RECORD OF PROCEEDINGS

MINUTES
OF THE
BOARD OF WATER COMMISSIONERS

OPEN SESSION September 23, 2015

A duly called Regular Meeting of the Board of Water Commissioners was held
Wednesday, September 23, 2015, beginning at 9:15 a.m. in the Board Room,
Room 309, 1600 West 12" Avenue, Denver, Colorado. Members of the Board
present during portions of the Regular Meeting were:

H. Gregory Austin, President

John R. Lucero, First Vice President
Thomas A. Gougeon, Vice President
Paula Herzmark, Vice President
Penfield W. Tate, lll, Vice President

Board employees and others present during portions of the meeting were:

J.S. Lochhead, CEO/Manager
A.C. Bricmont, Director of Finance

P.L. Wells, General Counsel
W. Bates, Acting Director of Planning

S.C. Covington, Director of Public
Affairs

B.D. Good, Deputy Manager of
Organizational Improvement

R.J. Mahoney, Director of
Engineering

G. Cagle, Director of Human
Resources

U. Sharma, Treasurer

M.K. Frishman, Attorney

T. Cristiano, Manager of Budgets
and Rates Administration

T. Bryant, Controller

D.M. Hamm, Staff Analyst

J.A. Anderson, Director of Customer
Relations

T.J. Roode, Director of Operations and
Maintenance

C.R. Dermody, Director of Information
Technology

 P.A. Carey, Manager of Purchasing and

Contracting

P.B. Coleman, Chief Internal Auditor

G. Fisher, Manager of Demand Planning

T. Thompson, Senior Media Relations
Coordinator

C.S. Funk, Attorney

D. Cogan, Occupational Health Nurse
Supervisor
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S. Snyder, Special Projects
Coordinator

J. Seagren, Distributor Relations
Manager

G. Gulley, Engineer

J. Wittler, Attorney

K. Bates, Attorney

A. Ingram, Contract Specialist

J. Spitze, IT Project Manager

A. Flori, Engineer

Y. Her, Contracts Supervisor

A. Chavez, Staff Analyst

Jane Donovan, RTD

Ashland Vaughn, RTD

Pat Fitzgerald, Platte Canyon \Water
and Sanitation District

R. Decourcey, Finance Manager/
Supervisor

D. Shable, Engineer

M.J. Frishman, IT Senior Application
Specialist

B. Balley, Engineer

R. Wirth, Finance Manager/Supervisor

E. Helgeson, Senior Financial Analyst

J. Tejral, Manager of Water Conservation

S. Miller, Manager of Health Care and
Benefits Administration

K.K. Riegle, Attorney

J. Ross, Engineer

Bill Mosher, Trammell Crow Company
Mike Sullivan, Trammell Crow Company
Alex Brown, Trammell Crow Company
Jackie Bauer, Trammell Crow Company
Priscilla McCoy, Arthur J. Gallagher & Co.
Karen Graham, Arthur J. Gallagher & Co.

Commissioner Austin called the meeting to order.

Public Comment and Communications

Commissioner Austin issued an invitation to members of the public to comment
to the Board on any matters not included in the Agenda for the meeting. There was no

response.
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Ceremonies, Awards, and Introductions

Ms. Wells announced Michele Frishman would be leaving Denver Water for a

position with Great Outdoors Colorado. She and the Commissioners congratulated Ms.
Frishman and thanked her for her contributions to Denver Water.

Upon motion regularly made, seconded and unanimously carried by the

Commissioners then present, unless otherwise noted, the Board acted upon the
following agenda items:

1.

ITEM lI-A-1: ANNUAL CONTRACTS SCHEDULED TO RENEW
AND/OR REQUIRE ADDITIONAL FUNDING IN THE 4™ QUARTER OF 2015

Approved the following Authorizations for Additional Contract Funds and/or New
Effective Dates for IT Annual Renewals Only:

Fourteenth Authorization for Contract 07307A with Dirsec Inc. for
Checkpoint Smart Defense software and maintenance. The
authorization extends the contract through December 31, 2016,
and adds $130,000.00 for a total amended contract amount not to
exceed $797,328.25.

Fifth Authorization for Contract 11424 A with Iconics for annual
maintenance and support for lconics software. The authorization
extends the contract through December 21, 2016, and adds
$100,000.00 for a total amended contract amount not to exceed
$554,508.41.

Eighth Authorization for Contract 11431A with Oracle America Inc.
for annual maintenance and support for Oracle Customer Care
and Billing software. The authorization extends the contract
through December 31, 2016, and adds $105,000.00 for a total
amended contract amount not to exceed $4,051,400.00.
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Eighteenth Authorization for Contract 04953A with Oracle America
Inc. for annual maintenance and support for JD Edwards software.
The authorization extends the contract through December 31,
2016, and adds $170,000.00 for a total amended contract amount
not to exceed $3,748,370.00.

