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Millennium Countdown;
What's in store for small
systems?

by Brian L. Hoellein, Bartlett & West Engineers,
and Ellen G. Miller, Ellen Miller Group

V-J Day
Neil Armstrong’s first step on the moon

Mark McGwire's home run record

Where were you on those landmark days?
Depending on their age, virtually all Americans
know where they were when those news stories
broke. But, do you recall the day in 1974 when
Congress passed the first Safe Drinking Water
Act (SDWA)? Until that time, states set the
industry’ s rules and regulations.

Small Systems Come Into Focus

The small system landscape was a very dif-
ferent place 25 years ago: there were thousands
of privately-owned mom and pop public water
supplies; state rules and regulations varied wide-
ly, as did enforcement of them; there was little
regulation of small system operator certification;
and, being “the silent service” meant never wast-
ing money on customer communications.

Congress selected the U.S. Environmental
Protection Agency (EPA) to implement the
SDWA. Thelaw permitted many waivers
and exemptions for small systems. In
those early years, EPAhad a
full plate just working
with state primacy agen-
ciesaswell aswriting
rules and regulations. The
focus then was on mid-size
and larger public water sup-
plies.

Fast forward to the
reauthorized SDWA of
1996. Itischock — ==07
full of itemsfor
smal systems
(those serving
10,000 or fewer
people), such as:

« Source water protection,

» Consumer Confidence Reports,

* Operator certification,

* Proving “technical, managerial and finan-
cial capacity,” for example, when seeking
state revolving funds.

Today, one size doesn'’t fit all. The SDWA
treats small systems differently than the big
guys. What's the price for this flexibility? Small
systems, along with their counterparts in larger
areas, have to deliver quality water that protects
the public health while meeting SDWA standards.

“The best decisions for alocal community
are made at the community level,” National
Rural Water Association (NRWA) CEO Robert
Johnson, wrote, speaking of the lengthy SDWA
reauthorization process. “We have achieved
much of that. Now the responsibility falls on us
aslocal areas of government to do what we said
that we would do.” (See Rural Water, 4th
Quarter issue, p. 34.) If you're a council or board
member, the spotlight is now on you.

It's Hard to See the Forest for the Trees
Reports, memos, recommendations, statistics:
It's easy for governance bodies to drown in the
details. Instead, they need to keep their eyes on
the big picture. Use the seven-part utility man-
agement model POSCERV (pro-
nounced “pos-curve”):
Planning. Decide goals and
¢ objectives, and the major ways to
. achieve them.
Ik, Operations. ldentify tasks that
£ x achieve goals and objectives.

?&g Staffing. Recruit, hire,
{18

compensate, nurture, and
(occasionally) ter-
minate
employees
and experts.

Commu-
nications.
Create and main-
tain two-way commu-
nications with all your
constituents.

Continued on page 11
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RUS Assistant Administrator Retires

Dick Mansfield, assistant administrator for
water and enviromental programs with the U.S.
Department of Agriculture’'s Rural Utilities Service
(RUYS), retired from the federal government on
February 1, 1999, after 33 years of service.

A native of Brattleboro, Vermont, Mansfield
isacivil engineer with degrees from Tufts
University and the University of Vermont. After
atour as anaval aviator, he began his career in
rural development with the Vermont Department
of Water Resources. He was then an engineer for
the Farmers Home Administration (FmHA)—
now RUS—for the states of Vermont, New
Hampshire, Massachusetts, Connecticut, and
Rhode Island.

Mansfield ran the FmHA Community
Programs operationsin New York for more
than a decade and then directed the Northeast
Regiona Office of the Rural Development
Administration. He was instrumenta in the for-
mation of the New York Rural Development
Council and served as executive director.

Since retiring from RUS, Mansfield is again
living in Vermont where he serves as executive
director of the Vermont Community Loan Fund.

Gary Morgan is now the acting assistant
administrator for water and environmental
programs. $

Partnership Launches Environmental Clearinghouse

The Local Government Environmental
Assistance Network (LGEAN) was launched in
October 1998 to “help local governments meet
challenges they face in protecting the environ-
ment, public health, and our quality of life.”

Designed to serve as a “first stop shop,”
LGEAN is an information clearinghouse that
provides “clear, concise, and relevant environ-
mental management, planning, and regul atory
information for local government officials and
their staffs.”

Managed by the International City/County
Management Association, LGEAN isthe out-
come of a partnership that unites severa organi-
zations, including the U.S. Environmental
Protection Agency, the American Water Works
Association, the Air and Waste M anagement
Association, the Environmental Council of the

States, the National Association of Counties, the
Solid Waste Association of North America, and
the Water Environment Federation.

Services provided free-of-charge to commu-
nities include a research service, forums for
discussion, and 24 hour access to a schedule of
conferences and training opportunities. Inform-
ation about regulatory information and “hot top-
ics,” such as environmental finance and drinking
water, is provided through a quarterly newsletter,
SCAN (Small Communities Advisory Network),
aWeb site, and a toll-free phone number.

To learn more about LGEAN, visit their Web
siteat http://www.lgean.org or call their toll-free
phone number (877) 865-4326. To be added to
the SCAN mailing list, call the number above or
e-mail lgean@icma.org. $

No Change in RUS Interest Rates This Quarter

Interest rates for Rural Utilities Service
(RUS) water and wastewater loans remain
unchanged this quarter. This marks the third
consecutive quarter with no movement in
these rates.

RUS interest rates are set at three differ-
ent levels, which have specific qualification
criteria. The rates for the third quarter of fis-
cal year 1999 apply to all loans issued from
April 1 through June 30, 1999.

The current rates are:

poverty line rate: 4.5 percent;

intermediate rate: 4.75 percent; and
market rate: 5.0 percent.
RUS loans are administered through state Rural

Development offices. These offices can provide spe-
cific information concerning RUS loan requirements
and applications procedures.

For the phone number of your state Rural

Development office, contact the National Drinking
Water Clearinghouse at (800) 624-8301. The list
is also available on the RUS Web site at
http://www.usda.gov/rus/water/states/usamap.htm.
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Protect Your Best Interests!

Choose the Right Consulting Engineer for the Job

by Kathy Jesperson
NDWC Staff Writer

Choosing a consulting engineer can be a dif-
ficult job for any community. But it can be a par-
ticularly complex chore for small communities.
Often small town officials may have little or no
experience in hiring or working
with consultants. However,
knowing what to do before
hiring a consultant could save
small communities money
and heartaches.

“Few clients are likely to
select afirm based on price
alone,” noted the International
Federation of Consulting
Engineers (FIDIC) Selection
by Ability guidelines. “While
saving money may be one goal of
the community, hiring an engineering firm
according to its ability to handle the project pro-
tects the community’ s best interests.”

Remember Two Things

According to the Small Towns Environment
Program’s (STEP) “Hintsfor Selecting an
Engineer,” during the search for an engineer,
community leaders should keep two basic points
in mind:

* Be prepared to spend whatever times it
takes to find the right engineer. While this
process may take longer than you like, the
wrong choice may be far more painful; and

* Insist on meeting the project engineer—the
person you will actually be working with—
not just those who are skilled at selling
their firm.

