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Executive Summary

The mission of Nationa Drinking Water Advisory Council’s (NDWAC) Smdl Systems Implementation
Working Group is to advise the full NDWAC on current and emerging chalenges, aswell asthe
drategic options that the Environmenta Protection Agency (EPA) and the States should consider to
assist amal systemsin meeting the public hedlth protection objectives of the Safe Drinking Water Act
(SDWA).

This report conveys the Working Group' s recommendations, which are based on a series of analyses
and deliberations organized into seven issue areas including water-system capecity development, public
awareness and education, water-system governance, water-system organization, water service costs
and affordability, unsustainable water systems, and water-policy inditutions.

The Working Group presents consensus-based findings, conclusions, and recommendetions for each of
the seven issue areas. The centrd findings were asfollows:

# Water System Capacity Development. Capacity development for small water
systemsis essentid and capacity can be achieved in avariety of ways.

# Public Awareness and Education. Public awareness and education are essentia
tools of water-system capacity development.

# Water-System Governance. Traning at dl levels of water-system management,
including governing and oversight bodies, is essentid for capacity development.

# Water-System Organization. Organizationd structure affects the ability of awater
system to provide consistently safe and affordable water.

# Water Service Costs and Affordability. The cost of providing service places
ggnificant pressure on smal water systems because of lacking economies of scae and
resources.

# Unsustainable Water Systems. Under certain circumstances, water systems may be
incgpable of achieving capacity and considered by policymakers to be “unsustainable.”

# Water-Palicy Ingtitutions. Capacity development involves both interna improvement
processes and externd relationships with policy inditutions.



Each finding is associated with a set of specific conclusions and recommendations. A total of 58
specific recommendations are provided for EPA and the States. The recommendations to the States
contemplate the exercise of sate authority, including but not limited to the authority of state drinking
water primacy agencies.

Each specific recommendation touches upon one or more of six core principles that condtitute the
Working Group's hierarchy of core recommendations.

# Information. EPA and the States can develop information resources, identify effective
cagpacity development tools, and facilitate information sharing among agencies to
promote the continuous improvement of water systems.

# Coordination. EPA and the States can encourage and facilitate coordination among
the policies and programs of the various federa, regiona, and state agencies and among
water systems.

# Outreach. EPA and the States can establish and strengthen programs for active
outreach to water systems, key stakeholders, governing bodies, and loca agencies.

# Incentives. EPA and the States can provide funding, and administrative and other
drategic incentives, to complement market forces and promote beneficia changesin
practices by governmental agencies and water systems.

# Funding. EPA and the States can improve access to funding, target funding to specific
gods, and consider the creation of a dedicated fund for priority needs and godls.

# Palicy. EPA and the States can develop and implement public policies, adminigrative
procedures, and ingtitutional arrangements that support beneficia changesin practices
and continuous improvement.

Accountability is an essentid aspect of each of the six core principles. The new flexibility provided by
the 1996 Safe Drinking Water Act Amendments brings with it an increased focus on accountability.
EPA and the States will need to carefully think through how to address accountability under each of the
Sx core principles.

The Working Group recognizes that consideration of the recommendations by EPA and the States
requires commitment and resources, particularly for the more complex, chdlenging, and potentialy
controversd measures. Some strategic options may not be feasible within exigting ingtitutiona
dructures. However, the consensus of the Working Group is that implementation of the
recommendations by EPA and the States can enhance achievement of the public heglth protection goas
of the SDWA with respect to smdl water systems.
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Statement of Purpose

Following the enactment of the 1996 SDWA Amendments, and to further its goals, the NDWAC has
convened working groups to develop recommendations that the NDWAC can make to the EPA. In
1997, the NDWAC established a Small Systems Working Group to provide recommendations
regarding the implementation of the SDWA capacity development provisons. Inlate 1998, the
NDWAC egtablished afollow-up Small Systems Implementation Working Group to develop additiona
anadyses and recommendations related to small water systems.

The misson of this Working Group isto advise the full NDWAC on:

# The specific chalenges currently facing various types of smdl Public Water Systems
(PWSs) (those systems serving fewer than 10,000 persons but with special emphasis
on economicaly and socidly disadvantaged systems serving fewer than 500 persons);

# The chdlenges likely to face these systems over the next five to ten years, and

# Strategic options that EPA and the States should consider to assist small systemsin
meeting the public hedth protection objectives of the SDWA.

The current Smadl Systems Implementation Working Group has contributed to the publication of two
EPA documents. National Characteristics of Drinking Water Systems Serving Populations Under
10,000 (EPA 816-R-99-010) and Small System Regulatory Requirements Under the Safe
Drinking Water Act as Amended 1996 (EPA 616-R-99-011).

The development of this document follows afull year of didog and deliberation of the Working Group.
It isthefind report of the NDWAC Small Systems Implementation Working Group. The report
consgs of three parts. Fird, the report reviews the unique chalenges, opportunities, and issues facing
small water systems. Second, the report summarizes the andysis of strategic options that EPA and the
States can implement to address the needs of smal water systems and further the achievement of
SDWA gods. Appendix A to this report provides a detailed inventory of the strategic options
consdered. Finaly, the report provides the Working Group' s findings, conclusions, and
recommendations. The culmination of the specific recommendationsis aset of Sx core principas that
congtitute the Working Group’ s core recommendations to the NDWAC.

The report reflects the collective input of the Working Group members and a general consensus about
fundamenta issues! The Working Group recognizes that a greater level of consensus exists about the
nature of the smal system challenge and the range of drategic options for addressing it than about

LIn accordance with NDWAC rules, working group members can file minority opinions.
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specific recommendations for action. The policy recommendations are intended to shape and provide
input to the policy debate, rather than to portend any particular strategy or approach.



Small Water Systems:
Challenges, Opportunities, and | ssues

No matter whet their Size, water systems provide a vitd service to customers. Small water systems
face the same chdlenges that al water systems face in providing the public with safe, rdiable, and
affordable water service. Additiondly, small water systems face severa unique chalenges,
opportunities, and issues.

Challenges

In the course of its ddiberations, the Working Group identified the following chdlenges to smdl water
sysems

Aging water ddivery infragtructure.

Current and future compliance with treatment standards.
Source water quantity, quality, and protection.

Devedopment of technica, managerid, and financia capacity.
Availahility and affordability of financing.

Water affordability and related pricing issues.

Long-term and least cost planning.

Employee training and certification.

Loca policies and parochid cultures.

Competing or differing agendas and priorities among agencies.
Changing demographics and service population growth or decline.
Avallability of low cost and low maintenance technologies.
Isolation or lack of geographic accessibility.

Language or culturd barriers to effective communications.
Managing information and setting priorities.

Bariersto identifying and implementing effective solutions.

FHEHFHFFHRFHHFEHRFHRHRHRHIESR

Opportunities

Despite the many chalenges faced by smal water syslems, many opportunities also are present. Even
very challenged smdl systems can succeed given the opportunities and resources to effect positive
changes.

The Working Group identified the following opportunities for smdl water systems:

# Increasing attention to small water systems.
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| ssues

Capacity development Strategies for existing systems.

Drinking Water State Revolving Funds (DWSRF) and other funding programs.

Rising consumer awareness and expectations.

Training and technica assistance for water-system personnd.

Regtructuring, including reorganization, consolidetion, regiondization, cooperation, and
ownership transfers.

Expanded regulatory flexibility to improve compliance.

The Working Group considered awide range of issues. No issue was excluded from consideration
and a high degree of consensus emerged about the most pressing concerns. The discussions coa esced
around seven issue areas that were used to develop and organize the recommendations included in this

report:

NoaswWDdDPRE

Water-system capacity development.
Public awareness and educetion.
Water-system governance.
Water-system organization.
Water-service costs and affordability.
Unsugtainable water systems.
Water-palicy inditutions.

The following section provides an overview of the process for identifying strategic options within each

of these aress.



Strategic Options

The principa charge of the Working Group was to develop strategic options for EPA and the States to
consder in assisting smal sysemsin meeting the public hedlth protection objectives of the SDWA.
This section describes the framework for the analysis and the generd options considered. A detailed
inventory of al of the options consdered by the Working Group is provided in Appendix A.

Framework for Analysis

Ddliberations of the Working Group were organized around seven issue areas. The areas and the
topics within them evolved over the course of the analysis to reflect the input of the members. Each
issue areais broad and interdisciplinary in scope and interrelated to the other areas, but digtinct in terms
of the specific policy questions that guided the development of the recommendations:

1.

Water-System Capacity Development

Given available resources, how can the benefits of capacity development be maximized?
What can be done to help States devel op effective strategies and improve continuously
over time?

Capecity development of smdl water systems is afundamenta SDWA god. SDWA 8§1420(c)
requires each State, by August 6, 2000, to begin developing and implementing a strategy to
assst PWSsin acquiring and maintaining the capacity necessary to comply with the SDWA.
Capacity is defined in technica, financid, and managerid terms. EPA and the States can
implement a number of specific measures as part of their capacity development dtrategies. A
commitment to continuous improvement and refinement of date strategies will help the States
regp the greatest benefit from the SDWA’s capacity development provisions.

Public Awareness and Education

How can customer awareness and education support the goals of capacity devel opment?
How can policymakers help water systems convey to customers the true cost and val ue of
safe drinking water?

The service population of awater system can help or hinder capacity development. In the padt,
water suppliers believed that their performance and the qudity of finished water spoke for
themsdves. These bdiefsled to little communication between the industry and customers,
resulting in the industry’ s reputation as a“ silent service”  In recent years, however, it has
become gpparent that public education isimportant to the water industry’ s success in providing



safe drinking water. Water utilities play amgor rolein developing public awareness, however,
EPA and the States can conduct certain activities to contribute to these utility efforts.

Water-System Governance

What can be done to ensure that water-system governing bodies receive appropriate
training and education to further the goals of capacity devel opment?

Many water systems are accountable to externd oversight or governing bodies that influence
management and resources.

