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Preface

This document is a demonstration ofhow the State ofIdaho, Division of Environmental Quality
(DEQ) plans to implement a strategy to assist existing public water systems in improving their
technical, financial and managerial capabilities. This initiative is a requirement imposed by the
Safe Drinking Water Act (SDWA) on all states that wish to participate fully in the Drinking
Water State Revolving Loan Fund program. Section 1420(c) ofthat Act specifies five elements
that a state must take into account when preparing a strategy for helping existing public water
systems to improve their capacity. The state is required to submit its strategy to EPA for review
by August 6, 2000.

In April of 1998, Idaho DEQ convened a Citizens Advisory Committee to advise the agency on
how it should approach the SDWA capacity development provisions. This Committee was
composed ofpersons who represented a wide variety ofgroups with an interest in drinking water
issues. A Report ofFindings was submitted to DEQ's Administrator in early 1999.

The Report ofFindings is the foundation on which Idaho's Capacity Development Strategy rests.
It describes in detail how the five required elements were considered in the course ofthe
Advisory Committee's work. It provides sixteen specific recommendations to DEQ on how the
agency can assist public water systems in improving TFM capacity. The Report ofFindings is
included in its entirety as Part 2 ofthis document.

Part 1 of this document is a discussion ofDEQ's consideration of the Advisory Committee's
findings. It lists the recommendations that were chosen for implementation and the rationale
behind these choices. It also discusses the resources that will be applied and the timetable'that
will be followed in implementing Idaho's Capacity Development Strategy.
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Part I-Idaho's Capacity Develop_m_e_ll_t_S_t_ra_t_e.....g"'-Y _

A. Introduction

The Report ofFindings submitted by Idaho's Capacity Development Citizens Advisory
Committee is a comprehensive document which provides a clear discussion of the five elements
that a state is required to consider when preparing a Capacity Development Strategy. Part 1 of
this document will not simply repeat material presented in the Report ofFindings. Instead, it will
provide a description ofthe process and rationale by which DEQ has used the Committee's
recommendations to fashion a Capacity Development Strategy for the State ofIdaho. This
document emphasizes the overall content of the strategy rather than the process by which it will
be carried out. It is written in plain language designed to make it easy to read by managers,
stakeholders, and citizen policy makers.

B. Public Involvement

The Citizens Advisory Committee was the primary means for obtaining public involvement in
developing a strategy. The members of the Committee represented a wide array ofinterests and
there was considerable networking among members and their organizational associates during
the course of the Committee's work. It is felt that this process established a new and higher
benchmark for public involvement in implementing initiatives within Idaho's Drinking Water
Program..

In an additional effort to engage the broader public, a series of workshops was held in six cities
throughout the State. While DEQ believes strongly in the principle ofpublic involvement, it also
freely acknowledges that modem times are often characterized by what might be called a culture
of disengagement, in which citizens are generally reluctant to contribute personal time to the
examination of govemment initiatives unless there is a clear and immediate impact on their
personal lives or interests.

Although DEQ offered considerable opportunity for citizen input, attendance at the public
workshops in late 1998 was quite limited. Those who did attend were usually associated with
drinking water systems or non govemmental organizations and were interested mostly in whether
or not the program would offer a promise ofmeaningful government services in the short term.
Most attendees were not prepared to provide pointed commentary on the SDWA requirements or
the recommendations of the Advisory Committee, even though the Report ofFindings had been
posted on the Internet and ads had been published in the State's major newspapers containing
instructions for obtaining a copy ofthe report. In spite ofthese shortcomings, a number of
comments were received and responses to these comments are offered in Section E ofthe Report
ofFindings.
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It is expected that public interest will increase as the Strategy is implemented and assistance
efforts begin to have a direct impact on water systems and their customers. ill the section
concerning future plans (Page 13), there is further discussion ofhow DEQ hopes to elicit
ongoing public participation.

C. The Five Required Elements

The SDWA requires the State to consider five elements when preparing its strategy:

• Methods or criteria to prioritize systems
• Factors operating in the State which impair or enhance capacity
• How the State will use the authority and resources of the SDWA
• How the State will establish a baseline and measure improvements
• Identification of interested persons

The Citizens Advisory Committee looked at all ofthese elements in detail and the results of their
deliberations are included in the Report ofFindings. This section of the document will be
limited to a discussion ofhow DEQ evaluated the Committee's findings in these five areas and
its decisions on which elements to include in the final strategy.

C.l. Prioritizing Systems for Assistance under the Strategy

DEQ will adopt the scheme developed by the Advisory Committee, which is illustrated on pages
6 and 7 ofthe Findings Report. ill simplest terms, this approach targets systems that are
experiencing compliance problems. It then divides these problems into "critical" and "serious"
categories, based on consideration ofpotential public health impacts.

The prioritization scheme is not intended as the sole means by which a water system would
become eligible for assistance. All existing systems may apply directly to DEQ for assistance at
any time. Furthermore, systems that rise to the top of the priority list because they are having
compliance problems may not receive assistance if they are unwilling to engage in a partnership
with DEQ and its service providers. All of this is consistentwith recommendations given by the
Committee.

Finally, the existence ofa prioritization scheme is intended to target capacity development efforts
in a manner that recognizes resource limitations, but it is not expected to limit the eventual reach
ofthese efforts. As part of the State's core drinking water program, capacitydevelopment
assistance is expected to be available in the longer term to virtually any water system that has a
need and is willing to cooperate with DEQ or its partners in achieving solutions.

C. 2. Factors that Encourage or Impair Capacity

The Advisory Committee committed a large amount of time to delineating these factors. ill its
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review of all factors identified, the group selected a subset for consideration when putting
together its recommendations on the specific types ofcapacity development assistance that
should be provided in Idaho (the sixteen recommendations discussed below). Those factors that
were considered to be clearly outside ofDEQ's ability to influence or control were dropped from
immediate consideration. However, with an eye to the future, the Committee retained all of the
factors in its report so that DEQ could revisit them. Changing social, demographic and political
circumstances could potentially make some factors more approachable in the future than they
appear to be at present.

In its review of the Findings Report, DEQ managers and drinking water program staff studied all
ofthe factors listed and concurred broadly with the Committee's choices ofthose that should
inform capacity development efforts in the immediate future.

c. 3. How the State will use the Authorities and Resources of SDWA

The Findings Report lists sixteen recommendations for programmatic activities that DEQ could
choose from in implementing a Capacity Development Strategy. DEQ weighed all of these
recommendations carefully and concluded that it would select half of them for attention during
the initial implementation of its strategy. ,Ai,

, ;
\:......}./

The SDWA calls for the state to apply its authorities and resources in three general areas:

Assist systems in complying with the national primary drinking water regulations. Virtually all
of the chosen recommendations are designed to enhance, the ability ofwater system managers and
operators to understand and successfully comply with the regulations. The prioritization scheme
previously discussed will target systems that are experiencing compliance problems.

Encourage the development ofpartnerships between public water systems. Although there is not
a specific recommendation that emphasizes this topic, DEQ intends to weave this theme into the
specifications for all training products and educational materials that are developed under the
strategy.

,Assist public water systems in the training and certification ofoperators. DEQ has sponsored
operator certification training for a number ofyears and will continue to do so into the
foreseeable future. Because this element was already in place, it was not included in the
Committee's recommendations as a separate issue, although each ofthe recommendations listed
below addresses important operator skills and knowledge. Additional remarks on this topic are
on Page 12, in the section on integrating the strategy with the existing drinking water program.

The selected recommendations are listed below. Additional information is given on Pages 10
and 11 in sections dealing with resources that DEQ will employ and a tentative implementation
schedule.
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I) Enhanced Sanitary Survey-DEQ will attempt to enhance its routine sanitary surveys to
include increased attention to elements of system capacity. Since the sanitary survey has
traditionally centered on technical capacity, the enhancement mentioned here will focus on
managerial and technical capabilities. A goal associated with this recommendation is to gather
and analyze capacity related information through time, which will be interpreted as feedback on
the success of capacity development efforts and also used as a resource in making future program
enhancements.

2) TFM Self-Assessment Tool-An easy-to-use tool is needed to guide water systems through an
examination oftheir own TFM capacity, with a view to identifYing opportunities for
improvement and suggesting the types of assistance that would be beneficial to them.

3) Business Planning Handbook-Most small water systems do not engage in planning activities.
Frequently, they lack the knowledge needed to carry out this vital function. This handbook will
contain simple but inclusive instructions on the types ofplanning activities appropriate for small
water systems, with an emphasis on financial and managerial topics.

4) Water System Financial Training-This will be a geographically distributed training program
dealing with topics such as rate setting, budgeting, and planning. There is some overlap between
this item and number 6, below.

5) Handbook on Statutes and Rules This was envisioned as a simple description of regulatory
requirements imposed on public water systems by the SDWA. While the feasibility of such a
product has not been fully evaluated, DEQ felt that something of this nature would in fact be
useful to water systems and appreciated by persons who operate them.

6) Capital Facilities Management Planning-Many water systems lack a detailed knowledge of
an appropriate replacement schedule for the primary physical components of their facility. This
recommendation would take the form oftraining for system managers and operators on how to
put together a long term capital replacement plan and how to budget so that funds are available
when equipment needs to be repaired and replaced.

7) Proactive Distribution ofInformation-DEQ should enhance its efforts to provide water
systems with the earliest possible notice ofnew regulatory requirements.

8) TFM Training for DEQ Staff and Consultants-Because ofpast emphasis on the technical
aspects ofwater system capacity, DEQ drinking water staff and many members of the consulting
community are not especially well informed on financial and managerial capacity issues. This
training would round out the expertise of these groups and enable them to provide better service
to water systems.

DEQ made the choices listed above for several important reasons:
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• Most of these activities lend themselves to outsourcing. State drinking water program
staff will not be allowed to grow at the present time. Because existing staff could not be
fully redirected to the capacity development effort, the only way to achieve meaningful
results is by contracting for services with providers outside of the agency. Non
governmental organizations and other service providers are available within the state and
region and should be able to provide excellent support for this program.

• Because many ofthe impairments to water system capacity identified by the Advisory
Committee had to do with the knowledge possessed by DEQ and by water system
managers and operators, it was felt that the emphasis in the early years of strategy
implementation should be on learning tools.

• The recommendations chosen represent initiatives that can yield benefits in a relatively
short time.

Note: It is important to recognize that the remaining eight recornmendations of the Advisory
Committee that were not selected for initial implementation are by no means being discarded or
ignored. DEQ envisions the capacity development strategy as a long-term commitment. It is
recognized that some ofthe best recommendations ofthe Committee are included in those that
were passed over in this early phase ofthe program. The fact that they were not chosen is a
function ofresource limitations. It also results from a realistic assessment ofDEQ's ability to
control outcomes in areas such as land use planning, regionalization, and non-proliferation of
small systems. For additional discussion of these topics, see the section on future plans on Page
13.

CA. How the State will Establish a Baseline and Measure Progress

DEQ will adopt the three-pronged tracking system recommended in the Report ofFindings. In
summary, this consists ofthe following points:

I) Compliance Tracking: This includes observation ofcompliance trends on astatewide basis, as
would be reflected in the triennial report on systems with a history of non-compliance and the
significant non-compliers (SNC) exceptions report, as well as system-specific responses
following the receipt of assistance under the capacity development strategy. To track the latter,
systems that receive assistance may be asked to complete a survey regarding the effectiveness of
that assistance, or may be asked to conduct a TFM self-assessment within a year of receiving
assistance. Annual compliance reports, numbers ofoperators who become certified, and TFM
assessments ofSRF loan applicants are additional sources of information on water system
capacity in the state.

2) Outreach and Assistance: This involves tracking of efforts more than results. The number of
enhanced sanitary surveys conducted, number of capacity related site visits, and number ofwater
systems which complete TFM self-assessments will be tallied annually.
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3) Planning: A periodic survey may be conducted to detennine how many water systems are
engaging in capital planning, other types ofbusiness or financial planning, and self-assessment
activities. It is felt that planning activities will serve as a useful index of capacity gains by water
systems. Over time, statewide trends in the use of planning activities may also reflect the degree
to which understanding ofcapacity issues is spreading among water system operators and
managers.

The overall results of these tracking efforts will be used to assess the strengths and weaknesses of
the strategy and provide the basis for future enhancements.

C.S. Identification oflnterested Persons

DEQ believes that the Citizens Advisory Committee did an admirable job of identifying persons
and interest groups that would be expected to have an interest in public drinking water.
Although some ofthe identified parties declined to participate in the Committee's activities, it
seems clear that a wide spectrum of interest groups was at least given an opportunity to do so.
The final Committee composition represented a broad cross-section ofinterests and clearly met
the SDWA requirement for a proactive process of public involvement.

Participation by the public at large has previously been discussed. Although invoking public
interest is often a disappointing undertaking, DEQ expects to continue making infonnation about
capacity development efforts available through illtemet postings, press releases, and in
occasional public workshops that will be scheduled when future modifications in the strategy are
being made. The Capacity Development Citizen's Advisory Committee may be re-activated in
connection with future activities that are specific to this strategy. The state's Drinking Water
Advisory Committee, which has pennanent standing, will continue to be a primary vehicle for
public involvement as well.

D. Rationale for the Strategy

All five of the elements required by the SDWA are incorporated in the Idaho Strategy.

1) A prioritization scheme which centers on system compliance, willingness to cooperate, and
public health impacts will be followed.

2) The recommendations chosen for early implementation are direct outgrowths of an analysis of
the factors that impair or enhance water system capacity in Idaho.

3) DEQ will use the funding available through SRF capitalization grants to underwrite the costs
of this comprehensive assistance program.

4) DEQ will measure individual system responses to capacity assistance and will track overall
trends in compliance within the state. ill addition, specific activities carried out under the
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strategy will be tallied as a general indicator of effort expended.

5) Public involvement has been an over-arching priority from the beginning and will continue, to
the extent possible, in the future.

Taken together, the recommendations that will be carried out as part of the strategy will provide
lasting benefits to existing public water systems by improving the knowledge base of system
operators and managers.

E. Resources

As mentioned in Section C.3, on Page 7, DEQ currently lacks permanent staff that may be
dedicated to developing all ofthe learning tools and training programs included in the
recommendations chosen for the strategy. In a separate action that is independent of the Capacity
Development Strategy, DEQ is working with a "sustainability subcommittee" of the Idaho
Drinking Water Advisory Committee to develop stable, long term mechanisms for meeting the
resource needs of the drinking water program.

In the meantime, the agency plans to prepare descriptions of the various products that are needed
for the strategy and seek proposals from suitable service providers for development and delivery
of these products. The means for accomplishing this work will be state contracts with service
providers. An existing staffmember within the drinking water program will attempt to work half
time, beginning August, 2000; or sooner, to prepare product descriptions and begin soliciting
proposals. Awarding of contracts and evaluation of deliverables will follow. Many excellent
materials dealing with drinking water system capacity are appearing around the country as states
gear up to comply with these SDWA requirements. It is possible that some of the learning tools
may be available without the need for an extended development process.

Funding will be provided by an annual set-aside from the state's capitalization grant for the
drinking water revolving loan fund. In addition to supporting the development of educational
products, these funds will allow DEQ to build upon existing partnerships with technical
assistance providers. For the next three years (federal fiscal years 2001-2003), DEQ proposes to
set aside 5% of its capitalization grant for this purpose. This amounts to about $350,000 per
year, depending on Congressional appropriation levels. Of course, the full amount of the set
aside may not be needed, in which case it will revert to the loan fund.

A detailed work plan and budget for use of the set-aside funds will be prepared following EPA's
review ofthis strategy. Due to increasing program workload associated with a number ofnew
primary drinking water regulations scheduled for promulgation during the next several years, it
may be necessary for DEQ to withdraw all or a portion of its permanent staff support for the
strategy and replace this resource allocation with contract labor, an intern, or some other suitable
arrangement.

Page 11



F. Implementation Schednle

Instead of committing to a rigidly defined schedule, DEQ would prefer to retain an element of
opportunism in this undertaking, with a view to shopping around for the best goods and services,
making maximum use of existing products (which involves searching and screening), and
responding to the level of interest shown by water system operators and other officials.

As DEQ proceeds to develop specifications and descriptions of the required products, it will at
the same time conduct an initial prioritization activity to develop a list ofwater systems to be
targeted during the program's earliest efforts. Input from field offices, direct solicitations of
interest from systems, SNC lists and prior reports on systems with a history of capacity related
problems will all be used to generate this first group ofsystems.

The table below offers a general scheme for the description, development, and implementation of
the eight recommendations discussed in Section C.3 of this document. The recommendations
appear in approximate chronological sequence, based on present expectations regarding
availability and practicality.

1) Enhanced Sanitary Survey

2) TFM Self-Assessment Tool

8) Training for DEQ Staff and
Interested Consultants

7) Proactive Distribution of
Information

4) Water System Financial Training
and 6) Capital Facilities
Management Planning

3) Business Planning Handbook

5) Handbook on Statutes and Rules

NA

Search existing products 9/2000

10/2000

Internal DEQ mobilization Fall of
2000--make maximum use of
Drinking Water Academy and other
third party sources

11/2000

Search existing products-3/2001

Search existing products, query
service providers. Vision is ofa
modular product with use of
computer/video elements. Mid
2001
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11/2000

12/2000 or 1/2001

Early 2001

Begin delivery mid-2001

Late 2001 or early 2002, depending
on whether existing products are
found or a contract is required.
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l.G. Integration with Existing Program

There are multiple linkages and interrelationships between the capacity development strategy and
other aspects ofthe drinking water program. The following points are included as a means of
ensuring that these relationships will be taken into account when implementing the strategy.

• All training programs developed and delivered under the auspices of the strategy will be
evaluated for compliance with the "relevancy criteria" established in the state's operator
certification program. Although some subjects will not be directly applicable to
operators, many will, and it is important that these programs count toward operator
certification and continuing education requirements.

• The prioritization process and subsequent assessment activities carried out under the
strategy may be used to steer systems toward the revolving loan fund program. Loans for
consolidation of systems come to mind as a clear example, but there are others.

• The state's compliance strategy allows water systems that have been assessed a monetary
penalty to divert some or all of that penalty payment to constructive activities that will
help to improve the system's capacity and will act to prevent future compliance problems.
A clearly beneficial application of this principle would be for a system that has been
penalized to contract at its own expense with a service provider to conduct a capacity
assessment. The system would then be expected to act on the recommendations arising
from the assessment so that financial, technical, and managerial capabilities would be
improved.

l.H. Future Plans

When DEQ prepares its first report to the Governor ofIdaho, in 2002, the agency plans to
evaluate the possibility of expanding the strategy by adopting some of the more far-reaching
recommendations of the Citizens Advisory Committee. These might include efforts to
incorporate drinking water issues into local planning activities around the state; programs to
encourage regionalization, consolidation, and satellite management schemes; improvements in
inter-governmental relations; and loan guarantee or even grant programs. A "round table"
approach to providing assistance to the state's water systems is also considered a desirable
feature in the longer term. All of these strategies have the potential to mitigate some of the more
important legal, financial and institutional factors that impair water system capacity in the state.

. However, it is presently unclear what level of action and involvement the primacy agency will
realistically be able to exercise in these areas.

DEQ plans to explore these issues, both internally and in cooperation with its Advisory
Committees. The impairments noted in the Report ofFindings will be systematically revisited.
Public workshops are also an option for gathering suggestions and building support, provided
sufficient interest can be generated. It is expected that ideas for approaching these challenges
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will be better formulated in about two years, at the time that DEQ will be drafting its report to the
Governor. This report may serve as a vehicle for conveying DEQ's ideas on how to expand the
Capacity Development Strategy in a manner that is consistent with the agency's mission, lies
within its discretionary powers, and is acceptable to DEQ managers and the Legislative and
Executive branches of state government.
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Part 2-Report of Findings ofthe Citizen's Advisory Committee

The Report ofFindings is the basis for the Strategy described in Part 1. It is also a reference
document to be used in determining future directions for the state's capacity development
activities.
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EXECUTIVE SUMMARY

During the spring and summer of 1998, the Capacity Development Gtizens Advisory Committee to the Division of
Environmental Quality (DEQ) considered the challenge of improving the technical, financial and management
(1FM) capabilities of public water systems. TIlls RePort ifFi~ presents the work of the Committee for
consideration by DEQ managers. Guidance for the Committee in preparing this report carne generally from the
Safe Drinking Water Act (SDWA) Amendments of 1996. At the heart of this report are the Committee's
recommendations regarding the programs that the Division of Environmental Quality's Drinking Water Program
could establish - or if already established, strengthen - that would assist water systems in building capabilities to
achieve compliance with the requirements of the SDWA

The body of the report is presented in five sections, labeled alphabetically. TIlls is an intentional correspondence
with the language in the SDWA, which lays out the five elements that a state must consider when preparing a
capacitydevelopment strategy.

SECItONA- PRIORITIZING WATER SYSTEMS MOST IN NEED OF CAPAOTY ASSISTANCE

A multi-level ranking scheme is proposed, in which compliance with the drinking water regulations is a primary
factor. Water systems failing to comply with regulations are more likely to lack financial, technical, or management
capacity. Non-complying systems will be assessed to determine the seriousness of the capacity-related problems
they are experiencing. These problems will be ranked as critical (Oass A), which pose an immediate health risk,
and serious (Oass B), which have the potential to-pose a health risk if uncorrected. A listing of common violations
for each class has been developed. Water systems in the two classes would be ranked additionally by population
served and by willingness to work with DEQ in achieving solutions.

SECTIONB - FACTORS THATIMPAIR OR ENHANCE WATER SYSTEM CAPAOTY

Factors operating at the federal, state, and local level that impair or enhance water system capacity are presented in
this section of the report. These factors were drawn from national studies, from the experience of Committee
members, and from knowledge gained by the DEQ in administering the drinking water program over the years.

The Committee identified 135 factors at the federal, state and local levels that are either enhancements or
impairments to public water system TFM capacity. Enhancements and impairments were further divided into six
categories: Institutional, Regulatory, Financial, Tax, Legal and Other. These are displayed in Table IE. The largest
number of impairments was at the local level (38). Of the local impairments, financial impairments were the most
significant group (12).

Only a subset of these factors, largely the impairments, was chosen by the Committee for consideration as part of
the State's capacity development strategy. Thirty-three factors are specifically noted in Section B. The remaining
factors were retained as part of the repon because it is expected that they may be revisited as experience in capacity
assistance is gained.



TabldE: Federal, State and L DCaI Factors That Affeet Water System TRM Capacity

Factors Enhancements Impairments Noted in
Findings Report

Institutional 9 19 10
Regulatory 25 19 10
Financial 17 21 8
Tax 4 4 3
Legal 4 3 1
Other 2 8 1
rrotal 61 74 33

SECTION C- RECOMMENDATIONS ON HOWTIffi STA1E CAN USE ITS AUIHORITIES AND
RESOURCES TO HELP WA1ERSYS1EMS IMPROVE CAPAOTY

The process of identifying enhancements and impainnents to water system capability naturally led to a discussion of
programs that could be employed by the State to improve capacity. This section includes sixteen recommendations
for specific program elements that would help to diminish or eliminate factors acting to impair water system
capacity. These are divided into four broad program categories: instimtional, information, training, and assistance.

Institutional Programs:

• The Idaho Public Utilities Commission should continue to work for changes in their statutoty and regulatoty
authorities to improve the manner in which that agency regulates small public drinking water systems.

• Water meteting requirements already contained in Idaho regulation should be enforced so that water systems
know how much water they are using. This information is critical for rate setting and for daily system
operations.

• DEQ should encourage water systems to develop networks for peer review, information exchange, and sharing
of technical resources.

• At evety reasonable opportunity the DEQ should encourage cooperation among state agencies and between
levels of government on matters affecting drinking water systems.

Infonnational Programs:

• DEQ should systematically gather data to improve its understanding of water system capacity, particularly
concerning financial and managerial capabilities. One way to accomplish this would be to develop and utilize
an enhanari sanitary survey that will pennit DEQ field staff to periodically collect technical,' financial, and
management information about each of the State's regulated water systems. This information could then be
used in a strategic sense to' identify those water systems most in need of assistance to improve TIM
capabilities.

• A self-assessment tool should be developed so that water systems can examine their capabilities and determine
what type of assistance would provide the most benefit.

• The drinking water program should take a proactive approach in providing early notice of impending rule
changes or new regulatory requirements.

• The DEQ should consider cooperating with counties and cities to ensure that public water system capacity
issues are actively considered during planning activities carried out under Idaho's Comprehensive Planning Act.
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Training Programs:

• Training should be provided to water system personnel in fiscal capacity and financial management, including
rate setting.