It's also important to consider that your
community’s needs may be different from those
of your neighbor. “Every problem or project is
unique, with its own technical challenges,” noted
the American Consulting Engineers Council
(ACEC) in A Guide to Qualification Based
Selection of Design Professionals. Therefore,
because of their special needs, small communi-
ties should look for engineering firms that have
experience handling their water and wastewater
projects.

Get the Quality You Deserve

Quality-based selection means selecting an
engineering firm based on its experience with
your type of problem. “Consultants are selected
first on competence, creativity, and performance

and second on negotiation of afair and reason-
able price,” according to the Kentucky Engin-
eering Center, adding that “ cheap design is
expensive.”

STEP noted that the best way to solicit an
engineer who is experienced with your commu-
nity’s needs s to first issue a Request for

Proposals (RFP) or a Request for
Qualifications (RFQ).
RFPs and RFQs are
formal announcements
of your search, which
are sent to a number of
firmsin the communi -
ty’sareaor published in
newspapers, journals, or
other public forums.

“Make sure that
you're getting it out
to as many firms as possi-
ble and not just one or two,” said

Ellen Miller, president of the Ellen Miller Group.

“All too often small communities skip this part.
They will call up their neighbor and ask them
who they used for the project they just finished.
And then whoever it happened to be is good
enough for them, whether this firm has the
experience they require or not.”

It's Betweeen an RFP and a RFQ
The difference between and RFQ and RFPis
fairly simple. An RFQ is usually a short docu-
ment inviting consultants to submit information
about their qualifications. According to Getting
Results From Your Experts by Ellen Miller and
Elmer Ronnebaum, the typical RFQ includes:
* One or two sentences about your project
and the likely source of funding;
« arequest for the engineer s qualifications,
experience, and references;
« the project’s calendar or dates when the
work is expected to be completed;
« the date applications are due, along with
the address where they should be sent; and
« who the contact person for the project is.
On the other hand, an RFP is a much longer,
and more detailed document. They provide
enough information about the project so that
consultants can develop preliminary proposals
about what services they offer and how they will
manage the project.
The best way to develop an effective RFPis
to include as much detail and information about
the community’ s water or wastewater needs as

Continued on page 4

"Be prepared to
spend whatever
times it takes to find
the right engineer.
While this process
may take longer than
you like, the wrong
choice may be far

more painful."

Small Town
Environment
Program’s "Hints
for Selecting
an Engineer.”
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The average cost for
water supplied to a
home in the U.S. is

about $2.00 for

1,000 gallons, which

equals about five
gallons for a penny.

The American Water
Works Association
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Continued from page 3

possible, such as a thorough explanation of the
problem and any ideas or goals that the commu-
nity may have for the project. “Be prepared to
take alot of time writing and revising an RFP,”
wrote Miller and Ronnebaum. “Y ou must pro-
vide as detailed a scope of work as possible, if
you expect respondents to provide aredlistic
project plan and fees.”

According to Miller and Ronnebaum, an RFP

should include;

* details about the project’s location;

« the project’ s work schedule;

* details of existing surveys and gectechnical
information;

« scope of the services sought, such as
design, building, permits, easements, and
right-of-ways;

« types of drawings expected, such astitle
sheet with project location, project plan and
profiles, and construction phasing;

* list of expected construction contract docu-
ments, such as drawings that meet munici-
pality, county, or state standards;

« adeadline for proposals; and

* where proposals should be sent and to whom.

Let’s Tally the Score

“If this procedure results in alarge number of
proposals, the normal solution is to eliminate all
but three or four of the strongest of them,” noted
STEP To ensure fairness to all the candidates, a
selection committee should evaluate proposal's
using some type of uniform scoring system. A
list of questions should be developed along with
arating structure based on criteria provided in
the RFP.

For example, committee members could fill
out atally sheet that includes RFP criteria. Each
section could carry equal weight and the same
range of points (from one to five, for example).
Or sections that are considered more important
could be weighted more heavily, and, thus,
receive more points. After the proposals are
reviewed, the committee can then tally the points
for each proposal, thereby aiding in the decision.

However, it is also important to keep a writ-
ten record of your rating procedure as well as
other important parts of the selection procedure
just in case any questions arise about the com-
mittee's decision. “Whatever process you're
using, follow it,” said Miller. “The losing engi-
neering firms are very unlikely to sue, but they
can and will come back to ask questions about
why they weren't the successful bidder. If you
say that proposals are due at a certain timeon a
certain day, you have to mean it.
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“If you allow a proposal to comein at 4:30
when you've clearly stated that they were due at
3:00, then you're not following your own proce-
dure,” she explained. “And pretty soon the firm
that slid in after the deadline is going to start
talking. Then you're going to have problems.”

Narrow to the Top Picks
After you've narrowed the applicants to the
top picks, it stime to begin the interviewing
process. One of the best ways to get background
information about the candidates is to interview
their references from recent and ongoing proj-
ects. According to STEP and Miller and
Ronnebaum, some specific questions that could
be asked of the references include:
» Were there problems with the management,
budget, or design of the previous project?
» Were there any expensive changes or devi-
ations from the original proposal?
« Were there problems with construction?
« Does the facility operate properly now?
» What was the working relationship like
with the consultant?
» Was the consultant available and easy to
contact?
» Would they hirethisfirm again? If not, why?

Be Sure To Check References

Also, it would probably be a good ideato get
references from all small community projects
completed within the last two years. This would
give the community the best idea of what kind of
services the consultants offer and how well they
stand behind their work.

After checking references, it'stimeto invite
the candidates to make an oral presentation to
the town council or the water/sewer commit-
tee—with the same questions asked of each
applicant, noted STEP.

Before you interview the candidates, however,
you should prepare detailed questions or topics
for discussion, stated STEP. “These should
include questions of a more general nature to be
asked of all interviewees, and specific questions
for each firm, such as clarification of unclear
points in the proposal,” explained the STEP
manual, How to Select a Consulting Engineer
for Small Community Water and Wastewater
Projects

Remember, you are attempting to hire the
best consultant for your project. “Through face-
to-face contact, you are also getting a feel for
which engineer is best able to work closely and
comfortably with your community,” noted STEP.
Continued on next page




Continued from previous page
Ask the Right Questions

Onceyou'rein the interview, ask questions
that will generate the greatest amount of infor-
mation, explained STEP. For example, if the firm
favors a particular technology, find out why.
Also, find out what each firm’s attitude is toward
community involvement. And try to clarify
any points that may be causing confusion,
such as any ambiguities in the proposed cost
or scope of work.

Some suggestions that STEP and ACEC
agree on when conducting the interviews
include;

» The physical set-up for the interview
should be comfortable, with good acoustics
and ample room.

« If possible, a blackboard or flip chart pad
and markers should be provided.

* Interviews should take from 45 to 75 min-
utes each, so allow sufficient time for their
scheduling.

* A separate waiting room should be provid-
ed for other firms to be interviewed.

* All interviews should be conducted on the
same day, if possible. This allows the com-
mittee to compare all interviewed firms
while the information is still fresh, and it
ensures that consistent scoring will be used.

» Take good notes during al the interviews as
thiswill help you with further evaluations.

Once the screening and interviewing process
is completed, the top candidate should be easy to
identify. The runners up should aso have a
ranked order. It is now time to meet with the top
candidate to discuss the needs and objectives of
the project more fully, noted ACEC.