A water system’ s governing body isthe legal entity responsible for overseeing awater system'’s
management and operation or its duly authorized representative. Well trained or educated
governing bodies will lead to improved system capacity because those responsible for making
policy decisonswill understand the present and future impacts of those decisons. Thiswill

lead to increased access to resources, assstance, and expertise, and ultimately will result in
improved drinking water safety and public hedth benefits,

Water-System Organization

How can changes to the organizational structure of water systems, including changesin
ownership or management, enhance public health protection, service provision, and
affordability?

Organizationd choices are influenced by internd forces (such as the preferences of managers)
and externd forces (such as markets and policymaking inditutions). Organizationa change
includes restructuring through consolidation, regiondization, and privatization. Restructuring
may require specia incentives or the remova of inditutiona or political barriers.

Water-Service Cogts and Affordability

What methods of assistance can be used to address the needs of low-income households
that cannot afford to pay for water service? How can safe and affordable drinking
water be provided to all people served by public water systems?

Infrastructure repair and replacement, compliance with regulatory standards, and source-water
development and protection will place upward pressure on water costs and rates. Asa
consequence, more households may be unable to pay for water service. Cost-sharing
mechanisms can ease the burden of water-service costs on low-income households, including
options for direct assistance to households and to systems serving those househol ds.
Recommendations provided at the utility, state, and nationd level aim to further the nationa god



of providing safe and affordable water service to dl people served by public water systems.
Programs to make water service more affordable, provide assistance to households, or ensure
universal service can be funded internaly by the utility (viarates or other sources of utility
revenues) or externaly viavoluntary contributions or tax revenues. Tax revenues can be
generated at the locd, substate (county), state, or federd level and assessed through general
purpose or targeted tax instruments.

Unsugtainable Weater Systems

What long-term policy options are available to regulators for systems that pose a
potential risk to public health and cannot achieve self sufficiency, even after providing
significant financial and technical assistance and maximum regulatory flexibility?

Capacity and sugtainability are intringcdly related. Water systems that cannot achieve capecity
might be conddered unsugtainable, dthough this determination is highly subjective. Generdly,
an unsudtainable water system lacks the ability to achieve or maintain adequate technicdl,
financid, and managerid capacity even after the provison of sgnificant financid and technical
assigtance. Service abandonment is a possbility. The unsustainable system has exhausted dll
options for ensuring capacity and sustainability, including dternative centra trestment methods,
point-of-use or point-of-entry treatment, aternative sources of supply (including wholesale
water purchases), and restructuring or consolidating with another water system (including
satellite management, satellite ownership, and interconnection). Exhaugtion of remediesisa
state-gpecific determination.

Water-Policy Inditutions

What changes to their respective institutional structures and processes should
policymakers make to help water systems achieve capacity and provide maximum public
health protection at the lowest possible cost?

The indtitutions affecting the water sector include decision-making bodies (executive, legidative,
and judicid), public policies, and adminigtrative practices & al levels of government.
Ingtitutiona structures and processes affect the ability of EPA and States to help water systems
develop capacity, remain sustainable, and improve service. Indtitutiona structures and
processes dso affect how a system will be able to provide service. Water systems fedl
pressure from drinking water primacy agencies, rate setting bodies, and other resource agencies
(for example, permitting and financing authorities). The lack of cohesion among regulatory
bodies can make capacity development difficult. In addition, regulations can be complex both
in substance and in form, which can compound the problem. Improved coordination,
consolidation, smplification, and flexibility of regulatory authority will facilitate capacity
development.



Development of Findings

For each of the seven issue areas, the Working Group developed specific findings aswel as a series of
related conclusons. Working Group members relied on EPA reports, issue papers, and presentations,
aswell astheir own knowledge and experiences, to develop the findings. The findings and conclusons
are adirect result of Working Group deliberations and reflect a genera consensus of the chalenges
facing smdl water systems and the federd and state agencies that regulate them.

| dentification of Strategic Options

Within each of the issue areas, the Working Group considered a range of strategic options, beginning
with the “gtatus quo” or no action dternative. Options are consdered srategic if they help achieve
gtated policy gods. In no instance, however, does the Working Group smply choose the no action
option or make no recommendation to the NDWAC. In every case, the consensus opinion was that
feasible options are available to address the concerns raised in each issue area.

For each issue area, anumber of recommendations were developed for the EPA and for the States.
This system of organizing the options recognizes that the federd and Sate rolesin drinking water are
unique in terms of authority and respongibility. In severd areas, however, pardld or complimentary
options are found in the recommendations for the EPA and the States. Many recommended measures,
such as those involving public awareness or cooperation, are potentially relevant for more than one
issuearea. Although governmenta roles are emphasized, severd of the recommended options dso
recognize that government policies, such as the strategic use of funding and other incentives, can
compliment market forces.

The specific recommendations range from incrementa changes to existing practices to emerging
innovative gpproaches. Some of the recommendations can be implemented within the boundaries of
exigting authority, dthough their adoption may require the acquiescence of policymakers and the
dedication of resources for implementation. Depending on exigting authority, some recommendations
may require statutory or other ingtitutiond policy reforms. Recognizing that some options are potentialy
more controversia, afew of the recommendations are less prescriptive and more suggestive in terms of
caling upon EPA or the States to give condderation to the idess.

The complete inventory of strategic options considered appearsin Appendix A to thisreport. This
preliminary listing was used to focus the deliberations and refine the recommendations.



Findings, Conclusions and Recommendations

The iterative ddliberations of the Working Group resulted in a series of findings, conclusions, and
recommendations for presentation to the full NDWAC. A tota of 58 specific recommendations are
provided for EPA and the States. The recommendations to the States contemplate the exercise of ate
authority, including but not limited to the authority of state drinking water primacy agencies.

The recommendations are provided across the seven issue aress. water-system capacity devel opment;
public awareness and education; water-system governance, water-service cogts and affordability;
water-System organization; unsustainable water systems; and water-policy ingitutions.

CorePrinciples

Each specific recommendation touches upon one or more of six core principles that condtitute the
Working Group's core recommendations:

# Information. EPA and the States can develop information resources, identify effective
capacity development tools, and facilitate information sharing among agencies to
promote the continuous improvement of water systems.

# Coordination. EPA and the States can encourage and facilitate coordination among
the policies and programs of the various federd, regiona, and state agencies and among
water systems.

# Outreach. EPA and the States can establish and strengthen programs for active
outreach to water systems, key stakeholders, governing bodies, and loca agencies.

# Incentives. EPA and the States can provide funding, and administrative and other
drategic incentives, to complement market forces and promote beneficia changesin
practices by governmental agencies and water systems.

# Funding. EPA and the States can improve access to funding, target funding to specific
gods, and consider the creation of a dedicated fund for priority needs and goals.

# Policy. EPA and the States can develop and implement public policies, adminidrative
procedures, and ingtitutional arrangements that support beneficia changesin practices
and continuous improvement.

Accountability is an essentia agpect of each of the Six core principles. The new flexibility provided by
the 1996 Safe Drinking Water Act Amendments brings with it an increased focus on accountability.



EPA and the States will need to carefully think through how to address accountability under each of the
Sx core principles.

The ordering of the individua recommendations is meaningful. The Working Group recognizes that al
of the recommendeations require acommitment and resources. However, some of the suggested
measures are more complex, challenging, and controversid than are others. At one end of the
spectrum, the recommendations involving information and coordination generdly condtitute very basic
measures that EPA and the States might be able to implement within the parameters of existing
ingtitutiond frameworks. The recommendations involving outreach and incentives are more active and
drategic. The funding and policy recommendations clearly are more chalenging and may require more
fundamentd inditutiona changes over time.

Specific Findings, Conclusions, and Recommendations

This section provides the specific recommendations of the Working Group, organized according to the
sevenissue areas. Two summary tables are provided at the end of this section. Table 1 includes al of
the findings, conclusions, and recommendations for each issue area. Table 2 identifies the core
principles that generdly correspond to specific recommendations.

1.0 WATER-SYSTEM CAPACITY DEVELOPMENT
Finding

Capacity development for small water systemsis essential and capacity can be achieved in a
variety of ways. No single or generic approach to developing system capacity is necessary or
desrable. The exploration of dternative approaches will help target solutions to types of water
systems, as wdl asidentify methods that are most effective in achieving capacity development godls.

Conclusions

1A Many small water systems lack the technical, managerial, and/or financial
capacity to comply with standards and provide quality service. A number of
different factors can contribute to capacity problems. Often, deficiencies in one area of
capacity are related to deficiencies in other aress.

1B Capacity development can help water systems make the transition to a culture of

continuous improvement. Recognizing the value of continuous improvement isan
appropriate god for dl water systems. Capacity development is best understood asa
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1C

1D

1E

process for continuous improvement over time and the gods of capacity development
can be achieved in increments or phases.

Water systems with greater capacity further the goals of public-health protection
and require less regulatory oversight from resource constrained agencies.
Compliance with regulatory standards for ensuring the health and safety of the publicis
acentrd god of cagpacity development. Improved compliance will lessen the need for
costly and time-consuming enforcement actions and alow regulatory agenciesto devote
resources to other areas, including ongoing capacity development.

Information resour ces, interagency coordination, and a broad-based stakehol der
process can facilitate capacity development program success. Effective capacity
development is afunction of effective program design. Attention to resource,
coordination, and stakeholder participation issues can help build more effective
programs, lower adminigirative costs, and avoid conflicts in the course of
implementation.

The DWSRF can be used more effectively as a strategic instrument of capacity
development. The gods of the DWSRF extend beyond smple fiscd assstance. The
gtatutory and adminigtrative authority for the DWSRF clearly supports the dedication of
funds for capacity development. In practice, however, funding may not be adequatdly
responsive or targeted to the needs of small water systems. The strategic use of
DWSRF and other funding sources would further capacity development gods.