• An education program should be developed to assist water systems in preparing accurate and useful consumer
confidence reports.

• Develop and implement a training and assistance program to ensure that water systems maintain practical and
up-ta-date capital facilities plans. This will enable the systems to anticipate their revenue needs and make
repairs and improvements in a non-emergencyfashion.

• Training in technical, financial, and managerial capacity factors will be needed for drinking water program staff,
contractors, consultants, and other service providers.

Assistance Programs:

• A wier S)5templarrnmg hardbock should be developed to help water systems develop and implement a planning
process aimed at ensuring fmancial, technical, and managerial capacity.

• A hardbock an drinking wier stalJltes arrl~ should be prepared for water system operators and managers
in order to facilitate understanding and compliance.

• Investigate the possibility of creating a loan guarantee fund to assist small water systems in obtaining private
financing 'for capital improvements.

• Longer term, DEQ may choose to move toward a "Massachusetts Model" for capacity assistance. This
consists of a regularly scheduled forum, involving DEQ and a circle of potential service providers, at which
systems needing capacity assistance are matched with the services they need.

SECTIOND - TRACKING TIlE SUCCESS OF IDAHO'S CAPAOTYDEVELOPMENT STRATEGY

In fashioning its capacity development strategy, the Commitree noted in Section D how the DEQ might assess the
performance of capacity building efforts. Four general measures of success were developed. First, the DEQ could
note changes in compliance performance, both statewide and on a system-specific basis. Second, the DEQ could
track the number of site visits and enhanced sanitary surveys conducted by program personnel. The number of
water systems that complete self-assessments of capacity couId also be recorded. Third, by conducting "customer
surveys" to obtain feedback from water systems that receive assistance under the strategy, the DEQ could learn
more about the effectiveness of its programs. Finally, the DEQ could keep track of the number of water systems
that prepare capital facility management plans, water system plans, and other activities that contribute directly to

enhanced capacity.

SECTIONE - PUBLICINVOLVEMENT IN PREPARING TIlE IDAHO CAPAOTY DEVELOPMENT
STRATEGY

The final section of the Commitree's Report ifPin:IiYrJ provides a description of how the Advisory Committee was
fanned and describes how the broadest possible involvement by citizens and stakeholders was obtained.

11l



IV



GLOSSARY OF TERMS AND ACRONYMS USED IN THIS REPORT

Capacity: Refers to the capabilities required of a public water system in order to achieve and
maintain compliance with the drinking water rules. It has three elements:

Technical: Technical capacity or capability means that the water system meets standards of
engineering and structural integrity necessary to serve customer needs. Technically capable
water systems are constructed, operated, and maintained according to accepted quality
standards.

Financial: Financial capacity or capability means that the water system can raise and properly
manage the money it needs to operate efficientlyover the long term.

Managerial: Managerial capacity or capability means that the water system's management
structure is capable of providing proper stewardship of the system. Governing boards or
authorities are actively involved in oversight of system operations.

DEQ: The Idaho Division of Environmental Quality. This agency is responsible for administering
the drinking water rules in our state.

DWIMS: The State's Drinking Water Information Management System. A computer database
containing inventory and monitoring data from public drinking water systems. Used as the basis
for determining compliance with the drinking water regulations.

DWSRF: The Drinking Wat~r State Revolving Loan Fund. Congress authorized this fund in 1996.
Idaho's Legislature appropriated matching monies to enable DEQ to establish this fund and
begin processing applications for loans to public water systems.

EFC: The Environmental Finance Center at Boise State University. An organization that operates
under an EPA chaner to provide assistance to states and communities on maners concerned with
financial management and access to financial assistance.

EPA: The US Environmental Protection Agency. This federal agency oversees state programs and
provides technical assistance. EPA determines when a state's capacity development program is in
compliance with the safe drinking water act.

MCL: Maximum Contaminant Level. The maximum allowable level for a given drinking water
contaminant.

PUC, The Idaho Public Utilities Commission. The state agencythat has regulatory responsibility for
drinking water systems that are privatelyowned and operated for profit.

pws: Public Water System as defined in the Safe Drinking Water Act.

SDWA: The Safe Drinking Water Act, passed by the US Congress in 1973 and amended in 1986 and
1996.

TFM: Technical, financial, and managerial. This abbreviation is used to save space in the report and
avoid frequent repetition of these terms.
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INTRODUCTION TO CAPACITY DEVELOPMENT/ SAFE
DRINKING WATER ACT (SDWA)

Water system capacity is the ability to plan for,
achieve, and maintain compliance with applicable
drinking water standards. Based upon the research
and technical assistance effons of water works
professionals, capacity is known to have three
components: technical) financial, and management.
Adequate capability in all three areas is necessary for
a successful public water system.

Capacity development is the process of water
systems acquiring and maintaining adequate
technical, financial, and managerial capabilities to

assist them in the provision of safe drinking water.
The Safe Drinking Water Act's (SDWA) capacity
development provisions provide a framework for
states and water systems to work together to help
ensure that systems acquire and maintain the
technical, financial, and managerial capacity needed
to meet the Act's public health protection objectives.

The 1996 SDWA Amendments include requirements
for states to obtain authority to assure that new
systems are viable, to develop a strategy to address
the capacity of existing systems, and to ensure that
potential Drinking Water State Revolving Fund
(DWSRF) recipients have sufficient technical,
financial and managerial (TFM) capacity prior to
receiving loan funds (or that the loan funds will allow
them to receive the capacity they require). The Act
outlines several items to include in states' capacity
development strategies for existing systems; however
it is not mandated that states mISt include each of
these items, but rather that they must CDI1Sider each of
the items in developing the strategy. dearly,
including each of the required elements produces a
comprehensive capacity development program for
the State and addresses all of the necessary issues.
However, each State must examine each of the issues
and determine those elements that best fit the needs
of the State.

SDWA §1420(c)(2) addresses the requirements of
strategies developed by each State to improve the
technical, financial, and managerial capacity of public
water systems under their jurisdiction. The
development of the state's strategy is directly related
to the level of financial resources available to help
pay for water system improvements. A State that
does not develop and implement a capacity
development strategy will receive only 90 percent of
the DWSRF allotment it would otherwise receive in
FY 2001, 85 percent of its scheduled allotment in
2002, and only 80 percent of its scheduled allotment
in each subsequent fiscal year.

In developing and implementing a capacity
development strategy, SDWA §1420(c) (2) (A-E)
requires states to <C consider, solicit public comment
on, and include as appropriate" five elements:

• Methods or criteria to prioritize systems
[§1420(c)(2)(A)]

• Factors that encourage or impair capacity
development [§1420(c)(2) (B)]

• How the State will use the authority and
resources of the SDWA [§1420(c)(2)(Q]

• How the State will establish the baseline and
measure improvements [§1420(c)(2)(D)]

• Procedures to identify interested persons
[§1420(c)(2)(E)]

The Idaho Capacity Development Gtizens Advisory
Committee chose to prepare a comprehensive report
of findings that includes consideration of all SDWA
required capacitydevelopment strategyelements.
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IDAHO CAPACITY DEVELOPMENT CITIZENS ADVISORY
COMMITTEE

The Idaho Capacity Development Citizens Advisory
Committee was appointed in March of 1998, as the
Division of Environmental Quality (DEQ) began to
respond to the capacitydevelopment requirements of
the 1996 Amendments to the SDWA An extensive
mailing was conducted to solicit interest in serving
on the Committee. Included were Idaho's public
drinking water systems, utility councils, organizations
which represented counties, cities, child care, public
health, sensitive sub-populations, the financial
community, well drillers, and a number of other
groups or individuals who were considered likely to
have an interest in this topic.

DEQ's Administrator, Wallace N. Cory, selected a
seventeen member Committee from a very
impressive list of qualified volunteers. The selection
process aimed at ensuring that the Committee would
represent the broadest possible spectrum of
interested parties while at the same time respecting
the need to keep the group small enough to function
efficiently. Additionally, a number of individuals
who were not formally appointed chose to
voluntarily attend the Committee meetings and were
able to contribute materially to the Committee's
work Provisions were made to expand the public
involvement process by the following means:

1. A mailing list of persons or organizations was
developed so that periodic updates could be
provided.

2. Arrangements were made to interview certain
key panies, who were for various reasons unable
to sit on the Committee.

3. A decision was made to present the initial
recommendations of the Committee to the
public through a series of public workshops.

4. Organizations that publish newsletters were
asked to convey information about the
Committee's activities.

These measures, taken together, helped to ensure
that the Idaho public would have multiple
opportunities to learn about and provide input to the
State's Capacity Development activities.

MEMBERS OF IDAHO'S OnZENS ADVISORY
mMMITIEE

Miriam Adamson, Idaho Well Drillers Association

Margaret Ballard, Representative Crapo's Office

Sharon Bixby, dtild Care Connections

Gerald B. Conger, DVM, Happy Acres
Homeowner's Association

Kelly D. Howell, Falls Water Company

The Honorable Grant Ipsen, Idaho State Senator

Dennis Maughan, Idaho Association of Counties

Richard McCaughey, Building Contractor's
Association

Don Munkers, Idaho Rural Water Association

Dean Oberst, Idaho Bankers Association

Fred Ostler, City of Pocatello Municipal Water
System

Brian Patton, Idaho Department of Water Resources

David M Six, Cityof Lewiston Municipal Water
System

Tom Turco, District Health Departtnents

Brian Whitlock, Senator Kempthorne's Office

John WlSkus, P.E., Consulting Engineers of Idaho

Scott Woodbury, Idaho Public Utilities Commission

IDAHO'S CAPAOTYDEVELOPMENT
OnZENS ADVISORY mMMITIEE
REGULAR mNTRIBUfORS

Stephen Goddard, Idaho Attorney General's Office

Jeff Kissler, Rural Community Assistance
Corporation

Chris Marko, Rural Community Assistance
Corporation

Don McCoy, State Fire Marshal

Paul Pusey, Idaho Manufactured Housing
Association

Steve Toovey, CWS Utility Services

Lisa Wutanen, dtild Care Connections
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JDAHO'S CAPAQTYDEVELOPMENT
QUZENS ADVISORY COMMITTEE
FAQUTATORSIAGENCY STAFF

Bill Chamberlain, US Environmental Protection
Agency, Region 10, Seattle

Bill Jarocki, Environmental Finance Center 10, Boise
State University

Tom John, Division of Environmental Quality
Drinking Water Program

Symantba Zeimet, Environmental Finance Center 10,
Boise State University
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SECTION A: METHODS OR CRITERIA TO PRIORITIZE SYSTEMS IN
NEED OF TFM ASSISTANCE.

BACKGROUND

The key issue in designing the State's capacity
development strategy is identifying and prioritizing
those public water systems that are most in need of
improving TFM capacity to deliver safe drinking
water to the public. At the core of this discussion is
this question; "what information about water systems
does the DEQ or other stakeholden; have that helps
identify problems that need to be addressed?" Care
was taken to identify and consider the variety of
sources for information about the TFM conditions
of water systems. Ultimately, the Committee
determined the following:

• The best and most current information
(consistent and verifiable) for providing an
indication of the capabilities of public water
systems is the technical compliance information
maintained by the DEQ. Limited financial and
management capacity information is maintained
by the DEQ and by the Idaho Public Utilities
Commission for regulated systems.

• There is a need to collect additional information
about the water systems to determine TFM
capacity in order to deliver specific assistance to
meet T, F or M capacity deficiencies.

The Committee deliberated the issue of how current
information could be used to identify and prioritize
systems needing TFM capacity building. Discussions
occupied portions of three meetings. Concerns were
raised that assistance given under the capacity
development program could be focused primarily on
population considerations, thus directing the limited
financial and program resources to the capacity
deficiencies of larger public water systems.

The Environmental Finance Center staff contacted
persons in the academic conununity for information
on modem techniques used in risk assessment. The
State Epidemiologist was consulted for advice on
ranIting health risks in communities of various sizes.
After studying this information and gaining increased
familiarity with the types of problems that water
systems in Idaho actually experience, several key
generalizations emerged:

• The drinking water program already has well
defined mechanisms in place for dealing with
acute risks to public health. Public notification,
boil water advisories where appropriate, and
immediate corrective actions are all undertaken
when pathogenic organisms or high levels of
chemical contaminants are detected in a water
supply. Consequently, the capacity development
strategy will not be expected to deal with these
emergency situations.

• A chronic pattern of non-compliance will often
serve as an indication that a water system lacks
TFM capacity. Failures to monitor, frequent
recurrences of colifonn bacteria in the
distribution system, variations in "Water quality
leaving treatment facilities and other symptoms
of this nature should trigger an assessment of a
water system's TFM capabilities.

• An overwhelming majority of violations of the
drinking water rules occur in vety small drinking
water systems. Concern that prioritizing
systems on the basis of population would result
in an overall neglect of small water systems was
alleviated by the knowledge that this size
categoty would nearly always be the one chosen
for assistance.

• The purpose of the prioritization scheme was
not to decide which systems would or would not
receive assistance, but was aimed more at
determining the order in which systems would
be given anention. Because the capacity
development strategy will become an ongoing
element of the State's drinking water program, it
should be possible to eventually serve all
systems that ttuly need capacity assistance.

IDENTIFICATION AND PRIORITIZATION

As a result of the considerations identified above the
ranIting scheme illustrated in the flowchart on the
following page (Table 1) was developed. Systems
would be chosen for attention under the strategy
based on their compliance record as a first screening.
A hierarchy of violation types, based on public health
risk, was developed by the drinking water program

)
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staff ('Table 2). This hierarchy will be used to assign
compliance problems to "critical" or "serious"
categories. Once a system has been selected based
on compliance and the relative seriousness of the
problems of that system; they would be ranked
according to population size. A final consideration
in detennining which systems to assist would be the
willingness of the water system to cooperate with the
State in addressing its problems.

The nature of the assistance offered under the
capacity development program should be detennined
only after an assessment of the technical, financial,
and managerial capacity of the water systems that are
ranked highest. TFM capacity review could be
accomplished by a self-assessment, by an "enhanced"
sanitary survey carried out by the State, or by a third
party evaluation conducted on site with the system's
cooperation. Section C of this report discusses
several of these assessment tools.
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Table 1: MethodolV Far Prioritizing System Needing TFM Assistance

Compliance Status
As determined by DEQ and EPA

compliance record keeping systems

+
Problem Identification

+
Critical Problems (Class A) 1

+
Total Population (with consideration or populations at risk)

+
Willingness to Solve Problem

+
TFM Analysis

TFM Assistance Provided )

Serious Problems (Class B)'

+
Total Population (with consideration or populations at risk)

+Willingness to Solve Problem

+
TFM Analysis

TFM Assistance Provided

Class B
problems can
become
reclassified
asClassA
listed based
upon TFM
analysis

1 Critical problems are characterized as those associated with immediate health risks. For example, discovery of
microbial contaminants or nitrate exceeding the MeL. Please refer to the general ranking of drinking water rule
violations (next page) for more detail.

2 Serious problems are those that pose a potential health risk, but may not require immediate action. Please
refer to the general ranking in Table 2.
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Table 2: Gemral Rankirrg ifDrinkirrg WaterRule Vidatians byL er.el ifPI/HieHealth Concern
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SECTION B: FACTORS THAT ENCOURAGE OR IMPAIR CAPACITY
DEVELOPMENT

BACKGROUND

Considerable attention was given to addressing
Section 1420(Q(2)(B) of the SDWA Amendments of
1996. The Act requires each state to identify the
factors that either encourage or impair the TFM
capacity of public water systems. States are required
to identify regulatoty, financial, tax, and legal factors.
A fifth factor category, "other," was added to capture
issues outside of the prescribed categories.

The factors operating at the federal, state, and local
level that impair or enhance water system capacity
are presented in this section of the report. These
factors were dra\VIl from national studies, from the
experience of Committee members, and from
knowledge gained by the DEQ in administering the
drinking water program over the years. The
Conunittee identified 135 factors at the federal, state
and local levels that are either enhancements or
impairments to public water system TIM capacity.
Table 3 itemizes the factors by major category.

Table 3: Federa~ State and Local Faetars That Affea
Water System TFM CApacity

Factors Enhance- Impairments .Noted in
ments Findings

Report

Institutional 9 19 10
Regulatory 25 19 10
Financial 17 21 8
Tax 4 4 3
Legal 4 3 1
Other 2 8 1
Total 61 74 33

Capacity enhancement or impainnent factors were
identified for each of the key levels of government:
federal, state and local. The purpose of this work
was to point out for each level of government the
issues that require the attention of intergovernmental
partners. In some cases, the Conunittee has
recornmended that actions be talten at each level of
government in order to improve the overall capacity
of public water systems. Some recommendations are
policy measures offered for consideration of the
drinking water program's governmental partners.

Those factors that should receive special
consideration in the drafting of the State's capacity
development strategy are described in Table 7. For
additional information about factors that were
identified but were not specifically noted for the
strategy, please refer to Appendix B.

1. Federal FactOlS That Impair (Jf E nha11££
Pw.s' TFM Capacity

Please r1:I£ the specific 1e:wlDieuiations to address
inpaimmts to capadJ:y deukprrent that uadd l:e best
inplemmta:iat thefir.leralleud throutjJ statutory, 1"efffJIatory or
aher charttF. These 1eronP1eJtlations are 1d8d in italic type

A Enhancements

Institutional Enhancements:

• Significant benefits are received by PWSs from
the USEPA's investment in training, technical
assistance and education programs offered to
water systems through the DEQ, and EPA's
various contractors, grantees, and partners.
EPA's sponsorship of operator and system
management training and education is a key
enhancement to TIM capacity.
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RegulatoryEnhancements: None Identified for
Inclusion in Strategy

Financial Enhancements:

• The establishment of the DWSRF, created to
assist in the financing of capital improvements
to public water systems, is an important new
resource for building TIM capacity. Federal
resources are authorized and appropriated by
Congress for the establishment and
enhancement of the DWSRF programs
administered by the states.

• The DWSRF allows states to set-aside portions
of the state capitalization grants for TIM
capacity building. This is a significant source of
resources for the states to fund programs for
improving the capacityof public water systems.

Tax Enhancements: None Identified for Inclusion in
Strategy

Legal Enhancements: None Identified for Inclusion in
Strategy

Other Enhancements: None Identified for Inclusion in
Strategy

Table 4: Federal Factars That Affect Water System
TFM Capacity

Factors Enhance- Impairments Noted in
ments Findings

Report

Institutional 2 4 1
RegUlatory 5 2 1
Financial 6 4 3
Tax 2 0 1
Legal 2 1 1
Other 0 2 0
Ilotal 17 13 7

B. Impairments

Institutional Impairments: None Identified for Inclusion
in Strategy

RegulatoryImpairments:

• The growing body of federal regulations and
requirements present public water systems with
compliance obstacles and challenges that may
impair capacity. In addition, the prescriptive
nature of drinking water regulations -- the "one
size-fits-all" nature of the regulations -- is an
impainnent to public water system capacity.

4 Rewmrm:latian: In the promdlJlli= ifstatutes,
adrrinistratiw rules am flJidan:P, the federal
g:nemnmt: should a:mtinue efJarts t1J stmmiirF,
cordense am sirrplify rules am r£?!1latiorr; t1J

facilil,tte imJrporation into state /»Warn;.

Financial Impainnents:

• Public water systems in rural areas (such as
Idaho) are burdened by Federal Davis-Bacon
Act requirements for payment of prevailing
wage rates on construction projects financed by
federal resources.

4 Rewmnm:latian: In an:Ier t1J ra:Iuce prrjeet
wm:ruction ro;ts, am t1J rrnximze DWSRF
re;0lfJ7J!S, federal Dtnis·Bawn Act rtquiremmts
shoold be wiw:l far ronstnlction prrjeetS fimn::a:l
in71hde- arinpart- bytheDWSRF.

Tax Impairments:

• The current federal tax code is a disincentive to

the consolidation of public water systems.

4 Rewmmr:Iatian: Mcxlijication ifftrIeral tax ro:Ie
t1J penrit the benfit if linitiTf!, tax liability by
azptlWig amierata:l depnriation expense far
S)5ten(s) taken mer throujfJ primtization ar
ronsaiMtian.
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Legal Impairments:

• Consolidation or privatization opportunities are
limited in some cases because of pending
enforcement actions against a system or systems
being purchased.

4 Rewmwrlation: Resdution if erforceJlelu aaion; or
""iJ'tiation if mrrpliaru pern/tif5 cmId ermru
opportunities fOr attaining mrrpliaru by remning
disin:entires to mpalde entities irrterestai in taki"/!, mer
inmpalde ores.

Other Impairments: None Identified for Inclusion in
Strategy

2. State Factors That Impair or Enhance
PWS TFM Capacity

State an:! lrotl fa= krlOltn to inpair or ermrre the
rapati!:y ifpuliit: wtter S)51emi are identijia;l in the rext t:wJ

slIbslXtians ifthis repOIt. Unlike thefrleralleudfa=, thae
that require the hilfxst leud ifg:J1£I77ll1!I1t attention, state am
lrotl inpaimmts am ermr>:J!m!l1tS am by affectai by
g:J1£I77ll1!I1t cffidals in ldaha The fa= listai here are
exai!ent carrJidates fOr ronsideration in the States capatity
deuiofJir- stmtegJ! Section C ifthis Report of Findings
mlldes projXJSaIs for program am adiUties that cmId
azercrmE stateamlrotl IFM capatity inpaimFnts.

Table 5: Stale Factors That Affect Water System
Capacity

Factors Enhance- Impairments Noted in
ments Findings

Report

Institutional 4 6 5
Regulatory 14 8 6
Financial 7 5 1
Tax 2 3 2
Legal 1 1 0
Other 1 0 1
Total 29 23 15

A. Enhancements

InstitutioruJ Enhancements:

• Public water systems in Idaho benefit from the
information, education and technical assistance
programs established by organizations such as
the American Water Works Association, the
Idaho Rural Water Association, the EPA's
Environmental Finance Center, the Rural
Community Assistance Corporation, the Public
Utilities o,mmission and the DEQ. The
commitment of these organizations to providing.
service and information to public water systems
has created a strong matrix of assistance for
regulated systems and a forum for partnerships
to be developed between service providers.

• The State of Idaho's DEQ has assisted in the
promotion of voluntary operator certification
programs for public water system operators.
With these voluntary- certification mechanisms
in place, Idaho is in an excellent position for a
t:I"a.mition to mandatory certification program
requirements (by the year 2002), which will help
ensure that all water systems have the personnel
necessary to provide safe drinking water to the
public.

RegulatoryEnhancements:

• The traditional regulatory oversight activities of
the Idaho Public Utilities Commission (puq
help to ensure that PUGsupervised PWSs have
the TIM capacities to operate. TIlls is because
the PUC includes comprehensive review of
financial capacity when evaluating the requests
for rate increases by investor owned water
utilities. The DEQ, in partnership with the
PUC provides oversight of the technical and
management capabilities of these public water
systems.

)
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Financial Enhancements:

• The State of Idaho has provided significant
financial and administrative resources for the
establishment of important sources of capital
financing for water system improvements. The
Drinking Water State Revolving Fund would not
exist without the ·capitalization grant matching
funds appropriated by the Legislature.
Administration of the DWSRF is provided by
the DEQ. Financial resources for water systems
are also provided through programs
administered by the Idaho Department of
Commerce and the Idaho Department of Water
Resources.

Tax Enhancements: None Identified for Inclusion in
Strategy

Legal Enhancements: None Identified for Inclusion in
Strategy

OtherEnhancements:

• The provision of general infonnation and
education regarding TFM capacity and the
relationship of capacity to compliance is an
impo~an~ enhancement. For example,
orgaruzatlons such as the Rural Community
Assistance Corporation, the Idaho Rural Water
Association and the Boise State University
Environmental Finance Center provide
statewide services for teclmical assistance,
training and education. By emphasizing the
need for TFM capacity; organizations such as
these and others reinforce the relationship of
TFM and successful operation of public water
systems.

B. Impainnents

Institutional Impairments:

• Multiple state agencies are involved in various
aspects of the TFM affairs of public water
systems. For example, both the Idaho Public
Utilities Commission and the Department of
Water Resources are concerned with the
financial, management and source water supply
issues of public water systems. Another
example is that information transfer relies upon
informal rather than formal channels. The
Department of Commerce is involved with
infrastructure financing issues. Within the
DEQ, different programs impact the technical
and management capabilities of regulated water
systems. While informal working relationships
exist currently, the lack of formal cooperation
agreements and linkages between programs
detracts from the optimal use of public
resources for building TFM capacity in water
systems.

