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MWRA ADVISORY BOARD

Summary of

MWRA BOARD OF DIRECTORS' MEETING

Aoril 12, 2006

A meeting of the Board of Directors of the MWRA was held on April 12, 2006 at the Charlestown
Navy Yard. Present: Chair Stephen R. Pritchard and Lucile Hicks, Gubernatorial Appointees; Andrew
Pappastergion and Joseph Foti, Advisory Board Representatives; Vincent Mannering and James Hunt
III, City of Boston Representatives; Joseph MacRitchie, City of Quincy Representative. Absent:
Rudolph Banks, Gubernatorial Appointee; Marie Turner, Town of Winthrop Representative; John
Carroll, Advisory Board Representative; Kevin Cotter, City of Boston Representative.

AGENDA

ReDOrt of/he Chair
Stephen Pritchard, Chair, stated this is the last meeting Mary Griffm, General Council of the Executive
Office of Environmental Affairs (EOEA), will be attending. Mr. Pritchard noted that Ms. Griffm accepted
the position of Division Director, Watershed Management, with the Department of Environmental
Protection (DEP) and thanked her for her efforts on behalf of EOEA.

Mr. Pritchard announced that the Water Resources Management Conference will be held Tuesday, April
18, 2006, in Boxborough, MA. This conference was put together by many sponsors, municipalities and
industries.

Report of the Executive Director
Fred Laskey, MWRA Executive Director, further acknowledged the hard work and efforts of Mary
Griffin. He offered Ms. Griffin a few tokens of thanks from the MWRA including a picture of the
Quabbin Reservoir, an MWRA rain jacket and a commemorative John J. Carroll Water Treatment
Facility T-Shirt and he wished her well in her new endeavors with DEP.



Mr. Laskey stated, on April 11, 2006, the House Ways and Means Committee released the FY07
House Budget, which included a Debt Service Assistance (DSA) allocation of $25 million. He
credited the outstanding efforts of each MWRA community in promoting the case for DSA, along with
the efforts of both the MWRA and the Advisory Board Staffs, and the MWRA Area Legislators led by
Representative Ronald Mariano, Caucus Chairman.

Mr. Laskey reported that the Reading Board of Selectmen voted three to two to join the MWRA
system as a full time member, instead of building a treatment plant. The next step in this process is for
the Town of Reading to go before a Town Meeting where a two-thirds majority vote is necessary for
passage. He also stated that the Ipswich River Watershed Association strongly endorsed this decision.
Recently, the MWRA has met with groups to discuss system expansion, including the Conservation
Law Foundation, and will be scheduling other meetings to promote discussion. Mr. Laskey said that
system expansion would be discussed at the May 10, 2006 Board Meeting.

On April 27, 2006, Judge Steams will hold a hearing on the joint motion to amend Schedule Six
regarding the long term CSO plan. On April 21 st, the EP A will roll out the Charles River report card.

Recently, during a managers' and key staff meeting, a presentation was given on MWRA preparedness
and response to the avian flu pandemic. Mr. Laskey noted that present at this meeting were EPA, DEP
and BWSC. There have been talks of conducting a regional forum on the preparedness and response to
this pandemic. Mr. Laskey noted that there will be an update on these meetings during the summer.

Mr. Laskey asked Stephen Estes-Smargiassi to discuss the recent studies regarding the issue of fluoride
in drinking water. Mr. Estes-Smargiassi said there have been two recent events worth noting over the
past months. First. a recent analysis of a focused data set of children exposed to fluoride in drinking
water, conducted by a Harvard research student, indicated that children, particularly boys ages 7-12,
had a higher risk of developing bone cancer. Second, another study conducted by a Harvard research
advisor, while looking at a wider data set. showed no increase in the development of bone cancer. Mr.
Estes-Smargiassi also noted that the National Academy of Sciences conducted a study to determine
what the level of fluoride in drinking water should be. Currently, the level the EPA sets is four parts
per million (ppm) in drinking water and the MWRA maintains a fluoride level of one ppm; however, a
more comprehensive study, also conducted by the National Academy of Sciences, is looking into
whether or not that number should be two or three ppm. He noted that the MWRA position is to
follow the Center for Disease Control's (CDC) guidance. The MWRA issued a community advisory
about the analysis results and posted the CDC results on the MWRA's webpage.

