Timmerman welcomed the following guests in attendance: Bastrop County Commissioner Clara
Beckett, Susan Nold from state Sen. Kirk Watson’s office and Burnet County Commissioner Bill
Neve.

11-193  Chair Timmerman introduced Agenda Item 1, and General Counsel John Rubottom
presented for consideration staff’s recommendation, described in Agenda Item 1 [attached hereto
as Exhibit A], that the Board approve revisions to LCRA Board Policy 102 - Authority and
Responsibilities. Staff reviewed this item with directors during a Planning and Public Policy
Committee meeting earlier this month. Upon motion by Director McHenry, seconded by Director
Berger, the recommendation was unanimously approved by a vote of 14 to 0.

11-194 Chair Timmerman introduced Agenda Item 2, and General Counsel John Rubottom
presented for consideration staff’s recommendation, described in Agenda Item 2 [attached hereto
as Exhibit B], that the Board approve revisions to LCRA Board Policy 105 - Directors’ Fees and
Expense Reimbursement. Staff reviewed this item with directors during a Planning and Public
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Policy Committee meeting earlier this month. Upon motion by Director Balas, seconded by
Director McHenry, the recommendation was unanimously approved by a vote of 14 to 0.

Director McHenry, Chair of the Audit Committee, presented a report on the committee’s
meeting on December 13, including items discussed and items approved. Director McHenry noted
that the details of the meeting would be available on the BoardVantage system.

General Manager Becky Motal next gave her monthly report, which included a summary of
LCRA’s significant accomplishments during calendar year 2011. Following are some of the things
she highlighted:

» A successful major reorganization of LCRA under General Manager Motal’s leadership.
General Manager Motal discussed that the new team of executive managers and
organization of dedicated employees were tested by the wildfire events in Central Texas,
including Bastrop County, over the Labor Day weekend. The wildfires affected every
aspect of LCRA.

« Strategies that have helped LCRA successfully reduce its cost structure, including
reorganization, elimination of positions, and a voluntary reduction-in-force program that
will significantly reduce LCRA’s labor budget.

» LCRA’s efforts to hold electric nonfuel rates flat in FY 2013 and possibly FY 2014.
General Manager Motal said that this would give a longer term signal to LCRA’s
wholesale electric customers to help them plan more appropriately.

« The LCRA Board’s approval in October of a $5 million grant to Bastrop County for
wildfire recovery. General Manager Motal expressed appreciation to the Board and
reiterated LCRA’s commitment to help Bastrop County with wildfire recovery efforts,
noting LCRA’s facilities and many assets in Bastrop County as well as concerns regarding
potential impacts on the environment and water quality. General Manager Motal also
reported that Bastrop County Commissioner Clara Beckett would provide periodic reports
on wildfire recovery status and audited financial reports on the expenditure of LCRA grant
funds.

* Recent approval by the Texas Commission on Environmental Quality (TCEQ) of LCRA’s
application for interim drought relief measures, which will enable LCRA to be more
responsive as an organization and help protect firm water customers. General Manager
Motal noted staff’s significant communication efforts to try to keep the public informed
about the impacts of the drought as well as LCRA’s efforts to respond to and manage the
drought. In addition, LCRA’s work on recommendations for amendments to the next
Water Management Plan for which staff plans to seek Board approval in January 2012 and
then submit to the TCEQ over the next few months for approval. The recommendations
include a commitment to develop new water supplies for the basin.

» Recent approval by the U.S. Environmental Protection Agency of LCRA’s greenhouse gas
permit for the replacement plant for the Thomas C. Ferguson Power Plant. LCRA has
issued Fluor (the contractor) a notice to proceed with construction.

« Successful business operations of LCRA Transmission Services Corporation and its recent
filing of a transmission cost of service rate case at the Public Utility Commission of Texas.
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» Recent settlement of the lawsuit between the San Antonio Water System and LCRA.
General Manager Motal noted the importance of LCRA being able to focus on developing
new water supplies without the threat of this litigation.

« General Manager Motal’s meetings with representatives of virtually all of LCRA’s
wholesale electric customers. General Manager Motal also continues to meet with the
Association of Wholesale Customers and the Rates and Resources Council for wholesale
electric customers.

« Recent completion of the new office building at the Dalchau Service Center. This will
eliminate the need for an office facility that was being leased.

* Improved communications with LCRA employees, including General Manager Motal’s
periodic “town hall” meetings with employees and streaming of LCRA Board meetings.

« Recent implementation of the new BoardVantage software.

In response to a request from Director Franklin, General Manager Motal discussed
communication tools that staff will use to keep the public better informed from an operations
standpoint of LCRA’s releases of water from the Highland Lakes.

General Manager Motal noted that Henry Eby, executive manager of Environmental and
Regulatory Affairs, is the LCRA point person for coordination of issues related to Bastrop County
wildfire recovery.

Bastrop County Commissioner Clara Beckett next addressed the Board and reported on
Bastrop County’s progress in recovering from the wildfire that began on September 4, 2011.

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

The Board next considered the Consent Agenda. Upon motion by Director McHenry,
seconded by Director Balas, the Board, by a vote of 14 to 0, unanimously approved consent items
5,6,7,8,9and 10, included on the December 14, 2011, Board Consent Agenda, as follows:

11-195 Authorization for the general manager or her designee to negotiate and execute a
Raw Water/Effluent Irrigation Agreement for the Roy and Rose Kang Living Trust (Trust), and
adoption of a raw water/effluent irrigation rate of $3.00 per thousand gallons for the Trust to be
contingent and effective upon execution of the proposed raw water/effluent irrigation agreement,
as recommended by staff in Consent Item 5 [attached hereto as Exhibit C].

11-196  Authorization for the general manager or her designee to negotiate and execute a
Raw Water/Effluent Irrigation Agreement for the Spanish Oaks Property Owners’ Association,
Inc. (Spanish Oaks) and other actions necessary to implement this agreement, and adoption of a
raw water/effluent irrigation rate of $2.75 per thousand gallons for Spanish Oaks to be contingent
upon and effective upon execution of the proposed raw water/effluent irrigation agreement, as
recommended by staff in Consent Item 6 [attached hereto as Exhibit D].
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11-197 Reappointment of Baker Tilly Virchow Krause, LLP, as LCRA’s independent
auditor to perform the FY 2012 audits of LCRA and the Fayette Power Project, as recommended
by staff in Consent Item 7 [attached hereto as Exhibit E].

11-198 Approval of directors’ fees and expenses and reimbursement of directors for such
fees and expenses, as recommended in Consent Item 8 [attached hereto as Exhibit F].

11-199  Approval of directors’ attendance at seminars or conferences for calendar year 2012,
as recommended in Consent Item 9 [attached hereto as Exhibit G].

11-200  Approval of the minutes of the November 16, 2011, regular meeting and November
21, 2011, special meeting [Consent Item 10].

Meteorologist Bob Rose gave a PowerPoint presentation on the weather outlook, including an
update on rainfall since October, weather pattern, drought monitor for Texas, and potential for
additional rains across the basin.

Jo Karr Tedder addressed the Board and thanked Bob Rose for the weather forecast
presentation that he gave to the Central Texas Water Coalition on December 1. William Witt,
president of the Donall Estates Property Owners Association, addressed the Board and expressed
concerns about the levels in Lake Buchanan and water supply issues.