• Improving TFM capabilities of public water
systems will require additional resources for
infonnation, education and technical assistance
programs. There is a lack of adequate funding
for oversight activities in the financial and
management capacity areas; the drinking water
program does not have the resources and
methods in place to adequately measure and
assess the financial and management capabilities
of public water systems subject to the TFM
provisions of the SDWA. Oment program
resources and personnel are limited in this
regard.

• The DEQ is responsible for assisting in the
development of TFM capabilities and is also the
enforcement agency. This dual role inhibits
cooperation on the part of regulated systems.
Modifications in DEQ interaction with water
systems to reflect the agency's desire to build
capacity through pannerships with the regulated
systems could overcome this barrier.
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RegulatoryImpairments:

• Due to the complexity of drinking water system
requirements, some water systems may have
incomplete information about the body of
regulations regarding the provision of safe
drinking water. The current volume of rules,
regulations, requirements and guidance relative
to public water systems is difficult to master,
especially by the limited staff of small systems.
Because of this fact, the information to be
monitored by systems, and the fact this
infonnation is dynamic, systems with limited
TIM capacity have trouble keeping up with
regulatory changes.

• Historically, the impression of the regulated
community, service providers and stakeholders
has been that there is irregular and inconsistent
review of public water systems, including
enforcement proceedings when necessary. It is
important to note that this has nJt I:ren the case
where clear public health emergencies exist.
Capacity development is impaired when
regulated systems believe that corrective actions
on their part are not absolutely required. DEQ's
ret:mt irrplemmtatian if its ronpliarKE am erfarr:errent
strategy has already rESulted in itq»uremmJs in this
~

• Public water systems face regulatory oversight
from multiple agencies. For example, "for
profit" water systems are regulated by the Public
Utilities Commission, the Idaho State Tax
Commission and the DEQ (or the District
Health Departments as contractors for the
DEQ). WITent lack of formal coordination
between these regulatory agencies is an
impairment to capacity development.

• In the case of PUGregulated public water
systems, traditional rate making practices may
have the unintended effect of discouraging long
term financial capacity in favor of short-tenn
financial management and planning practices.
Rate base regulation, a presumption of
contribution of capital, general disallowance for
reserve accounts, and the costs involved in filing
rate cases may negatively affect the long-tenn
financial and technical viability of regulated
water systems.

• Orrrent drinking water regulations are generally
prescriptive. 1his is an impairment to the extent
that they restrict the use of alternative processes
for meeting the goals of public health
protection. The establishment of performance
based regulations for meeting drinking water
rule requirements would be an enhancement to
TIM capacity. Performance based standards
would allow for lower cost technical solutions
(when appropriate) to overcome compliance
problems. Prescriptive, process~oriented

standards are an imp:iirrnent to achieving
technical capability.

Financial Impairments:

• Except for those regulated by the PUc, public
water systems are financially "self-regulated."
For example, municipal water system operations
are enterprise fund (fee and rate supported or
"private business-like") activities regulated by
elected officials. Constiment pressure often
leads to rate structures incapable of sustaining
long-term financial stability. Self-regulated
systems generally receive no additional review
and advice regarding the financing of
operations, capital improvements, etc.

Tax Impairments:

• The current statutory restnctions on local
govemment budgeting (i.e., property tax and
budget limitations) have a direct effect on public
water system finances. Revenue raising
limitations negatively affect the successful
administration of municipal fee and rate
supported activities. State limitations on local
budgets force an ovenall cap on municipal
revenues, to the extent that water utility finances
are in effect "commingled" with the balance of
municipal government activities, instead of
being allowed to be presented separately in
accordance to municipal accounting standards.
Local government taxation limitations have a
direct and potentially negative effect on the
long-term financial health of public water
systems.

)
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• The absence of production tax credits for water
provision could be viewed as an impainnent.
Production tax credits, similar to those available
to agricultural producers, would reduce the
taxation liability of non-governmental water
systems. The reduction in the tax liability would
result in an enhancement of financial capacity by
allowing taxes to be retained by the water system
for capital projects, system upgrades or to lower
the need for rate revenue.

Legal Impairments: None Identified for Inclusion in
Strategy

Other Impairments: None Identified for Inclusion in
Strategy

A. Enhancements

Institutional Enhancements:

• Public education campaigns, including provision
of Consumer Confidence Reports, could serve
as catalysts for greater public involvement in
water system issues. Citizen and customer
awareness of TIM benchmarks and challenges
could have the indirect benefit of creating
broader acceptance of requests for financial
resources necessary to maintain adequate TIM
capabilities. Increasing general public awareness
of the cost of provitling safe drinking water is an
institutional enhancement.

RegulatoryEnhancements: None Identified for
Inclusion in Strategy

TaMe 6: Local Facto< That Affea: Water System TFM
Capacity

Local factors that impair or enhance TIM capacity
are identified in this subsection. Local factors that
impair capacity should be logically addressed at the
local level The capacity development programs
outlined in Section C are the suggested State
administered response to local impairments. Of the
fifty'three factors discovered by the Citizens
Advisory Committee, eleven are specifically
recommended for consideration by the DEQ.

3. Local Factors That Impair or Enhance
PWS TFM Capacity Financial Enhancements: None Identified for Inclusion

in Strategy

Tax Enhancements: None Identified for Inclusion in
Strategy

Legal Enhancements: None Identified for Inclusion in
Strategy

Other Enhancements: None Identified for Inclusion in
Strategy

Factors Enhance- Impairments Noted in
ments Findings

Report

~:titUtional 3 9 4
egulatory 6 9 3

Financial 4 12 4
Tax 0 1 0
II-egal 1 1 0
Other 1 6 0
Total 15 38 11

B. Impairments

Institutional Impairments:

• Water system customers seem to "take for
granted" that safe drinking water is simple and
inexpensive to produce. Generally; since service
rates have been low traditionally, safe drinking
water is both under-priced and under-valued.
Recent surveys of the customer costs of
drinking water indicate that Idahoans pay a low
proportion of their household incomes for
water. TIlls institutional water-pricing situation
makes it ever difficult for water systems to meet
their fuJI cost financing requirements when total
costs of sustaining the water system are truly
identified. Idahoans expect water to be
provided at low cost regardless of system
demands or regulatory requirements.
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• For a variety of reasons, the majority of small
public water systems employ flat rate pricing
structures. Flat rate pricing is inberently
inequitable where costs for serving different
customer groups can be identified. While
simple to administer, flat rate pricing can
prevent customers from knowing the true cost
of providing safe water and create consumption
habits that strain the technical capabilities of
aging or expanding water systems.

• Along with flat rate pricing structures, the lack
of infonnation about water usage, in effect an
"unrnetered supply" situation impairs water
pricing and overall system management while
straining the technical capacity of the system.
This institutional impainnent as with the other
two above, create the impression that "running
the water system" does not require rigorous
attention to 1FM capabilities.

RegulatoryImpairments:

• There is a general failure of small public water
systems to know and understand the complete
body of statutes, rules and regulations governing
their operations. General lack of technical and
management capacity at the small system level
translates into inability to understand and adjust
to the myriad of changes in the regulatory
framework governing the provision of safe
drinking water.

• Current limitations in training opportunities in
the area of SDWA statutes, rules, regulations
and guidance are an impainnent to the ability of
public water systems to maintain management
capacity necessary for continued compliance
with drinking water requirements.

• Planning authorities are not currently required to
specifically consider water system lFM
capacities when planning for growth. This
means that development decisions can be made
without knowledge of the ":"'ter service
providers' 1FM capabilities. In -many cases,
development decisions are completely
independent of public water system information
due to the separate operations of local planning
authorities and private, not-for-profit, or
municipal water systems. Land use statutes
should be modified to reflect the need for
consideration of lFM capabilities of all public
water systems directly affected by potential
(probable) land use decisions.

Financial Impairments:

• The lack of planning for current and future
capital facilities is a significant impainnent.
Capital facilities planning has a direct effect on
the lFM capabilities of smaller public water
systems. The failure to recognize necessary
future improvements to the technical facilities
due to expansion or regulatoxy requirements
often results in water systems being ill prepared
to react to the need for financial resources
necessary to construct and operate their
facilities.

• Financial management capabilities are limited in
many small public water systems. Staff and
management teams need specific training and
technical assistance to manage their financial
resoutces and to protect the integrity of their
water systems.

• The sheer number of small public water systems
implies that many lack the economies of scale
necessary to efficiendy operate. Numerous
systems would be in a better position to achieve
compliance and to improve 1FM capabilities if
their customer bases were large enough to
sufficiently finance current operations and fund
future operations on a sustainable basis.

• Financial capacity of private and not-for-profit
public water systems is compromised when the
supply of capital resources necessary for system
improvements is limited. There is a lack of
capital financing resources for non-municipal
water systems.

Tax Impairments: None Identified for Inclusion in
Strategy

Legal Impairments: None Identified for Inclusion in
Strategy

Other Impairments: None Identified for Inclusion in
Strategy

)
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Table 7a: Factors that Impair ar Enhana: Capacity at the Federal Leud

Factors that Impair or Enhance Capacity at the Federal Level

Factor Description Impairment Enhancement
Institutional Continue to facilitate education and train operators Yes

Regulatory Water quality program Yes

The constant changing of regulations - no flexibility, Yes
complexity of prescriptive regulations, "one size fits
all"

Financial SRF capitalization grants for the states Yes

Federal government allows set asides Yes

Continuation of a good bond market Yes

Loans and grants provided by SDWA Amendments Yes

Rural Development Assn. Loans Yes

SRF authorization Yes

Required to pay wage rates - increases cost (Davis Yes
Bacon)
All needy systems will not receive funding Yes

National/international banks insensitive to local Yes
needs
SRF appropriation Yes

.Tax Acceleration of depreciation in takeovers Yes

Eliminated/Contributions in Aid of Construction Yes
(CIAC) related tax

Legal Takeover of systems that lack capacity discouraged Yes
by enforcement liability
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Table 7b: Faetars that Impair or EnhaTJa! Capacity at the State Lerel

Factors that Impair or Enhance Capacity at the State Level

Factor Description Impairment Enhancement
Institutional Information, education, technical assistance by Yes

DEQ, IRWA, EFC, AWWA, etc.
Operator certification program Yes
Lack of coordination and transfer of information Yes
between and within agencies
State agencies - lack of adequate funding to Yes
provide adequate oversight/assistance, need more
technical assistance training, no methods for
periodic review of system capacity
TFM agency is viewed as an enforcement agency Yes

Regulatory Performance based reguiations Yes
Regulatory changes - complex requirements, Yes
knowledge of rules
Lack of timely review and enforcement Yes,
Not having the resources to carry out the regulatory Yes
programs effectively
Multiplicity of regulators - DEQ, PUC, Tax Yes
Commission - lack of coordination between
regulatory agencies
Rate base regulation, presumption of contribution, Yes
no general allowance for reserve account, no
equity, $ required in filing rate case - legal,
engineering, accounting, etc.
No influence on water system rate structure (except Yes
PUC systems)
Grant process (time) Yes

Tax Farmers get sales tax relief from items purchased to Yes
produce food - private water providers could get
sales tax relief too
Taxing limits Yes

Other Information and education made available to Yes
ooerators and users

Section B, Table 7, Page 16
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Table 7c Factors that Impair ar Enharu:e Capacity at the Local Lerel

Factors that Impair or Enhance Capacity at the Local Level

Factor Description Impairment < Enhancement
Institutional Newspapers could run a series of articles on the Yes

subject of the cost of safe water; Consumer
Confidence Reports
Historically Idahoans have paid little money or Yes
attention to water; now reluctant to change

Flat rates Yes

Unmetered supply Yes

Regulatory Failure to know statutes and rules and to enforce Yes

Lack of training Yes

Lack of consideration by planning authorities of Yes
water source availability - SE Boise Management
Area also targeted growth area

Publication requirements process (time element) Yes

Time to condemn - adds a cost Yes

Financial Getting financing - especially for small systems; Yes
insufficient capital

Population of group is too small to afford increasing Yes
capacity

Lack of capital facilities management plans Yes

Inadequate financial management Yes
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SECTION C: RECOMMENDATIONS ON HOW THE STATE CAN USE
ITS AUTHORITY AND RESOURCES TO HELP WATER SYSTEMS
IMPROVE CAPACITY

Following its work of identifying and discussing the
factors that encourage or impair capacity
development, the Citizens Advisory Committee
directed its anenuon to fanning a set of
recommendations for program elements designed to
address the need for improving the TIM capabilities
of regulated public water systems. The Committee's
recommendations take into consideration the
following:

• The program elements are suggested in response
to significant TIM· impairments and
enhancements identified in Section B of this
Report if Finiing;. These program elements
represent efforts the State of Idaho, its
cooperating local governments and public, not
for-profit and private partners can undertake to
improve 1FM capabilities.

• Genecilly, the impainnems to TFM are
problems that need to be addressed by public
water systems regulators and the regulated
communiry. The programs listed below are
suggested to overcome 1FM capaciry problems
in public water systems.

• The suggested program elements are presented
without specific schedules for implementation
or ranking. The purpose of this section of the
Report is to present programs for improving
1FM capabilities without regard to

implementation demands. The program
elements presented do, not include specific
recommendations regarding responsibiliry for
implementation by the DEQ Drinking Water
Program or other stakeholders. Ultimate
responsibility for implementation of selected
program elements remains with the DEQ as the
primacy agency for the State of Idaho.
However, it is expected that the DEQ will seek
assistance from other stakeholders and service
providers in improving the TIM capabilities of
public water systems.

General PragramRecomrrErJLiation: Gather
Data on TFM Capacity Needs

During the course of the Advisory Committee's work
- especially in regard to Sections 1420(c)(2)(A) and
1420(c)(2)(3) - it became apparent that the DEQ
needs to improve its data collection systems to gather
and assemble better information about the 1FM
capabilities of Idaho public water systems. The
DEQ needs to know more about the water systems it
regulates in order to better identify those systems
most in need of TIM assistance; to identify systems
most likely to be serviced by the programs described
below. While the agency has done an effective job
collecting and reviewing technical information about
water systems, the DEQ needs to collect
comprehensive information about regulated water
systems in the financial and management areas.
Targeted 1FM analysis will also pennit the DEQ
Drinlting Water Program to better diagnose
compliance challenges. Once diagnosed, the DEQ
can best apply its resources (e.g., technical assistance,
and regulatory enforcement) and the resources of
cooperating partners in correcting water system
problems.

TFM Program Elements

• Enbanced Sanitary Survey. DEQ should
develop and utilize an erharml sanitary survey
that will pennit DEQ field staff to periodically
collect technical, financial, and management
information about each of the State's regulated
water systems. This infonnation could then be
used in a strategic sense to identify those water
systems most in need of assistance to improve
TIM capabilities.

)
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• TFM Self-Assessment Tool. It is recommended
that a self-assessment tool be developed and
provided to public water systems. This tool
could then be used by water systems prior to (or
in the interim period between) a DEQ enhanced
sanitary survey to identify strengths and
weaknesses of TFM capability. The self
assessment tool would be based upon common
criteria for TFM capacity similar to those used in
the review of Drinking Water State Revolving
Loan applications.

• Business Planning Guidebook. Several states
require public water systems to develop and
submit for agency review a water system
business plan. However, many small water
systems do not have information about the need
for business planning or a resource or guide to

constructing a business plan. Many problems
associated with management capacity and
financial planning could be offset through the
implementation of water system plans, especially
among the majority of private, not-far-profit
systems. A business planning guidebook,
provided to all public water systems by the
DEQ would be an effective resource for
building TIM capabilities.

• Change in PUC Regulation of Small Private
Systems. The Idaho Public Utilities
Conunission is encouraged to examine whether
its current regulation and oversight activities
encourage the support and development of
TFM capacities. COnsideration should be given
to identifying, recommending and / or
implementing required changes in statutes and
COmmission rules. In addition, the PUC should
consider changes necessary for regulated
systems to meeting the capacity standards
applicable to municipal and other self-regulated
water systems. [Note: TFM information may
need to be collected to demonstrate the need for
PUC regulatory changes.]

• Water System Finance Training. Fiscal capacity
and financial management are two of the key
components of the financial capacity. Adequate
funding of water system operations is essential
to the current and future need to provide safe
drinking water to the public. Annual review of
rateS is important to sustaining the fiscal health
of the water system. Yet, the majorities of small
water systems in the State of Idaho do not
routinely review and adjust water service charges
to keep pace with revenue demands. It is
recommended that water system rate setting and
financial management training and technical
assistance be provided to water systems in order
to improve financial and management capacity.

• Enforcement of Requirements for Use of Water
Metering Devices. Achieving and maintaining
technical capacity of a water system is closely
tied to managing the water resources available
for public consumption. The usage of metering
devices at the water source (e.g., wellheads or
intake manifolds) enable water system managers
to track overall system capacity perfonnance.
Financing the water system depends upon
customer charges based on individual water use.
Water pricing based on volume usage can affect
individual customer water use. Water systems
that expect users to pay for what they truly
consume are thus more economically and
equitably managed. Given the direct
relationship between full cost pricing of water
and financial capacity, it is recommended that
the State actively enforce its rules relative to
water meter use.

• Education Campaign for Consumer Confidence
Reports. Management accountability for the
delivery of safe drinking water by public water
systems will be improved through the provision
of consumer confidence reports as required by
the SDWA Amendments of 1996. TIlls
requirement as implemented will provide the
general public with substantial information
regarding the quality of their water. The State
Drinking Water Program should be actively
involved in an education campaign designed to
heighten the awareness of the general public
regarding the information contained in the
consumer confidence reports.
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• Handbook on Drinking Water System Statutes
and Rules. The Idaho Drinking Water Program
currendy provides a technical assistance
notebook to all regulated public water systems.
It is recommended that a specific handbook on
statutes and regulations relative to public
drinking water systems be produced and
distributed. The purpose of the handbook
would be to provide "plain English" information
on the Federal and State statutes, regulations,
rules and guidance relative to the capacity
requirements and all other requirements of the
SDWA The format should be both print and
electronic; incorporating multimedia
presentations. The key to the production and
delivery of the handbook will be training
sessions for water system operators, managers
and customers.

• Inc01:porating Drinking Water Capacity Issues
into Local Planning Activities. The
identification of enhancements and impainnents
to capacity of public water systems prompted
the Committee to investigate intergovernmental
relationships that affect water system regulation
and oversight. This led to consideration of the
land-use decisions of local governments and
how those decisions could encourage the
proliferation of drinking water systems in the
State. DEQ should act as technical resource to

help cities and counties acquire the information
they need to understand drinking water capacity
issues and incorporate these in their planning
efforts. This would include considering
opportunities for consolidation of existing
systems and assurance of adequate capacity in
new ones. This is especially relevant in
developments occurring in unincorporated areas
adjacent the existing municipal, not-for-profit,
and PUC regulated public water systems.
Making better use of existing facilities when
development occurs yield better economies of
scale in water system operations.

• Loan Guarantee Program for Private Financing
of System Improvements. Funding capital
improvements to not-for-profit and privately
owned public water systems has often required
system owners to secure loans with their
personal assets. The banking community often
requires this collateral as risk protection for the
provision of capital. Since current and future
needs for capital resources will exceed the
moneys available from the Drinking Water State
Revolving Fund (DWSRF), the Committee
believes that private capital resources should be
better leveraged through the use of a private
financing loan guarantee program. This
program, secured through state appropriations,
D\XfSRF interest earnings, or other means,
would encourage commercial banks and other
local lenders to participate in the financing of
public water system improvements. The State
of Idaho is encouraged, when implementing the
proposed loan guarantee program, to give top
priority in the use of the fund to those not-for
profit and private systems seeking to consolidate
operations with other like-minded public
watersystems. [Note: Innovative financing
programs, such as "linked deposit" programs
currently utilized by some states for wastewater
facility financing should also be investigated for
applicability for private, not-for-profit water
systems.]
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• Capital Facilities Management Plans. The long
term sustainability of Idaho's drinking water
systems requires that they plan for investment in
their physical facilities. Capital facilities
investment maximizes the useful life of the
public water system facilities and accommodates
annual wear and tear in the existing system,
systems expansions due to growth in the
customer base and improvements required by
new regulations. The DEQ should require
public water systems to plan for this investment
in their capital facilities by developing Capital
Facilities Management PlanS (CFMPs). These
plans would combine both long-range capital
budgets with accurate system inventory
processes. The decision to provide assistance in
the development of CFMPs may be triggered by
the financial capacity assessment process which
may be included in the sanitary survey of a PWS,
an examination of TIM capacity relative to
DW'SRF loan applications, or non-routine
inspection of a PWS due to compliance
problems. For DWSRF applicants, CFMP
should be required as either a prerequisite for
loan applications or as a condition of DWSRF
loan approval. The DWSRF should be
considered as a source of funding for
developing CFMPs.

• Proactive Distribution of Information. The
State Drinking Water Program should provide
information to public water systems that is
proactive, accurate, and understandable. In
rwming their operations like businesses, it is
imponant for public water system managers to
know about prospective changes in statutes and
regulations that have a direct bearing on their
TIM capabilities. There are benefits associated
with water systems knowing about important
changes in statutes and regulations; in providing
operators, managers, board members and the
customers with understandable time lines for
regulatory implementation; and, for "common
sense" interpretations and guidance on
important public water system requirements.

• Programs for TFM Peer Review. The DEQ
should establish and financially support
programs that encourage local public water
systems to build networks for peer review,
information exchange, and sharing technical
services. Because the DEQ is a regulatoty
agency, public 'Water systems may not choose
first to take advantage of Drinking Water
Program assistance that is available. By
encouraging local network forums where TIM
capacity is discussed, 'Water systems may
improve their capabilities by simply interacting
with their peers. Examples of potential TFM
Peer organizations are; the chapters and regional
organizations of the American Water Works
Association, the Association of Idaho aties and
Idaho Association of Counties District
organizations, the Idaho Rural Water
Association, and the Idaho Building Contractors
Association. In the case of private or not-for
profit water systems, the State may benefit from
the creation of area-wide forums for 1FM
cooperation and networking.

• Improving Intergovernmental Relations for
TIM CapaciJ;y-Building. The DEQ Drinking
Water Program is not alone in building the TFM
capacity of public water systems. For example,
the Idaho Department of Commerce is actively
involved in financing capital improvements for
water systems around the State (financial
capacity building). The Department also fosters
board member training and leadership
workshops for municipal and other special
district officials (management capacity building).
The State Fire Marshall is involved in enforcing
local fire codes. that impact water system
operations (technical capacit}). The
Department of Water Resources is a key to

systems accessing water for water supplies
(technical capacit}). Given the
intergoverrunental and interagency issues
involved in providing safe drinking water, the
DEQ should consider fostering on-going
discussions relative to interagency
responsibilities in overseeing drinking water
systems. At evety reasonable opportunity the
DEQ should encourage cooperation among
state agencies and between levels of government
on matters affecting drinking water systems.

Section C, Page 21



• Massachusetts-we Model O!pacit;y Assistance
Program. The DEQ may choose to utilize the
Massachusetts-type model for matching capacity
assistance service providers to needy systems in
order to improve the TFM capacity of public
water systems. In the Massachusetts model
selected water systems are first examined to

detennine capacity deficiencies. Then, the
Drinking Water Program, its contractors, or
other service providers provide technical
assistance. The function of llmatchmaking"
needy systems with technical assistance
providers could reside with an Advisoty
Committee, which includes representatives of
the variety of assistance providers in the State.
A Massachusetts model program would have the
greatest applicability in helping to solve chronic
and multiple TFM capacity deficiencies (what
are commonly consider to be "basket case"
systems) in a number of small water systems
evety year. Idaho has already established a
similar program for infrastructure financing
through the Department of Commerce's
Advantage Oub.

• TFM Training for DEQ Drinking Water
Program Staff and Qmtractors. In
implementing its capacity assessment program
for SRF and newly established public water
systems, the California Health Services Division
conducted four regional training events for its
drinking water program staff, county health
officers and Public Utilities Conunission staff.
The four two-day training events provided
detailed information on TFM capacity and
included hands-on case study exercises. In the
short-term, the Idaho DEQ should prepare
training materials and provide similar workshops
for its central and regional office staff, Idaho
PUC staff and District Health Department
contract staff.