Chairman Pritchard asked when the results of the more comprehensive National Academy of Sciences
study would be released. Mr. Estes-Smargiassi indicated that while he thought the results would be
available within six months, he had no concrete release date.

Mr. Laskey noted that this was an emotional issue for people. Mr. Estes-Smargiassi agreed and replied
that most people felt more comfortable with fluoridation once they had discussed analysis results and
been informed.
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APPROVALS

Deer Island Wastewater Treatment Plant and the John 1: Carroll Water Treatment Plant~ ~ -- ---~- ~ - ~--~---~--~ - --~--~

The Board voted to authorize the Executive Director, on behalf of the Authority, to execute contracts
for the supply of electric power to the Deer Island Wastewater Treatment Plant (DIWTP) and the John
J. Carroll Water Treatment Plant (CWTP) for a period not to exceed 36 months, with the lowest
responsive bidder for the periods and pricing structures selected.

Ralph Wallace, Director, Operations Management and Administration, reported that the existing
competitive electric supply contracts for DIWTP and CWTP expire in May 2006. Mr. Wallace would
like to avoid shifting these facilities onto Basic Service due to the higher costs. He reported that the
market is still not attractive and that costs of crude oil and natural gas remain high. Electricity markets
remain stabilized over the past several months. Mr. Wallace noted that currently 78% of MWRA
electricity is purchased in the real time, variable-rate market, while 22% is purchased on a fIXed-price
contract. While these energy markets remain high, there is reason to believe that currently there is an
opportunity to enter into a fixed-price supply contract for a portion of electric power demand at both
the DIWTP and the CWTP. If this opportunity is not available, these two facilities can be placed into
contracts to purchase 100% of their electric power supply on the open market at market clearing prices.

Staff proposed procuring electric power supply for these two facilities separately. The contract start
date for DIWTP would be June 1, 2006 and bids would be sought for durations of 12, 24 and 36
months. The contract start date for CWTP would be May 21, 2006 and would be sought for a duration
of 18 months.

Board Member James Hunt III asked who the MWRA energy advisor is,
Source One is the MWRA 's energy advisor.

Mr. Wallace answered that

Chairman Pritchard asked whether Source One recommended the switch from the real time variable-
rate market to a fixed-price supply contract. Mr. Wallace reported that payments are generally less
because of the current fluctuation of energy prices in the open market. Essentially, securing a fixed-
price supply contract will smooth out any budget uncertainties.

Mr. Laskey added that all decisions will be made when the bids are received. Chairman Pritchard
asked whether Mr. Wallace had a threshold when deciding what bid to accept. Mr. Wallace replied
that staff will follow the markets in advance and look at the following factors: spread of insurance
premium, relationship between crude oil and natural gas and what the volatility of the market is at the
bid date.

April PCR Amendments- FY2006
The Board voted to approve the April 2006 amendments to the Position Control Register.

Staff reported that the annual budget impact of these PCR amendments will result in a range of cost
between -$12,402.00 to $24,667.00 and will likely be in the middle of the theoretical range. Staff ensured
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the Board that any cost increase associated with these PCR amendments will not result in spending over the
approved FYO6 Wages and Salaries Budget.

Board Member Joseph MacRitchie asked staff to explain why a two-grade step increase was occurring in
the appointment of the new Public Access Coordinator, when generally there is only a one-step increase.
Staff reported that generally there is only a one-step increase; however, there is no intervening step in this
scenario.

A o;ntmento Bud etMana er FinanceD;vis;on
The Board voted to approve the appointment of Kathy Soni to the position of Budget Manager, Finance
Division (Non-Union, Grade 14) at an annual salary of $101,500 commencing on a start date to be
determined by the Executive Director.