11-201  Kyle Jensen, executive manager of External Affairs, presented for consideration a
staff recommendation, described in Agenda Item 14 [attached hereto as Exhibit H], that the Board
authorize LCRA staff to negotiate and execute a standard water contract with Austin Energy for
industrial use of LCRA’s firm water supply of up to 7,500 acre-feet per year for a term of 20 years,
and further authorize staff to terminate an existing contract with Austin Energy, which the new
contract will replace. Staff responded to questions on this item relating to Austin’s use of water.
Upon motion by Director Spears, seconded by Director Martine, the recommendation was
unanimously approved by a vote of 14 to 0.

Kyle Jensen next presented agenda items 15 and 16, regarding firm water contracts for
industrial use of LCRA’s firm water supply. Upon motion by Director Spears, seconded by
Director Johnson, the Board, by a vote of 13 to 1, took action on these items as follows:

11-202 Authorized LCRA staff to negotiate and execute a firm temporary water sale
agreement with HSC Pipeline Partnership, LLC, for industrial use of LCRA’s firm water supply of
up to 10 acre-feet per year for a term of one year, as recommended by staff in Agenda Item 15
[attached hereto as Exhibit I].

11-203 Authorized LCRA staff to negotiate and execute a firm temporary water sale
agreement with Enterprise Products Operating, LLC, for industrial use of LCRA’s firm water
supply of up to 10 acre-feet per year for a term of one year, as recommended by staff in Agenda
Item 16 [attached hereto as Exhibit J].
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Carlos Hinojosa addressed the Board on behalf of HSC Pipeline Partnership, LLC, and
Enterprise Products Operating, LLC, relating to agenda items 15 and 16. Mr. Hinojosa responded
to various questions from the Board.

11-204 Fran Irwin, manager of Parks and Natural Science Centers, presented for
consideration a staff recommendation, described in Agenda Item 17 [attached hereto as Exhibit K],
that the Board approve amendments to the LCRA Recreation Areas, Parks and Natural Science
Centers Fee Schedule as shown in Exhibit A of Agenda Item 17 to be effective January 1, 2012.
Upon motion by Director Spears, seconded by Director McHenry, the recommendation was
unanimously approved by a vote of 14 to 0.

11-205 Leah Manning, manager of Operations Support, presented for consideration a staff
recommendation, described in Agenda Item 19 [attached hereto as Exhibit L], that the Board
authorize the general manager or her designee to negotiate and execute the following contracts and
contract changes: Change Order No. 1 to Contract No. 3356 (Booz and Company (N.A.), Inc.);
Contract No. 3406 (Valmont Industries, Inc.); Surplus Sale (LaGrange Recycling), including that
the Board declare the surplus materials related to the Fayette Power Project scrubber project as no
longer necessary or convenient or of beneficial use to the business of LCRA; and Increase in
Estimate No. 1 to Contract No. 2841 (Crescent Power, Inc.). Upon motion by Director Dickerson,
seconded by Director Spears, the recommendation was unanimously approved by a vote of 14 to 0.

11-206 Chief Financial Officer Brady Edwards presented for consideration a
staff recommendation, described in Agenda Item 18 [attached hereto as Exhibit M], that the
Board, in accordance with LCRA Board Policy 301 - Financial Policy, approve the use of available
funds from FY 2011 of $6.7 million as outlined as follows: $6.7 million contribution to the Board-
designated Infrastructure Reserve. Upon motion by Director Dickerson, seconded by
Director Franklin, the recommendation was unanimously approved by a vote of 14 to 0.

Chair Timmerman next recognized the following guests: City of Sunrise Beach Village Mayor
Pat Frain; former LCRA Board member Pix Howell, representing the Coalition of Central Texas
Utilities Development Corporation (Coalition); and Hays County Commissioner Ray Whisenant.
Mr. Howell addressed the Board briefly and thanked everyone, including LCRA staff, for their
work on the proposed agreement between the Coalition and LCRA for purchase and sale of the
West Travis County water and wastewater utility systems.

Chair Timmerman declared the meeting to be in executive session at 11:22 a.m., pursuant to
sections 551.071, 551.072 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
11:37 a.m.

The Board next took up Agenda Item 13 - Sale of LCRA’s West Travis County Water and
Wastewater Utilities and Settlement of West Travis County Rate Cases. General Manager Becky
Motal noted that staff had discussed its recommendation and presented a proposed resolution
regarding this item to the Water Operations Committee on December 13. Motal noted that the
proposed resolution was based on further negotiations with the Coalition over the last several
weeks.
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11-207  Director Spears moved, seconded by Director McHenry, that the Board adopt the
following resolution:

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.

WHEREAS, the Board authorized staff to sell certain water and wastewater utility systems and
instructed staff to retain other water and wastewater utility systems pursuant to resolutions adopted
at the Board's September, October, and November 2011 meetings;

WHEREAS, the Board authorized staff to negotiate with the Coalition of Central Texas
Utilities Development Corporation (Coalition) for the West Travis County water and wastewater
utility systems and staff now recommends approval of the Memorandum of Understanding and
Summary of Terms and Conditions attached hereto [as Exhibit N] (collectively MOU);

NOW, THEREFORE, BE IT RESOLVED that the Board authorize the general manager or her
designee to negotiate for the period beginning immediately and ending January 17, 2012, and if
successful, to execute a purchase and sale agreement with the Coalition based on the attached
MOU for the West Travis County Water and Wastewater Systems.

FURTHER RESOLVED that the Board authorize the general manager or her designee to
negotiate and execute a settlement agreement with the parties of the current West Travis County
water and wastewater utility rate cases consistent with today's agenda item and the MOU, which
settlement agreement shall be contingent on execution of the purchase and sale agreement with the
Coalition.

FURTHER RESOLVED that the Board authorize the general manager or her designee to do all
things necessary to accomplish the conveyance of said systems if a purchase and sale agreement
has been fully executed by January 17, 2012.

FURTHER RESOLVED that the Board declare the West Travis County Water and Wastewater
Systems as no longer necessary or convenient or of beneficial use to the business of LCRA, such
declaration to be contingent upon the closing of the sale of said systems in accordance with this
Resolution.

The motion was unanimously approved by a vote of 14 to 0.
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Chair Timmerman thanked everyone that has been involved in the process for purchase and
sale of the West Travis County water and wastewater utility systems, and said that he looked
forward to the closure of the sale of these systems.

There being no further business to come before the Board, the meeting was adjourned at
approximately 11:45 a.m.

Kathleen Hartnett White, Secretary
LCRA Board of Directors
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FOR ACTION

10. Amend HB 1437 Agricultural Water Conservation
Program Application Guidelines and Cost-Sharing
Agreement

Proposed Motion

Amend the House Bill (HB) 1437 Agricultural Water Conservation Program Guidelines and
Cost-Sharing Agreement to allow the spring 2012 grant program for land-leveling projects to
provide funds if LCRA water supplies are curtailed.

Board Consideration

Consistent with the Texas Special District Local Laws Code Section 8503.029, and LCRA
Board Policy 301.403 - Financial Policy, the LCRA Board must approve the release of funds from
the Agricultural Water Conservation Fund (Ag Fund), including changes to the HB 1437
Application Guidelines and related changes to the HB 1437 Cost-Sharing Agreement.

Budget Status and Fiscal Impact
This proposed action has no fiscal impact to the LCRA FY 2012 Business Plan.