Meet the Winner

This phase, explained ACEC, will give you
the chance to decide if this firm will make a
good team member. You will also have access to
this firm’s advice and expertise, which will aid
in devel oping the proposed project’s scope.
ACEC aso cautioned that at this phase, you may
find that you cannot reach an agreement with the
top-ranking firm. If thisis the case, you then
have the opportunity to call in the second highest
ranking firm.

Once you decide which firm will best meet
your needs, it is time to negotiate a contract.
Contract negotiations should lead to an agree-
ment that satisfies both parties, said STEP. For
example, the contract should include a detailed
description of the proposed project, atimeling, a
schedule for reports and meetings, personnel and
management responsibilities, the total cost of the

consultant’ s fees, and the method of payment
and the payment schedule.

Different Payment Options Are Available

There are several ways to pay a consultant.
One way is a cost plus fixed fees contract, which
means that the consultant is paid only for the
actual costs of completing the work, plus a fixed
amount of profit, which has been agreed onin
advance. This payment method determines a cost
ceiling and afixed dollar profit that may only be
changed by a formal amendment to which both
parties must agree.

Another payment method is alump sum con-
tract. Here the engineer and community settle on
atotal figure that comprises the price of service,
including costs and profit. According to STEP,
this type of agreement works well for small-
scale projects that have few uncertainties. And
it'simperative that both parties understand the
scope of services.

In a percentage of project cost contract, the
consultant is paid a percentage of the total cost of
the project’ s construction. One thing to remember
about this payment method is that it leaves little
incentive for cost savings, noted STEP.

And finally, a per diem agreement, or hourly
fee, may be applied when the work is only expect-
ed to last alimited time or may be somewhat
irregular. This may include appraisals, feasibility
studies, and court or public hearing testimony.

For more information about the documents
mentioned in this article, call the numbers listed
below:

The Small Towns Environment Program's
(STEP) document titled “ On Selection of an
Engineer ... How To Find the Best Consultant for
Small Water and Wastewater Projects’ costs
$15. Contact STEP at (518) 797-3783 for more
information.

A Guide to Qualifications-Based Selection of
Design Professionals: A Key to Quality isavail -
able through the American Consulting Engineers
Council. Call them at (202) 347-7474 and
request publication #354. The price is $10 plus
$3 shipping handling.

Getting Results From Your Experts:
Engineers, Attorneys, and More, by Ellen Miller
and Elmer Ronnebaum is available through
Kansas Rural Water Association (KRWA). The
price is $12.50 plus $3.20 shipping and han -
dling. Contact KRWA at (785) 336-3760 for
mor e information.

The Winter 1997 Pipeline issue, “ Choose the
Right Consultant for Your Wastewater Project”
is available for 20 cents plus shipping and han -
dling from the NSFC at (800) 624-8301. $
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What should
you consider?

When choosing a
consulting engineer, it's
important to remember
that you are the boss.
The following checklist
may help you in making
your decision.

« Take your time and do
the research first.
Make your choice
based on quality—
not price.
Know the difference
between a Request
for Proposal (RFP)
and a Request for
Qualifications (RFQ).
Use some type of uni-
form system to evalu-
ate proposals.
Narrow your choices to
the top three to five
candidates.
Check references
carefully!
Schedule interviews
with the finalists.
Ask questions that
relate to your project.
Invite the top choice
back to make sure
this firm fits in with
your team.
* Negotiate the contract.
» Know how you will pay
for the project.
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“While it can be
argued that factors
other than house -
hold income can
used to determine
ability or willingness
to pay, U.S. Census
information seems
to be the only infor -
mation available
on a consistent
basis throughout

the country.”

Why Median Household Income Is Used To

Set RUS Funding

by Laurence G. Bowman
Chief, Policies and Initiatives Branch, Water and
Environmental Programs, Rural Utilities Service

The Water and Waste Disposal (WWD)
loan and grant programs of the Rural Utilities
Service (RUS) are amajor source of funding
for rural communities. These programs are
administered by U.S. Department of Agri-
culture’ s Rural Development offices located
throughout the country.

WWD funds are available to fund water and
waste disposal projectsin rura areas and in
cities and towns with a population up to 10,000.
Applicants may be public bodies, such as munic-
ipalities, counties, and specia purpose districts;
not-for-profit corporations; and Indian tribes that
are unable to obtain the credit they need from
their own resources or from commercial sources.
In addition, applicants for WWD loan and grant
funds must have the legal authority to own and
operate the financed facilities.

Historically there has been more need for
WWD loan and grant funds than RUS and its
predecessor agencies have been able to fund.
RUS grant funds are used to help applicants
reduce user rates and charges to a reasonable
level. Having sufficient grant funds from RUS
or other sources is the limiting factor in many
proposed projects.

RUS uses median household income (MHI)
data to determine interest rates and maximum
grant level. MHI data from the U.S. Census
Bureau is available on a consistent basis
throughout the country. Median family income
and per capitaincome figures are also available,
but RUS uses the MHI figures because generally
it is households that receive water and waste dis-
posal services. Data from the most recent decen-
nial Census are ordinarily used. However, if
there is reason to believe that the Census data
are not an accurate representation of the MHI
within the area to be served, the reasons are doc-
umented and the applicant may furnish, or RUS
may obtain, additional information. Information
must consist of reliable data from local, regional,
state, or federal sources or from a survey con-
ducted by areliable impartial source.

Interest rates on loans are set by RUS each
quarter. All loans are fixed rate loans. The rate
actually charged is the lower of the rate in effect
at the time of loan approval or the rate in effect
at the time of loan closing. There are three inter-
est rate levels established by regulation: poverty,
market, and intermediate.
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The “poverty” interest rate can not exceed 5
percent-it is currently fixed at 4.5 percent. All
poverty rate loans must comply with the follow-
ing conditions: the primary purpose of the loan
is to upgrade existing facilities or construct new
facilities required to meet applicable health or
sanitary standards; and, the MHI of the service
areais either (a) below the poverty line or, (b) 80
percent of the statewide nonmetropolitan MHI,
whichever is higher. The “market” interest rate-
currently 4.75 percent-is set using a “bond
buyer” index. The market rate applies to all
loans where the MHI is above the statewide non-
metropolitan MHI. The “intermediate” interest
rate-currently 5 percent-is set at the poverty rate
plus one-half of the difference between the
poverty rate and the market rate, not to exceed
7 percent. It applies to loans that do not meet the
requirements for the poverty rate and do not
have to pay the market rate.

MHI figures are also used to set the maxi-
mum grant that RUS will consider. No grant is
allowed when the MHI of the service areais
above the statewide nonmetropolitan MHI. A
maximum 75 percent grant may be considered
when the applicant meets al the conditions for a
“poverty” interest rate loan. A maximum 45 per-
cent grant is considered for other communities.
RUS grant funds are also limited to an amount
necessary to permit the user charges and fees to
be reasonable, compared to similar communities.
Thisis often the limiting factor.

The goal of the RUS WWD loan and grant
programs is to help rural communities construct
necessary facilities at a cost that the residents
can afford. Loans and grants are structured so
that user rates and charges are in line with what
similar communities with similar facilities are
paying. While it can be argued that factors other
than household income can be used to determine
ability or willingness to pay, U.S. Censusinfor-
mation seems to be the only information avail-
able on a consistent basis throughout the country.
Of the various Census income figures, RUS
believes that MHI is most appropriate to set
interest rates and maximum grant levels.