)
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SECTION D: MEASURING THE SUCCESS OF IDAHO'S CAPACITY
DEVELOPMENT STRATEGY

This Report if Fi~ offer.; the Conunittee's
suggestions about how the Division of
Environmental Quality might develop a strategy for
improving the technical, financial and management
capabilities of public water systems. In developing
that strategy, the Advisoty Conunittee suggests that
DEQ measure the success of its capacity
development efforts in three ways:

1. Compliaru:e Track ing

In accordance with the pnontIZation s·cheme
presented in Section A, the first criterion in selecting
water systems for anention under the Capacity
Development Strategy is compliance history- the
assumption is that a history of non-compliance
reflects a lack of capacity. DEQ should consider
tracking the compliance of systems that are chosen
for assistance under the Strategy. Statewide trends in
compliance, such as might be indicated by the
triennial report to EPA on systems with a histoty of
non-compliance, are complicated by a large number
of contributing factor.; which may not relate to
system capacity. System-specific compliance tracking
will more accurately measure the effectiveness of the
capacity building efforts carried out under the
Strategy

2. Outreach and A ssistaru:e

b) Site visits for technical assistance (number and
type of assistance rendered).

c) Number of water systems that complete self
assessments of capacity. Comparison of
assessments taken before and after receiving
assistance would be parricularlyuseful.

A count of the activities carried out under the
Strategy is an indicator of rhe magnitude of the
effort, but only indirecdy a measure of effectiveness.
Whenever possible, DEQ should follow capacity
assistance efforts wirh some type of system specific
assessment at a later date to determine if the
assistance was effective and the results that were
obtained had lasting value.

The Drinlting Water Information Management
System (DWIMS) would be a good place to track
capacity assessments, assistance, and follow-up
efforts. A consumer survey could be developed for
use in soliciting feedback from systems that have
"received assistance under the Capacity Development
Strategy. This survey would be mailed to the system
within a few weeks of the time that assistance was
given. Results from these surveys, and from other
tracking activities, would be used to modify the
Strategy over time, placing emphasis on those
elements that are successful and trimming activities
that prove to be less useful.

The DEQ should keep careful records of assistance
programs aimed at assisting water systems in
improving capacity. The Conunittee has
recommended a range of efforts of this kind in
Section C of this report. Examples include, but are
not limited to:

a) Number of enhanced sanitaty
comprehensive performance
conducted.

surveys or
evaluations

3. Planning A cti'lities

The number of water systems which prepare capital
facility management plans, business and!or financial
plans or complete capacity self~assessments each year
would be a good indicator of the success of the
Strategy because it would reflect growing knowledge
about and interest in capacity issues on the part of
public water systems in rhe State.
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SECTION E: PUBLIC INVOLVEMENT IN THE PREPARATION OF
IDAHO'S CAPACITY DEVELOPMENT STRATEGY

The Citizens Advisory Committee is composed of
representatives from a wide spectrum of interest
groups. The interaction of Committee members and
the merging of differing perspectives that took place
during the Committee's deliberations combined to

ensure that the group's Report ifFin1i1'l§ would be
balanced and comprehensive.

However, the Committee could not possibly
encompass in its membership all organizations and
individuals within the State who might have an
interest in this subject. In its first meeting, the
Committee examined the question of who should be
involved in the preparation of a drinking water
capacity development strategy. They concluded that
certain key interest groups, beyond those already
represented, should be encouraged to join the
Committee if at all possible. Additionally, other
interested persons or organizations should be asked
to state their position, perhaps through an interview
process or in a written form. Finally, the public at
large should be engaged to the extent possible.

Initial Composition if the A d'1isary Corronittee

Appointees represented the following interested
stakeholders to the Committee:

Representing the regulated comnnmitr:

• Large public water systems

• Small public water systems

Professional associations and service providers:

• Well Drillers Association

• Consulting Engineers of Idaho

• Idaho Bankers Association

• Idaho Rural Water Association

• Pacific Northwest Chaprer of the American
Water Works Association

• Intermountain Gapter of the American Water
Works Association

• Building Contractors of Idaho

• One privately owned water system with satellite
management capabilities

• One organization representing child care·
providers

State agencies:

• Idaho Department of Water Resources

• Idaho's District Health Departments

• Idaho Public Utilities Commission

• Idaho Attorney General's Office

Federal and State elected officials:

• United States Senator Kempthorne's Office

• Congressman Gapo's Office

• Idaho State Senator Grant Ipsen, Chair Senate
Health & Welfare Committee

)
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An examination of this list teveals that most groups
that would be expected to have an interest in the
capacity development provisions of the SDWA were
represented. It may also be seen that some of the
groups fit into more than one category. For
example, the membership of Idaho Rural Water
Association is comprised of regulated water systems
of all sizes. The Association is also a service
provider. From land developers and well drillers to
the financial community, various state agencies
involved both in the development of new systems
and the regulation of existing ones, the financial
community, variously sized water systems, and
elected. officials - all were included. Some
individuals represented more than one interest
group. For example, representatives from municipal
utilities in some cases also brought to the table the
interests and perspectives of Idaho's certified water
system operators. Several members also hold seats
on the Drinking Water Advisory Committee, a
permanent Committee that advises DEQ on a wide
array of drinking water issues.

In spite of this inclusive membership, the Committee
was able to identify a number of potentially
interested groups or individuals that would add
coverage to the group if they were to participate.
These included representatives of residential trailer
parks, the American Association of Retired Persons,
Parent Teachers Organization, Fire Chiefs
Association, the insurance industry, Idaho counties,
and representatives of planning and zoning bodies at
the countyor citylevel.

Final Committee Composition

DEQ and EFC staff attempted to solicit
involvement from the groups the Committee had
identified. Unfortunately, not all parties were able to
join the Committee in its work because of time
constraints or other reasons. Some organizations
placed the matter before their membership and
concluded that they could not envision a clear role in
the process for their group. Others agreed to

examine the Committee's work and to provide issue
analysis or position statements at a later date. The
following changes in Committee composition
resulted from this outreach activity:

• The DEQ Administrator appointed a
representative from the Association of Idaho
Counties to the Committee.

In addition, certain non-appointed participants began
to attend Committee meetings and were able to

contribute regularly to the group's deliberations:

• Idaho Manufactured Housing Association
(residential mobile home parks and
manufactured housing subdivisions)

• Idaho State Fire Marshal

• Rural Community Assistance Corporation

• Idaho Kids Count (a child advocacy group)

The following organizations agreed to participate in
an interview process or to provide a position
statement in response to the Report ifFi~:

• Idaho Department of Commerce

• Idaho Parent Teachers Association

• USDA Rural Development

Other Ptlblu: ImDhemmt lnitiati7£S

The Committee agreed that their recommendations
should be presented to the public at large, with an
opponunity for comments and suggestions.
Accordingly, six workshops were held in major cities
around Idaho in an attempt to obtain public
reactions and input concerning the Committee's
findings.

To encourage attendance, workshops were
announced in DEQ's Drinking Water Bulletin
(which is mailed to all public water systems in the
State), the Idaho Rural Water Association Newsletter
(on two separate dates a week or two apart), The
Association of Idaho Cities Newsletter, and on
DEQ's Intemet home page. A copy of The ExroJti'le
Sumrnry if the F&r:Iirr;}; Report was also published on
the Intemet. Press releases were issued by DEQ's
Public Affairs Office in late November. Boise State
University also issued follow-up press releases
immediately prior to the workshops in the northern
and southem areas of the State. At least one radio
station, in the Lewiston area, chose to broadcast the
Boise State release.

A total of 47 persons attended the meetings. The
largest groups were in Lewiston, Pocatello, and Twin
Falls.
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A two-question survey was attached to copies of The
Exemti'U! Stll11l1WY if the Finiings Repon. Attendees
were asked to respond to this survey and mail it in a
postage-paid envelope to the Environmental Finance
Center at Boise State. Four surveys were returned.
The comments contained in those surveys are
reproduced below. Perhaps the reason that so few
surveys were returned is that there were productive
question and answer sessions at each of the
workshops and these seemed to address vittually all
of the concerns raised by panicipants. A fifth survey
was completed during an interview with Mr. Dan
Frazier of Rural Housing and Community
Development Administration and his comments are
also included in the following pages.

In addition to the comments which follow, there
were some general themes recognizable in the
dialogue that occurred at the workshops:

• People would like to see a loosening of the
regulatoty requirements for very small systems.

• Loans from the state revolving fund are not
likely to address the needs of small systems;
some kind of grant program appears necessary.

• Drinking water quality does not concern most
Idahoans-- in the absence of documented
waterborne disease outbreaks, people conclude
that their drinIting water is universally safe.
Stringent regulation of drinIting water is often
believed to be unwarranted.

These same topics surfaced during the Advisory
Committee's deliberations. Although they represent
key issues, it is clear that they fall beyond the control
of the State's drinking water program. Movement on
any of these points can only occur in the political
arena, largely at the national level. These factors
were identified in the Committee's list of
impairments or potential enhancements, and will be
part of the information that proceeds to the US
Congress as a result of capacity development
investigations all around the nation.

Response to Public Commmts

The two survey questions are repeated below in
underlined forinat. The comments received are
listed in bold print. They are quoted exactly as
subtnitted by respondents. Each comment is
followed by the Committee's response.

Question 1. In your opinion, which specific area of
lFM capacitY should receive special emphasis in the
creation of the strategy?

"The technical area should include additional
ability to utilize variance waivers from DEQ
rules for small systems in isolated areas that
don't pose health threats and in some instances
would otherwise be an impairment over other
options (30 wells, 30 septic systems) (small
systems = 10 to 50 connections)."

Response: Waivers from the requirements of the safe
drinking water act are not permanent exemptions
and only apply to chetnical contaminants. This
respondent appears to be suggesting relief from all
regulatory requirements for very small systems. This
point sunaced repeatedly at the workshops, and was
discussed earlier in this section as a general theme.
There is no basis for the statement that small systems
in isolated areas do not pose health risks. This
respondent's remarks are addressed in the
impairments and enhancements section of the report,
and in numerous references elsewhere to the
challenges faced bysmall systems.

"AU three are important. Fundamentally, small
community systems are disadvantaged in all
areas -- I can't prioritize. However, I think more
effective hands-on training and resources
provided to small systems and their managers is
a priority. Target who should receive what
capacity building."

Response: Again, the Finiings Repon stresses small
system problems throughout. The prioritization
scheme provided in Section A of the report is the
means by which systems most in need of capacity
building will be identified and prioritized.

"We need a handbook identifying guidelines and
requirements that must be met to stay in or
obtain compliance. What are the benchmarks
that must be reached."

Response: In Section C of this report, the Committee
recommends that DEQ prepare a handbook on
drinking water statutes and rules (page 20). Peer
review programs, as discussed on page 21 of the
report, are another means for helping water systems
to understand what is required for ongoing
compliance with the rules.

)
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'~Financial-- Rate schedules."

Response: This comment is taken to refer to the
need for water systems to understand prudent and
business-like approaches to rate setting. The
O:>mmittee has recommended that DEQ provide
training on this and otherfinancial topics (page 19).

"Institutional Programs -- Water Metering. The
report states water-metering requirements in
Idaho regulation should be enforced. I concur
with this. Recent discussion with DEQ
iodicates the Division is considering relaxing
this policy on metering in order to utilize more
revolving loan fund monies. This is inconsistent
with the TFM capacity concept and runs counter
to sound water system management."

Response: The O:>mmittee discussed this topic at
length. The Idaho Rules for Public Drinking Water
Systems presently require metering only at t.h~ we~ or
source. The rules, which govern the administrauon
of the state revolving loan fund, are more stringent
in this regard, requiring systems that receive loans to
install meters at each selVice connection. Experience
with loan applications reveals that the. metering
requirement can generate costs that exceed those of
alI other repairs or upgrades needed by the water
sysrem. DEQ iotends to consider a waiver ?f .the
metering requirement only under limit~d

circumstances, evaluated on a case-by-case bas15.
Whenever possible, metering will be retained as part
of the loan requirements. The recommendation for
enforcement of the metering requirements is based
on recognition of the simple fact .that water syste~

are unlikely to be able to effectively manage their
operations if they lack the ability to measure the
quantity of water produced :nd delivered. I:Jowever,
it is acknowledged that clfCumstances will occur
where economic realities make metering at each
individual connection impractical. In those
instances, DEQ should be able to relax the metering
requirement. Other Committee recommendations m
Section C would provide training for operators and
system managers which should, over time, co~vince

the majority of water systems of the benefIts of
metering.

Question 2. After seeing the presentation and
reading the Exemtire Sumrmrx cfthe Report cfFinii"ff'
do you have any additional ideas on how to build
TF.M capability?

"Better up front infOlmation when required from
DEQ. DEQ must provide rules, policies, and
ioteIJlretation of rules and policies. This

infonnation must be shared with Health
Department, engineers, developers, and
concerned citizens. This has .not been the case:'

Response: Several of th~ recommendations in
Section C of this report speak to the concerns
expressed in this comment. In the course of its
work, the O:>mmittee has gained an appreciation for
the complex nature of drinking water regulation. A
developer, engineer, or private citize~ w~o ~

encountering these requirements for the fIrSt tune 15
almost ~ertain to feel overwhelmed by them. DEQ
shares its policies and interpretive materials with
drinking water system operators and managers and
with persons in the consulting commuruty wh~never

possible. This report contam: a reco:nme~da~on.on
page 21 under the heading of Proa~tlve DlStnbutlon
of Information" which addresses this comment.

"I don't believe it's realistic to expect a 10
connection system to comply with same
requirements as 10,000 connection or greater
system. Variances may be utilized as
alternatives where safe."

Response: This is a reiteration o~ the general tl;eme
discussed above: people would like to see a tiered
system of regulations in which very smalI systems are
held to lower standards. Variances are a limited and
temporary measure that will not provide the relid
this respondent is asking for. The U.S. O:>ngre~s will
be hearing this message from many sources m the
years ahead.

"A major problem is linkiog infrastrtlcture
improvements needed to keep systems meeting
growth and regulatory compliance with a lo.cal
understanding of rate strtlcture and capital
facility planning. This is done ad hoc now.
CEDA [Clearwater Economic Development
Association] can assist in building a linkage."

Response: A recommendation on page 19 of this
report suggests that DEQ consider a
"Massachusetts-style Capacity Assistance Program."
This approach involves a periodic round-table
involving govenunent and non-government
organizations that have the potential to assist water
systems with their problems.

"Additionally, I believe DEQ is disadvantaged
as the regulatory agency that is now receiving
millions of dollars in assistance for communities
and doesn't have a coherent mechanism to 'solve
problems: First there are 'lists,' the loan
program isn't marketed well and frankly how can
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DEQ fulfill the project development mission of
the SDWA funds? Again, I believe the EDDs
[Economic Development Districts], like CEDA,
could be a more effective 'middleman •.
mameter •. developer - administrator' than
DEQ. The agency has its hands full simply
fulfilling regulatory mission."

Response: This comment refers to matters that are
outside the scope of Capacity Development, except
in the sense indicated in the response to the
comment immediately preceding this one. The
allocation of roles discussed by this respondent is
based on statutory directives and the mission of
specific agencies. Cooperation is always a possibility,
but a realignment of responsibilities would require
legislative or other government actions that are
beyond the control of the State's drinking water
program.

"Stated grants to aid in 5·10 year plans for
replacement of old wood/steel distribution
systems."

Response: This comment is believed to be a
reference to the general theme regarding a need for
grant programs to address small system needs.
Given a choice, water systems would inevitably
choose grants over loans, in that improvements can
be made without cost to customers. While such
programs have their place, none that would affect
drinking water systems are currently authorized or
anticipated.

"Informational Programs .. Comment says
'DEQ should consider cooperating with
counties and cities . . .' I recommend this
statement read, 'DEQ will cooperate with
counties, cities and nonprofit public water
interest groups.'"

Response: The reference here is to land use planning
decisions as they affect water system capacity issues.
The report generally makes use of suggestive rather
than imperative language because the Committee's
role is to advise DEQ. The report anempts to state
recommendations in clear and compelling te~ that
will encourage their adoption based on merit. As to

"nonprofit public water interest groups," the report
suggests the inclusion of 000- governmental
organizations in future capacity related effons (page
:22). The comminee agrees with the substance of this
comment, but believes the current wording is
sufficient to make the point.

Section E Surnm:try

The atizens Advisory Committee believes that the
effons oudined in this section clearly represent a
proactive process of public involvement. The
Capacity Development Strategy that is ultimately
implemented by DEQ will reflect a high level of
stakeholder participation. One result to be expected
from this is that the Strategy will have a strong
practical emphasis, a careful approach to the use of
public resources, and a well·defined mechanism for
evaluating results.

)
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APPENDIX A: IDAHO CAPACITY DEVELOPMENT CITIZENS
ADVISORY COMMITTEE MEETING HIGHLIGHTS

The Committee met six times between April and
September. A technical subcommittee was also
created from interested Committee members to deal
with the requirements of 1420(a), whicb deals with
the language and issues of Idaho Rules for Public
Drinking Water Systems. The Negotiated
Rulemaking Subcommittee met a total of three times
between June 17<' and July 27<h. DEQ and EFC staff
conducted outreach meetings throughout Idaho
during December to enable public review of the
Report ifFinJi"f!f. During the month of January 1999
the final draft of the Idaho Capacity Deukpnwt Report
ifF~ was prepared using input from Committee
members, DEQ management, and public comments.
The Committee met for the final time in January.
There is a public record associated with these
meetings. Persons wishing to obtain a more detailed
record of the proceedings may do so by contacting
the DEQ public information clerical staff at (208)
373-0314.

HigfJligfJts if A pril9, 1998

A history of capacity development and the
provisions of the SDWA, as amended in 1996, were
presented to the Committee by Bill Jarocki of the
Environmental Finance Center. Bill Chamberlain,
CapacityDevelopment Coordinator for EPA Region
10 spoke to the Committee regarding EPA's role in
reviewing Idaho's capacity development program.
Tom John of DEQ Drinking Water Program,
explained to the Committee that the Attorney
General's Office had advised DEQ that the State's
drinking water rules needed to be revised to include
explicit language supporting the requirements of
1420(a). He indicated that DEQ was planning to
make these amendments to the drinking water rules
through a negotiated rulemaking process, and asked
for volunteers from the Committee. The Committee
began an open discussion of item 1420(c) (2) (E),
which asks the question, "Who should be involved in
the preparation of Idaho's Capacity Development
Strategy?" A list of organizations and interest groups
was prepared. .

HigfJligfJts if May 21, 1998

Bill Jarocki discussed the white paper that the EFC
had prepared on the experience of other states in
examining the factors that impair of encourage water
system capacity. The discussi<;m then turned to

1420(c)(2) (A), which is concerned with how the State
will prioritize those water systems most in need of
assistance under the capacity development strategy.
Tom John presented an overview of the primary
information sources at DEQ, as well as a discussion
of sanitary surveys. Bill Jarocki pointed out that the
criteria or methodology used by the State to
prioritize systems for capacity building assistance
would grow out of an evaluation of the technical,
financial, and managerial data available at present.
Various Committee members presented other
information!suggestions that may be available from
sources other than DEQ. In the matter of new
system development, it was suggested that Idaho
develop a checklist of regulator requirements that
can be widely disseminated to help prevent new non
viable systems. The Committee discussed a number
of schemes for ranking systems for capacity
assistance. It was detennined that the Committee
needed additional information before finalizing their
disCl].Ssion of system prioritization. A discussion of
1420(c)(2)(B) then commenced. This element is
concerned with the institutional, regulatory, financial,
tax and!or legal factors at the federal, state or local
level that encourage or impair water system capacity.
Committee members agreed to fill out worksheets
that would be sent to them as a homework
assignment, and the responses would be discussed at
the next meeting. Tom John provided an update on
the notice of negotiated rulemaking for the «new
system authorities," The success of efforts to
contact interested paIties, which had been identified
relative to 1420(c) (2) (E), was presented to the
Committee.
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Higpligpts of June 18, 1998

The 'Committee continued their discussion of
1420(c)(2)(A), dealing with themethods that should
be used to prioritize those drinking water systems
that are most in need of capacity assistance. The
EFC presented factors involved in health risk
considerations and a brief overview regarding a
procedure for setting up a health risk fonnula. Bill
Chamberlain provided an update on new national
developments affecting capacity development
programs in the states. The Committee then
continued their discussion of 1420(c)(2)(8). As the
Committee reviewed these factors at the federal,
state, and local level, it was suggested that they think
in terms of suggested solutions for the impairments.
These were written down on a flip chatt and
compiled for future use in the Committee's
discussion of 1420(c) (2)(Q, conceming how the
State should apply SDWA resources and authorities
in providing capacity assistance. Numerous factors
from the homework assignment were discussed. A
preliminary draft of the new system capacity rule was
passed out.

Higpligpts fromJuly 16, 1998

Tom John provided two handouts to the Committee.
One of these was a ranking of violations of the
drinking water rules as viewed by program staff. The
violations' given highest priority are those that
involved immediate threats to human health, such as
microbial contamination events. Lower ranking
violations include chemical detections and reporting
violations. The ranking should not be taken to imply
that there are any trivial or unimportant violations.
The other handout was a statistical breakdown of
violations that occurred in Idaho during calendar
year 1997. Bill Jarecki passed out a copy of the
ranking scheme that the Committee had developed
during the June meeting. Members of the
Committee stressed the need to use the prioritization
scheme in a dynamic fashion rather than as a recipe.
A great variety of individual system circumstances
need to be taken into account in detennining which
systems should receive capacity assistance first. The
group agreed that drinking water staff should be
empowered to employ cornmon sense in this
undertaking. Populations at risk should be identified
and considered as well. The Committee then
resumed discussion of 1420(c)(2)(8), the factors that
impair or encourage water system capacity in Idaho.
The results of the discussion of specific impairments

and enhancements will be summarized from the
worksheets when this process is complete. Bill
Jarocki suggested in the interest of saving time that
the CoJ;IlIIlittee allow DEQ and EFC staff to prepare
an analysis of Item "D," which deals with how the
State will track the progress of its Capacity
Development Strategy. A concept will be presented
to the Committee for review and comment. Tom
John informed the Committee that the negotiated
rulemaking meeting held the previous day had been
very successful. However, a number of revisions to
the rule language had been proposed and not yet
incorporated into the draft rule. As a result, the·
rulemaking subcommittee will meet at least one more
time before handing me rule over to the Committee
at large.

Higpligpts fromA ugust 20, 1998

The Committee concluded its discussion of
1420(c)(2) (8) regarding factors that enhance or
impair capacity development at the Federal, State,
and local level. Those factors were then used to
develop recommendations for 1420(c)(2)(Q, the core
of the strategy, which determines how the State
should use the authority and resources of SDWA to
improve capacity in drinking water systems. DEQ
and EFC staff later used this information to produce
1420(c)(2) (0), which dictates how the State will track
the CapacityDevelopment Strategy. The Committee
then discussed the language of the draft Rule
concerning new system capacity checks.

H~HgptsfromS~~3~1~8

A draft of the Idaho Capacity Deuiopnmt Report if
Fin:Iing was distributed to members of the
Committee as well as to Idaho DEQ management.
The Committee discussed the Report in great detail.
The finalized version of the New System Authority
Rule was also presented to DEQ management.

)
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Higpligpts /romJanuary 21, 1999

'The meeting of the Committee was dedicated to
discussing the results of the public outreach
workshops conducted in December. 'The Committee
agreed to include the responses to the public
comments in the final version of the ReportifF~
to be submitted to DEQ managers. Dr. Gerald
Conger was chosen by the Committee members to
sign the Report's letter of transmittal on behalf of the
group. Finally, the Committee approved the
inclusion of a new appendix to the Report. 'The
appendix is a detailed case history of a small
neighborhood association water system, illustrating
the TIM capability challenges faced by this type of
public water system.
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APPENDIX B: CAPACITY DEVELOPMENT ENHANCEMENTS AND
IMPAIRMENTS NOT SPECIFICALLY INCLUDED FOR STRATEGY
CONSIDERATIONS

Several factors were identified relative to enhancements and impairments to 1FM capacity, which were not
specifically included for strategy consideration in this Report ifFirdings. The tables in this appendix display these
factors at the federal, state and local levels. The Otizens Advisory Committee considered all of these factors during
its deliberations. In the final analysis, it was determined for a variety of reasons that the factors listed would not
receive specific emphasis in this repon. These reasons included the practical, operational, political and institutional
barriers to addressing the impainnents. The enhancements identified, while notable, were determined to need little
or no practical action by the Drinking Water Program.

Persons reviewing these factors are invited to comment regarding any impainnent and enhancement factors that
they believe should be included for funher consideration by the Division of Environmental Quality. For more
specific explanations of any of the factors listed, please contact the Environmental Finance Center at Boise State
Universitya' (208) 426-1567.