Summary

HB 1437, passed by the Texas Legislature in 1999, authorized the transfer of up to 25,000
acre-feet per year of water outside the lower Colorado River basin for use in Williamson County.
It stipulated that there could be “no net loss” of water from the Colorado River basin and
established an Ag Fund to mitigate any adverse effects resulting from the water transfer. Under a
related water supply contract with the Brazos River Authority, a 25 percent surcharge is applied to
the standard water rates to provide income to the Ag Fund. The Ag Fund has a current balance of
approximately $457,000.

The HB 1437 land leveling program provides grants to eligible producers to construct on-farm
water conservation projects. LCRA generally pays up to 30 percent of the cost of each project.
Producers are required to pay a minimum of 20 percent for each project, and the U.S. Natural
Resources Conservation Services (NRCS) has historically paid for 50 percent of the project
through its Environmental Quality Improvement Program (EQIP) grants program. NRCS
administrative payment procedures changed in 2010, and EQIP payments in 2012 are estimated to
cover about 60 percent of project costs. The land-leveling grant program began in 2006 and to
date has awarded $1.61 million in grants to precision-level more than 25,000 acres of rice land,
saving an estimated 7,746 acre-feet annually (assuming a three-year crop rotation).

LCRA’s contracts for this program require grant recipients to be receiving water from LCRA.
Staff recommends modifying the guidelines and contracts so that producers receiving land-leveling
grants must use water supplied by LCRA, except in years when LCRA has curtailed the amount of
surface water available for irrigated agriculture within the Gulf Coast, Lakeside and Garwood
irrigation operations, consistent with LCRA’s state-approved Water Management Plan. If these
guidelines and contract changes are adopted, staff estimates that LCRA will provide grants to level
between 3,000 to 5,000 acres in 2012.
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The HB 1437 Agricultural Water Conservation Program Guidelines and Cost-Sharing
Agreement has been provided to the Board under separate cover.

Presenter(s)
Kyle Jensen
Executive Manager, External Affairs
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FOR ACTION

11. Temporary Water Sale Agreement for Irrigation
Use - Andrew Taft

Proposed Motion

Authorize LCRA staff to negotiate and execute a firm temporary water sale agreement with
Andrew Taft for irrigation use of LCRA’s firm water supply of up to 10 acre-feet per year for a
term of three years.

Board Consideration

The LCRA Board of Directors passed a resolution at its Sept. 21, 2011, meeting that all
contract sales that would increase the demand on LCRA’s water supplies be brought to the Board
for consideration until otherwise directed.

Budget Status and Fiscal Impact
Based on a contract amount of 10 acre-feet per year, this agreement would generate up to
$1,500 of increased water revenues annually, depending on use.

Summary

Andrew Taft has requested a firm temporary water sale agreement to use LCRA’s firm water
for irrigation use for a maximum annual quantity of 10 acre-feet per year (including losses).
Andrew Taft submitted an application for an entertainment and educational project in Bastrop
County.

Staff recommends that the Board approve the amount requested of 10 acre-feet per year.

Staff has determined that there are sufficient firm water supplies in lakes Buchanan and Travis
or other sources of supply to meet the amount recommended by staff. These sources include
significant run-of-river water rights, portions of which will need to be amended in the future as
customer use of reserved water supplies increases.

Presenter(s)
Kyle Jensen
Executive Manager, External Affairs

Exhibit(s)
A - General Location Map
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EXHIBIT A
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FOR ACTION

12. Jonestown Water Supply Corp. - Firm Water
Contract for Municipal Use

Proposed Motion

Authorize LCRA staff to negotiate and execute the replacement of an existing standard water
contract with Jonestown Water Supply Corp. for municipal use of LCRA’s firm water supply up to
526 acre-feet per year for a term of 40 years. This is an increase from their existing contract of 460
acre-feet, and will terminate the existing contract with Jonestown Water Supply Corp.

Board Consideration
LCRA’s Water Contract Rules call for Board approval of raw water contracts for amounts
greater than 500 acre-feet per year and that vary from the standard contract provisions.

Budget Status and Fiscal Impact
Based on a new contract amount of 526 acre-feet per year, this agreement would generate up to
$9,700 of increased water revenues annually, depending on use.

Summary

Jonestown has requested an amendment to its existing water contract to use LCRA’s firm
water for municipal use and to increase the maximum annual quantity of 460 acre-feet per year to
526 acre-feet per year. LCRA Water Contract Rules require issuance of a new contract rather than
amendment of the existing contract. The application was submitted, in part, as a result of
Jonestown exceeding its maximum annual quantity for two consecutive years. LCRA rules require
a customer to submit an application for an increase in its maximum annual quantity under its
contract if the customer has exceeded the maximum annual quantity for two consecutive years.

Staff recommends that the Board approve the amount requested of 526 acre-feet per year.
Staff has reviewed and approved Jonestown’s conservation and drought contingency plans.

Staff has determined that there are sufficient firm water supplies in lakes Buchanan and Travis
or other sources of supply to meet the amount recommended by staff. These sources include
significant run-of-river water rights, portions of which will need to be amended in the future as
customer use of reserved water supplies increases.

Presenter(s)
Kyle Jensen
Executive Manager, External Affairs

Exhibit(s)
A - General Location Map
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FOR DISCUSSION / POSSIBLE ACTION

13. LCRA Agricultural Interruptible Water Contract
Rates, Rules, Standard Contract Form, and Water
Delivery Contract Form

Proposed Motion

Approve year 2012 rates for the sale of interruptible water to agricultural customers in LCRA’s
irrigation divisions and transport of customer-provided groundwater; approve amendments to
LCRA Agricultural Interruptible Water Contract Rules and Standard Form Contracts; and approve
a contract form for delivery of customer-provided groundwater through LCRA canals for
agricultural purposes in 2012.

Board Consideration

Consistent with Board Policy 501 and Special District Local Laws Code § 8503.011, the Board
is required to adopt rates associated with and approve terms and conditions for water contracts, and
any changes thereto.

Budget Status and Fiscal Impact

First crop rates reflect the fourth year of a five-year plan to increase rates by 4 percent a year.
The Garwood volumetric rate is a new rate, but was designed to collect the same revenues as the
flat rate structure that has been in place.

Summary

The water supply available for interruptible agricultural customers in 2012 will be limited,
consistent with the interim drought relief approved by the Texas Commission on Environmental
Quality on Dec. 7, 2011. LCRA will likely provide some interruptible water to the Garwood
Irrigation Division consistent with LCRA’s obligations under the 1998 Purchase Agreement
between LCRA and Garwood Irrigation Co. Moreover, if significant increases in storage occur
prior to March 1, LCRA could provide some limited supply to the other operations for first crop.

LCRA staff proposes updated rates for the sale of interruptible water to agricultural customers
in LCRA’s Garwood, Gulf Coast, and Lakeside irrigation divisions, amendments to the LCRA
Agricultural Interruptible Water Contract Rules, and a revised standard form contract that would
apply to agricultural interruptible water service contracts in the irrigation divisions. LCRA staff
also proposes approval of a contract form for the delivery of customer-provided groundwater
through LCRA canals for agricultural purposes in 2012. Staff met with customers on Jan. 10 and
11 to discuss and receive comment on the proposed rule and contract changes. Copies of the rates,
proposed rule amendments, and form contracts have been submitted to the Board under separate
cover, are posted on the LCRA website, and are summarized below. The rates applicable to
interruptible water contracts are also shown as Exhibit 1.

