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Pro Forma Plant 
1. We note that the utility provided additional information on its pro forma plant by e-

mail that was filed April 23, 2014 in Document No. 01877-14 (April Document.) This 
information is similar to the plant additions filed by letter dated July 16, 2013 in 
Document No. 04163-13 (July Document). The main difference in the April 
Document is that the utility provides more information regarding the need for the 
plant and the expected time line for completion.  

 
Our primary concern regarding these pro forma plant additions is the magnitude of 
the items and the potential impact on rates. The current owners recently purchased 
the system and the Commission issued Order No. PSC-14-0130-PAA-WS1 which 
approved the transfer and set rate base as of December 27, 2012. In the application 
for transfer, the utility stated in Exhibit K (Document No. 01034-13) that:  

 
After reasonable investigation, LPWWI has determined that the 
systems acquired from LP Utilities was and is in satisfactory condition 
and are in compliance with all applicable standards set by the Florida 
Department of Environmental Protection ("FDEP") and do not have 
any outstanding Notices of Violation or Consent Orders with the 
FDEP. 

 
Further, in the Sales Contract for the system, Paragraph 1.3 (in the second 
paragraph) includes the following language: 

 
1.3 Consideration 
Buyer will perform a final due diligence of all facilities and assets. The 
due diligence is to ensure all assets are in the same working 
condition, that all permits are valid, current and that there are no 
compliance infractions in force at the time of the date of this final 
completion of this Agreement. If, after conducting the final due 
diligence, Buyer determines that the assets are not in the same 
working condition, that any permit is no longer valid or current, or that 
there are compliance infractions, Seller shall have 60 days to either 
correct the condition or reach an agreement with Buyer for a reduction 
to the purchase price. If Seller refuses to correct the condition or is 
unable to reach agreement with Buyer concerning a reduction to the 
Purchase Price, Buyer may elect to terminate this Agreement without 
penalty or to proceed to Closing. 

 
Despite these assurances to the Commission in the transfer application, the utility is 
now requesting $74,484.50 in pro forma plant for the water system and $53,917.01 
for the wastewater system.2 The explanations for many of these items indicate that 

                                                 
1 Order issued in Docket No. 130055-WS on March 17, 2014 
2 The totals included in the April Document appear to include mathematical errors. The totals above include the 
individual items listed in the chart provided by the utility. 
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they are required by regulatory mandate and include problems such as: does not 
have adequate safety features, damaged roof, signs of equipment failure, poor 
condition, and unreliable. These requested amounts are significant. The water and 
wastewater requests are 94% and 55% of the rate bases3 established by the 
Commission order approving the transfer of the utility certificate to LP Waterworks, 
which became final April 14, 20144. We believe that these deficiencies should have 
been considered in the evaluation of utility plant at the time of the transfer. If the 
previous owner allowed the plant to deteriorate to the point it requires immediate 
correction, those costs should have been reflected in a lower purchase price so that 
the customers do not have to pay twice for utility plant needed to provide service. In 
addition, we believe that staff should review the reasonableness of the cost 
estimates provided by the related party.  
 

2. Another issue we have is the amount of plant the utility has requested that is far 
outside the current period when rates will be implemented. The current schedule 
appears to allow rates to be effective in the summer of 2014. The current pro forma 
request includes additions for 2015 through 2018. Typically a SARC does not allow 
pro forma plant additions until it has been completed and is in service. We believe 
that if the plant additions are determined to be appropriate for the ratepayers to bear, 
that the additions should be considered in Phase 2 rates and these rates should only 
be implemented when the plant is completed and in service. The plant that is 
projected more than a year out should not be considered in this case.  

 
3. We are also concerned with the utility’s request for meter replacements. In the April 

Document, the utility states that the meters are 10 years old and need to be replaced 
or tested. The Commission’s depreciation rule expects that meters will have a 17-20 
year life. We do not believe that the meters need to be replaced based on a ten year 
life unless the utility can provide additional evidence that the meters are defective 
and why the customers should bear the cost of any early replacement.   

 
In addition, the July Document requests meter replacement costs for 98 meters per 
year at an annual cost of $8,560. The July Document further states that 10% of the 
meters should be replaced each year. However, page 1 of the original staff 
recommendation indicates that there are 370 metered customers in the RV Park and 
approximately 54 residential plus a few general service customers outside the park 
(for an estimated 430 metered customers.) The 2012 Utility Annual Report filed with 
the Commission indicates on Page W-3 that there were 434 customers at the start of 
2012. If the Commission believes that the utility should begin a meter replacement 
program and replace 10% of the meters each year, we believe that the pro forma 

                                                 
3 The requested water additions are 15% of the gross, undepreciated UPIS balance and 14% of the wastewater 
balance.  
4 See Docket No. 130055-WS, In re: Application for approval of transfer of LP Utilities Corporation's water and 
wastewater systems and Certificate Nos. 620-W and 533-S, to LP Waterworks, Inc., in Highlands County; PAA 
Order No. PSC-14-0130-PAA-WS issued March 17, 2014 and Consummating Order No. PSC-14-0130-PAA-WS 
issued April 14, 2014. 
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plant amount should be adjusted to reflect 10% of the actual customers for LP 
Waterworks, or approximately 43 meters per year, a 56% reduction. 

 
Contractual Services-Other 
4. The staff report included $77,184 for Contractual Services – Other for water and 

$58,692 for wastewater. These amounts reflect the annual expense for the 
management services agreement with U.S. Water Services Corporation (USWSC). 
These amounts represent monthly charges of $6,432.25 for water operations and 
$4,891.37 for wastewater operations. Staff’s First Data Request (dated January 16, 
2014) requested information on the management services agreement with USWSC. 
The letter requested how the agreement benefits the customers, any benchmarks 
used by the utility in evaluating the contracted amount, and why the amount is 
reasonable. 

 
The utility responded that:  

 
Four (4) of the six (6) shareholders of LP Waterworks are also 
Corporate Officers of USWSC – also an independent corporation with 
no existing corporate parent or sibling business structure 
relationships. USWSC has been established since 2003 as a utility 
service company dedicated specifically to the water and wastewater 
industry. 

 
Because the utility and USWSC have several common officers, we do not believe 
that any transaction between the two companies is arms-length. The Commission 
has an obligation to carefully review such transactions so that regulated operations 
do not subsidize non-regulated operations. The utility provided in response to a staff 
data request an excerpt from a report by Wetzel Consulting, LLC (WetCon Report) 
which was part of a presentation made to the Florida Governmental Utility Authority 
(FGUA) Board. This excerpt includes a reference to an Industry Benchmarking 
prepared by the American Water Works Association (AWWA) for 2011 and a 
schedule prepared to compare FGUA costs with the AWWA benchmark costs. The 
utility then compares these costs, on a per customer basis, to the costs in the LP 
Waterworks contract.  
 
It is not clear what is included in the customer costs in the chart provided by the 
utility. We have even reviewed the WetCon Report (see attached) and are unable to 
determine with certainty what is included. However, based on our review, we believe 
that the FGUA costs shown are the contract costs between USWSC and the FGUA. 
This would be considered an arms-length transaction. The chart shows per customer 
cost of $264 while the per customer cost proposed in this case is $327, as 
calculated by staff. The difference in these two costs indicates that the LP 
Waterworks customers are charged an additional $26,000. 
 
