


CCU/GWA 5/22/07 Meeting

iL. APPROVAL OF MINUTES
1. April 17, 2007 (PENDING)
The Minutes of April 17t was tabled pending completion.

2. May 15, 2007 (PENDING)
The Minutes of May 15t was tabled pending completion.

. GM (CUS) Report
The GMCUS reported on his meeting with GWA management and the Navy on Monday. There
were a series of Q&A's that were addressed to include some data on GWA’s Master Plan. He said
data was also provided relative to the scoping studies. The Chairman said he would like copies of
what was submitted to the Governor's Civil / Military Task Force for both power and water.

Iv. COMMUNICATIONS
1. Public Comment
Mr. Ernest Wusstig — Mr. Wusstig is a farmer who resides in Yigo. He said he is here to raise his
concern about the continued rise in water and power rates. He said in agriculture, the rate for
water many years ago was $1 per 1000/gallon and now it is $1.57/$1000 gallon. His water bill was
$4,300 for 3 months. He farms 7 acres of land year round. He wanted to know when the
increases will stop. He also mentioned that power rates are increasing. His power bill used to be
$400 p/month and now it is $800 p/month.

He asked the CCU to recommend to the Legislature to give farmers tax credits to help them offset
their utility cost. The Chairman said part of the challenge is farmers already get a 50% discount on
their water. The CFO said that the STIP has required management to review the costs of all
services and to make appropriate adjustments. Right now, the farming irrigation rate is artificially
low and at some point, the legislature determined that farming is a value to this community. The
CFO said that once the process of reviewing cost of service, this would give a huge increase to
farmers.

The Chairman said one of the CCU’s headaches is the rate that farmers pay now is less than what
it costs to provide it to you. This rate was set by the Legislature long before the CCU. The
Legislature already has adopted a policy saying that farmers should pay half. If GWA charges you
what it would cost to serve farmers, it would be higher than $1.50. The STIP requires GWA to
study the structure and what the CFO is warning is that he knows that if this happens there would
be an argument to be made that the farmer rate isn't covering costs and therefore needs to be
increased. He said that farmers are already paying well below the residential rate and farmers are
paying way below what it costs to serve them. Other ratepayers will say how much more of a
break is needed — everyone else is paying for the farming differential.

There was discussion about how important farming is to the community. The cost of doing
business on Guam for a farmer is higher than farmers in the states. The Chairman said the CCU
does not have a good answer for him. He said that the CCU would be willing to support him at the
Legislature to request for a tax credit but said there is really very little the CCU can do.

VI. OLD BUSINESS
1. Staffing Update
The GMCUS updated the Commission on the current staffing pattern at GWA. He said that he
would be asking the CCU to add additional personnel to GWA'’s Collection and Distribution Division
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and the Revenue Protection Unit, a request that is documented in Resolution 17-FY2007, listed for
discussion under this agenda, New Business, Section VII.1 below.

Referring to a proposed organization chart (copy in Master File), the GMCUS mentioned that a lot
of vacancies have occurred within GWA, most especially in the repair area. Some were pulled to
assist with the AMR system. In addition, he also noted that there are currently 700-800 work
orders for leaks that cannot be addressed. Furthermore, there is no PRV and hydrant crew and
GWA does not have a leak detection crew whose sole purpose is to identify leaks throughout the
system. This is done on an as needed basis. The GMCUS also advised that he would like to
establish a construction crew whose main focus would be to upgrade areas that are experiencing
low water pressure, converting 2-inch to 6-inch lines, not necessarily the entire are but perhaps
portions of areas in order to improve the quality of service.

A major CIP project is the Agat-Sta. Rita transmission line that today remains unfinished. The old
line is still charged and never transferred to the new line. It is suspected that GWA is losing
anywhere between $250k to $1 million dollars worth of Navy water in this area. This would be one
of the first projects that this new construction crew would be tasked.

He has asked the Collection and Distribution team — in particular, Tony Chargualaf and Vince Cruz
for their recommendation to identify the crews needed according to the different functions. They
have identified several work teams — repair crews (to handle line repairs / trouble shooting), a leak
detection crew, a valve / fire hydrant/PRV crew and a construction crew (to handle line installation /
replacements).