Recommendationsto EPA

11

1.2

1.3

EPA should continue to provide capacity devel opment information and technical
assistance to Sates. While most of the responshbility for capacity development rests
with the States, EPA can continue to provide a supporting role in terms of information
and ass stance through a variety of means.

EPA should facilitate information sharing across EPA Regional Officesand
among States through various media, including meetings, conferencing,
teleconferencing, electronic publications, and Internet resources. EPA can serve
as arepogtory for information about capacity development. Methods for information
sharing will help lower adminidrative cogts, improve coordination, and foster
collaboration.

EPA should increase direct personal interaction with local decision makers and

field-based technical-assistance providers. EPA can augment state efforts by
increasing itsloca presence through training and assstance. EPA’sinteraction with

1



loca decisonmakers can enhance understanding of and support for capacity
development goas at theloca leve.

Recommendations to States

1.4  Satesshould use all available resources, authorities, and outreach methods to
devel op the technical, managerial, and financial capacity of systems. States
implement a variety of adminigtrative and assistance programs thet affect water systems.
Attention to the various state programs and their role of capacity development would
be ussful.

15  Satesshould coordinate ingtitutional connections among state agencies that
regulate water quality, quantity, rates, and funding and consider developing an
integrated drinking water policy. Coordination among state agencies can help States
optimize use of expertise, avoid duplication of effort, and enhance program
effectiveness. Anintegrated drinking water policy could provide aframework for
further coordination.

16  Satesshould invite broad-based stakeholder involvement in program
development. Involvement of stakeholders will promote interest in and commitment to
programs. Some stakeholders dso can play vauable implementation rolesin terms of
technica and other forms of assistance.

1.7  Satesshould provide information on how water systems can optimize the use of
all available assistance and resources, including DWSRF set-aside funds. Many
water systems may be igible for more than one ass stance program or funding source.
Combining various types of assstance could be particularly beneficid to disadvantaged
water systems and systems that are Striving to achieve capacity.

2.0 PUBLIC AWARENESS AND EDUCATION

Finding

Public awareness and education are essential tools of water-system capacity development. A
well-informed public can support awater system and its goals. Water systems can benefit by engaging
the public through various outreach and educationa efforts. Public awareness and education programs

can be supported and enhanced through resource development and technical assistance.

Conclusions



2A

2B

2C

An aware and informed public plays an important role in water-system capacity
development. Water systems should actively inform the public and other stakeholders
about drinking water issues and involve them in decison making processes.

Building public awareness can be accomplished through collaboration among
water systems, State and Federal regulatory agencies, industry associations, and
technical-assistance providers. Water systems and governmenta agencies should
send a clear and consistent message to the public. Coordination can help avoid
duplication or contradiction, and reinforce the message.

Strategies to improve water-system capacity to inform and engage customers are
needed. Water systems should recognize that members of the public are principa
water system stakeholders. Various Strategies can be developed to help water systems
communicate with customers and involve them in capacity development efforts.

Recommendationsto EPA

21

22

2.3

EPA should continue public awareness activities, including the development of
timely generic informational products, such as public-service announcements and
brochures. By providing information resources, EPA can lower the cost of
implementing an effective public-awareness srategy and dlow water systemsto focus
attention on system-specific issues. Materids should be timely and generic, and easily
adapted to system needs.

EPA should engage in broader partnerships with various stakeholder groups,
including the Sates, the water industry, and the environmental community, to
disseminate public-service information and address specific subject areas. A
broad-based approach will ensure that stakeholders have an opportunity to shape the
process and provide input to the message. Involvement of various stakeholders dso
will hdp water sysems identify multiple outlets for disseminating informetion to the
public.

EPA should encourage the National Drinking Water Clearinghouse (currently
funded by the Rural Utilities Service of U.S. Department of Agriculture) to
develop a bank of resource materials for building public awareness, including
educational programs for schools. A centrd repository for information will benefit
systems by expanding access to low-cost materidls. School education plays a specid
role in public outreach. Information can be developed using various media and
programs can be targeted to various age groups.
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Recommendations to States

24

2.5

2.6

2.7

2.8

29

Sates should use available resources and partner ships to develop generic public
outreach materials that water systems can customize for their own use. States can
build on federd or other clearinghouse resources or develop additiona resourcesto
asss systemsin public outreach.

Sates should include a public awareness component in capacity devel opment
efforts and coordinate technical assistance in thisarea. The god of building public
awareness can be explicitly addressed in a comprehens ve capacity- devel opment
drategy. Technical-assstance providers can help train system personnd in public
outreach and provide a conduit for resource materid.

Sates should coordinate the public-awareness activities of various agencies.
Ongoing coordination will help States send a consistent message, avoid duplication, and
optimize the use of available resources for furthering public-avareness gods. One
agency may bewilling and able to play aleading role in this areaand facilitate activities
in other agencies.

Sates should encourage partner ships among utilities for the purpose of
promoting public awareness. A well-educated public isin the common interest of all
water sysems. Individud systems can lower the cost of building public awareness by
working together to develop and implement a program. Agreements can be devel oped
to share information, strategies, and even personnd, as well asto co-sponsor public-
SErvice messages.

Sate should consider providing grants to systems for the purpose of public
outreach. For some water systems, resource constraints present a barrier to building
an effective public-outreach program.. Funding might be directed to systems, aswell as
to community organizations, to asss in the development of an educationd Strategy.

Sates should consider devel oping a statewide message and conducting direct
public-education activities. Public-service announcements and other vehicles can be
used effectively to raise awareness and provide information. A statewide message can
be coordinated with system-level public-outreach efforts.

14



30 WATER-SYSTEM GOVERNANCE

Finding

Training at all levels of water-system management, including governing and oversight bodies, is
essential for capacity development. A water system’s governing board usudly controlsits financid
resources, including the ability to raise rates or incur debt, as well as mgor capital and operating
expenditures. Board members can thwart capacity development or play an activerolein its
achievement. Training can help build board-member awareness of the gods of capacity development
and the tools available for building capacity.

Conclusions

3A

3B

All levels of water-system management can benefit from training and educational
opportunities. Training sometimes is focused exclusvely on system operators or
managers. Training of governing boards and oversight bodies, however, is equdly
important for many water systems.

The use of state incentives or requirements for participation in training programs
for governing-board membersis appropriate. Some States actively encourage
board-member training by providing specific requirements or incentives. These
programs can help ensure that governing bodies are responsive to water-system needs
over time.

Recommendationsto EPA

31

32

33

34

EPA should conduct an assessment of training needs for water-system governing
bodies. A needs assessment could be used to develop agenerd training strategy, as
well asidentify needs for targeted training. The assessment dso could facilitate the
development of suitable training materids and programs.

EPA should devel op case studies, models, tools, and other resources for training
purposes. A repostory of training materials would lower the implementation costs for
training programs, as well as promote proven approaches.

EPA should encourage Sates to develop and implement board-member training
policies and programs. A commitment to board-member training is gppropriate and
less complex than a mandatory approach.

EPA should consider providing incentives for state training programs for board
members, including DWSRF allocations and flexibility in the use of funds for
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operator certification. Incentives could encourage States to focus attention on their
training efforts and accel erate implementation. Incentives also could help offset the cost
of developing training materids and programs.

Recommendationsto States

3.5

3.6

3.7

3.8

3.9

Sates should establish programs for board-member training on a reasonable and
flexible timetable. Training programs should be designed in accordance with state-
gpecific needs and priorities. Hexibility in the timetable may be necessary in order to
develop quality programs that address state goals.

Sates should identify training needs and priorities based on chronic compliance,
financial, or other problems. Training should focus on the governing bodies for the
systems most in need of capacity development. Various indicators can be used to
prioritize systems and target training efforts.

States should coordinate and build upon existing training efforts to avoid
duplication. A number of training opportunities are available in many States.
Coordination among existing programs can help States lower costs, reach more board
members, and provide congstent information.

Sates should use credible trainers and educatorsin their board-training
programs. Members of governing and oversight boards are more likely to respond to
trainers viewed as knowledgeable and credible. Credible trainers will bring appropriate
education and experience, as well as a positive presence, to the training process.

Sates should consider providing financial and other incentives for participation
in board-member training and education. Performance and compliance rates can be
improved through training and educationd opportunities. Financid and other incentives
can get the attention of board members, add credence to the state’' s commitment to
training, and increase participation rates in training programs.

40 WATER-SYSTEM ORGANIZATION

Finding

Organizational structureswill affect the ability of a water system to provide consistently safe
and affordable water. A wide range of organizationa structures, including both ownership and
management dternatives, is available to water sysems. Organizationa improvement and change can
play an important role in water-systems capacity development.
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Conclusions

4A  Water systemrestructuring, including changes in ownership or management, can
help some water systems achieve public-health and water-affordability goals. The
existing organizationd structure of awater system may pose a barrier to capacity
development. More effective organizationa structures, including public and private
options, are available to many water systems.

4B Water-system organizational choices are influenced by institutional incentives, as
well as by market forces. Market forces shape organizationa structures, including the
options for system ownership and management. However, ingtitutiona incentives dso
affect organizationd choice. Regulatory and other public policies and incentives can
make some options more attractive or feasible.

4C  Water systems should be empowered to make use of internal and external
resources for achieving capacity. Water-system owners and operators should
understand that organizationa improvement can be achieved through internd means,
externa means, or both. For some systems, financid and other resources for building
capacity can be generated interndly. Other systems need externd resources, including
financid or managerid assstance.

4D Local solutions that achieve capacity can help water systemsretain local control.
For some communities, loca control over the water system isa high priority. Some
organizationa sructures and methods of capacity development can provide loca
solutions.

