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B .ln troduc tion to
Res truc turm

| If you are readmg th1s booklet you care about small water
systems. - Perhaps you manage one of the more. than 50,000,
small community water systems in the United. States. Maybe"
| you provide technical assistance, training, or other services to
these systems. You might work for a local, State or federal :
regulatory or finanmal ass1stance agency :

- | No matter what you do, you probably know of small systems -

“that provide excellent service at reasonable cost. You probably - .-
| 'also know of small systems that are struggling. They want to -

provide safe water and good sérvice, but their system is run

down or their source water is of poor quality and their customers

| just can’t afford big rate increases. Maybe you know of systems "

that are doing okay today, but are concerned about their ability .

" | to continue to prov1de the best poss1ble service in the years to
come. : ‘

Small systems face many s1gmﬁcant challenges in cons1stently_- L .

-| providing, quahty serv1ce at an affordable cost. These challenges ,
'mclude . : -

- ;Detenorated physwal mfrastrueture §
- Liack of access to capital. )
- Limited customer and rate base
Lack of economies of scale. -
Limited techmcal and managenal capablhtles

' lSystems that are havmg problems now, or those that are worned"‘ |
about the future, will want to evaluate all the options available

to them for overcoming these challenges. These.options include

restructuring system management/operatlons - utilization of
| appropriate technology, financial assistance through grants or

' subsidized loans, and training and technical assistance. Most

g systems w111 probably find they need some combmatlon of these :
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Introduction to Restructuring

.,‘opti.o'ns to address their' problems. “This booklet ‘explains
_restructuring options. t ' : : .

Restructuring is a broad term referring to a wide range of
changes a small system could make in its operations,
management, or institutional structure. Simply put, restructuring
means changing the way a system does business in order to -
ensure its customers of the best possible service at the lowest
possible cost. ‘ Restructuring can be as simple as raising rates
and improving system financial management, or it can be as
ambitious as creating a regional water authority. :

The wide array of restructuring options is shown in Figure 1, |
"The Restructuring Spectrum.” The spectrum consists of five | ‘
broad categories of restructuring options. In reality, there are

. a_very. large number of restructuring options available to small
water systems if they are willing to look at old problems in new
ways and be creative. ‘ - g |

" Maintaining local control is -an important factor for many small "~
water systems considering restructuring. Most restructuring
options largely preserve local control over the water.system. As -
-you move- from left to right across the restructuring spectrum, .
there is an increasing transfer of responsibility for the water’
" system’s operation and management. 8 .

r This -booklet presents over 30 case studies of successful- small
systems restructuring. Figure 2 organizes the case studies by
- restructuring category. In addition to the case studies of systems
- that adopted a single ;estrucmring option, the stories of systems . |
. that employed more than one restructuring technique are also '
presented.. These cases are referred to as. multifaceted
restructuring. - ” E R B

‘The circumstances of each drinking water system that could” :
benefit from restructuring are unique. . Consequently, it is not -
possible to provide a structuring "cookbook" that explains step-

Regiructuringv'Small Drinking Water Systems — 2




. -Introduction to Bestruct.wing,

: Flgure 1 o
‘The Restructuring Spectrum 1
Internal - Informal Contractua_l Joint Powers Ownership ,
Changes Cooperation Assistance Agencies - Transfer ‘.
¢ Completely self * Work wrth other . Requires a - o Creation of a. new o Take over by, -
contained - systems, but - contract, but entity designedto |  existing entity * -
S . without ‘contract is under serve the systems e o
® Requires no - contractual “the system’s . tha} form it e Take over by .
cooperation or obligations’ contro! ; newly created-

interaction with
. other systems

¢ Examplés of
internal ghsnges:

- Installing
meters

Raising rates

© . Hiring.a :
qualified
operator

- Drilling a well

- -Soliciting
technical
assistance from
the state, or

_fromiocal >

-~ _organizations’

.o Exarhples of
informal
' cooperation: -

- Bulk purchases
" of sUpplies‘

- Mutual aid
arrangements

. 'System negotiates
the terms and
duration of the
contract '

e Contract ranswal
at the option of
. ths system :

AExamplas of
contract’ serwces

- Engmeermg v
- Legal
.-AO&M

. Purchasing
water

' - Supplies '

- Laboratory * '
services

* Creating systems
_ continue to-exist

_as independent .

entities

_» Requires

-~ cooperation of,
~ and possible

negotiation with, .

member systems
in areas covered

" by joint powers
agency

. Examblas of areas
covered by joint -
' powers agencies: -

e System -
_management

- Source water

© entity -

-+ Examples of
ownership
transfers:

- Apduis_ition and
physical T
interconnection. '

Acaquisition and
~ satellite.
' operation .

" -" Transfer of
_privately ]
owned system
tonewor . -
existing public
entity

Increasing Transfer of Responsibility

_by-step when and how to restructure. EPA hopes that these case”
studies; showing how very different water systems from all over:
- the United States have benefitted from restructuring, will inspire
“other small water systems to con81der how they rmght benefit
from restructurmg ‘ : '

~ .
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Introduction to Restructuring

Flgure 2

Case Studles 6f Small System Restructurmg

| Internal Informal : . : _Joint Powers . | Ownership
Changes Cooperation Contractual Assistance Agencies Transfer:
o Hurlock, e Tremonton, | Technicsl Assistance o Boone County * Quantabacook
Maryland Utah ‘, Public Water Water District;
. . ‘ e Cherokee Rural Water District #13; ‘Supply Service, Harrington,
e Vernon, » Great Falls Cookson, Oklahoma Inc.; Columbia, " Maine
. New York and Helena, R Missouri . _
’ Montana Purchased Water - o . o Trailer Village
s Dolgevills, - -« The Woodlands " Mobile Home
New York « ‘WEB Water Development Joint Powers Park;
. -Association, Inc.; Ipswnch South . Agency; Centralia, ,
e Joseph, Dakota Montgomery Washington -
Oregon :

|. o Lakewood Benefrtod Water District;

Norwalk, lowa

o Washington County Sanitary
District, Maryland

Laborstory Services
" e South Kawsah Mutual Water
Company; Thrae Rivers, California

"o Watsr Wall Tecl'inqlogies,.lnc.
“(WELLTECH); Akron, Ohio

ouM .
».County Service #33; Freestons,
California '

Management (POSOM), Florence,
Momana ’

Full Operaﬁon

c e Beckham County Rural Water #2;
Erick, Oklahoma

. e Village of Pecatonia, lllinois

e Program of Shared Operation and

- County, Texas

« East Prospect
Water :
Authority;
-East Prospect,
Pennsyivania ;i

e Greenacres .
Water Supply;
North Canaan,
Connecticut

Multifaceted Restructurmgs

o Community Water Syst'ern;
Higden, Arkansas :

« North Lakeport-County Service
District #21; Lakeport,
California

. & Warren Rural Electric
Cooparanve, ‘Bowling Groan, '

. Pumeer Electric Cooperatlvs,
. Greenville, Alabama

« Roaring Creek Water Company;
7/

Shamokm, Pennsylvama

e Consumers New Hampshrre Water
Company; Londonderry, New
Hampshire '

m—

) Lonacomng, Marvland ’

* Derry Waterworks, Derry, New

- Hampshwa

o Homestead Municipal Utility District;

El Paso, Texas

. Roleéville, North Carolina.

e p—
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o The snnplest form of restructurmg that a drmkmg water system )
can pursue is to make internal changes in the way it-operates.
Internal changes enable- systems to be "all that they can be"
while retaining complete autonomy. ‘They can help a system

- increase its operating efficiency while reducing or containing e

costs. By avoiding contractual - arrangements or even informal

cooperative agreements, system owners are free to take the

.| initiative and make the unprovements they feel are necessary and
|to control the t1m1ng and nnplementatlon of those changes

-| For example a system s owners or managers may dec1de that
the time has come to- install water meters, hire a certified
operator. or a part-tlme bookkeeper, or drill a new well. They

-~ |-can take these steps on their own, or they can seek outside help

if they think they meed it. Another advantage is that they -are
reversible. Ideas that may seem to make sense in theory, but

. | don’t work out in : practice, - can be reversed or rev1sed at . -

management S dll'CCthIl

Internal changes will be most beneﬁcral to systems that are in.

| good 'shape, that do not face serious or pers1stent compliance "

_problems, and that can generate sufﬁment revenues or volunteer

labor to meet all their needs. In most cases, however, internal .

changes alone . will not be’ enough to. solve the problems
confrontmg senously compromlsed or badly dllapldated systems

Not all drmkmg ‘water systems have the same 1nterna1 -
_ _capablhtles and some systems may want limited outside help in -~

making internal changes. State drinking water programs are -

| available to help drinking water systems make. internal changes. -

-So are organizations like the National Rural Water Association -
and its local affiliates, and the Rural Community ~Assistance
Program. These groups can also help systems figure out which
internal changes are the most important and should be made

‘sooner rather than later But the ﬁnal de01s1on rests with the. ‘
system. . B

. Restructuring Small Drinking Water Systems — 5§




As the following ééiamples of internal changes show, when it comes to making
system-wide operational improvements, c;reativity—and a willingness to try—are
critically important. e - - o R

Best}uctuﬁng Small Drinking Water Systems —. 6




'lntemalChanges' ' S L e . Case Stuiies

'.7”’9"”""02’73"9'951 B AR

.. Hurlock, Maryland

 New Well and Serwce Expanslon Improves Water Quallty

Dnllmg a new well helped this system solve a mtrate contammatwn problem, and extendmg
its lmes with state ass:stance brought a rellable supply of safe water to a nearby commumty

In 1984, the Hurlock drinking water system on Maryland’s eastern shore had a problem with -
nitrate contamination of its well water. Hurlock had three wells. The nitrate level of its tap

water was 11 mg/l, exceedmg the maximum contaminant level (MCL) of 10 mg/l. Hurlock’s
solution to this problem was’ to drill a deeper well with low-nitrate water and blend that with

“water from one of the three ongmal wells so that nitrate levels in the ﬁmshed water fell below B

the MCL. -

.. Immediately ad_]acent to Hurlock were the 60 homes that made up the mmonty commumty of N
Jones Village. ' They were served by mdlvrdual wells, and most of those wells had both mtrate

~and bactenologlcal contammatxon :

The Maryland Department of the Envxronment (MDE) was mterested in seeing Hurlock address"« ’
- its nitrate problem and in finding a solution to Jones Village’s water quality problems Working
with- MDE, Hurlock came up with a plan to drill a new well and extend 1ts water lmes to serve

. the adJacent v1llage

. Dnllmg a new ‘well and makmg other 1mprovements to Hurlock’s system were estlmated to cost .

