April 13, 2009

A regular meeting of the Board of Directors of the Novato Sanitary District was held
at 4:30 p.m., Monday, April 13, 2009, at the District Office, 500 Davidson Street,
Novato.

BOARD MEMBERS PRESENT: President Michael Di Giorgio, Members James D.
Fritz, William C. Long and George C. Quesada.

BOARD MEMBERS ABSENT: Member Arthur T. Knutson.

STAFF PRESENT: Manager-Engineer-Secretary Beverly B. James, Deputy
Manager-Engineer Sandeep Karkal, and Administrative Secretary Julie Borda.
District Counsel Kent Alm arrived at 4:50 p.m.

ALSO PRESENT: Jason Dow, Manager of Central Marin Sanitation Agency
Paul Eisenhardt, The Eisenhardt Group
Jim Bewley, The Eisenhardt Group
Wayne Griffith, The Eisenhardt Group
Heidi Heffelfinger, Novato Resident
Jo Heffelfinger, Novato Resident
Dean L. Heffelfinger, Novato Resident
John Quinley, Sustainable Novato, Novato Resident
Erik Vonblankenburg, Novato Resident
Lynn Gleason, Novato Resident
John Gleason, NSD Employee, Novato Resident
Art Ribbel, Novato Resident
Pat Ribbel, Novato Resident
Tony Silva, NSD Employee, Novato Resident
Amy Silva, Novato Resident
Norman Stone, Novato Resident
Cory Kremlachek, Novato Resident
Norm Longman, NSD Employee
Angel Medina, NSD Employee
Dean B. Heffelfinger, NSD Employee, Novato Resident
Pam Welsh, Novato Resident
Dennis Welsh, Former NSD Employee, Novato Resident
Jim Henderson, Novato Resident
Jim Lynch, NSD Employee
John Ribbel, former NSD Employee, Novato Resident
Gary Wettstein, Novato Resident

PLEDGE OF ALLEGIANCE:

AGENDA APPROVAL:
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On motion of Member Quesada, seconded by Member Fritz, and carried
unanimously by those members present, the agenda was approved as mailed.

PUBLIC COMMENT:

Norman Stone, a 20 year Novato resident, stated that it's a bad idea for a public
entity to become dependent on a corporate interest.

BOARD MEMBER REPORTS:

Member Long commented on an article that was published in the Independent
Journal on Sunday, April 12" in which a District employee who was interviewed in
the story stated he did not speak out in opposition to the private contract operations
for fear of retribution. Member Long stated that no employee should ever feel afraid
to express their opinion to the Board. He stressed that all employees’ opinions are
valued and their employment would not be jeopardized due to their comments.

Member Fritz commented that he had toured the waste water treatment facility in
Petaluma and that “they did a beautiful job”. The Manager-Engineer pointed out that
their sewer service charge rates are higher than ours.

Member Quesada stated that the District is faced with difficult decisions.

REVIEW OF MINUTES:

Consider approval of minutes of the March 20" Special Board meeting and the March
23, 2009 Reqular Board meeting:

On motion of Member Fritz, seconded by Member Quesada, and carried
unanimously by those members present, the minutes of the March 20" and March
23" 2009 meetings were approved as written.

CONSENT CALENDAR: On motion of Member Quesada, seconded by Member
Long, and carried unanimously by those members present, the following consent
calendar items were approved:

a. Approve waiver of Conducting Authority & Consent for Boundary Change,
Lands of Harting.

b. Adoption of Resolution #3002 accepting Grant of Easement from Steve
Benesi — Benesi Land Division, 611 McClay Rd.

c. Approval of consulting services agreement with AquaScience Laboratory for
chronic toxicity screening.

d. Approval of consulting services agreement with Oakley Water Strategies for
NPDES Permit Renewal assistance.
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e. Approval of regular disbursements in the amount of $617,869.53, March
payroll and payroll related disbursements in the amount of $326,589.56 and
upgrade project disbursements in the amount of $1,882,183.01.