The utility also compares costs to the AWWA benchmarking. However, there is no 
information provided as to what is included in the AWWA numbers. (Neither does 
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the WetCon Report identify the specifics of these costs.) Based on our review, we 
believe that these benchmarked costs are total O&M costs. If the total O&M costs 
included in the staff recommendation ($94,086 + $75,780) are compared to the 
Median benchmark costs included in the AWWA study, the LP Waterworks 
customers are charged an additional $27,800. 
 
The chart below shows these calculations: 

 

LP  O&M Customers
Monthly O&M Per 

Customer
Water 94,087       434          216.79                
Wastewater 75,780       394          192.34                
Total O&M 169,867      409.13                

Average Customers 414          

AWWA Median Benchmark 342.00                
67.13                  

Annual Excess Total Company 27,800.00           

LP  Contract Customers
Monthly Contract 

Per Customer
Water 77,184       434          177.84                
Wastewater 58,692       394          148.96                
Total Contract 135,876      326.81                

Average Customers 414          

FGUA 264.00                
62.81                  

Annual Excess Total Company 26,000.00           

CONTRACT

LP Per Customer Contract higher than FGUA

LP Per Customer O&M higher than AWWA

TOTAL O & M

 
 
One last issue, the Staff Recommendation (Table 6-2) compares the proposed 
contract with a “similar agreement”. That agreement is another company owned and 
operated by the same owners and officers with the same type of related party 
transactions. These are both companies in similar situations where each utility has 
common officers with USWSC. Neither of these can be considered to be arms-
length transactions and because they are between the same parties, they can not be 
used to justify each other. 	

 
Salaries and Wages – Officers  
5. The staff recommendation included $12,000 in Salaries and Wages – Officers. The 

recommendation states that the amount is for the officer to administer and oversee 
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the Utility’s management services agreement. We are concerned with this 
arrangement because the officer that is included in the salary expense is also an 
owner of the management company. We believe that the Commission should 
carefully consider the duties of the officer to determine what he is doing in addition to 
the contract. It appears to be self-serving for the officer to be paid to administer a 
contract with himself. As discussed above, the USWSC contract costs are higher 
than the average benchmark costs for water utilities, and allow the owner of the 
utility to pass-through to its customers both overhead and profit for its unregulated 
entity. Because USWSC is unregulated, the Commission is unable to establish the 
reasonable overhead and profit. The only way for the Commission to establish 
reasonable costs is to review the costs charged to the utility and determine if in their 
entirety the costs are reasonable and represent costs that reflect costs that would be 
charged in a competitive market. We would note that in the WetCon Report 
presented to the FGUA in July 2013, on Page 4, Paragraph 3, the report indicates 
that the 10% overhead and 8% profit on all Renewal and Replacement (R&R) 
projects charged to FGUA by USWSC was on the high side of typical industry 
standards for such markups. According to the WetCon Report, the markup for 
overhead and profit more commonly fall within the 12% to 15% range for the 
combined number. While this markup is not discussed in the USWSC contract with 
LP Waterworks, it is an issue that should be carefully reviewed by the Commission.  
 
Including the $12,000 annual salary and wages expense, over and above the cost of 
the utility’s agreement with its affiliate USWSC is causing the cost of service to 
become increasingly unaffordable for this community of retired senior citizens living 
in mostly single-wide mobile homes. OPC is continuing its review of the USWSC 
contract and the proposed pro forma plant and may file another letter next week.  
 

Bad Debt Expense 
6. The staff report included Bad Debt expense at 2% of the proposed revenue 

requirement. Generally, the Commission limits the bad debt expense to a 3-year 
average based on the premise that a 3-year average fairly represents the expected 
bad debt expense. It appears that in this case there is no history so the company 
“suggested a 2% rate which results in a total expense of $4,262. However, in a 
January 16th filing, the utility provided a schedule showing its aged accounts 
receivable at December 31, 2013. This showed a total of $119.34 that was over 30 
days old and inactive. Even if you consider the total accounts that are over 30 days 
old that are active or inactive the total is only $994.23. Therefore we believe that a 
2% bad debt expense is unreasonable and the expense should be reduced to 
$1,000, which is just under .5%, which is similar to many other utilities.  
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Introduction 

Section 1 
Introduction and Purpose 

The Florida Governmental Utility Authority (FGUA) is a IS-county water and wastewater utility serving 
approximately 120,000 residential, commercial and industrial customers throughout the State of Florida. 
The FGUA was initially formed in 1999 through the acquisition of Avatar Utilities, and has grown over 
the past I 4 years through additional acquisitions of primarily investor-owned utility systems. The current 
FGUA system, including the recently-acquired Florida operations of Aqua Utilities, is shown on Figure I 
below. 

Figure 1 

FGUA Operating Systems 

FGUA - 2013 

The FGUA is managed by a six-member board comprised of key staff members from six counties across 
the state. The FGUA Board meets monthly either in person or via webcast. A unique feature of the FGUA 
is that it employs no permanent or temporary staff members, but rather contracts for all services, 
including management, operation and maintenance, legal support, accounting and rate review. 

During the Board's annual strategic planning workshop held in February of 2013, the Board felt it 
necessary to assess the cost-effectiveness of the FGUA business model. Specifically, the Board asked for 
an independent, third-party review of the U.S. Water/Wade Trim (USWWT) Operations and 
Maintenance, Customer Service and Billing agreements and the Government Services Group (GSG) 
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Management Services Agreement, as well as benchmark operational metrics against similar water and 

wastewater systems across the United States. A review of the USWWT agreements are timely since the 

Aloha and Consolidated system contracts are scheduled for renewal in September of this year. In response 

to the Board request, Wetzel Consulting, LLC (WetCon) was contracted in March of 2013 to perform the 

independent review as requested. 

Purpose of the Review 

The two primary objectives of the review process conducted by WetCon were to: 

I. Review the USWWT and GSG agreements and recommend changes that will improve 

workability, contract management efficiency and accountability; and 

2. Benchmark the FGUA operations against similar water/wastewater utilities in order to assess 

cost-effectiveness and operational efficiency to insure that the customers are being well-served. 

Scope of Services 

The scope of services of the engagement involved six specific tasks as outlined below: 

Task 1- Review of current USWWT and GSG agreements 

Task 2- Meetings with GSG, USW and the FGUA Board 

Task 3- Industry Benchmarking using A WW A QuaiServe methodology 

Task 4- Develop and review recommendations with GSG staff, Utility and General Counsel and USW 

Task 5- FGUA Board presentation 

Task 6- Draft and Final Report 

A presentation of preliminary results and recommendations was made to the FGUA Board at their 

monthly meeting on June 20, 20 J 3 in Ft. Myers, FL. At that time, the Board authorized GSG and the 

attorneys to initiate negotiations with USW on the contract renewal based on the recommendations 

contained in the WetCon presentation, as attached in Appendix B. 

This report does not analyze each agreement on a line-by-line basis, nor does it attempt to re-write the 

agreements, but raUter leaves that to the negotiation process between the FGUA, USWWT and GSG. 

