Smart Management for
Small Water Systems

Identifying and Overcoming Challenges to
Successful Water Utility Partnerships

September 11, 2015

(U
P )\
E FC N Americ;n Water Works ﬂ UNC This program is made possible under a

A iati ENVIRONMENTAL i i
) environmenta ina ssociation mab i g cooperative agreement with EPA.

A

AT www.efcnetwork.org ’“| UNC

Small Water Systems ENVIRONMENTAL FINANCE CENTER



www.efcnetwork.org

Director, UNC
Environmental
Finance Center

Faculty, UNC School
of Government

Past/”Recovering”
Small Water System
Utility Director




The Smart Management for Small
Water Systems Program

What We Offer

Individualized technical assistance, workshops, small group
support, webinars, elLearning, online tools & resources
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Areas

* Asset Management « Water Loss Reduction

« Energy Use and Efficiency « Working with Other Water Systems
* Meeting Regulatory Compliance * Financing

» Fiscal Planning and Rate Setting * Funding Programs

« Multi-funding Coordination « Managing Small Utilities in Drought

« Communications and Decision-making



About the Environmental Finance Center Network (EFCN)

The Environmental Finance Center Network (EFCN) is a university-
based organization creating innovative solutions to the difficult how-
to-pay issues of environmental protection and improvement. The
EFCN works with the public and private sectors to promote

sustainable environmental solutions while bolstering efforts to
manage costs.
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Today’s Topics

1.
2.
3.
4.

Why partner?
Types of partnerships
Common barriers to partnering

Strategies and tips for crafting successful
partnerships

Questions/Comments

b
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does your utility serve?

Under 500

501 to 1,000
1,001 to 3,300
3,301 to 10,000
Over 10,000

www.efcnetwork.org



Handshakes about cooperation

Strategic service (billing, purchasing) partnerships
Emergency mutual aid agreements
Bulk/wholesale water sales agreements
Management contracts

Joint management/ownership entities (authorities)

Ind someone to take over the business

aaaaaaaaaaaaaaaaa
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What key advice would you give your
peers in increased partnering?

Use question function to type in a few sentences of
advice.

We may read a few of them during the webinar.

Sign your name, if you want to be mentioned by
name.

www.efcnetwork.org
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Benefits of Partnerships

Better service and reduced financial impact on
customers

Reduce costs through increased economies of scale

Access to capital needed to replace and improve
water-delivery infrastructure

Improve operational performance through better
access to skilled staff and advanced technologies

www.efcnetwork.org



For many, it may be the only fiscally viable
option....

* The temptation of

new

« Fewer customers
* Declining sales

Five Dangerous Financial Myths
for Small Water Systems

15 JEFFREY HUGHES 3 COl
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Poll 2: If a utility, what best describes your
situation?

Depend on the services of other utilities
Other utilities rely on our services

We rely on other utilities and others rely on us
Is independent and will likely stay that way

Is independent, but will be in a partnership within 5
years

www.efcnetwork.org



Poll 3 If a ut/l/ty, how /m,oortant IS /t for
you to maintain control in the future?

* Very

 Somewhat

 Not so much

* Happy to be rid of the thing

www.efcnetwork.org
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ity, how important is it
for you to maintain control in the future?

Happy to be
Not so Fid of the

much thing
5% 5%

Somewhat
22%

www.efcnetwork.org



P2 o Tt O SRR KT
Vi RN WS
: e N A% e
s . g’\, s &‘-"( 45 RS L —
— —_— 5, O Y. 49 1 1§
S A i

Common Concerns with

| Partnerships
Desire for autonomy

Keep options open...
Unequal sharing of benefits
Mistrust of other systems

Takes too much effort to pull off and not sure who
should lead the effort

Other: Send us your concerns with chat function!!

www.efcnetwork.org



: Northeast/Merrimack Valley
- 35 CO m m U n |ty Chemical Consortium

water systems

— Purchase supplies/
chemicals together

— Agree not to seek
2015-16 Cooperative Bid
O u t Ve n d O rS Thank you for your interest in the annual chemical procurement bid process for the Fiscal Year 2015-2016.