The proposed rule changes include tightening the limit on the amount of water a customer may
use during first crop and still have the potential to receive water for second crop, consistent with
the Board’s drought resolution from Sept. 21, 2011. Changes are also proposed that address
various other provisions designed to prevent the waste of water.

The proposed interruptible water contract form and rate changes include implementation of
billing based on volumetric measurement in the Garwood Irrigation Division. (The Gulf Coast and

LCRA Board Agenda - January 2012 39



Lakeside divisions are already billed based on volumetric measurement.) The proposed changes
also include lower limits on the amount of water to be made available prior to a customer being
subject to a surcharge in the Gulf Coast Irrigation Division.

The proposed interruptible water contract form would only commit LCRA to provide water
during first crop (through Aug. 24) in 2012.

The proposed contract form for the delivery of customer-provided groundwater through LCRA
canals provides a mechanism whereby LCRA canals already in use for the delivery of surface
water can also be used to deliver customer-provided groundwater for agricultural purposes. Under
this contract form, LCRA would receive a $100 application fee and a $25 daily fee for monitoring
customers’ use of LCRA canals including one diversion structure, plus $15 per day for any
additional diversion structures.

Presenter(s)
Kyle Jensen
Executive Manger, External Affairs

Ryan Rowney
Manager, Water Operations

Exhibit(s)
A - Proposed Irrigation Division Agricultural Interruptible Water Service Rate Tariffs
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EXHIBIT A
EXHIBIT 1
Proposed Year 2012 Gulf Coast Irrigation Division Agricultural Interruptible Water Service Rate Tariff

As adopted to be effective until further LCRA Board of Directors action.

The Per Acre Charge (Base Charge) applies to the acreage identified in this Contract, even if a portion of the
acreage, or the entire acreage, is not irrigated. [Optional language to include if LCRA staff does not anticipate
constraints based on acreage or canal capacity.] In the event that Customer specifies a percentage of the total
irrigation supply to the acreage that will be supplied by Customer using groundwater (with the remainder to be
supplied under this Contract), the acreage to which the Base Charge applies will be determined using the actual
percentage of water supplied under this Contract multiplied times the total acreage. For such an adjustment to
apply, CUSTOMER shall measure its groundwater using a meter approved by LCRA.

The Total Diversion Charge applies to each acre-foot of water diverted at the CUSTOMER's Point of Delivery.
The Excess Use Surcharge (Surcharge), when applicable, applies in addition to the Total Diversion Charge.

Application Fee:
e Row and alternate crop, and wildlife management: non-refundable $100 per contract.
e Rice and Turf Grass: n/a.

Irrigation Coordinator Cost Recovery Rate:
e 350 per hour (1 hour minimum) for a system change order received after 2:00 PM Monday through Friday, or
received after 11:00 AM on Saturday or Sunday.

Gulf Coast rates

e Total Diversion Charge (March - June) - $13.78 per acre-foot (includes $1.29 for raw water)

e Total Diversion Charge (July - October 15) - $15.37 per acre-foot (includes $2.88 for raw water)

e Per Acre Charge — Rice or Turf Grass - $54.62 per acre

e Per Acre Charge — Row and Alternate Crop and Wildlife Management - $11.71 per acre; minimum total Per
Acre Charge is $292.75 (assumes 25 acres)

e Maximum Surcharge - $30.74 per acre-foot

Gulf Coast Per Acre Duty and Excess Use Surcharge for First Crop Rice:

e Per Acre Duty: 3.25 acre-feet per acre irrigated.

e For use of water between 3.26 and 3.75 acre-feet per acre irrigated, no Surcharge will be assessed.
e Surcharge for use of water between 3.76 and 4.25 acre-feet per acre irrigated, $15.37 per acre-foot.
e Surcharge for use of water greater than 4.25 acre-feet per acre irrigated, $30.74 per acre-foot.

Gulf Coast Per Acre Duty and Excess Use Surcharge for Turfgrass:

e PerAcre Duty: 1.50 acre-feet per acre irrigated.

e For use of water between 1.50 and 1.75 acre-feet per acre irrigated, no Surcharge will be assessed.
e Surcharge for use of water between 1.76 and 2.25 acre-feet per acre irrigated, $15.37 per acre-foot.
e Surcharge for use of water greater than 2.25 acre-feet per acre irrigated, $30.74 per acre-foot.

Gulf Coast Per Acre Duty and Excess Use Surcharge for Row and Alternate Crop and Wildlife Management:

o Per Acre Duty: 3.0 acre-feet per acre irrigated.

e Surcharge for use of water greater than 3.0 acre-feet per acre, $15.37 per acre-foot. (No Surcharge for use
totaling 30 acre-feet or less.)
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EXHIBIT 2
Proposed Year 2012 Lakeside Irrigation Division Agricultural Interruptible Water Service Rate Tariff

As adopted to be effective until further LCRA Board of Directors action.

The Per Acre Charge (Base Charge) applies to the acreage identified in this Contract, even if a portion of the
acreage, or the entire acreage, is not irrigated. [Optional language to include if LCRA staff does not anticipate
constraints based on acreage or canal capacity.] In the event that Customer specifies a percentage of the total
irrigation supply to the acreage that will be supplied by Customer using groundwater (with the remainder to be
supplied under this Contract), the acreage to which the Base Charge applies will be determined using the actual
percentage of water supplied under this Contract multiplied times the total acreage. For such an adjustment to
apply, CUSTOMER shall measure its groundwater using a meter approved by LCRA.

The Total Diversion Charge applies to each acre-foot of water diverted at the CUSTOMER's Point of Delivery.
The Excess Use Surcharge (Surcharge), when applicable, applies in addition to the Total Diversion Charge.

Application Fee:
e Row and alternate crop, and wildlife management: non-refundable $100 per contract.
e Rice and Turf Grass: n/a.

Irrigation Coordinator Cost Recovery Rate:
e $50 per hour (1 hour minimum) for a system change order received after 2:00 PM Monday through Friday, or
received after 11:00 AM on Saturday or Sunday.

Lakeside rates

e Total Diversion Charge (March - June) - $15.80 per acre-foot (includes $1.37 for raw water)

e Total Diversion Charge (July - October) - $18.89 per acre-foot (includes $4.46 for raw water)

e Per Acre Charge — Rice or Turf Grass - $66.32 per acre

e Per Acre Charge — Row and Alternate Crop and Wildlife Management - $11.71 per acre; minimum total Per
Acre Charge is $292.75 (assumes 25 acres)

e Maximum Surcharge - $37.78 per acre-foot

Lakeside Per Acre Duty and Excess Use Surcharge for First Crop Rice:

e Per Acre Duty: 2.75 acre-feet per acre irrigated.

e Foruse of water between 2.76 and 3.25 acre-feet per acre irrigated, no Surcharge will be assessed.
e Surcharge for use of water between 3.26 and 3.75 acre-feet per acre irrigated, $18.89 per acre-foot.
e Surcharge for use of water greater than 3.75 acre-feet per acre irrigated, $37.78 per acre-foot.

