RECORD OF PROCEEDINGS
MINUTES OF A SPECIAL MEETING

OF THE BOARD OF DIRECTORS

GENESEE WATER & SANITATION DISTRICT
HELD
Tuesday, March 8, 2011at 3:00 p.m. 
Office of Richard P. Arber Associates
198 Union Boulevard, Suite 200
Lakewood, Colorado 80228
ATTENDANCE
A Special Meeting of the Board of Directors of the Genesee Water & Sanitation District of Jefferson County, Colorado was held as shown above, and in accordance with the applicable statutes of the State of Colorado with the following Directors present and acting:

Gary Anderson

Thaddeus Spack
Bruce Strand – Telephone

Jim Rouse
Also present were Scott Jones, District Manager; Timothy Beaton, District Attorney; and Pat Mulhern and Mitchell Chambers of Mulhern MRE.

CALL TO ORDER
Gary Anderson called the meeting to order and opened for discussion the only agenda item, the Mulhern Project Report.
DISCUSSION OF DRAFT REPORT BY MULHERN MRE, INC. ON OPERATIONS REVIEW

Pat Mulhern began by explaining the purpose of the report.  The Board was concerned about a number of violations it had incurred over the last few years.  The violations continued after discussions with staff, and the Board needed direction on resolving the issues to minimize future violations.

He noted that the report is the product of a quick, high-level review of the District’s operations and described the three-week process of gathering information for the report.  He, Mitch Chambers and Terry Cunningham (a long-time operator) met with Board members, staff members, including Scott Jones and John McWilliams, and toured District facilities.  The goal was to identify known and future risks to the District based on an investigation over just a snapshot in time.
Mr. Mulhern began the discussion of the report by explaining that they had made four general observations over the course of preparing the report:
1. Mulhern MRE believes that the Board and management are not aligned on critical items, issues or directions.

Mr. Mulhern explained that that observation is all about communication, and communication is so important in our business.  If you are not communicating well, things aren’t going to go well.  Mr. Mulhern reported that the Board and Director Anderson emphasized over and over to him that violations that the District has seen in the last few years are unacceptable.  The Mulhern MRE report questions whether the Board and the staff are fully aligned on this issue.  In talking to Scott and the staff about it, Mr. Mulhern thinks that Scott and the staff recognize that violations are not good, but may not agree with the Board how unacceptable and how bad they are.  There may be a needed communication from the Board and management that these things have to be eliminated and the District has to bring the resources to eliminate them.

2. The Board and staff may not be fully aligned in terms of investment to make sure these violations don’t happen. 

Mr. Mulhern stated that Director Anderson has emphasized a number of times that the Board is willing to make the investments that are necessary to achieve that goal of eliminating violations.  On the other hand, we got with Scott and staff, they had a different idea of what that meant, with a bias that there are limited funds and we have to be careful that we are looking at every expense to make sure that we are being economical and only doing the things that we think are absolutely necessary.  So I know that’s a fine line, but it’s a bit of a different interpretation.  One says we are going to bring the resources to the table, the other one says well we are, but we have to be sure that we are operating within the budget, that the financial committee is on board with this, and that expenditures are done in manner where we know that we are getting the lowest and best prices for things.

Director Anderson:  I can easily take the responsibility for improving the clarity of the message to the entire group.  I feel like I’ve been very clear with Scott and my guess is that he would agree with that.  But, I think that somehow we’ve got to get that message to everyone with the District especially the operations.

There is a brief discussion of change and how people respond to it.  Pat noted that an emphasis on capital investment may be a change in direction from the District’s past Boards.
The group then began a discussion of the District’s capital planning.

