MINUTES OF MEETING OF THE
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY

November 4, 2002

The Board of Directors (the "Board") of the North Harris County Regiond Water Authority (the
" Authority") met in regular session, open to the public, a 7:00 p.m. on the4™ day of November, 2002, at
the Ponderosa Volunteer Fire Department, 17061 Rolling Creek Drive, Houston, Texas, the regular
meeting place within the boundaries of the Authority; whereupon, theroll was called of the duly congtituted
officers and members of the Board, to-wit:

Lenox A. Sigler Presdent

Jm Pulliam Vice President
Ron Graham Secretary

Kdly P. Feder Treasurer

Alan J. Rend| Assistant Secretary

All members of the Board were present, thus congtituting a quorum.  Also attending the meseting
were: Representative Peggy Hamric, State Representative, Didrict 126; Mrs. Alan J. Rendl; Mrs. Kelly
Fesder; Mr. Ed Shackdford, P.E., Generd Manager for the Authority; Ms. Cynthia Plunkett, Financid
Assgant for the Authority; Ms. BarbaraPayne of Payne Communications, communications coordinator for
the Authority; Messrs. Alan Potok, P.E., Michael Baugher, P.E., Jm Royer, P.E., Min Chu, P.E., George
Puig, P.E., Stan Sarman, P.E., Rod McCrary, P.E., Stan Williams, P.E. and David Dow, P.E. of Turner
Callie & BradenInc. ("TC&B"), Program Manager for the Authority; Messrs. Gerry Pate, P.E., JE. Pate,
P.E. and Jeff Ross, P.E. of Pate Engineers, Inc. ("Pate"), on-cal engineering consultantsfor the Authority;
Messrs. Bob Jones, P.E., Bradley Jenkins, P.E. and Jason Kdlly of Jones & Carter, Inc. ("Jones &
Carter™), on-cal engineering consultants for the Authority; Messrs. Jm Dannenbaum, P.E. and Wayne
Ahrens, P.E. of Dannenbaum Engineering Corporation (" Dannenbaum’), on-call enginesring consultantsfor
the Authority; Mr. Carl Linsaisen, P.E., of Cobourn, Linsaisen and Ratliff, Inc., on-cdl engineering
consultantsfor the Authority; Mr. Dave Scholler, P.E., of Brown & Gay Engineers, Inc., on-cal exgneaing
consultants for the Authority; Mr. John Howell of The GMS Group, L.L.C., financid advisor for the
Authority; Mr. Gene Shepherd of Legg Mason Wood Walker, Inc., financid advisor for the Authority;
Ms. Amanda Waters of the 1960 Sun; Ms. Kim Canon of the Hougton Chronicle; and Ms. Robin S.
Bobhitt, attorney, and Ms. Brooke T. Dold, pardegd, of Johnson Radcliffe Petrov & Bobbitt PLLC
("JRPB"), attorneysfor the Authority. Numerous members of the public were adso present at the meeting.
A copy of the Sgn-in sheets for those in attendance is attached hereto.

WHEREUPON, the meeting was called to order and evidence was presented that public notice of
the meeting had been given in compliance with the law. The posted notices of the meeting are attached
hereto.

Director Sigler noted that due to the bad weeather conditions, items on the agendawould betakenin
are-prioritized order to insure that the most important matters were dedlt with in the event that the weather
further deteriorates.



PUBLIC COMMENT

Director Sigler then opened the meeting to fifteen (15) minutes of public comments.

Mr. Steve Williams of Kleinwood Municipa Utility Digtrict read astatement regarding hisconcerns
about the Authority, a copy of which is attached hereto.

Mr. Roy Lackey of Harris County Municipa Utility Didtrict No. 368, was then recognized by
Director Sigler and stated he wished to hold his comments until later in the meeting.

An unidentified member of the audience asked Director Sigler if he denied the quote cited in Mr.
Williams gatement. Director Sigler stated that the chair had not recognized the speaker.

Mr. Carl Schwenker, a voter within the Authority, then read a prepared statement outlining his
concerns regarding the Authority, a copy of which is atached hereto.

Director Sigler next recognized Mr. Ray Zobe of Macomson Road Utility Digtrict, who stated that
the Board had approved going forward with the Integrated Water System Plan (the " IWSP"), including the
four (4) groundwater transfer projects (the"GTPs"), but failed to authorize the Generd Manager to takethe
necessary steps to implement the projects. Mr. Zobel appeaed to the Board to proceed with action to
implement the GTPs for the sake of the many utility digtricts that are relying on the Authority.

Mr. David Schnitzer of Northwest Harris County Municipa Utility District No. 22 ated thet his
comments were smilar to those of Messrs. Schwenker and Zobel.  Mr. Schnitzer noted that severa
members of the Board exhibit a blatant disregard for the utility districts. Mr. Schnitzer also noted that the
utility digtrictsincluded in the four (4) GTPs need water ether from the Authority or from new water wells,
Mr. Schnitzer sated that many things he is seeing and hearing from the Board are very disturbing. Mr.
Schnitzer commented that the utility district community was skeptica of the Authority at the beginning, but
gained confidence in the Authority over time under Mr. Shackleford's leadership and hard work with the
Water Users Advisory Group. Mr. Schnitzer commented that the Board appearsto belosing sight of the
Authority's congtituency and isignoring them and acting asif they areabother to the Board. Mr. Schnitzer
caled for the Board to step back and look at its purpose.

