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 The City of Houston's Northeast Water Purification Plant (“NEWPP”)project is proceeding under the direction of the Houston Area Water Corporation ("HAWC").  Given your personal involvement and interest in this project, I want to brief you on the following recent developments:
 
· Project defined by Public Works:  CH2MHill, in its role as consultant to the City and the HAWC, have prepared an 800-page Project Definition Document ("PDD").  Although the document has not yet been made public, Public Works made a presentation to the HAWC at a recent Board meeting in which they outlined the project scope, selection process, and proposed terms and conditions contained in the PDD.  We have two concerns that are the focus of our current lobbying efforts: 
1) The recommended selection criteria includes price as a consideration.  Our concern is that price will become the sole focus, allowing US Filter to deliver on their threat to do whatever it takes to win the project.  We believe a qualifications-based selection process, followed by price negotiation would better serve the public; and,
2) The proposed plant capacity is 40 mgd with a "firm option" for an additional 40 mgd.  (It is not at all clear what terms and conditions will apply to the option.)  We believe simply establishing the capacity at 80-100 mgd, as we proposed in our submittal last May, is fully justified and in line with the intended goal of addressing regional water needs. 
· Azurix presentation well received by the HAWC Board:  At last Friday's meeting, the Azurix-CDM team and each of three other vendors made 20-minute presentations to the Board.  At the request of the Board, the focus of the presentation was our vision of a regional water system and what approach to the NEWPP best fits that vision.  A major theme of our story was the need for an initial plant capacity of 80-100 mgd in order to serve the near-term demand of MUDs located just north of the city limits.  Questions from the Board, particularly Chairman David Berg, suggest they are not inclined to increase the capacity without definitive assurance that doing so is a risk-free proposition for the City and the HAWC.  We emphasized our intent to structure the transaction to accomplish that, but doing so prior to contract award is not feasible.  We will continue to drive that point over the next week, but the 40 mgd "excess capacity" will likely remain in the form of an option in the final PDD.  Informal feedback from Public Works indicates the Azurix presentation was by far the most substantive and informative of the four and was well received by the Board.  





· Azurix-CDM short-listed:  Also at last week's meeting, the Board unanimously approved the previously announced recommendation of Public Works to short-list three competing teams:  Azurix-CDM, US Filter, and Montgomery-Watson.  We still believe US Filter is our most formidable competitor.  In recent weeks, the US Filter team has approached us via Dannenbaum Engineering and made veiled overtures to combining forces. This coincides with conversations, I understand you may have had with Jim Royers.  The ball was left in Jim Dannenbaum’s court last Monday and we have not heard anything since.   While we do not see US Filter adding value to our proposal, especially with the project being downsized, we certainly have not rejected the idea outright. 
· Process defined:  The HAWC Board approved the PDD for release to short-listed vendors, subject to any changes the Board may choose to make.  Public Works advises us they expect to finalize and release the PDD to short-listed vendors the week of October 23rd.  We will then have approximately six weeks to prepare a definitive proposal.  The planned timetable still calls for the HAWC to award the project by year-end.
 
Obviously, a great deal of work still lies ahead.  Nevertheless, I am encouraged by the events of the past several weeks and believe Azurix is well positioned at this point.  I will keep you apprised of developments as the process unfolds.  In the meantime, please call me at extension 5-5121 should you have any questions or comments.
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