Information about RUSloans and grants
is available through state Rural Development
offices. For the phone number of your state
Rural Development office, contact the National
Drinking Water Clearinghouse at (800) 624-8301
or (304) 293-4191. Thelist is also available on
the RUSWeb site at http://www.usda.gov/
rus/water/states/usamap.htm. $




Evaluating Communities’Financial Capacity

by Raymond J. Supalla
Professor of Agricultural Economics, University
of Nebraska-Lincoln

Current federal loan and grant programs
usually assess financial capacity using median
household income data, supplemented by
income-based poverty measures. This approach
may be inadequate, because it does not consider
income distribution or wealth as an indicator of
ability to pay user fees or as an indicator of
community taxing capacity, both of which
should be a consideration in defining financia
capacity. The primary purpose of this analysis
was to evaluate alternative measures of finan-
cia capacity in terms of both equity and
dlocative efficiency.

In our analysis of 439 Nebraska communities
with a population of 5,000 or less, we first
examined the correlation between household
income and wealth to decide if different meas-
ures of financial capacity were likely to result in
adifferent ranking of communities in terms of
financial need. It was found that the correlation
between median household income and real
property valuation per household was 0.65,
which means that there were many communities
with low incomes and high wealth, or high
income and low wealth (Figure 1).

A community's financial capacity in dollars
per household per year was defined as 0.05 (1/2
of one percent) of average household vauation,
plus a variable share of household income that
ranged from zero percent for those households
with an income of less than $5,000 per year to
1.0 percent for those with incomes of $50,000 or
higher. Variable shares were used because higher
income households could afford to pay a higher
percentage of their income for sewer and water.

the need for appropriate targeting criteriato insure
that the available loan and grant resources go to
the communities with the least financial capacity
relative to expected sewer and water costs.

Our analysis of the Nebraska case suggests
that the widespread use of median household
income as a targeting criterion may be inade-
guate. When the 439 Nebraska communities
were ranked from most needy to |least needy, the
rankings were very different for the alternative
criteria. The nine communities listed in Figure 1
illustrate the significance of alternative criteria
Note, for example, that the community of Burr
was the 25th most needy community using medi-
an household income, but the 279th most needy
using both income and wealth as reflected in the
estimated financial capacity value. Conversely,
the city of Nemaha rises from the 313th most
needy using median household income to the
154th most needy using financial capacity.

The overall implication of these findingsis
that if the trend toward fewer federal transfers
to state and local government continues, more
complex measures of community need than are
commonly used today will be necessary to meet
community sewer and water needs efficiently
and equitably.

The research reported here was supported
in part by the Partnership for Rural Nebraska
through the University Center for Rural
Community Revitalization and Development.
Readersinterested in more detail are invited to
write for a copy of Supalla, Raymond J. and S
Ahmad, “ Defining the Financial Capacity of
Rural Communitites to Meet Sewer and Water
Needs,” Report No. 175, Department of
Agricultural Economics, University of Nebraska
- Lincoln, Lincoln, Nebraska 68583-0922. $

PED k CON

“Our analysis of the
Nebraska case
suggests that the
widespread use of
median household
income as a target -
ing criterion may

be inadequate.”

The resulting estimates of community
financial capacity ranged from $9 to
$110 per month. Twenty-five percent of
the communities had a capacity of less
than $22 per month and 50 percent had

Community Rank by Alternative Measures of
Ability to Pay for Sewer and Water Services

a capacity greater than $75 per month.
The estimated financial capacity
values reflect aweighting of income by
class and a weighting between income

Community Population

Median HH  Average HH
Income Income

Rank, 1 is Poorest and 439 is Ri

Median Income $ Financial
Property Value
Weighted Equally

Capacity
Value

chest Community

Alda 540 296 188 366 426
and wealth. The relative weights Burr 75 25 45 222 281
assigned to each component addressthe | carleton 144 29 100 193 279
issue of equity between communities. Garland 247 427 378 285 286
Policy makers who believe that this defi- |  Gordon 1,803 171 256 230 264
nition unfairly measures the ability to Nemaha 188 313 295 190 154
pay of different communities may wish Primrose 69 58 31 217 241
to change the variables or the weights. Salem 160 7 49 5 11

The most significant policy implica- | Trenton 656 30 118 21 62

tion resulting from the analysis concerns
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“Water districts
should establish
corporate policy
through their
bylaws to protect
their board and
staff. Additionally,
D&O insurance
should be
purchased to
back up their
corporate policy of
protecting directors

and officers.”

Steve Levy,
Maine/Atlantic State
Rural Water
Association

Directors and Officers Liability Insurance:
Can you afford to be without it?

by Margaret Caigan McKenzie
NDWC Contributing Writer

Editor’s Note: Thisarticleisthe secondina
series on liability insurance coverage for small
drinking water plants. Thefirst article, “ Liability
Insurance: Does Your System Have Adequate
Coverage?” appeared in the Winter 1999 issue
of Water Sense. It isimportant to remember that
insurance requirements and coverages vary from
State to state.

You've worked long, hard hours for many
years to acquire your personal possessions: a
comfortable home, two cars in the driveway,
yearly vacations, and even alittle money in a
retirement fund. Life is going just as you
planned. Then, bang! Someone files alawsuit.
And why? It could be for any number of reasons,
including a decision you made in good faith
based upon the information you had available
at thetime.

Every day the dozens of decisions water
plant managers make carry the possible price tag
of litigation, not only against the company, but
also againgt its managers. Fortunately, you do
have protection, that is, if you have the foresight
to purchase directors and officers (D& O) liabili-
ty insurance.

Clint Deiley, vice-president of sales/program
manager for Grundy Insurance in Glenside,
Pennsylvania, says, “Before the Clean Water Act
[CWA] of 1974, insurance companies branded
water companies as high-risk clients because the
commodity (water) was unknown. Water compa-
nies were unregulated, so lawsuits claiming fail-
ure to supply and product contamination pervad-
ed the industry. But with passage of the CWA
and the 1996 Safe Drinking Water Act (SDWA),
insurance companies were able to view water
companies in amore positive light.”

There Are Misconceptions about
Coverage

Although passage of the CWA and the
SDWA has made liability insurance for water
companies easier to get, many water plant man-
agersdon’t view its cost as a necessary expense.
For example, some managers hold on to the false
security that smaller companies are insulated
from lawsuits. But Deiley can cite cases where
suits have been successfully pursued against
small water companies.

For example, if an offer to buy awater com-
pany was refused by the operators, directors, and

8 Water Sense Spring 1999

officers of the water company, shareholders
might sue, concluding that the decision not to
sall was based on the interests of the employees
and not on the interests of the company. In addi-
tion, customers might file alawsuit claiming
they were denied the opportunity to receive bet-
ter services that would have been offered by the
new water company.

Still other managers believe that they are well
protected from lawsuits because their company
has purchased employment practices liability
insurance. While employment practices lawsuits
are acommon liability claim against directors
and officers, this classification of lawsuits com-
prises less than half of al liability claims filed
against directors and officers, according to vari-
ous industry sources. The remaining claims are
filed for avariety of other reasons including:
breach of fiduciary duties, conflict of interest,
discrimination in providing goods and services,
and negligence.