Director Fesder then stated that the fifteen (15) minute public comment period had been exceeded.
Director Sigler concurred and stated that any remaining public comments would be taken at the end of the
meseting. Mr. Taylor Broun of Northwest Harris County Municipa Utility Digtrict No. 10 ("NW No. 107)
chdlenged the Board to hear the remaining comments now, rather than waiting to the end of the meeting.

Director Rendl then asked to make astatement, acopy of whichisattached hereto. Director Rendl
expressed his concern about the loss of confidence of the Authority congtituents and questioned how the
Board was going to proceed to regain that confidence. Director Rendl noted that he had heard from many
concerned individuasover the past weeks and urged hisfellow Board membersto listen to the cordtituents
and do what the Authority was created to do.



CONSENT AGENDA

Director Sigler then reviewed with the Board the itemsreflected on the Consent Agenda. Director
Sigler explained that this portion of the agendadea swith routine matters of the Board, and that no separate
discussion of such itemswill occur unlessaBoard member or amember of the public requeststhat an item
be moved to the regular portion of the agenda.

Director Sigler stated that the firgt item on the Consent Agendawas approvd of the minutes of the
regular meeting of October 7, 2002, the special meeting of October 15, 2002 and the executive session of
October 7, 2002. Ms. Bobbitt noted that Director Fesder had identified a correction on page 7 of the
minutes of the October 15, 2002 meeting.

Director Sigler then explained that the second item on the Consent Agenda was to approve the
engagement of Null-Lairson P.C. to prepare the Authority's audit report for the fiscal year ending
December 31, 2002, and authorize execution of the audit engagement |etter, a copy of which is attached
hereto.

Upon motion by Director Pulliam, seconded by Director Fesder, after full discusson and the
question being put to the Board, the Board voted unanimoudly to gpprove the Consent Agendaitems, as
outlined above.

FINANCIAL REPORT

Director Sigler then recognized Ms. Plunkett, who reviewed the Financia Report with the Board,
including the monthly investment report and the budget comparison for the nine (9) months ending
September 30, 2002, a copy of whichisattached hereto. Ms. Plunkett stated that the budget comparison
reflects that the Authority is gpproximately $2.7 million under budget for the fiscd year ending December
31, 2002.

Ms. Plunkett reported that due to achangein their direct deposit payroll system, Klein Bank, the
Authority'sdeposgitory bank, had submitted anew Klein BusnessLink Agreement (the"Agreement”) tothe
Authority for execution, a copy of which can be found in the Authority'sfiles. Ms. Bobbitt noted that she
had just received a copy of the proposed Agreement earlier in the day and had not had a chance to
completely review of the Agreement.

Upon mation by Director Pulliam, seconded by Director Rendl, after full discusson and the question
being put to the Board, the Board voted unanimoudly to gpprove the Financiad Report and the payment of
the checks reflected therein and to authorize execution of the Klein Business Link Agreement, subject to
Ms. Bobbitt completing her review and gpprovad of the Agreement.

Director Sigler then stated that the Board would now hear the presentations of TC&B and
Peate/Jones & Carter for engineering management services.

Mr. Bill Papp of Harris County Water Control and Improvement District No. 132 then questioned
the decison to revise the order of theagenda. Mr. Shackedford stated that he had suggested arevisonin



the order of the agenda dueto theinclement wegther conditionsand that the Board had concurred with such
suggestion. Mr. Papp commented that the rules of parliamentarian procedure requiresthe Board'sassent to
achange in the order of the agenda and stated that the Board should follow the gppropriate procedures.

PRESENTATIONS BY TC&B AND PATE/JONES & CARTER FOR ENGINEERING
MANAGEMENT SERVICES

Mr. Shackelford then outlined the formet for the engineering management presentations, sating thet
each group would be dlowed 25 minutes for their presentation, with a question and answer sesson
following each presentation. A member of the audienceinquired if the question and answer session wasfor
the members of the audience or just the Board members. Mr. Shackdford stated that the question and
answer session would be only for the Board members. Mr. Shackelford stated that based on a coin toss
prior to the meeting, TC& B would make the first presentation.

Mr. Potok took the floor and began his PowerPoint presentation, a copy of which is attached
hereto. A complete copy of the TC& B Statement of Qudifications can be found in the Authority's files.
Mr. Potok stated that he had been working with the Authority Snceitsinception and that TC& B had been
the lead Program Manager for one-and-a-half (12years). Mr. Potok noted that the GTPsand IWSP are
extensionsof the Authority's groundwater reduction plan (the"GRP"), and stressed the need for aprogram
management gpproach during the implementation phase of the GRP to identify the cost of the program,
implement the program and keep the program on schedule.

