O e N o B WN R

B bR BB DS PR DR DR REREDLEE W W W W WWWWWWNRNNRNMNNMOENNMNNNOMNMNMMOMNRERERRRRRRRRRPR B
O 0 ~d O WU D WNRE OWOLSNOGOUL R WNREOWLDOLDNOWUMBE WNEOWDOODNOOOUDEB WNREO

TIMPANOGOS SPECIAL SERVICE DISTRICT
ADMINISTRATIVE BOARD MEETING MINUTES @WE@
February 18, 2016 6:00 p.m. Conference Room

Board Members:

Present: Tracy Wallace Mark Johnsen Dale Thrke David Bunker
Craig Whitehead Jay Meacham Craig White Chris Condie
Brian Braithwaite Keith Blake Mack Straw

Excused: Spencer Kyle

District Staff: Jon Adams, District Manager,
Shannon Hansen, Human Resource
Danette Smith, Board Secretary
David Barlow, District Engineer
Joe Martin, CPA
Brad Christensen, Electrical Foreman

Others: Ken Spiers, Bowen, Collins & Associates
Garland Mayne, South Valley Sewer District
Lynn Walker, Pleasant Grove City
Randy Zollinger, CH2M Hill
Dave Ritter, Goble Sampson
Omar Hammoud, APG-Neuros
Cathy Allred, Daily Herald

Call to Order
Tracy Wallace, Board Chair, called the meeting to order. 6:08 p.m.

Public Comment
There was no public comment.

Approval of Minutes
1. Approval of the January 21, 2016 Administrative Board Meeting Minutes

Jay Meacham made a motion to approve the January 21, 2016 Administrative Board Meeting minutes.
Keith Blake seconded the motion. Those voting “Aye” — Tracy Wallace, Mark Johnson, Mack Straw, Brian
Braithwaite, Jay Meacham, Keith Blake, David Bunker, Craig White, Dale Thrke, and Craig Whitehead.
Chris Condie abstained. The motion passed.

Consent Calendar

There were no items on the consent calendar.
Finance
1. Financial Report

Joe Martin said we have not had a January financial report in past years because we are working on the audit
preparation, and there are things changed in December that may affect January. Therefore, we do not have a
comparison to the statement of revenue expenses and change in net position because we did not do financial
statements in January 2015. Joe said he put the revenues and expenses together; the balance sheet could change
depending on what is done with the audit preparations. The budget to actual should not change too much, at least on
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the expense side, any revenues applicable to last year could be pushed into the prior year, but wastewater treatment
should be the same as well as the expenses. No expenses have hit the capital projects financial statement. We had
not received any invoices that were applicable to January by the time we ran this report.

Brian Braithwaite asked why miscellaneous revenue is at 372%. Jon said that was an RDA payment from
Lehi at the first of the year. Joe said that would be pushed back as a receivable and put back into last year’s revenue.
Brian asked about the check to Aim Fund Services for contributions. Jon said there are about five employees still
enrolled in the old Aim 401K program. That is the employee’s contributions and is paid every pay period. Chris
Condie asked if the $14,070,000.00 in wastewater treatment income reflects the decision made in December. Joe
said yes, that went from $15 million down to $14 million. There was a budget line added for asset management with
a $500,000.00 budget. Keith Blake asked about the check to South Davis Sewer District for $100,000. Jon said
that is our annual payment to the Water Quality Research Council, which is budgeted under Administration. Jon
said he asked to be invoiced immediately and now we are paid for the year. The board reviewed the impact fee
report.

Action Items
There were no action items.

Communication
1. Manager’s Report

Jon said there was not a payment for the Alpine/Highland Segment 11 Project this month. The project is
nearing completion. They are finishing the punch list items. We hold their retainage and there will be one final
payment. The plant was in compliance for the month of January. The numbers were a little higher than average due
to the flooding and the system working harder to process the stored solids.