One of the most common misconceptions
about liahility insurance is the mistaken belief
that the company’s bylaws or charter protects
managers by limiting their liability. However,
Steve Levy, executive director of the Maine/
Atlantic State Rural Water Association says
“Therole of D& O insurance [for non-profit
corporations] is to protect the director and offi-
cers from liability as the result of their acts or
the acts of others while doing their job. Water
districts should establish corporate policy
through their bylaws to protect their board and
staff. Additionally, D& O insurance should be
purchased to back up their corporate policy of
protecting directors and officers.” Levy points
out, though, that the level of protection that a
D& O policy can provide might be limited by
state and federal statutes and regulations that
restrict protection.

Other managers may think that the fight is
over once the company is bankrupt. But alaw-
suit can live long beyond the life (solvency) of
acompany. Daniel Fellerman, assistant vice
president of CNAFinancia Insurance Middle
Markets Division says “Personal liability contin-
ues whether or not a director or officer is still
affiliated with the company that is sued or if the
company is no longer solvent.” This could mean
that a court could force you to sell those person-
al assets you worked so hard to attain so that the
money can be used to pay a plaintiff’s damages.
Continued on next page




Continued from previous page
Settlement Costs Are High

A water company’s costs for compensatory
and out-of-court settlement costs caused by law-
suits could devastate the financial stability of a
water company. For example, 21997 D& O
liability survey by Watson Wyatt Worldwide
found that D& O claimsin 1997 averaged nearly
one-million dollars.

Some managers think the cost of D& O liabil-
ity insurance is too great a drain on the company
budget, but the extralayer of protection D& O
insurance can afford the company could prove to
be money well spent should a lawsuit ever arise.

Who files lawsuits and why?

Fellerman explains that lawsuits can and
have been successfully filed by employees,
shareholders and investors, competitors, and
third parties. Other than employment practices,
some of the most common sources of litigation
stem from alleged (or actual) breaches of the
following corporate duties:

* Duty of care—the obligation to perform

your duties with care and diligence.

* Duty of loyalty—not making personal gain

through the use of your position, for exam-

computer systems. “ Computers are relatively
cheap, so it’s not a big expense to put in new
systems. | don’t see Y 2K being a problem in
supplying water. As long as we have electricity,
pumps, and water, there shouldn’t be a disrup-
tion in service. The primary problem | see will
bein billing customers.”

Many insurance companies are playing it
safe, though, and as policies come up for renew-
a, are excluding D& O coverage that relate to
Y 2K problems. Other insurance companies are
placing alimit on Y 2K-related coverage. This
means that the amount of coverage the water
plant can buy will be proportiona to the amount
of effort it expends in becoming Y 2K compliant.
This protects insurance companies from footing
the bill for claims that could have been prevent-
ed in the first place had the company taken some
precautionary steps.

Are you a gambler?

You may never need your D& O liability
insurance, but the statistics gathered by the
insurance industry about D& O claims don't sup-
port that choice. Choosing to exclude D& O
insurance from your insurance coverage could
Continued on page 10

ple, aconflict of interest; and
* Duty of obedience—the obligation to
abide by all corporate statutes, regula-
tions, company bylaws and charters.
Some lawsuits might be handled quickly
and inexpensively, but other lawsuits could be
costly, such as in the case of suits filed by
shareholders or investors against directors and
officersin closely-held companies fo breach
of fiduciary duties. Watson Wyatt Worldwide
Survey points out that in 1997, almost 33 per-
cent of al claims were filed by shareholders.

Insurance Protects Against Year 2000
(Y2K) Problems

Insurance companies expect many of the
lawsuits involving Y 2K problems to be based
on alleged mismanagement or waste of assets
and to be laid at the doorstep of officers and
directors. “These lawsuits will assert that offi-
cers and directors knew that the company had
a big problem and didn’t reveal it or that they
mismanaged the situation,” says Bill Brown,
executive vice president of claims, CNA's
Financia Insurance. (See the Summer 1998
issue of Water Sense for an in-depth feature on
Y 2K and water systems.)

Deiley says that many water companies are

Key Points of D&O Explained

Clinton Deiley, vice-president of Grundy
Insurance, suggests water companies insist that
the following key areas be included in their D&O
insurance policies:

« Entity Coverage—if the entity (water com-
pany) is not covered and it is named in a
lawsuit along with directors and officers,
the water company might be required to
pay half of the legal costs. If the entity is
covered along with the directors and offi-
cers, then the insurance company picks
up all legal costs.

Prior Acts Coverage (with no retroactive
date)—protects the current board of direc-
tors from lawsuits that result from decisions
made by a previous board of directors for
which the current board of directors had

no knowledge.

Duty to Defend—insurance company must
have the consent of those being insured
prior to settling a claim. Even with D&O lia-
bility insurance, though, you generally are
not protected from claims based upon crimi-
nal, fraudulent, or dishonest conduct.

handling the Y 2K problem by upgrading their
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EPA Releases Y2K Policy

The U.S. Environmental Protection Agency
(EPA) recently released the Y 2K (Y ear 2000)
Enforcement Policy designed to encourage
prompt testing of computer-related equipment
used in wastewater and drinking water operations.

Under this policy, EPAwill waive 100 percent
of the civil penalties that might otherwise apply
and will recommend against criminal prosecu-
tion for environmental violations caused during
specific tests that are designed to identify and
eliminate Y 2K -related malfunctions.

Facilities must design and conduct the tests

well in advance of 1-1-00, conduct the tests for

the shortest possible time necessary, immediately
correct any testing-related violations, and meet
other specified conditions that ensure that human
health and the environment are not compromised.
The policy can be found on EPA's site at
http://es.epa.gov/oecaleptdd/ocy 2k.html.
Comments may be directed to Gary A. Jonesi,
Office of Regulatory Enforcement, at 202-564-
4002. Hise-mail is jonesi.gary @epa.gov.
Additional information about the Y2K issue may
be found on the NDWC's Web site located at
http://www.ndwc.wvu.edu. $

Public Relations Kit Available for Systems

Public relations is often the cornerstone of
building public awareness and support for small
drinking water system projects. And to help sys-
tems improve their awareness with customers,
the National Rural Water Association (NRWA)
has developed a public relations kit.

The “Quality On Tap!” kit features examples
with instructions for tried and true public rela-
tions tools that systems can personalize and use.
The package includes sample press releases,

newsletters, bill stuffers, water quizzes, logos,

Can you afford to be without it?

school exercises, door hangers, and designs for
decals and stickers. Together, these tools can
help small systems educate customers about the
quality drinking water they provide.

The Quality On Tap! kit isavailable free to
NRWA members by contacting state affiliates or
the NRWA's national office. Sate affiliate con -
tact information can be found by accessing the
NRWA's Web site at www.nrwa.org or by calling
Wendy Quarles at (580) 251-9081. $

Continued from page 9
very well be a costly gamblein

Did you know?

today’ s litigious society.

For more information about
D& O liability insurance for small
drinking water plants, contact
Clint Deiley (Grundy Insurance)
toll free at (877) 338-4004, exten -
sion 15. You may also contact
your local insurance agent or
broker.