Fifth Authorization for Contract 08470B with Datalink Corporation
for annual maintenance and support for Tidal Software. The
authorization extends the contract through September 27, 2018,
and adds $82,000.00 for a total amended contract amount not to
exceed $173,164.52.

ITEM lI-A-2: BARRICADE RENTAL SERVICES

Awarded Contract 16191A to NPL Construction Company dba Northern
Barricade Company for barricade rentals and traffic control services for the
contract period October 1, 2015, through September 30, 2018, for a total
contract amount not to exceed $2,000,000.00.

ITEM [I-A-3: CONTRACT FOR CONDUIT NO. 68 VALVE
REPLACEMENT AT STATION 0+15.20

Awarded Contract 16154A to BT Construction, Inc., for Conduit No. 68 Valve
Replacement at Station 0+15.20 for the contract period September 23, 2015,
through January 14, 2016, for a total contract amount not to exceed
$157,000.00.

ITEM I-A-4: CONTRACT FOR FOOTHILLS TREATMENT PLANT
DISINFECTION CONTACT BASIN CHEMICAL FEED MODIFICATIONS

Approved Contract 16176A with Aslan Construction, Inc., for the Foothills
Treatment Plant Disinfection Contact Basin Chemical Feed Modifications for
the contract period September 23, 2015, through May 9, 2016, for a total
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contract amount not to exceed $240,925.00. A copy of the tabulation of
proposals is attached to and incorporated in these Minutes as Exhibit “A.”

ITEM lI-A-5: CONTRACT FOR CONDUIT NOS. 2, 27, 29, AND 55
CATHODIC PROTECTION IMPROVEMENTS

Awarded Contract 16318A to SiteWise Corporation for Conduit Nos. 2, 27,
29, and 55 Cathodic Protection Improvements for the contract period
September 23, 2015, through January 14, 2016, for a total contract amount
not to exceed $256,363.00. A copy of the tabulation of bids is attached to and
incorporated in these Minutes as Exhibit “B.”

ITEM ll-A-6: APPROVAL OF BENEFIT RATES FOR 2016

Approved the benefit rates for 2016 as shown on Agenda Item 1I-A-6, a copy
of which is attached to and incorporated in these Minutes as Exhibit “C.”

ITEM lI-A-7: CHATFIELD RESERVOIR EMERGENCY DROUGHT
AGREEMENT AND MANAGEMENT AGREEMENT

Approved the Emergency Drought Agreement (Contract 16436A) with the
State of Colorado and ratified the CEO/Manager’s approval of the Chatfield
Reservoir Management Agreement (Contract 16436B).

Under the Emergency Drought Agreement, Denver Water may access water
in the Chatfield Reservoir recreational pool with certain mitigation and
reimbursements required. Mr. Funk and Ms. Wells explained Denver Water
would be responsible for reimbursing the state for lost revenues, which could
exceed $1 million, in order to keep the state park whole. However, Mr. Funk
explained Denver Water could manage the pool to minimize lost revenues by
taking the water in late summer or early fall when recreation use is lower.
Denver Water also would be responsible for replacing the walleye fishery but
at a capped amount.
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Under the management agreement, Denver Water has management authority
of the recreational pool and operational pool in Chatfield Reservoir.

Mr. Lochhead recognized the efforts of Mr. Funk, Environmental Scientist
Dave Bennett, and former Director of Planning Dave Little in reaching the final
agreements.

ITEM II-B-1: NORTH METRO RAIL LINE CORRIDOR
INTERGOVERNMENTAL AGREEMENT FOR BAMBEI-WALKER
RESERVOIR

Approved the North Metro Rail Line Corridor Intergovernmental Agreement
for Bambei-Walker Reservoir (Contract 15245A) with the Regional
Transportation District (“RTD”) regarding the construction of a portion of the
North Metro Rail Line on the reservoir property for a total payment to Denver
Water of $5,000,000.00.

Ms. Frishman explained the rail line construction will take place from 2015
through 2018. The payment from RTD accounts for the easement to be
conveyed, Denver Water’s losses, and reimbursement of Denver Water’s
expenses.

Mr. Vaughn of RTD thanked Denver Water for providing an important link in
the new rail line and recognized Denver Water staff for their cooperation in
negotiating the agreement.

Mr. Guiley explained the capital construction work and expenses for the
South Reservoir Complex, which contains Bambei-Walker Reservoir, are
almost complete, with the only remaining needs resulting from RTD’s project.
The complex is fully operational and able to store 3,220 acre-feet.