Mr. Potok then introduced Mr. Royer, President of TC& B, to the Board. Mr. Royer explained
that AECOM isthe parent company of TC& B and that Metcalf & Eddy, ECI, CTE Engineersand DMJM
HN ared| related sister companies. Mr. Royer continued with the TC& B presentation and pointed out the
advantages of sdecting a program manager with the expertise and globa resources of AECOM. Mr.
Royer then reviewed and outlined the various program management projects previoudy handled by TC&B.

Mr. Royer next reviewed the proposed project organizational structure for the Authority's program
managemert.

Mr. Chu then addressed the Board and stated that he would be the team leader of the project, with
Mr. Potok asthe principd officer in charge, for the next phase of program management services. Mr. Chu
noted that many of the same personnel who previoudy worked on theinitid program management team
would continue in the next phase of the project, including Messrs. Potok and Baugher. Mr. Chu next
explained that the Authority will be awater supplier to over 500,000 people and will need to be working
toward the same gods. Mr. Chu then reviewed TC&B's vison of program management services and
explained that the Program Manager'sroleisto function as an extenson of the Authority's staff in providing
management expertise and technica guidance to ensure that the program is properly developed, cost
effective and congtructed in atimely manner. Mr. Chu stressed that the TC& B program management plan
would afford aleve of condgstency while deding with many consultants throughout the planning, funding,
design, construction and operation phases of the project.

Mr. Stan Williams continued to review with the Board the organi zation and structure of the program
management team. Mr. Williams noted that the Program Manager will be deding with many issues



induding, but not limited to, water quality, system security, water management and regulatory matters. Mr.
Williams added that the Authority will need to coordinate monitoring plans with the utility didtricts and the
City of Houston (the"COH"), including compliance with the Bioterrorism Response Act and devel opment
of a grategy for compliance with the Texas Commission on Environmenta Qudity requirements. Mr.
Williams noted that TC& B has won a number of awards for their water management programs.

Mr. Potok then concluded the presentation, stating that TC& B wants to assist the Authority to
redize its vison and goas with its expertise, commitment and resources. Mr. Potok added that although
TC&B does not represent any of the utility digtricts located within the Authority, it has vast program
management experience on many mgor projectsand worldwide expertisethat isavailablethrough TC& B's
Sster companies.

Mr. Shackelford then stated that the question and answer session would be deferred until after the
second presentation by Pate/Jones & Carter.

Mr. Pate next distributed copies of his presentation outline, acopy of whichisattached hereto. A
complete copy of the Pate/Jones & Carter Statement of Qualifications can befound in the Authority'sfiles.
Mr. Pate explained that the Board needs an engineering manager, not a program manager, to manage the
implementation of the GTPs and the IWSP. Mr. Pate dtated that Pate/Jones & Carter developed the
concepts of the GTPs and the IWSP and brought the concepts to the Authority as a solution that has
received wide support by the utility districts. Mr. Pate stated that Pateisthe only engineering firmin Harris
County that has successfully managed a surface water conversion project, such project being the North
Channd Water Authority ("North Channd™) project, which was subsequently used by the Harris- Gaveson
Coadgtd Subsidence Didtrict (the "HGCSD") as a modd for its exiging regulatory plan. Mr. Pate
emphasized the Authority's need for an engineering manager, rather than aprogram manager, dueto thefact
that the solutions to the problems have dready been defined. Mr. Pate emphasized the importance of
continuing with the team that understandsthe utility districts needsand concerns, hasloca knowledgedf the
utility districts and has congagtently provided the Authority with the solutions. Mr. Pate explained that the
program management concept istypicaly used for large-scale public works projectswherethe solutionsare
not evident a the beginning or require solutionsthat cannot be provided by local engineering expertise. Mr.
Pate noted that the Pate/Jones & Carter team represents approximately 100 utility digtricts in Harris
County, 30 of which are within the Authority's boundaries. Mr. Pate concluded his portion of the
presentation with the statement that the Pate/Jones & Carter team believesthe Authority has progressed this
far not becauseit hashad aProgram Manager, but becauseiit has had knowledgeabl e engineersworking for
the Authority to develop solutions that are fair and workable for dl parties.

Mr. Jones then addressed the Board and stated that the engineering manager needs an acute
knowledge of the issuesinvolved with the IWSP. Mr. Jones explained that the Pate/Jones & Carter team
developed the IWSP, pushed for the use of ahigh pressure digtribution system that gives maximum flexibility
and cogt effectiveness in moving water around the Authority, and developed the GTPs and the pricing
drategy, dl of which demondratetheir knowledge of what isnecessary to accomplishthe Authority'svison
and gods. Mr. Jones added that the Pate/Jones & Carter team historically has had excellent working
relaionshipswith the COH and the HGCSD, and has critical knowledge and expertise of the needswithin
the Authority. Mr. Jones reiterated that Jones & Carter represents over 60 utility districts and that



combined, the Pate/Jones & Carter team representsover 100 utility districtsinthe HarrisCounty area. Mr.
Jones aso stated that Pate's work on the successful North Channel surface conversion project should be
recognized as asgnificant surface water conversion project that had not previoudy been done. Mr. Jones
added that the Pate/Jones & Carter team has designed and managed a vast number of projects, but most
importantly, has delivered solutions to problems. Mr. Jones concluded his presentation by reviewing the
proposed organizationa structure for engineering management services and Sated that heand Mr. Pate will
continue to be intimately involved in the project, dong with the same personnd who have worked on
previous Authority projects. Mr. Jones emphasized the need for cooperation and good working
relationships with the Board, the Generd Manager and the utility didricts in the area to accomplish the
Authority'sgoasand purpose. Mr. Jones sated that theimplementation of the IWSP, including the GTPs,
isnhot just amgor civil works project, but aproject with many needsand i ssuesthat requires an engineering
management team to provide the solutions, and not a program manager in the textbook sense,