Grundy Worldwide Insurance
is affiliated with, though not
endorsed by, the National
Association of Water Companies
(NAWC). The NAWC is the only
national trade association that
exclusively represents the private
and investor-owned water utility
industry. The NAWC Web site
addressis: http://www.nawc.org.

The opinion presented here
does not represent the opinion
of any CNA company. $

The plaintiff's bar in California has filed mass tort lawsuits
against a number of public and private California water sup-
pliers for allegedly delivering contaminated water? And, in
some cases, claims seek damages for contaminants that
could not be detected at the time of the alleged damage.

According to various members of the water industry, these
new tort cases could present the following problems for them
as well as for state and federal regulators:

» Having 12 jurors in a state courtroom setting national
drinking water standards that may differ from those set
by the federal and state agencies under the regulatory
process;

« Sudden and huge increases in water costs to cover the
substantial costs for defense and, if the suits are suc-
cessful, the catastrophic judgments against utilities and
public agencies.

The U.S. Environmental Protection Agency has stepped in
and asked its general counsel to look into the lawsuits. Water
companies have asked the California Public Utility
Commission to find these lawsuits invalid since the systems
met water standards that were established at the time of the
alleged events.
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What's in store for small systems?

Continued from page 1

Evaluation. Define your system’s perform-
ance, from income and expenses to cost of pro-
duction per 1000/gallons.

Resources. Plan for, obtain, manage, and
safeguard dollars that get you the other resources
you must have: People, facilities, equipment,
capital improvements, etc.

Vision. Define your system’s future.

How do you tell if your system is addressing
all POSCERV elements? Just ook at your
monthly board meeting agendas for the past 18
to 24 months. They should have included all
seven elements.

Modern water utilities have one primary job:
protecting public health. You do that by provid-
ing high quality water in the quantities your cus-
tomers need. POSCERV' s payoff? Your utility
will be doing what it must to produce water
today, tomorrow, and in the next century.

Ratings From the Trenches

In print, at conferences, and on the Internet,
many issues deserve attention as the millennium
comes to a close. Seven small system experts
were asked about their opinions on several
national issues. (See sidebar on page 13.)
The informal survey isn't scientific . . . but
it isilluminating.

Adequate funding is always everyone's top
need. So, funding was removed from the discus-
sion list.

What remained? Seven issues that cross the
spectrum of management topics. Each expert
was asked to assign arating: (1) very important;
(2) important; (3) somewhat important; and (4)
not important. Figure 1 (below) shows the
seven issues and the ratings they received
from these experts.

Issue 1: Educate customers and the
public about needs and costs.

“We have a product in the water industry,”
said Kasey Monroe, Kemp Construction, Sherrills
Ford, North Carolina. “We have to start treating
it as such. If the public doesn’t understand the
importance of quality and associated costs, then
the public won't support the cost of additional
facilities, operators, and maintenance. More and
more people are spending alot of money on a
bottle of water, but they don’t understand why
they need to spend more money for tap water.”

While media attention has made consumers
more aware of water quality, some small systems
haven't kept up in informing the public. “We
have to convince people that we are doing a
good job but need to hire a professional opera-
tor,” commented Liz Grove, general manager,
Clarence Cannon Wholesale Water Commission
in Missouri. The upcoming SDWA-required
Consumer Confidence Report (CCR) might
confuse some people. While CCRs will contain
needed information, there is concern about how
to present the facts.

Continued on page 12

"When you're deal -
ing with public
funds, you have to
be very conscious
of how and
why you are

spending money."
|
Brad Mears, City

Administrator, City
of Holton, Kansas

Fig. 1 Ratings by seven small system experts

Very Somewhat Not Single most
Issue Important Important Important Important important?
@ @) 3 4
1. Educating customers and the public 4 1 2 0 3
about needs, costs
2. Writing and using a long-range plan 4 1 2 0 3
3. Owners understanding major do’s and 2 4 1 0 0
don’ts of big construction projects
4. Enabling employees to solve more prob- 4 1 1 0 0
lems on their own
5. Improved productivity through computer- 3 4 0 0 0
ized methods, e.g., customer billing,
SCADA 3
6. Cooperative arrangements with nearby 5 2 0 0 0
systems that stretch dollars
7. Expansion or consolidation in surround- 4 1 1 0 0
ing areas

(May total to less that 7 due to no response)
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What's in store for small systems?

Continued from page 11 * “Planning for any entity isimportant,” said
Worried about preparing your first CCR (due Holton, Kansas, City Administrator Brad

between April and October, 1999)? Both the Mears. “Y ou need to have adirection and

National Rural Water Association (NRWA) and sense of where you are going, whether you

the American Water WorksAssociation (AWWA) do it formally or informally.”

have templates that small systems can use (see

the end of this article for more information on Issue 3: Owners need to understand

NRWA and AWWA CCR templ ates). the major do’s and don’ts of big

construction projects.

Issue 2: Write and use a long-range plan. The consulting engineer is akey player. Most

“Being proactive iskey,” said Kent Watson, small systemsrely on their engineer or another

general manager, Wickson Creek, Texas, Special consultant to understand the ins and outs of the
Utility District. “Planning is at the top of the list; | contract process. The key element is trust

without that plan you're in trouble.” between the owner and the engineering firm.
John Baerg, Red Rock, Minnesota, Rural (For more information on selecting a consulting
Water System, agreed. “We must do morelong- | engineer, see page 3.)
range planning and paying attention to what Board understanding helps get the best use of
our customers say they want: quality and money and the best design. “ The board should
dependability.” be educated on every aspect of the project,” said
Other points include: Nathan Anderson, general manager, Rural Water
« Planning isimpractical due to the rapid District 2 of Wabaunsee County, Kansas. “My
rate of change. job as manager isto do the close scrutiny of the
» Some small systems don’t have the know- project. If the board isn’t informed, it can’t
how to plan but could be forced out of make good decisions.”
business without it. However, governance body over-involvement
* The 1996 SDWA's requirement for technical, | isto be avoided. Daily visits by the mayor to the
managerial, and financial capacity means construction site or calls to the contractor can
having a plan to demonstrate capacity. Continued on next page

Countdown quiz

If your system ready for 2000? Assign grades to find out your system’s score.

A B C D F

. Tests are underway for Year 2000 computer/software problems.

. Our Consumer Confidence Report will meet the April-October,1999 deadline.
. We use our master plan’s priorities when making annual budgets.

. Our vision statement covers at least 10 years.

We have refinanced and/or repay the maximum debt possible.

. The system pays for each employee to attend training annually.

. Each employee gets evaluated annually in writing.

. The media is our partner in keeping customers informed.

. We use productivity tools such as pagers, computerized accounting systems, etc.
. We use the Internet to keep up-to-date and reduce long-distance phone bills.
. Our cash flow covers operations, debt service and reserves.

. Our customers understand the costs of producing quality water.

©O~NOUAWNPR

=
o

=
=

=
N

Scoring A=15, B=10 C=5, D=1, F=-5

170+ Home run! Your board/council should be giving workshops at annual conferences.
140-169 It's a double, but your system can do better. Mr./Mrs. Manager, make recommendations
to your board on ways to improve.
100-139 Just average. Schedule needed topics for upcoming board meetings.
<100 Back to basics! Your board/council needs to pay attention to all elements of POSCERV.