Lakeside Per Acre Duty and Excess Use Surcharge for Row and Alternate Crop and Wildlife Management:

e Per Acre Duty: 3.0 acre-feet per acre irrigated.

e Surcharge for use of water greater than 3.0 acre-feet per acre, $18.89 per acre-foot. (No Surcharge for use
totaling 30 acre-feet or less.)
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EXHIBIT 3
Proposed Year 2012 Garwood Irrigation Division Agricultural Interruptible Water Service Rate Tariff

As adopted to be effective until further LCRA Board of Directors action.

The Per Acre Charge (Base Charge) applies to the acreage identified in this Contract, even if a portion of the
acreage, or the entire acreage, is not irrigated. [Optional language to include if LCRA staff does not anticipate
constraints based on acreage or canal capacity.] In the event that Customer specifies a percentage of the total
irrigation supply to the acreage that will be supplied by Customer using groundwater (with the remainder to be
supplied under this Contract), the acreage to which the Base Charge applies will be determined using the actual
percentage of water supplied under this Contract multiplied times the total acreage. For such an adjustment to
apply, CUSTOMER shall measure its groundwater using a meter approved by LCRA.

The Total Diversion Charge applies to each acre-foot of water diverted at the CUSTOMER's Point of Delivery.

The Excess Use Surcharge (Surcharge), when applicable, applies in addition to the Total Diversion Charge.

Application Fee:
¢ Row and alternate crop, and wildlife management: non-refundable $100 per contract.

e Rice and Turf Grass: n/a.

Irrigation Coordinator Cost Recovery Rate:
e $50 per hour (1 hour minimum) for a system change order received after 2:00 PM Monday through Friday, or
received after 11:00 AM on Saturday or Sunday.

Garwood Water Rates
e Total Diversion Charge
o One lift — $14.43 per acre-foot (includes raw water at no charge)
o Two lifts — $16.50 per acre-foot (includes raw water at no charge)
e Per Acre Charge - Rice
o One lift — $64.00 per acre
o Two lits — $68.00 per acre
e Per Acre Charge — Row and Alternate Crop and Wildlife Management
o $11.71 per acre
o Minimum total Per Acre Charge $292.75 assumes 25 acres
e Maximum Surcharge - $33.00 per acre-foot

Garwood_Per Acre Duty and Excess Use Surcharge for First Crop Rice:

e Per Acre Duty: 2.75 acre-feet per acre irrigated.

e Foruse of water between 2.76 and 3.25 acre-feet per acre irrigated, no Surcharge will be assessed.

e Surcharge for use of water between 3.26 and 3.75 acre-feet per acre irrigated, for one lift: 14.43 per acre-foot;
for two lifts: $16.50 per acre-foot.

e Surcharge for use of water greater than 3.75 acre-feet per acre irrigated, for one lift: 28.86 per acre-foot; for
two lifts: $33.00 per acre-foot.

Per Acre Duty and Excess Use Surcharge for Row and Alternate Crop and Wildlife Management:

o Per Acre Duty: 3.0 acre-feet per acre irrigated.

e Surcharge for use of water greater than 3.0 acre-feet per acre, $16.50 per acre-foot. (No Surcharge for use
totaling 30 acre-feet or less.)
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FOR DISCUSSION

14,

Water and Wastewater Utility Divestiture Update

Summary
Staff will update the Board on activities related to the proposed divestitures of LCRA’s water
and wastewater utility assets including:

sale of the Leander/Sandy Creek Water System to the City of Leander;

sale of the Lakeway Regional Raw Water System to the Lakeway Barge Participants;

sale of the Liberty Hill Wastewater System to the City of Liberty Hill;

sale of the Glenlake Water System to the City of Austin;

sale of Whitewater Springs Water System to the Whitewater Springs Water Supply
Corporation;

negotiations with the Coalition of Central Texas Utilities Development Corporation based on
Board resolution approved Dec. 14, 2011; and,

negotiations with Corix Infrastructure, Inc., based on Board resolution approved Nov. 21, 2011.

Presenter(s)
Brady Edwards
Chief Financial Officer
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LCRA Safety

Quarterly Operations Report

The safety report contains different information this quarter due to LCRA’s reorganization.

This report does not contain the OSHA recordable incident rate or the preventable vehicle accident
rate. LCRA Safety is still tracking and monitoring all safety incidents and will continue to
calculate rates once labor hours and miles driven for the new organizational structure are

determined. These rates are important indicators to determine how LCRA is doing internally as

well as how LCRA compares to industry standards.
For the first half of FY 2012, LCRA has had 13 OSHA recordable injuries and 13 preventable

vehicle accidents. These numbers are consistent with FY 2009 - FY 2011 incident numbers, and

there are no trends to note. With such significant organizational changes over the past several
months, LCRA employees are continuing to report and discuss all safety incidents. This is a
critical part of LCRA’s safety culture.
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Water Services

Quarterly Operations Report

Water Supply

Overview

The state of Texas and the Colorado River basin continue to be in the grips of the worst short-
term drought in Texas history, dating back to 1895. Although summer’s extreme heat has faded
and scattered rains have fallen during November and December, drought conditions have only
improved slightly since last summer.

With the arrival of fall, the persistent area of high pressure that had been parked over Texas all
summer finally weakened and dissipated. This development enabled storm systems out of the
Pacific to more easily move across Texas, and some of these storm systems have indeed caused
periods of rain across the state. Rainfall amounts between Oct. 1 and late December have generally
been between 5 and 10 inches across the Hill Country and the Interstate 35 corridor. Rain amounts
have been lower across the coastal plains region, where totals have only been between 2.5 and 5
inches. Despite the recent rains, calendar year 2011 is still on track to finish as one of the driest
years on record at most locations across the basin.

The rain this autumn has caused some drought improvement across Texas compared to this
past summer. According to the Dec. 13 National Drought Monitor, 41 percent of Texas was
designated as being in exceptional drought, the absolute worst classification. This compares to 88
percent of the state being in the exceptional category at the height of the drought in early October.
Across the Colorado River basin, exceptional drought still covers most of the area from Austin
southeast to the coast. Extreme to exceptional drought was shown for much of the Hill Country,
although the northern Hill Country region had improved to severe drought status. The recent rains
have begun to put some moisture back into the ground, but the soil is still far from saturated.

The series of rain storms observed across the region this fall have been the result of a jet stream
diving south along the West Coast and turning east toward Texas. This pattern is unusual during a
fall and winter that features a weak to moderate “La Nifia” weather patterns. La Nifia typically
causes a pattern of below-normal rainfall across Texas during the fall and winter months by
diverting the jet stream north toward the Canadian border. Long-range weather forecasts indicate
the recent pattern of Pacific storms moving into Texas will decrease in January. Rainfall is forecast
to trend below normal through winter and early spring. Some scattered rains will occur from time
to time as cold fronts move through the area, but totals will likely be too low to have any
significant effect on the ongoing drought.

Hot and dry conditions in the Colorado River basin during 2011 led to very low streamflow in
the Colorado River and its tributaries. Evaporative losses from the Highland Lakes have been
greater than the inflows into the Highland Lakes. Demands for water by the major customers were
high, and water stored in the Highland Lakes was needed to meet the greater part of the demands.
As a result, lake levels and storage contents declined sharply this year. Releases for irrigation
ended on Oct. 10 but were continued for other purposes, including municipal, industrial and
environmental needs. Storage and lake levels fell more slowly through the late fall after the
irrigation season ended.
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Current Lake Level Conditions

Levels of lakes Buchanan and Travis fell sharply throughout 2011. The level of Lake
Buchanan fell 21 feet, from 1,009.83 feet above mean sea level (msl) on Jan. 1 to 988.46 feet msl
on Dec. 22. The level of Lake Travis fell 40 feet, from 666.96 feet msl on Jan. 1 to 626.74 feet msl
on Dec. 22. As of Dec. 22, the level of Lake Buchanan was about 23 feet below the monthly
average for December and was holding nearly steady. The level of Lake Travis was about 42 feet
below the monthly average for December and was rising slightly at about 0.2 foot per week.