He confirmed that there is a shortage of certified personnel needed to make this plan work and
referred the CCU to his proposed staffing chart that identified not only the current full time
positions, but also (20) new positions — (6) trades helpers for Revenue Protection Unit (RPU), (2)
new administrative assistants for RPU and (12) trades helpers for various crews mentioned above.

There was discussion regarding the entry level of trades helper — the GMCUS clarified that the
trades helpers hired would undergo an assessment / entry qualification process. Once hired, they
would be on probationary status and must be certified, Level |, within a year. Staff Attorney Taylor
added that the in the notices (that were released with respect to these trades helpers), mentioned
that special consideration would be given to individuals that already have mechanical and plumbing
skills. The skills were “desired” but not ‘required’. It was mentioned that GWA had posted
employment ads for certified personnel since March 6t to present, but there are no applicants.

It was mentioned that the trades helpers assigned to the RPU section would be responsible for
disconnection and reconnection of delinquent accounts. The GMCUS asked the current Collection
Agent Supervisor, Geigy Salayon to come forward and report on the status of the RPU section to
date.

Ms. Salayon referred to a hand out (copy in Master File) and reported some facts and figures:
there are currently 26.850 active accounts in receivables with a balance of $5.265 million, 9,262
inactive accounts totaling $$6.641 million. There are on average 50-60 NSF checks monthly
representing $16-$20k and only $7-8k average in collections. There are 20-30 illegal connections
reported monthly with an estimated loss of $50-60k. There are 500 returned mails monthly.
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Ms. Salayon then identified RPU’s staffing and how they are allocated to the various functions
within the unit, inclusive of the proposed (6) new trade helpers and (2) admin. aides.

The Chairman commented that this report reveals there is a classic breakdown in collections and
the only way to address this issue is to catch customers at the stage when they are only 30-days
late as opposed to 60-90-days in arrears. He said the longer they are delinquent the harder it is to
collect. The report shows an average of $1.8 million in inactive receivables per year since FY2004
to present, all during the CCU's watch. With the proposed (8) new hires, the RPU unit will focus on
collecting these old receivables in a year.

Mr. Paul Kemp pointed out that according to EPA law and the STIP, the reconnection process must
be handled by a certified operator; anyone can disconnect but only certified personnel can
reconnect. The reconnection process must be supervised by a Direct Responsible Charge (DRC).
Staff Atty. Taylor added that the current (3) individuals who are doing reconnections are not
certified themselves and that GWA is not in compliance even now. The Chairman asked the
GMCUS to assign a certified operator as quickly as possible to the RPU division. The GMCUS said
he would look into the matter.

The GMCUS initially wanted to meet with EPA to discuss the “certified” requirement but the
Chairman was concerned that it would awaken them to the fact that GWA has been non-compliant.

Relative to the budget to fund these new positions, it was mentioned that there are budgeted
positions that are not currently filled that would be allocated to these (20) new positions and doing
so would even reduce the payroll budget by $68k. The Staff Atty. used the term “converting
vacancies” to describe this process — converting an existing vacancy to something else and using
the budgeted funds for that purpose.

Tony Chargualaf, Asst. GM, Collection / Distribution proceeded to justify the need to add (20) new
trades helpers positions to the Collection / Distribution (C&D) Unit. He said that up to this point,
C&D operated only (1) unit — the repair crew (for line repairs/trouble shooting). This year,
management would like to extend this by adding more teams to address (3) specific functions /
areas on a regular basis — 1) valves, hydrants, PRV's 2) construction, line installation / replacement
and 3) leak detection. Mr. Chargualaf pointed out that management decided to hire trades helpers
because (3) other budgeted positions — Water / Sewer Maint. Worker |, a certified operator
position, remains unfilled and the best option would be to lower the level and train, again with the
goal of achieving certification level | in the first year.

Mr. Chargualaf proceeded to provide additional rationale that supports management's decision to
implement this new approach for C&D.