QUESTION AND ANSWER SESSION

Q-  Director Graham: Jones & Carter represents 60 water digtricts, and Pate represents 40 water
digtricts, How many does TC&B represent?

A - AlanPotok: Nonewithinthe Authority; 40 in the Houston areaand 80 acrossthe State of Texas.

Director Rendl then stated that NW No. 10 wanted to ask severa questions about the engineering
management program that they did not get to ask during the public comment period. Director Sigler stated
that there would be another public comment session at theend of the meeting. Director Rendl stated that he
would present the NW No. 10 questions himsdf. A copy of the written questions is attached hereto.

Q-  Director Rendl: To bothengineering firms, do you support obtaining surface water from the COH,
andwill youwork to assist the Generd Manager in completing the contract with the COH to obtain
the currently planned and future surface water needs of the Authority?

A - Alan Potok: Yes.
A - Bob Jones. Yes.

A - AlanPotok: Thefirs thing TCB did as Program Manager wasto perform astudy of the dternate
water sources that may be avallable. At that time, the COH was not willing to negotiate with the
Authority, which lead us to investigate dternate sources.

A - JmRoyer: Plan B wasadrategy to provide another source of negotiationsfor asupply of surface
water.

Q- Director Rendl: Have you in the last 9x (6) months undertaken any actions to locate dternate
sources of water for the Authority that have not been reported to the entire Board of the Authority
a one of the public meetings? If s0, please describe these actions, who requested them, who
participated and who, to your knowledge, at the Authority is aware of these actions?



Gerry Pate: No.

Alan Potok: Only as directed.

Director Rendl: Haveyou or any member of your respective engineering firmshad discussonswith
any date public office holder (such as a dtate representative or date senator) regarding the
Authority and itsactivitiesinthe last 9x (6) months? If so, who at your firm held these discussons,
what were the discussons about and was anyone at the Authority present? Did anyone at the

Authority authorize these discussons? Have these meetings been reported to dl members of the
Board?

Alan Potok: | spoke with Representative Peggy Hamric a a luncheon at which Ed Shackelford
was speaking.

Jm Royer: | spoke with Spesker of the House Pete Laney.

Bob Jones: | spokewith Senator Jon Lindsay concerning therole hewould play with the Authority.
Gerry Pate: | have not had any such conversations.

Director Rendl: What did Senator Lindsay say?

Bob Jones: That he would remain neutral.

Director Rendl: Haveyou or any member of your firm had any discussonsinthelast six (6) months
with any firm or company about congtructing surface water facilities that would not beinvolved in
the COH contract? If so, please detail them now and state why such discussions went on.

TC&B: No.
Pate/Jones & Carter: No.

Director Rendl: Isany member of your firm related by blood or marriageto any current state public
office holder? If so, please identify these persons and identify the relationship and the state public
office holder to whom they are related.

Alan Potok: No.

Unidentified Person: IsthereaLindsay on the TC&B staff?
TC&B group: Not to our knowledge.

Jm Royer: David Dewhurst has ardative on our staff.

Gerry Pate and Bob Jones: No.



Q-  Director Rendl: Hasanyoneat your firm inthelast six (6) months provided areport or document
to members of the Board that either was not provided to al members of the Board, or was atered
or redacted in some cases S0 not dl Board membersreceived the sameinformation? If so, please
explain and detail what the documents were and why the difference in ditribution.

A -  TC&B: Nothing has been provided to some Board members and not to others.

Q-  Director Graham: Mr. Pate, do you know Senator Jon Lindsay and have you met with him?
A-  GeryPae Yes | know Senator Lindsay. No, | have not met with him.

Q-  Director Graham: Mr. Pate, has Pate contributed any campaign fundsto Senator Lindsay?
A-  Gery Pae None

Q-  Director Graham: How about TC&B and Jones & Carter?

A - JmRoyer: Maybe $5,000.

A - BobJones. Some, but not that much.

Director Graham then stated that he was puzzled why some people in the audience seem to think
that Senator Lindsay wants the Board to engage TC&B and stated that Senator Lindsay had not so
informed him. The other members of the Board then Stated that they aso had not been so advised by
Senator Lindsay. Director Sigler noted that when he first got on the Board, Senator Lindsay had
recommended Pate and Jones & Carter.

Q- Director Sigler: Please clarify the relationship between TC& B and AECOM.

A- Jm Roye: AECOM is a holding company tha owns multiple engineering consultant firms
worldwide. By joining theAECOM group, TC& B has affiliations and expertisswith the other firms
that were noted in their presentation.