Director Strand:  Are you making that observation with the knowledge of the 35‑year data base in mind?  Did you have access to the investment plan of the District that the Board had approved based on what staff had presented?
Mr. Mulhern:  We’ve seen the more recent capital planning of the District.  I think where we are coming from is we know from experience in dealing with Districts and risks that to minimize or eliminate risks, the dollars go up.  When we got out with Scott and staff and looked at various facilities we noted that there are a lot of things in new facilities with new technology and the ability to collect data and evaluate it and so forth that are not apparent in the existing District facilities.  So when we look at that there are capital things and they are not necessarily huge things, but there is a capital investment here that we see is missing.  Specifically we looked at the water treatment plant which is an older facility and a lot different than the ones we are used to looking at, and we are not experts in treatment, that’s where we have to rely on a guy like Arber.  But we see some facilities there that our observations say need some upgrade and I think it’s up to your staff, with whatever consultants they need, to develop a plan and present the Board with options for levels of capital investment with the costs and benefits of each level.
The discussion of the District’s strategic plan and whether it includes a new water treatment plant continued in large part between Mr. Mulhern and Mr. Strand.  Mr. Strand pointed out that upgrades to the existing plants were planned but not a new plant.  Mr. Mulhern explained that he did not evaluate whether a new water treatment plant was needed  He concluded that one reason for the violation issue relates to having an old plant that has very little automation, that has very little in terms of automatic data collection or analysis and in our opinion makes it tough to operate within the parameters that they have got to meet the drinking water standards.
Director Anderson:  In the context of this $72 million plan, we don’t have gaping holes, we have small holes.  If you look at in a single year, we might have a large impact if we choose to emphasize certain enhancements early rather than later.

Tim Beaton and Gary Anderson discussed that the capital plan should be evaluated in light of this report and the holes plugged sooner rather than later.  The Board needs to consider how to prioritize the plugging of them so that we are making as much progress towards this target zero violations as possible as early as possible.

Mr. Mulhern :  There is some focus in the report on the water treatment because that’s where significant violation has and is occurring.  Maybe we should have commented more broadly.  But you know you’ve got an outstanding waste water treatment facility that the District was fortunate enough to have extra dollars through EPA grants at the time you have a lot of redundancy and capability in that existing facility as far into the future as I can imagine.  Sure there are some things to do there at the waste water plant, but not much is needed there.  Plus you’ve been doing new lift stations that are absolutely fabulous facilities and new faster lift stations, plus you’ve been doing terrific renovations of the PRVs housed in the system.  So when we look at the holes in the system facility wise, there isn’t much beyond the automation that would support some of these facilities.

3. Mr. Mulhern then turned to the third observation “value of staff.”
First, the Board and staff need to be aligned.  If you are not aligned and you don’t see the value in what you are both trying to achieve it is going to lead to friction that is overall problematic.  You have a lot of good people there who know what they are doing and bring value in specific areas.  In other personnel areas we think there are things that are lacking.

He reported on what he saw as the strengths and weaknesses of District employees, including Scott Jones and John McWilliams and their management styles.  Mr. Mulhern characterized both Mr. Jones and Mr. McWilliams as hands-on operations oriented employees who have come up through the ranks and have become managers.  He stressed the different nature of management versus operational skills and identified a weakness in management skills.  He continued:
There seems to be a significant lack of in-house training, the development of standard operating procedures and internal communications among all the staff and operators so that they can learn from each other and be informed of what everybody is experiencing through the operations in this District.  Pat explained that he understands that all employees are involved in operator training, but need help applying that training to this plant, coordinating among shifts and learning from real situations.  He proceeded to discuss the District’s encouraging employee licensing and education and how those things effect change at the different facilities and emphasized again the need for proper in-house training.
4. Mr. Mulhern then began the discussion of observation 4 on SCADA and automation in general:
Over the years I would tell you that treatment processes have gotten better and facilities have gotten more efficient and they last longer and all that kind of thing, but the greatest improvement in facilities in the last twenty or thirty years is an automatic operation and data available immediately to operators so that they can make the decisions that are necessary to make sure that you don’t go out of permit.  So as you get in here you talk about automation, but it’s automation in operating valves in facilities, it’s automation in automatic data collection, and automatic data analysis whenever you can do it.  Now not all of the data lends itself to that but some of it does.  So if you then can combine better information with your SOPs , then your risks of problems in a facility go way down.

Thaddeus Spack questions whether automation, data collection and analysis are part of the District’s capital replacement plan.
Scott Jones explained that they are not.  The capital replacement plan is strictly replacement of the existing facilities based on best estimated life expectancy.  There are a few small things in there but in reality that plan is strictly for existing…. taking into account new regulations, new technology.

Director Spack:  So maybe getting to the state of your plan, we need to really refine not only what we are replacing but the technology that will come to benefit us in the replacement process.  If there is some way you could point that out in your report to us that would be helpful.  Because we are going to get the value in newness in automation and data collection through these capital replacements.