Factors that Impair or Enhance Capacity at the Federal Level Not Noted in Findings

Factor Description Impairment Enhancement

Institutional Reinventing of "Government" Yes

Historical areas slow installation Yes

Washington's unrealistic views of rural states Yes

Turf wars Yes

Tradition - resistance to change Yes

RegUlatory Water quality program Yes

Reducing regulations to easily read and followed Yes
rules - writing rules in plain English
Performance base regulations Yes

Monitoring relief where appropriate Yes

Explain the Federal rules to the operators in such a Yes
way that you gain their support
Ever increasing testing requirements from EPA Yes
(makes it exoensive)

Financial Continuation of a good bond market Yes

Loans and grants provided by SDWA Amendments Yes

Rural Development Assn. Loans Yes

SRF authorization Yes

All needy systems will not receive funding Yes

National/international banks insensitive to local Yes
needs
SRF appropriation Yes

Tax Elimiriated/Contributions in Aid of Construction Yes
(ClAC) related tax
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Factors that Impair or Enhance Capacity at the Federal Level Not Noted in Findings

Factor Description Impairment Enhancement

Legal TFM requirement in new Amendments Yes

SDWA requirements - provides necessary Yes
oversight, and people would not do it if it was not
reauired

Other Resistance to Federal mandates Yes

Information overload - not very organized Yes

Factors that Impair or Enhance Capacity at the State Level Not Noted in Findings

Factor Description Impairment Enhancement

Institutional Idaho strategic planning requirement for agencies Yes

Development of a coordinated program to share Yes
data, review projects, ensure control points are
implemented and provide training
Failure of agency employees to educate purveyors Yes
and users every time they come in contact with
them
Historical preservation requirements Yes

Cultural - resistance to federal mandates, unfunded Yes
mandates, private propertv riohts

Regulatory Regulatory assistance and education from agencies Yes

Training to operators Yes

DEQ new rules on TFM Yes

Idaho Department of Water Resources well rules Yes
and standards
Fire code Yes

Plan and specification rules and construction Yes
standards
Inter-agency cooperation Yes

Waiver program for undetected chemicals Yes

Permitting requirements Yes

Operator certification Yes

Source water assessmentslprotection Yes

Sanitary surveys Yes

Command and control Yes

Proscriptive regulations Yes

No required integrated resource planning Yes

Financial State grants programs offered by the Idaho Yes
Departments of Water Resources and Commerce
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Factors that Impair or Enhance Capacity at the State Level Not Noted in Findings

Factor Description Impairment Enhancement

Financial Tax free bonds Yes

SRF to provide loans or grants Yes

Facilitate financing for small systems Yes

Financial resources to non-governmental Yes
organizations, such as the Idaho Rural Water
Association, would be well spent- "this organization
really helps at the grass roots"
State Revolving Loan Fund/State match on SDWA, Yes
SRF set asides available for capacity development
The AsJvantage Club - Department of Commerce Yes
organized'funding agencies
Grant process (time) Yes

Difficult for small systems to raise capital Yes

Assets of water system generally not acceptable Yes
collateral
Borrowing only at premium rates Yes

Tax State appraisal of operating property for public Yes
utilities
Lack of incentives to improve systems Yes

No incentives for takeover of non-viable systems Yes

Legal Simple, easy to follow laws would help Yes

Reluctance of legislature to ensure that agencies Yes
can enforcelimplement laws
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Factors that Impair or Enhance Capacity at the Local Level Not Noted in Findings

Factor Description

Institutional Greater use of intergovernmental cooperation
between cities and counties

Developing partnerships between local purveyors

Lack of coordination

Lack of staff

Belief that water should be both safe and
inexpensive
Turf wars

Resistance to planning and land use issues

High number of very small systems - "We've always
done it this way' attitude

Regulatory

Financial

Plan review

Zoning rules or ordinances

Platting requirements

Could simplify language we communicate in with
water users
Ability to use zoning authority

Strengthening of certification process for emerging
systems (New System TFM)

Publication requirements process (time element)

Time to condemn - adds a cost

Lack of review and enforcement

DEQ and similar agencies cannot address the
issues of domestic wells

Some cities license child care providers, others
(most) do not
Reluctance of local governments to add regulations

Growing population, more $

Some improvement may be required of developers

Bylaws or other means of building a sufficient
amount to build up reserve fund

Extra financial aid to non-governmental service
organizations

Lack of resources

Difficulty passing bonds
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Factors that Impair or Enhance Capacity at the Local Level Not Noted in Findings

Yes

Impairment Enhancement

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Description

Required continuing education - provide an
opportunity for operators of various types of water
systems a chance to inter-connect and learn from
each other; regional planning authorities and
Councils of Governmetlts in place; trend toward
privatization and regionalization; Consumer
Confidence Reports
Neglect - often forced to rely on general handyman
for maintenance/repair rather than otherwise
qualified engineer or trained operator

People that all of a sudden find themselves in the Yes
water business

Higher cost of development

SDWA requirements - testing expensive for small
water systems

Heavy operating expense

Insufficient capital

Defaults and bankruptcy

Assurance that developer has adequate financial
resources seldom obtained

Developers are becoming accustomed to more
requirements
Lack of business knowledge or experience

Franchise fees increase rates

Factor

Other

Tax

Legal

Financial

Few local entities are prepared to explain full range Yes
of regulatory requirements for new or existing
systems
Resistance to federal mandates Yes

Private property rights Yes

Unfunded mandates Yes
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1998 WELL CONSTRUCTION PROJECT
HAPPY ACRES HOMEOWNER'S ASSOCIATION

HAPPY ACRES HOMEOWNERS ASSOCIATION, GEM CITY, IDAHO

Happy Acres Home Owners Association (HAHOA) began a journey in March 1997. We were a very small water
system that had experienced sand in our system when we tried to bring a back up well on line (Cost about $10,000).
We had three severe water outages during the spring of 1997; one lasted for four days. We had to replace our main
pump every one or two years due to excessive sand wear. Last but not least, our Nitrate level was increasing every
time we tested the water. Something had to be done.

It was decided that drilling a new well was a superior idea to refurbishing the old well.

We selected Acme Consultants Incorporated (AO) to be our engineer, because at the outset, we did not have the
exPertise to run our system or even know who to call for help. We originally sought engineering assistance from
AO and hoped that upon completion they would either buy our system or operate it.

During the course of the project, AO was reluctant to commit to buying us or operating our system. We continued
to build the new system, however they ran hot and cold on their commitment to assist us when the project was
completed. This attitude was apparently a change of policy within the company during the time that we were
working on the project.

Upon the completion of the project we had gained two things, first we gained a very good system that is poised to
operate successfully for many years. Secondly, we gained the expertise to operate our system effectively. We have
compiled.a list of vendors who have agreed to help us during routine situations and also be available during
emergencIes.

AO has decided that they do not want to have us as a customer or own us. We have decided to operate the system
ourselves. Below is a chronology of the situation as it developed and as it was brought to completion.

Project Chrondqry

1978 to 1984: First house completed in 1978. Communirywater system in place, the developer supplies water at no
cost to the few homeowners out of Well # 1 with a 5-hp pump. Homeowners have nothing to do with the
water system management and are charged nothing for water by the developer. The developer had dug
Well # 2 and it had a 12" casing in place. It was not' connected to the main water system that was in place
with some main water lines as large as 6" in diameter

1984: Developer returns 24 out of 57 lots to the bank instead of foreclosure.

Bank has an auction and sells all 24 lots to individual buyers.

Developer deeds wells, pumps and common area to the property owners.

HAHOA incorporated and formed to receive the water system from the developer.

We had no experience, but we knew we needed to increase the capacity of our system.

Well # 2 needed to be activated before we experienced a water shortage. A driller was consulted, a plan
was formulated and money was raised from the homeowners. No loan was appliec\ for or sought. All 57
property owners were assessed $775. Three-phase power was brought to the sight, a pump house was
constructed, a 3,80n-gallon storage tank was installed and a 30-hp pump was dropped into the well casing.
Our only consultation was the well driller. '

Appendix C, Page 37



1984 to 1992: The board of directors of the HAHOA operated the water system using their limited knowledge
and expertise. We had various minor problems that were solved using various vendors. We included
$4,000 annually in our budget for capital improvements.

Well # lwas supported by a 5-hp pump that only supplied our I-acre park with sandy irrigation water. It
was not connected to our general water system.

Well # 2 was supported by30-hp pump that supplied 40 + homes and two small parks at our eastern end.

1992 to 1997: We had to annually replace the pump in Well # 2 due to excessive sand wear.

On 4-21-92 our nitrate level was 4.06. It progressively increased to 5.97 on 12-17-97.

1994: We attempted to rejuvenate Well # 1 and bring it on line as a back up well. Consultation with a vendor
resulted in the purchase and placing of a 100hp pump in Well # 1. The 100hp pump only made matters
worse. We injected sand into our water distribution system that has taken us years to remove. Well # 1
was abandoned as a solution for a back up well. We were gaining experience, but OUf advice continued to
be inadequate.

1994 to 1997: We attempted to keep the system operating .using only Well # 2, but bad advice continued to plague
us. Errors were made regarding the placement of check valves, the exact cause of our water hammer and
the consequences of repeated water hammer. Subsequently, we had a watertine rupture between the pit
less adapter and the nearest gate valve. During the spting of 1997 we had three serious water line ruptures
caused by excessive vibration. We changed the number and location of check valves; we also installed a
soft start mechanism that helped to solve our problems for the moment. Slowly, we were gaining
expertise byconsulting a variety of professionals and vendors.

Spring of 1997: It had become apparent that something had to be done to permanently to solve our water
problems. Initially the idea was to repair Well # 2. The advice we obtained was not consistent. The final
and correct decision was to drill a new well next to Well # 1, which would be officially abandoned.

My education regarding water rights, hydrology, government agencies, well drillers, plumbers, electricians
and engineers was beginning. Approximately one year later I would receive my own imaginary degree as
the well project was completed. I had actually become the general contractor of this project and didn't
even know it at the time. Without advanced training I became the planner, the treasurer, the expeditor,
the communicator, the prodder, the liaison with our board and not least of all, the ambassador between all
concerned.

April 7, 1997: Contact was made the Idaho Water Resources Board (IWRB) who gave us information regarding our
water rights and our options. We wanted to abandon Well # 1 and drill Well # 3 just 70 feet away from
Well # 1. They agreed that this was within our water right. Well # 2 is one half-mile away and about 25'
lower in elevation.

April 22, 1997: Contact was made with the Department of Environmental Quality. They gave me very helpful
advice regarding the information that I must submit to the DEQ. They guided me in the submission of
my application and what steps to take in obtaining the one waiver that was necessary from DEQ.

April 30, 1997: We met with a well drilling company. They helped us decide that construction of a new well was
the more intelligent answer to our problem. We were favorably impressed with their interest, candor,
professionalism and business-like manner. We came to the conclusion that we wanted them on our team.

May 9, 1997: I met with Acme Consultants Incorporated. I presented the overall problem to them, they
acknowledged that construction of a new well was superior to refurbishing Well # 2. Following their
assessment of the situation, we decided that it was the correct course to take and that we wanted them as
our engineer. Theyprovided us with a gratis cost estimate for the entire project that could be presented to
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the homeowners at our annual meeting. Another engineeting firm stated that the fee would be $1,500 to

prepare an estimate of the total cost of the project for presentation to our annual meeting.

July 9,1997: Aa came out to our subdivision and assessed our situation in the field.' Their conclusion was that our
situation was even worse than we had led them to believe. Their solution: drill a new Well # 3 in the
vicinity of Well # 1. Abandon Well # 1 and use Well # 2 only as a back up fire protection well.

The new Well # 3 should be drilled-about 300' deep and should end in a confined aquifer. It should have a
bentonite seal extending down approximately 200' to a significant clay layer. It should also have a 50'
stainless steel screen and a Colorado Sand pack preventing the introduction of immigrant sand into our
water system.

July 10, 1998: The Happy Acres HOA Annual Meeting was held.

The board made a presentation to the HAHOA outlining the situation and possible solutions:

1. Drill a new well now; approximate cost $63,000, with a well assessment of $1,200 per lot.

2. Drill a new well within 5 years.

3. Do not drill a new well now, but install a 1CJ..hp pump along side our 3CJ..hp pump.

In orderte pass; 29 affinnative votes were necessary. The vote was 31 yes, 11 no votes.

There were 15 votes not in attendance. (We had 47 homes and 10 vacant lots, all had one vote).

The treasurer was instructed to bill all property owners $1,200 for the well assessment and $500 per home
owner and $250 per lot owner for annual maintenance. This gave us a budget of $68,000 for the well and
$26,000 forthe 1997-98 operational budget. Our homeowners paid their assessment in a timely manner.

At the time the project was approved by our HOA we had less than $5,000 in our bank account.

A loan for the project was not considered an option. If a loan had been obtained through regular channels
it would have been necessary for each board member to sign a promissory note and be held individually
responsible for the total unpaid balance of the loan. No board member was willing to assume such an
obligation.

No contracts were signed and all estimates and bids were agreed to verbally and paid to each vendor on
the basis of work completed and changes requested.

July 22, 1997: Aa met with our board, outlined the project, and suggested well specifications plan of action.

Aug. & Sept. 1997: Aa could not decide if they wanted to take on this project. It was an internal policy
discussion and decision. This put our plans on an indefinite hold. The situation was tentative.

Sept. 3, 1997: Received assurance from Idaho Power that they could service two 1CJ..hp pump motors on the
existing single-phase power. ('They had previously stated that three-phase power at this location would
cost us approximately $25,000 to install, if we wanted to use a 30-hp pump. (We did not want a 3CJ..hp
pump.)

Sept. 4, 1997: Submitted application for a waiver, "Idaho Rules for Public Drinking Water Systems" Section 550
03a to the DEQ.

Sept. 22, 1997: Received waiver OK and Well Site Conditional Approval from the DEQ.
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Sept. 23, 1997: Met with AQ and they outlined how I could assist them. They stated that all the legwotk and
procedures that I could perfonn would save our association their hourly fee if I was able to perfonn the
tasks. They allowed me to talk directlywith the driller.

Oct. 7, 1997: Met with DEQ and they answered numerous questions regarding procedures.

Oct. 23, 1997: Met with the driller, they answered many questions regarding the project and they refined and
adjusted their bid to comply with the changes that had been made to date.

Oct. 27, 1997: Met AQ regarding configuration of the pumping and plumbing systems. They assigned me to
collect and complete several items requested by DEQ.

Oct. 28, 1997: Received schematic diagram and cost estimate for the electrical system from the electrician.

Oct. 31, 1997: Delivered several requested items to DEQ. I thought I was expediting the situation, but these items
were to originate and be completed by AQ.

Nov. 3, 1997: AQ submitted our Application for a Drilling Permit to IWRB.

Nov. 17, 1997: DEQ sent me a letter advising me that I had acted prematurely and that the DEQ requested items
must originate and be signed off by AQ.

Nov. 18, 1997: Submitted an Abandon Well Application for Well # 1.

Nov. 26, 1997: Discussed the Nov. 17<10 DEQ letter with AQ and I supplied AQ with all the documents that I had
in mypossession that DEQ required.

Dec. 22, 1997: AQ finally submitted the required documents to DEQ for their,approval.

Jan. 5, 1998: DEQ gave approval for the well drilling project with some Standard Conditions and some Project
Specific Conditions.

Jan. 6, 1998: IWRB approved our Drilling Permit with drilling to stan on 1-8-98.

Jan. 6, 1998: IWRB approved abandonment of Well # 1.

Jan. 8-15,1998: Drilling well to 320'.

Jan. 16, 1998: Sand analysis by AQ.

Jan. 17-18, 1998: Installed 16" casing down to 200' level.

Jan. 19, 1998: Driller poured the bentonite around the casing down to the clay layer at 200'.

Jan. 23, 1998: Met with AQ to decide on the plumbing factors from the well to the water system.

Jan. 27, 1998: Installed 10" casing from 195' to 265'.

Feb. 4, 1998: Installed 50' of stainless steel screen from 265' to 315 plus a 5' tail pipe of 10" casing.

Feb. 9, 1998: Measure static water levels in the neighbor's wells.

Feb. 16, 1998: Met with AQ to organize plumbing specifications.

Feb. 17, 1998: Met with plumber to finalize plumbing plans.
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Feb. 18, 1998: Pre-Pump Test, driller and ACI.

Feb. 20, 1998: Draw Down Test, driller and AQ.

Feb. 20, 1998: Water samples were drawn byAQ for submission to Analytical Labs.

Feb. 24, 1998: Letter from DEQ with revised piping design for the new well.

Feb. 27, 1998: Met with AQ regarding them operating our system and or purchasing our system.

Mar. 3, 1998: AQ insttucts the driller on which pumps to order.

Mar. 13, 1998: AQ does aDown Hole Camera Study.

Mar. 18, 1998: A conflict developed between the driller and AQ regarding the design and use of a shroud over the
two 10 hp pumps in the well. The conflict was resolved.

Mar. 24,1998: I sent a letter to DEQ acknowledging a DEQ verbal change regarding the placement of check valves
in the orders submitted to me in their letter dated Feb. 24, 1998.

Mar. 25, 1998: Trench (5' deep) dug between well and main water line by drilling company.

Mar. 27, 1998: Analytical Labs: Reported on the water samples drawn on Feb. 20mby AQ.

April 14, 1998: Dug trench between well and pump house for electrical connection.

May 5, 1998: Plumber installed plumbing between well and main water line.

May 5, 1998: Electrician connected well pumps to junction boxes in our pump house.

May 12, 1998: Plumber corrects poorly consttucted thrust blocks.

May 13, 1998: Backhoe covers pipes partially and waits for completion of AQ pressure tests before filling in the
entire ditch.

May 13, 1998: AQ ran pressure tests on the plumbing between the well and the main water line.

We would not allow them to pressure test ar 250# / sq. in. Some of our buried pipe was not up to this
standard.

They OK'd the tests with our modifications, 120# / sq. in.

May 13, 1998: Water is turned into our main line from our new Well # 3.

May 15 to June 30, 1998: The grassy park area around the well was killed with Round-up. The sad was tilled,
leveled, and prepared for a new grass seeding.

June 1, 1998: We met with the driller and assessed that our Well # 2 would need to be completely re-drilled and
reconstructed in ordered to serve as a 100% back up well. The following decision was made:

Continue to monitor Well # 2 according to DEQ standards. Adjust the pressure settings so that it would
only start to pump water when the fire hydrants are turned on the maximum (in case of fire). Periodically
start the pump to assure its operation. We have two 10-hp pumps in Well # 3 and we can get by in an
emergencywith onlyone of those pumps being operational.
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June 30, 1998: New grass was hydro-seeded on the grassY'park around the well.

Sept. 1, 1998: The park around the well appears to be back to nonna!.

Oct. 1998: Planted trees in the park

Project Reflection

My advice to someone beginning a journey such as the one that we have just completed is to obtain the answers to
the following questions:

• Do you have the majority of the users behind the project?

• Do you have adequate financing for the bid cost plus 1O%?

• Cost of engineering services to provide an estimate to the organization?

• Cost of engineering services to completion?

• What engineering services will be performed and on what timetable?

• Who is going to be the project manager?

• %0 is the communicator between subcontractors?

• Who deals with IWRB and DEQ?

• What does the engineer expect from you the owner!manager of the system?

• What is the engine~r and driller's relationship?

I applaud the new Certified Operator of a Very Small Water System education. The average homeowner who
assumes the responsibility of water master is poorly equipped for the job. Lack of experience and knowledge come
to mind as the major pitfalls.

Appendix C, Page 42

)



July 20, 2000

Mr. Bill Chamberlain
US Environmental Protection Agency
Region 10
1200 Sixth Avenue
Seattle, Washington 98101
Attn: OW-136

Dear Mr. Chamberlain:

This letter is to transmit the Capacity Development Strategy for the State of Idaho, as required in Section
1420(c) of the 1996 Safe Drinking Water Act. The document has been improved by incorporation of
language suggested by useful comments in your letter of June 28, 2000.

Attachment I provides a guide to the changes that were made in the Strategy following consideration of
your comments. Although none of the changes are major, we feel that they improve the inclusiveness and
readability ofthe document.

We wish to take this opportunity to thank you for being an active partner with us over the past two and a'
half years, beginning with the appointment of our Citizen's Advisory Committee in April of 1998.

We believe this Strategy will result in improvements in financial, technical, and managerial capacity in
Idaho water systems over the next two or three years. However, it is important to recognize that this
Strategy launches a long-term program, with its most significant benefits likely to become widespread and
obvious only after a multi-year effort. An in-depth review of accomplishments will take place prior to
reporting to Idaho's Governor in mid-2002. We hope that you will want to be involved in that process and
in the ongoing implementation of this important initiative.

Please call Tom John at (208)373-0191 ifyou have any questions or need additional clarification on the
enclosed materials.

Sincerely,

Lance Nielsen
Manager, Drinking Water Program

Enclosures:

cc:

Attachment 1- response to comments
Idaho Capacity Development Strategy, July 2000

Capacity Development file
Mike Cox, Drinking Water Unit Manager, Region 10 wlo enclosures
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Attachment 1-- Response to Comments on pages 2 and 3 of Bill Chamberlain letter dated
June 28, 2000.

Section B. Added sentence on page 10, second paragraph of Section C.5 ofthe Strategy making
it more explicit that the Citizen's Advisory Committee may indeed be reactivated, but only in
connection with activities specific to the Strategy. For other advisory functions we will tum to
the state's Drinking Water Advisory Committee, which has permanent standing.

Section C.2. Added a statement on page 13, second paragraph ofSection 1.H. explaining that
the impairments noted in the Report ofFindings will be systematically revisited in connection
with the assessment ofperformance and future directions that is expected to occur when we
report to the Governor.

Section C.3. No editorial changes were made in response to the question about enticing drinking
water systems to form partnerships. The state believes that there are cultural barriers to any overt
initiative of this kind. We chose instead to weave the partnership theme into training programs
and educational materials with the intent to introduce the concept as a matter of common sense
rather than as a preference on the part of the regulatory agency. This important issue will be
examined again in a couple of years.

Regarding partnerships with service providers, a sentence was added on page 11, third paragraph
of Section E, which recognizes existing partnerships with those entities and the need to build
enhanced working relationships in the years ahead.

The question ofhow the state plans to pursue item 7, dealing with "proactive distribution ofnew
information", is thought to be sufficiently addressed in the brief descriptions of training programs
and educational products. In addition, the comments in paragraph 1 of Section E describe an
ongoing effort by the Idaho PWSS program to identifY and martial adequate resources for
responsible growth in program staff to address the many new mandates associated with the 1996
SDWA. We feel that the success of this last effort is critical to being able to be more proactive
in giving water systems early and thorough training on new rules.

Section CA. Added a sentence under item 1, which lists the sources ofcapacity information
mentioned in your comments.

Section CA.3. DEQ does not plan on system specific assessments beyond the possibility of
periodic surveys to determine the level of effort in the area offinanciallcapital planning. This
may change in the future as the program resource picture clears and initial results of capacity
development efforts are evaluated.
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Chapter I
What is water system capacity?

Water system capacity is the ability to plan for, achieve, and maintain compliance with
applicable drinking water standards. Capacity has three components: technical, managerial, and
financial. Adequate capability in all three areas is necessary for a system to have "capacity."

What is water system capacity development?
Capacity development is the process ofwater systems acquiring and maintaining adequate

technical, managerial, and fmancial capabilities to enable them to consistently provide safe
drinking water. The SDWA's capacity development provisions provide a framework for States
and water systems to work together to ensure that systems acquire and maintain the technical,
managerial, and financial capacity needed to meet the Act's public health protection objectives.

How does the SDWA address capacity development?
The SDWA as amended establishes a focus on capacity development through two major

provisions. First the law requires States to develop and implement programs to ensure that new
systems demonstrate capacity and to assist existing systems in acquiring and maintaining capacity.
States failing to develop and implement such programs will have up to 20% of their DWSRF
allotment withheld.