Recommendationsto EPA

4.1  EPA should continue to provide information and policy research related to
changing market conditions affecting the water industry and organizational
alternatives for water systems, including regionalization, consolidation, and
privatization. Many organizationa options are available to water systems.
Information resources can improve planning, decisonmaking, and implementation
related to organizationa choice and change. Research can improve understanding of
market forces, industry structure, and related policy issues.
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Recommendationsto States

4.2

4.3

4.4

4.5

4.6

Sates should help systems achieve maximum public-health protection at the least
cost by strengthening the organizational structures of water systems. Alternative
modds of ownership and management can help water systems achieve compliance with
regulatory standards, aswell asimprove the overal quality of service. Least-cost
dterndives can be identified through long-term comprehensive planning.

Sates should provide training and technical assistance to enhance system
efficiency and effectiveness. The organizationa structure of water systems can be
srengthened and improved in avariety of ways. Training and technica assistance can
help water systems more effectively address organizationd, management, and planning
issues, aswdll as evduate structura options.

Sates should facilitate and encourage partner ships among water systems and
remove barriersto strategic regionalization and consolidation. Regiond solutions
among water systems can help lower costs and improve performance. Financid and
regulatory disncentives for regiondization should be addressed and drategic
consolidation that achieves capacity development should be encouraged.

Sates should consider the innovative use of policy tools, such as financial
assistance and penalty forgiveness, to encourage organizational improvement.
State policy tools can be used strategically to encourage or require water systemsto
participate in training programs, adopt management practices, or implement
organizationa changes needed for capacity development.

Sates should recognize the role of market forces in restructuring, as well asthe
potential need for state incentives or intervention under some circumstances. The
marketplace in which water sysems exist is changing. While the market may provide
solutions to the capacity development needs of some systems, States may need to
provide specid incentives to facilitate market solutions or to intervene when markets
fal.
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5.0 WATER-SERVICE COSTSAND AFFORDABILITY

Finding

The cost of providing service places significant pressure on small water systems because they
lack resources and economies of scale. All water systems face smilar cost pressures, but for smal
systems, revenues and access to funding can be very condtrained. Scale economiesin production and
management work to the advantage of larger water systems.

Conclusions

S5A

5B

5C

The investment and funding needs for small water systems continue to be
significant due to infrastructure replacement, regulatory compliance, and source-
water development and protection. The effects of risng costs on smdl water
systems can be especidly chdlenging. Escdation in the cost of providing water service
will place sgnificant pressure on rates, which in turn raises issues of affordability.

Cost-allocation and rate-design strategies and policies can further the goals of
capacity development. Allocating the cost of water service to customers through rates
playsacentrd role in ensuring financia capacity. Rate design dso affects water-service
affordability. Various methods for dlocating costs among customers can be used,
athough options for very smal sysems may be limited, particularly if they operate on a
stand-a-alone basis.

Strategies for reducing costs and mechanisms for sharing costs can help improve
the affordability of safe drinking water for customers. Least-cost solutions can
enhance affordability for dl water cusomers. Cost-sharing mechanisms can help
gtabilize revenues and mitigate the effect of risng rates.

Recommendationsto EPA

5.1

5.2

EPA should continue to provide information and policy research on costs and
affordability. Research and information resources will facilitate the development and
use of techniques for addressing cost and affordability issues.

EPA should coordinate efforts and activities of various federal funding programs
for drinking water. Variousfedera programs provide funding for drinking water
infragtructure. Combined funding may be available for some systems. Coordination
among programs could improve access to funding and optimize the use of funds by
amal water systems.
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5.3

54

5.5

EPA should facilitate water -system access to public-private partnerships and
commercial markets. The private sector can provide some of the infrastructure
funding needed by the water industry. EPA can facilitate commercia solutions by
providing information to water systems, as well asto private-sector lenders and other
market participants.

EPA should consider providing States with incentives to address water -system
costs and affordability. Incentives could be provided through federa funding and
regulatory programs to encourage the States to devel op solutions that help contain
risng costs or mitigate deleterious effects. An incentive-based program provides the
greatest leve of flexibility to the States in addressing these issues.

EPA should explore additional dedicated federal funding for drinking water
infrastructure targeted to the neediest water systems. The DWSRF can provide
some of the funding needed by smdll water systems and dso earmarks funding for
disadvantaged communities. However, additiona funding sources may be needed to
fully address the neediest systems.

Recommendationsto States

5.6

5.7

5.8

Sates should help water systems lower costs by assisting systems in identifying
and implementing least-cost options for service provision. Improvementsin water
system management, organization, and planning can help identify cogt-effective methods
for complying with standards and meeting infrastructure needs. Training and technicdl
assgance can help systemsin these aress.

Sates should encourage and provide incentives to systems for the use of
progressive water rate policy. A progressive rate policy can mitigate risng costs and
improve water-service affordability. Rates congdered progressve may include lifeline
rates, increasing-block rates, conservation-oriented rates, rates that alocate costs to
peak users, and consolidated rates. States can remove disincentives for the use of
progressive rete policies, as well as provide positive encouragement and incentives for
their adoption in keeping with capacity development gods.

Sates should provide incentives for strategic regionalization and consolidation
that improves capacity and lowers costs. The achievement of scale economies may
be one of the most important means available for mitigating cost impacts. Structurd
change through regiondization and consolidation can help smdl water systems achieve
scale economies, even without physica interconnection.
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5.9

5.10

Sates should consider establishing a dedicated fund, such as a special drinking
water fund supported by a statewide water-usage tax, to provide direct support to
water systems for certain types of costs. Specid funding can be supported through
avariety of mechanisms. Eligible costs might include monitoring and testing, as well as
infrastructure improvement costs.

Sates should consider establishing a fund to provide bill-payment assistance to
water customers through public programs and community charities. Direct
assgtance to water consumers can mitigate cost impacts and improve affordability.
Coordination with community organizations and exigting programs can lower the
adminigtrative cost of providing assstance.

6.0 UNSUSTAINABLE WATER SYSTEMS

Finding

Under certain circumstances, water systems may be incapable of achieving capacity and
considered by policymakersto be  unsustainable.” Unsugtainable refers only to water sysemsin
the mogt dire circumstances. The magnitude of the unsustainable systems problem is uncertain.
Determining that a system is unsustainable can be highly subjective and no single criterion or measure
can be used to make this determination.

Conclusions

6A

6B

6C

Unsustainable water systems are systems for which all regular avenues of
assistance have been exhausted and special incentives or intervention may be
required. The available remediesfor troubled systems vary from date to state. Once
the available methods of assstance are exhausted, the State may need to intervene or
provide specid incentives for solutions.

Markets generally are unresponsive to the needs of unsustainable systems and
mar ket forces could result in service abandonment. Other water sysems will not
assume respongbility for an unsustainable system without extraordinary incentives.
Market forces done, including rising costs, could force the abandonment of water
service and lead to potentialy undesirable economic, socid, and public-hedth
consequences.

Unsustai nable water systems constitute a small but important problem for EPA

and the Sates to address. The needs of many smal water systlems can be met with
available resources and programs. The number of systemsthat truly are unsustaingble
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may not be large but the implications associated with unsustainability pose sgnificant
public policy issues a federd and Sate levels.

Recommendationsto EPA

6.1  EPA should provide information, policy research, and potential tools for
addressing unsustainable water systems. Policy research is needed to refine the
concept of unsustainability and understand the magnitude of the problem. Tools for
addressing the unsustainable systems can be identified.

Recommendationsto States

6.2  Sates should assess the degree to which systems appear to be unsustainable and
the potential impacts on customers. States are in the best position to evaluate water
systems within their jurisdictions and identify the sysems mogt & risk. The avallability
and use of exigting remedies will factor into the evauation. Implications of service
abandonment for customers, in particular, should be considered.

6.3  Satesshould consider all possible long-term solutions to the problem of
unsustainable water systems including incentives, subsidies, and takeovers. States
can provide the extraordinary measures and incentives to address the needs of
unsustainable systems. 1dedlly, the solution will help achieve capacity over the long
term.

6.4  Sates should establish a procedure for temporary receivership of exceptionally
troubled systems that pose a public health threat for the purpose of achieving
system capacity or identifying alternative solutions. Receivership can beused asa
temporary or trangtiona Strategy for unsustainable systems. States may need to
examine ther recalvership authority and consder its potentid use in a capacity
development strategy.

7.0  WATER-POLICY INSTITUTIONS
Finding

Capacity development involves both internal improvement processes and external relationships
with policy institutions. States can encourage, and water systems can implement, a variety of
capacity development techniques within exigting indtitutiond frameworks. Long-term success, however,
might also require indtitutiona reforms. Water policy can be improved to further the gods of water-
system capacity devel opment.



Conclusions

7A

7B

The institutional structures and processes of regulatory agencies can impose
significant burdens on water systems, making it difficult for systems to build long-
term capacity and seek continuous improvement. It may become increasingly
important to reduce ingtitutiona burdens on water systems, without sacrificing essentid
regulatory oversight and public-health protection. The gods of capacity devel opment
and continuous improvement provide a unifying theme for indtitutiona reform.

Regulatory processes can be improved in terms of efficiency, ssmplicity, and
flexibility and ingtitutional roles among agencies can be better coordinated.
Water policy continues to be highly fragmented. The lack of coordination increases
regulatory costs and may thwart the identification and achievement of effective
solutions. Improved inditutiond efficiency will benefit both governmental agencies and
water systems.

Recommendationsto EPA

7.1

7.2

7.3

1.4

EPA should continue the valuable process of engaging stakeholdersin the
development of regulatory policy. Stakeholder input has made the regulatory
process more respongve to the needs of the water industry and smal water systems.
Broad-based participation aso helps build support for ingtitutional improvement.

EPA should disseminate information about innovative technologies. Technologica
innovation may become more important for compliance with standards. EPA can play
amore active role in technology transfer by providing information about new water
treatment technologies and other methods for compliance as they emerge.

EPA should reassess the relationship between EPA Headquarters and Regional
officesin order to promote consistent policy and coordinated implementation.
State agencies and water systems will benefit from a clear and cons stent message from
federa policymakers. Coordination will improve the implementation process and ease
adminidrative burdens.