However, this report does identify significant issues with the agreements, and makes both short and long

term recommendations for contract improvement 
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Background 

Section 2 
U.S. Water/Wade Trim Contracts Review 

The joint venture of U.S. Water/Wade Trim LLC {USWWT) first became a service provider for the 

FGUA upon acquisition of the Aloha system in Pasco County. Subsequently, Lindrick, Consolidated, and 

North Ft. Myers joined the FGUA and then USWWT succeeded Severn Trent Services when their 

contracts for Lehigh and Golden Gate expired. The primary agreement that details the general terms and 

conditions of the USWWT service contract is entitled "General Terms Agreement for Utility Operations, 
Maintenance, Billing and Customer Service" (dated October 8, 2008 as amended on February 9, 2009), 

and includes a number of appendices that outline specific performance standards, reporting and insurance 

requirements, and pricing information. This agreement forms the basis for the individual Compensation 

Agreements unique to each system under contract to the FGUA. ln addition, whenever USWWT 

undertakes construction activity related to system renewals and replacements or capital project 

implementation, a separate construction agreement is executed between the FGUA and USWWT for that 

specific project. 

WetCon's review of these agreements included the General Terms Agreement, a representative sampling 

of the Compensation Agreements, and the Standard Construction Agreement dated October 27,2005. 

General Observations 

While there are no "standard" contract operations agreements for the water and wastewater utility 

industry, the terms and conditions contained within the USWWT General Terms agreement are 

reasonably consistent with similar agreements WetCon has observed in the past, although the 

comprehensive nature of the services provided by USWWT makes this agreement a bit longer than is 

typical. The proof of success for such agreements has more to do with how they stand the test of time 

rather than the words contained within the document. In this case, these agreements have served the 

FGUA well over the past five years, as evidenced by: 

• No significant contract disputes since initial contract execution in 2008; 

• USWWT has maintained regulatory permit compliance throughout the time period; 

• Customer surveys have been generally positive, particularly with respect to customer service, 

despite the high user rates inherent with the FGUA systems; 

• Demonstrated ability to add and subtract systems to FGUA without service interruption; 

• Favorable results from the benchmarking exercise included in this study and discussed in Section 

4 of this report; and 

• Succ.essful completion of numerous projects utilizing the Standard Construction Agreement. 
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Con tract Issues 

A number of contract issues were identified and categorized into five major topic areas, as outlined 

below. 
I. Timeframe aad Scope. Currently, each new agreement between USWWT and the FGUA is 

given a five-year term from the date of contract execution. This results in a series of agreements 

with staggered timeframes, requiring individual renewals at the end dates of each contract. The 

agreements include a very comprehensive set of services, including operation and maintenance, 

customer service, meter reading, billing, and a right of first refusal for system renewals and 

replacement projects. The staggered timeframes limits FGUA 's tlexibil ity with regard to 

combining systems into larger service areas to achieve economies of scale or potentially 

segregating services into individual contracts. 
2. Repairs, Renewals and Replacements. Most of the USWWT agreements combine repairs with 

renewals and replacements (R&R), and defines two categories (Basic and Major) of Renewals, 

Replacements and Repairs. Major Renewals, Replacements and Repairs are those where the 

contractor's direct costs exceed $7,500, while the basic category falls below that threshold. The 

$7,500 is treated as a deductible (unless the item was previously identified in a capital needs 

budget or pre-existing deficiency), and according to both USWWT and GSG personnel, 

represents the most contentious and time-consuming aspect of the agreements. More typically, 

repairs are included as part of a "Maintenance and Repair" budget and are generally considered 

the responsibility of the contractor, whereas R&R is treated as "Maintenance Capital", and is 

usually the responsibility of the utility owner. In fact, the recently executed Compensation 

Agreements for the Aqua systems separately defines repairs and R&R, and uses a $1,000 

threshold to distinguish between a basic and major R&R project, while retaining the $7,500 direct 

cost threshold for major vs. basic repairs. 

3. Compensation. There are a number of aspects of the FGUA operational model and the various 

contractual elements that impact the compensation received by USWWT. The first is that each 

system and its customers must be treated separately from a rates and fees perspective, thereby 

requiring allocation of all operating expenses across the various systems. This feature of FGUA 

will grow in complexity over time as additional utilities are added in the future. A second aspect 

of FGUA that impacts compensation is the lack of any reserve accounts to use for due diligence 

of potential acquisitions, thereby requiring at-risk due diligence services from USSWT, the cost 

of which is reimbursed through subsequent bond financing if and when the deal closes. A third 

aspect involves the use of the Consumer Price Index (CPT) for pricing adjustments on a yearly 

basis, but the particular CPI index varies across the various Compensation Agreements. A fourth 

compensation element involves the markup USWWT receives on direct costs for R&R projects, 

emergency repairs and other miscellaneous aspects of the agreements, currently calculated using 

10% overhead and 8% profit (18% total markup). These numbers are on the high side of typical 

industry standards for such markups, which more commonly fall within the 12 to IS% range for 

the combined number. Finally, the agreements contain a number of hourly rates that although 

adjusted annually per the CPI adjustment, have not been reviewed since the initial contract 

execution in 2008. 
4. Performance and Stipulated Penalties. Appendices A and B of the General Terms Agreement 

outline a series of performance standards for both O&M and Customer Service, while Section 
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5.0 I details a number of stipulated penalties for specific non-perfonnance issues. While the 

USWWT perfonnance is evaluated on an ongoing basis by GSG, there is no annual, fonnal 

Perfonnance Review process with pre-established Key Perfonnance Indicators (K.Pis) that can be 

articulated to the FGUA Board and reported back on an annual or semi-annual basis. In addition, 

a number of the stipulated penalties (referred to in the agreement as " liquidated damages") have 

limited relevance to FGUA system operation, have not been utilized during the past five years, 

and contain no justification for the dollar amounts specified in the agreement. 

5. Consumables. Consumables in an O&M contract refer to the power, chemicals, water and fuel 

required to operate and maintain the utility system. The USWWT contracts generally make the 

contractor responsible for all consumables except power, which is a pass-through expense to the 

FGUA. Many utility owners prefer to take advantage of their own purchasing power and tax 

status to bulk-purchase chemicals and perhaps fuel. In fact, FGUA is engaging in a pilot study 

right now for this purpose. 

In addition to the major categories identified above, there were also a few miscellaneous observations 

from the contracts that could be addressed in a renegotiation: 

• The dispute resolution clause in the O&M agreement calls for mediation followed by litigation, 

rather than either binding or non-binding arbitration. 

• There is no tennination for convenience clause in the agreements. 

• Meter testing and replacement clauses are confusing, as it is not clear which meters are to be 

replaced and which are to be tested on an annual basis. 

• Training and safety programs are identified, but without detail as to number of training hours 

required of new employees and safety perfonnance metrics expected from the contractor. 

Short-term Recommendations 

Given the immediate need to begin renegotiating the Aloha and Consolidated agreements, the 

recommendations are divided into two categories. The short-tenn recommendations are intended to be 

addressed as part of the current negotiations, while the long-tenn recommendations can be addressed over 

the next five years of operations or as deemed appropriate by the FGUA Board. 

The recommendations below generally follow the issues as outlined above. 

I. Timeframe and Scope- Reset all new agreements to the end date of the renewed Aloha and 

Consolidated agreements, which would be September 30, 2018 if tied to the FGUA fiscal 

calendar. The agreements can either be renewed with the Aloha and Consol idated agreements, or 

as they expire over the next few years. Consistent contract expiration dates will provide the 

FGUA flexibility in regionalizing the systems or segregating the services as 20 J 8 approaches. 