With respect to the training program for the trades helpers. Mark Miller explained that GWA
currently has 3-tiers of training — an apprenticeship program, a certification training with Veolia and
himself (with a defined plan to get trades helpers certified on a fast track basis), and lastly the DOI
funded knowledge-based training which GWA s trying to salvage. The key is now there is a
unified training committee in place.

Mr. Miller expressed that with some mechanical knowledge, he is fairly confident that the new trade
helpers would be able to pass level | certification without a problem. If the selection questions are
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designed properly, management could actually find the candidate most likely to succeed in the
Operator | series.

Mr. Chargualaf added that in the past, it was hard to make a new person come on board and
actually witness good practices. This is not the case today; new recruits would be placed in
positions where they will witness actual repairs being done the right way. What is witnessed, on a
first had basis would be the actual cases / questions that would be put on the tests. Literature
would also be made available in the shop that would be handed out to new recruits. Mr. Miller
added that what is key to Mr. Chargualaf's comment is that the work being performed in the field
today mirrors that of what will be found on the exam i.e. trenching practices etc. - sort of an on-the-
job-training mode. Mr. Miller mentioned that the training committee on the other hand is more
knowledge based aspect. He said that through fast certification under level | it would be possible
to gain the basic knowledge required.

In a nutshell, GWA's training is a fast track OJT process with a basic knowledge course, separate
from OJT but one that mirrors / complements each other.

In regards to the apprenticeship program, Mr. Miller said the program is a work in progress, but
very near completion.

The DOI grant training program is a supplemental training for across the board employee training
which does not focus only on operations, it also includes some administration training such as
customer service and management training. The funds are already available and the next step is
for management is to request an extension. A draft letter of request would be submitted this
Friday. Itis anticipated that DOI will grant the extension until December 2008. The target date to
initiate enroliment and classes started at GCC would be the Fall semester.

Because this matter was included in the same resolution as the Meter Reading Amendment under
New Business, Section Vil.1, the approval and transcription thereof is found in that section of the
Minutes.

2. Resolution 16-FY2007: Ratification of GWAs CTP Listing & Creation of Engineering
Positions

This resolution is to request the Commission to reconsider the original Certified Technical Positions

that was presented and adopted a few months ago; the new list being presented now includes

engineering positions. In the packet were (4) related documents (copy in Master File) — Resolution

16-FY2007, HR’s certification, the amended list A, B and C; and management's petition for the

creation of (6) engineering positions.

The Chairman reiterated that under P.L. 28-112, the CCU has authority to establish a list of what is
a certified technical position. The CCU has done this already and management is now asking the
CCU to reconsider the list to include more position, similar to GPA’s CTP list in an effort to make
the two sister agencies consistent.

The HR Administrator, Elaine Cruz proceeded to explain the changes. In January List A & B was
presented but List A was the only list approved by the CCU. She said now the list includes a List B
that she is requesting the CCU to reconsider. These positions are similar positions as those listed
in GPA. In addition, she also said management is adding the approval of the newly created
positions of the Engineering series (noted in red).
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In discussion, Comm. Palomo questioned the verbiage “reconsider” and the Staff Atty. confirmed
that this action is to reconsider the original decision not reconsidering the motion. Comm. Palomo
said that if this is legal counsel’s opinion then he is satisfied.

3. Customer Shut-off Valve Replacement Update

The GMCUS referred the Commission to documents related to credit request for customers that
were forced to install shut off valves during a certain period in March-April (copy in Master File).
The GMCUS that the program will start this coming Tuesday. The documents detail GWA's
conditions and internal procedures for the credit request; a certification of valid receipts and
acknowledgement of verification process form and an FAQ sheet. It was mentioned that the forms
would also be available at the GWA website.

In discussion, various types of scenarios were mentioned and all instances already listed in the
Q&A sheet provided.

The AGMCA commented that when the forms were being designed, the process was passed to
management for input. Relative to the maximum dollar amount of $100, it was recommended that
the initial cap be amended to $150k and anything above this amount would need to be reviewed
and approved by GWA management. After some discussion regarding this particular matter, it was
decided to mention that the average cost is expected to run between $100-150 and if costs exceed
this amount, it would be reviewed on a case by case basis.