EPA should seek administration support for a national drinking-water policy to
promote a coordinated and integrated statement of goals and objectives for
federal drinking water activities. The Clean Water Action Plan provides a possible
modd. Deveoping anationd drinking-weater policy obvioudy poses a Sgnificant
chdlenge. However, anationa policy would promote the establishment of clear gods,
consstent decisions, and coordination among agencies.
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7.5

EPA should promote federal-level consideration of a dedicated federal “ trust-
like’ or “ universal-service” fund for drinking water. Nationd fundsto promote
universal and affordable service have been established in the energy and
telecommunications sectors and may be appropriate for the water sector aswell. A
feasbility sudy may be beneficid.

Recommendation: Recognizing the needs of smadl systems, EPA and the States, as partners, should

be provided appropriate resources to implement these recommendations.

Recommendationsto States

7.6

7.7

7.8

7.9

7.10

Sates should increase coordination among federal, regional, and state drinking-
water agencies. Staes have primacy for many facets of water policy, induding qudlity,
quantity, and pricing. Coordination among state agencies, and between states and the
regiond and federd agencies with which they interact, can improve the policymaking
and implementation processes.

Sates should address various barriers to water -system restructuring, including
acquisitions, regionalization, consolidation, and partnerships. For some water
systems, structurd options may be avoided for indtitutional reasons. State financing,
taxation, regulatory and other policies can present barriers or provide incentives for
restructuring activities.

Sates should address barriers to funding for some types of water systems.
Accessto funding for very smdl systems, very troubled systems, and privately owned
systems may be inadequate. Both the capacity of systems to gpply for funding and
inditutiona barriers to funding availability should be addressed.

Sates should adopt plain-language regulations and improve processes for
reviewing new technologies. Ingtitutional reforms that address regulatory processes
can improve awater system’ s understanding of the regulations and enhance compliance
over the long term. Expedited approva of new technologies can encourage innovation
and the development of |east-cost compliance options.

Sates should address personnel and resource needs at drinking-water agencies
and administrative impediments to effective programs. The effectiveness of date
programs depends on adequate resources. Investment in drinking water programs and
capacity development can provide significant returnsin terms of public-hedlth
protection, as well as avoidance of regulatory-enforcement codts.
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7.11 Sates should clarify and communicate their expectations to technical-assistance
providers to ensure consistency with capacity devel opment strategies. Technicd-
assstance providers provide an important interface between state policy and water
systems. Training, communication, and resources can ensure that water systems
receive a cond stent message about capacity devel opment.

7.12 Sates should consider modifying the jurisdiction, policies, and procedures of
public utility regulators. Public utility commisson expertise in evauating the cogt of
water sarvice, financing options, and rate design can be very useful in a capacity
development strategy. The present jurisdiction of the commissonsislimited, but
potentialy could be expanded. Commission policies and procedures should be
evauated in terms of barriers and incentives for capacity development, including
sructura change.

7.13 Sates should more effectively address regional concerns, such aswater transfers
and water rights both on an intrastate and inter state basis as appropriate, with
adjoining States. Regiond solutions for water syslems may cross state boundaries.
Coordination & the regiond level may become increasingly important for addressing the
common concerns of the states within aregion, particularly with respect to source-
water issues.

25



Tablel  Summary of Findings, Conclusions, and Recommendations by the Small Systems I mplementation
Working Group
Findings Conclusions Recommendations

Water System Capacity

Development

Capacity development for
small water systemsis
essential and capacity can
be achieved in avariety of
ways.

1A

1B

1C

1D

Many small water systemslack the
technical, managerial, and/or financial
capacity to comply with standards and
provide quality service.

Capacity development can help water
systems make the transition to a culture of
continuous improvement.

Water systems with greater capacity
further the goals of public health
protection and require less regul atory
oversight from resource constrained
agencies.

Information resources, interagency
coordination, and a broad based
stakeholder process can facilitate capacity-
development program success.

The DWSRF can be used more effectively
as astrategic instrument of capacity
development.

EPA

11

12

13

EPA should continue to provide capacity-development information and
technical assistanceto States.

EPA should facilitate information sharing across EPA Regional Officesand
among States through various media, including meetings, conferencing,
teleconferencing, electronic publications, and Internet resources.

EPA should increase direct personal interaction with local decision makers
and field-based technical -assistance providers.

States

14

15

16

17

States should use all available resources, authorities, and outreach methods
to devel op the technical, managerial, and financial capacity of systems.

States should coordinate institutional connections among state agencies
that regul ate water quality, quantity, rates, and funding and consider
developing an integrated drinking water policy.

States should invite broad-based stakeholder involvement in program
development. Involvement of stakeholderswill promote interest in and
commitment to programs. Stakeholders also can play valuable
implementation roles.

States should provide information on how water systems can optimize the
use of all available assistance and resources, including DWSRF set-aside
funds. Many water systems may be eligible for more than one assistance
program or funding source. Combing various types of assistance could be
particularly beneficial to disadvantaged water systems.
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Findings Conclusions Recommendations

Public Awar eness and Education

Public awareness and 2A  Anawareand informed public playsan 21  EPA should continue public awareness activities, including the
education are essential tools important role in water-system capacity development of timely generic informational products, such as public-
of water system capacity development. service announcements and brochures.
development.

2B Building public awareness can be 2.2 EPA should engage in broader partnerships with various stakeholder

accomplished through collaboration groups, including the States, the water industry, and the environmental
among water systems, State and Federal community, to disseminate public-service information and address specific
regulatory agencies, industry associations, subject areas.

and technical-assi stance providers.

EPA

2.3  EPA should encourage the National Drinking Water Clearinghouse

2C  Strategiesto improve water-system (currently funded by the Rural Utilities Service of US Department of
capacity to inform and engage customers Agriculture) to develop abank of resource materials for building public
are needed. awareness, including educational programs for schools.

24  States should use available resources and partnerships to develop generic
public outreach materials that water systems can customize for their own
use.

25  Statesshould include a public awareness component in capacity-
development efforts and coordinate technical assistance in this area.

2.6  Statesshould coordinate the public-awareness activities of various
agencies.

States

2.7  Statesshould encourage partnerships among utilities for the purpose of
promoting public awareness.

2.8 State should consider providing grantsto systems for the purpose of public
outreach.

29  Statesshould consider devel oping a statewide message and conducting
direct public education activities.
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Findings

Conclusions

Recommendations

Water System Governance

Training at all levels of
water system management,
including governing and
oversight bodies, is
essential for capacity
development.

3A

3B

All levels of water-system management
can benefit from training and educational
opportunities.

The use of state incentives or
requirements for participation in training
programs for governing-board membersis
appropriate.

31 EPA should conduct an assessment of training needs for water-system
governing bodies.

3.2 EPA should develop case studies, models, tools, and other resources for
training purposes.

<
i 3.3 EPA should encourage Statesto develop and implement board member
training policies and programs.

34 EPA should consider providing incentives for state training programs for
board members, including DWSRF allocations and flexibility in the use of
fundsfor operator certification.

35 Statesshould establish programs for board member training on areasonable

and flexible timetable.

3.6 Statesshould identify training needs and priorities based on chronic

compliance, financial, or other problems.
g 3.7 States should coordinate and build upon existing training effortsto avoid
] duplication.

3.8 States should use credible trainers and educatorsin their board-training

programs.

39 States should consider providing financial and other incentives for

participation in board-member training and education.
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Findings

Conclusions

Recommendations

Water System Organization

Organizational structures
will affect the ability of a
water system to provide
consistently safe and
affordable water.

4A

Water system restructuring, including
changes in ownership or management, can
help some water systems achieve public-
health and water-affordability goals.

Water-system organizational choicesare
influenced by institutional incentives, as
well as by market forces.

Water systems should be empowered to
make use of internal and external resources
for achieving capacity.

Local solutionsthat achieve capacity can
help water systems retain local control.

EPA

41

EPA should continue to provide information and policy research related to

changing market conditions affecting the water industry and organizational
alternatives for water systems, including regionalization, consolidation, and
privatization.

States

4.2

4.3

44

45

4.6

States should help systems achieve maximum public-health protection at the
least cost by strengthening the organizational structures of water systems.

States should provide training and technical assistance to enhance system
efficiency and effectiveness.

States should facilitate and encourage partnerships among water systems
and remove barriersto strategic regionalization and consolidation.

States should consider the innovative use of policy tools, such asfinancial
assistance and penalty forgiveness, to encourage organizational
improvement.

States should recognize the role of market forcesin restructuring, aswell as
the potential need for state incentives or intervention under some
circumstances.




Findings

Conclusions

Recommendations

Water Service Costsand Affordability

The cost of providing
service places significant
pressure on small water
systems because they lack
resources and economies of
scale.

5A

5B

Theinvestment and funding needs for
small water systems continue to be
significant due to infrastructure
replacement, regulatory compliance, and

source-water development and protection.

Cost-allocation and rate-design strategies
and policies can further the goals of
capacity development.

Strategies for reducing costs and
mechanisms for sharing costs can help
improve the affordability of safe drinking
water for customers.

51 EPA should continueto provide information and policy research on costs
and affordability.

5.2 EPA should coordinate efforts and activities of various federal funding
programs for drinking water.

|53 EPA should facilitate water-system access to public-private partnerships
w and commercial markets.

54  EPA should consider providing States with incentives to address water-
system costs and affordability.

55 EPA should explore additional dedicated federal funding for drinking water
infrastructure targeted to the neediest water systems.

56 Statesshould help water systems lower costs by assisting systemsin
identifying and implementing least-cost options for service provision.

5.7  States should encourage and provide incentives to systems for the use of
progressive water rate policy.

58 Statesshould provide incentives for strategic regionalization and

g consolidation that improves capacity and lowers costs.
0]

59  States should consider establishing a dedicated fund, such as a special
drinking water fund supported by a statewide water-usage tax, to provide
direct support to water systems for certain types of costs.

510 States should consider establishing afund to provide bill-payment

assistance to water customers through public programs and community
charities.