There are no short-tenn recommendations to a lter the scope of the USWWT engagement, nor to 

eliminate the right of first refusal for contract R&R, although we do encourage the FGUA to 

procure on-call contractors as appropriate for specialty R&R work. 

2. Repairs, Renewals and Replacements- Clarify definitions consistent with industry standards, 

making repairs a contractor responsibility and R&R (as Maintenance Capital) the responsibility of 

FGUA. In this instance, capital expenditures are defined as those investments that significantly 
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extend the useful life of the asset (beyond one or two years), while repairs do not necessarily 

extend the useful life. The new agreements could adopt the recently executed Aqua agreements 

language, although that language does not eliminate the $7,500 deductible problem. An 

alternative approach used in other contracts is the establishment of a Maintenance and Repair 

Fund (as a subset of the O&M service fee) that is separately tracked during the year, with a 

shared penalty or benefit depending on whether the budget is exceeded or under-spent in any 

given year. 

3. Compensation- A number of specific recommendations are made with respect to the various 

compensation issues identified: 

a. Continue cost allocations as per bond indenture requirements until such time as systems 

can be combined for future operational synergy and cost savings. 

b. Standardize pricing adjustments to the Consumer Price Index- U.S. City Average- All 

Urban Customers as published annually by the Bureau of Labor Statistics, U.S. 

Department of Labor, but include an annual cap of 4.5% consistent with the GSG 

contract (as discussed later in this report). 

c. Continue using Equivalent Residential Connection (ERC) as the growth metric upon 

which any increased/decreased base compensation will be received for any given system. 

d. Review and renegotiate as appropriate the I 8% markup on direct expenses. 

e. Review all hourly rate schedules for consistency with industry standards. 

4. Performance and Stipulated Penalties- Establish 5 to I 0 Key Performance Indicators (KPis) at 

the initiation of each contract year, and conduct a formal mid-year and end-of-year review to 

track perfonnance against the established KPls. Example KPis might include year over year 

operating cost reductions, safety performance metrics (e.g. no lost time accidents), reduced 

energy consumption, reduced water Joss rate or sewer overflow rate, improved billing accuracy 

and reduced number of customer complaints. The annual reviews can be used to monitor progress 

and establish a scorecard that can be used by the Board when deciding whether to renew or 

procure operational support services in the future. Eliminate the stipulated penalties clauses 

where possible, and replace where appropriate with more typical "cost to correct" language. 

5. Consumables- Continue evaluating the bulk purchase of chemicals and other consumables. Create 

incentives for the contractor to monitor and reduce energy consumption, likely as part of the KPl 

process. 
6. Miscellaneous- A few other general recommendations to address these issues include: 

a. Consider replacing litigation with arbitration, or at least including arbitration as an 

intermediate step between mediation and litigation in the process. 

b. Consider adding a termination for convenience clause into the contract, although such 

clauses tend to include a "tennination fee" to compensate a contractor for mobilization 

costs that are generally amortized over the life of the contract. In the case of renewals, 

such mobilization costs are not relevant, but would be for any new acquisitions during the 

five-year renewal period. 

c. Clarify meter testing and replacement language such that residential meters are replaced 

on a 10-year cycle, and wholesalefcommerciallindustrial meters are calibrated annually 

and replaced when necessary. 
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Long-term Recommendations 

A few long-term recommendations are provided for FGUA consideration over the next five years. These 

topic areas can be discussed as part of the utility' s annual strategic planning process, or as needs dictate 

during the course of the year. 

l. Create flexibility for future procurements. By establishing 20 18 as the consistent end date for the 

renewed USWWT contracts, the FGUA Board can consider procuring services on a regional basis 

rather than through individual compensation agreements, or issuing separate contracts for various 

services. It is not unusual for utilities to contract for meter reading and billing or even all of 

customer service as a separate service, rather than have it included as part of the O&M service 

agreement. By implementing a formal performance review process, the FGUA Board can monitor 

performance against established KPis, and thereby make a more informed decision about 

USWWT contract renewal as 2018 approaches. 

2. Establish regional systems to the extent possible. Since it is likely that FGUA will continue to 

grow and add systems over the next five years, it would be prudent to consider consolidation of 

systems to benefit from operational synergies and reduce the number of rate tariffs and cost 

allocation requirements. We understand that such consolidation may be limited by bond 

requirements and the potential loss of systems to host counties, but continue to believe that this 

would be in the best long-term interests of the customers. 

3. Implement petformance-based compensation. The natural extension of a formal performance 

review process is the implementation of performance-based compensation. This might involve 

having a range of profit percentages earned by the contractor depending on their annual KPI 

scorecard results, or the establishment of a bonus pool funded out of a shared savings fund 

created through cost saving measures, such as energy reduction or staff reductions attained 

through technology enhancements. 

4. Consider Advanced Metering Infrastructure (AMI). Since only a portion of the Aqua system 

currently uses Automatic Meter Reading (AMR) technology, the FGUA systems are prime 

candidates for AMI, a satellite-based metering approach that can reduce meter reading labor costs 

and improve billing accuracy. An initial step might be a business case analysis looking at AMI 

for all or a portion of the FGUA systems, and perhaps a pilot implementation step for one or more 

of the systems under consideration. 

5. Reduce at-risk due diligence. While we understand the need for at-risk due diligence given the 

unique bond and financial constraints of the FGUA. reducing the utility's reliance on this process 

is encouraged. Creation of regional entities might allow for the creation of a reserve fund for each 

entity for future acquisition considerations. In the interim, it seems prudent to continue down the 

at-risk due diligence path with USWWT for potential acquisitions that are either large or within 

current FGUA service area boundaries. For smaller systems, especially those in more remote 

locations, there are other operations firms that would bid on operations contracts at their expense 

as part of an RFP process, thereby transferring the due diligence cost and operational risk to those 

contractors. 
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Background 

Section 3 
Government Services Group Contract Review 

The Government Services Group, Inc. (GSG) has provided administration, management and other support 

services to the FGUA since the creation of the utility in 1999. With the exception of MacDill AFB, the 

current contract is dated February 19, 2009, and as amended on January 17, 2013, now extends to 

September 30, 2019. Unlike the multiple compensation agreements that exist with the USWWT contracts, 

GSG's contract is one document that must be amended each time new systems are added, deleted or 

additional services are incorporated. 

The WetCon review of the GSG contract included three specific areas: 

• Timeframe 

• Compensation and Pricing Adjustments 

• Contract Oversight 

Timeframc 

With the extension of the GSG contract to September 30, 2019, this contract is now set at one year past 

the recommended end date for the renegotiated USWWT agreements. In our judgment, establishing the 

GSG contract end date one year past the O&M contract is a prudent strategy and is recommended for the 

future. 

Compensation and Pricing Adjustments 

There are a number of separate pricing elements contained within the GSG contract, including the 

management fee, ClP administration fee, inspection services, developer review and additional services. 

Each of these service fees are considered below. 

1. Management Fcc. The Management Fee is calculated from a staffing plan developed each year, 

with raw salary marked up by fringe benefits, overhead and profit, yielding a lump sum fee 

spread across all FGUA systems, which is then allocated to each system proportional to the 

number of customers. Although the profit percentage used in the calculation is a bit high at 20%, 

the overall multiplier of 2.42 is below industry standards for these types of services. We are 

therefore recommending no change in this component of the GSG compensation package. 