WORKERS' COMPENSATION INSURANCE:

Receive report on projected workers’ compensation insurance premium increase for
2009-10: The Manager-Engineer stated that our workers’ compensation insurance
carrier, CSRMA, has informed the District of a significant increase in our rates. The
District’'s Experience Modification Factor will increase from 0.85% to 1.26% or an
increase in premiums of 48%. She went on to explain how the experience
modification factor is determined and how it relates to the District’s insurance
premium rates. She stated it is estimated that the District’'s annual workers’
compensation insurance premium will increase from $58,766 to approximately
$88,515.

WASTEWATER FACILITY UPGRADE PROJECT:

Authorize staff to issue a request for proposals from the three most qualified firms for
contract operations. The Manager-Engineer stated the District is currently
investigating the best way to obtain the necessary resources, systems and expertise
to manage the operation and maintenance of the new $90 million treatment facility to
achieve District objectives and to protect ratepayers. She then read a detailed report
she prepared for the Board of Directors titled: “Novato Wastewater Treatment Plant
Upgrade: Managing Start Up Operation and Maintenance”.

The Manager-Engineer read a letter from Councilman Nathaniel Bates from the City
of Richmond who spoke of his support for Veolia Water and public-private
partnerships.

Member Long clarified the time-frame involved if the Board directs staff to issue a
Request for Proposals (RFP): the responses should be received by early July; a
detailed review and interview process would occur in July; and if a qualified contract
operator is found, final negotiations would occur in August. The contract operator
could begin managing the plant as soon as September with current District
operations and maintenance staff being transferred to the contract operator at that
time.

Member Quesada asked if issuing an RFP would commit the District to moving
forward with the contract operator option.

The Manager-Engineer stated that the Board is not obligated to move forward with
the contract operator option.

Member Long asked what is the length of contract the Board is seeking in the RFP.
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The Manager-Engineer stated a five year contract is preferred.
President Di Giorgio opened Public Comment on this agenda item at 5:05 p.m.

Art Ribbel, Novato resident and instrument technician, stated he had reviewed the
Eisenhardt Report and disagreed with the statements that current employees are not
familiar with the start-up process. He gave a few examples of new equipment he had
experience with and the methods needed during a startup process.

Pat Ribbel, Novato resident, discussed Paul Eisenhardt’s experience as stated on his
website. She stated the Eisenhardt Report was biased to private contract operators.
She suggested the District contact a firm such as HDR Engineering Inc. to receive an
unbiased opinion of the cost of hiring consultants for the startup phase of the new
treatment facility.

Lynn Gleason, Novato resident, stated she does not support private contract
operations for the new facility. She stated the Novato residents should have been
notified earlier of the possibility of private contract operators.

John Quinley, Novato resident of 32 years discussed his background in California
public utilities. He stated he would like to be part of a panel made up of the Board
and the Manager-Engineer to discuss options other than private contract operators.
He outlined alternative methods which could be used to achieve a smooth startup of
the new facility.

Dean L. Heffelfinger, 30 year Novato resident, discussed the Board’s responsibilities
and stated their degree of objectivity appeared to be questionable. He asked the
Board: if the District does go with private contract operators, what level of
management would be needed due to the decrease in the number of Novato Sanitary
District employees?

Erik Vonblankenburg, Novato resident, stated he is concerned that the District gets
the best level of quality sanitation for the best rate for the tax payers. He appreciates
the level of commitment the District shows to the citizens of Novato and hopes they
continue.

Cory Kremlachek, Novato resident, stated he feels it is a good idea to hire a private
contract operator to work with a public agency. He noted that under a private
contract operator, liability shifts from the District to the private operator. He also
stated that District employees should understand that job security is not guaranteed
in any employment situation.