Comm. Palomo recommended rephrasing Question #2 relative to the possibility that GWA may
have erroneously interpreted its rule. The Commissioner said it seemed that management was
apologizing and that they should not apologize. It was also decided to strike the question relative
to requiring shut-off valve for constructing a new house because management is concerned only
about existing customers and a specific period of time, April 2-16, 2007.

Relative to getting the word out, it was decided to let the media handle getting the word to

ratepayers. At the end of some discussion, management said that they would go with this for now
and if management sees that there is a need to alter the course they would do so at that time.
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Vii.  NEW BUSINESS
1. Meter Reading Contract Amendment: Resolution 17-FY2007
Management presented Resolution 17-FY2007 made up of (2) components — to fund the
remainder of the meter reading contact and to approve the (20) additional positions full-time
positions in FY2007's budget discussed in Section IV.1, Old Business, Staffing Pattern, above.

Relative to the meter reading contract, the AGMO explained that the resolution is asking for
approval to budget an additional $200k to cover the cost of the manual meter reading contract with
JJ International and Contractual Services. JJ's contract expires in July08 and this needs to be
covered until the end of the fiscal year. The request would also cover the expense of $50k for (2)
data entry technicians that would be posting AMR installation data. In the past, data entry
processing would be done in the evenings after close of business. With this resolution, the entries
would be done during regular business hours which would help keep the process current.

There was discussion regarding the current JJ contract — the annual contract is $500k was
approved for (2) years without firm $ amount and every year management gets Board approval to
amend the amount.

Three (3) routes, are currently being read electronically by GWA employees: Umatac, Nimitz Hill
and all Commercial meters. All others are being read by JJ International. It was mentioned that (4)
more routes would be ready for radio read by GWA employees in June. It was mentioned that as
of today 19,000 meters have been AMR'd.

It was also mentioned that the original contract was only for (1) year but could be extended another
year;, The Board approved the original contract and gave management the authority to approve the
additional 12 months without subsequent Board approval so long as the amendment does not
exceed the GM’s approving authority of $250k. Management exercised this approval twice for (6)
months each time and still staying within the $250k limit. This request is to approve an additional
$200k to the original contract which will end on July 2007 and $50k to pay for (2) data entry
technicians.

When questioned if there is money to cover the additional request, the CFO responded that based
on current usage, it is anticipated that GWA will not use $400k budgeted for the purchase of water,
the GM's initiative is to grow this number so that the purchases are less and less so there should
be ample funds to cover for this additional requested amount.

In discussion it was noted to amend line 16 to read $200k and to name the contractor on line 17, JJ
International. On line 19 insert a new whereas, to read GWA wishes to hire a company to provide
(2) data entry positions to assist in the processing of AMR meter postings; on therefore #1, change
“has been amended” to “is amended”; on therefore #2, insert $50k to winning bidder for (2) data
entry technicians; on therefore #3, to add the 20 positions on appendix | attached hereto.
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2. Human Resources Issues
a. Approval of Above-step Recruitments

The GMCUS requested approval for above step recruitment for (3) positions — safety inspector Il
customer service supervisor and sewer plant operator. Certification is required and provided.

3. GWA CFO Update

The Chairman updated the position that interviews for (2) very good CFO candidates transpired
and based on the interviews, the Committee is happy to recommend Mr. Greg Cruz. The
Chairman spoke to him on Friday and offered him the position. A copy of the selection letter is in
Master File. Mr. Greg Perez Cruz is a retiree who would be hired as a contractor; his pay is
outlined in the letter under terms noted. He is on a trip now and will not return until mid-June. His
start date is July 1st.

e

The only caveat is that he did not respond in writing; his acceptance was given verbally.

4. GPA Resolution 2007-16: Excess Bond Funds

The CFO requested the Commission approval for GPA's Excess Bond Funds. GPA transferred
funds from its Construction Funds in 97-98 and its authorized to flow to the revenue fund an then
the surplus fund. While there, the PUC made an Order that those funds cannot be spent on any
project by GPA but had to be spent on a capital project, pre-approved by PUC. The funds have
been frozen for 9 years now and a couple of applications have submitted to utilize the funds and
each time PUC denied the request for insufficient justification for the projects.