A copy of the presentation is attached to and incorporated in these Minutes
as Exhibit “D.”

September 23, 2015
Page 6



10.

11.

RECORD OF PROCEEDINGS

MINUTES
OF THE
BOARD OF WATER COMMISSIONERS

ITEM [I-B-2: ETL DEVELOPER FOR ORCA PROJECT

Approved Contract 16426A with The Doyle Group for ETL developer services
by Sushanth Gourneni through May 31, 2016, for a total contract amount not
to exceed $110,400.00.

Ms. Bryant introduced the presentation for Agenda Iltems II-B-2 and II-B-3
with a reminder that the Organizational Reporting and Communication
Alignment (*ORCA”") project began with recommendations by
PricewaterhouseCoopers after its study of Denver Water’s financial systems
and business processes. The project is intended to improve the technology
already in place to avoid manual work and to provide timely, dependable,
consistent, and accurate financial reporting.

Mr. Spitze gave an update on the schedule for the project, noting that most of
the seven sub-projects for the first increment are entering the development
phase, which will take three to six months. The target implementation date for
the first increment of the ORCA project is June 30, 2016.

A copy of the presentation for Agenda Items 1I-B-2 and |I-B-3 is attached to
and incorporated in these Minutes as Exhibit “E.”

ITEM lI-B-3: TM1 BUDGET DEVELOPMENT SYSTEM
IMPLEMENTATION SERVICES

Approved Agreement 16081A with Application Consuiting Group, Inc., for
TM1 Budget Development System implementation services for the contract
period September 23, 2015, through June 30, 2016, for a total contract
amount not to exceed $326,576.00.

ITEM 1l1-A: OPERATIONS COMPLEX REDEVELOPMENT UPDATE

Mr. Mosher of Trammell Crow Company presented the third monthly update
on the Operations Complex Redevelopment Project. He addressed the
project costs and budget, noting a new forecast has been developed. He also
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explained Trammell Crow is close to finalizing an arrangement on permits and
fees for the project with the City and County of Denver, will be able to mitigate
sound affecting the nearby concrete plant, will be negotiating sewer tap fees
with the Metro Wastewater Reclamation District, and is negotiating the terms
of payment and performance bonds with Mortenson Construction. Mr. Mosher
also reported that design services are halfway completed and that Trammell
Crow will be able to produce more firm budgets by the end of the year based
on the actual drawings. The company is starting to work on construction
logistics to manage the impacts to employees, particularly with parking and
access to the complex.

Mr. Lochhead added that Denver Water has possession of the properties to
the north that were condemned. Trammell Crow will conduct any necessary
environmental remediation there, and Mortenson will take over the site in
January 2016 for demolition.

Mr. Mosher also noted that RNL Design will exceed the 12 percent goal to
engage minority- and women-owned business enterprises (“MWBES”) in the
design work. No construction subcontracts are in place yet, but the MWBE
goal for construction is 18 percent.

For future reporting, Commissioner Tate asked to see where the money goes
as it is paid out for the project, as well as the percentage of work completed in
relation to the schedule.

Mr. Mosher also addressed the regulatory work being done to implement the
One Water concept at the complex. The City and County of Denver has been
very supportive. Ms. Wells added that staff is working with the state plumbing
board and the Water Quality Control Commission to make policy to allow
water to be recycled on site.

Lastly, Mr. Lochhead noted that staff would like to incorporate public

education and branding of the new Administration Building based on the One
Water concept.
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A copy of the presentation is attached to and incorporated in these Minutes
as Exhibit “F.”

ITEM IlI-B: PROPOSAL FOR SELF-INSURANCE FOR WORKERS’
COMPENSATION

Ms. Graham of Arthur J. Gallagher & Co. presented a proposal for Denver
Water to shift its workers’ compensation coverage to a self-insured program.
Denver Water currently spends approximately $1.5 million on workers’
compensation coverage as part of its $2 million overall insurance program.
Ms. Graham suggested that a self-insured workers’ compensation program
would be a more efficient way to spend that money and would give Denver
Water more control and provide more benefit to employees. Denver Water
would have to contract with a third-party administrator, buy excess coverage
under state law, and put up a bond with the state division of workers’
compensation. Ms. Graham opined the change would result in savings of
approximately $350,000.00 to Denver Water.

Commissioner Gougeon favored switching to self-insured workers’
compensation coverage because of Denver Water’'s safety program and
because Denver Water already carries self-insurance for health care.
Commissioner Tate agreed but asked to see the final costs before the Board
takes an official vote; Commissioner Lucero agreed.

Staff and the consultants from Gallagher will begin the process to apply for
state approval of self-insured status, obtain an actuarial report, and invite bids
for a third-party administrator and an excess coverage provider. Ms. Graham
explained Denver Water could still decide not to move forward after taking
those steps.