2. Proposal from Neurons for Replacement of K-Turbo Blowers

Jon said Neuros is here to give a presentation and proposal for their blowers. We have discussed on several
occasions the situation with our K-Turbo blowers. Now that K-Turbo is defunct, we have explored our options. We
are anxious to move on, as we feel we were in a critical situation and we do not want it to become dire. Neuros was
the other high-speed blower bid we received for the plant upgrade. There are other blower manufacturers, but the
ones that were really at the top at that time were K-Turbo and Neuros. They both bid, and K-Turbo was the
successful bidder. We have looked at other high-speed blower manufacturers to see what they could do in our
situation and have had some onsite. There are Hoffman blowers and Aerzon, who purchased the blower division of
K-Turbo, but they are not really in production. We invited Neuros down; they looked at our installation, gathered
information and prepared a proposal to replace our blowers. Jon said the board would not be making a decision
tonight; staff would like to receive direction from the board whether to pursue negotiations with Neuros after seeing
the proposal. Jon said Omar Hammoud; President & CEO of APG-Neuros, and Dave Ritter, with Gobal Sampson,
the local representative were here to present the proposal. Jon said one reason we looked at Neuros is that we would
not have to modify the facilities. The buildings were designed around these high-speed blowers, compared to the
other traditional blowers that were much larger. Jon said there would be some minor retrofitting, when they get to
the part on the controls, which they feel we need to make a blower run more smoothly and to give us better control
over the air delivered to the process.

Omar Hammoud, President & CEO of APG-Neuros presented the proposal to the Board. Mr. Hammoud said
in 2006 they looked at technologies in aviation gas turbine engines, and introduced them into high-speed blowers.
By 2008, they started to have measured success, mainly in wastewater treatment plants. During 2008-2010, they
invited competition; many rushed in to the market and introduced products that Neuros is now replacing. Mr,
Hammoud said Neuros is a Canadian company. They have 46 engineers and technicians working in the Canadian
office, along with administration and support. There is also a production facility in Plattsburgh, New York. There are
21 employees in the facility; it is mainly an assembly, test and support facility. Mr. Hammoud said they have spare
units ready to go to support the customers. Nothing will be shipped from overseas; everything needed to support the
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blower operation comes from the production facility in Plattsburgh. There are also technicians and engineers in
Plattsburgh that are ready to dispatch to be out same day. In addition, there are five fully trained service technicians
and engineers in Bountiful to provide service.

Mr. Hammoud said they have installations and customers all over the United States. There are six in Utah,
and many more in surrounding states. Neuros has replaced failed blowers at several wastewater treatment plants
around the world. Mr. Hammoud said Neuros recommends installing ten Turbo Blowers. The proposal includes
five - 300 hp blowers for the East side. Four blowers would satisfy the oxygen demand and an extra unit would be a
standby. It includes five - 350 hp blowers on the West side, four to meet the requirement and one on standby. This
would replace the four failed K-Turbo blowers on the East side and an add one more. It replaces the two failed K-
Turbo blowers on the West side and adds three more. This proposal also includes an onsite standby core for the 300
hp blowers, an onsite standby core for the 350 hp blowers, and the ability to overnight a core to the District. The
standby units will always rotate, when one blower shuts down because it is not required anymore, the next blower is
started. All the blowers will be operating. Also in the proposal is a high performance silencer, which results in quiet
operation for a friendly environment for operators. There would be an upgrade to the aeration system. Right now,
the valves on the aeration tanks are manually controlled; those would be made automatic. That would require adding
48 air flow meters and 48 actuators.

Mr. Hammoud said they would fine-tune the operating system in both the East and West side to make it a
seamless operation and result in energy efficiency improvement. Engineering services and program management
will be included, providing drawings, installation, management with the contractor, and provide as built drawings
and all the manuals and technical requirements. Neuros would remove the old blowers; install the ten new blowers,
install the valve actuators and air flow meters, the remote input/output access panels, and all the wiring and cable that
is required. Mr. Hammoud said there would be no structural modification needed to the wall. The blowers will be
put on the existing pad; there may be a minor modification to extend the pad, with no extra cost. There will be no
pipe modifications. They will reprogram the master control panel to control all the system. If we ever needed to use
the K-Turbo blowers as a standby, we can actually control them with our master control panel.

Mr. Hammoud said they are providing the same level of pricing as 2008, ten blowers for $2,035,450.00,
which is about $200,000.00 each. They are including the aeration system upgrade, installation, engineering and
program management, and adding a maintenance service plan. Whenever there is an issue found with one unit, they
take care of all the units before there is a failure. The maintenance service plan is comprehensive; it takes into
consideration, warranty, routine maintenance, spare parts, and service technicians including any travel needed to
service. This would put critical spare parts, on site. There is a financing plan included in the proposal. Instead of
paying in one lump sum, there is a five-year financing plan.