Second, the law ties a water system's eligibility to receive assistance from a DWSRF to the
system's technical, managerial, and financial capacity. In short, the law prohibits DWSRF
assistance to a system which lacks the technical, managerial, and financial capacity to ensure
compliance with SDWA requirements. The only exception for systems lacking capacity is if they
agree to undertake changes in operations, such as changes in ownership, management,
accounting, rates, etc. These would apply if the State determines that the changes are necessary
to ensure that the system has the technical, managerial, and financial capacity to comply with the
SDWA over the long term. Section 1452(a)(3) establishes the prohibition on DWSRF assistance
to a system lacking the capacity to ensure SDWA compliance unless the system agrees to
restructuring changes to ensure it has the necessary technical, managerial, and financial capacity
to comply with the Act over the long term.3

To which water systems do the SDWA's capacity development provisions apply?
Section 1420(a), the new systems provision, applies to all new CWSs and all new NTNCWSs.

3 Section 1452(0)(3): LIMITATION.- (A) IN GENERAL.- Except as provided in subparagraph (B), no
assistance under this section shall be provided to a public water system that- (i) does not have the technical,
managerial, andfinancial capability to ensure compliance with the requirements a/this title; or (ii) is in significant
noncompliance with any requirement ofa national primmy drinking water regulation or variance. (B)
RESTRUCTURlNG.- A public water system described in subparagraph (A) may receive assistance under this section
if- (i) the use ojsuch assistance will ensure compiiance; and (iO ifsubparagraph (A)(i) appiies to the system, the
owner or operator ofthe system agrees to undertake feasible and appropriate changes in operation (including
ownership, management, accounting, rates, maintenance, consolidation, alternative water supply, or other
procedures) if the State determines that such measures are necessary to ensure that the system has the technical,
managerial, andfinancial capability to comply with the requirements ofthis title over the long term.
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Chapter!
Section 1420(c), the capacity development strategy provision, applies to all PWSs, but States

must consider which systems they will focus on.
Section 1452(a)(3), the prohibition ofDWSRF assistance to PWSs which lack capacity, applies

to all PWSs eligible for DWSRF assistance, which are CWSs , nonprofit NTNCWS, and nonprofit
TNCWS.

What is a public water system (PWS)?
A PWS is a "system for the provision to the public of water for human consumption through

pipes or other constructed conveyances, if such system has at least fifteen service connections or
regularly serves an average of at least twenty-five individuals daily at least 60 days out of the
year." (40 CFR 141.2) This category includes community water systems (CWSs), nontransient
noncommunity water systems (NTNCWSs), and transient community water systems (TNCWSs).
There are approximately 172,000 PWSs nationwide.

What is a community water system (CWS)?
A CWS is a "public water system which serves at least IS service connections used by year

round residents orregularly serves at least 25 year-round residents." (40 CFR 141.2) About
55,000 CWSs serve more than 246 million people.

Slightly more than 86 % of CWSs are "very small" (serving fewer than 500 persons) or "small"
(serving fewer than 3,300 persons). Although a significant majority of CWSs, these systems serve
just over 10 percent of the CWS service population. CWSs can be privately owned or publicly
owned. A substantial number of privately-owned systems are "ancillary systems" they provide
water as an ancillary function of their principal business. An example is mobile home parks, which
provide water as an adjunct to their principal business. Fifty-three percent of CWSs serving
between 25 and 100 persons are ancillary systems. Only 0.1 percent ofCWSs serving more than
10,000 persons are ancillary systems. See Figure 1.

What is a nontransient noncommunity water system (NTNCWS)?
A NTNCWS is "a public water system that is not a community water system and that regularly

serves at least 25 of the same persons over 6 months per year." (40 CFR 141.2) NTNCWSs are
generally commercial or institutional establishments having their own water supply which serves 25
or more of the same people on a regular basis. Examples include schools, factories, office and
industrial parks, and major shopping centers. Approximately 20,000 NTNCWSs across the nation
serve some 6 million people. Over 96 % ofNTNCWSs use ground water as their primary source.
Ninety-nine percent ofNTNCWSs are "very small" or "small". Most are privately owned.

What is a transient, noncommunity water system (TNCWS)?
A TNCWS is a "non-community water system that does not regularly serve at least 25 of the

same persons over six months per year." (40 CFR 141.2) TNCWSs are generally commercial or
not-for-profit establishments having their own water supply which serves 25 or more people per
day, but not the same people on a regular basis. Examples include restaurants, roadside stops,
campgrounds, and hotels.
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Chapter I
What is technical capacity, and how can it be assessed?4

Technical capacity is the physical and operational ability of a water system to meet SDWA
requirements. Technical capacity refers to the physical infrastructure of the water system,
including the adequacy of source water and the adequacy of treatment, storage, and distribution
infrastructure. It also refers to the ability of system personnel to adequately operate and maintain
the system and to otherwise implement requisite technical knowledge.

A water system's technical capacity can be determined by examining key issues and questions,
including:

• Source water adequacy. Does the system have it reliable source of drinking water? Is the
source of generally good quality and adequately protected?

• lrifrastructure adequacy. Can the system provide water that meets SDWA standards? What is
the condition of its infrastructure, including welles) or source water intakes, treatment, storage,
and distribution? What is the infrastructure's life expectancy? Does the system have a capital
improvement plan?

• Technical knowledge and implementation. Is the system's operator certified? Does the
operator have sufficient technical knowledge of applicable standards? Can the operator
effectively implement this technical knowledge? Does the operator understand the system's
technical and operational characteristics? Does the system have an effective operation and
maintenance program?

What is managerial capacity, and how can it be assessed?5
Managerial capacity is the ability of a water system to conduct its affairs in a manner enabling

the system to achieve and maintain compliance with SDWA requirements. Managerial capacity
refers to the system's institutional and administrative capabilities.

Managerial capacity can be assessed through key issues and questions, including:

• Ownership accountability. Are the system owner(s) clearly identified? Can they be held
accountable for the system?

• Staffing and organization. Are the system operator(s) and manager(s) clearly identified? Is the
system properly organized and staffed? Do personnel understand the management aspects of

4 Additional infonnation on technical capacity can found within Information for States on Implementing the
Capacity Development Provisions ofthe Safe Drinking Water Act Amendments of1996.

5 Ibid.
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regulatory requirements and system operations? Do they have adequate expertise to manage water
system operations? Do personnel have the necessary licenses and certifications?

• Effective external linkages. Does the system interact well with customers, regulators, and other
entities? Is the system aware of available external resources, such as technical and financial
assistance?

What is financial capacity, and how can it be assessed?"
Financial capacity is a water system's ability to acquire and manage sufficient financial resources

to allow the system to achieve and maintain compliance with SDWA requirements.

Financial capacity can be assessed through key issues and questions, including:

• Revenue sufficiency. Do revenues cover costs? Are water rates and charges adequate to cover
the cost of water?

• Credit worthiness. Is the system financially healthy? Does it have access to capital through
public or private sources?

• Fiscal management and controls. Are adequate books and records maintained? Are
appropriate budgeting, accounting, and fmancial planning methods used? Does the system
manage its revenues effectively?

Row are technical, managerial, and financial capacity related?
Many aspects of water system operations involve more than one kind of capacity. Infrastructure

replacement or improvement, for example, requires technical knowledge, management planning
and oversight, and financial resources. A deficiency in anyone area could disrupt the entire effort.
The relationship between the three areas of capacity is illustrated in Figure 2. Additional
information on technical, managerial, and financial capacity and how they relate to one another can
be found in Information on Implementing the Capacity Development Provisions ofthe Safe
Drinking Water Act Amendments of1996.

" Ibid.
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FIGURE 1

Ownership of Systems Serving Population 25 - 500
(Percent of Systems)

Homeowners Association
14.1%

other Privately Owned
4.8%

Mobile Home Park
27.5%

Institution
3.8% Other Ancillary Special District

9.8% 3.3%

Investor Owned
17.9%

Other Government

18.6%

Ownership of Systems Serving Population> 500
(Percent of Systems)

Institullon 0.1 %

Other Ancillary 1.2%

Investor Owned
13.0%

Mobile Home Park

1.8% other Privately Owned 3.4%
Special District 6.2%

other Government

67.4%

Note: Percentages do not add to 100% due to rounding.
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Chapter II

INTRODUCTION

SDWA §1420(a) directs the EPA Administrator to withhold a portion ofa State's allotment
under §1452 unless the State "has obtained the legal authority or other means to ensure that all
new community water systems and new nontransient, noncommunity water systems ...
demonstrate technical, managerial, and financial capacity with respect to each national primary
drinking water regulation in effect, or likely to be in effect, on the date of commencement of
operations."

Under this provision, a State must develop and implement a functional program to ensure that
all new CWSs and new NTNCWSs beginning operation after October 1,1999 demonstrate
technical, managerial, and financial capacity. States should:

• Demonstrate a basis of authority for ensuring that all such systems show technical,
managerial, and financial capacity. This authority could include State legislation, regulations,
policies, or other implementing authorities that provide the State with the ability to intervene
in the process of developing new CWSs or NTNCWSs to obtain assurances of technical,
managerial, and financial capacity.

Identify at least one control point. A control point is a crux in a new system's development
at which a State (or other unit of govermnent) can exercise its authority to ensure the new
system's capacity. Although local govermnents can play an important part in the new system
capacity-assurance process, each State must have one or more control points at which it
directly exercises its authority.

• Present a plan for implementation of the new system capacity-assurance program.

The next section of this chapter provides an overview of State authority and associated control
points. The third section discusses strategies that can be used to enhance State authority. The
final section of this chapter reviews special issues that may arise when dealing with proposed
NTNCWSs.

AUTHORITY AND CONTROL POINTS

Table 1 provides a summary of the types of authority and the associated control points where
States can intervene in the development process to ensure new system capacity. Columns in the
table provide the following information:

A. Basis of Authority. Statutes, regulations, rules, or policies are typically the primary bases
of authority for govermnent agencies to ensure the technical, managerial, and financial
capacity of new water systems.
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B. Agency Vested with Anthority. The governmental agency with jurisdiction to make

authoritative detenninations about new water system capacity.

C. Control Points. The specific points in the process of new water system development
where agencies can exercise their authority to ensure capacity.

D. Type of Capacity Assessed. Agencies can assess technical, financial, or managerial
capacity of proposed new water systems. This column generalizes about the type of
capacity assessed at each control point.

The authority vested in State and local governments varies substantially from State to State.
Not every jurisdiction has adequate authority to ensure new water system capacity. Some may
find it necessary to seek more explicit or additional authority from State legislatures.

This chapter discusses the following types of authority:

• State Authority for Drinking Water Quality
• State Authority for Economic Regulation of Public Utilities
• State Authority for Water Resource Management
• State Authority for Revolving Loan Funds
• State Authority for Planning and Growth Management
• State Enabling Authority for Local Government
• State Authority for Public Safety
• Local Governmental Authority For Land Use, Planning, And Finances
• Federal Rural Utilities Authority
• Interstate Authorities and Compacts
• State Authority to Regulate Related Businesses

The discussion following Table I provides an overview of each type of authority and the
agencies and control points with which it is associated. States may consider which control points
are most appropriate for assessing each component of capacity for new systems.
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Table 1: Potential Authorities and Control Points for Ensuring the Technical, Managerial, and
Financial Capacity of New Water Systems

A. B. c. D. Capacity Assessed

Basis of Authority Agency Vested with Control Points for Ensuring New System
Technical Managerial Financial(Statutorv or Other) Authoritv Canacitv

Facility plan review and pennit'"

Operating pennit'"

State Authority for State drinking water Operator certification

Drinking Water Quality primacy agency Construction requirements for wells

Source water protection plans

System planning requirements

Certificate of convenience and necessity*

Approval ofsystcm's investments (ratebase)

State Authority for
State public utility Approval ofsystcm's financial structure (debt andEconomic Regulation of

Public Utilities
commissions (FUes) equity)

Approval of initial ratcs and ratc design

System planning requirements

Withdrawal and source development pennits*

State Authority for Water Approval of water rights

Resource Management
State water resource agency

System planning requirements

Approval of environmental impact assessment.

State Authority for State financial assistance
Eligibility and approval of grants and loans

Revolving Loan Funds agency

State planning, growth

State Authority for management, or Review and approval ofplans*

Planning and Growth development agency

Management Regional planning councils
(intrastate)

Review and approval of plans

Secretary ofState (or other Authorization of local governments and districts

State Enabling Authority State agency) Subdivision and platting regulations
for Local Government

State financial control Authorization of local government financing (public
agency systems)

State Authority for Public State fire marshal (or other Pennits and approvals related to fire
Safety agency) protection codes

Subdivision, zoning, and land~use approvals*

Local Governmental
Construction pennits and approvals

Authority for Land-Use,
Municipalities, counties,

Franchise approval*
Planning, and Finances

and special districts

Local planning approvals

Authorization of local government financing

Federal Rural Utilities
Rural Utl1ities Service Approval of grants ~nd loansAuthority

Basin withdrawal pennits*
Interstate Authorities and

River basin commissions
Compacts Basin planning and resource management

requirements

State Authorities to Banking regulators Loan approval by commercial lenders
Regulate Related
Businesses Insurance regulators Insurance approval by insurers

*principal approval processes for creating a water system.
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State Authority for Driuking Water Quality

State Drinldng Water Primacy Agency

Implementation of SDWA's provisions, as well as implementation of State statutes, is
generally vested in State primacy agencies. Their comprehensive jurisdiction makes State primacy
agencies critical for ensuring new system capacity. Some States provide only the minimal
authority required to carry out the SDWA, while others define the primacy agency's mission in
terms ofbroader public health objectives. In recent years, some States have added capacity
concepts to their statutes.

Within the broader function ofwater quality regulation, State primacy agencies exercise
authority related to certification, technical standards, and planning. Control points implemented
by State primacy agencies include:

• Plan and specification review and/or construction permit. State SDWA primacy
agencies generally require a review of plans and specifications or a permit before
construction can begin on a new PWS. The plan approval or permitting process itself
presents the major control point in any new system capacity assurance program, affecting all
PWSs and providing an opportunity to impose additional requirements and guarantees.

• Construction requirements for springs and wells. Some States may require new systems
using groundwater resources to meet construction requirements for springs and wells.
Meeting well-construction requirements may be a signal of technical capacity.

• Operating permit. In addition to approving plans and specifications and issuing
construction permits, primacy agencies may grant a renewable operating permit. Primacy
agencies also may grant licenses to operate ancillary facilities such as mobile home parks,
nursing homes, and other supervised living facilities.

• Operator certification. A facility operator generally must be certified as technically
competent. States vary in certification requirements for different categories of systems, as
well as in the requirements related to the on-site presence of the operator.

• Approval of source water protection plan. Primacy agencies may require new systems to
submit a source water protection plan. The ability to do so may signal technical as well as
managerial capacity.

• System planning requirements. Primacy agencies may also require a comprehensive
business plan or multi-year operating plan from new water systems above and beyond the
basic facilities plan.
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State Authority for Economic Regulation of Public Utilities

State Public Utility Commissions

Forty-five State public utility commissions (PUCs) regulate water utilities. The PUCs
in Georgia, Michigan, Minnesota, North Dakota, and South Dakota do not have this authority.
Commissions typically wield authority over investor-owned or private water systems, although
commissions in several States have some authority over publicly owned systems.

Several State commissions have addressed water system capacity by conducting formal
proceedings on small system policies (New York); developing and issuing policy statements
(California, Connecticut, and Pennsylvania); and engaging in Memoranda of Understanding
(MOUs) with sister agencies (Connecticut, Missouri, North Carolina, Pennsylvania, and
Washington).

Within their broader role in economic regulation, State PUCs exercise authority related to
certification, ratemaking, and planning. Control points implemented by the State commissions
include:

• Issuance of certificate of convenience and necessity. Most PUCs require new water
systems to obtain a certificate of convenience and necessity (or need) that establishes their
service territory and places other conditions on service. PUC approvals or certificate
modifications may be required for extensions of service to new developments outside the
original service territory. PUC certificates can be conditioned by the requirement of a
performance bond or other financial guarantees.

• Approval of system investments (ratebase). Many PUCs can review the new water
system's ratebase investments, either as part of the certification process or separately.
Some commissions use informal benchmarks (e.g., investment per customer) to evaluate
whether the investment in the system is sufficient to maintain financial health.

• Approval of financial structure. Many PUCs can review the new water system's financial
structure (e.g., its use of debt and equity instruments and its debt to equity ratio).
Commissions also may require a business or financial plan focused on cost-of-service,
financing, and rate issues.

• Approval of initial rates and rate design. Initial rates must be approved by the State
PUC for all systems subject to ratemaking jurisdiction. Commission review generally
focuses on whether rates adequately reflect the cost of providing service and properly
balance the interests of investors and ratepayers. Rate design refers to the differentiation of
rates based on class of service, amount of water used, period of use, and other factors.
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• System planning requirements. The PUC role in planning varies and may be somewhat

limited, even for investor-owned systems. Increasingly, however, commissions require
some fonn of capital planning, as well as other types of system planning. Commissions also
often playa review and advisory role in planning processes required by other State
agencies. In some cases, PUCs may be asked to review financial aspects ofplans prepared
by utilities not under their jurisdiction.

State Authority for Water Resource Management

State Water Resource Agency

The authority for water quantity regulation generally rests with State natural resource agencies
(which may be identical to the primacy agencies). The authority of the water resources agency
may derive from general environmental laws or separate statutes. The nature of authority over
water quantity issues and the instruments of water resource policy (e.g., rights, pennits, and
registration systems) vary by geographic region and by State.

State water resource agencies exercise authority related to pennitting, planning, and
environmental resource management. Control points at which State authority is implemented by
water resource agencies include:

• Withdrawal and source development permits. Access to a reliable water source is an
obvious necessity for drinking water systems. Water resource agencies may have authority
to approve proposed developments and withdrawals, water markets (sales and transfers),
and supply management measures.

• Approval of water rights. In some States, a system of water rights governs access to and
use of water resources. The State water resource agency may be involved in reviewing and
approving water rights or transfers of water rights from one party to another.

• System planning requirements. Water resource agencies may be responsible for
developing, encouraging, or overseeing development of Statewide, regional, or river basin
plans for water use. Some resource agencies may require demand management and supply
management measures.

• Approval of environmental impact assessment. Larger developments may require an
environmental impact assessment. Impacts considered include ecological and social
systems, and the benefits and costs ofthe proposed project. In this context, better planning
and regional solutions also could be encouraged to address some environmental goals.
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Chapter II
State Authority for Revolving Loau Funds

State Financial Assistance Agency

The State agency responsible for administering a State revolving fund (SRF), or other grant
and loan program, can exert substantial authority to ensure new system capacity. Some States
have established independent agencies for this purpose (e.g., PENNVEST in Pennsylvania). This
authority focuses on financial capacity because of the need to ensure the prudent use of grant
funds or the timely repayment of loans. The control point for State financial assistance agencies
IS:

• Deciding eligibility and approving grants and loans. Eligibility criteria used by the State
financial assistance agencies can incorporate capacity provisions. Information needed to
assess capacity can be obtained as part of the loan or grant application process.

State Authority for Planning and Growth Management

State Planning or Development Agency

Water systems playa role in the growth and development of communities. Some States have
planning, development, or growth management agencies authorized to promote better planning
and growth management strategies. A few States have implemented Statewide regional planning
processes for water supply (e.g., Maryland). The control point for State planning and
development agencies is:

• Review and approval of plans. State planning agencies may be authorized to review
development plans that include new water systems.

Regional Planning Councils (Intrastate)

Regional planning councils can act as comprehensive planning organizations and as special
purpose water resources planning bodies. In many instances, these bodies do not have significant
authority to affect new system development, but they may have influence on the local and county
governments within the region. The control point for regional planning councils is:

• Review and approval of plans. Regional planning agencies may be authorized to review
development plans that include new water systems.
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Chapter II

State Enabling Authority for Local Government

Secretary ofState (or other agency)

State enabling laws define the powers and responsibilities oflocal government and can provide
local government with an important role in the new water system development process. Enabling
legislation may affect the formation of a new water system in a variety of ways. Control points in
this area include:

• Authorization of local governments and special districts. Formation of a new local
governmental entity, including special districts to provide water service, requires State
authorization. Some States also have planning statutes of various types that confer special
powers to local jurisdictions.

• Subdivision and platting regulations. In many States, land development is guided by local
government subdivision and platting regulations. Local governments can exercise this
authority through land development approval.

• Anthorization of funding (debt, bonds). Local governments generally must have State
approval to issue debt instruments, such as bonds, which may be needed to fund new systems.

State Authority for Public Safety

State Fire Marshal (or other agency)

The State Fire Marshal (or another agency vested with public safety responsibilities) may require
water systems to meet fire protection standards. Potential control points at which authority is
exercised by the State Fire Marshall include:

• Permits and approvals related to fire protection codes. Distribution systems for new water
systems typically should be designed to meet fire protection codes. New systems might be
required to submit engineering specifications related to water storage, pressure, fire hydrant
locations, and various building codes.

Local Governmental Authority for Land Use, Planning, and Finances

Municipalities, Counties, and Special Districts

Local governments (municipalities, counties, and special districts) can play an important role in
the creation of new water systems. Local governments can intervene very early in the creation of
new systems. Specific procedures approving new developments are defined in local ordinances.
Control points where local governments can exercise authority to ensure new system capacity
include:
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• Subdivision, zoning, and land-use approvals. Developers usually must obtain

preliminary and final approval for subdivisions. The preliminary approval process is the
most important control point because it usually occurs before the developer has made
significant fixed commitments. Active local or county governments require sufficient
planning infonnation to evaluate the need for utilities, roads, and other services.
Perfonnance bonds also may be required.

• Construction permits and approvals. Local government can exercise authority through
requirements such as building permits.

• Franchise approval. For many utility services, providers must obtain a franchise that
defines the service territory and the tenns of service. The franchise agreement can be
negotiated and conditioned to help ensure capacity.

• Local planning approvals. Capacity-related questions are often raised during the local
planning process. The extent to which local authority for planning is exercised varies.
Some States have adopted a strategy of encouraging local water supply planning processes
where feasible and developing other means of addressing new systems in other parts of the
State.

• Authorization of local government financing. A new publicly owned system requires
local approval of financing arrangements, such as the issuance of debt instruments.

Federal Rural Utilities Authority

Rural Utilities Service

Grants and loans from the federal Rural Utilities Service (RUS; fonnerly the Fanners' flome
Administration) are a critical control point at which new system capacity can be addressed. RUS
currently evaluates capacity when making loan and grant decisions.

• Approval of grants and loans. Capacity may be tied to the eligibility criteria and approval
processes for grants and loans. Use of grants and loans also may be affected by various
provisions and conditions.

Interstate Authority

River Basin Commissions

In a few river basin regions, interstate authority may be relevant to the development of new
water systems. For example, the Delaware River Basin Commission has authority comparable to
State water resource agencies. Federal interstate compacts, however, carry the force of federal
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law and thus can preempt certain State policies. Interstate institutions and authorities may
become more important as conflict increases over water resources. Control points exercised by
river basin commissions include:

• Basin withdrawal permits. An interstate commission can require a withdrawal permit for
water resources common to more than one State. These permits may be conditioned on a
variety of terms.

• Basin planning and resource management reqnirements. An interstate commission can
require supply management and demand management to ensure that only necessary
withdrawals are permitted.

State Authority to Regulate Related Businesses

Banking Regulators

The States regulate the banking industry, which in turn makes loans to water systems and
developers. A control point exercised by banks is:

• Loau approval. The loan eligibility and approval process can assess the financial capacity
of applicants.

Insurance Regulators

The States regulate the insurance industry, which in tnrn provides insurance to water systems
and developers. A control point exercised by insurance companies is:

• Insurauce approval. The insurance eligibility and approval process can assess the financial
capacity of applicants.
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ACTIONS TO ENABLE OR ENHANCE STATE AUTHORITY

This section provides an overview of actions that States can take to 1) establish the necessary
authority and control points to ensure new system capacity or to 2) enhance the effectiveness of
existing authority. These actions can be used with several types of authority and control points.
The actions are not mutually exclusive, but mutually reinforcing. The challenge is in designing a
comprehensive, coordinated set of actions that best meets each State's institutional arrangements
and capacity development needs.

The following actions are described below:

• Expand authority to add, strengthen, or coordinate control points
• Coordinate agency capacity efforts
• Enhance system approval processes
• Promote awareness of capacity issues
• Encourage interconnection, consolidation, or regionalization
• Strengthen new system capacity
• Require guarantees and assurances

Expand Authority to Add, Strengthen, or Coordinate Control Points

Enact Legislation Regarding Authority or Jurisdiction

A State should determine whether it currently has the authority to intervene prior to new
system development to obtain assurances of technical, managerial, and financial capacity. State
authority and the specific control points derived from it can be added, strengthened, and
coordinated statutorily to ensure new system capacity. Another potential use of legislation is to
expand the jurisdiction of agencies. Legislation can also be used to improve agency coordination
and to specifY when and how agencies will collaborate in joint efforts. For a State program to
effectively ensure capacity, the State must have the authority to intervene prior to new system
development.