- $323,535. Extendmg Hurlock’s water lines to Jones "Village, and constructing a water
distribution system there, would cost an estlmated $331,765. Hurlock secured a $211,000 loan :
from a local bank, and DEP provided a $55,865 loan and a $56,385 grant to drill Hurlock’s new.
well. DEP also ‘made a $331,765 grant available to pay for extendmg Hurlock’s water servxce L.

to Jones Vlllage The restrucmnng was completed in"1990.

.. Today, Hurlock’s water system treats its water with chlorme and ﬂuonde, 1t uses 11me to control
pH, which naturally runs from 6.0 to 6.5. By blendmg water from its new well with that of the
- older wells, Hurlock lowered the nitrate level in its drinking water to 7 mg/l, which meets the

' mtrate MCL. In addmon, Jones Vlllage now has a safe, relrable source of drmkmg water.

C Water- rates in Hurlock and Jones Vlllage are 1dent_1cal, about $50 per quarter.-. ‘

' “Restructuring Small Drinking V_Vater Systems-— 7 '




Internal Changes i A S - | Ccase Studies

Vernon, New York: -

Installing New Distribution Line Reduces Costs

. A partnership formed by the Town of Vernon, the Village of Vernon, and the City of Oneida
brought safe drinking water to 47 homes formerly served by contaminated wells, and will
permit growth in both the Town and Village. o '

The upstate New York Village of Vernon purchases water from the neighboring City of Sherrill. .
In 1994, Sherrill charged Vernon some $65,000 per year for this service, based on Vernon’s
‘water consumption and use of Sherrill’s. water lines to bring water to the Village’s lines.
Dissatisfied with the limits placed by Shérrill on Vernon’s water purchases (the Village needed
more water to accommodate additional growth), Vernon officials decided some internal changes
-in thejr operation were in order. = | ‘ o o ‘ o

The state’s Self-Help Support System reviewed Vernon’s operations budget and discovered the
excessive cost Sherrill charged Vernon to use Sherrill’s pipes. This excessive cost was
converted over different time frames into capital costs. Village officials could now clearly see
how this money could be used to finance a Wwater project without raising water rates:

- (Established by New York’s departments of State, Environmental Conservation, and Health, with * .-
assistance from Rensselaerville Institute, the Support System provides technical advice and other

support to help small communities alleviate their drinking water and wastewatei:_problems.)

The Self—Help‘S_upport System was helping the Town of Vém‘on provide safe water to 47 hbmes

" with unsatisfactory household wells. This required formation of a Town water district and
interconnection to a water supplier, but the project was too expensive. The Self-Help Support - -

system brought the Town of Vernon, the Village of Vernon, and City of Oneida together and
formed a partnership. Before proceeding with the project, several key issues had to.be.

- negotiated between.the Town and Village. The Town was willing to waive all local taxes levied - |

on the transmission line if- the Viilage would serve water to .the 47 residences that had
contaminated water.  The Village incurred the debt, operation, and new distribution system.
This was a critical issue. - R : : L
Vernor installed a 4.5-mile, 12-inch pipe around Sherrill at a cost of $420,000. Now, Oneida’s .
water could be piped directly to Vernon’s 200,000-gallon storage facility. The Village of -
" Vernon financed the pipeline project with a 10-year, $600,000 bank loan at 1 percent above the
prime rate. The extra funds were used to make internal improvements to the Vernon system, :
including the installation of new meters and new billing equipment. Water service also ‘was
extended to an additional 47 homes that had been’plagued by poor-quality water and other

service problems. Before the expansion, the Vernon system served 499 customers. -

By June 1994, the cost of purchased water from Oneida was $7,000 less than it had been the
previous June; when the water came through Sherrill. ‘Water rates of $3.30/1,000-gallons within
the Village and $3:80/1,000 gallons for customers outside it have not increased a result of the .

. project. Inless than 10 years the project’s capital costs will be paid. o

Restrdc,turing Small Drinkingi ~Wq_te'r Systems — 8 .
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Internalbhahges I . SR " Case Studies

o
..

Dolgewlle, New York
rSeIf-Contractlng for New Treatment PIant Dramatlcally Cuts Costs

o Actmg as its own contractor, and arrangmg Jor proJect ﬁnancmg on zts own, ‘this rural New -
- York commumty upgraded zts drmkmg water system—saved almost $1 mllllon

" When the New York State drmkmg water program told- Dolgevxlle it had to treat its surface o
water used for dnnkmg, the town had an unfiltered surface water supply and needed to mstall; “o
: treatment ‘

The town consxdered bulldmg a treatment plant that uses dlatomaceous earth as a ﬁltratlon
medium. It also considered drilling wells to replace its surface water source. . Officials met with

- .rcprcsentatrves of the New York State Self- Help Support System ‘and discussed  treatment

options, financing, and other related issues. = (Established by the departments of State,
‘Environmental Conservation and Health, with assistance from Rensselaerville Institute, the Self-
"Help. Support ' System  assists small communities in alleviating ‘their drinking water and .
* wastewater problems by providing techmcal advrce and other support ) Eventually, the town _

o opted for slow-sand ﬁltrauon

Slow sand filtratlon does not require hxgh energy or chemlcal usage. Its s1mple operauon makes

- slow sand filtration particularly appropriate for a small village. A slow sand filter plant will last -
three or four times longer than a package facthty Consequently, the community will not have
to invest in facility renovations in 25 years. By ‘using slow sand: ﬁltratlon, the system will

L operate as it had for 100 years, except for the new ﬁlter and covered storage.

; Town ofﬁclals h1red an engmeermg ﬁrm to des1gn al mxlhon-gallon-per—day slow-sand filter -
and related facilities, including a 1 million gallon clearwell. The estimated cost of construction .
was $2.2 million. Dolgeville decided to do ‘its own contracting and arrange for its own -
f‘mancmg (The Town had acted- as -its own contractor before most recently to make -

B 1mprovements to the local sewage treatment plant )

Constructlon began in April 1994 and the filter should be operatronal in the fall of. 1995 o
_ (Winter conditions required that work stop ‘between December 16, 1994 and April 10, 1995.)

. The Village has bought and rented equipment and ‘hired temporary civil service employees to do
‘the constructlon The project was on schedule and within budget as of July 1995 And the town
‘ estlmatcs the prOJect will cost $1 mtlllon to $1.2 million.

j The town is using $400 000 from a HUD small cities, grant to pay for matenals and engmeenng-
only. Payroll and related expenses have come from a one-year bond anticipation note. The
town has been’ prc-approved for a $773,700 million Farmer’s Home Administration (FmHA)
loan, according to the mayor. Water rates were increased by 40 percent in the third quarter of '
1993 and are anticipated to rise agam in 1995 to approxrmately $20 per month. = -

‘_ Restructurihg Small Drinking Water Systems — 9
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Internal Changes oo ) . S . o ‘Case Studies =

.

Joseph, Oregon: - - - o - C
- Installing Treatment and Making Other Changes Improves Service

A series-of internal changes that improved water quality and dramatically reduced usage have
been a net plus for this Pacific Northwest community. : '

This 630-connection system serving a town of 1,135 residents provided no treatment besides
chlorination. It had long been unmetered because Wallowa Lake, the source of .the system’s
drinking water, provided an unlimited amount of "cheap" water. The system was plagued by
taste and odor problems associated with algae in Wallowa Lake, and water pressure was low in
the higher elevations of the community. ' . s .

Prompted by a requirement to filter its surface water supply, the system hired a ‘consultant, who
designed a treatment system that included slow sand filtration and a reservoir.. The consultant ‘
also designed system improvements including new fire hydrants and meters.” Total cost of the
project was $2.7 million, which was paid with a combination of grant and loan funds from the
Farmers Home Administration. -~ - ‘ : e o

" This internal restructuring was completed in November 1993. Tfeating the system’s surface
water ‘solved the taste and odor problem and has been very popular with its customers. The
combination. of leak repairs and installation of water meters, has -cut' monthly water usage 33
percent, ftom 27 million gallons to 18 million. : S

Before the restructuring, systéni cﬁs;omei's paid $6 per month for their water. Now the aver'age

monthly bill is more than $20, but the improvements in water quality realized by .the
restructuring have outweighed.any complaints. about the increase in rates, s :

Restructuring Small Drinking Water Systems — 10




_|Informal caaperaﬁahr

Sometlmes a drmkmg water system s lmnted resources mean it

- | can’t make the restructurmg changes it needs on its own. Rather

than go it alone, systems in need of outside help can seek out
'opportumnes for mformal cooperatlon -

| In many parts of the country, mformal cooperatron isn t 2 new .
way of doing business, it’s an old way of life. In region after
reglon Americans pride themselves in helping their neighbors,

-| and in looking out for the other guy. They volunteer to become
fireﬁghters or they join a town or county- board.. They get. .
involved in 1mprovmg the quahty of hfe for everyone ‘

The tnformal cooperatlon we’re talklng about here takes that
“"get involved" attitude and puts it to work i in the water business.’
‘| Many systems are already involved in informal cooperatron It’s
| so ‘second-nature, many system owners may not even realize

there’s a name for what they’re dorng When systems get -
1 together and agree to buy supplies in bulk, that’s informal” - =

‘cooperation. When a larger system uses its- purchasmg power to

- buy supplies at a discount, then re-sells the supplies to its small o

A nerghbors at cost that s mformal cooperanon too.

By workmg together mformally, systems beneﬁt in many ways. -
They share knowledge and expertise. They may even share .
supphes and equlpment or they may share their purchasing .
|power. ~ In a crisis or an emergency, .they know there s B
‘someone they can call on to help

-\Informal cooperatlon may be most useful for small systems that =
are already in good shape and well managed, but would like to

increase their efficiency and reduce or contain their operatlng
costs. Informal cooperation alone will not solve the problems of
seriously 1mpover1shed or badly dllapldated systems

Through 1nformal cooperation there is v1rtually no transfer of
respons1b111ty, and water systems remain virtually autonomous

o Restructuring Small Drinking Water Systerns 11




Infornial Coopsration ‘ .. T " ' ' cese Studies

Informal Caopeiatidh;

" Tremonton, Utah:
Regional Provider of Equipment and Supplles

As the laigest water system for 30 miles, Tremonton helps smaller systems buy supplzes at a'
dzscount, borrow equipment when they need u, and stay current with mdustry developments ’

' The custom of neighbor helpmg nelghbor is ﬁrmly rooted in the ploneer splnt of the West In -
northern Utah that spirit is evident in the informal cooperation between the Tremonton water
system (servxce population 3,500) and its 30 smaller neighbors.

For 'years, Tremonton has shared equipment parts with its nelghbonng systems, wrth the
- understanding that the borrowing systems would replace what they use. *Since' chlorine
distributors won’t deliver to many of these systems, principally because of logistics problems,

the Tremonton City Council agreed to act as a "chlorine clearing house.” Tremonton buys the
chemical disinfectant, and systems within a 30-mile radius pick up what they need when they’

need it. The systems pay Tremonton the same pnce for the chlorme that Tremonton paid the Lo

distributor.