2. CIP Administration Fee. The same basic approach to detennination of a lump sum fee is used 

for CIP Administration as is used for the Management Fee, except that the staffing plan is 

adjusted based on the anticipated capital needs of the systems in any given year. These costs are 
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then allocated to each system proportional to the size of their individual CIP. No change is 

recommended to the current approach lo CJP administration fees. 

3. Inspection Services. Inspection services are charged on an hourly rate basis based on timesheel 

entries by the individual inspectors assigned to each individual project. Charging to each project 

based on the actual time spent in the field looking at the construction is the appropriate approach 

and should be continued. However, the fonnula used to detennine the hourly rates results in a 

labor multiplier of 3.91 , which is above market rate for field inspection services. We therefore 

recommend that these rates be reviewed and renegotiated as appropriate. 

4. Development Review Services. GSG staff provide developer review services in much the same 

way as any utility would review the plans and specifications for developer-built utility systems 

(pipelines, service laterals, lift stations, etc). The fees charged to the developers are market-based 

fees consistent with other utilities across central Florida, but the costs incurred by GSG typically 

exceed the recovered fees. GSG may request supplemental funding for these services, but has 

chosen not to do so in the past. No change is recommended to the current approach to 

Development Review Services. 

5. Additional Services. Any additional services charged to the FGUA by GSG utilize a standard 

hourly rate schedule, which like the schedule contained within the USWWT agreements, has been 

adjusted but not reviewed since 2009. This schedule should be reviewed for its appropriateness 

and consistency with local engineering rate schedules. 

The GSG contract allows for pricing adjustments for two primary purposes: 

• Annual increases in unit rates based on the same CPI adjustment included in the USWWT 

contract, with the 4.5% cap included. 

• Increase (or decrease) in the Management Fee to accommodate system growth calculated at 75% 

of the average change in the number of water and wastewater accounts. 

Each of these approaches is reasonable and should be continued into the future. 

Contract Oversight 

A basic philosophy of the FGUA is to operate the utility systems with no full-time staff members, but 

rather to contract for all services, including utility administration and management. As System Manager, 

GSG provides all of the typical management, procurement, administration, financial planning and 

accounting, engineering review, capital planning and oversight, and inspection services normally 

provided by utility staff members. In that capacity, they provide ongoing oversight to the USWWf 

contracts, as well as other contract service providers such as the engineering designers, construction 

contractors, rate consultants and others. An important question is therefore who and how does the FGUA 

provide oversight ofthe GSO contract? 

The most important answer to the question of GSG contract oversight is that all GSG task orders, 

irrespective of size, must be approved by the FGUA Board. In addition, pricing discussions are held in 

advance with the FGUA General Counsel. WetCon interviewed Mr. Pelham during the course of this 

study, and determined that he is generally satisfied with the process and his ability to review each task 
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order for scope and fee appropriateness. One area of concern as articulated by Mr. Pelham is 

distinguishing between what should be included in the basic services vs. the need for additional services 

task authorizations. The most common example of this is the pubJic outreach component of system 

management, the scope of which consistently exceeds the scope as anticipated and described in the basic 

services agreement. The higher levels of service are a function of ongoing acquisition activity and high 

levels of customer interaction required within the FGUA customer base. If costs are consistent1y above 

those anticipated by the basic services agreement for any particular service type, the FGUA should 

consider amending the basic service fee rather than requiring additional task orders each year for those 

services. 

The FGUA Board may deem it prudent to enhance the oversight element of the GSG contract in the 

future, particularly as the utility continues to grow and add customers over time. There are a number of 

ways to accomplish this, with varying levels of cost and commitment. Alternatives range from the hiring 

of full-time staff (an Executive Director, for example), to engaging a "trust consultant" on an ongoing 

basis, to performing an annual review of system management similar to the financial audit conducted by 

the audit firm each year. Hiring an Executive Director would represent a significant commitment of funds 

with limited benefit, as there is no guarantee that such a person would be any more qualified than the 

GSG System Manager, and in the event of systems being taken back by their county governments, the 

salary and fringe benefit costs for such a person would need to be spread across a smaller customer base. 

Trust consultants or bond engineers are often employed when bond indentures require an annual, 

independent review of the system operations and CIP execution, in order to represent the best interests of 

the bondholders. FGUA has recently retained Brown and Caldwell as Engineer for Indenture Compliance 

for their 20 I 0 bond issue, but they are not specifically tasked with reviewing the GSG contract or system 

management. The simplest and most cost-effective approach to providing additional oversight would be 

to retain an individual or firm to provide an annual Management Review of the FGUA, to insure that the 

services provided by GSG are in accordance with their contract and are consistent with the best interests 

of the FGUA customer base. 

Finally, as in the case of the USWWT agreements, the GSG contract has no provision for a formal, annual 

performance review based on a pre-established set of KPls. We believe this would be a valuable exercise, 

and recommend such an annual performance review process be incorporated into the GSG service 

contract goingfonvard. 
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Objectives and Approach 

Section 4 

Utility Industry Benchmarking 

The primary objective of any benchmarking initiative is to build a performance measurement system 

specific to water and wastewater utilities, and utilize that measurement system and database to help other 

utilities improve operational efficiency and performance. There are a number of benchmarking algorithms 

and products in the utility marketplace, but many are specific to either water or wastewater. or to a 

component of the utility operations like treatment plants or pump stations. In 2005, the American Water 

Works Association (AWWA) teamed with the Water Environment Federation (WEF) and the AWWA 

Research Foundation to develop a benchmarking methodology and database applicable to both water and 

wastewater utilities across North America. The approach incorporated the QuaiServe business system 

previously developed for utility audits as an organizing framework, with an initial database of 350 water 

and wastewater utilities. 

The original report entitled 2005 Benchmarking Performance Indicators for Water and Wastewater 

Utilities: Survey Data and Analyses Report was published by A WW A and WEF, with annual updates 

prepared in 2006 and 2007. No updates to the 2007 document were available until late 2012, when the 

2011 version ofthe document with the same name as above was published by the AWWA. It is this 2011 

version that was used for the benchmarking exercise outlined in this section of the report. 

The A WWA benchmarking process includes 38 performance indicators (22 indicators in 2005) and 102 

total utility participants, with 59 of those being both water and wastewater utility systems. Of the 38 

performance indicators, we selected II for evaluation of FGUA compared with the 59 water/wastewater 

systems nationwide. The FGUA data were also compared with a subset of the total pool of participants 

representing the Southern Region of the US, including Florida. The database presents the results for the 

participants as the top quartile (top 25% of the surveyed utilities), median and bottom quartile. FGUA 

data were compiled for the Western systems (including Pasco, Mad Hatter, Lindrick. Consolidated and 

Aloha), the Southern systems (Golden Gate, Lehigh Acres and North Ft. Myers) and the combined 

systems. The Aqua systems were not included given the limited data available at this time from these new 

acquisitions, but it will be interesting to perform this exercise again in a year or two to contrast the Aqua 

systems with the other existing systems in FGUA. 