The contracts awarded under this bid process shall be for a period of ONE YEAR beginning on July 1, 2015

and continuing through June 30, 2016. 2015 Bid information can be accessed and downloaded below.

| ]
I n d e p e n d e nt I y All bids were opened on Thursday, May 21, 2015 at 1:00pm.

2015-2016 Bid Results and Low Bid Details can be accessed below.
Northeast/Merrimack Valley Chemical Consortium
WESTFORD WATER DEPARTMENT, 60 Forge Village Road, Westford, MA 01886
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Bulk Laboratory Services

* 100 systems in Ohio
— Organized by a for-profit full-service company

— Consortium purchases lab services in bulk on
behalf of 100 systems

— Volume discounts of 10 to 50 percent at labs

www.efcnetwork.org



-S| ENAR |
Sharing Staff: Panora and Des Moines, IA

— Panora is a small system serving 1,175
customers

— Had difficulty retaining operators

— Signed an MOU with Des Moines to allow Des
Moines to monitor the treatment plant
remotely and limiting need for on-site operator
to 2.5 hours per day

www.efcnetwork.org



Sharing Billing

MALAN PUBLIC UTIATIES

HOME

ABOUT MILAN PUBLIC UTILITIES

Customer Service

LOCATION

Milan Public Utilities

CONTACTUS

Milan Public Utilities (MPU) is located in Milan, Tennessee
and is owned by the City of Milan. The Department manages
the Electric and Water/Wastewater Systems and operates

Electric under the Mayor and Board of Aldermen. The Electric and

Water/Wastewater Systems share top management,

Water | Sewer customer services, billing, meter reading and accounting.

Tree Trimming

Each system pays its share of these expenses and has its
own financial reports.

7 Due to our goal of outstanding customer service and cost
Links savings MPU also works with the City of Milan Public Works
Department to bill sanitation charges on the utilities bill. By

sharing in this billing we all save on postage, paper, payroll,

UNC
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Asset Transfer: Ellsworth Estates, CT

— Small private HOA system serving 82 homes sold
to Connecticut Water Company, a large private
system serving 41 communities

— Sale after elderly co-operator died; other elderly
co-operator could not handle system on his own

— Now has access to 30 operators and could spread
capital costs over entire CWC system

www.efcnetwork.org



Transfer of Management and/or
Ownership: Edgecombe County, NC

» “The County has the resources to
properly operate the system and is in
a better position to apply for the
funding necessary to upgrade the
system”

Town Manager Recommendation to
Board to Allow Transfer of Assets

www.efcnetwork.org
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Asset Transfer: Mountain Regional
Water Special Service District, UT

— Consolidation of 12 public and private community
systems into one new entity

— Much greater access to paid, professional
operators

www.efcnetwork.org
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Inter-local/utility agreements: Lots
of Examples!

 5to 40 years
« Water purchase agreements
 Management contracts

www.efcnetwork.org
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What are Issues SHOULD be in writing in

your Inter-local Agreements?

« Service area boundaries

Water quality and pressure
Current and future capital costs
Commodity costs adjustments
... and more.

www.efcnetwork.org



Crafting Successful Inter-local

Agreements

http://efc.sog.unc.edu/

Format

— Questions to consider,
descriptions, example text

— Advice for getting inter-local
agreements right, avoid pitfalls

— NOT every issue that will come
up in every document

Smart Management for WWW- efcnetwork. Org

Crafting Inter-local Water Agreements
Tips relating to issues you may not have thought of or that you were hoping to avoid....
Prepared by:
UNC Environmental Finance Center
For
Public Water Supply Section

Division of Environmental Health
North Carolina Department of Environment and Natural Resources

6/24/09

Note: Example text is provided in these guidelines to illustrate different concepts. These excerpts
are designed to generate discussion and inspire development of agreement clauses appropriate
to local conditions. These excerpts are NOT presented as, nor should they be considered as,
model contract clauses that can be copied into agreements.