Mr. Bob Koperwhats of Harris County Water Control and Improvement Didtrict No. 91
("HCWCID No. 91") commented that Mr. Royer had provided information about AECOM during his
presentation. Director Fesder responded that a Board member had asked a question that needed a
response. Mr. Koperwhats added that Director Sigler was not listening during the presentation.

Q- Director Sgler: Does TC&B anticipate flying in consultants from other firms to asss with the
Authority?

A-  JmRoye: TC&B hasnumerousin-house saff to assst the Authority, but if acertain expertiseis
needed, TC& B hasthe larger network of engineering firms with which to consullt.



Min Chu: Pate/Jones & Carter have done an excdlent job developing the IWSP and the GTPs,
but there are things that need to be checked and confirmed. The Authority needs acomfort level.
It is your money.

Director Rendl: Regarding money, with TC&B, we havealot of high- powered people wewill be
paying. In October, 2001, the Board wastold that the GRP was nearly complete, but it then cost
an additional $825,000 to get the GRP submitted to the HGCSD. | am concerned about who is
watching the Authority's dollars and what we are actudly paying for.

Director Fesder: Mr. Potok, can you respond?

Alan Potok: Yes, in November, 2001, we were very close to completing the GRP, but in March,
2002, there was a mgjor change in strategy by going with the high-pressure water distribution
system which raised numerous questions and concerns, some of which are sill not resolved.
TC&B had to identify issues and re-do some of the work that had previoudy been done.

Jm Royer: All of the pieces must aggregate into the whole and fit together; that is why we
emphasi ze the need for a Program Manager.

Director Sigler: What are the estimated engineering and construction costs for the 2010-2020
phase of the IWSP?

Alan Potok: Around $258 million.

Bob Jones: The project cost between now and 2010 is estimated at $250 million and from 2010,
approximately $350 million.

Director Sigler: Mr. Jones, have you managed a project of this magnitude?

Bob Jones: Yes, Jones & Carter and Pate have both managed mgjor water projects. There will
likely be six (6) to eight (8) design projects and 12 to 14 congtruction projects associated with the
IWSP.

Director Sigler: How do you see the security of the system?

Bob Jones All of the utility districts have been addressing increased security concerns regarding
their systemseven before September 11, 2001. Thereareaseriesof security issuesand measures
that will need to be addressed asthe project proceeds. The system will need 100% redundancy in
the event of a contamination of Lake Houston or the occurrence of other problems with the
provison of surface water.

Director Sigler: Would you be willing to address security issueswith theindividud utility digtricts?

Gerry Pate: Yes.



Stan Williams: TC& B has been addressng security issues, given numerous security seminars and
offers certified training and vulnerability assessments. Yes, we would be glad to address the
vulnerability issues with the individud digtricts.

Director Pulliam: Pate/Jones & Carter arein favor of the high pressure water digtribution system.
Have you looked into the potentid problems with mixing groundwater and surface water in the
sysem?

Gerry Pate Thisisnot the firgt stuation of blending water. The COH has blended groundwater
and surface water for years. Problems may exig, but they can be dedt with and managed
effectively.

Director Pulliam then stated that he was working with Inwood Pines back when the COH annexed

the area and had removed dl of the wells due to the water blending problems. Mr. Potok stated that the
COH only removes wdllsif they provide water to both wholesale and retail customers. Mr. Potok added
that TC& B ill believesthere areissuesto beresolved with the blending of surfacewater and groundwater.

Mr. Pate stated that he was not saying there are no issues to resolve or that the system is fully designed.
Mr. Pete added that there isagood plan in place and that the design details need to be worked out.

Director Rendl: How will you handle communications with the Board and Generd Manager?

Gerry Pate: We will continue to work through the Genera Manager. | do not see that the other
consultants must be under our direct control regarding design work.

Min Chu: | am atrue believer that the consultants should be a direct extenson of the Board and
work closdly with the Generd Manager. The Authority will need to maintain control over the
design engineers, but the Program Manager will need to provideindependent oversight over them
on behaf of the Board, but there is no reason to create animogty. Remember, the Authority is
serving 500,000 people and public hedth/safety isin the hands of the Authority. A great ded of
planing will be necessary to avoid costly mistakes. Therewill need to be constant communication
with the Board and Generd Manager. 1t may be necessary to have deputy Program Managers.

Gerry Pate We will not need two (2) or three (3) deputy managers, if you cannot get the
Engineering Manager, cdl Bob or me. Thisisan engineering management project - not aprogram
management project.

Director Fesder: Questions Pate/Jones & Carter regarding the engineering management concept
and whether their firmswill do the survey work and preliminary design work.

Bob Jones. There are didtricts that need water by 2004 and, therefore, on the front end, we
thought we would need to do some survey work and some congtruction management. Preliminary
engineering is another issue that must be addressed prior to design work beginning.

Gerry Pae: It rdatesto the schedule; in order to get the GTPsdonein atimely manner, wewill do
some of the work initidly, but not in the later phases of the IWSP.
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Director Fesder: In the Program Manager model TC& B is proposing, they are not doing design
work. Who would validate the design work that Pate/Jones & Carter does?