Benchmarking Results 

The results of the FGUA benchmarking exercise are summarized on Table I on the following page. 
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Table 1 

FGUA Benchmarking Summary 
AJI Utilities South Utilities FGUA 

Metric Basis Top Median Bottom Top Medial Bottom South West Total 

Customer Service Cost $/account 39.43 48.34 64.16 36.43 41.16 52.38 50.58 38.51 44.23 

O&MCost ~/account-water 210 340 470 233 257 331 
213 225 220 

$/account-sewer 271 344 468 259 345 426 

$/Wfj processed-water 1540 2002 2596 1627 1843 1939 
2366 2914 2&34 

S/MG processed-sewer 1535 2784 3673 954 1m 1280 

Debt ratio % 17.~ 31.6 47.8 222 41 53.1 65.4 99.4 78.8 

Water rates ~/month 20.17 25.86 33.59 20.2 22.47 25.14 58.89 54.80 56.54 

Sewer rates Wmonth 21.59 28.54 38.81 2126 27.73 29.51 71.38 68.18 69.91 

No. of employees Accounts/employee-water 730 479 389 789 718 493 
562 1004 783 

Accoonts/employee-sewer 849 504 388 648 535 460 

tiGJ/ employee-water 0.36 0.25 0.19 0.32 0.26 0.18 
0.15 0.19 0.17 

MGO/employee·sewer 0.32 n2 0.15 0.48 0.37 0.25 

Water loss rate " 114 4.99 7.85 0.76 5.4 13.9 12.9 11.9 U.4 

Sewer overflow rate Ovedlows/100 miles pipe 0.9 17 4.2 1.53 3.05 11.5 2.53 3.74 3.14 

Customer complaints #/100l customers 2 .. 63 114 30.4 1.35 3.00 12.6 4.27 221 14 



Amtlysis and Recommendations 

It is virtually impossible to find any two water utilities that are comparable, given their unique treatment 

systems, customer bases, permit requirements, operational procedures, capital needs and rate structures. 

This is particularly true when comparing other systems to FGUA, with its' geographic spread, diverse 

customer base and broad range of treatment technologies. Nevertheless, comparing performance metrics 

of the FGUA with other utilities has value, at least in determining whether the operational metrics fall 

within reasonable ranges of values. 

An analysis of the various performance metrics for FGUA as compared with other systems nationwide 

provides the following conclusions: 

I. Customer Service Costs- FGUA 's costs are comparable to those of the participating utilities 

both nationally and across the south. The FGUA numbers are actually skewed a bit on the high 

side by the South systems, where three Customer Service Centers are operated compared with 

only one center in the west. 

2. O&M Costs- The FGUA O&M cost on a per account basis falls within the top quartile of other 

utilities, but toward the bottom quartile on a cost per million gallons processed basis. The best 

explanation for this phenomenon is that FGUA customers use about 4500 gallons per month on 

average, while the average usage for the benchmarked utilities in closer to 6500 gallons per 

month. 
3. Debt ratio- The average debt ratio (total liabilities/total assets) across all FGUA systems exceeds 

78%, substantially above the bottom quartile across the US and the South. This was an expected 

result, given the high price of the FGUA acquisitions, deteriorated asset condition, and recent 

timing of many of those acquisitions, especially for the Western systems in Pasco County. Over 

time, this ratio will reduce as bonds are paid down for any particular system, but may not help 

FGUA overall as it continues to acquire new systems each year. 

4. Water/Sewer rates- lt is also not surprising that the average water and sewer rates for the FGUA 

systems exceed the bottom quartile for rates from the surveyed utilities. However, since we' ve 

discovered that the average operating cost per account is low to average, the high rates are being 

driven by the high debt service from acquisition and capital improvement needs. 

5. Number of Employees- This metric attempts to evaluate whether a utility is being operated with 

the correct number of employees. The results in this instance are very similar to the operating cost 

comparison (not surprising since labor costs are the biggest driver of operational expense), where 

the number of accounts served per employee is within the top quartile of perfonnance, but the 

number of MGDs produced per employee is in the bottom quartile. Once again this difference is 

driven by the average water usage per customer being 40% lower for the FGUA systems. 

6. Water Loss Rate- The numbers on Table I would appear to indicate that water loss in FGUA is 

in the bottom quartile of performance. However, previous experience in Florida (where bacterial 

regrowth requires excessive hydrant flushing) indicates that an apparent loss rate (non-revenue 

water percentage) of between I 0 and I 5% is excellent. 

7. Sewer Overflow Rate- Overflow rates of around 3 overflows per 100 miles of pipe per month is 

right around the median number for the benchmarked utilities. It should be noted that wet weather 

13 



conditions resulting in flooding and system infiltration/inflow are excluded from these 

calculations. 
8. Customer complaints- The benchmarking data actually separate complaints into two separate 

categories-customer service complaints resulting from billing errors or customer service 

problems and technical quality complaints resulting from water quality, odors or other 

technically-based issues. The FGUA customer service call centers do not distinguish between 

these types of complaints, hence we have combined the two types from the data base and 

compared the sum of the two with the FGUA complaint results. In this case, while the overall 

number is toward the bottom quartile of performance, there is a dramatic difference between the 

South and West systems, with the West showing five times the number of complaints than the 

South. This difference is believed to be the result of higher rates and newer acquisitions in the 

West, and the fact that the call centers do not differentiate between an "inquiry" and a 

"complaint". This metric require improved data collection for accurate assessment in the future. 

In addition to the metrics discussed above, there were other metrics of interest to the FGUA for which the 

operational data does not exist at this time. Specifically, it would be interesting to track the billing 

accuracy (number of adjustments per I 0,000 bills sent), and the system renewal and replacement (R&R) 

rate as a percentage of total system assets. Current contractor billing adjustment data do not distinguish 

errors from other routine adjustments, such as deposit referrals. 

It is recommended that FGUA revisit the benchmarking effort in another year or two when the Aqua 

~ystems are fully integrated and the operational processes stabilized. It is further recommended that any 

of the benchmarking data of interest to the FGUA be collected consistent with the numerical values 

reported for inclusion in future analyses. 
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Conclusions 

Section 5 

Conclusions and Recommendations 

The following summarizes the fundamental conclusions from the Contract and Benchmarking Review 

conducted by WetCon. 

• The USWWT team and the various agreements outlining the services provided have served the 

FGUA and its' customers well over the past five years. 

• A number of issues have been identified through our review of the USWWT agreements and 

discussions with GSG, USW, General Counsel and Utility Counsel, including: 

o Staggered time frames for each system agreement 

o Limited flexibility in pricing 

o Utilizing one contractor for comprehensive set of services (O&M, customer service, 

meter reading, billing, R&R) 

o Individual systems require complicated cost allocation 

o At-risk due diligence 
o Responsibility/payment for consumables (power, chemicals, fuel) 

o Stipulated penalties generally not practical 

o No formal annual performance review process (KPls) 

o No "termination for convenience" clause 

o Inconsistent application ofCPI adjustments 

o Contractor mark-ups (10% + 8%) on the high side 

o Hourly rates not reviewed in five years 

• A series of short-term and long-term recommendations have been made to address the above 

contract issues. 

• GSG has been a valuable partner to the FGUA since 1999, and its current agreement extends 

through September 30, 2019. It has been recognized for providing quality management services 

by both independent bond rating agencies and annual FGUA Board reviews. 

• The GSG agreement was reviewed and a series of recommendations presented related to 

timeframe, compensation, pricing adjustments and oversight. 

• A benchmarking exercise was completed, comparing a number of FGUA operational metrics with 

water and wastewater utilities both across the U.S. and the southern states. 