Weather Outlook

The current drought began with the development of La Nifia in the Pacific Ocean during fall
2010. La Nina typically causes a pattern of drier than normal weather across all of Texas,
especially during fall and winter. 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 to moderate La Nifia redeveloped in September and is forecast to hang on
through early spring. With La Nifia in place, no significant change in the overall weather pattern is
forecast through at least March as drier than normal weather is forecast to continue. Many long-
range climate models indicate the La Nifia will dissipate sometime this spring with conditions in
the Pacific returning to a neutral state in the late spring. There is some thought that rainfall patterns
could trend toward normal in the period of late spring to early summer.

Highland Lakes Storage

Total combined storage in lakes Buchanan and Travis fell by 810,000 acre-feet, or about 40
percent of their total capacity, in 2011. On Jan. 1, total storage was 1,552,000 acre-feet, or 77
percent full. As of Dec. 22, total storage was 742,000 acre-feet, or 37 percent full.

Storage in Lake Buchanan fell by 331,000 acre-feet, or about 38 percent of its capacity, in
2011. On Jan. 1, Lake Buchanan storage was 663,000 acre-feet, or 76 percent full. As of Dec. 22,
storage on Lake Buchanan was 332,000 acre-feet, or 38 percent full.

Storage in Lake Travis fell by 479,000 acre-feet, or about 42 percent of its capacity, in 2011.
On Jan. 1, Lake Travis storage was 889,000 acre-feet, or 78 percent full. As of Dec. 22, Lake
Travis storage was 410,000 acre-feet, or 36 percent full.
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Inflow to the Highland Lakes (acre-feet)

September - November 2011 * 36,638
September - November 2010 112,799
10-Year (September - November) Average * 192,373
12 Months Prior to Dec. 1, 2011 * 127,583
12 Months Prior to Dec. 1, 2010 1,000,155

* Based on provisional data that is subject to revision.

Stream flow Conditions above the Highland Lakes

Gauged inflows to the Highland Lakes in 2011 through November were about 110,700 acre-
feet. As of Dec. 21, annual inflows are projected to be about 130,000 acre-feet, or less than half of
the previous record low of 284,462 acre-feet that occurred in 2008. Gauged inflows were about
6,480 acre-feet in November, or about 9 percent of average. Gauged inflows in December were
averaging about 540 acre-feet per day as of Dec. 22, with about 26 percent of the inflows into Lake
Buchanan and the remaining 74 percent of inflows into Lake Travis.
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Flow into Lake Buchanan
September - November 2011

5,000 |
September-November’/ N September-November 2011 average flow =129 cfs;
maximum: 4,616 cfs tptal yolume =23,277 acre-feet
4,000 Historic September - November average = 1,045 cfs;
] average total volume = 188,560 acre-feet
2 3,000
o i
2,000
1,000
September - November
: minimum: 0 cfs
0 —— - T -
—
- — -
g g g
o 5 >
3 S S
Flow into Lake Travis
September - November 2011
1,500 |
September - November 2011 average flow = 66 cfs;
September -November-] total volume = 11,960 acre-feet
maximun: 1,445 cfs Historic September - November average = 895 cfs;
average total volume = 161,472 acre-feet
1,000
n
LL
@)
500
| September - November
[ minimum: 1 cfs
M
[ e e e EEEE H
— —
— — -
§ § g
g 8 3

LCRA Board Agenda - January 2012

49



Highland Lakes Storage Forecast

A range of projections for combined storage under various inflow scenarios from December
2011 to June 1, 2012, is shown below. The storage projections indicate that if very dry conditions
prevail, storage may fall to 600,000 acre-feet by spring of 2012.

Highland Lakes Storage
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CFS

Flow in the Lower River
September - November 2011
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Streamflow Conditions in the Lower Basin

Streamflow along the lower Colorado River was influenced mainly by releases from the
Highland Lakes, with occasional contributions of flow due to storm runoff. Releases for
agriculture ended on Oct. 10. A storm system that passed over the basin on Oct. 8 and 9
contributed to a small increase in flow in the lower river that month. Since Oct. 10, releases were
made as needed to meet other downstream customer demands for municipal and industrial uses,
and to meet environmental in stream flow requirements, and flow in the lower river was generally
less than 500 cubic feet per second.

LCRA’s Firm Water Supply

LCRA has water rights to more than 2.1 million acre-feet 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 and commitments to O.H. lvie Reservoir, is 445,266 acre-feet per year. With the
downstream water rights, the firm yield available from all sources is currently estimated to be
600,000 acre-feet per year.
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Current Water Supply Commitments

As of Dec. 1, 2011, LCRA’s total commitments by contract or Board resolution for firm water
supply were about 517,628.48 acre-feet per year. Maximum annual use of firm water supplies
excluding delivery losses, was 151,665 acre-feet per year in 2008.

In the last quarterly operations report (October 2011), the total of LCRA commitments for firm
raw water was 513,872 acre-feet per year, which includes the 50,000 acre-feet per year of water
reserved by the Board for future uses. As of Dec. 1, 2011, LCRA’s commitments for firm raw
water have increased to 517,628.48 acre-feet per year. This is an increase of 3,746.48 acre-feet per
year due to contract changes. As of Dec. 1, 2011, the total commitments by category are:

1.
2.
3.

4.

o

1,886.78 acre-feet per year for domestic and temporary use.

33,440 acre-feet per year reserved for environmental needs.

50,000 acre-feet per year which has been reserved by Board resolution and in the Water
Management Plan for future uses.

349,159.7 acre-feet per year related to existing contracts for municipal, industrial, irrigation
and other uses.

40 acre-feet per year related to a Board reservation for the Stoneledge Quarry Edwards
Aquifer Recharge Enhancement Project.

5,000 acre-feet per year related to stream losses.

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

LCRA Water Rights Activity
Recent activity relating to LCRA’s water rights includes:

Gulf Coast and Lakeside water rights amendments: Applications were filed with the Texas
Commission on Environmental Quality (TCEQ) on April 11, 2011, to add municipal and
industrial uses to these water rights. Water right amendments granting the additional uses
were issued Sept. 12, 2011.

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 the
TCEQ’s initial draft of a proposed amendment. An updated accounting plan and other
information were submitted to TCEQ in June. LCRA staff met with TCEQ on Sept. 15,
2011, to receive TCEQ comments, and LCRA is now preparing requested changes and
information.

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 preapplication 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 Austin
pending at TCEQ.