The CFO cited several examples when the funds were applied. Once incident was 3 years ago
when we applied for a line of credit to satisfy GPA’s contractual relationship with MEC soon after
GPA’s credit rating was down graded. GPA lent the funds to GWA at one point and it was repaid;
last fall GPA tapped into the funds when GPA had a short fall due to rising credit costs. These
funds are now being paid back about $380k per month into the excess bond fund.

GPA is being pressured to do a series of studies - the most important being GPA’s Integrated
Resource Plan that will help GPA determine what is the next best unit to come on line, related
costs, location, type of fuel etc. Management has been stymied for several months because of the
lack of free cash. The PUC and the Navy has been pushing to get these studies underway.

The CFO said at the last PUC meeting the issue was raised. The excess bond funds are sitting
there and someone recommended using these funds to pay for these critical studies and allow that
planning process to continue during this time that we are seeking a rate increase to alleviate GPA's
cash efficiencies.

The one drawback is that the funds are already in GPA's bank account which means that if it is
spend on expenses, this will grow but there will not be any matching revenues to set aside. If
these funds are spent it will increase expenses and this year's loss will also increase. However,
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management is of the opinion that these studies are really critical and it's going to hurt us to wait
until next February, when GPA’s rate is in place. So, management would like to petition the PUC
to get access to these funds which now totals nearly $5million.

Some of the other studies being planned beside the IRP are the transmission level cost of service
study for the Navy's rates and a regular cost of service study.

The PUC consultants seem to be supportive of GPA’s plans. If CCU approval is granted then
management will draft a petition to the PUC. There was discussion relative fo an emergency
interim action and the ALJ indicated favorably to that request also. Management confirmed that the
petition will include the necessary justifications.

In discussion the Commission all agreed that this action will at least give management permission
to begin the process. The Commission asked management to give the Commission their plans at
next regularly scheduled meeting.

IX. ANNOUNCEMENTS

A. Future Meeting
The Chairman announced that the next meeting of the Commission is scheduled for June 5t for

GPA. GWA's date is pending.

The Chairman reminded everyone about the (4) village meetings for GWA'’s rate case.
X. EXECUTIVE SESSION - None
XI. ADJOURNMENT

With no other business to bring before the Commission, Comm. Nelson moved to adjourn. There
was no objection and the meeting adjourned at 8:35 p.m.

_
Attested: S/ @ T \
SIMON A. SANCHEZ I, Chairm,gjlﬁ 6LORIA B. NELSON, Secretary

Iblsi/
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CONSOLIDATED COMMISSION ON UTILITES

REGULAR MEETING OF

Guam Waterworks Authority
Tuesday, 5/22/07, 5:00 p.m.

SUMMARY OF MOTIONS, RESOLUTIONS & PENDING ACTIONS

MOTIONS & RESOLUTIONS

ITEM#

AGENDA ITEM

MOTION OR RESOLUTION

VOTES

1

Resolution 16-FY2007:
Ratification of GWAs
CTP Listing & Creation
of Engineering
Positions

This resolution is to request the Gommission to
reconsider the original Certified Technical Positions
that was presented and adopted a few months ago;
the new list being presented now includes
engineering positions. In the packet were (4) related
documents (copy in Master File) - Resolution 16-
FY2007, HR’s certification, the amended list A, B
and C; and management’s petition for the creation
of (6) engineering positions.

Comm. Nelson motioned to reconsider the original
adoption of January 29" for Certified Technical
Positions; Comm. Hara seconded.

In discussion, Comm. Palomo questioned the
verbiage ‘reconsider” and the Staff Atty. confirmed
that this action is to reconsider the original decision
not reconsidering the motion. Comm. Palomo said
that if this is legal counsel’s opinion tlen he is
satisfied.

On the motion to reconsider the original adoption of
the CTP list A&B, there was no further discussion or
objection; the motion to reconsider passed.