• FGUA compares favorably with the bench marked utilities in the areas of customer service cost, 

O&M cost, number of employees, water loss rate and sewer overflow rate. 

• FGUA compares less favorably with the other utilities in the areas of debt ratio, water and sewer 

rates and customer complaints, although the customer complaint data may be skewed by inquiry 

calls being labeled as complaints. 
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Summary of Recommendations 

A number of recommendations are included throughout the previous sections of this report. Those 

recommendations are summarized below for ease of review and tracking of the implementation process 

moving forward. 

USWWT Agreements (Short-term) 
I. Reset all subsequent contract end dates to the renegotiated Aloha and Consolidated agreements, 

likely sometime in the fall of201 8. 

2. Redefine "repairs" as distinct from "renewals and replacements", and simplify the $7,500 

deductible issue, either by adopting the language in the Aqua agreements or establishing new 

contract language. 
3. Do not modify "right of first refusal" language for R&R implementation, but proceed with 

procurement of on-call specialty contractors as appropriate. 

4. Consistently apply the CPl- U.S. City Average-All Urban Customers to index pricing adjustments 

across all compensation agreements, and add a 4.5% cap consistent with the GSG agreement. 

S. Review and renegotiate the 18% markup on direct costs. 

6. Review hourly rates for consistency with local marketplace and adjust as necessary. 

7. Develop a formal annual performance review process to include 5 to 10 mutually acceptable Key 

Performance Indicators (K.Pls) as part of an ongoing monitoring and continuous improvement 

business process. 
8. Eliminate stipulated penalties (liquidated damages} where appropriate, and clarify for 

workability. 

9. Continue investigation of bulk chemical purchasing and incentivize operational energy savings. 

I 0. Add a ''termination for convenience" clause. 

II . Clarify meter testing and replacement language. 

USWWT Agreements (Long-term) 
l. Create flexibility for future procurements by looking at regional operations and/or segregation of 

services. 

2. Consider regional consolidation of systems to enhance efficiencies and improve customer service 

to the extent practical and permitted by bond covenants. 

3. lmplement performance-based compensation as a natural outgrowth of the K.Pis and annual 

performance review process. 

4. Consider implementation of Advanced Metering Infrastructure (AMI) to reduce field services 

costs and improve reliability and billing accuracy. 

5. Reduce FGUA dependence on at-risk due diligence for future acquisitions. 

GSG Agreement 
I. Maintain GSG contract timeframe end date at one year past end date for O&M agreement. 

2. Retain current pricing model for Management Fee, CJP Administration Fee and Developer 

Review services. 
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3. Review and renegotiate pricing for inspection services. 

4. Review hourly rate schedule for consistency with local marketplace. 

5. Maintain current approach to pricing adjustments for both inflation and system growth. 

6. Conduct an annual Management Review of GSG services to ensure consistency with the contract 

requirements. 
7. Develop an annual perfonnance review process to include 5 to 10 KPls, similar to the USWWT 

recommendations. 

Benchmarking 
I. Conduct a similar benchmarking analysis in one to two years to include the recently acquired 

Aqua systems. 
2. Collect customer complaint data (both customer service and technical quality) consistent with the 

A WW A approach for future benchmarking activities. 

3. Collect billing accuracy data consistent with A WW A approach and add metric to future 

benchmarking analyses 
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Appendix A 

Benchmarking Calculations 
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Mtttt Counl: (J.,•l0, 2012) 
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Debt~tlo 

Utnity System: Golden Gate lehl&ft Acres NFM South Group Pasco Consolldllted Undrldc West Group FGUA 

DATA 

Total Uabllitles $ 43,632,050 s 74,986,295 s 68,487,119 $ 187.105,464 s 130,002,630 $ 27,127,350 $ 26,401,863 $ 183,531,343 $ 370,637,307 

Total Assets $ 43,361,866 $ 99,160,265 $ 84,498,920 $ 227,021,051 $ 123,660,493 $ 26,174,652 $ 25,434,241 s 175,269,386 s 402,290,437 

Add back GASB 65 1,333,408 2,506,674 2,108,092 5,948,174 3,432,126 415,017 457,181 4,304,324 10,252,498 

Add back Accum. Depr. 15,802,779 34,047,023 3,089,844 $ 52.939,646 4,716,836 216,788 165,103 s 5,098,727 58,038,373 

Adjusted Asset Base $ 60,498,053 $ 135,713,962 $ 89,696,856 $ 285,908.871 $ 131,809,455 $ 26,806.457 s 26,056,525 s 184,672,07 s 470,581,3()8 

Debt Ratio 72.12% 55.25% 76.35% 65.44" 98.63% 101.20% 101.33% 99.38% 78.76" 

Benchmllrk data point (Rea loon 3) South 

TopQuanlle 22.2% 22.2% 22.2% 22.2% 22.2% 22.2% 

Median 41.0% 41.0% 41.0% 41.0% 41.0% 41.0% 

Bottom Quartile 53.1% 53.1% 53.1% 53.1% 53.1% 53.1'N> 
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Appendix B 

FGUA Board P~esentation 

June 20, 2013 



Contract and Benchmarking 
Review Workshoo 

Aorida GoYfftlmental Utility Authority Board 
June :10, lOIJ 

USWWT Contracts Review- The Good 
It works- customers well served since uswwr on 
board 

No significant contr.tet disputes since initial 
agreement 

Maintained permit compliance! 

High marks ror customer service 

Demonstrated ability to ildd/delete systems 

Benchmarking generally favorable 

USWWT Contracts Review· Major Concern 

Definition of Renewals, Replacements and Repairs vs. 
Capital Improvements 

S75oo deductible 

. 

7/23/2013 

Scope of Services 

1...._.. 

Review of current.1g.wments 
USWWTw/FGUA 
OIMr\JSW ~ments 
GSCiw/fGUA 

Meetings with GSG. USW .1nd FGUA Board 
Industry ~chm.uidng (1011 AWWA Dcnchm;uicing 
Surwydatl) 
EViiiUilte contr.xt ~h.lnccmcnts for worbbility, cffici ency 
.and .lCCOUntlbility (best pl'ilc:tin-,) 
Develop recomrncnd.ltions 
FGUA Bo.lrd Workshop (June :to) 
OrafiJRnal Report 

USWWT Contracts Review- Issues 
St.lggm:d tlmcframcs forNCh system .Jf!.ffi!mtm 
Umltro Ot"Xibilicy in pridnK 
Riding oM ho~ fM COIII(Irehcnsl~~~ of services (O&M, 
C'USiomer scrvlcl:, m~tcr rc.tdlng. billing. R&R) 
lndlvldu.ll5)11ttms require romplic;ued COSt ~lloc.xion 

At-risk due diliscnC'C.' 
RcspoiiSibilicy/paymmt forconsumablcs (powt1'. chrmic.lls. 
fud) 
SlipuLllcd pcn.:~ltlcs~ntr.llly not pr~ctic:al 
No ~nn11.1l ~norm.1n« rn~ proa:ss (ICPis} 
No "tt:nnirwtkln forronvcnlcntt" doluK 
Inconsistent application of CPI adjurtm<!IIU 
Conti'3Ctor mark-ups (JO% + II%} on the higluido: 
Hourly rates not~~ in fi~ ~.ln 

Recommendations 
Near-term (September :WIJ renewal) 

Long-term (s·yearwindow) 