" In 1993 Tremonton was mst:rumental in estabhshmg an orgamzauon to provxde trammg towater -
system aperators. The Utah section of the.National Rural Water Association and the Rural

. Community Assistance Program (RCAP) provided assistance, but the _operators’ group is not
. affiliated with any national organization. The monthly meetings cover the latest developments
of interest to drinking water system operators; a recent-session covered lead and copper .
monitoring. The meetings also provide opportumtles for systems. to replace the- parts they
borrowed from Tremonton, or to p1ck up chlorine if they need it. . '

Tremonton’s transformanon into an informal regmnal suppher of equxpment parts and supplles
grew out of long-standing practice. The operators’ organization it helped found grew out of
need. Such informal cooperatxon has helped more than 30 small systems in Utah xmprove thelr ‘

quality of servxce
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Informal Cooperation o ST o - case Studies -

‘Great Falls and Helena, Montana:

" Providing Specialized Expertise Aids Systems in Surrounding .Communitiéé
. Hdpin{keighbon‘ng systems tap their watef mains jm;,vides a,'usefid, and specialized, service. -

* Because the communities gurro'undi_ng ‘Great Falls and Helena, Montana, 'typically lack the

3

* equipment and expertise to make-large taps in their water mains, the Great Falls Department of

Public Works, Division of Water Distribution, and the Helena Water Department makes the taps .
for them. - -~ - - . ‘ S :

" The process. in Great Falls is Simplé. A The system that requireé assistance appro,aéhe_s the public
_ works department for help. The Division of Water Distribution requests permission from the

city manager. Having obtained the city manager’s okay, the division schedules the tap for. off-

duty hours. Personnel from the division use the city’s equipment to make the requested tap.

Great Falls bills the requesting community for its employees’ time and travel expenses, plus a .

minimal charge for the use of the equipment. Division of Water Distribution staff have traveled
as far as 150 miles to make a tap. R o ‘ S :

. Thé city of Helena provides a similar service for communities within a 50-mile"r£dius., Helena

" - Water Department staff have the equipment to make taps as large as eight inches; to make larger .

taps they must borrow cutting heads from Great Falls. Like Great Falls, Helena bills the
‘community for its costs in providing this service. In addition, Helena will loan neighboring -
systems valves, pipe fittings, and other parts that they cannot immediately obtain from a
_ supplier, with the understanding that the system will replace any parts provided by the Helena:

Water Department. -~

An By making its t‘:qui'pmentkand expertisé avaﬂable to ébmrﬁunities in tﬁe surrouf;ding arela," the -

- cities of Great Falls and Helena provide their neighbdrs-with an essential service.

.
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Can tractual
- Ass:s tance

When a drinking water system requires more complicated,
specialized, or regular support than informal cooperation can
provrde contractual assxstance may be a good solutlon ‘

There are numerous prov1ders of contract serv1ces ~ Some may
‘| be other drinking’ water systems. Others may be companies
| formed especially to provide certain types .of services, such as’
contract O&M, to drmkmg water systems. Still others may be:
firms, such as engmeermg, accounting, or law firms, that
provide professional services to a range of industries including’
water systems (or that specxahze in water ut111t1es)

Just about any normal busmess functlon of a 'dnnking water

system can be obtained in this way. Contract operations and - -

maintenance may be the most familiar example, but there are
others. Engineering, legal, and laboratory services are all
.available on a contract basis.. Operating supplles such as
disinfectants can also be obtamed with a contract

Obtalmng services through contracts allows a system to acquire = '

exactly those services that it needs, no more-and no less. The.

.contractor works for, and reports to, the system owner, board of .

directors, or other governing body .which retains. complete
control over ﬁnancral and policy matters
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Contractusl Assistance S o . - Case Studies

| Contractual Ass:stance

| Cherokee Rural Water Dlstrlct #1 3; Coakson, Oklahama. |
 Solving a Water-Lass Problem -

A short-term contract for a water audtt to determme why zt was losmg water also helped thts
system zdenufy a need for operator training. '

. The 473-connectron drmkmg water system known as Cherokee #13 had a problem Somehow .
the system was losing a great deal of water, and no one knew why. System managers turned' :
7 to the Oklahoma Rural Water ‘Association (ORWA) for help ‘ .

' 'Cherokee #13 hired Water Systems Management Inc., the "for-proﬁt" subsrdlary of ORWA,
" to do a water audit and leak detectlon survey. The rev1ew of the system determmed that

L The system s pumps were cyclmg on and off too raprdly, thus creatmg a "water hammer |
that was fracmrmg the system s plastrc plpes '

' . Use of the two pumps that draw raw water from the system s lake source should be -
- -alternated to extend pump hfe and reduce power consumptmn : ‘

3 Meters should be installed to 1mprove  the efficiency of chemical treatment and to momtor_ L
the drscharge from recently mstalled chlorine and turbldlty monitors. ‘ ‘

. The operator s daxly water log should be expanded to mclude estxmates of the amount of s

‘water associated with line flushing, leaks, overflowing storage, cleamng the setthng basin,
and unmetered dxscharge from the d1stnbut10n system. .

o _0 A low-pressure swrtch should be mstalled on the clear well to prevent the dlstnbunon S

pumps from potentially- pumping-air, and a pressure switching device should be mstalled :
- at the storage tank to monitor the level of water in storage T o

A meter testing program should be 1mt1ated to ensure that correctlve actlons are taken as
* needed. : - . '

o Correctmg the water hammer problem became a simple matter of reparnng the p1pe and, more "

‘important, correcting the operation of the pumps: Water Systems Management, Inc. estimated
that if its recommendations were adopted, Cherokee Country RWD #13 -could save $4,880
- annually in reduced electncal power consumpuon and reduced water loss caused by leaks.
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Contractual Assistance i, T o ‘, . - - Case Studies

. WEB. Water Dé&eidpmeht Association, Inc.; Ipswich, South Dakota: .
Purchasing Water to.Address .Qqality.ProbIems ' :

When its own water pfbved to have overly high concentrations of minerals, this Sb_uth Dakota
small water system decided the best solution to the problem was to purchase better quality -
water. L : . : : _ )

The need to provide quality drinking water at a réasonable price was a driving force behind the
creation of the WEB Water Development Association (WEB) by the South Dakota counties of .
Walworth, Edmunds, and Brown. “WEB’s purpose was simple: to provide good quality surface
water to communities in those counties. - The association was incorporated in 1978, and
_construction was finished in 1991. The system’s creation and construction was funded by $121
million (99 percent of it grant funds) from the federal Bureau of Reclamation. _ .
The town of Ipswich (population 1,000) is-the seat of .Edmunds County and .one of the *
communities that pushed for the creation of WEB. Ipswich was plagued with highly
 mineralized, warm water pumped from a municipal well. Laboratory analysis of the water
showed the following .concentrations: “sulfate 1,205 mg/l; hardness 1,178 mg/l; and ‘total
‘dissolved solids (TDS) 2,131 mg/l. The water temperature was 70 degrees Fahrenheit. '

The 350-service-connection Ipswich water system could not remedy its water quality problems

by itself. Instead, it made the same decision as'more than 50 communities in more than 20 -

counties have made. Ipswich decided that forsaking the highly mineralized water from municipal -

.. ‘'wells for-good quality water provided by WEB was a wise move. In 1986, Ipswich connected

to the WEB transmission line, which ran right through the town. Now Ipswich’s drinking water, - ".‘

. * has acceptable levels of minerals: sulfate, 203 mg/l; hardness, 236 mg/l; and TDS, 469 mg/l. -
By 1994, water bills in Ipswich ran between $12 and $15 per month for residential customers;
previously, the average residential water bill was about one-third as much. T :
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. Contractual Assistance =~ . I o o  Case Studies

' Lakewood Benefited -Water District; Norwalk, lowa:

~ Purchased Water Improves Water Quality .

To obtain better-quality drinking water, residents of a large subdivision decided to buy the
groundwater system from the subdivision’s developer and tie into the nearby Des Moines
system.,' ' S o C

When a private developer ‘;bﬁilt a,500{hoine subdivision about two miles soﬁ;h ‘orf Des Moin@:s, .
wells were drilled to provide drinking water. The well water was highly mineralized, however, .

‘and residents wanted better quality drinking water. The developer refused to make -any , B

“investments to improve water service after the subdivision was completed, so the residents took .
- matters into their own hands. R ‘ o : :
. In 1981, they formed the Lakewood Benefited Water District. Funded by a $380,000 Farmers

. Home Administration (FmHA) loan, the district bought the development’s water system from -
the developer and connected it to Des Moines® water system. . (The feasibility study required to-
obtain the FmHA loan had determined this to be the most cost-effective solution. The loan was
paid off in 1988.) The minimum water bill in 1995 was $7.56 for 3,000 gallons, and the
~ average bill was just $15 per month. L ' o e .

i
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Contractual Assistancé B .. : S e - A Case Studies

' Washington Cobnty'Séniiary District, Maryland: |
- Purchased Water Addresses A Health Problem

After private wells were implicatéd in an outbreak of a serious waterborne disease, state '
officials ordered a restructuring that involved the purchase of drinking water from a nearby
municipal system. ' ‘ o : : S ’ :

Private drinking water wells were the suspected source-of a 1983 outbreak of Hepatitis A m the
_ " Cearfoss/Martins Crossroads area of Maryland’s' Washington County. Inresponse, the Maryland

Department of the Environment (MDE) exercised its authority to order the county government L

to construct or extend a public water system. MDE ordered Washington County officials to
provide water service to the area. ‘ Co S '

Three years after the hepatitis outbreak, the Washin'gtoh County Sanitary ‘Diétrict completed its
feasibility study. The study determined that the most cost-effective way to bring drinking water
to the Cearfoss/Martins Crossroads area was to purchase it from Hagerstown, about three miles
away. . v C . .. ‘

Later in 1986, design of the drinking water System began. System construction started in 198‘7'

and was completed in 1988. Some 55,000 feet of pipe were laid at a cost of $2.8 million-to o

‘serve 329 customers. Project funds came from grants ($1,842,252), loans ($804,000) and
connection fees ($164,500). ) o o ‘

By the.end of 1994, 412 connections were ﬁeing served by the “system.. Customers in“thef 6-
" square-mile ‘area' pay $70.70 per quarter for 10,000 gallons of water, and $1.65 for each
- additional 1,000 gallons. I . - : . S

PR "
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Cpnﬁéétuél Assistance o - R ‘ . ' Case Studies

South Kaweah- Mutual Water Company; Three Rivers, California:

- Laboratory 'Ser'vicés Improve Compliance o ' IR

| When the ni’erger‘of .'two small rural systems failéd to solve their." operating problems, the
surviving system decided it was time to contract for help in meeting monitoring requirements. -

In the latél986s, the South Kaweah Mutual Water Company absorbed the Three Rivers Mutual -

Water System, which was located near Sequoia National Park in California. Before the merger, :
‘South Kaweah Mutual had two wells, no storage, and 65 connections; Three Rivers had one -

well, 35 connections and a storage system. . The ‘acquisition benefitted both systems, but -
problems remained. o . : o o

The Tulare County Health Department took water samples to analyze for the presence _of.‘ -
microbiological contaminants. - The system was responsible for taking samples to analyze for

chemical contaminants, but operators: were uncomfortable with the labs with which they were * -

dealing.  To solve that problem, in 1989 South Kaweah contracted with FGL Labs in Santa.