Comm. Nelson motion to approve Resolution 16
FY2007, which would adopt a revised lst A,B and C
as attached. The main changes are all the B's and
the Engineering positions (in red); Comm. Hara
seconded.

On the motion to approve Resolution 16FY2007,
there was no objection or discussion and the motion
carried.

Ayes - 4
Nays -0

Resolution 17-FY2007:
Meter Reading Contract
Amendment:

Management presented Resolution 17-FY2007
made up of (2) components~ to fund the remainder
of the meter reading contact and to approve the

Ayes -4
Nays - 0
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(20) additional positions fulHime positions in
FY2007’s budget

Relative to the meter reading contract, the AGMO
explained that the resolution is asking for approval
to budget an additional $200k fo cover the cost of
the manual meter reading contract with JJ
International and Contractual Services.  JJ's
contract expires in July08 and this needs to be
covered until the end of the fiscal year. The request
would also cover the expense of $50k for (2) data
entry technicians that would be posting AMR
installation data. In the past, data entry processing
would be done in the evenings after close of
business. With this resolution, the entries would be
done during regular business hours which would
help keep the process current.

Comm. Palomo motioned to approve Resolution 17
FY2007 subject to the following amendments
Comm. Nelson seconded.

In discussion it was noted to amend line 16 to read
$200k and to name the contractor on line 17, JJ
International. On line 19 insert a new whereas, to
read GWA wishes to hire a company to provide (2)
data entry positions to assst in the processing -of
AMR meter postings; on therefore #1, change “has
been amended” to “is amended”; on therefore #2,
insert $50k to winning bidder for (2) data entry
technicians; on therefore #3, to add the 20 positions
on appendix | attached hereto.

On Resolution 17-FY2007 as amended, there was
no objection or further discussion and the motion
carried.

Human Resources
Issues

Approval of Above-step
Recruitments

The GMCUS requested approval for above step
recruitment for (3) postions — safety inspector I,
customer service supervisor and sewer plant
operator. Certification is required and provided.

Comm. Nelson motioned to approve the GMCUS
request for above step recruitments for the
positions noted; Comm. Hara seconded. There
was objection or further discussion and the motion

carried.

Ayes -4
Nays -0

(3]
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GWA CFO Update

The Chairman updated the position that interviews
for (2) very good CFO candidates transpired and
based on the interviews, the Committee is happy to
recommend Mr. Greg Cruz. The Chairman spoke to
him on Friday and offered him the position. A copy of
the selection letter is in Master File. Mr. Greg Perez
Cruz is a retiree who would be hired as a contractor;
his pay is outlined in the letter under terms roted.
He is on a trip now and will not return until midJune.
His start date is July 1st

Comm. Nelson motioned to approve the hiring of Mr.
Cruz as the CFO for GWA; Comm. Hara seconded.
On the motion there was no further discussion or
objection and the motion passed.

Ayes — 4
Nays - 0

GPA Resolution 2007-
16:
Excess Bond Funds

The CFO requested the Commission approval for GPA’s
Excess Bond Funds. GPA transferred funds from its
Construction Funds in 97-98 and its authorized to flow to
the revenue fund an then the surplus fund. While there,
the PUC made an Order that those funds cannot be spent
on any project by GPA but had to be spent on a capital
project, pre-approved by PUC. The funds have been
frozen for 9 years now and a couple of applications have
submitted to utilize the funds and each time PUC denied
the request for insufficient justification for the projects.

The PUC consultants seem to be supportive of GPA's
plans. If CCU approval is granted then management will
draft a petition to the PUC. There was discussion relative
to an emergency interim action and the ALJ indicated
favorably to that request also. Management confirmed
that the petition will include the necessary justifications.

Comm. Nelson motioned 1o approve Resolution 2007-16;
Comm. Hara seconded.

In discussion the Commission all agreed that this action
will at least give management permission to begin the
process. The Commission asked management to give
the Commission their plans at next regularly scheduled
meeting.

On the motion, there was no further discussion or
objection and the motion passed.

Ayes -4
Nays-0

”.

PENDING ACTION - NONE