Lometa instream flow amendment: 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
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protecting instream flows and aquatic habitat. On Nov. 4, 2011, TCEQ declared this
application administratively complete, and technical review of the application is under way.

e Emergency amendment to Water Management Plan (WMP): On Dec. 7, TCEQ approved
LCRA’s request for a temporary amendment to the Water Management Plan. Pursuant to
this amendment, for the 2012 irrigation season, interruptible stored water will only be made
available to the Gulf Coast, Lakeside and Pierce Ranch irrigation operations if combined
storage in lakes Buchanan and Travis is above 850,000 acre-feet on March 1. Interruptible
stored water will be made available to the Garwood irrigation division consistent with prior
agreements. If combined storage is greater than 920,000 acre-feet on March 1, the
curtailment procedures of the 2010 WMP will be followed.

e Temporary amendments to downstream run-of-river water rights: On Dec. 22, TCEQ
approved LCRA’s request for temporary amendments to its Gulf Coast, Garwood,
Lakeside, and Pierce Ranch water rights to allow diversions under at any location
downstream of Longhorn Dam where LCRA or its municipal or industrial firm water
customers have existing diversion facilities. TCEQ also approved the impoundment of
water diverted under LCRA’s run-of-river water rights in Lake Bastrop, Cedar Creek
Reservoir (at Fayette Power Plant), the STPNOC cooling water reservoir, and Lake
Pflugerville. These temporary amendments are effective for a minimum of six months, and
may be extended based upon the combined storage in lakes Buchanan and Travis, or
continuation of the Governor’s Emergency Disaster Proclamation.

e Garwood temporary water right amendment for storage in gravel pits: Applications were
filed with TCEQ on Dec. 9, to allow the temporary impoundment of water diverted under
the Garwood water right in a gravel pit within the Garwood service area as part of tests of
the potential benefits of storage in gravel pits.

LCRA - Region K Update

Region K has received draft nonmunicipal demand projections from the Texas Water
Development Board (TWDB) for 2020-2070. The irrigation demands projections in the lower three
counties are much lower than those shown previously. LCRA is working with Region K
membership and local groundwater conservation districts in the three lower counties to compile the
irrigation usage for both surface and groundwater for the past five years to provide adjusted
irrigation demands to the TWDB.

Region K is expected to receive its region’s municipal demand projections in the near future.
Region K’s next meeting was scheduled for this past Jan. 12 at McKinney Roughs Nature Park.

Water Conservation
Agricultural Conservation

All foundations, control panel boxes and radio towers have been installed as part of the Gulf
Coast Irrigation Division canal rehabilitation project. Most of the gates have also been installed,
and the control panel wiring is in progress.

Installation of the remainder of the water delivery gates is in progress as part of the Garwood
Irrigation Division measurement project. The project is on track to be completed by March 2012.

LCRA is a sponsor of the U.S. Committee on Irrigation and Drainage Conference set for April
3-6 in Austin. A day trip to the LCRA Irrigation Divisions will be part of the conference.
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Firm Water Supply Conservation

A customer meeting was held on Oct. 26 to review the ongoing drought situation, review the
pro rata curtailment rules and discuss and review customer curtailment plans. Staff has met with
numerous customers to discuss development and technical review of customer pro rata curtailment
plans. Staff is also providing technical review of the plans.

Water conservation staff reviewed and provided technical assistance with conservation and
drought contingency plans to 15 firm water customers as part of requirements for new or amended
contracts.

Staff conducted water conservation audits on Lake Travis High School, Lake Travis Middle
School, Lake Travis ISD Administration Building, Comfort Inn and Suite (Burnet), and the Cedar
Park Regional Medical Center. Vintage Villas and the Hill Country Lodge and Mini-Storage in the
Lakeway area installed showerheads, prerinse spray valves and aerators and 19 high efficiency
toilets provided by LCRA.

The WaterSmart fall media campaign concluded with radio spots, print ads and Web ads.
WaterSmart teams visited neighborhoods in Pflugerville and the Travis County Water Control and
Improvement District #17 service area to provide conservation tips and offer irrigation tune-ups
and also participated in the Lakeway Public Safety Day. LCRA conservation staff gave water
conservation presentations to the Llano Master Gardeners and at the Texas Growing Green
Conference in Austin and participated in the Hays County Rainwater Revival.

Conservation staff is helping plan the second annual Central Texas Water Conservation
Symposium to be held at the LCRA Dalchau Service Center on March 30. The focus is on drought
and water conservation, and the target audience is utility and city managers and other interested
stakeholders. The symposium is sponsored by the Central Texas Water Efficiency Network, a
coalition of Central Texas water utilities with the goal of sharing and promoting information on
water conservation.

Water Quality Index

Welcome December rains brought some fresh flows to the Colorado River Basin. That and
cooler temperatures contributed to ideal dissolved oxygen measurements and optimal conditions
for aquatic life at all sites. Seven monitoring stations were rated excellent: lakes Buchanan, Inks,
LBJ, Marble Falls and Travis and the Llano River and Colorado River at Austin. Seven sites
scored fair ratings: The San Saba and Pedernales, affecteded by recent rains that brought bacteria
levels above the desired measurements, and the Colorado River at Bastrop, La Grange, Columbus
and Wharton because of elevated nutrients. Bay City earned a good score with normal water
quality conditions for this time of year.

This month, all Highland Lakes sites and the Llano River earned excellent water quality
ratings. All water quality measurements were supportive of healthy fisheries and contact recreation
with low bacteria and nutrients and high dissolved oxygen values. Heavy rains just prior to
sampling in the San Saba and Pedernales River watersheds brought spikes in bacteria, but
conditions at these locations should return to normal when base flows prevail. Lake clarity at lakes
Buchanan, LBJ, Inks and Marble Falls was a typical 3 to 5 feet, and Lake Travis came in at 11 feet
of visibility. River clarity on the Llano River was 3 feet and the San Saba and Pedernales Rivers
were clear to the bottom at the sampling site at about 1 foot. Water temperatures ranged from a low
on the San Saba of 46 degrees and a high of 63 degrees on Lake Travis, with upper 50s elsewhere.

All downstream locations’ dissolved oxygen levels were ideal this month, though this area did
not receive the rains seen in the upper basin. The Colorado River at Austin earned an excellent
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rating, and one monitoring site reported a good score (Bay City). Five sampling stations received
fair scores (Bastrop, Smithville, La Grange, Columbus and Wharton). Though typical for this time
of year when flow is dominated by releases from wastewater treatment plants, high nitrate levels
on these stretches of the river also were exacerbated by drought-induced low flows. Additional
sampling continues in the Bastrop area to monitor the effects of the Bastrop County fires. Runoff
from the Bastrop wildfire has not affected the Colorado River at this time. River clarity was greater
than the total depth From Austin to Wharton (1 foot). Columbus and Bay City reported a clear 2%2
feet, and Wharton 3% feet of visibility. Water temperatures cooled to the low 50s with the
exception of 58 degrees at Austin and 61 degrees at Bay City.

Freshwater inflows to Matagorda Bay from the Colorado River continued to be very low
because of lack of inflow into the Highland Lakes. December salinity values remained high this
month due to low inflows, ranging from 28-35 ppt (parts per thousand) and averaging 35.4 ppt.
Last month’s average was 33.91 ppt. Bay water temperatures continued to cool. Daily water
temperatures ranged from 47 to 67 degrees, with an average of 57.1 degrees. Last month’s average
was 66.5 degrees.

Water and Wastewater Utilities
Regional Highlights

Hill Country Region

The reservoir at the Lometa water system is 78 percent full. The recent rains have helped the
supply situation in Lometa. The Lometa system is at stage 2 conservation measures, with a
restriction of one day per week watering. Staff continues to monitor the supply situation closely at
all other Hill Country systems. LCRA is awaiting approval for an operating permit for a third well
in the Whitewater Springs water system. The Central Texas Groundwater Conservation District in
Burnet is scheduled to consider the permit in February. LCRA filed the application with the district
on Aug 3. LCRA is not able to connect any new customers until it receives approval to put the well
into operation.