. Paula, more than 150 miles away, to take, ship, and analyze the chemical samples and report
" the results to the county health department. - By knowing what sampling is required at what time,

the 1ab helps the system avoid monitoring and reporting violations. ) '

South Kaweah pays the county health dépa.mnent $15to collect a séinple hiénthly and more than

$20 to process it. The system’s 1994 contract for chemical sampling by FGL was $540. Two - :

_other-‘_labs'serve the Three Rivers area, and South Kaweah chose FGL on the basis of price and |
_service. - - - e U L

The systems’ water rates rise with consumption, thereby encouraging conservation: ‘vacant lots-- -
are charged $78 per year, and, the base cost of water is $132 per year for 10,000 gallons a~ -
‘month. Monthly charges for additional water usage are as follows: 10,000 to 20,000 gallons, .
$0.50 per 1,000 gallons; 20,000 to 40,000 gallons, $1.50 per 1,000 gallons; 40,000 to 60,000 -

- - "gallons, $3 per’ 1,000 gallons; and -over 60,000 gallons, $5 per 1,000 gallons. Under this
-~ system, homeowners with large green lawns pay about $200.per month for their water.
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Contraciual Assistance ‘ L ' o .. " Case Studies

Water Well Technologies, Inc. (WeLLTECH); Akron, Ohio:
. Pooled Purchasing Power Reduces.Lab 'Coslfs : '

Consolidating the buying power of more than 100 Ohio drmkmg water systems brings them - o
~ great savings on laboratory services—and provides a new line of business for the consortium’s
organizer. S -, . ‘ o v

Recognizing a wide variance in what laboratories were charging for various tests turned. into a _
business opportunity for WELLTECH, a full service company that provides ‘operations ' and
maintenance services to 32 Ohio public water systems. - s

"In'1992, WELLTECH formed a consortium of more than ‘100 systems that buy their laboratory
" - services in bulk—and at a discount. WELLTECH solicits bids from laboratories and contracts with
winning laboratories.on behalf of member systems. In a typical arrangement, WELLTECH tracks
~ required sampling and orders necessary 'sample- kits from certified labs. A lab sends sample.
containers to systems, which are responsible for taking samples. The systems send the samples
back to the lab for analysis. The laboratory reports the analysis results to the Ohio
Environmental Protection Agency, and to WELLTECH. The laboratories also bills WELLTECH,
. which reviews the analysis results and forwards the 1ab reports to system owners, along with. - ‘
their bills. , . T -

In three years.of operation, there has been a noticeable drop in the cost of laboratory analyses.
In 1992, the cost of testing for volatile organic chemicals (VOCs) ranged from $150 to $290;
© . in 1995, the ‘contract price was $85. Testing for maximum contaminant levels of inorganics '
' posted a similar price decreasé, from $250 in 1992 to $95. The cost of nitrate-nitrite testing -
dropped from: $15-- $20 each in 1992 to $10.20 for both in- 1995, and lead and copper testing - °
declined from as much as $27 to $7 each during the same period. o S

~ +The consortium approach illustrated by. WELLTECH shows- how volume discounts offered by -
.laboratories can reduce monitoring costs. A recent survey by the Ohio Environmental Protection
Agency found that five of six laboratories surveyed provided volume discounts of 10 to 50
percent, depending on the type of analyses and number of samples. Drinking water systems. .
- would be well advised to shop around for the best deal they can get before deciding whether to
. proceed with the formation of a consortium. - S S . o
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* - The system’s customers have seen their water rates decline as a result of the restructuring. Prior

Contractusl Assistance . o S o Case Studies

County Service #33; Frééstbné, balifolh'nia:‘

7 Telemetry-Assisted Contract O&M Redqces Opera‘tihg :C_o,_éts

Contract O&M Iielped address some of this rural California }y&tém ’s operating problems, but .
it wasn’t until a filtration system monitored by telemetry was installed that operations really
_ improved, : _ , . - o ' :

The water system serving't.he historic village of Freestohé_gre\-v:"gradually from the villagé’s -
" founding in the 1860s to the installation of a distribution network during the 1920s. Over the =

years, however, the system fell into a serious state of disrepair. A frequent violator of turbidity, . -

bacteriological, and monitoring requirements, it was also plagued by inadequate-supply.

"In the late 1980s, the citizens’ association respomsible for the system’s operation and
maintenance successfully sought the creation of a County Service District (CSD). . The CSD.
assumed responsibility for the system and in turn hired a contract O&M firm. to ‘Tun it. .

- Operations improved, but violations persisted until upgrades, including the installation of a dual ’
filtration system, were made in the early 1990s. ‘ S o : :

“. A major factor in the success of this restructuring was the installation of telemetry equipment L

so that the treatment plant’s operation could be monitored: from the O&M firm’s office 13 miles
away. Because of the telemetry system, the state cut the frequency of required visits to the site’

from daily to weekly. This reduced to an average of 13 hours per month the time required to -

~ operate and maintain the equipment. (That 13 hours per month includes travel time and state--
... mandated weekly site visits.) As operator time went down, so did O&M costs. B

. The overall cost-of Freestone’s dual-stage filtration system was $7.56 per 1,000 gallons, about
42 percent less than the estimated cost of a similarly sized coagulation-filtration system for the
site (approximately $13.00 per 1,000 gallons). Transferring system ownership to the county was - -
a key factor in the project’s success. . . : R o -

-

- to 1990, the system charged each of its 23 connections $60, and customers still had to use -

‘bottled water because of the contamination problems. By. 1995, three new connections had been

" added, water rates had declined to $42, and bottled water was no longer mandatory. Water is _

' sometimes in short supply, however, and must be trucked in to supplement water from surface
- and ground water sources. : - ,
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Codtractual Assistance . ‘ S : " Case Studies

Program of Shared Opération and “Mana'gement (POSOM), Florence,
Montana: | o o o
Contractual Assistance Targets Individual Very Small System’s Needs.

. A flexible system of qontra}:t management and operational seMces enabies volunieer operator&
and managers of very small systems to stay on top, of what they need to know to do their jobs,
and helps keep State officials apprised of the issues these systems are facing. '

Very small drinking water systems with as few as 13 to 14 hookups—particularly homeowners
associations, schools, and mobile home parks—are served by volunteer operators and managers. -
These volunteers have full-time jobs, earning livings for their families, and now they find
themselves facing the difficult task .of managing or operating a water system. None of these .
* ‘systems can afford to hire a full-time operator, and none of them need one anyway.

The Midwest Assistance Program affiliate of the Rural Community ‘Assistance Program set up
the Program of Shared Operation and Management (POSCOM) to meet the nieeds of these very
small systems. By contracting with several systems clustered in the same geographic area, the
per-system cost is very affordable—and must less than the cost of hiring an individual operator
*" for each system. : S S . :
Most of these systems don’t really meed. opérational assistance, but they desperately need
management help. They know how to take samples, but they need to know when to take them,
what new ¢ontaminant they will need to test for next,’and what the projected costs of analysis

T are. In other words, they need to know what they must do to stay in compliance with the-Safe -
Drinking Water Act. - Another problem they face is not knowing who can give them the answers *

to these questions. They are unable to attend training sessions regularly due to cost, travel time,

and the loss.of ‘wages from. their jobs, so many times they are "in the dark" about mew.

* requirements. - B a S :

Each contract with POSOM is-individualized to meet a particular system’s needs. The program

offers management services and operation services components. Systems may contract for one

or both components at various costs. The monthly cost of a three-month contract is more than
that of an annual.contract. ' , - :

Eaiph system receives a newsletter. with information ahswering questions théy have 'raiséd and
with any new and timely information the POSOM program deems helpful to these systems. The -

program also works closely with the State Water Quality Division, and regularly reports to the
Division on issues identified in the field. AR ‘ o .
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‘Contractual Assistance T ' S - ... ' Case Studies

" Beckham County Rural Water #2; Erick, Oklahoma:

L Full Contract. Operatian Reduces Operating'_Casts .

" When the technical demands of operation surpassed the capabilities of this spraWiing drinking -
water system, those in charge found that contracting system operations was cheaper than - '
.. hiring an operator. . ' v T R o -

‘The board in charge of this water district in western Oklahoma county of Beckham was having

a difficult time keeping up with the technical demands of system operations. The system’s single
- employee lacked sufficient skills to operate the system, and when he quit in 1993 the board-
- decided to seek outside help. - S . T -

. The Board contracted with Water Systems Management (WSM), the "for-profit" subsidiary of
the Oklahoma Rural Water Association, to fully-manage and operate the district’s 212-connection’
‘system. WSM looks after the system’s 100+ miles of water main, its three wells, ‘and its -
chlorination, storage, and pumping infrastructure. The association also is responsible for meter
- reading, billing, accounting, and OZM. The water district provides material and equipment free -
of charge for WSM’s-use in operating the system.- ' . . R

' This arrangement has proved to be a cost-effective one for Beckham County; contracting with

. 'WSM is cheaper than hiring a system operator or paying for other labor to operate the system.’ - - .

~ Average water bills for residential customers range from $25 to $50 per month; the minimum
~ bill is $18.50 per month for 1,000 gallons of water. - L :
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Contractual Assistance - . - ’ . " J Case Studigs

Village of Pecatonica, lllinois: o B |
Privatized Water Services Address Supply and Other Problems

The privatization of this community’s public" ivorks operati,oiis, including the water system, may

enhance fire p(otec{ion and correct supply and other problems plaguing drinking water . |

customers.

The drinking water system in this community of 1,800 located a few miles west of Rockford in

Winnebago County is in need of major improvement. - It does not have enough water at high

.enough pressure to provide adequate fire protection. -In a number of instances, two or three

homes are served by the same 1-inch service line. "This significantly - contributes to the -

low-pressure problems. In addition, the system’s .100,000-gallon elevated storage tank is too

~ small and set too low; the system needs a third well; and 70 percent of its distribution network -
is made up of 4-inch pipe that needs to be replaced with larger lines to eliminate bottlenecks.

Residential customers are unmetered, so daily per capita usage averages 155 gallons. The rate

system needs updating; residential customers now pay $20 per month for sewer and water
.’ In 1994, the village contracted with St. Louis-based Environmental Management Corporation
‘to provide all public works'services, including water. EMC is revising the ‘local water and
sewer ordinances before undertaking a rate study.  The water system needs to generate enough

cash to fix its problems.