A copy of the presentation is attached to and incorporated in these Minutes
as Exhibit “G.”
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ITEM HII-C: 2016 FINANCIAL PLAN AND REVENUE

Mr. Cristiano presented the proposed financial plan for 2016, reflecting the
lower customer demand of the last three years and anticipated capital costs
of $877 million over the next five years. The capital projects will be funded
primarily by bonds, with additional revenue from system development charges
and rates. Mr. Cristiano also emphasized the need to maintain target
reserves, debt service coverage, and the debt-to-asset ratio.

The recommended financial plan includes equal annual rate adjustments of
3.8 percent for the next five years. For 2016, the increase would provide
$8.8 million in additional revenue. Staff will seek the Board’s approval of the
plan in October. Mr. Cristiano also said he would notify the distributors of the
recommended rate adjustment.

A copy of the presentation is attached to and incorporated in these Minutes
as Exhibit “H.”

ITEM I-D: RATE STRUCTURE REVIEW

Mr. Cristiano provided an overview of the new recommended rate structure,
which is intended to provide revenue stability, encourage conservation,
provide interclass equity, and ensure affordability. It maintains the single-
family, nonresidential, and irrigation customer classes but removes the
existing multi-family group by folding it into the similar nonresidential class.
Under the new structure, Denver Water would receive more revenue in the
winter months than it does currently. Additionally, the service charge would
increase from 10 percent to 20 percent of total revenue over a three-year
period to provide more stable revenue.

Ms. Bricmont noted that the Rate Structure Review Committee and the
distributors recommended the proposed structure; however, the master meter
distributors have expressed concerns with varying the service charge by
meter size.
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Staff will present more detailed proposals to the Board in October and will ask
the Board to approve the new structure at its meeting on December 9, 2015.
The new rate structure would take effect April 1, 2016; however, staff
recommends delaying changes for irrigation-only customers until 2017.

A copy of the presentation is attached to and incorporated in these Minutes
as Exhibit “1.”

ITEM IV-A: CEO REPORT

Mr. Lochhead reported he and Ms. Covington have had good meetings with
members of the Denver City Council.

He also told the Board of two recent employee deaths: Electrician Willie
Chavez, Jr., and Tim Johnson, former Manager of Compensation.

ITEM IV-B-1: CFO REPORT: MONTHLY FINANCIAL REPORT

The Board received the Monthly Financial Report dated August 31, 2015, a
copy of which is attached to and incorporated in these Minutes as Exhibit “J.”
Ms. Bricmont noted the format of the report has been changed to provide
greater emphasis on financial metrics. For the third quarter 2015 report, staff
plans to include information on variances made to the budget to date as well
as forecasts for the end of the year and staffing information.

Ms. Bryant added that Denver Water's cash reserves are strong and
operating costs are $9.7 million under budget. Ms. Bricmont also reported that
$58 million has been spent on capital projects to date out of the $98 million
budget; the third quarter 2015 report will include information on those
projects.

The Commissioners indicated the new report format was appropriate and
helpful.

September 23, 2015
Page 11



17.

18.

19.

RECORD OF PROCEEDINGS

MINUTES
OF THE
BOARD OF WATER COMMISSIONERS

ITEM IV-C: OPERATIONS REPORT

Mr. Roode reported on a rapid improvement event that was held to address
employee safety, specifically slips, trips, and falls. The team came up with
solutions that can be implemented at the Operations Complex and other
facilities.

ITEM V-A: SCHEDULING OF FUTURE BOARD MEETINGS AND
TENTATIVE DISCUSSION TOPICS

The Board received the Schedule of Future Board Meetings and Tentative

Discussion Topics, a copy of which is attached to and incorporated in these
Minutes as Exhibit “K.”

ITEM V-B: EVENT CALENDAR

The Board received a calendar of upcoming community events to be attended
by various staff, a copy of which is attached to and incorporated in these
Minutes as Exhibit “L.”

No further business appearing, the Board voted unanimously to adjourn into

Executive Session at 12:01 p.m.
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EXECUTIVE SESSION

On Wednesday, September 23, 2015, commencing at 12:02 p.m. in the
Board Room, Room 309, 1600 West 12th Avenue, Denver, Colorado, the Board of
Water Commissioners met in Executive Session. The following matters, which are
authorized by C.R.S. § 24-6-402 or D.R.M.C. § 2-34, were discussed during the
Executive Session:

1. Personnel Matters § 24-6-402(4)(f)(1)

There being nothing further for the Board to consider, the Executive Session
concluded at 12:06 p.m. -

ﬁ_Secretary) TS Locoge\
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