Jim Henderson, Novato resident, referred to a letter he received on behalf of the
District which stated consultants would carry higher costs than contract operators
with no guarantees of regulatory compliance. He posed a question to the Board: if a



April 13, 2009
Page 5

consultant is being considered for retention for a period of 12 to 18 months, why
should a private contract operator have a five year contract? He stated he fails to
see the cost benefits of a private contract operator. He asked the Manager-Engineer
for a reply on work to be done on EIm Street.

Pam Welsh, Novato resident, gave an example of other waste water treatment plants
that have employed private contract operators with disagreeable outcomes. She
asked the Board to provide a public forum to allow employees and residents to speak
to the issue.

Dean Heffelfinger, Novato Sanitary District employee and Novato resident, stated he
believes the District has an obligation to provide the best possible service at the
lowest possible cost. He referred to The Eisenhardt Group website, quoting some
items there.

Gary Wettstein, a waste water treatment plant operator, pointed out that the District
employees have been loyal throughout past storm events, always taking care of all
aspects of the treatment facility. He stated that loyal employees are a great asset to
the District. He gave examples of his own experience working with private contract
operators and said they did not seem to have the same level of commitment as their
non-contract counterparts. He wanted to clarify that violations are not always the
fault of the operators; sometimes they are due to management’s decision not to
repair infrastructure.

Jim Lynch, NSD employee, expressed his dissatisfaction with the District for
considering a private contract operator as it relates to his accumulation of PERS
retirement credit. He also discussed his experience working with other agencies who
were run by contract operators.

Tony Silva, NSD employee and Novato resident, invited the Board to visit a website,
watermakesmoney.org, to view additional information on Veolia Water. He stated he
does not agree that publicly owned entities and their equipment should be controlled
by private operators.

John Gleason, former NSD employee and Novato resident, gave examples of how
the District could save money by reducing the number of vehicles available for
employee use. He felt only the collections and operations crew should have District
provided vehicles.

The Manager-Engineer read an email from Clark Blasdell which was received on
April 10™. In the email, he congratulated the District on their pending
accomplishments and encouraged the Board to issue a joint RFP/RFQ. He stressed
the importance of securing the widest gathering of information before making a
decision about utilization of public assets.
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The Manager-Engineer read an email from Sarah Larroque, Novato resident, which
was received on April 9. In the email, she stated she would like guarantees that her
rates will not go up if some of the new machinery fails and felt a private contractor
bears the responsibility for such failures thus reducing present and future liabilities.
She urged the District to move forward with private contract operators.

Mr. Marrios, Novato resident of 38 years, stated that no one is guaranteed
employment in these economic times. He is pleased the District is guaranteeing two
years of employment for the operations and maintenance staff who would become
employed by the private contract operator.

Mr. Wright stated he likes the idea of getting quotes from private contract operators.

Member Long asked for clarification on the issue of hiring three additional employees
for a period of three years, as outlined in The Eisenhardt Report. Mr. Jim Bewley of
The Eisenhardt Group stated that during the transitional startup period extra staff
would be needed because the existing equipment would still be operating while the
new equipment comes online. Mr. Eisenhardt stated that RMC Water and
Environment, Inc., designers of the new facility, designated the need for the
additional employees to augment existing staff.

President Di Giorgio confirmed with The Eisenhardt Group that once the contract is
signed with the private contract operator, The Eisenhardt Group’s services will no
longer be needed. He discussed the benefits of a private contract operator vs. the
hiring of consultants in regard to the new facility operating in the most cost effective
manner.

Mr. Eisenhardt outlined the agencies their firm has assisted as outlined on their
website.

Member Quesada asked what is the minimum grade an Operator must have in order
to operate the new facility. The Manager-Engineer stated a Grade 4 operator was
needed in a supervisory position with Grade 3, Grade 2 and Grade 1 operators in
support positions.