- EMC is one example of the many firms that began in the waste water business a,nd‘ are ﬁbw'
branching out into drinking water. . ' o :
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Jomt Pa wers
A ' enc:es

| When systems face challenges greater than each can meet on its -
own, they may want to form a "Jomt Powers Agency." '

In this method of restructurmg, systems form a new entrty to
serve ‘them, while continiing to exist, and operate,
| independently. For example, let’s say four neighboring systems
served by wells realize they’d be better off tapping a nearby lake
for source water, but no system alone ‘can afford to run pipe to
the-lake and install treatment. . These systems could form a joint
powers agency to provrde them with water from the lake

Where there once were four ent1t1es there are now ﬁve Each |
system is represented on the new agency s board. of directors,
and each system has a say in the agency’s-operation. Depending -

on how the agency is set up, most or all.of the member systems -~

| will have to agree to an agency action before it is implemented.

‘But,.except in matters over which the agency has jurisdiction, . .

each member system remains. free to operate as it sees fit

‘ Forming a Jomt powers agency can be more comphcated than L
- | some of the other forms of restructuring ‘presented in this
- | manual. Depending on local and state laws, it may be necessary

| to obtain governmental approval at some point. Legal counsel .-
-experienced in regulatory and other governmental affairs is an
“absolute necessrty durmg the formatlon ofa Jomt powers agency

Once estabhshed a Jomt powers agency’ will hkely remain in
| existence as long as its ‘members need it. And once they join, -
"| member systems should be committed to part1c1patmg in .the
| agency as long as the need for the agency remains. In this way,
member systems can address the concerns that affect them all
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Joint Powers Agencies L S . - . Case Studies

. Joint Powers Agencies

Boone County Public Water prply Service, Inc.; Columbia, Missbilri:
.Centralized Administration Provides Cost-Effective Service |

Centralizing purchasing, gccouﬁtitig, and other support services in a joint powers agency has
streamlined the administration of several Water Districts in this central Missouri. County.

The Boone County Public Water Supply Service, a nonprofit corporation, was formed in 1968
to provide administrative and other services for the 10 water districts in this Missouri County. -
Four of the 10 districts initially joined. In 1975 three of the districts merged and -the .
organization now serves two water districts with a total of 6,700 customers. By 1995, Boone
_ * County Public Water Supply Service was providing: e . '

e Computerized billing, accounts receivable, accounts payable, -and payroll services.

e A communications center for telephone calls and two-way radio communications.

e Insurance and annual audit administration. | "

e Work-order preparation and record keeping.

» Join purchasing of materials and services. -

. Financing and refinancing assistance. . . - . o

-» Attendance at Board meetings, and preparation of agendas, correspondence, financial .
_ reports, and meeting minutes. e ' : R :

e Assistance in the processing and distribution of quarterly newsletters to customers..

The service company develops an’annual budget, which must be approved by its Board of -

Directors. The Board is made up of the presidents of the participating water districts.-. (The
consolidated district, Publi¢ Water Supply District No. 1, has two representatives on the Board.). -
Funds for the annual budget are raised by charging each District a monthly fee. In 1995, the :

- monthly fee was.$2.10 per.customer. - L S

Boone Cdunty Public Water 'Supply Service, Inc. has provided’a éost-effecti\;é sérvi;e to its
member districts. Its central office eliminates separate, duplicate office for each district and
_ provides a ‘central location at which customers, suppliers, and government agencies can do
business. ‘ o : R ,

In 1990, a joint project with the local electric cooperative provided new, expanded headquarters
for the company and the consolidated water district. The offices of the county sewer district are
4lso located on the electric cooperative’s property. This arrangement has drawn a positive
response from the customers served by all three utilities. ; ' s

+
L
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. the board of the Joint Powers Agency (JPA). In that way, the JPA’s activities are coordinated

‘ lJointPoweisAgencies ~ _ , e SR ) - " Case Studies -

The Woodlands Joint Pawers Agency; Montgomery County, Texas:
Joint Powers. Agency Streamlines Member Systems’ Operations

: =I,'{(:ztherv than staff 10 separate water systems, this planned ‘cém)n‘zunity relies on a joint powers
agency to operate nine municipal utility districts serving residential customers and one serving
the downtown commercial area. L P ,

The Woodlands is 25,000-acre planned community located in the southeast Texas county of
Montgomery, whose county scat is Conroe. Ten Municipal Utility Districts (MUDs) deliver
.water provided by the San Jacinto River Authority from 12 wells; nine districts serve the
Woodlands® residential areas, and one serves the commercial area. (The San Jacinto River .
Authority provides all water lines 12 inches and above in size, all storage facilities, and all the

- water.)

E Stafﬁng'separa'te water systems, each headed by a‘generaI x'n'énager‘, was obviously ecoxiomically
inefficient. In 1974, through an interlocal agreement, the nine MUDs serving residential areas -
formed a Joint Powers Agency to operate the systems, which total 14,000 connections: The

~ MUDs have no staff, but the Woodlands Joint Power'Agehcy has 26.

Each-MUD has an elected boa_rd of duectors, and one mexhbér of each residential MUD sits oﬁ

' »

~ and member utility district has a say in its operations. Water rates for residential customers
~ average $1.13 per 1,000 gallons for a minimum of 10,000 gallons. : :
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|Ownership Transfer

Sometimes the owners of a drinking water system decide, for
one reason or another, that they no longer want to "go it alone."
Perhaps they cannot afford to make necessary improvements to
their system. Or maybe an unforeseen contamination problem
threatens to overwhelm their technical or financial capabilities. -
In such.cases, a change in ownership may be the best solution. -

Some states have .programs in place to facilitate .ownership ~
transfers by helping to remove regulatory. barriers. Such
programs can help ensure that the customers of a viable drinking
water system are not required to pay a disproportionate share of - -
the costs to acquire or improve a troubled one. A few states,.
such as Connecticut-and Washington, have legal mechanisms to
compel, under certain circumstances, the takeover of seriously
troubled drinking water systems. '

In some cases, it makes sense to-transfer ownership of a small
water system from the private to the public sector. That’s
because many low-interest loan and "grant programs from
agencies such as the Rural Utilities Service, or RUS; (formerly -
the Farmers Home Administration) are available only to publicly -
owned ‘water systems. P Ll

In other cases, however, private sector ownership would be most” -
advantageous. Private sector water companies may be.able to
bring economies of ‘scale and management efficiencies to bearto .
help troubled small systems. - They may physically interconnect

with these small systems, or they may run them as physically
separate operations known as satellite systems: o -

In the end, the decision to transfer ownership will depend on the -
financial and technical problems faced by ‘a system’s OWRETS.
The nature of the ownership transfer also will depend on local
conditions, the state regulatory environment, and other concerns.
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Ownership Transfer - o ' o - . case Studies

OWnership Tran:sfei'"

Quantabacaok Water Dlstrlct' Harrlngton, Malne.< . S
Transferrlng Ownershlp to a Public Water Dlstrlct Kept Thls System Gomg’

When the magmtude of i zts problems sutpassed its ﬁnanctal resources, a pnvately owned system o

in Maine determmed to go publtc in order to gwe its customers the qualtty of servrce they'
deserve. . o

Asa pnvately owned system, the Quantabacook Water Company had- serious problems w1th its -
source:and with low water pressure, inadequate storage, and undersized ‘water mains that were '
old and detériorated. Violations of the maximum contaminant- levels: for microbiological
. * organisms were numerous, and the system was on a boil water notice from 1988 through 1994.
"+ After a sanitary survey, the state ordered that the system be pressunzed and that proportlon-to-. -
’ ﬂow disinfection equxpment be mstalled _

: The utility’s weak fmancral posmon ruled out a commercral loan to correct the problems ‘And

. other costs loomed ahead for the system, which was founded in the 1860s. A _prospective

wellhead protection program would require the system to conduct a hydrogeological investigation -

" and, possibly, purchase several acres of land for protection. The three-person board of directors,

was concerned about the project cost and about depleting the system’s $25,000 reserve fund.

In the early spring of 1989, with the help .of the Maine ‘Rural Water Assocxanon, they dec1ded -
~ to restructure by transfernng the company’ § assets to a water drstnct N

- Although the town selectmen endorsed the: actlon, and the state legxslature unammously passed S

the water district charter, Harrington’s voters defeated the restructuring in a referendum. Many

voters were concerned that the town would be. liable for the system’s debt. (Actually, the town -

- faced no liability.) Some voters were concerned about. whether the Farmers Home o

Administration (FmHA) would require fire hydrants. " After their concerns were addressed by =

. a state Public Utilities Commlssxon attomey in a subsequent meetmg, voters endorsed the water o
dlstnct’s creatlon by almost 4 1 : : ‘

- The dlstnct’s new board of dlrectors hn‘ed an engmeenng ﬁrm and apphed for.a grant and a )
loan from the FmHA. An engineering firm put together a $1.9 million project that included " -

developing a larger, more reliable water source; replacing 21, 000 feet of undersized water main; )

and erecting a 300,000 gallon storage tank for fire protection. Constructlon began in the fall "
of 1993, and the system went on lme in the fall of 1984.. ‘

FmHA prov1ded the district with a $1. 36 million grant and a $536 000 loan, the S—percent loan

will be amortized over 40 years. Average annual water bills for the system s approx1mately 145
o chstomers will mcrease from $75 to about $264 - , .

+
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Trailer Village Mobile Home Park; Centralia, Washington:
Annexation Ensures Safe Water For Lo w-Income Housing |

A contarnination probiem that may have bégun 30 years earlier led a néiéhbbr‘ing _qommunity
to annex this mobile home park and to assume ownership of the park’s drinking water system.

When Phase_‘ I (Volatile Orgamc Chemical) sampling found'. ‘high conceﬁ&ations of

tetrachloroethylene (PCE) in its drinking: water wells in 1991, the Trailer Village Mobile Home
Park outside Centralia, Washington had few options. . Its two .wells, which showed PCE
concentrations  of 25 ppb and 103 ppb (the maximum contaminant level is 5 ppb), were taken
off line and bottled water was provided to its'85 households.. The park’s water distribution’
‘system was connected to the irrigation well of a'nearby cemetery to provide water for washing
and other domestic purposes in the short term.’ ' = : ’ .

A preliminary site assessment implicated a dry-cleaning business. that had operated on the mobile : * -
home park site from 1960 to 1978 as the likely .source of the contamination.” The PCE
contamination threatened hundreds of area wells that pumped water from the aquifer. Working
with Portland, OR-based Backflow Management, Inc., the mobile home park owners investigated
. 'several long-term options, including: "~ - .| B , ‘ : .

¢ Installing an air stripper to control PCE in water pumbed by the pé.rl'c’-é two wells.
e Drilling a new well. o ‘ o S
e Connecting to the city of Centralia’s wattﬁr system about five miles away.