The Budget Manager directs development of the annual CEB and CIP budgets. This position is an integral
component of the long-term assessment, review and planning for MWRA system needs. Further, as
MWRA faces continuing pressure to manage expenses in both the CEB and CIP, the Budget Manager
plays a critical role in balancing the needs of the MWRA with its available resources.

Kathy Soni has over 20 years of hands-on experience in the financial area, with emphasis in operations,
analysis, budgeting, forecasting and procedure and systems implementation on both corporate and plant
levels. Ms. Soni has served as Manager, CEB in the Operations Division since 2001. Prior to this role, Ms.
Soni served as Assistant Finance Manager, Sewerage Division.

CONTRACT AWARDS

Landscaoe Maintenance Services: Tru Green Land Care LLC. Contract OP-52
The Board voted to approve the award of Contract OP-52, Landscape Maintenance Services, to the
lowest responsive bidder, Tru Green Land Care LLC, and to authorize the Executive Director, on
behalf of the Authority, to execute and deliver said contract in the bid amount of $53,478.00 for a term
of 665 calendar days from the Notice to Proceed.

Staff reported Contract OP-52 includes scheduled landscape maintenance at the Nut Island Headworks
and the Hough's Neck Pumping Station in Quincy. A substantial amount of landscape maintenance
work is required, particularly during the growing season.

Contract OP-52 was advertised and bid as a non-professional services contract. Although Tru Green's
price was 53% below the MWRA cost estimate, staff carefully reviewed the bid and has identified
several factors that contributed to the difference between the estimate and Tru Green's bid price. Staff
has reported that Tru Green possesses the necessary skill, ability and integrity to perform the work
under this contract and is qualified to do so. Staff also reported that there is sufficient funding for this
contract included in the Field Operations Department's FYO6 and Proposed FYO7 Current Expense
Budget.

Board Member Vincent Mannering asked if Tru Green would be using MWRA fertilizer in the
landscaping projects, recognizing that the MWRA would want to use its own product. Staff replied
that there would be little fertilizer use; however, the MWRA should be seen using its own product.
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Contract 58lTA
The Board voted to approve the recommendation of the consultant Selection Committee to select
Crosspoint Engineering, Inc. to provide technical assistance consulting services in the area of
Instrumentation and Controls, and to authorize the Executive Director, on behalf of the Authority, to
execute Contract 581 T A with Crosspoint Engineering, Inc. in an amount not to exceed $150,000.00 for a
term of three years, and to authorize a Notice to Proceed for the first year in an amount not to exceed
$50,000.00. Further, to authorize the Executive Director, on behalf of the Authority, to approve separate
Notices to Proceed, if recommended by staff, to commence the second and third years of the contract for
the same yearly not-to-exceed amounts.

Staff reported the purpose of this contract is to make available, on a continuing, as-needed basis, the
services of qualified professional instrumentation and control engineers to assist MWRA staff on small,
unanticipated or emergency projects. Staff has determined that Crosspoint Engineering, Inc. possesses the
necessary skill and experience to successfully complete the work that will be required under this contract.
There are adequate funds in the FY06 Capital Improvement Program for the Technical Assistance
Consulting Program to fund this contract.

CONTRACT AMENDMENTS/CHANGE ORDERS

UDDer NeDonset Vallev ReDlacement Sewer. Sewer Sections 685 and 686: P. Gloloso & Sons. Inc..
Contract 6191. Chan~e Order 3
The Board voted to authorize the Executive Director, on behalf of the Authority, to approve Change
Order No.3 to increase the amount of Contract No. 6191 with P. Gioioso & Sons, Inc., Upper
Neponset Valley Replacement Sewer, Sections 685 and 686, in an amount not to exceed $45,726.00.
Further, to authorize the Executive Director to approve additional change orders as may be needed to
Contract No. 6191 in amounts not to exceed the aggregate ofS250,000.00 and 180 days.

Staff reported that during wet weather, the capacity of the Upper Neponset Valley Sewer is exceeded,
resulting in surcharging and overflows. Contract 6191 is for the replacement of Sections 526 through
529, to be designated as Sections 685 and 686, to increase capacity to the level of service provided to

all MWRA sewer member communities.