Dale Ihrke asked if there would be training for District staff on how to replace a blower. Mr. Hammoud said
yes, there will be training, and there would be technicians here. Brian asked if staff would really do the replacement,
or if that would invalidate the warranty. Jon said he thought we could with this proposal and the technical support
they provide initially. They would install the proposed blowers and if we needed to change out a blower, we could
do that. Jon said there is the price for the equipment, the controls and the installation, but we could always bid out
the installation, there are pros and cons to that. Jon said if Neuros installs then it would not be a factor, but if we get
someone else to install, our staff would take out the surplus K-Turbo blowers and prepare for new replacements. The
advantage we have compared to most is that Neuros is within a couple of hours travel time. Brian Braithwaite said
with them in Bountiful why would we even mess with it. Jon said if the board opts to go with the warranty program,
then we would not change it out ourselves. If we had an emergency and needed to get one going, it would be good to
have the staff trained to do that. Jon said we would be covered under the warranty program if we opt to go with that,
once that is put into service they would replace it for as long as we feel uneasy. Hammoud said yes, if the District is
under the extended warranty program, you do not pay for repairs or exchange. If one were switched out there would
be a spare sent out to replace it.

Keith Blake asked the length of time for installation. Mr. Hammoud said it would be 3-4 weeks to get the
drawings, then about 1-2 weeks to review and about 8 weeks to get the blowers here. Jon said the installation
depends on whether we accept their proposal and have them install, or if we bid that out. Jon said unlike cities, we
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have some state statutes for procurement Districts have to follow. Neuros can meet this time frame, but we would be
hustling on our end to make sure we are in compliance with the law.

Tracy said for a couple of months now we have heard from Jon that this is becoming a critical issue that
needs to be addressed. There are limited options in the blowers we can put in the buildings without structural
modification and additional cost. Brian said he thinks we need to talk to current customers with similar installations.
Craig White said South Valley Sewer District has 13 of these blower; they are all 300 hp. They have had those since
they began operation three and half years ago. Craig White said he invited Garland Mayne, Facilities Manager,
Jordan Basin Water Reclamation - South Valley Sewer District to answer questions the board may have. Garland
Mayne said they have five blowers for their process air and eight blowers for the membrane facility. Garland said
Neuros has been excellent to work, these blowers are critical on the start and stops and the cool down periods.
Garland said there were frequent starts, stops during their first year, and Neuros, on their own, came through and
replaced all thirteen blowers under the warranty. Garland said currently they have maintained and stayed with the
extended warranty. They have lost about one per year. Garland said their staff is trained so they can replace the
core in about two hours, with assistance from local technicians. Garland said they are excellent, quiet blowers and he
believes they would be good for TSSD. If you can minimize starts and stops once they are online, they are trouble
free. Tracy asked if there has been any reduction in power bills. Garland said Rocky Mountain Power presented
their board a check for $250,000.00 for a reduction in power. Compared to conventional blowers, there is a 25%
reduction in power.

Jon said we are on the rebate program with Rocky Mountain Power. We would be in a position to compare
the savings with the K-turbo versus the Neuros blower. Jon said when we check references he would be interested in
looking at those that have switched out from K-Turbo. Chris Condie asked what direction the board needs to give to
keep the process moving forward. Jon said we would like direction to continue negotiations to tie down the cost,
how we are going to do it and come back for final approval. Jon said we have looked at many blowers and Neuros
appears to be the most compatible, with the least turnaround time and well established in the wastewater industry.
We have only had one other blower manufacturer come to the sight, they informed us that they would not be able to
retro fit them without major modifications to the building. Jon said that because of the criticality of this, we want to
pursue an avenue that looks to be the most successful. Dale asked what price guarantee they give us. It is the same
price as 2008 adjusted with 3% inflation, which follows the general inflation in material, labor and currency
devaluation between sources of supply. That would be the same for the future price, and will be written into the
contract. Dale asked if it would be advantageous so we get the average price as the last “x” number of units sold
over the prior year. Mr. Hammoud said they would give reference that will show what we are getting is more
advantageous than some others.

Craig White said before getting too far with negotiating a price, he would recommend to start going through
the procurement process for a sole source. If you negotiate the price up front, then go through the sole source and
something comes up and there is a price out there, it could cause some trouble. Jon said we would give other
manufacturers an opportunity to present, but they have not been coming forward. Craig White said it would take
thirty days to go through the sole source procurement process. Then you can negotiate.

Brian Braithwaite asked for an update on the lawsuit. Jon said we have settled and signed the agreement.
The draft statement has gone back and forth and Pleasant Grove City now has it. Jon said Scott Darrington was
going to meet with Mayor Daniels and get back to him.

Adjourn:
David Bunker made a motion to adjourn. Brian Braithwaite seconded the motion. All present “Aye”.
Meeting adjourned. 7:11 p.m.