Findings

Conclusions

Recommendations

Unsustainable Water Systems

Under certain
circumstances, water
systems may be incapable
of achieving capacity and
considered by policymakers
to be “unsustainable.”

6A

6B

Unsustainable water systems are systems
for which all regular avenues of assistance
have been exhausted and special

incentives or intervention may be required.

Markets generally are unresponsive to the
needs of unsustainable systems and
market forces could result in service
abandonment.

Unsustainable water systems constitute a
small but important problem for EPA and
the States to address.

6.1 EPA should provide information, policy research, and potential toolsfor
< addressing unsustainable water systems.
i

6.2  Statesshould assess the degree to which systems appear to be

unsustainable and the potential impacts on customers.

6.3 Statesshould consider all possible long-term solutions to the problem of
g unsustai nable water systems including incentives, subsidies, and
] takeovers.

64  Statesshould establish a procedure for temporary receivership of

exceptionally troubled systems that pose a public health threat for the
purpose of achieving system capacity or identifying alternative solutions.
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Findings

Conclusions

Recommendations

Water Palicy I nstitutions

Capacity devel opment
involves both internal
improvement processes and
external relationshipswith
policy institutions.

A

7B

Theinstitutional structures and processes
of regulatory agencies can impose
significant burdens on water systems,
making it difficult for systemsto build
long-term capacity and seek continuous
improvement.

Regulatory processes can be improved in
terms of efficiency, simplicity, and
flexibility and institutional roles among
agencies can be better coordinated.

EPA

71

7.2

7.3

74

75

EPA should continue the valuabl e process of engaging stakeholdersin the
development of regulatory policy.

EPA should disseminate information about innovative technol ogies.

EPA should reassess the rel ationship between EPA Headquarters and
Regional officesin order to promote consistent policy and coordinated
implementation.

EPA should seek administration support for anational drinking-water policy
to promote a coordinated and integrated statement of goals and objectives
for federal drinking water activities.

EPA should promote federal-level consideration of adedicated federal
“trust-like” or “universal-service” fund for drinking water.

Recommendation: Recognizing the needs of small systems, EPA and the States, as
partners, should be provided appropriate resources to implement these
recommendations.
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Recommendations

States

7.6

7.7

7.8

79

7.10

711

712

713

States should increase coordination among federal, regional, and state
drinking-water agencies.

States should address various barriers to water-system restructuring,
including acquisitions, regionalization, consolidation, and partnerships.

States should address barriersto funding for some types of water systems.

States should adopt plain-language regulations and improve processes for
reviewing new technologies.

States should address personnel and resource needs at drinking water
agencies and administrative impediments to effective programs.

States should clarify and communicate their expectations to technical-
assistance providers to ensure consistency with capacity-devel opment
strategies.

States should consider modifying the jurisdiction, policies, and procedures
of public utility regulators.

States should more effectively address regional concerns, such aswater
transfers and water rights, both on an intrastate and interstate basis as
appropriate, with adjoining States.




Table 22 Recommendations and Core Princieles

CORE PRINCIPLES

ACCOUNTABILITY

Information
Coordination
Incentives
Funding

Outreach
Policy

1.0 WATER-SYSTEM CAPACITY DEVELOPMENT

—
_|
_|

11 EPA should continue to provide capacity development information and
technical assistanceto States.

12 EPA should facilitate information sharing across EPA Regional Officesand TI| T T
among States through various media, including meetings, conferencing,
teleconferencing, electronic publications, and Internet resources.

EPA

13 EPA should increase direct personal interaction with local decision makers T T
and field-based technical-assistance providers.

14 States should use all available resources, authorities, and outreach T TI| T
methods to devel op the technical, managerial, and financial capacity of
systems.

15 States should coordinate institutional connections among state agencies T TI| T
that regulate water quality, quantity, rates, and funding and consider
developing an integrated drinking water policy.

STATES

16 States should invite broad-based stakeholder involvement in program T T
development.

17 States should provide information on how water systems can optimize the T T T
use of all available assistance and resources, including DWSRF set-aside
funds.

20 PUBLIC AWARENESSAND EDUCATION

21 EPA should continue public awareness activities, including the T T T
development of timely generic informational products, such as public-
service announcements and brochures.

22 EPA should engage in broader partnerships with various stakehol der T T
groups, including the States, the water industry, and the environmental
community, to disseminate public-service information and address specific
subject areas.

EPA

23 EPA should encourage the National Drinking Water Clearinghouse T T T
(currently funded by the Rural Utilities Service of US Department of
Agriculture) to develop abank of resource materials for building public
awareness, including educational programs for schools.




1
CORE PRINCIPLES

>
|_
-
a)
c 5 =
S 8 < 8 =
8 < 2 D 3
E B § 5 3 Q
€ 0 0 £ & & <
24 States should use available resources and partnerships to develop generic T T T
public outreach materials that water systems can customize for their own
use.
25 States should include a public awareness component in capacity T|T T
development efforts and coordinate technical assistance in this area.
% 26 States should coordinate the public-awareness activities of various T T
- encies.
e ag
B 27 States should encourage partnerships among utilities for the purpose of T T
promoting public awareness.
28 State should consider providing grants to systems for the purpose of T T
public outreach.
29 States should consider developing a statewide message and conducting T T|T
direct public-education activities
3.0 WATER-SYSTEM GOVERNANCE
31 EPA should conduct an assessment of training needs for water-system T T
governing bodies.
32 EPA should devel op case studies, models, tools, and other resources for T T
training purposes.
<
i |33 EPA should encourage States to voluntarily develop and implement board- | T TI|T
member training policies and programs.
34 EPA should consider providing incentives for state training programs for T]IT|T]|T
board members, including DWSRF alocations and flexibility in the use of
funds for operator certification.
35 States should establish programs for board-member training on a T T
@ reasonable and flexible timetable.
|_
EE) 36 States should identify training needs and priorities based on chronic T TI|T
compliance, financial, or other problems.
3.7 States should coordinate and build upon existing training efforts to avoid T T
duplication
38 States should use credible trainers and educatorsin their board-training T T
programs.
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39 States should consider providing financial and other incentives for TI|IT|T]|T
participation in board-member training and education.
40 WATER-SYSTEM ORGANIZATION
4.1 EPA should continue to provide information and policy research related to T T
o organizational alternatives for water systems; regionalization,
w consolidation, and privatization; and changing market conditions affecting
the water industry.
42 States should help systems achieve maximum public-health protection at T TI|T
the least cost by strengthening the organizational structures of water
systems.
43 States should provide training and technical assistance to enhance system T T
efficiency and effectiveness.
D laa States should facilitate and encourage partnerships among water systems TI|T TI|T
':( and remove barriers to strategic regionalization and consolidation.
7
4.5 States should consider the innovative use of policy tools, such as financial T T|T
assistance and penalty forgiveness, to encourage organizational
improvement.
46 States should recognize the role of market forcesin restructuring, as well as TI|IT|T]|T
the potential need for state incentives or intervention under some
circumstances.
50 WATER-SERVICE COSTSAND AFFORDABILITY
51 EPA should continue to provide information and policy research on costs T T
and affordability.
52 EPA should coordinate efforts and activities of various federal funding T T
programs for drinking water.
< |53 EPA should facilitate water-system access to public-private partnerships T|T|T
w and commercial markets.
54 EPA should consider providing States with incentives to address water- T T
system costs and affordability.
55 EPA should explore additional dedicated federal funding for drinking water T T
infrastructure targeted to the neediest water systems.
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5.6 States should help water systems lower costs by assisting systemsin T TI|T
identifying and implementing least-cost options for service provision.
57 States should encourage and provide incentivesto systems for the use of T TI|T
progressive water rates.
n | 58 States should provide incentives for strategic regionalization and T TI|T
E consolidation that improves capacity and lowers costs.
<
% | 59 States should consider establishing a dedicated fund, such as a special T|T|T
drinking water fund supported by a statewide water-usage tax, to provide
direct support to water systems for certain types of costs.
510 | Statesshould consider establishing afund to provide bill-payment T T T
assistance to water customers through public programs and community
charities.
6.0 UNSUSTAINABLE SYSTEMS
o 6.1 EPA should provide information, policy research, and potential toolsfor T T
w addressing unsustainable water systems.
6.2 States should assess the degree to which systems appear to be T TI|T
unsustainable and the potential impacts on customers.
n | 63 States should consider all possible long-term solutionsto the problem of T]IT|T]|T
,"'_J unsustai nable water systems including incentives, subsidies, and
< takeovers.
7
6.4 States should establish a procedure for temporary receivership of TI|T
exceptionally troubled systems that pose a public health threat for the
purpose of achieving system capacity or identifying alternative solutions.
7.0 WATER-POLICY INSTITUTIONS
71 EPA should continue the valuabl e process of engaging stakeholdersin the T T
g development of regulatory policy.
w
7.2 EPA should disseminate information about innovative technologies. T T
7.3 EPA should reassess the rel ationship between EPA Headquarters and T TI|T
Regional officesin order to promote consistent policy and coordinated
implementation.
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74 EPA should seek administration support for anational drinking-water T TI|T
policy to promote a coordinated and integrated statement of goals and
objectivesfor federal drinking water activities.

75 EPA should promote federal-level consideration of a dedicated federal T|T]|T
“trust-like” or “universal-service” fund for drinking water.

7.6 States should increase coordination among federal, regional, and state T T

drinking-water agencies.

7.7 States should address various barriers to water-system restructuring, TI|T

including acquisitions, regionalization, consolidation, and partnerships.

7.8 States should address barriers to funding for some types of water systems. T|T|T
Dl7o States should adopt plain-language regulations and improve processes for TI|T
'E reviewing new technologies.

7

7.10 | States should address personnel and resource needs at drinking-water T|T|T

agencies and administrative impediments to effective programs.

7.11 | Statesshould clarify and communicate their expectations to technical- T T

assistance providers to ensure consistency with capacity development
strategies.