" They chose to connect to the Centralia water system: ‘Before that could happen, however, the,

state health-department had to approve the design and construction of a new distribution system -

for'the park. Nor could the park just hook up to the Centralia system-and buy water from it. = - - '

The health department required that Centralia own and maintain the new system. . This was
consistent with the health department’s policy of promoting the annexation of smalil systems by
- larger ‘ones whenever possible. Local ordinance prevented Centralia from extending water
. service beyond the city’s boundaries, so Centralia had to annex thie mobile home park.. The park

could not hook up with city watér without also hooking up-to the city sewer, $o new sewer lines
_also were laid to serve the park, which previously had been served by a septic system.

Construction was completed in September 1994. Total costs exceeded $640,000. A portion of -
the costs will be covered by a loan to Centralia from the state-funded Public Trust Fund.
Because 81 percent of park households have low-to-moderate incomes, a state Community
Development Block Grant also provided loan funds. The park’s ‘owners will repay the loans.

The mobile home park’s residents will keep their homes and: will have ‘an adequate supply of .
safe drinking water. Their bills will be about $35 per month for both water and sewer;
previously water service had-been included in their rental fee. Centralia has increased its tax
base and gained a low-income housing community served by new water and sewage systems and - .
a new city well. . ‘ . - | ' SR :
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Ownership Transfer o e - Case Studies

 East Prospect Water Autbbrity,"hEas! Prospect, Pennsylvania:
- Ownership Transfer Is Economical Solution to quply, Quality Problgmg ,

Concerned about water supplies and increasing operating costs, town officials in East I_’r.o'sj;e'ct,v. |
Pennsylvania opted to sell their drinking water system to a nearby water company. The
company had already acquired three small systems that were Jfaced with rising operating costs.

When the developer of a 60-home subdivision half in and half out of the town of East Prospect
drilled a well to serve the homes, he became concerned about the quality of the watér. This -
. raised concerns among East Prospect officials, who were facing water problems of their own.
“The East Prospect Water Authority’s operating costs were increasing, and a recent drought had
raised concerns about the quantity of water available in town. An engineering feasibility study
speculated that the. town’s three springs and two wells, located within 200 feet of a river, were

“ground water under the direct influence of surface water and so would require the construction
~ of a treatment plant under the Surface Water Treatrnent Rule (SWTR). '

. Faced with' mounting compliance costs, East Prospect officials examined- their options. ' The
‘potential water quality problems with the developer’s well ruled out tapping the aquifer beneath

. the town. So, the officials decided to opt for the most economical alternative available and
- transferred ownership of their system to The York Water Company, whose transmissior main
. was 12,000 feet away. ~ Lo L ST :

' The restructuring will be completed in 1995. Although water rates in East Prospect are expected
 to increase from their pre-restructuring level of $160 annually, they would have doubled or'
tripled had the town attempted to solve its drinking water problems on its .own. Pre- -
restructuring customers of the York Water Company are not expected to see their $240 annual
* . cost increase significantly. .- - L S d R :
By the end of 1995, The York Water Company will have connected with water systems serving.
. three-small Pennsylvania communities that petitioned to be taken over in 1993. 'Concern about
- rising operating costs led the systems to petition for the takeovers. The York Water Company -

has added the private system serving Saginaw (60 connections) and the municipally owned

. systems serving East Prospect and Seven Valleys (200 and 180 customers, respectively). York
Teplaced the small systems’ water sources and ran 6,000 feet of pipe to serve Saginaw, 12,000
feet to serve East Prospect, and another 12,000 feet to serve Seven Valleys. The physical

_connections were completed by late-1995. The Pennsylvania Department of Environmental
Resources and Public Utility Commission helped remove regulatory hurdles York faced in taking
over the private system in Saginaw. - I S o I :

The added customers will give i_Y'orl-_c a gfeater customer base over ‘which to spread its own
increasing operating costs.. The company: currently- has a- 30 million-gallons-per-day surface

" water treatment plant with storage and distribution systems. It charges $36.74 per 10,000

gallons. of water; the average -annuai bill is about $240. That compares favorably with the
Pennsylvania-wide average residential water bill of $200 to $300. . -

-
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Greenacres Water Supplil; North éandan, Connecticut: .
' State-Facilitated Takeover Improves Quality of Water Service

 When the owners of a very small, troubled system decided to quit the water bﬁbiness;‘ o
Connecticut’s takeover statute helped Jfacilitate a fair and orderly ownership transfer.

Although ordered by the Connecticut Department of Health Services (DOHS) to make a variety

of improvements, the owners of Greenacres Water Supply determined they couldn’t afford the

. $191,000 required to upgrade their 115-connection system. Instead, they notified DOHS that
they wanted to quit the water business altogether. - o I

DOHS asked the state Department of Utility Control (DPUC) to hold a hearing on the matter.
During the hearing, two water systems expressed interest in purchasing Greenacres Water Supply
and operating it as.a -satellite.system. Later, Greenacres’ owners agreed to sell the system to
the Tyler Lake Water Company for $10,000, but the DPUC consumer counsel opposed the price
as excessive. After examining Greenacres® financial records and considering the improvements
that the system required, DOHS and DPUC determined (1) that $617 was a more reasonable

price and (2) the Bridgeport H draulic Company (BHC) was the "more suitable entity" to own

and operate Greenacres. -(Bridgeport Hydraulic. already operated the- North Canaan  water

system, and its water mains ran within 4,000 feet of Greenacres Water Supply.)

Ownership of Greenacres was transferred in 1988. The drinking water system that BHC
- purchased had three wells, one spring, a 6,300-gallon and a 2,500-gallon atmospheric water

' tank, and a 5,000-gallon pressure tank. The distribution system consisted of 11,583 feet of 1-
and 2-inch galvanized, plastic, and copper pipe. None of the 107 residential, 1 commercial, or
- 7 industrial customers were metered. There was no fire protection. - . '

The state ordered BHC to spread the cost of system imiprovements across its base of 96,000 ) |
customers to reduce the financial burden on Greenacres’ customers. DOHS and DPUC also

ruled that Greenacres® customers would be .billed at their old rate until all the residences were .

- metered. Then BHC could bill them at the same rate as its other customers in the area. BHC

was given a schedule for improving the'GreépaCres system.. It also was required-to submit -
certain financial information to the DPUC and to motify Greenacres’ customers .of the
acquisition. - - T ' .

This ownership transfer was facilitated by Conneqtiéut’é takeover statute, Which empowers the
state to promote system acquisitions as a way of correcting the problems of troubled systems. -
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._'Multlfaceted
| Res truc turin

: ThlS manual presents a spectrum of restructurmg options from
| which drinking water systems can choose. In many cases, -

| however, drinking water systems may need to implement more * )

| than one type of. restructuring optlon at a tlme We call such
actlons multlfaceted restructurmg

Multlfaceted restructurmg can 1nvolve the 1mplementatlon of -
more than one option within a single category. ‘For example, a

system may -decide t0 hire a certified operator and drill a new L

well. -Both actions are examples of internal changes. Or, a
system may opt for restructuring options from more than omne
| category. It may decide, for example, to make internal changes
and contract for outmde operatlons and maintenance services.

‘The systems whose stories are presented in thls section have all

'adopted multifaceted = restructuring. By ' matching. the
| restructuring options available to them with the problems they .-
faced, they have derived effective solutions. By thinking

- | creatively, about restructunng, these systems have improved the .
. | quality of their service, and in many cases- ‘have been able to .
expand water serv1ce 1nto new areas. : ST

'Necess1ty is the mother of mventlon, accordmg to the old'

saying. Necessity can also be the catalyst to restructuring.- And
creativity, along-with an openness and a willingness to change, .

can lead to multlfaceted restructunng ‘to address complex'
| problems. : o
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Multifaéated-Restructdfing o S ' Co ':'Case Studies
Multifaceted Restructuring

Community Water System; Higden, Arkansas: e -
Providing Wholesale Water and Technical Services Helps Small Systems

When buying good quality water at wholesale prices became the most economic alternative they
had to meet their customers’ need for safe drinking water, more than a half dozén rural
systems elected to do just that, and.a half dozen more are waiting in line. Now, their supplier

sells administrative and technical services, as well as water. . - '

* Built to serve an area of northern Arkansas that lacked drinking water service, Community '
* Water System, located on Greers Ferry Lake in Higden, Arkansas, originally served 1,500
customers in 1972. CWS now serves 4,100 retail customers and is expanding its services to sell
 wholesale water and provide contract administrative and technical services to over a If dozen

rural water systems in northern Arkansas. ‘ : 3

CWS has been fortunate to have Greers Fe:ry‘l;ake, an abundant source of quality raw water.
Northern Arkansas lacks an abundance of groundwater, ‘and the systems served by CWS benefit
from the lake’s abundant source of quality. drinking water. : : : v

Much of Community Water System’s ‘original service .area in Cleburn County included

recreational areas that saw considerable seasonal use. Eventually, the board of directors decided

. to expand in an effort to improve the system’s economies of scale. In 1986, CWS began selling
wholesale water to the City of Shirley, Arkansas, a system with approximately 300 meters, -
expanding the CWS’s service area to 85 square miles in two counties. Since 1992, CWS has.
performed several extensions to the system, ranging in size from 3 miles of pipe to serve 21 new
customers; all the way to 86. miles of pipe to serve 600 new customers. :

. Construction began in March 1995 to add seven wholesale customers. CWS.took the lead'role
as Project. Developer, providing direct interaction with the engineering and legal services and
arranging for financing of the project. The system is currently working with a second group ‘of
nine rural communities seeking to secure a safe and reliable- source of drinking water. The

_ second group has already_contractegl'With CWS for administrative and technical services.

The ability to monitor all the critical elements involved in providing water on a wholesale basis
from one site is key to their success. The system’s expansion into these activities has had little -
impact on the retail customers of its base system. The rate they pay for 4,000 gallons per month -
is $22.70, and this rate is not expected to increase. The impact on the other system’s retail rates -
varies according to their indebtedness and operating costs, but the wholesale water rate is the

same for each system. The incentive for all the systems to become involved in CWS projects

is based on a need for a long-term, stable supply of quality water at a reasonable price. Simply .

put, buying good quality water at wholesale was cheaper than the other options they had to meet
their customer’s needs for safe drinking water. o - E . L
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North Lakepbrt-Cauht}? S'ervic‘,'ev District #21; La‘kepoft,” .Ca[ifornia: !

_ Private-to-Public Restructuring Leads to Reliable, Affordable Service '

" A series of ownership transfers and the creation of a county service district have consolidated
" more than four dozen drinking water systems into one, improving service to existing customers
and making additional development possible. - ~ S S

Ownership transfers and the formation of a county servicé district brought together 51 small -

* . " drinking water systems in this county north of San Francisco. (California defines a small system-

as one with fewer than 200 service connections.) Now the customers of these once-independent . -

. systems in-subdivisions, mobile home parks, and resorts enjoy safe, reliable drinking water—and
- new development has been made possible by the availability of adequate drinking water.