West Travis County and Southeast Regions

In accordance with LCRA’s Utility Drought Contingency Plan, customers of the West Travis
County Regional Water System have been restricted to watering no more than one day per week,
as the combined storage in lakes Travis and Buchanan dropped below 750,000 acre-feet in
November. Staff is preparing for pro rata curtailment should that become necessary next spring.

Bastrop County Water Improvement and Control District No. 2, LCRA’s largest wholesale
customer in Bastrop County, is starting the long process of rebuilding after the fires destroyed
much of its service area this summer. Staff is working with the Federal Emergency Management
Agency to obtain reimbursement for approximately $25,000 of damage to LCRA facilities that
provide service to the district.
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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 Nov. 1, 2009, through Nov. 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 millions of 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 Nov. 1, 2009, through Nov. 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. LCRA is required to
report on specific parameters each month. The following is a list of exceedance that occurred

between September and December 2011:

On Sept. 4, there was a boil water notice in the Ridge Harbor Water Treatment System. The
wildfires in the Spicewood area burned Pedernales Electric Cooperative 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 Sept. 6.

On Sept. 9, 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 gallons of
untreated wastewater overflowed at the plant and the lift station. The fuses were replaced,
and the area was disinfected.

On Sept. 19, 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.

During the months from September through November Camp Swift Wastewater Treatment
Plant exceeded some of the TSS limits for outfall 002 (discharge permit). The wastewater
is now being diverted to outfall 001 (land irrigation permit) until the causes of the
noncompliance can be determined and corrected.

On Oct. 7, there was a sanitary sewer overflow in the Lake Pointe Wastewater Treatment
System. A small hole in the treated effluent line caused approximately 500 gallons to
overflow. The treated effluent did not reach Little Barton Creek.

During the month of November, Camp Swift Wastewater Treatment Plant exceeded the
total ammonia limit at outfall 002 (discharge permit). The wastewater is now being
diverted to outfall 001 (land irrigation permit) until the causes of the noncompliance can be
determined and corrected.

On Nov. 8, there was a sanitary sewer overflow in the Camp Swift Wastewater Treatment
System. Approximately 60,000 gallons overflowed from a force main near Lift Station 2
due to a split in a 6-inch force main. The wastewater overflowed into a dry creek, but was
contained in the immediate area. Approximately 23,500 gallons were recovered from the
creek; the rest of the spill soaked into the ground. The area was disinfected with bleach.

On Nov. 23, there was a sanitary sewer overflow in the Camp Swift Wastewater Treatment
System. Approximately 2,500 gallons overflowed from a small force main. The overflow
was due to the line pulling apart at a 45 connection. The area was disinfected with bleach.

On Nov. 23, there was a sanitary sewer overflow in the Lake Pointe Wastewater Treatment
System. There was a line break in the treated effluent line that caused approximately
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20,000 gallons to overflow. Approximately 12,000 gallons entered the retention pond at the
Lowe’s store, approximately 8,000 gallons soaked into the ground, and some reached Little
Barton Creek.

e On Dec. 14, there was a sanitary sewer overflow in the Camp Swift Wastewater Treatment
System. Approximately, 5,000 gallons overflowed from the force main near Lift Station 2.
This overflow was due to a split in the 6-inch force main.

e On Dec. 31, LCRA experienced a line break on the West Travis County Regional Water
System causing service to approximately 500 customers in parts of northern Hays and
western Travis Counties to be interrupted for several hours. LCRA issued a boil water
notice for those customers who lost service. Bacteriological tests taken after repairs were
completed showed no contamination and the boil water notice was lifted by mid-afternoon
on January 1, 2012.

Below are the inspections that TCEQ conduct of the water and wastewater utilities between
September and November 2011.

e An inspection was conducted Oct. 5, at Paradise Point Water Treatment Plant. There was
one potential violation: The monitoring plan at the plant needed to be updated to reflect
changes in the CT study. The plan has been updated to reflect changes made.

e An inspection was conducted Oct. 5, at Sunrise Beach Water Treatment Plant. There was
one potential violation: The disinfectant residual sites were not be rotated properly. The
rotation has been corrected.
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External Affairs

Quarterly Operations Report

Natural Science Centers

The 112-year-old Annual Christmas Bird Count (CBC) is a National Audubon Society
program in which thousands of volunteers participate in a winter bird census over a 24-hour
period. The data collected by observers across North America allows for the study of the long-
term health and status of bird populations. The year 2012 marked the inaugural year for a new
regional count area. Located in Bastrop County, the Lost Pines CBC was a collaborative effort
among LCRA's McKinney Roughs Nature Park, its neighbor the Hyatt Lost Pines, the Bastrop
Audubon Society and the Lost Pines Master Naturalists. The count took place Dec. 17 and
included a 15-mile-wide region that encompassed miles of the lower Colorado River. Since 1997,
Matagorda County has led North America in the highest number of bird species identified for the
Audubon Society's CBC. LCRA's Matagorda Bay Nature Park contributed to the Upper Texas
Coast regional event through the local Mad Island Marsh Christmas Bird Count on
Dec. 19.

McKinney Roughs assumed oversight of the LCRA POWERHOUSE™ education program in
September. During this quarter, 1,663 youth have participated in the energy education program
sponsored by LCRA and participating wholesale electric customers. This program helps middle
school students and their families get a hands-on understanding of energy consumption by
becoming energy "detectives.” Using a walk-through guide, they investigate and record their
households' energy-using features, learning ways to save energy. Staff teaches the students about
the energy generation process and how they can be responsible stewards of natural resources by
saving energy. In FY 2011 the POWERHOUSE™ program served more than 6,000 children in 59
schools and were served by 31 LCRA wholesale electric customers.

Parks

In 2009, LCRA purchased land to develop the first LCRA-owned public park in San Saba
County. The LCRA Board of Directors approved the park purchase in San Saba County to help
achieve LCRA’s long-term goal of having an LCRA park in each of its 10 statutory counties. The
40-acre park was developed with the agreement that the City of San Saba would operate and
maintain it upon the completion of construction. The construction of a 1.5-mile hike-and-bike
trail, a fishing access area, several historical and archaeological interpretive areas, a wildlife
viewing site, vehicle parking and restroom facilities were completed in October. The operation of
the new San Saba River Nature Park was officially handed over to the City of San Saba in
November. An official grand opening event is being planned for spring 2012.

A request for proposals was publicly advertised in November and December for the private
business operation of Oak Thicket Park and Park Prairie Park on Lake Fayette. The current private
operator’s contract term ends in April 2012 after 15 years of operation. The deadline for receiving
any and all proposals was Dec. 16. Per LCRA Board policy, staff will evaluate all submitted
proposals and bring recommendations forward for discussion and potential action.

As with the Texas Parks and Wildlife Department state parks, visitation for LCRA parks was
down this past quarter by 15 percent when compared to the previous calendar year. Severe
drought conditions affected shoreline access to lakes Buchanan and Travis by making all public
boat ramps unusable. The extreme fire danger resulted in burn bans in all of the statutory counties,
prohibiting parks visitors from having any kind of outdoor flame.
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October-December Park
Visitation in Recent Years
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