Member Fritz discussed his observations at various other waste water treatment
plants that have employed private contract operators and their use of extensive
computerized systems. Mr. Eisenhardt commented that the District’'s upgraded plant
will be run more efficiently. Member Fritz and Mr. Eisenhardt discussed employee
training through Standard Operating Procedure (SOP) manuals.

President Di Giorgio commented on some of the Public Comments that were made.

Jim Lynch, NSD employee, discussed his past work experience with Veolia Water in
2003.
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Angel Medina, NSD employee, commented on a discussion item from the December
22" 2008, Board meeting. The Manager-Engineer clarified that the discussion item
was referring to the start-up of the headworks portion of the facility and the decision
to seek a private contract operator is to assist with all of the new facilities equipment
and operation.

Dennis Welsh, former NSD employee and Novato resident, stated he disagrees with
the transition concept as presented in The Eisenhardt Group report. He stated his
experience shows that the shut-down of an existing plant and the start-up of the new
plant is not complicated.

John Ribbel, former NSD employee and Novato resident noted his concerns
regarding the large amount of dirt and exposed rebar located near the District office.

President Di Giorgio closed public comment at 6:34 p.m.

On motion of Member Fritz, seconded by Member Long, and carried unanimously by
those members present, staff was authorized to issue a request for proposals from
the three most qualified firms for contract operations.

Member Quesada commented that this vote would in no way commit the District to
any further action. The options are still open as to whether to choose a private
contract operator versus employ consultants.

At 6:40 p.m. President Di Giorgio called for a 10 minute recess.

The Board meeting reconvened at 6:50 p.m.

RECLAMATION FACILITY LEASE:

Consider adoption of a resolution approving and authorizing execution of a pasture
lease agreement — Sites 2,3 and 7. The Manager-Engineer gave a brief explanation
of the District’s desire to lease Sites 2, 3 and 7 to Ron and Dee Hayden. She stated
that lease proposals were provided to three interested parties, but only Ron and Dee
Hayden Ranches responded, accepting all of the conditions to the lease. She noted
the Hayden’s have been leasing Site 7 since 1994 and have done a good job of
maintaining the pastures. She recommends awarding the lease to the Haydens.

On motion of Member Fritz, seconded by Member Long, and carried unanimously by
those members present, the Board adopted Resolution No. 3003: A Resolution
Approving and Authorizing Execution of Pasture Lease Agreement.

LIABILITY CLAIM:
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Consider rejection of claim received from attorney Ronald P. Schneider on behalf of
Mark Lafferty, 213 Caribe Isle, Novato, concerning traffic collision on February 16,
2009. The Manager requested the Board deny a Claim for Damages received from
Mr. Lafferty’s attorney in the amount of $2,000,000. She noted that staff has
discussed the matter with the District’s claims adjuster at Carl Warren and Co.

On motion of Member Fritz, seconded by Member Quesada, and carried
unanimously by those members present, the Board denied the $2,000,000 Claim for
Damages as received from attorney Ronald P. Schneider on behalf of Mark Lafferty.

MANAGER’S ANNOUNCEMENTS:

The Deputy Manager discussed two small overflows that occurred since the Board
meeting on March 23". He stated both overflows were under 100 gallons and were
completely and thoroughly cleaned; all waste was recovered. These violations will be
reported with the monthly Sewer Monitoring Reports (SMR’s).

The Manager discussed the upcoming Spring CASA conference which will be held in
Napa. Member Fritz noted that he will not be in attendance for this CASA
conference.

President Di Giorgio discussed The Eisenhardt Group and the District’s decision to
seek a private contract operator. He stated the process had been very transparent
when, beginning in October, the Board overwhelmingly voted to proceed with The
Eisenhardt Group as a consultant in this matter.

ADJOURNMENT: There being no further business to come before the Board,
President Di Giorgio adjourned the meeting at 7:00 p.m.

Respectfully submitted,

Beverly B. James
Secretary

Julie Borda, Recording