Issue Rules, Regulations, and Policies

Some States may find that existing statutory authority provides sufficient basis for developing
and clarifYing new water system capacity policies through rules, regulations, or policy statements.
Where adequate statutory authority exists, new elements can be added to application requirements
by amending regulations or revising guidance manuals or application forms.
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Enhance Capacity Assessment Resources

State capacity development efforts may require expanded engineering analysis and financial
analysis capabilities within State agencies. Staff may need additional tools and training to conduct
business planning and other activities. New staff functions might be created or outsourced. MOU
can address sharing of personnel among agencies. In some States, for example, PUCs perform
financial reviews for primacy agencies.

Agency resources devoted to capacity development will prevent future capacity problems,
resulting in a net savings in State resources.

Coordinate Agency Capacity Efforts

Conduct Regular Meetings

Many States could coordinate their capacity development efforts by conducting regular
meetings that include representatives of the agencies that have authority over water systems.
These meetings can facilitate informal (e.g., information sharing) and formal (e.g., executive
memoranda ofunderstanding) means of coordination. Regular meetings allow agency personnel
to craft and implement more effective capacity policies.

Formulate Interagency Policies and MOU

State agencies can formulate joint policies to direct their capacity development activities.
These policies establish common goals and activities across agencies. The development of a
formal MOU can greatly enhance coordination among State agencies. MOU typically include a
joint policy statement or statement of objectives, a description of the specific areas where
collaboration is envisioned, and the mechanics of the collaboration.

Some of the major mechanical issues addressed in MOU are coordinating information required
of applicants to avoid duplication, streamlining application requirements, and ensuring consistent
application evaluations by establishing evaluation criteria to be used by all involved agencies;
sharing analytical resources and capabilities (e.g., one agency may have engineering capabilities
while another has financial capabilities); coordinating decision making to clarifY which agency
decides first, whether one agency's decision is contingent upon that of another, or whether the
multiple agencies need to act concurrently; and establishing a protocol for monitoring and
evaluating the collaboration defmed in the MOD.

Primacy agencies and public utility commissions in several States have developed MOU. In
some cases, natural resource agencies also have engaged in the development ofMOU. These
agreements also could be drafted to include State financial assistance agencies, the RUS, and local
governments.
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Hold Joint Proceedings or Provide Testimony

Government agencies often have authority to conduct joint hearings with other agencies whose
missions and interests are similar. This type of authority could be used to formally establish a
consolidated approval process among the agencies responsible for water quality, water quantity,
and economic regulation.

Another means ofprocedural coordination is to have personnel in one agency provide
testimony at the hearings of another agency.

Share Data and Information Resources

The inaccessibility of relevant information is a significant barrier to effective review of new
water systems. Economic regulators may have access to key fmancial information, while primacy
agencies may have access to key technical information. Sharing information and developing a
complete picture of a system's capacity may be difficult. New information-sharing technology
(e.g., computer mapping) can enhance interagency cornmunications and policymaking.

ClarifY State and Local Roles

Successful capacity development requires clarification of State and local roles. While States
are responsible for ensuring the capacity ofnew water systems, many critical control points exist
at the local level. Well-informed, active local governments will achieve more efficient
development practices and reduce the need for State intervention.

Where allowed by State law, States can delegate some of the responsibility for ensuring
capacity of new systems to local government, provided that the arrangement is guided by clear
written agreements. Local control points are most effective when coordinated with local approval
processes and known and understood by new system applicants.

Enhance System Approval Processes

Conduct Preliminary Feasibility Meetings With Applicants

Some States encourage informal pre-feasibility meetings between developers and their
engineers and State plan review and permitting staff. The objective is to discuss alternative
approaches for providing service, in light of State requirements, as early as possible.
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Develop a Standard Operating Procedure (SOP) for Approvals and Denials

A fragmented process of approving new water systems could be coordinated by developing a
standard operating procedure (SOP) identifying critical authorities and control points and an
optimal sequence of approvals. The SOP should be drafted with input from stakeholders,
formally recognized in an MOD, and used by the counties and municipalities to coordinate State
and local activities.

States may also want to develop a "disapproval" SOP in which alternatives to new system
creation are recommended to applicants who cannot meet capacity requirements. Denial of an
application does not preclude the State from providing the advice or technical assistance
necessary for the applicant to later obtain approval.

Promote Awareness of Capacity Issues

Form a Stakeholder Group

State capacity development efforts can be enhanced by a formal process for stakeholder
involvement. The key groups involved in new system formation are builders associations, realty
associations, mobile home park operators associations, county associations, municipal
associations, planning associations, consulting engineers associations, water industry groups
(Association of Metropolitan Water Agencies (AMWA), American Water Works Association
(AWWA), National Association of Water Companies (NAWC», consumer advocates,
environmental organizations, operators associations, and technical assistance providers (National
Rural Water Association (NRWA), Rural Community Assistance Programs (RCAP». While such
organizations do not represent everyone, their communication networks reach a large percentage
of the target audience.

Several States have convened advisory committees or task forces consisting of all relevant
stakeholder groups and the relevant agencies of State govemment. Some of these groups
continue to meet regularly to monitor and manage the implementation process. Some States have
developed written communications plans to support program implementation. The plans identify
objectives, specify the individual segments of the target audience, outline the messages and
information to be conveyed to each segment, and itemize the options for delivering the messages
and information.

Educate New System Applicants

New system applicants may be unfamiliar with State regulations and unaware of capacity
development policies. Clear, early communications with new water system applicants (e.g.,
property developers) is an important aspect of capacity development.
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Property developers can be important partners in ensuring capacity. One of the most

sigriificant hurdles in development is minimizing uncertainty. Once property developers begin to
commit significant investment dollars, they need to have some confidence that they will be able to
complete the development within a predictable period. Developers often will trade assurances of
capacity for minimized uncertainty. This process will become easier as consulting engineers and
local officials become aware of the importance of including capacity in decisions about
development.

Educate Consumers and Communities

Educating consumers and communities can help bring market forces to bear on new system
capacity. If home buyers know what to look for and how to recognize a well-conceived CWS,
market forces may provide substantial pressure to ensure capacity. State and local governments
should provide consumers with information and opportunities for public hearings related during
approval processes.

Educate the Technical Community

Property developers may rely on many technical consultants to design and build infrastructure
facilities. Engineering and other consultants should be made aware of capacity development
issues and policies.

Educate the Financial Community

New water systems usually require support from the private sector, including the lending and
insurance industries. Bankers and insurers can avoid potential liabilities by fully understanding
water system capacity. Better-informed providers can exert their market power on the water
industry to enhance capacity development efforts.

Encourage Interconnection, Consolidation, or Regionalization

Require Consideration ofRegional Alternatives

The State approval process could include consideration of regional alternatives. Regulators
may require a new system applicant to demonstrate that the proposed service area cal)l1ot be
absorbed by a larger system or served by a line extension from a nearby system. Regional options
could be considered for all or part ofutility operations. For example, a system might run its
distribution facilities, but purchase wholesale water from a regional supplier. Another system
might maintain ownership but contract with a nearby utility for operations services. Washington
State's water system plan requirement is one example of a State-sanctioned regional alternative.
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Promote Regional Planning

Regional water system planning can promote capacity by providing efficient alternatives to
creating new systems. Regional planning can link capacity development to other planning
processes by providing opportunities for local governments to interact. For example, all new
development in Maryland is authorized through county planning processes. The States can
promote regional planning through grants and other incentives.

Establish an Interconnection Policy

Through policy statements, MOD, and other instruments, State agencies can establish
interconnection policies to guide approvals and other determinations. A State-level
interconnection policy requires coordination of existing policies that mayor may not be consistent
with regionalization goals. These policies include State natural resource agency determinations
about water transfers, State public utility commission orders regarding acquisitions by investor
owned utilities, and local annexation policies and practices. Some States require serious
consideration of interconnection with an existing system for all proposed systems.

Minimize Bypass Opportunities

A policy that requires customers in an enfranchised service territory to connect to the water
system and stay connected, rather than draw from individual wells, can enhance capacity by
reducing uncertainty and enlarging the customer base, making it possible to achieve economies of
scale. Minimizing bypass also can improve regional environmental management by making it
easier to monitor and control withdrawals, supply management, and source protection practices.

Modify Annexation Policies

Local annexation policies and practices may encourage inefficient growth and development,
preventing annexation where it makes sense. State annexation policies might be modified to
consider new system capacity. States can work with local governments to use annexation to
promote regional solutions to water utility services.

Strengthen New System Capacity

Require a Comprehensive Business Plan

Requiring new water systems to provide comprehensive business plans (also called water
system plans) may be one of the most important means of ensuring technical, managerial, and
financial capacity. Planning is a diagnostic as well as a capacity development tool. Planning can
be used to generate reliable information about costs and other issues needed to make sound
decisions about a water system's future.
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Some States already have the authority to require financial data. Other States have amended

statutes and regulations to clarify authority to gather and use planning information. Several States
have used this authority to develop processes for the evaluation ofbusiness and water system
plans. Several States have produced technical guidance manuals for completing water system
plans.

One issue in the implementation of a water system plan approach is the need for review
capability at the State level. This review has two dimensions: engineering analysis and financial
analysis. Engineering staff would be called upon to evaluate the engineering elements ofthe
water system plan, and may need additional training. State review of water system plans also
requires a method for comparing cost estimates submitted in the plans against standard cost
estimates and actual operating experience (e.g., the PAWATER cost model developed by
Pennsylvania and EPA).

For SDWA primacy agencies, the rationale for incorporating business planning into State
approval processes is to protect public health and ensure safe, adequate, and reliable service.
From the State PUC perspective, the rationale is to increase service reliability and affordability.
Local governments use water system planning to ensure that new infrastructure is conceived in a
sustainable manner, providing a stronger footing for economic development. For the consumer,
water system planning means safe, reliable, and affordable drinking water.

Require a Technical Operations Plan

This approach relies on inherent public health authority to set expanded engineering standards
for such topics as well construction (Minnesota), requirements for approval of surface water
sources for small systems (Missouri), requirements for the frequent presence of a certified
operator on the premises (Florida and South Carolina), specific operator certification
requirements, requirements for system water rates, and management certification requirements.

Unexpected circumstances during the construction process can require that modifications be
made to the original design specification. Thus the plans may not reflect the actual condition of
the system "as built." Details of the "as built" water system should be included with the overall
plan once the system is operational. This precaution makes it much easier to identify and correct
any technical problems that may occur.

The engineering and operations approach can be implemented with existing State primacy
agency staff. While this approach provides a high level of insurance of technical and managerial
capacity, the insurance of financial capacity is indirect. Standards are available for conducting
engineering reviews, but States also have considerable room to exercise judgment if not fully
satisfied with the adequacy of proposed plans. In most cases, the basis for exercising this
judgment is the State's legal authority to protect public health.
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Develop Benchmarks or Minimum Standards

Under various authorities, agencies can develop benchmarks or minimum standards for
screening proposed systems. For example, systems may be required to make a minimum per
customer investment or achieve a specified coverage ratio. While standards usually are developed
formally, benchmarks often emerge from practical experience. Benchmarks and standards also
can be used to monitor system performance.

Require Guarantees And Assurances

Provide Peiformance Guarantees

Performance guarantees provide specific remedies for a system's failure. Guarantees can be
required of either the system developer or the local government authorizing the system's creation.
Guarantees tend to emphasize financial protection and may take the form of performance bonds,
letters of credit, guarantees from a parent company or affiliated organization, or operations
contracts with reputable providers that include performance criteria. Some States (Maryland and
Washington) require developers of new water systems to establish escrow accounts or reserves.

Ensure Takeover by Another Entity in Case ofFailure

Ensuring the takeover of a failed water system can help guarantee that new systems have
adequate capacity, while providing a solution if they do not meet performance expectations.
Ensuring a takeover involves appointing a local government or another system as trustee or
securing a commitment from the local government to annex, assimilate, or interconnect the
system. One approach is to give some unit of sub-state (municipal or county) government
responsibility for all water service within its purview. Therefore, if a new system fails, the sub
state unit is required to provide water to the customers served by the failed system.

New Jersey approves only municipal or investor-owned water systems, which forces local
govenunent to accept responsibility to provide service for new development unless an investor
owned system seeks to provide the service. In Connecticut and Washington, a local government
that approves a new system prior to the State's viability review can be designated as the receiver
if the system fails. Of course, the goal of capacity development is to avoid receivership and
mandatory takeovers of failed systems.

Table 2 provides a list of specific actions that States can take to meet their objectives for
enhancing State authority.
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Actions to Establish or Enhance Authority to Ensure the Capacity of New
Water Systems

Objectives Actions

Enact legislation regarding authority or jurisdiction
Expand authority to add, strengthen, or coordinate

Issue rules, regulations, and/or policies
control points

Enhance capacity assessment resources

Conduct regular meetings

Formulate interagency policies and MOD

Coordinate agency capacity efforts Hold joint proceedings and/or provide testimony

Share data and infonnation resources

ClarifY State and local roles

Enhance system approval processes
Conduct preliminary feasibility meetings with applicants

Develop a protocol for approvals and denials

Fonn a stakeholder group

Educate new system applicants

Promote awareness of capacity issues Educate consumers and communities

Educate technical community (consultants)

Educate financial community (lenders and insurers)

Require consideration of regional alternatives

Promote regional planning
Encourage interconnection, consolidation, or

Establish an interconnection policy
regionalization

Minimize bypass opportunities

Modify annexation policies

Require comprehensive business plan

Strengthen new system capacity Require a technical operations plan

Develop benchmarks or minimum standards

Require guarantees and assurances
Require perfonnance guarantees

Assure takeover by another entity in case of failure
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ENSURING CAPACITY OF NEW NONTRANSIENT,
NONCOMMUNITY WATER SYSTEMS

NTNCWSs serve schools, factories, office and industrial parks, major shopping centers, resort
hotels, and other establishments that may be physically isolated from central water supply systems.
Water service in these instances is an ancillary function. Many NTNCWSs are private, investor
owned establishments; some are publicly owned (e.g., schools).

Evaluating capacity in new NTNCWSs must be approached somewhat differently. This
section reviews the major program elements discussed for CWSs, focusing on areas in which the
approach to new NTNCWSs needs to be developed differently.

Legal Authority or Other Means

All of the local and county government sources of legal authority discussed for CWSs are
relevant to NTNCWSs, but NTNCWSs may be more involved in zoning approval than
subdivision approval. The authority of the State water resources agency and SDWA primacy
agency still pertains, but the State PUC is unlikely to be involved. A technical operations plan
review may be an effective means of ensuring capacity for NTNCWSs.

Adding the capacity assurance dimension for NTNCWSs to the traditional authority of State
primacy agencies may require the same effort in developing regulations, guidance, or new
legislation as for CWSs, depending upon existing statutory language and practices.

Control Points in the New System Development Process

Many control points relevant to new CWSs do not apply to NTNCWS (e.g., home buyers,
developers, mortgage lenders), but local government and State agencies (except the PUC) still
play important roles in the NTNCWS approval processes. In addition, the local government
control point may be less effective with NTNCWSs than it is with CWSs. Therefore, State
control points may be more appropriate in ensuring new system capacity.

Actions to Ensure Capacity of New Systems

In ensuring the capacity of new NTNCWSs, the full range of communication, coordination,
and consolidation discussed for CWSs are also relevant. Technical assistance by States, the water
industry, and the private sector also can be an effective way to develop capacity in NTNCWSs.
However, capacity evaluations must be approached differently because the nature of the service
provided by CWSs and NTNCWSs is different.

The fact that an NTNCWS is an ancillary service of a larger business or public enterprise could
be interpreted to imply a performance guarantee by that larger business or enterprise. There is, in
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effect, more capacity implicit in the fact that the system will not have to stand financially on its
own. Rather than attempt to obtain authority sufficient to probe the finances of private businesses
or school districts, a simpler approach would be to formalize the implied guarantee, making it an
explicit condition ofthe approval and stressing to the applicant that performance shortfalls can
result in permit revocation, shutting the entire facility down. In this context, the State drinking
water regulator is no different than the food service inspector, the building code inspector, or the
fire marshall. This approach could be coupled with the engineering and operating standards
approach to provide a high level of capacity assurance in approving new NTNCWSs.
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Chapter III

INTRODUCTION

SDWA §1420(c)(2) addresses the strategies developed by each State to ensure the technical,
financial, and managerial capacity of PWSs under their jurisdiction. A State that does not develop
and implement a capacity development strategy will receive only 90 percent of the DWSRF
allotment it would otherwise receive in FY 2001,85 percent of its scheduled DWSRF allotment in
2002, and 80 percent of its scheduled DWSRF allotment in each subsequent fiscal year.'

In developing and implementing a capacity development strategy, SDWA §1420(c)(2)(A-E)
requires States to "consider, solicit public comment on, and include as appropriate" five elements:

Methods or criteria to prioritize systems [§1420(c)(2)(A)]
• Factors that encourage or impair capacity development [§1420(c)(2)(B)]
• How the State will use the authority and resources of the SDWA [§1420(c)(2)(C)]

How the State will establish the baseline and measure improvements [§1420(c)(2)(D)]
• Procedures to identify interested persons [§1420(c)(2)(E)]

In addition to considering these elements, §1420(b) requires States to "prepare, periodically
update, and submit to the Administrator a list of community water systems and nontransient,
noncommunity water systems that have a history of significant noncompliance and, to the extent
practicable, the reasons for noncompliance." States are also required to "report to the
Administrator on the success of enforcement mechanisms and initial capacity development efforts
in assisting [those systems] ... to improve technical, managerial, and financial capacity," by
August 6, 200 I. The list and the report must be included as part of the State's capacity
development strategy to avoid the withholding of DWSRF monies, as stipulated in
§1452(a)(1)(G)(i).

This chapter identifies some of the tools and resources that States could use to address the five
potential programmatic elements listed above [§1420(c)(2)(A-E)] and discusses some of the ways
in which they can contribute to the success of other parts of a State's drinking water program.
When appropriate, this chapter also provides suggestions as to how the tools might be assembled
to form a functioning capacity development strategy.

Due to the unique characteristics and circumstances of each State, the tools and strategies
employed by States will vary. Therefore, each of the five potential programmatic elements is
discussed individually.

, See EPA, Office of Water, Drinking Water State Revolving Fund Program Guidelines (EPA 816-R-97-005,
February 1997).
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BUILDING A STRATEGY

As noted above, each State must consider, solicit public comment on, and include as
appropriate five potential elements of a capacity development strategies:

• Methods or criteria to prioritize systems. [§1420(c)(2)(A)] These include methods or
criteria that could be used to identify and prioritize PWSs most in need of improving
technical, managerial, and financial capacity.

• Factors that encourage or impair capacity development. [§1420(c)(2)(B)] These
include the "institutional, regulatory, financial, tax, or legal factors" that exist at the federal,
State, or local level that encourage or impair capacity development.

• How the State will use the authority and resources of the SDWA. [§1420(c)(2)(C)]
States should describe how they will use the authority and resources of the SDWA or other
means to:

1. Assist PWSs in complying with NPDWRs.
2. Enhance technical, managerial, and financial capacity by encouraging the development

ofpartnerships between PWSs.
3. Assist PWSs in the training and certification of their operators.

How the State will establish the baseline and measure improvements. [§1420(c)(2)(D)]
States should describe how they will establish a baseline and measure improvements in the
capacity of PWSs under their jurisdiction. This potential programmatic element provides
the tools that State primacy agencies must have to produce and submit a report to their
Governors on the efficacy of their capacity development strategy and progress made toward
improving the technical, managerial, and financial capacity of PWSs in their State.

• Procedures to identify interested persons. [§1420(c)(2)(E)] States should identify and
involve stakeholders in the creation and implementation of their capacity development
strategy.

Tools to address these five potential programmatic elements into a strategy are described in the
appendix. Exhibit I illustrates a way in which these elements may be integrated to form a
comprehensive capacity development strategy. This strategy consists of four steps:

1. Collection and evaluation of information to prioritize systems for capacity
development efforts and to identify factors that encourage or impair system capacity.

2. Planning for implementation.

-39-





Chapter III
3. Implementation actions.

4. Collection and evaluation of infonnation to assess the success of the strategy.

Throughout each of these steps, States are encouraged to identifY and involve stakeholders.

Figure 1: Building a Capacity Development Strategy

Stakeholder
Involvement

Section 1420(c)(2)

Collect and evaluate information
to prioritize systems..

§1420(c)(2)(A)

Stakeholder
Involvement

Section 1420(c)(2)(E

Collect and evaluate information
to establish a baseline.

§1420(c)(2)(D)

Plan and implement action
designed to build capacity.

§1420(c)((2)(C)

~" ,

Compare against the baseline
and measure progress

§1420(c)(2)(D)
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Relationship Between the Elements of a Capacity Development Strategy and the Tools
Used to Enable Their Implementation

Although the SDWA requires that a State consider each of the five potential programmatic
elements for inclusion in its capacity development strategy, it does not require the State to use
specific tools to implement the selected elements. Each State is unique and must make policy
decisions based upon its own characteristics and in light of its particular circumstances. Some
States have access to many ofthe tools described in the appendix, while others have access to
only a few. Further, a specific tool may need to be applied differently across States to contribute
to capacity development efforts.

Water systems are also unique. A tool that is useful for developing capacity for privately
owned, ancillary systems may not be useful for developing capacity in municipal systems.

Exhibit 2 provides a framework for the review of the applicability of each tool in the
preparation of a successful capacity development strategy. The cells in the matrix have been left
blank, to permit each State to shape their own strategy given their unique situation. The tools,
and examples of their use, are described in detail in the appendix.
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Exhibit 2: Tools and Resources for Developing State Capacity Programs
Chapter III

Element A Element B Element C Element D Element E

Methods or Factors that Methods by which the State will use the authority Methods to Procedures
criteria to encourage or and resources of the SDWA to: establish a to identify

Tools prioritize impair baseline and and involve
systems capacity AssistPWSs Encourage the Assist PWSs in measure stakeholders

development to comply development of the training and improvements
with partnerships certification of

NPDWRs between PWSs their operators

Compliance data

Sanitary surveys

Water system plan Of business plan

Self assessments ami peer reviews

The "Dozen Questions" approach

Regional plans

Op<:ralor certification programs

Pennitting requirements

Capital improvement plans

Comprehensive performanee evaluations

Statewide water qualityfquantity studies

DWSRF loan applications

DWSRFloan~

Simplified budgeting worksheels

Annual financial reports

Cooperation with industry groups

Public education efforts

Rate reviews and approvals

Cooperation with NGOs

Big brother and "buddy sy~tem" programs

Restructuring progrnms

Training and technical assistance programs

Coordination with other agencies

Source water assessment programs

Water conservation plans

Emergency response plans

Certificates of Convenience and Necessity

Review ofaudit reports

Review of bond issues

Satellite management programs

Consumer Confidence Reports

Enforcement records

SmteJFedernl survey of infrastructure needs
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Element A: Methods or Criteria to Prioritize Systems

A variety of methods and criteria can be used to identify and prioritize systems that need to
improve their technical, managerial, and financial capacity. In many cases, a combination of tools
is most effective in collecting the infonnation needed to prioritize systems. States may consider
the following in developing their methods and criteria:

Does the State's methods or criteria for prioritizing systems permit the consideration
of all systems in the State? Review of compliance data would meet this suggestion.
Tools such as sanitary surveys or simplified budgeting worksheets would meet this
suggestion if they were required of all systems over a specified period of time period.

• Do the methods or criteria for prioritizing systems provide the State with a ranking
scheme? The use of some of the tools discussed below leads naturally to ranking schemes.
For example, States could prioritize systems currently in significant noncompliance. In
other cases, States must adopt ranking schemes that fit the available tools.

• Are the methods or criteria for prioritizing systems easy to implement?

• What are the data requirements of the prioritization procedure? Does the State have
an existing database, can an existing database be modified, or can a new data system
be developed, giv~n available loesollloces? It would be helpful to organize any new
prioritization database to ensure easy maintenance, user-friendly data retrieval, and the
availability of the correct data. A State should also coordinate its capacity development
database with the databases for programs with similar data needs, such as a State's
disadvantaged-community program.

Washington and Massachusetts have developed systems to identify and prioritize those systems
most in need of capacity development:

Washington tracks the perfonnance of all systems in tenns of their compliance histories, their
water system plans, and the financial viability component of their water system plans. Systems
are classified according to their compliance and capacity. Systems classified as "green" have
adequate capacity and compliance histories; systems coded as "red" have inadequate capacity
andlor compliance histories.