The cumulative value of all change orders to this contract total $268,761.00 or 0.75% of the original
contract amount of $35,779,000.00, for a sub-phase total of $36,047,761.00, or $268,761.00 over
budget. This amount will be covered within the five-year CIP spending cap. Work on this project is

approximately 30.5% complete.

INFORMATION

Deleeated Authoritv ReDort-Februarv
Staff gave a report on delegated authority actions over $25,000 for the period February
February 28, 2006.

through
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Evaluation of Eneineer's Estimates
John Mahoney, Director- Internal Audit, reported that due to the Board Members' expressed interest in
the variances between engineering estimates and bids received, Internal Audit has performed an
analysis of 58 construction contracts awarded between FYOO and February FYO6 to determine the
extent and potential reasons for variances between the engineer's estimate and the contractor bids.

Mr. Mahoney reported that the engineer's estimate assists in determining if the bids are valid and
represent what the market will bear compared to the risks and costs the low bidder is willing to
assume. They determined the engineer's estimate should be plus or minus 10% of the low bid.

The Authority's experience with engineer's estimates between FYOO and February FY06 is
inconsistent. Mr. Mahoney reported that only 40% of the low bids carne in within the industry
experience range of 5% to 15% below the engineer's estimate. Staff believes that the most tenable
reasons for variances are due to differences in assumed means and methods or production rates,
assumed cost escalation factors or the advantages of a contractor already being mobilized in the
vicinity of the project.

Recommendations to increase the consistency of engineer's estimates include: continuing to refine
existing MWRA guidelines and consulting scope; require an engineer's estimate be reviewed and
revised; require a check on the engineer's estimate be made at the 10% design milestone and continue
to monitor engineering firms' performance on the development of estimates.

Mr. MacRitchie asked if there was any correlation between bids that come in under the estimate and a
higher occurrence of Change Orders. Staff replied that often bids are lower than the estimate due to
the contractor being aggressive and wanting to be awarded the contract. Mr. MacRitchie stated that the
MWRA cannot just conclude that the contractor is being aggressive and must take steps to determine
why a lower bid has been received.

Chairman Pritchard questioned whether the MWRA was tying up capital if they budgeted for 100% of
the contract price but only expected to pay 90%. Michael Hornbrook, Chief Operating Officer
answered that MWRA was not over-borrowing and usually budgets spending at 85% for the contract
price, not 100%.

Financial Uodate and Summarv as of Februarv 2006
The presentations on the FYO6 Financial Update and the FYO6 Updated Projections were combined.

Staff reported that through February 2006, total revenue was $358.2 million, $4.6 million or 1.3%
greater than budgeted; total expenses were $348 million, $38,000 greater than budgeted; and revenues
exceeded expenses by $10.2 million, which is $4.6 million more than budgeted.

Patricia Filippone, Acting Chief Financial Officer, reported direct expenses totaled $124.6 million or
3.1 % more than budgeted. The reasons for overspending include higher expenditures for utilities,
maintenance, fringe benefits and other services. Ms. Filippone noted that utilities spending increased
due to greater than budgeted spending for diesel fuel, electricity, water and natural gas.
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Ms. Filippone reported that currently the MWRA is looking at a $4.3 million surplus, which could rise
to over $10 million depending on Reading's entrance fee payment and the success of the A&F waiver
request for the Department of Conservation and Recreation's overhead fee. She noted that the Board
should use this surplus to defease debt. Staff will continue to monitor these surpluses.

Ms. Filippone updated the Board on the budgetary risks and assumptions presented to the Board on
March 8, 2006. As a result of the mild winter weather, direct expenditures are anticipated to be within
the proposed amended budget amount by year end. Also noted was the significant increase in interest
rates resulting in interest income projections to be $4.8 million higher than originally budgeted.