Prior to 1981, most small systems in Lake County provided little or no treatment of their water,

and this led to numerous violations of drinking-water regulations. State and county records . - ’

* indicate that 80 percent of the systems had violated regulations requiring them to sample
regularly and limit turbidity and coliforms; systems served by wells often’ violated limits on ..
arsenic and’ barium, ot had high levels of iron, manganese, and dissolved solids. - Water -

- shortages occurred, and development in many areas had s_topped because of ;i lack of water. S

In 1984 and again in 1986, .California voters approved the Safe Drinking Water Bond Laws, '

. which provided $150 million in low-interest loans and grants for water system construction to

~ correct public health problems. The California Department of Health Services identified North
. Lakeport as a possible candidate for a regional water system and invited the County Special

\ District Office to apply for funding. The county hired an engineering firm to prepare a

- feasibility study, which in June 1985 recommended formation of a regional system. That system
~ would be composed of the existing small drinking water systems, individual homes served by -
. poor-quality water, the Lakeside Community Hospital, the county juvenile-detention center, four -
new residéntial developments, and the county’s planned minimum-security jail for 500 prisoners.
The total project cost was $10.4 million. - T

Using the results '6f the engineering study, the county complgtéd its applic’atio‘n;'v “,the state -
~ committed to providing $5 million in low-interest loans and a $400,000 grant. ~ The.county

formed an assessmient-district to raise the additional $5 million the project required. Several .

meetings were held at which the county health department stressed that the small systems would . -

" have to make significant, and costly, improvements to comply. with drinking water regulations.
" and providé water of adequate quality. Voters were convinced that forming the district was the
least costly solution, and in October 1989 they voted to do just that. The $5 million loan-from "
the state is paid out of water user charges. The bonds sold by the county are being paid back
through the assessment district. - k | : o

. Construction of the new regional system began in January 1990. The project was- expected to.
_ add $10-$12 to the monthly water bill' charged to-each service connection. In 1994, the regional
. system’s basg rate was $11.91 per month, plus $0.64 per 100 cubic feet of water used.
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Warren Rural Electric 'Cobperative; Bbwling Green, Kentucky::
Repeated Restructurings Expand Water Service Throughout Region

_In the 30 years since it helped start its first drinking water system, this rural electric
cooperative has repeatedly restructured and now provides @ full range of services to rural water
districts in four western Kentucky counties. ‘ L

Providing quality drinking water in rural areas poses many - problems. Systems in the rural
- Kentucky counties served by the Warren Rural Electrical Cooperative (REC) found ‘their lack
of operational expertise and economies of scale to be particularly troublesome. Restructuring
is a powerful tool for addressing these problems, however, and Warren REC is a good example
of how a variety of restructuring tools can be used to good effect. ' . :

. Warren REC helped start its_ first drinking water system in 1964. The system had 60
connections, and Warren REC helped operate it after it was up and running. Thirty years later,

Warren REC provides a full range of services to the rural water districts of Warren, Butler,
Grayson, and Simpson counties, hich collectively have more than 23,000 connections. The '
cooperative performs operations and maintenance tasks, management and administration duties
‘such as billing and contracting; and planning and engineering functions. The four-county area,
served by the REC stretches almost 70 miles from the Tennessee state line north almost to

" Elizabethtown, KY. ) o T = ” ' . ‘

Typical of Warren REC’s projects is 1094’s $2 million expansion to bring water service to 550° ‘

* . homes in the Grayson County ' Water - District. Warren REC provided the ‘planning - and

engineering expertise, arranged for finan’cing, and will continue to operate the expanded system. ° -

Warren REC intends to add the caipabiliiy to monitor from a ceﬁ&ai location the dririking water .

+ « operations for which it is responsible. The cooperative plans to purchase a Supervisory Control

and Data Acquisition (SCADA) system to permit remote monitoring of systems thro'u‘ghout its
four-county coverage area. . - e o ' . '

Water rates are set for each éomity water district. In Warren County, which has the most .

connections (15,000), the average customer pays $15.25 per month; customers located in less '
- dernisely populated areas pay about $24 per month. ‘ : ~

' Restr’uctunfng Small Dﬁqking' Water Systems — 36 “

N




Multifaceted Rastructur)'n.g" , S I U ~ Case Studies

Pioneer Electric Cobperaii\ie; Greén_ ville, Alabama:

. Creative Restructuring Helps Bring Community Wa‘ter‘tq Rural Areas -

In an effort to bring community water to rural parts of southern-Alabama, Pioneer Electric. -
_Cooperative has aided the creation of county water authorities and, along with existing water
systems, provides management, administration, operation, and maintenance services.

In 1975 Pioneer Electric Cooperative (PEC), headquartered in the southern Alabama community
of Greenville, began working to bring community water to rural areas of Butler County -unserved
‘by water systems. Since then, PEC has spearheaded a number of projects to-expand community -

water service in this part of the state.

'PEC helped in the creation of the Butler County Water Authority (BCWA) in 1975. Initially, -
the BCWA had 1,200 customers, An additional 2,100 have been added with the assistance of
~ three loans and grants from the Farmers Home Administration and the Community Development

Block Grant Program. Half of the BCW A’s 3,300 customers get their electric power from PEC.

‘The South Dallas Water Authority (SDWA) was also organized- with the help of the PEC.
Funding was approved in 1988, and 1,200 customers -were connected to the system during the .
project’s first phase. The second phase, which is pending, will add another 200 customers to
- the system. = - R . .

PEC also manages existing systems owned by the West Dallas and the Lowndes County Water

" . Authorities. A project is underway that will-add 500 connections to West Dallas’ current 345. = - |

~ Lowndes County has 985 connections. In addition, PEC continues to explore options to provide

. water, O&M services, and other forms ‘of support to systems in need of help. -

Each Water Authority has a board, but no staff. PEC performs all management, administration,
operation, and maintenarice tasks. -All the systems it runs use ground water, ‘and theyall have -
chlorination, pumping, and storage facilities. PEC is.also responsible for more than 900 miles
of pipe.. BOWA has 570 ‘miles, Lowndes has 185, SDWA has 156, and West Dallas has 33
- miles of pipe. ‘ S o ‘ o

. PEC’s(goal‘ is to serve all the hofnes in its counties with water. In Euﬂer- Countyi(pdpulatibn o
22.,000) all but 300 homes are now served, and a project is in place to serve 125 of them. - To

‘help meet its goal, PEC -plans to have its entire system on'a Supervisory Control and Data - -

. Acquisition (SCADA) system, W i | ‘ v m a
" ‘remote location. All of the BCWA is currently on SCADA, and South Dallas will be going on-
line soon. - Co ' SRR '

¥

 Minimum water rates for 2,000 gallons are as follows: Butler, $10.50; Lowndes, $12.00; South
Dallas, $12.50; and West Dallas, $13.00. o L
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" Multifaceted Restructuring . - o .. case Studies

Roaring Creek Water Company; Shamokin, Pehhs'yl\ianiaf

" Need for Expanded Customer Base Drives Multifaceted Restructuring

h The need Jfor a larger customer base over }'vhiqh to spfedd the cost bf a new treatment piaﬂt
for two small, recently acquired drinking water systems prompted this case of multifaceted
restructuring in Pennsylvania. _ ) ' o L .

Although the consolidation of water systems most typically occurs locally; some private water

' companies are recognizing business opportunities on a régional basis. In the case of Consumers
Water Company of Portland, ‘Maine, that region can ‘extend as far away as the eastern:
Pennsylvania town of Shamokin. ' S ' : : ‘

In 1986, Consumers Water Company (CWC) purchased the 11,000-customer Roaring Creek
Water Company in the Northumberland County town of Shamokin.. At the time, Roaring
Creek’s dams needed repairs and the surface water used by the system required filtration. To
reduce the per-connection cost of treatment plant construction, CWC decided to ‘expand Roaring
Creek’s customer base by acquisition. ) : o o

. Two nearby small water systenis, Butler and Treverton, were already .connected to Roaring

Creek as standby or emergency sources. . Both systems had problems of their own, however. . a

. Relying on, untreated. surface water, Butler (800+ connections) was plagued by turbidity
_problems. ‘Treverton’s well didn’t provide enough water for the system’s 400 connections. Both
systems suffered from lack of investment, which had led-to .O&M problems. Despite these

_ problems, Roaring Creek Water Company purchased the Butler and Treverton systems in 1992.-
They and the other systems operated by Roaring Creek will be served by surface water and the
new $10 million, 8 million-gallons-per-day treatment plant went on lin¢ June 6,.1995. -

- The purchase of the Butler and Treverton water systems-resuited'in lower .water rates for their
customers, and more than $100,000 in capital investments by Roaring Creek Water Company.
Roaring Creek’s system-wide water rate at the time of the acquisition was $42 per quarter; =
Butler.and’ Treverton customers paid about $50 per quarter. A rate increase.to cover the cost '
of the new treatment plant was approved, and went into effect on June 6, 1995. The Roaring’
Creek Water Company currently serves some 18,000 customers in 15 Pennsylvania communities
spread over three counties. Most recently, the Roaring Creek Water Company purchased the .
two consecutive water systems serving Mount Carmel and Ralpho Township. (Consecutive, -
systems buy water from another water company and then sell the water to their customers.) Its
parent company, CWC, owns and operates 10 water utilities in 6 states which provide service - '
to more than 216,000 customers. - e o
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Consumers New Hampshire ~Water - Company; Londonderry, New
Hampshire: . S B
Multifac'eted Re_strqctu;ing Addresses Needs of 12+ Small Systems

~ More than a dozen deﬁeloper-bﬁilt simall systems Have undergone mu!tzfaceted. restructuring
o address a variety of problems encompassing water quality, distribution, and O&M. ‘

* The Policy Water Company ‘was composed of 14 systems built by dev'elope,rs'in southefn New
Hampshire. These systems were built when there were no state or local design criteria, no

construction inspection, and no operational oversight. A developer typically "bid-off" one pump - V

company against another to obtain the least cost system. These developers gave these. systems

. to Policy once they realized the systems were liabilities rather than assets.  Together, the .

~ systems served about 960 customers; the smallest system had 14 connections, the largest had

-~ about 220. “These poorly maintained systems had numerous problems,- including problems with
. distribution and O&M. . S L

In the mid-1980s, the Southern New Hampshire Water Company (mow Consumers New

Hampshire Water Company) purchased these- 14 systems for the purpose of obtaining a water

- “utility franchise in the community and set about upgrading them. Six years-later, almost ail the -

. regulatory deficiencies have been eliminated, and the company is.in the process. of
interconnecting the systems, whose connections now total more than 1,000. .

- The customiers of all 14 of the systems are now charged a minimum of $13.14 per month. 'I,‘he-"

. systems are all within'a 25-mile radius-(1 hour-one way) of Londonderry, New Hampshire. . . .