Warning: Micromanagment may be just around the corner.
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Continued from previous page
lead to big problems, or even lawsuits. “All of
those things [concerning construction projects]
are issues that don’t need to be micromanaged,”
Watson noted.

Mears summed it up: “When you're dealing
with public funds, you have to be very conscious
of how and why you are spending money.”

Issue 4: Enable employees to solve more
problems on their own.

People learn through solving problems.
Sometimes they’ll be successful, other times not.
“Many are solving problems the best they can,
given the resources they have available,” stated
Dennis Knipmeyer, operations manager,
Consolidated Public Water District Number 2,
Lafayette, Johnson, and Saline Counties,
Missouri.

Managers should offer guidance while let-
ting employees take the lead. “I love for an
employee to say ‘Why don’t we do it that
way? Especially when younger employees
look at things differently,” commented Watson.

“As demonstrated by Disney and Ford, if
you give employees an ownership feeling,
their performance is enhanced” said Monroe.
“Therefore, the product is better.”

Other experts stressed the link between
training and solving problems. Sometimes
boards/councils just send employees to free
training, whether or not it applies to them.
That can be of specia concern in states with
mandatory continuing education credit (CEU)
for operators. “If you're going to keep profes-
sional staff for professional operations, you
have to spend the needed money on training,”
Grove said.

Issue 5: Improved productivity through
computerized methods.

“It depends’ was a common response to this
issue. If asmall system has 15 customers, itisn’'t
effective to spend $2,000 on a billing program.

For others, though, computerized productiv-
ity tools are a“must have.” Regardless of size,
a utility must operate efficiently. The lowered
cost of today’s computing power put them
within reach of even very small systems.
“There' s no sense in putting information down
on paper when you can put it on a computer
and push a button,” Anderson said.

And, there may be benefits to computers
that you haven't considered.

What, there's a'so a PR benefit to teleme-
try? Y es, because it does more than permit mon-

itoring and manipulating a far-flung system.

It improves reliable service to customers.
“Telemetry responds before there is a problem,”
Watson said. That gives the manager time to
make decisions. Watson's district has used
telemetry for three years. “It’ s unbelievable how
much it has helped. It has saved me in water
outages and water |0ss,” he noted. The outcome?
Improved customer relations due to amore
reliable system.

Knipmeyer observed about systems who
don’t take advantage of technology: “It'slike
using horses, not cars. You can still get there,
but it takes a lot longer and is harder.”
Continued on page 14

Meet the Experts

Seven people were asked to discuss major national
trends as the millennium comes to an end. All are profes-
sionals who work daily in small systems, as well as playing
a larger role in their state or nationally.

Nathan Anderson, general manager, Rural Water
District 2, Wabaunsee County, Kansas. It has 479 connec-
tions. He is also Kansas Rural Water Association’s 1998
Rural Water Manager of the Year.

John Baerg, board member, Red Rock, Minnesota,
Rural Water System, which serves approximately 350 con-
nections and several small towns. He is also director,
National Rural Water Association.

Liz Grove, general manager, Clarence Cannon,
Missouri, Wholesale Water Commission, which serves 3.6
million gallons/day to 16 communities in northeast
Missouri. She is also a member of the Missouri Safe
Drinking Water Commission.

Dennis Knipmeyer, operations manager, Consolidated
Public Water Supply District No. 2, Lafayette, Johnson, and
Saline Counties, Missouri. The district serves 2,070 con-
nections and three small towns. He is also a board mem-
ber of the Missouri Rural Water Association.

Brad Mears, city administrator, Holton, Kansas.
Population served is about 3,200 with an annual 5.5 per-
cent growth rate in water sold. He is also a board member
of the Kansas Association of City Managers

Karen M. “Kasey” Monroe, general manager, Kemp
Construction, Sherrills Ford, North Carolina. Her firm pro-
vides maintenance, repairs and upgrade services to small
water/wastewater utilities. She is also a member of the
American Water Works Association’s Small System Policy
Committee.

Kent Watson, general manager, Wickson Creek,
Texas, Special Utility District. Located about 100 miles
northwest of Houston, it serves about 2,000 connections
over 165,000 acres. He is also president of the Texas
Rural Water Association.
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"Cooperative

arrangements are a
cost-effective way to
deliver water that
protects the public’s
health while
supporting your
community’s

quality of life."
]

What's in store for small systems?

Continued from page 13
Issue 6: Cooperative arrangements with
nearby systems.

For some, the term “ cooperative arrange-
ments’ needed to be clarified. They liked the
idea of sharing technology, costs, and tasks.
However, mergers with other systems were
much less appealing (see issue #7). The poten-
tial for loss of identity and independence made
all the difference.

SDWA requirements will make a difference,
too. Operator certification; technical, managerial
and financial capacity to maintain compliance
with drinking water standards; annual CCR; and
surface/groundwater treatment rules are just afew
must-do’s that may start a new train of thought.

Where smaller systems don’t have the finan-
cial base or numbers of customers, shared
arrangements with neighbors could help. In some
cases, systems might even need to study mergers
in order to provide safe drinking water. “A child

who livesin a 25-vehicle trailer court deserves
the same high quality of water as a child who

lives in Charlotte, North Carolina,” Monroe said.

“We are sharing supplies to keep low inven-
tory,” John Baerg reported. His rural water sys-
tem shares construction equipment with the local
electric co-op.

On alarger scale, utilities across the country
are working together to build new treatment
plants, buy and sell water from each other, or
create wholesale water districts (see sidebar
below). Within counties, across county lines,
throughout watersheds, and even across state
lines, voluntary efforts grow steadily. Districts,
associations, municipalities, and other entities
increasingly work together. Cooperative arrange-
ments are a cost-effective way to deliver water
that protects the public’s health while supporting
your community’s quality of life.

Issue 7: Expansion or consolidation in
surrounding areas.

Thisissueis controversial due to the feared
loss of local independence and initiative.
However, severa experts saw expansion or con-
solidation as inevitable for some small systems.
Continued on next page

Cooperation + New Technology = Benefits

Three rural water districts and a small commu-
nity in Pottawatomie, Wabaunsee, and Jackson
counties in northeastern Kansas, share more than
common borders. All plan membrane filtration
plants—rare in Kansas. All use Bartlett & West
Engineers, Inc., as their consulting firm.

Newly formed Rural Water District 4 of
Pottawatomie will serve approximately 350 rural
homes and farms. It will sell water wholesale to
two municipalities, a private company, and one
rural water district. The proposed $3.5 million
reverse osmosis (RO) plant will reduce hardness
levels from nearly 470 parts per million (ppm) to
approximately 150 ppm. "Our goal is to be operat-
ing in mid-2000," said Board President Eldon
"Bud" Crouch.

Nearby, Wabaunsee Rural Water District
(RWD) 2 is studying nano-filtration, a membrane
process in which pores are slightly larger than in
reverse osmosis (RO). Currently the district uses
115,000 gallons a day for its 479 connections. The
new plant would only treat 70 percent of its hard
well water with the remainder bypassing the mem-
brane process to provide a resulting blended hard-
ness level acceptable for potable use. "We are
looking forward to less hardness for people and
animals," said General Manager Nathan Anderson.