Bob Jones: Therewill beno more or lessvalidation with us doing some of thedesgn work. There
will be COH approvals and other checks and balances to vaidate the design work.

JmRoyer: | am not hereto argue semanticswith my friends, but managing surveyorsand designers
is Program Management. The Program Manager reports to the Genera Manager and the Board
and the Program Manager makes sure dl the pieces match.

Alan Potok: Thereisalot to be said for control over the construction contract documentsthat will
promote confidence among the contractors and result in a cost savings to the Authority. The
Program Manager sets up the scope and standards.

Director Rendl: We have heard tonight about the problem with the utility districtslosing confidence
inthe Authority. How will you regain that trust and how will you utilize the Water Users Advisory
Group and the Consultant Advisory Group?

Bob Jones. Many of the utility districts within the Authority have hated both Jones & Carter and
Pete in the past for our early push to convert to surface water, but now the utility digtrictstrust us
and have confidence in the pricing policy, the GTPs and IWSP concepts that we have devel oped.
We will use the advisory groups to flush out the pertinent issues. Obvioudy, we will see that the
congtruction contract documents are standardized.

Gerry Pate: Thebiggest issueof trust isthat the utility districts see process and proceduresin place
that are fair and equitable.

Alan Potok: Last October, 2001, problems existed between the utility districts and the Authority
and questions were being raised about where the dollars were being spent. We suggested that the
Authority go tak to the utility districts and we set up aprogram to do that, which led to a positive
responsefromthetility digtricts. Wewould recommend that the Authority continuethisand attend
the district meetings.

Director Pulliam: Who should attend these meetings?

Alan Potok: Wewould divide the meetings among the Generd Manager, Program Manager and
Board memberslike it was done last year.

Director Rend| then asked Mr. Potok to clarify which series of meetings he was referencing. Mr.

Potok stated that it was the meetings that they presented the results of the alternate source study. Director
Rendl gtated thet it was his recollection that the series of meetings was an Authority program. Mr. Potok
responded that it wasa TC&B plan. Mr. Royer noted that the next phase will aso ded with financing and
legal issues and gated that the Authority will need to have a public relaions plan in place.
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Director Fesder then complimented both companies on their presentations. Director Sigler stated
that no action would to be taken at tonight's meeting concerning the engineering management services.

Director Sigler then called for aten (10) minute breek at 9:20 p.m.
The Board reconvened at approximately 9:30 p.m.

STATUS OF ACTIVITIES BY COMMUNICATIONSPUBLIC INFORMATION
COORDINATOR

Ms. Paynereported that |ast month, the Authority's Web site had over 55,000 hits. Ms. Payneaso
reported that she had received requestsfrom severd entitiesfor reprints of articlesfrom the Action Report.
Ms. Payne stated that she was currently preparing the November issue of the Action Report.

UPDATE ON CITY OF HOUSTON WATER SUPPLY CONTRACT

Mr. Shackelford then reported that he and Ms. Bobbitt had met last Thursday with the COH
negotiating team, along with representatives from the West Harris County Regiond Water Authority (the
"WHCRWA"), and that the focus of such meeting was on the handling of future untrested water facilities
capital costs. Mr. Shackelford reported that he and Mr. Howell will make arrangements to meet with the
individual Board membersto discuss the new formulafor untreated water facilities capita costs proposed
by the COH and the impact such costs have on the projected long-term costs of surface water.

Mr. Howell then distributed copies of arevised cash flow analysis concerning the COH contract, a
copy of whichisattached hereto. Mr. Howell reported that the new cost numbersfit intothe Pricing Policy
previoudy adopted by the Board better than the numbersreflected inthe origind cost andyss. Mr. Howell
noted that the COH gave the Authority two (2) payment options for the payment of untreated water
fadlities cogts, induding alump sum or annua payments, and stated that he had prepared spreadsheetsfor
both options.

Director Graham stated that the Board had just received thefinancid anadysisinformation from Mr.
Howdl a tonight's meeting and did not want the audience to think the Board wasiill prepared. Director
Graham then asked for a projection of what water will cost. Mr. Shackelford explained that the next step
would be to apply the numbers developed by Mr. Howell to the Pricing Policy.

Director Fessler commented that it appeared that the COH had decided to treat the Central Harris
County Water Users Group (the "CHCWUG") differently from the Authority and the WHCRWA. Mr.
Shackelford responded that the COH had changed its mind and will now offer the CHCWUG the same
contract being offered to the Authority and the WHCRWA.

Mr. Shackeford further reported that he was still working on how the non depreciated asset credits
arederived, asprevioudy requested by Director Pulliam. Director Fesder asked that such information also
be provided to him.
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Mr. Shackeford added that the COH had included some additiond facilitiesintheinitia untreated
water facilitiescodts. Director Sigler stated that he understood inclusion of the additiond facilitiesresultedin
a$0.03 increasein the raw water cost. Director Sigler then confirmed that Mr. Shackelford would set up
mestings with the Board members to further review the cost andysis.

PROGRAM MANAGER'S REPORT

Mr. Shackedford then asked Mr. Baugher to present the Program Manager's Report, acopy of
which is attached hereto.