Table of Contents

Background 2
Topics of Consideration: 3
v What does the agreement say about each partner’s current and future service area?.................. 3
v What does the agreement say about the relationship between water service, annexation
and growth?
v How precisely does the agreement define key usage th Ids and limits?

v Does the agreement clearly outline meter maintenance and ownership responsibilities?.

v How does the agreement address water quality p ?

v How does the agreement assure that water suppliers receive adequate payment for use of
their capital? 9
v What does the agreement say about how commodity charges are calculated and modified
over time? 12
v' What does the agreement say about reselling water or Capacity?.........occooeueueremirencuecesecssaceennes 14
v What does the agreement say about water p ? 15
¥v" How does the ag! address icating and handling supply interruptions or
shortages?. 16

v What does the agreement say about the transferability of conservation status/measures?........17

| UNC

Small Water Systems

_— ENVIRONMENTAL FINANCE CENTER




A %
2 oK) -
Ry

Begin with Service

* What does the agreement say about each
partner’s current and future service area?

* Where’s the map?

 What is the connection between water and
growth?

www.efcnetwork.org
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Capital Costs

 How does the agreement assure that
water suppliers receive adequate payment
for use of their capital and for new

iInvestments?
* How precise in the language?
 Who pays for unused capacity?

www.efcnetwork.org



How is Capltal Addressed’?

Rolling capital costs into the commodity
charge with a minimum purchase clause

An upfront capacity fee
A recurring capacity fee component

Purchaser assumes a percentage of seller’s
debt service (Be Precisel!!)

Pass through retail customer impact fees
(uncommon)

www.efcnetwork.org



Commodity Charge Adjustments

* What does the agreement say about how
commodity charges are calculated and
modified over time?

— No mention (BAD)

— CPI or other index

— Cost accounting (Can be Difficult)
— Linked to retail rate

www.efcnetwork.org
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Working Together

» What does the agreement about the

transferability of conservation status/
measures?

* Does the agreement address non-revenue
revenue water or excessive inflow/
infiltration?

* Does the agreement allow for variations
due to emergencies?

www.efcnetwork.org
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Questions/Comments

* Use question function

R —— www.efcnetwork.org ﬁ UNC
=

Small Water Systems ENVIRONMENTAL FINANCE CENTER



sy -:‘ SR R WL
- R
R -/ %
- S G P
) < 2" ST 5. ¥ -5y
= — - a5 G G SR

Find Money in the Water System Budget:
Energy Management (E.M.) Webinar Series

#4: Paying for Energy Improvements

(09/16/2015)

www.efcnetwork.org
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ENERGY MGT. WEBINAR #4:
Find Money in the Water System Budget:
Paying for Energy Improvements

« 2:00 -3:00 PM EDT, Wednesday, September 16

* |nstructors:
— @Glenn Barnes, Senior Project Director, EFC at UNC-Chapel Hill
— Cory Cox, Public Utilities Director, City of Pickens, S.C.

— Frank Shepard, Energy Efficiency and HVAC Consultant
— David Tucker, Project Director, EFC at UNC-Chapel Hill

* Register here at:
http://efcnetwork.org/webinar-paying-for-energy-improvements/

www.efcnetwork.org



(IS § T e BNE W o NN S N

) S P e ¢ S ) N N - PAL I on

(%, R 3 L e ¢ N

g P S

\ ™ 2 = s 3

1 ) Sl - N e g, N N 8 oA : -
o S

Poll 4: Would you like to subscribe to the UNC
Environmental Finance Center blog? (choose one)

* Yes
* NoO

www.efcnetwork.org



Poll 5: Are you interested in technical assistance for your
small water system? (choose one)

* Yes
* No
 Would Like More Information About This

R —— www.efcnetwork.org fﬂ UNC
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Thank You

* Please fill out an evaluation
« Please consider participating in a voluntary research
survey

* Links will be sent out to you in chat box and via
email.
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Questions?
Jeff Hughes
Environmental Finance Center
UNC School of Government
919 843-4956

lhughes@sog.unc.edu
www.efc.sog.unc.edu

www.efcnetwork.org