712 | Statesshould consider modifying the jurisdiction, policies, and procedures TI|T

of public utility regulators.

7.13 | Statesshould more effectively address regional concerns, such as water T TI|T

transfers and water rights, with adjoining States.




Appendix A:
Detailed I nventory of Options

The purpose of this Appendix isto provide a generd record of the broad range of options consdered by the
Working Group in the course of its deliberations. Many, but not dl, of the options are reflected in the fina
recommendations.

1.0 Strategic Optionsfor
WATER-SYSTEM CAPACITY DEVELOPMENT

80ptionsfor EPA

1. Deveop information and resources for States.
# Provide examples of effective Sate Strategies.
# Expand the capacity development web Ste.
# Develop ahypothetica state strategy paper (Smilar to the hypothetical new system program paper).
# Claify exiging informetion.
2. Provide expert assistance to the States.
# Contract assstance.
# Environmenta Finance Centers.
# Other technicd assstance programs and providers.
Coordinate and facilitate information sharing among the States.
4. Develop information and resources for States and systems.
Provide case studies of successful smdl systems.
Enhance the capacity development web site so that information is easily and widely accessible.
Provide additiond training for stakeholders.
Deveop guidance documents that focus on regiona planning to encourage systems to look within their
own communities for resources and ass stance with their Srategies.
# Provide options for addressing particular issues so that systems can refer to them before making
decisons.
5. Conduct policy and program research.
# Convene expert panels for discussion of and suggestions for capacity development strategies.
# Provide research, documentation, and direct assistance for pilot studies for innovative policy
approaches, such as:
S Rate consolidetion (sngle-tariff pricing).
Cooperative management of systems.
Supervisory Control and Data Acquisition (SCADA) systems.
Primacy Agency and Public Utility Commission (PUC) collaboreation.
Regtructuring.
Improvements to the regulatory process.

w
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S Programs that take a systematic approach to problems arising within distinct socioeconomic,
environmental, and regulatory congraints.

Fecilitate partnerships amnong mgor nationa stakeholders.

# Coordinate financid assstance among federa agencies.

# Coordinate activities of Technica-assstance providers funded by federa and non-federa sources (for
example, Nationd Rurd Water Association (NRWA), Rura Community Assistance Program
(RCAP), and the American Water Works Association (AWWA)).

# Provide information on other potential funding and ass stance programs.

Optionsfor States

Encourage broad and extensive stakeholder participation, such as advisory panels or boards made up of

key stakeholders.

# Form advisory panes or boards made up of diverse groups of stakeholders.

# Hold meetings and send participants information to review for background and increased participation
during mestings.

# Seek feedback from interested stakeholders and publicly respond to questions and comments.

Identify and explore al available resources and authorities.

# Federd funding: DWSRF; U.S. Department of Agriculture (USDA)/Rurd Utilities Service (RUS); the
Department of Housing and Urban Development (HUD) Community Development Block Grants
(CDBG); Federdly funded technica-ass stance providers.

# Statefunding: State agricultura departments, water-resource agencies, Public Utility Commissons
(PUCs), SRFs, community development agencies.

# Loca resources.

Fully explore opportunities for coordination/cooperation among different agencies of state and local

government

# Promote coordination with state agencies.

# Promote coordination with loca governments.

Congder how market forces influence the Structure of the water industry in the State.

# Examinetrendsin the sructure of the State=s water indudtry.

# Assessthe positive and negative impacts of market forces.

# Develop options for enhancing the positive effects of market changes, for example, possible financia
or regulatory incentives.

# Develop options for mitigating the negetive effects of market forces, particularly for sysems not able
to benefit from market-driven restructuring.

# Examinethe current and future role of the private sector.

Carefully consder how to integrate stakeholder participation, coordination/cooperation, and evaluation of

market-driven changes in the industry.

Fecilitate and actively promote education and public awareness.

Encourage sdf-aufficiency and individud system responsbility, and provide salf-assessment tools to weter

systems.

Explore innovative gpproaches.
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Encourage drategic and integrated business planning.

Use incentives and commendations.

Promote public-awareness programs.

Encourage regiond planning.

Congder restructuring options.

Congder satellite ownership or management.

Take full advantage of al available authorities and resources.

Expedite rate cases.

Pass growth-management legidation.

Issue variances and exemptions.

Redax or reduce smal system requirements to dlow smal sysemsto use innovative or experimentd
treatment technologies.

# Develop affordability criteriato target financia assstance.

Encourage partnerships among systems or with nongovernmenta organizations (NGOs).
# Encourage Big Brother or Buddy systems.

# Encourage partnerships with NGOs.

# Conduct joint water qudity or quantity studies.

# Share certified operators.

Review and refine drategy during and after implementation.

ST T
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Strategic Optionsfor
PUBLI1C AWARENESS AND EDUCATION

Optionsfor EPA

Encourage public-outreach efforts.

# Encourage States to use the CCR requirements to further public education effort.

Maximize resource effectiveness.

# Coordinate exigting education efforts.

# Encourage condderation of economic consderations into current curricula, programs, or training
activities (for example, true cogt, value, and affordability).

# Develop aschool curriculum and encourage States to incorporate it into their existing curriculum.

Support public outreach.

# Provide funding through direct grants or encouraging the use of DWSRF set-asides.

# Develop resources for loca communities trying to creste public education programs.

# Compile examples of successful public education efforts.

Optionsfor States

Hep systems develop educationd efforts and activities.
# Assg sysemswith holding public meetings to answer questions and provide information.
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Engage in community involvement programs (for example, sponsor science fairs, etc.).

Encourage managersto join the local chamber of commerce, serve on the board of aloca charity,
SPONsor a community event, etc.

Discuss water conservation issues with customers.

Discuss affordability issues with cusomers.

Sponsor an “open house” to educate the public on Consumer Confidence Reports.

Encourage public outreach by water systems.

#

#

#

Develop an awards program recognizing systems with exceptiona or innovative public outreach
programs.

Create programs and publications that educate customers about the true value and cost of safe
drinking water.

Conduct multigenerationa public-education programs.

| dentify water-system opportunities for public participation.

S Public mesetings.

Citizen participation in public hearings.

Community advisory councils.

Schoal programs and community events.

Fact sheets or flyers about how to get involved in water-system activities.

Bill insartsto explain how water rates compare them to other utility rates.

Customer contributions to a*“Good Neighbor” fund.

S Letter writing campaigns concerning regulations, funding, policy, etc.

nu;mumwumw oo

Provide resources for public education and awareness.

# Make grantsavailable for public-outreach efforts.

# Provide outreach materias to systems, teachers, and citizens.

# Create a guidance document or conduct training on how to create an effective public outreach

program.

V)



3.0 Optionsfor
WATER-SYSTEM GOVERNANCE

A. Optionsfor EPA

1. Promote voluntary programs.
# Deveop amodd training and education program .
# Expand the Drinking Water Academy (DWA) to include dl levels of government
# Coordinate training materids and encourage existing organizations to develop traning materias for
governing bodies.
S Nationd Drinking Water Clearinghouse (NDWC).
Nationa Environmental Training Center for Small Communities (NETCSC).
American Water Works Association (AWWA) Qua Serve program.
Rurd Community Assistance Program (RCAP).
Nationd Rural Water Association (NRWA).
# Create atraining website for connections to and information about existing training resources.
# Organize and maintain a centraized database of tools and opportunities available to States and
individua systems.
2. Deveop incentive programs.
# Modify the set-aside or matching provisons of SDWA 81452 to fund training.
# AssessaState sincluson of training requirements or provision as part of the annud review of State
capacity development programs.
# Provide grant money to States for crestion of training centers.
3.  Consder mandatory programs.
# Includein the next SDWA Amendments requirements for States to adopt training programs for
governing bodies. Modd requirements after the drinking water operator certification program.

w mwmwwm

B. Optionsfor States

1. Promote voluntary programs.
# Create centrdized training and resource centersto collect and disseminate information.
S Compile alist of available resources to share with interested governing bodies.
S Develop atraining hotline, website, etc., providing a constant source of information and links to
available training resources.
S Provide “traveing trainers’ available upon request to train loca entities.
# Develop and mall training materiasto al loca governing bodies and to new managers.
# Cregte partnerships with private training companies or non-profit NGOs to facilitate training.
# Create avoluntary rating process for systems based on the demondtration of adequate water-system
management expertise.
# Encourage a least one member of each governing body to become a certified operator at the
minimum leve.
2. Deveop incentive programs.
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# Use DWSRF set-asdes to offer free training; reimburse those that receive training, or provide other
finandid incentives.
S Establish training programs and provide classes free of charge to governing bodies. Classes
could be offered throughout the State to reduce traveling costs.
S Reimburse those who receaive training from other organizations.
S Provide financid incentives for governing bodies to receive training.
Congder mandatory programs.
# Include training requirements in State rules and regulations (for example, Missssppi program).
# Requiretraining for syslem managers as a condition of SRF loans.

Optionsfor
WATER-SYSTEM ORGANIZATION

Optionsfor EPA

Encourage modifications to internal system structures and processes.

# Examinetheissue of internd restructuring and provide information on interna restructuring options
that offer greater accessto capita and promote operating efficiency (i.e., changing rate structures).

# Encourage or require training programs for governing bodies or other water-system managers.

# Providefinancid assistance for training programs.

# Develop sef-assessment tools that will help improve system capacity.

Encourage modifications to externd system structures and processes.

# Examinethetrendsinfluencing water systems (i.e., competition, convergence of utilities, public vs.
private ownership, privatization of municipa systems) and develop a guidance document that States
could use when developing policies.

Fecilitate exploration of dternatives and innovative solutions.

# Provide information about recognizing barriers and identify possible options within the current

framework that may not have been considered.

Encourage stakeholder meetings to identify barriers and provide forums for brainstorming solutions.

Reduce legd or regulatory barriers to encourage innovative solutions outsde the current framework.

Encourage pilot programs and provide incentives for their development.