Mr. Baugher reported that TC&B would forward the find information requested by the Texas
Water Development Board (the" TWDB") regarding Payment Request No. 1 for the Authority'sgrant later
thisweek. In response to aquestion from Director Fesder, Mr. Baugher responded that the pay request
amount is $267,000. Mr. Baugher aso reported that Payment Request No. 2 would be complete next
week and submitted to Mr. Shackelford for review.

Mr. Baugher next reported that the finalized Water Reclamation/Reuse Study had been completed
by Alexander Engineering, Inc. and submitted to the Authority on October 18, 2002.

Mr. Baugher then reported that he had received letters from AquaSource Utility, Inc.
("AquaSource"), Harris County Municipa Utility Digtrict No. 202 ("HC No. 202") and Northwest Harris
County Municipd Utility Digrict No. 6 ("NW No. 6") declaring their intent to buy/sell water and had
referred such lettersto Jones & Carter for andysis.

Director Graham inquired whether the Program Manager had met with representatives of PureTex
Water Works Inc. ("PureTex") regarding their offer to provide water to the Authority. Mr. Baugher
responded that the matter had now been assigned to Dannenbaum for review and investigation. Mr. Potok
added that he had contacted Binkley & Barfidd, Inc., engineersfor PureTex, and they did not yet have a
study available concerning the availability of water from PureTex. Mr. Shackelford then explained that the
firg letter received from PureTex had been submitted at the Authority's specid meeting of September 14,
2002, that such letter was then sent to the Program Manager, and that Jones & Carter had initidly been
asked to review the matter. Mr. Shackelford noted that PureTex then made a verbd offer at the Board's
October 7" meeting to sell water to the Authority and that the matter was referred subsequently to
Dannenbaum, since Dannenbaum had evauated asmilar offer from PureTex on behaf of the WHCRWA.
A discussion ensued concerning whether to pursue the PureTex offer any further, sncethe Authority wasso
closeto findizing awater supply contract with the COH. The Board then determined that the timing was
not right to pursue further investigation of the PureTex offer.

GENERAL MANAGER'S REPORT

Mr. Shackelford continued with the presentation of his Generd Manager's Report, acopy of which
is attached hereto.

Mr. Shackeford reported that the office renovationswere moving d ong and stated that the Board's
mesetings could be held at the office beginning in January, 2003. Mr. Shackelford then asked the Board if
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they would like to schedule aholiday open house at the Authority's office. The Board requested that Mr.
Shackelford proceed with scheduling an open house.

Mr. Shackeford then requested that Ms. Bobbitt give a status report on the request by Emerad
Forest Utility Didrict ("Emerad Forest") to obtain a short-term supply of water from the Authority. Ms.
Bobbitt reported that the COH had resolved questions regarding the term of the proposed Interim Water
Supply Contract, and the findized contract will be circulated for execution by the Board within the next
week and then proceed through the COH approval process.

Mr. Shackelford then reviewed the proposed 2003 Holiday Schedule, acopy of which isattached
hereto, and noted that there are nine (9) designated holidays and two (2) days designated for floating
holidays. Mr. Shackdford stated that the staff would like to designate one (1) of the floating holidays as
December 26, 2003, in lieu of Martin Luther King Day. Upon motion by Director Rendl, seconded by
Director Graham, after full discussion and the question being put to the Board, the Board voted unanimoudy
to approve the 2003 Holiday Schedule as proposed.

Mr. Shackelford then reviewed the proposed 2003 Board Meseting Schedule, a copy of whichis
attached hereto. Mr. Shackelford stated that the September meeting would conflict with the Labor Day
holiday and will need to be re-scheduled. Upon motion by Director Rendl, seconded by Director Pulliam,
after full discussion and the question being put to the Board, the Board voted unanimoudly to gpprove the
2003 Board Meeting Schedule, with the understanding that the date of the September meeting would be
determined at alater time.

Mr. Shackeford then reviewed various other itemsincluded in the Board meeting packets, including
a copy of the presentation given by Ron Neighbors at the October 30" Association of Water Board
Directors— Texas ("AWBD") Fal Seminar; acopy of Mr. Shackelford's|etter to the HGCSD re-smitting
the Authority's revised GRP; correspondence from and to AquaSource, HC No. 202 and NW No. 6
concerning participation in the IWSP, an updated ligt of didricts interested in participating in the IWSP,
correspondence to HP Computer Company concerning participation in the Authority's IWSP; alist of the
schoolswithin the Authority that received bookcovers; acopy of the October issue of AWBD Direct; anda
letter from JRPB regarding a lawsuit that was mproperly served on the Authority. Copies of the
above-referenced items are attached hereto.

Mr. Shackelford then reported that both Representative Hamric and Senator Lindsay had inquired
what the Authority could do to sal water to the owners of the contaminated private water wellslocated in
the areaof Jones Road and FM 1960. Mr. Shackelford explained that the FM 1960/Jones Road areaiis
within the Authority's boundaries, but was not included in the Authority’'s GRP, since the water wellsin the
area pump lessthat 5 millions galons per year and are resdentia wells. Mr. Shackelford noted that the
Authority is awholesde and not aretail supplier of water. A copy of Mr. Shackelford's memorandum
regarding such matter is attached hereto.