1 



Near-term Recommendations 

~·~ 
~linltlon of capit.tl vs.. rrnew~ 
& ~pl.xemenl5 (R!.R) 

JJ500 deduruble 

~ml contract timtfnm~ 

Ri8J!t of li rst mDS.ll on R&R 
work 
Pcrfonn.1ncr n:vi<.'W procaos 

Rc:commcmh:d Avvro>ttb 

~c:li~ R&Ras mainJ"IWK1! 
c.:Jpit.>l 
Tl'l'oll l'l!p.lirns O&M and 
c:onskler MlcR Fund 
Rad o1U contTolCIS 10 Sq>t. ~o8 

No USWWT contract~. 
but piUCUI'I! on-Glll ron tractors 

Esr.1blish KPis and condun 
annu.1l ...,.;e.. 

long-term Recommendations 
Create OeJolbility for futul'l! 
p~UCUremt'nts boJ8) 

Gocglaphic"'!!iono 
Stplr.w~ Kt\11« contr><rr 

~01\.11 systems. bud~IS and ~<~riffs 
l'nform.lfln--b.lscd com~nSoltlo n 
AMI/AMR lmplrmcnt.ttion 

Enlwt...t aJM<>mtrKf'¥1~ 
lmpi'O¥ftl bii~"'IKCUr3(')' 

··~"'" 4etoctlon 
At risk due dili&e-'llcr 
!-uF«I~<UU ...., USW 
but .... inUil\9/18 .,.. d.al'l! 
s .... n., .... II>CIC. bklt~work 

GSG Contract- Timeframe 
February 14, 1013 Amendment resets ending date to 
September Jo. 2019 

One year past renewal end date for USWWT O&M 
Agreement 

Recommendation: Maintain at one yi.'Or ~nd ending 
dare ofO&M Agreement 

7/23/ 2013 

.-.-

Near-term Recommendations {cont) 
[~ 

Stipulated pcn.1lt~ 

Tcnnin.nion for convenlencr 

CPI adjustment 

Contractor marl<· ups 

Hourly rat..s 
Consumables 

Rs:.c!.uui:!Wulc.'(( Atl Jt[QdC b 
R._ whtl'l!;,pf'IVflr\.l(uJ>d hoc!~ 
coot to awftCt ct.usc: 
Add"""""' cl.wK with JerntliWOon 
fee 

lie> l<'w I ,.,.u., .u ~ f'P"'O'riat~ 
Conslckrbullc purc!UH ol d~JIIicoals. 
lnC"Ondvnfi>rpowncun.umptlon 

GSG Contract Review 
I15Surs indud~: 
Timc:fr~me 

ComPt'n.wtion 
M.lN;.ment "-: 
CIPAdminillrotloo 
lnspKtion~ 

O ...... lop-IU""'~ 
Addlllon.ll ~"'loes 

Pricing Adjusr:ments 
Oversight 

ll.uic n. ...Wition.lktVIca 
f't~~ltYtlon(I(J>I•) 

~~~~~matt-

-Stro!Cl<Sfft Fl...t l«dcriwd ,_...., 
muldpllc\oon-
..r..ry 

C1P s. .... uMsrot. 
Adnllnlli,..IOA r..., 
I~ H"""rn•ubott4 
Son len on ).91 mublpllc\o 

~ F<a...m...trrom 
~- d ... lopon 

AddllloNI lloarly raw 
Scn-i<a -.,,. 

Ptolltallithlclo• 01( 

>dll..buJ......JI 
mwlllplj...-.. b<low ,.... 
s,,.,.._ .. OK ·-Moltlplltubow ~And 
rnultn for mwp>Llolt 
l"'f'Mion ~ 

Goo<l•ppn>odl OIC 

llotni>OI~ ~ Jl_...., 

-· 
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GSG Contract- Pricing Adjustments 
Annual CPI adjustment for Basic Services Fee and 
hourly rates, c011pped at 4·5% 
Basic services fee ildjusted for system growth@~ of 
the percentage change In the irVffilge number of water 
and wastewater accounts 
Similar provisions in uswwr Compensation 
Agreement, eJ~Cepc: 

Noapon CPI adjustment 
fff in cruse pi'O(Iortlonal to ERC growth 

RccomTJKndatiOil• Consistency In ogi'I!Cments when 
appropriate 

Industry Benchmarking 
U!lliza!II.WW/1 'l'er&!rm.>ncr lnd!Qttws 
fOr WMff~nd W.-ttw~ttr Utllltln: Surwy 
D.11.1.and .l\nolylls hport' (:IOU) 
Baed on Qw.ISeM! benchm.ul<lng 
~~-(joint 1\WWI\JWEF 
mothodui"'!Y) 
Ev•ha.rl'd 11 P<'rfo"""""' ('rltfN 
~nchnwork<I"Pinst aD US a>mblnod 
utllitl .. ln llln"'f ~D<I t~ lruoulhnn 
us 
So~dou Jlremtl Top ~rtlle, Ml'dwn 
•n.d l!ottona Q ... rtlle A 
E~al<Mml RillA Soul h. Wc:st •ncl ~ 
(no 1\qu.~ dit.ll 

Benchmarking Summary 
CUSUlmcrSC!f'Vice costs an high in the South, low in the 
West 
O&M costs are low 011 3 per account basis, but hi~ on a per 
Mgal basis (FGUA has low Jli:Tc.lfllta c:rmwmption) 
High debtr.~tio dri~'S very high r:Jtcs 
F.flkient usc of employee resources 
Water Joss consistent with Florida (high temp/high 
humidity) oper.~llon.~ 
Sewer overflow performancr is e.xcdlent 
Customercompl.lints.li'C h.iRh in the West, when:d3~ m;,y 
be imj)ilCU'd bY reponing ,,(~inquiries': Complaints also 
skewt'd by high r.lte:sand nl'Cded improv~mcnts lOr 
;)CQUin:d S}'Siems.. 

7/23/2013 

GSG Contract- Oversight 

~ 
All GSG task ordn-5 to flo.ud 
Ro~ or G~nrral Coumrl 
B.ulc V5. Additionil Stnice 
No;mnwl pniUrrnaJn 
rrview process 
OYrrsiglu altrmatlves 

Rc:comnu:ndjllion 

Continue practice 

OrfiiiC!/I'l'ViSUS ~ 
Rev;n./rrviseas appmprldtr 

Eat.1blbh KPlund ~norm 
olllnlloll~ew 

Consider Annual 
M.tn.lgl!fT!mt Audit 

~ 

FGUA Benchmarking Results 

""' -. - -a-- ., ......... ,.., ..... )1.,. .... c-........ ,_ ... ~ "' "' .. .....:... - .... - .,., 
._ ... ... ..... - "' .... 
w ..... - - ...., ---- - ..... "n ~,. .,,. 
.... .._... ~ ,.,. ... m ... _..,...,.. .... . ,. .... ... 
w ........ ,., .. ..,. .. ... ~· -- ·~ ........ '" )01 ., '" ..__ ·-- '" - .... .... 
~ 

Next Steps 
Draft repon from Wet Con due by July 15 

Review /approve recommendations 

-
"''' ... .... .... -.... -... .. .,.. 
'·" 

Initiate negoti;uions with USWWf for September 
contract renewal 

c-w...o 

.., 
... .... ,. . .... ... ,., ... .. ... 
... 

~ 
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