Staff reported that Wages and Salaries are projected to exceed the proposed amended budget by
$582,000; however, the overspending in Wages and Salaries will be offset by lower than budgeted
non-wage direct expense spending. Utilities remain on target with projected spending running only
slightly below the proposed $5 million increase. Staff noted that while significant price increases for
fuel and electricity precipitated the budget amendment, a relatively mild winter, self-generation at Deer
Island and higher than anticipated energy efficiency at the John J. Carroll Water Treatment Plant are
projected to partially offset these escalated prices.

Ms. Filippone reported, based on current economic trends, she does not anticipate needing to use any
additional rate stabilization funds in FYO6.

Mr. Mannering asked if the MWRA needs to have new projections due to the rising price of oil. Ms.
Filippone responded that staff has budgeted correctly for the rising prices, but would need to revisit
projections for next year.

Board Member Lucile Hicks asked why the MWRA is over-spending for water consumption and what
the MWRA is using the water for. Mr. Vetere replied that water was used in cooling pumps at the
treatment plan and the MWRA is running more pumps than previous years ergo more water was
needed for cooling purposes. Also, staff has identified leaks in the pipes, which could be causing
higher water use. Mr. Hornbrook added that staff had looked at the three-year water consumption
average, not the five-year average, when budgeting.

Update on Framineham Extension Sewer Corrosion and Odor Control Proeram
Staff reported that the MWRA has been studying and addressing odor and corrosion issues in the
Framingham Extension Sewer (FES), Framingham Extension Relief Sewer (FERS) and downstream
interceptors since 1998. The program to fix problems within the FES, FERS and downstream
interceptors included: source reduction, treatment and asset protection.

Staff updated the Board on renegotiated compliance schedules with each of the municipalities in the
program. These new schedules will ensure the municipalities continue to aggressively address
excessive levels of sulfide being generated within their respective sewers.

MWRA renewed Unilever Ice Cream's (formerly Good Humor/Breyers Ice Cream) permit and
included a requirement to install a pretreatment system to enable it to achieve compliance with the
BOD limit. Unilever Ice Cream requested reconsideration of the BOD compliance schedule, as well as
other issues, and staff reported an information conference with Unilever was held. MWRA issued a
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ruling on April 7, 2006, which affirms the compliance schedule with a final date for compliance with
the BOD limit of October I, 2006. Staff reported if Unilever does not meet this compliance date,
MWRA's enforcement options include, but are not limited to, financial penalties (up to $10,000 per
violation/per day) and permit suspension or revocation.

Mr. Mannering stated Unilever needs to be in compliance and the MWRA should take necessary
action. Further, Mr. Mannering asked why these actions have not been taken. Staff responded that
there was a concern over economic displacement of workers.

Ms. Hicks stated that Unilever will not take the MWRA seriously until strong actions are taken to
require compliance. She added that these actions need to be taken sooner rather than later. Staff
responded the October 1,2006 deadline will be enforced.

Chairman Pritchard asked whether the MWRA had issued a violation. Staff replied they had issued
only a report of violation.

Mr. MacRitchie motioned to discuss this issue further in Executive Session.
seconded and passed unanimously.

This motion was

Orl!anizational Chanl!es in the Budl!et Deoartment
Ms. Filippone reported that due to decreased staffing in the Finance Division's Budget Department,
certain functions have been assumed by operational units in order to ensure that essential budget
functions are performed. Staff is now recommending to the Board the consolidation of certain budget
functions and staff into a centralized Budget Department by transferring three staff from the
Operations Division to the Budget Department.

Ms. Filippone stated currently the Budget Department consists of four filled positions: Budget
Director, NU, Grade 16; Financial IS Project Leader, Unit 6, Grade II; Senior Financial Analyst, Unit
6, Grade 10; and Document/Report Development Specialist, Unit 6, Grade 10; and two vacant
positions: the Budget Manager, NU, Gradel4 and Senior Financial Analyst, Unit 6, Grade 10. Ms.

added there is a need to reestablish a_strong centralized Budget Department.

This Summary does not include every item discusses by the Board, nor the full extent of the
discussions. Please contact Rachael Dane at the Advisory Board office with questions, comments or
requests for additional information.
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