Massachusetts' program for "viability assessment and assurance" covers all CWSs and
NTNCWSs serving fewer than 1,000 persons. The program requires each of these systems to
undergo a Comprehensive Compliance Evaluation (CCE) Sanitary Survey and a follow-up
survey at least once every 6 years. Depending on the results of the CCE, systems may be
referred to a "Mobilization Partner" for viability assessment and technical assistance.
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Exhibit 3 lists some tools that States might use in developing their methods or criteria for
prioritizing systems. This table is meant to serve only as a starting point-depending upon their
unique circumstances, States may be able to take advantage of additional tools to help prioritize
systems. A full description of each tool and examples of its use are provided in the appendix.

Exhibit 3
Tools to Develop Methods or Criteria to Prioritize Systems

Tool

Annual Financial Reports

Capital Improvement Plans

Compliance Data

Comprehensive Perfonnance Evaluations

Consumer Confidence Reports

DWSRF Loan Applications

Operator Certification Programs

Pennitting Requirements

Sanitary Surveys

Self-Assessments

Source Water Assessment Programs

State or Federal Surveys oflnfrastructure Needs

Statewide Water Quality/Quantity Studies

Water System Plans or Business Plans
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Element B: Factors That Encourage or Impair Capacity Development

Under §1420(c)(2)(B) of the SDWA, States must consider developing a description of the
"institutional, regulatory, financial, tax, or legal factors at the Federal, State, or local level that
encourage or impair capacity development." The broad spectrum of factors that might be
included in this description may make it quite comprehensive for each State. Factors that impair
capacity development efforts within a State might include:

A State's lack oflegal (or regulatory) authority to develop and implement a capacity
development strategy.

• Institutional barriers to developing a capacity development strategy.

• Legal and financial issues associated with water rights.

• Insufficient State or local funding to implement a capacity development strategy.

• A lack of reciprocity for operator certification.

• Barriers that preclude systems from obtaining variances or exemptions reasonably.

• State statutes or regulations that hinder consolidation, regionalization, or interconnection.

The 1996 Amendments streamline the process of applying for variances and exemptions, and
provide access to DWSRF resources to help States overcome some of the barriers outlined above.

Factors that encourage capacity development within a State might include:

• Statewide growth-management legislation-encourages capacity development by checking
the uurestricted growth ofpoorly-planned water systems (other statewide planning statutes
have similar beneficial effects).

• Statutes dealing with privatization or procurement-allows systems to contract for
operations and maintenance or other services more easily.

• Statutes dealing with mergers and acquisitions-encourages consolidation by allowing
adjustments to the rate base.

• Statutes that require renewable operating permits for water systems, CCNs, or periodic
sanitary surveys-encourages capacity development by enabling the State to periodically
assess capacity.
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States' reports to their legislatures on the subject of capacity development may prove·useful in

the creation and implementation of capacity development strategies. Many of these reports
include discussions ofthe factors that encourage or impair capacity development. Examples of
useful reports are those submitted in Washington, Connecticut, California, and Pennsylvania.
While each State's report has unique aspects, the process that was followed - including the
issues that were discussed - should be helpful to other States that are considering these issues.

Reports derived from the deliberations of stakeholder workgroups, such as those published in
North Carolina and South Carolina, may also prove helpful in the preparation of capacity
development strategies for other States.

Exhibit 4 lists several tools that address the factors that impair capacity development. This
table is meant only as a starting point. As States build their capacity development strategies, they
are likely to find other tools to address factors that impair capacity efforts. A full description of
each tool and examples of its use are provided in the appendix.
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Exhibit 4
Tools to Address Factors that Impair Capacity Development Efforts

Tool

Capital Improvement Plans

Comprehensive Performance Evaluations

Consumer Confidence Reports

Cooperation with NGOs

Coordination with Other Agencies

DWSRF Loan Applications

Operator Certification Programs

Permitting Requirements

Rate Reviews and Approvals

Regional Plans

Restructuring Programs

Sanitary Surveys

Satellite Management Programs

Source Water Assessment Programs

Training and Technical Assistance Programs

Water Conservation Plans

Water System Plans or Business Plans
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Chapter III
Element C: Description of How the State Will Use the Authority and Resources of the
SDWA

Under SDWA §1420(c)(2)(C), States must describe how they will use the authority and
resources of the SDWA to improve capacity in PWSs. Specifically, the State is asked to describe
how it will accomplish three goals central to a sound capacity development strategy:

1. Assist PWSs in complying with NPDWRs.

2. Encourage the development of partnerships between PWSs to enhance the technical,
managerial, and fmancial capacity of the systems.

3. Assist PWSs in the training and certification of their operators.

This is the core element of a State's capacity development strategy. Under this element the
State describes how it will use the new financial and programmatic resources of the 1996 SDWA
Amendments, and any other statutory or programmatic means, to help water systems reliably
deliver safe drinking water. This element encompasses a wide variety of activities meant to
provide assistance to individual water systems and to build partnerships among systems.

The activities set forth in element C are at the heart of the linkages between the capacity
development program and other sections ofthe SDWA. Not only are the authority and resources
provided in other parts of the SDWA-and the "other means" that may be available in other State
and federal programs-vital to developing capacity, the development of greater system capacity
through compliance, including technical assistance and multi-system partnerships, is essential for
other important sections of the SDWA to function.

For example, variances and exemptions are key parts of the new flexibility provided to small
water systems. Before States can grant variances or exemptions, the SDWA requires them to
evaluate whether restructuring and water supply alternatives are affordable compliance options.
Because both alternatives include, by definition, multi-system partnerships, the State's database
and methodology for analyzing that data will need to look well beyond the options that lie within
the reach of the individual system seeking a variance or exemption.

Because this information has not been required for the drinking water program in the past,
many States may not have the database or analytic capabilities to perform these needed functions.
But by formulating a capacity development strategy and using the resources available through the
DWSRF, States can assemble this database and develop analytic methodologies that will help
them make these decisions.

In formulating capacity development strategies, State drinking water programs should locate
and evaluate data sources and prepare to apply them to assess compliance options for small
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Chapter III

systems that apply for variances or exemptions. The source water assessments required of States
under §1453 of the SDWA (funded through the DWSRF) can be an important means of
assembling information on the water sources currently used by PWSs, if designed with this use in
mind.

Exhibit 5 lists several tools that may permit States to exercise the authority and resources of
the SDWA. This table is meant only as a starting point as States build their capacity development
strategies. A State is likely to find other tools. A full description of each tool and examples of its
use are provided in the appendix.
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Chapter III

Exhibit 5
Tools that May Permit the State to Exercise the Authority aud Resources of the SDWA

Tool

Big Brother and "Buddy System" Programs

Capital Improvement Plans

Certificates of Convenience and Necessity

Compliance Data

Comprehensive Performance Evaluations

Cooperation with NGOs

Cooperation with Industry Groups

Coordination with Other Agencies

DWSRF Loan Applications

Emergency Response Plans

Enforcement Records

Operator Certification Programs

Pennitting Requirements

Public Education Programs

Rate Reviews and Approvals

Regional Plans

Restructuring Programs

Bond Issue Review

Reviews of Audit Reports

Sanitary Surveys

Satellite Management Programs

Self-Assessments

Statewide Water Quality/Quantity Studies

Training and Technical Assistance Programs

Water System Plans or Business Plans

Water Conservation Plans
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Chapter III

Element D: Establishing a Baseline and Measuring Improvements

Establishing a baseline and measuring improvements are crucial to fulfilling State responsibili
ties under §1420(b)(2), which requires State reports to the EPA Administrator, and §1420(c)(3),
which requires State reports to the Governors. States must evaluate the success of their capacity
development efforts as part of both reports. The most meaningful way to measure the success of
State efforts is to measure actual improvements in water system capacity, but capacity building is
an incremental process that may take years to result in measurable improvements. Therefore,
even highly effective capacity development programs may not show immediate improvements in
the actual capacity of water systems.

There are several approaches to measuring capacity:

• Outreach activity. A State could assess its program on the basis of its effectiveness in
reaching water systems. This could include sanitary surveys conducted, Comprehensive
Performance Evaluations conducted, technical assistance provided, and completion of water
system plans.or self-assessments. To make this a valid measure, States need to ensure that
these activities are helping systems achieve and maintain capacity.

• Operator certification. States could base their assessment on the prevalence of certified
operators who have the training necessary to improve the capacity of the systems they
operate.

• Planning mechanisms. States could use the results of water system self-assessments,
water system plans, annual financial reports, or simplified budgeting worksheets to measure
improvements in capacity.' This process would require a baseline measure of all systems at
the time when the capacity development efforts began and a method to update system
assessments regularly.

Compliance data. Since the statute explicitly mentions capacity with respect to national
primary drinking water regulations, analyzing compliance trends could be a useful way to
measure improvements in capacity. The baseline would be compliance data from the
calendar quarter when the capacity development efforts began. Variables such as the
number of systems in significant noncompliance, number of exceedances, number of MIR
violations, and time required to achieve compliance could be used as indicators of capacity.
Measuring improvements solely on the basis of compliance might yield an analytical
framework that is too limited, since factors such as new regulations or new enforcement
tools could influence compliance rates. In addition, trends in compliance data may not yield
sufficient data over the short term because capacity development is an incremental, long
term process.
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Chapter III

Element E: Identifying Interested Persons

The purpose of this element is to identifY stakeholders, people that have an interest in and are
involved in the development and implementation of the capacity development strategy. The
overall purpose of identifYing and involving stakeholders is to inform the parties that interact with
water systems so they will be better able to contribute to capacity assurance in their actions.

One approach to identifYing stakeholders is to use resources available to related outreach
programs. Potentially interested parties include:

Advisory panels for new system development. Foremost among the methods for
involving and informing key stakeholders is the creation of a formal stakeholder advisory
panel as part of a new system capacity assurance program. Such panels should include
governmental and nongovernmental organizations. States could use panels to disseminate
information on existing system capacity. The key groups involved in new system formation
do not represent everyone, but their communication networks do reach a large proportion
of the target audience. Potential advisory panel constituents include:

Builders' associations
Realtors' associations
Mobile home park operators' associations
County associations
Municipal associations
Planners' associations
Consulting engineers' associations
Associations of utilities (AWWA, NAWC, NRWA)
Consumer advocates
Environmental groups
Operators' associations
Technical assistance providers (NRWA, RCAP)
Community action agencies
Community .development corporations
Homeowners' associations
Chambers of commerce
Regulated community
Citizens who have registered an interest
Bankers and lenders

• Operator certification advisory boards. Operator certification advisory boards can be key
resources in disseminating capacity information. States might work with operator
certification boards to develop a certification curriculum that would help ensure capacity.
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Appendix
Cooperation with Non-Governmental Organizations

Non-governmental organizations have an important role to play in the implementation of
capacity development strategies. These organizations offer a non-governmental and non
regulatory resource for technical assistance and training services for PWSs. Non-governmental
organizations that are active in the field of public water supply are organizations like the American
Water Warks Association, the National Rural Water Association, the Association of Metropolitan
Water Agencies, the National Association of Water Companies, the Association of Boards of
Certification, the Rural Cornmunity Assistance Program, and others.

Developing relationships with non-governmental organizations helps ensure their participation in
the capacity development process and creates a forum for discussion. In addition, because they
are non-governmental and non-regulatory, their participation brings a fresh perspective to the
challenges facing small water systems.

Uses of this tool include:

• Assisting PWSs in complying with NPDWRs; encouraging the development ofpartnerships
between PWSs to enhance technical, managerial, andjinancialcapacity; and assisting
PWSs in training, certification, and continuing education ofoperators. Cooperation with
non-governmental organizations could assist the State in achieving all of these objectives.

• IdentifYing interestedpersons. Many non-governmental organizations represent important
stakeholder groups.

Sources of Additional Information
American Water Works Association: www.awwa.org

Association of Metropolitan Water Agencies: www.amwa-water.org/water

National Rural Water Association: www.nrwa.org

Rural Community Assistance Program: www.rcap.arg

Partnership for Safe Water: www.awwa.org/partner2.htm

Association of State Drinking Water Administrators (ASDWA): www.asdwa.org

American Water Works Association Research Foundation (AWWARF): www.awwarf.com
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The broad applicability of this tool is outlined below:
Appendix

I Cooperation with Non-Governmental Organizations I
Area of Capacity

Potential Uses
Technical Managerial Financial

Ensuring New System Capacity

Element A: Prioritizing Systems

Element B: Factors That Encourage or Impair

Capacity Development

Assisting PWSs in Complying ,/ ,/ ,/
ElementC: with NPDWRs

Capacity Using the
Encouraging the Development of

Development Authority and ,/ ,/ ,/
Strategy Resources of

Partnerships Between PWSs

the SDWA Assist PWSs in the Training and ,/ ,/ ,/
Certification ofTheir Operators

ElementD: Establishing a Baseline and Measuring

Improvements

ElementE: Identifying Interested Persons ,/ ,/ ,/

Assessing Capacity
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Appendix
Rate Reviews and Approvals

Public utility commissions (PUCs) periodically review the rate structures of the PWSs
they regulate. The theoretical ideal is to set rates equal to the cost of service plus a reasonable
return on investment. Since the cost of service changes periodically, it is useful to review costs
and rates and determine whether systems are, in fact, recovering their full cost of service.
Approval of the rate application is largely contingent on having adequate records to determine
cost-of-service and the valuation of rate base.

The review of a rate application requires the collection of substantial information that may be
relevant to issues of capacity development. For example, PUCs routinely examine the results of
sanitary surveys. There also may be an on-site inspection of the facilities to determine whether
deficiencies noted on the sanitary survey have been addressed.

The rate review process identifies systems that are not metered or that use flat rates; utilities may
be ordered to meter customers or to set rates based on usage. This process encourages
conservation and helps to identify systems with significant leaks.

Customers are notified of the rate change application and have an opportunity to protest the
rates or the service provided by the utility. Customer complaints during the rate approval process
could be another source of information indicating system deficiencies that should be addressed.

Uses of this tool include:

• Prioritizing systems. Data from rate reviews can be used to help prioritize systems. If data
from rate reviews are not of uniform quality, or if the number and percentage of systems with
reviews is small, rate review data could be used to supplement other data sources.

• Establishing a baseline and measuring improvements in capacity. The data from rate
reviews can be used to measure progress. A longitudinal analysis of the technical, financial,
and managerial capacity of systems, as measured by information obtained during rate reviews,
could be used to supplement information on these subjects gathered from other sources.

• Assessing capacity. Rate application data are taken from sanitary surveys and occasionally on
site inspections of the facilities. These types of information provide substantial insights into the
technical capacity of the system. The records of all systems submitting a rate application will
be subject to inspection by PUC staff, allowing thorough assessment ofmanagerial capacity.
The PUC review of cost-of-service, valuation of rate base, depreciation expense and the
debt/equity ratio to ensure appropriate rates could also assist in assessing financial capacity.
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Appendix
Sources of Additional Information

For more information on rate reviews see:

Public Utilities Commission, State of California, Proceeding No. 1.90-11-033, "Staff Report on
Issues Related to Small Water Utilities," June 10, 1991.

AWWA Research Foundation, "Meeting Future Financial Needs of Water Utilities."
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The broad applicability of this tool is outlined below:

Appendix

I Rate Reviews and Approvals I
Area of Capacity

Potential Uses
Technical Managerial Financial

Ensuring New System Capacity

Element A: Prioritizing Systems .I .I .I

Element B: Factors That Encourage or Impair

Capacity Development

Assisting PWSs in

Complying with NPDWRs

Element C: Encouraging the

Capacity Using the Development of
Development Authority and Partnerships Between
Strategy Resources of PWSs

the SDWA
Assist PWSs in the

Training and Certification

ofTheir Operators

Element D: Establishing a Baseline and .I .I .I
Measuring Improvements

ElementE: Identifying Interested Persons

Assessing Capacity .I .I .I
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Appendix
Self-Assessment and the "Dozen Questions"

Several States have used self-assessment to help small water system owners assess their
system's capacity. States typically provide a self-assessment manual that contains a structured
system ofyes/no questions that follow the major elements of a complete business or water system
plan. Thus, the questions are organized around issues related to teclmical, managerial, and
financial capacity. Questions are further grouped according to overall topic areas. Each topic
represents an important area where there may be hidden costs in store for the water system. The
manual may contain simple budget worksheets that assist the water system in using its estimates
of future costs to develop an assessment of projected revenue, capital requirements, and water
rates.

Uses of this tool include:

• The "Dozen Questions" is a self-assessment tool that groups important questions regarding
system capacity into twelve categories. States have used these questions as part of a business
plan approach or as a self-assessment exercise to assist PWSs in complying with NPDWRs,
encourage the development ofpartnerships between PWSs, and assist PWSs in the training of
operators.

• Measuring improvements ill capacity. This process would require a baseline measure of all
systems at the time when the capacity development efforts began, and a method to update
system assessments regularly.
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Appendix
Sources of Additional Iuformation

Cromwell, Schmidt and Albani, "A Dozen Questions to Assess Small System Viability,"

Proceedings of the 1993 AWWA Annual Conference, San Antonio, Texas.

Pennsylvania Department of Environmental Protection, "Pennsylvania Water System Self
Assessment Guide," September 1996.

Iowa Department of Natural Resources, "Self Assessment Manuals for Iowa Water System

Viability," September 1996.

RCAP-Community Resource Group, "The Small System Guide to Viability."

RCAP-Community Resource Group, "The Self-Evaluation Guide for Decision-Makers of
Small Community Water Systems."

Rural Water Association and American Water Works Association, Georgia Section, "Georgia's

Small System Peer Review Program."

You can obtain more information by calling the RCAP-Community Resource Group at 501
443-2700, the Georgia Rural Water Association at 770-358-0221, the National Rural Water
Association at 405-252-0629, or the American Water Works Association at 303-799-7711.
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The broad applicability of this tool is outlined below:

Appendix

Self Assessment and the Dozen Questions

Area of Capacity
Potential Uses

Technical Managerial Financial

Ensuring New System Capacity

Element A: Prioritizing Systems ,/ ,/ ,/

ElementB: Factors That Encourage or Impair

Capacity Development

Assisting PWSs in Complying
,/ ,/ ,/

ElementC:
with NPDWRs

Capacity Using the Encouraging the Development· ,/ ,/ ,/
Development Authority and ofPartnerships Between PWSs

Strategy Resources of
Assist PWSs in the Training

the SDWA
and Certification ofTheir ,/ ,/ ,/

Operators

ElementD: Establishing a Baseline and
,/ ,/ ,/

Measuring Improvements

ElementE: Identifying Interested Persons

Assessing Capacity ,/ ,/ ,/
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Appendix

Training and Technical Assistance

The SDWA provides new resources to assist systems with capacity development. One
important use of these funds is training and technical assistance. These tools are likely to playa
vital role in capacity development strategies. A common theme in systems that lack adequate
capacity is the absence of trained, professional personnel to operate and manage the system.
Training and technical assistance can remedy that deficiency. These tools also can be used to
educate and persuade system owners and operators to adopt practices and methods that will
enhance capacity and reliability. Both State and non-governmental organizations offer training
and technical assistance programs. Services range from on-site assistance to educational
programs for operator certification and community planning.

Uses of this tool include:

• Prioritizing systems. Training and technical assistance providers could be one source of
information for prioritization. However, systems that need training or technical assistance, but
have not sought them out, are probably most in need of improving capacity.

• Assisting PWSs in complying with NPDWRs; encouraging the development ofpartnerships
between PWSs; and assisting PWSs in training, certification, and continuing education of
operators. Training and technical assistance providers can be important assets in the
development of this aspect of a strategy, particularly with respect to training, certification, and
continuing education.
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Appendix

Sources of Additional Information

There are a wide variety ofproviders of trailing and techmcal assistance. These include:

Rural Conununity Action Project (RCAP) and their regional affiliates

National Rural Water Association (NRWA) and their State associations

American Water Works Association (AWWA) and their State sections

State public utility conunissions

International City Managers Association (lCMA)

National Environmental Trailing Association (NETA)

For more information on trailing and technical assistance providers see:

National Trailing Coalition, "Final Report on Training Needs and Providers," July 1997.

You can obtain more information by calling the Association of State Drinking Water
Administrators at 202-293-7655, RCAP-Conununity Resource Group at 501-443-2700, the
National Rural Water Association at 405-252-0629, or the American Water Works
Association at 303-799-7711.
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The broad applicability of this tool is outlined below:

Appendix

I Training and Technical Assistance I
Area of Capacity

Potential Uses
Technical Managerial Financial

Ensuring New System Capacity

Element A: Prioritizing Systems ,/ ,/

Element B: Factors That Encourage or Impair

Capacity Development

Assisting PWSs in Complying ,/ ,/
Element C: withNPDWRs

Capacity Using the
Encouraging the Development of

Development Authority and ,/ ,/

Strategy Resources of
Partnerships Between PWSs

the SDWA Assist PWSs in the Training and
,/ ,/

Certification ofTheir Operators

ElementD: Establishing a Baseline and Measuring

Improvements

Element E: Identifying Interested Persnns

Assessing Capacity ,/ ,/
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Appendix

Water System Plans or Business Plans

Water system plans (called business plans in some States) are comprehensive documents that
attempt to capture the true cost of building and operating a water system by projecting costs and
revenues over time. They can be used for both new and existing water systems, and cover not
only the physical condition of the system's source, infrastructure, and operations, but also
managerial and financial issues. In addition, water system plans force system owners and
operators to ponder and plan for the future of their system. Water system plans include a
Facilities Plan Checklist that contains a description of required infrastructure and resources, a
Management Plan Checklist that describes the system's proposed (or existing) management
strategy, and a Financial Plan Checklist that requires systems to provide a complete financial plan.

Uses of this tool include:

• Prioritizing Systems. The Pennsylvania Department of Environmental Protection (DEP) has
developed a series of benchmarks and indicators for use with business plan data (the
PAWATER cost model) that provide an overview of where a proposed system fits in relation
to other existing systems. This process provides statistically significant capacity information
that could be an effective means of prioritization.

Washington State has a water system planning program that is based on the capacity and size
of the system. It includes a comprehensive analysis of the system's capacity, and seeks to
ensure and document system capacity for the future.

• Assisting PWSs in complying with national primary drinking water regulations and
encouraging the development ofpartnerships between PWSs. Water system plans, by
requiring a planning process for all systems, assist systems in complying with all federal and
State regulations. Since the planning process typically involves consideration of regional
solutions to system problems, it also encourages the development of partnerships among
systems.

• Measuring improvements in capacity. This process would require a baseline measure of all
systems at the time when the capacity development efforts began, and a method to regularly
update system assessments.

• Assessing capacity. Water system plans typically examine such factors as the characteristics of
a system's service area; the adequacy and quality of its source; the condition of its facilities;
and its O&M, management, and accounting practices.

In Washington State, a Financial Viability Test (FVT) is required of all CWSs serving fewer
than 1,000 service connections that must submit a water system plan. The FVT consists of
four steps:
1) Develop an operating budget showing that its revenues will meet all incurred expenses over
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Appendix

a six-year period.

2) Create and fund an operating cash reserve account at a level equal to or greater than one
eighth of its operating budget (O&M plus G&A expenses). This reserve account can be
funded by a one-time charge, a transfer of funds from an existing reserve, or from funds
accumulated in the first year of the six-year budget from step I.

3) Create and fund an emergency reserve account to cover the cost of an emergency or failure
of its most vulnerable system component (for small systems, usually a well or pump). This
reserve account can be funded by a one-time charge, a transfer of funds from existing reserves,
a plan to accumulate the fund in the six-year budget from step I, or an alternative financing
arrangement (e.g., an insurance mechanism).

4) Conduct a median household income index analysis. The system must demonstrate that the
rates required to meet the budget from step I and to fund the reserves in steps 2 and 3 do not
exceed 1.5 percent of the annual median household income for its county.

In addition to all ofthese elements of the water system plan, systems typically submit relevant
documents that support the plan, e.g., maps of service areas, maps of facilities, and so forth.

Sources of Additional Information

For more information on water system plans, see:

Washington State Department of Health, "Planning Handbook: A Guide for Preparing Water
System Plans," August 23, 1993.

Washington State Department of Health, "Financial Viability Manual for New and Expanding
Small Water Systems," March 1995.

Pennsylvania Department of Environmental Protection, "Pennsylvania Water System Self
Assessment Guide," September 1996.
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