Mr. Shackelford next reported that the pumpage fee and adminigtrative fee payments and technica
informeation had been received from Northwest Harris County Municipa Utility Digtrict No. 23 ("NW No.
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23"). Mr. Shackeford noted that an Order Adding Land and Redefining Boundaries would be prepared
and that NW No. 23 would be included in the Authority's GRP.

PETITION FOR CONSENT TO INCLUDE ADDITIONAL LAND

Mr. Shackelford next reported that White Oak Manor Mobile Home Park had petitioned to be
included in the Authority. A copy of such Petition is attached hereto. Mr. Shackelford recommended
acceptance of the Petition contingent upon payment of the adminigtrative fee to join after December 31,
2001, payment of thefirst, second and third quarter 2002 pumpage fees and receipt of technical information
about the entity's water demands and facilities. Upon motion by Director Rendl, seconded by Director
Pulliam, after full discussion and the question being put to the Board, the Board voted unanimoudy to accept
the Petition from White Oak Manor Mobile Home Park.

ATTORNEY'S REPORT

Ms. Bobhitt then briefly reviewed a draft of the Water Supply Contract (the "Contract™) by and
between Emerald Forest and the Authority, and explained that she and Mr. Shackdford till had severd
policy issuesto review and discuss with the Board relating to the Contract. Ms. Bobhitt added that once
findized, the Emerad Forest Contract will be used asaform or model to prepare the buy/sell agreements
for the GTPs. Ms. Bobhitt stated that once al of the issues are resolved, the findized Contract will be
submitted to the Board for gpprova and execution.

Ms. Bobbitt then reported on the Authority's pending litigetion againgt Consumers Water
Corporation and Suburban Utility Company and presented astatus memorandum on such metter, acopy of
which is attached hereto.

NEXT MEETING

Mr. Shackeford announced that the next regular meeting of the Board would be held on December
2, 2002 at the Ponderosa Volunteer Fire Department at 7:00 p.m.

Director Rendl asked if a specid meeting would be scheduled to discuss the engineering
management services proposas. Director Rendl stated that many districts are waiting on the Authority to
make adecison and go forward with the IWSP and the GTPs. Director Sigler stated that hedid not have
hiscaendar with him and asked Mr. Shackelford to poll the Board about scheduling aspecid meeting, and
dtated thet dl five (5) Board members should be present at such meeting. Director Rendl stated that the
gpecid meeting should be scheduled when Director Fesder isin town, but the Authority should not delay
holding such meeting. Director Graham requested that the speciad meeting not be held on a Saturday. Mr.
Shackelford noted that after the engineering management issue is decided by the Board, he will need
additional time to negotiate a professond service contract.

Mr. Lackey inquired if the specid meeting would be announced on an e-mal blast.
Mr. Shackelford responded that information on aspecia meeting will beposted on the Authority's Web ste
and beincluded in an e-mall blag.
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PUBLIC COMMENT

Director Sigler then opened the floor for additional comments from the public.

Mr. Bob Koperwhats of HCWCID No. 91 stated that his concernsare smilar to those previoudy
expressed by the audience.

Mr. Garey Nelson of Bamme Utility Digtrict observed that the Board lost a good opportunity to
improve public relaions by not extending the public comment sesson at the beginning of the meeting Mr.
Nelson gtated that he was confused by the engineering management concept. Mr. Shackeford explained
that the concept is that the engineering management team would do the surveying and some of the
preliminary design for the GTPs and then start work on the balance of the 2010 system. Mr. Shackelford
added that the design work for the GTPs would be divided into severd different projects.

Representative Peggy Hamric then addressed the Board. Representative Hamric Stated that shehas
fully supported the Authority and that she represents many of the people who live within the Authority's
boundaries. Representative Hamric noted that she has received numerous telephone cals, letters and e-
mails from congtituents about the Authority and encouraged the Board to work together to accomplish the
Authority's purpose and gods. Representative Hamric further stated that she and the Board are public
officidswho are dected to serve their condtituents, and that water isand will be avery important loca and
dsatewideissue. Representative Hamric added that shewould be scheduling ameseting with Director Sigler
to discuss Authority issues.

Director Sigler then noted that in 2000, it was said that the surface water conversion project would
be a$1 hillion project and that is why he thinks the Board must proceed cautioudy and prudently and not
be rushed into decisons.

Mr. Jerry Homan of Harris County Fresh Water Supply District No. 61 commented that Director
Sigler had exited tonight's meseting for at least 50% of the TC&B presentation, and he found that very
disturbingin light of some of the commentsmade. Director Sigler stated that he had stepped out for around
ten (10) minutesto talk with JIm Burke during the presentations. Mr. Homan asked Director Sigler why he
did not think his attendance during the presentations was important.

There being no further business to come before the Board, the meeting was adjourned.

PASSED, APPROVED AND ADOPTED this 2™ day of December, 2002.

/9Ron Graham

Secretary, Board of Directors
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