"'They are operated as satellite systems.. -

. .Consumers New Hampshire Watéx; Company is a subsidiary of Consumers 'Water’bonipﬁny-in ,

~ * Portland, Maine. (See the case study on the Roaring Creek Water Company -for more.

information aboiut Consumers Water Company.) Consumers New -Hampshire Water Company

owns and operates 20 non-interconnected satellite. systems within 11 towns which, when

combined, total 37 wells and 339,000.gallons of storage.. Its core service area is composed of .
the communities of Hudson and Litchfield. It serves a total of approximately 5,000 customers, -
-most of them residential users. Three wells currently provide source water for the core
" Consumers New Hampshire Water Company system, and purchase agreements with’ the water

| systems serving the communities of Derry and Manchester, and with the Pennichuck Water

‘Works, supply additional water. - Although the customers of these systems benefitted from this - -

 purchase by improved water service, they pay almost the highest rates of any system inN.e_w
Hampshire. v . - ' - ' ST
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Lonaconing, Maryland:

Internal Changes, Contract O&M, Ownership Transfers Enéure Safe Waté_r “

A restructuring first envisioned more than 70 years earlier finally became reality by 1994
when, through a series of restructurings, a regional water system was developed in Maryland’s
Upper Georges Creek watershed. ‘ - '

in the late 1980s, the Allegany County towns of Nikep’-Moscow'and Barton were plagued by -
. problems with water quality and quantity. The nearby community of Lonaconing had a water
system that had three surface reservoirs, but provided no treatment other than disinfection. State
action to-require the treatment of surface water supplies served as a catalyst to restructuring
involving internal changes, contract O&M, and ownership transfers.. :

‘As a result of a-series of projects from 1988 to 1994, Lonaconing became a regional water
* system serving the Lower Georges Creek area encompassing Lonaconing (1,134 connections),
Nikep-Moscow (135 connections), and Barton (345 connections). Projects in 1988 extended -
Lonaconing’s system to both towns and to an additional 31 homes in an area outside Barton
known as Meadows. A follow-on project in 1993 and 1994 provided treatment for each of the
three water sources serving the regional system and increased the system’s storage capacity.
Lacking a certified operator-to run and maintain the new filtration plants, Lonaconing contracted
_ out-for-those services. o PN oL S ’

The Maryland Department of the Environment was instrumental in encouraging this regional.
_ solution to the drinking water problems along Georges Creek. The state provided $1.826 million
in grant funds for the projects. The Farmers Home Administration provided a $2.371 million -
grant and $2.48 million loan. The system improvements cost $6.8 million. e

Quirterly water rates in Lohﬁconing' were-a minil_mim'of $22 and an average-df $41 before the .
project; after the project, rates will double to a2 minimum of $44 and an average of $82 per ..
quarter. . . . . : : ) . : . .

‘ he‘resu'uémring on the Upﬁef,Georges Creek wate.r.shede'ivas first des'c:ibequre than 70 yearé -
.0 by state sanitary engineer Robert B. Morse and his assistant, Abel Wolman. In the first
:gineering bulletin published by the Maryland State Department of Health, they wrote: - '

The efforts of the State Department of Health are not being confined to individual towns, but are being, .
extended to encouraging the establishment of water and sewerage districts consisting of favordbly located. . -
communities or of larger towns and their unincorporated suburbs. In the latter case the extension of
municipal systems into sections which have not been able to obtain improvements under county government
is rendered feasible. Progress is now being made towards the formation of a water and sewerage district
in the Georges Creek region, where within a comparatively. small area there are communities with an
aggregate population of over 30,000 which now have inadequate facilities. - [Emphasis added.]

- _ Restructuring Small Drinking Water Systems — 40




’ ,.Multifaceted Restructu)inb o : - T : . o " Case Studies

Derry Waterwdrks; Derry, New Hampshire: o RN

- Municipal Ownership of New Systems. Prompts Multifaceted Restrdcturing

When officials of the Neﬁ’:Hamﬁshire town of Deﬁy decided that all név_& drinking. water
systems in_their community should be municipally owned and operated, they set in motion a

 multifaceted restructuring involving internal changes, contracts, and ownership transfers. . )

. Located near the Massachusetts state line, the town of Derry, NH, is a bedroom community for
the metro-Boston area. The town experienced phenomenal growth during the 1960s, 70s, and

80s. Numerous housing developments were constructed. Since developers were not required’

‘to tie in to the municipal water system, by 1985 there were approximately 35 very small public . '

water systems constructed by developers in the immediate vicinity of the municipal service area.

During the 1980s, citizens complained more and more about these developer systems. Their

grievances included water rates, alleged poor responsiveness of state regulators, wells going dry, -

* system disrepair, and poor responsiveness on the part of system owners. These complaints made
an impression on local elected officials. SRR - T

" Thé town had been experimenting with "contract ops" of its municipal water distribution syStem

from 1986 to 1990. Near the end of that period, the public works management team made a. .

- crucial decision that Derry’s long-term interests were best served by having town employees
operate thé entire municipal water system. This in turn'led to authorization of a master plan for
"- the water system. In preparing the master plan, the town was forced to answer certain

. conceptual questions concerning whether new systems would be allowed and what would be the - |

- operational nature of the existing systems in the future.

Also in 1990, the town-owned Derry Waterworks bought three systems. Since then developers
- have turned another three systems over to the town. Four systems are operated as small satellite

systems by the Derry Waterworks. Each satellite system has its own well(s), storage facilities,
and distribution system. ~ (The other two systems are. now connected to the core system.) The -
~waterworks also operates a core system of 3,600 connections serving the downtqwn-ar_eé. It
buys water from the nearby city of Manchester.” . ‘ S o

"“In 1992, Derry Waterworks termmated its O&M contract because lnnlarixragers‘felt thyéy';:ould' do
~-the job cheaper, and without the contract they would have better control of the system. o

" Thirty small drinking water systems in Derry remain pﬁva_télj owned. The city’s goal is to own

them as well, then physically connect the systems with Derry’s where it makes technical and "
economic sense to do so. v o S : S :

The Derry Waterworks also wants to have all its systems charge the same rate for water.

Currently, customers served by the core system pay $12,36*pér ‘quarter for their first 500 cubic "

~ feet of water and $1.73 for each 100.cubic feet after that. Customers of the satellite systems®
"~ now pay the same rate. . . o o D

L
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Homestead Municipal Utility District, El Paso, Texas:
Internal Change Leads to Series of Restructurings.

Obtaining professional management was the key to the internal restructuring of two troubled
Texas water systems. That successful restructuring has paved the way for at least 10 privately
owned systems to be restructured into public ones that will be acquired by El Paso County and

managed by the Homestead MUD. o > o

. Developers built- two of the Homestead Municipal Utility District’s drinking water systems in .
the early 1980s. During that decade both systems were expanded and merged with little concern -
for water quantity or system integrity, and major problems resulted. In July 1992 the 822-
connection system, ' which served only " colonias, failed. (Colonias 'are economically
disadvantaged, low-income minority communities that qualify for special programs in the state.)’
The state took Homestead MUD to court, and the resulting: settlement prohibited additional. .
connections to the system. The settlement also. ipiilated that Homestead MUD would undergo .
an audit by the Community Resource Group and would follow any recommendations resulting -
from that audit. - - , AU

One recommendation was that Homés;ead MUD hire an outside mger who had no ties to the
developers who built the systems that became Homestead MUD. Hiring an outside manager was.

key to the restructuring of this system. So long as the system- was poorly managed, funding - -

agencies and regulators were reluctant to work with the system to correct its problems. With
a qualified manager on board, however, they .were more willing to act as partners in the
. system’s restructuring. ' SR

The new manager had his hands full. . His system was in terrible shape; the ,staté’s list of ‘

.required improvements ran to 29 items. Debt-ridden and incapable of meeting secondary water - '_ .
quality standards, the system also was plagued-by insufficient well capacity, inadequate storage,

and pumping and other problems. He set to work on getting control- of the budget and reducing .
- overhead. . He paid .the bills and obtained loans and grants ‘from the Farmers Home
Administration (FmHA) to pay off some of the debt, install elevated water storage, and fund
other improvements. Lo e T R
Most of the water system’s problems, except the distribution network, had been dealt with by
late 1994. The moratorium on new connections will remain in place until the El Paso Public
_Service Board runs a 24-inch pipe 7 miles to bring water to Homestead at a cost of $6 million. -
The county, plans to obtain $3.2 million from the Texas Water Development Board (90 percent
. grant funds, 10 percent loans).to replace the distribution system in Homestead’s colonias. These.
state funds are available only to correct problems with water systems that serve colonias; the
funds dre not available to all water systems. The Texas Water Development Board, Texas
Natural Resource Conservation Commission, and FmHA proposed that all the water systems in-
the area should be publicly held so they could qualify for loans to fund improvements. As a
result, 15 privately owned drinking water systems and two colonias serving a total population
_in excess of 5,500 that lack water service in the Homestead area will be purchased by El Paso -
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County and operated under a contract by Homestead Homestead also w1ll buy water from the' .
Servxce Board and sell it to these systems. -

: though water bills as hxgh as $100 a month were not uncommon in Homestead current bills

. average 60 percent. of what they were prior to 1993. Thanks to the financial support it has

~ received, Homestead MUD has restructured internally to provide improved serv1ce and safe
drinking water w1thout huge increases in water rates.
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Rolesville, North Cz=olina: -~~~ ' o :
. Flexibility Leads tc ~-ontract O&M, Purchased Water to Meet Local Needs

Successful restructuring often requifes ﬂextbtlzty ‘When contract O&M faiied to do the trick -
for this North Carolina system, Rolesville turned to multifaceted restructuring.

In 1987, the North Carolina town of Rolesville decided to contract out the operation and
maintenance of its 250-connection system in order to improve the quality of service in the town. |
This turned out to be the town’s first step in a series of restructurings in response to Rolesvilles’

_In its first réstructuring, Rolesville contacted Crosby Water and Sewer Inc. in nearby Wake - -
_Forest to run the town’s wells, operate the chemical treatment .apparatus, collect monitoring
samples and deliver them to the town’s contract lab, and read and install water meters. Since
1987, Crosby Water and Sewer Service has closed several wells because of high monitoring -
costs relative to their yield. Crosby still maintains one well for Rolesville, but the town now

* buys finished water from Wake Forest. Rolesville handles its own billing. - :

Initially, contracting out for O&M -was the ‘more cost-effective than employing 2 certified .
operator to run the Rolesville system. As Crosby closed wells and reduced the scope of its .
services to Rolesville, the town’s payments .to Crosby also declined. In 1994, Rolesville paid
Crosby $300 per monith, which does not include the cost of purchased water from Wake. Forest. -
- ' The average water. bill in Rolesville is $25 per month; the minimum monthly bill is $11.10 for
. 2,000 gallons-of water. v AR o e o
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