Conduct public-education campaigns to increase awareness of the true cost of water, reduce

parochidism, and influence public opinion and attitudes.

Combine traditiona solutions and innovative ideas and use pilot programs,

R R
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Optionsfor States

1.

States can encourage modifications to interna system structures and processes.
# Encourage and facilitate changes in management, staffing, and training. For example, through their
capacity development strategies, States could require systems to develop training programs for



system personnd, require that al system mangers have previous experience managing or operating a
water system, or provide information on adternative management structures.

# Provide low-cogt technology options.

# Use DWSRF st asdesto provide efficiency training to streamline or standardize indtitutiona
processes.

# Requirethe use of sandard processes (i.e., generdly accepted accounting principas) to streamline
water-system management.

# ldentify barriersto interna restructuring options (i.e., cumbersome rate approva processes) and
working to break down the barriersto provide greater accessto capital and improve efficiency in
operation.

States can encourage modifications to externa system structures and processes.

# Encourage awide range of partnerships among systems to achieve economies of scale, reduce costs

of sarvices and materids, and reduce system inefficiencies.

Reduce financid disincentives and provide incentives for consolidation.

|dentify opportunities for cooperation.

Identify opportunities for the formation of partnerships among systems.

Identify opportunities for consolidation.

Fecilitate exploration of dternatives and innovetive solutions.

Provide information about recognizing barriers and identify possible options within the current

framework that may not have been considered.

Encourage stakeholder meetings to identify barriers and provide forums for brainstorming solutions.

Reduce legd or regulatory barriers to encourage innovative solutions outside the current framework.

Encourage pilot programs and provide incentives for their development.

Conduct public-education campaigns to increase awareness of the true cost of water, reduce

parochiaism, and influence public opinion and attitudes.

Combine traditiond solutions and innovetive ideas and use pilot programs.

FHHEH * HFHHEH
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Optionsfor
WATER-SERVICE COSTSAND AFFORDABILITY

Optionsfor EPA

Develop anationd program for providing affordable water service to aid low-income households served
by PWSs. The program could function as a grant program, perhaps with State matching funds. States
could work with their own loca partners and utilities for program implementation.

Fund anationa program through tax instruments. In addition to generd taxes, other taxes are
conceivable, including taxes on water utilities, bottled (“luxury”) water, private operations companies, and
the chemica industries. Revenues collected from the sources of water pollution aso could be used to
fund water affordability programs.

Modd anationd program for assistance after programs in the energy (the Low-Income Energy
Assstance Program) or telecommunications (the Universal Service fund) sectors.
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Optionsfor States

Develop apalicy for the provision of affordable water service to those unable to pay for it and consider
various funding mechanisms (Smilar to the universal service fund for tedlecommunications). Assstance
could be provided directly to customersin the form of payment to the utility in the customer’s name, a
voucher, a coupon, or some other form. Assstance could also be provided directly to water systems
serving low-income households.

Remove barriers to progressive rate setting and/or the provison of aid to low-income households.

Fecilitate the creation of regiond utilities or authorities.

Establish adirect payment program (to utility in form of vouchers, coupons, tc.).

Encourage community-based solutions.

# Encourage communities (towns and counties) to establish assstance programs funded by loca tax
ingtruments, such as property, utility, and sdestaxes. Assistance to customers could take the form of
direct payment to the utility in the customer’s name, a voucher, a coupon, or some other form.

# Encourage incorporated towns to create lifeline rates or other discounts and ass stance programs fund
through a bond issuance.

Encourage water-system solutions.

# Encourage utilitiesto bill monthly and increase rates incrementally to ease the financia burden on
households.

# Encourage utilitiesto inditute payment plans and/or debt forgiveness programs for low-income
households.

# Encourage utilitiesto help households lower their water bills by reducing usage through targeted water
conservation programs. (See discussion on conservation rates below)

# Encourage utilities to coordinate with local nonprofit and community-based organizationsto raise
contributions to enable the utility to offer lower rates and to aid with ratepayer arrearages.

# Encourage utilities to indtitute voluntary contribution fund programs (developed in conjunction with
shareholders and other ratepayers) to help low-income customers.

# Encourage utilitiesto inditute lifeline rates for low-income customers,

# Encourage utilities to pursue long-term consolidation Strategies to increase the customer base, lower
costs, and broaden the range of rate options.

# Encourage utilities to provide assistance to low-income househol ds through rate structures, as dlowed
by State regulations and feasible based on system characterigtics.

Optionsfor
UNSUSTAINABLE WATER SYSTEMS
Optionsfor EPA

Enaure that dl States have access to and are informed about existing grant and loan programs and work
to ensure the availability of financia assstance to water sysems of al ownership types.
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Develop documents that would provide information to States on programs that have been successful in
addressing the issue of unsustainable systems and examples of success Sories.

Encourage the development of new smdl system treatment technologies by providing funds for pilot
programs and for the provision of technologies to smal systems at reduced rates.

Encourage the use of pilot studies to demongtrate possible restructuring options.

Work to ensure that States are aware of and have access to the assistance of NGOs.

Create agpecid federd financid assstance fund (i.e., anationa trust or universa service fund) to address
the needs of unsugtainable systems.

Optionsfor States

Provide options to ease compliance requirements.

# Smplify regulatory processes.

# Provide variances and exemptions.

# Allow for other regulatory flexibility as dlowed by federd rules.

Use NGOs and encourage systems to use NGOs.

# Deveop partnerships with NGOs.

# Encourage formation of new partnerships between unsustainable systems and NGOs.

# Coordinate and organize resources for systems interested in seeking help from NGOs.

Work with drinking water equipment manufacturers and suppliers.

# Encourage the development and distribution of low-cost POU devices.

# Encourage the use of contractua operation and maintenance services.

Provide financid assistance to the water system.

# Provide subgtantial tax relief to increase system resources.

# Edablish auniversa-sarvice fund to provide low-cost loans or grants to systems with specid needs.

Provide incentives for voluntary acquisitions.

# Offer subgantid tax relief for utilities that assume respongbility for unsustainable systems.

# Creste financing opportunities for acquiring water utilities.

# Provide economic regulatory incentives for acquiring utilities including acquisition adjustment, va uation
at fair market vaue, congderation of contributions, bonus rates of return, allowances for system-wide
cost recovery, consolidated rate structures, phase-in costs and rates, etc.

Provide incentives for the formation of regiond water utilities, districts, or authorities.

# Encourage regiond utilities through tax and financing advantages

# Egablish publicly owned cooperatives covering broad geographic aress.

# Encourage the use of consolidated rates or sngle-tariff pricing for larger and more sustainable regiond
systems.

# Addresstax and financing differences between publicly and privately owned regiond systems and
ther effect on incentives for acquigtions.

Implement more extreme transfers of respongbility.

# Allow service abandonment and let market forces prevail.

# Mandate the takeover of an unsustainable system by another utility.

47



7.0

S Establish authorities and procedures to mandate receivership or takeover by another water
system.

S |dentify and designate willing recaivers.

# Assume respongibility for the system (government-level takeover).

S Egtablish a statewide management authority that identifies, assgts, or manages unsustainable
systems.

S Operate the system directly through a state agency or through a contract for operations with a
locd agency or private firm.

Optionsfor
WATER-POLICY INSTITUTIONS

Optionsfor EPA

Reduce internd inditutiond barriers.
# Consult with States to re-examine regulatory flexibility.
# Continue toward striking an effective balance between enforcement and assistance.
Reduce externd ingtitutiond barriers.
# Coordinate financiad programs among federd agencies.
S USDA RUS provides loans and grants
S USDA RUS adso provides technica assistance for the operation
S HUD Rurd Community Block Grant Program
# Coordinate federa programs that regulate water.
S Develop and enter into memorandums of understanding or agreement (MOU/MOA) thet define
respective roles and responsibilities and describe a unified purpose.
# Facilitate the coordination of programs with non-federal agencies. A number of NGOs offer support
programs that range from direct financia assstance to on-ste training assistance.
S Fecilitate the coordination of the activities of technica-ass stance providers funded by
federa and non-federd sources (for example, NRWA, RCAP, and AWWA).
# Facilitate the coordination of educationa and training materials and programs of federd and non-
federa sources (for example, Drinking Water Academy, AWWA, RCAP, and the Nationa Training
Center for Smal Communities at West Virginia Universty).

Optionsfor States

Reduce State-levd internd inditutiond barriers.
# Claify and consolidate authorities for the regulation of drinking water systems.
S Provide a consolidated proceedings process resulting in “one-stop shopping” for gpproving and
financing awater system.
S Develop and enter into MOUs and MOAS that define respective roles and responghilities and
describe aunified purpose.



# State Public Utility or Service Commissions should work to reduce regulatory lag time and decrease
the burden created by the rate gpprova process for certain types of systems (for example, significant
non-compliers, unsustainable systems etc.), or certain kinds of rate changes (for example, change
sought because of the acquigtion of afaling system).

# Public Utility or Service Commissions should remove barriers to voluntary acquisitions of water
sysems. Many incentives have proven very effective in encouraging voluntary acquisition activity,
which has the potentid to creste a more efficient and smooth merging of systems.

Acquigtion adjustment.

Vduation & fair market value.

Congderation of contributions.

Bonusrate of return.

System-wide cost recovery.

Consolidated rates.

Phase-in costs and rates.

Surcharges.

S Cost-recovery techniques.

Reduce externd ingtitutiona barriers.

# Coordinate primacy agency activities with other State agencies that regulate water (for
examplewater-resource agencies).

S Develop and enter into MOUs and MOAs that define roles and responsiilities and describe a
unified purpose. Clear lines of jurisdiction and authority are essentid to a successful
coordination and implementation of newly defined responsbilities.

# Fogder rdationship with the State Small Business Administration (or Smilar agency or program).

# Coordinate with of NGO programs to avoid duplication of effort and maximize resources.

# Reduce barriers to incorporating by reference regulations written in plain language.
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