He noted that dairy cattle research shows that
water lacking high hardness levels is beneficial.

In Jackson County, a municipality and RWD

are developing a joint treatment plant in which
membrane filtration may be used. "We hope to be
selling water in 2000," City Administrator Mears
said. The City of Holton and Rural Water District 3,
Jackson County have formed Public Wholesale
Water Supply District #18. Currently, they are the
only two customers. Members from the city and
from the rural water district will make up the five-
person wholesale district board.

How do these water utilities benefit from their

proximity and having the same engineer?

1. They keep in close communication concern-
ing costs, plans, and options.

2. They may do joint purchasing of treatment
equipment.

3. Their engineers share studies for one sys-
tem with the other, saving both time and
money.

4. They benefit from an engineer with consid-
erable experience with membrane treat-
ment processes.

5. They may be able to share operators, sup-
plies, and repair of equipment.

14
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Continued from previous page

Why? One reason is meeting the technical,
managerial, and financial (TMF) capacity provi-
sions of the 1996 SDWA. “Y ou have to know
what you are doing,” said Watson. “It's not a
mom and pop industry anymore. There will be
some consolidation and mergers within most
states. I’m not advocating one central utility, but
there will be a smaller number of systems.”

Others saw the discussion of expansion or
consolidation increasing as the need for regional
water sources grows. Aging systems plus SDWA
requirements will mean that two or three systems
will go together. “ Showing capacity will be cru-
cial when systems put in aloan application for
SDWA state revolving funds,” noted Knipmeyer.

How to keep up on thisissue? Start with your
engineering firm and the primacy agency’s
regional office.

What's the top pick?

Which of the seven mgjor issues was the
single most important one? It was atie. Three
people chose issue #1 (educate customers and
the public about needs, costs); three selected
issue #2 (writing and using a long-range plan);
and one opted not to vote.

One expert, when commenting on educating
customers, said “Don’t forget to educate the
board/council and office holders. They are the
ones who have the final say and control purse
strings.”

Another expert, remarking on long-range
planning, said “along-range plan will address the
technical and training aspect as well as business
and financial areas. Those are absolutely neces-
sary to make our product and make sureit’s
good.” Another added, “Long-range planning
lays out a plan to use limited resources wisely.
It helps us deal with our neighbors, neighboring
systems and in setting up how we work together.”

Tips for New Managers

Feeling overwhelmed about the big industry
issues? The experts have the following tips for
new managers:

“Contact your state drinking water authority,
especialy the state employee within your region.
Pick that person’s brain. Make him/her your
friend and advisor; this person will be the best
friend you can make in the industry,” advised
Kasey Monroe.

“Stay informed and stay on top of the issues,
whether regulatory or operational. Stay in con-
tact with associations and regul atory agencies.
Maintain those communications lines,” said
Brad Mears.

“Build positive relationships [with the state
rural water association; also the local regiona
primacy agency office.] They are the grassroots
regulators and you need to get to know them,”
stated Liz Grove.

“Get involved with professional organiza-
tions [such as your state' s rural water association
or AWWA section]. Those organizations strive to
get information out to people who are responsi-
ble. Subscribe to publications and read them,”
Dennis Knipmeyer recommended.

“Keep up with regs from EPA. Try to educate
yourself on new regs and be ready for anything,”
said Nathan Anderson.

“Always surround yourself with good people.
Hire good employees, engineers, attorneys, and
bond counsel. All of these people that you hire
make you look good and the utility look good.
You'll get the job done right,” Kent Watson said.

“Water and wastewater are becoming more
important. Quality water resources are becoming
so limited that we will have to learn how to allo-
cate,” observed John Baerg.

And the Final Word Is

The past 25 years have seen drastic changes
in the drinking water industry. From regulations
to computers to public expectations, it's a very
different world today.

As the millennium winds down, drinking
water boards and councils have the chance to
step back, to look at the larger picture. Put these
major issues on upcoming monthly agendas:

* Educate customers and the public about

needs and costs,

» Write and use along-range plan,

» Owners must understand the major do's
and don'ts of big construction projects,

 Enable employees to solve more problems
on their own,

« Improve productivity through computerized
methods such as bookkeeping, customer
billing and accounts, telemetry, SCADA,

* Use cooperative arrangements with nearby
systems, and

« Consider expansion or consolidation in
surrounding areas.

Talk about how these issues might affect your

system over the next severa years.

Yes, most of us yearn for things to stay the
same. But if we don't take charge of our utility’s
destiny, someone else will. Discussing the larger
issues helps the board/council see its options.
That’s how your system can deliver quality
water today, while planning for tomorrow. $

COVEFRE s§TORY

For more information
about CCR, both the
NRWA and the AWWA
have templates that
small systems can use.
The NRWA may be
reached at (405) 252-
0629 or on the Web at
www.nrwa.org. The
AWWA maybe reached
at (303) 794-7711 or at
WWWw.awwa.org.

Brian Hoellein may

be reached at (785)
272-2252 or via
e-mail at B_Hoellein@
bartwest.com.

Ellen G. Miller may be
reached at (913) 888-
9029 or via e-mail at
emiller@unicom.net.
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Management Products Available From the NDWC

Note: The free items listed below are limited to
one of each per order. Call (800) 624-8301 or
(304) 293-4191 to order products. Please allow
three to four weeks for delivery, Actual shipping
charges are added to each order. NDWC
products also may be ordered via e-mail at
ndwc_order s@ndwc.wvu.edu. Products are
subject to availability. Please verify price

when ordering.

B Regionalization Options for Small

Water Systems

Item# DWBKDMO08

This 1983 book describes many forms of
regionalization and analyzes the associated bene-
fits; costs; and financial, legal, organizational,
and political aspects. Case studies illustrate the
kinds of regionalization options available. Also
included are methods to help communities evalu-

ate and tailor options for their particular situation.

Cost: $0.00

| Utility Manager’s Guide to Water and

Wastewater Budgeting

Item# FDBLFN13

This 1994 user-friendly booklet presents
financial concepts that are helpful to water or
wastewater utility managers when developing
their annual budgets. Offered are sources of
possible revenue, expenses to consider, sugges-
tions on gaining public support, and examples
to assist with developing revenue and expense
trends information.

Cost: $0.00

National Drinking Water Clearinghouse

West Virginia University

P.O. Box 6064

Morgantown, WV 26506-6064

ADDRESS SERVICE REQUESTED

B Looking at User Charges: A State Survey

and Report

Item # FDBLGNO4

This 1987 document provides information on
conducting community survey to structure
appropriate user charge systems. It includes a
survey form, instructions, and a data analysis
worksheet.

Cost: $5.20

B Management of a Construction Project:

An Opportunity and a Challenge

Item# FDBRMGO06

This brochure offers tips to help municipal
officials hire project managers, develop manage-
ment plans, and apply a team approach to project
management.

Cost: $0.00

B Alternative Funding Study: Water Quality

Fees and Debt Financing Issues

Item # DWBKFNO8

This 1996 study evaluates specific revenue
sources to increase capital investment in local
drinking water and wastewater related projects.
It focuses on funding from federal, state, or local
fees to supplement existing subsidies. It also
looks at the expanded use of debt financing.

Cost: $19.55
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