Director Anderson:  But we don’t have to automatically.  We need to make a conscious effort to invest in systems that include that because not everything will.  I’m going to give you a good example.  You’ve already got a water treatment control process for TOC that is going to control the downstream TTHMs because our new control system will better control the TOC that we allow to exist in the treated water.  That’s a new automated system, but Scott’s got what I call the big blue elephant down there.  It’s a bunch of old analog dials and relays and you lift it up underneath it is a maze of wires and it is 30 year-old control techniques.  We need to go in and replace that with more responsive data collection.  We need to get some data analysis and alarm generation if not decision making tools.  We need to replace that entire thing.  That is not currently, to my knowledge, in our capital plan in that way and we need to look and say if we invested $200 to $300 to $400 thousand dollars can we make that an automatically monitored and at least automatically alarmed system.  The margin of safety that we’ve got on the water treatment plant is considerably less than on the sewer treatment plant.  I think that’s why the focus has been on the water treatment plant.

Mr. Beaton:  But are there improvements in automation and data collection that should be recommended on the waste water side then?

Mr. Spack:  Yes.  There are additional tools that would make it a lot easier on the operator and if you want more reliability in your District.

Mr. Chambers:  Some of it depends on changing regulations.  For example, if phosphorous limits drop, your margin of error becomes less.  When you make replacements on both water waste and treatment it’s good to consider what those regulations look like today and potential for what might happen in the future so you can get the value you’re talking about.

Director Anderson:  I’ve asked Arber to give us a summary of pending regulations and tell us what impact that would have on what piece of your business if it is implemented so that we can begin saying alright if phosphorous goes to point one and it does that in 12 months what are we going to do to be prepared for it?

Mr. Beaton:  What about on the water distribution side?  Is there automation that would be helpful?
Mr. Chambers:  The biggest problem on the water distribution side is communication between pump stations.

Mr. Beaton:  On the waste water collection that would be largely the lift stations.  Is there any automation?  Because the lift station rebuilding process addressed automation to the point…

Director Anderson:  One of the things that they have recommended in here is a further investment in risk assessment and vulnerability investment.  And I am expecting Scott to say he is going to take this recommendation, create a proposal, find an appropriate contractor to help him with that, and bring back to us some additional investment that might be needed.  For example, Pine Drop was built in the early 90s.  It may be that Pine Drop represents a risk to us that is currently unrecognized and needs some additional investment.  Pine Drop does not look like Aster.  Do we need to go back; look at Pine Drop with a jaundiced eye depends on whether or not Pine Drop represents a reasonable level of risk to us.  I think we are going to have to take their recommendation for more risk assessment and more vulnerability assessment.  Because all they’ve really done is kind of scratch the surface here.  Out of the risk and vulnerability assessment Tim, will flow the analysis that you are alluding to.

Mr. Mulhern explains the recommendations.
1) Communication:  There needs to be a work session between the Board and management at least and maybe between the Board, management and staff.  But getting everybody on the same page.  Making sure that everybody is buying into the same program.  We expect that will solve a lot of issues very quickly.

2) Management of the District.  I’ve dealt with a lot of people that have operated Districts, and Scott is as knowledgeable as anyone that I know in the technical aspects of operating the Districts.  I don’t think Scott can do both at the same time.  I don’t think he can be the manager and the operations and construction and development specialist.  I think he has to be one or the other.  And I think a lot of it is what Scott’s comfortable with and what he wants to do.  I think he is a valuable asset, but I think you have to get the other piece in place.

3) Responsibilities of an Operations Supervisor.

4) Training and Protocols.  The supervisor is in a management role and his priorities  need to be related to making sure the guys are trained properly, making sure there are protocols, making sure there is communications and cross-training and being an overall leader overseer rather than somebody that is down at the plant trying to make it operating.
5) Risks.  Know where your risks are in relation to violations that have occurred, but are there other risks that you ought to be aware of and addressing before you have some kind of specific issue with?  What we did as part of our study is sit down with Scott and staff and talk about things that could be done to lessen the risks.  To me you have to take that piece and now develop it into a full vulnerability assessment that identifies each one of these items, prioritizes them based on the impact that they could have to you in terms of either violations or costs to fix.  Then have a set of protocols for each of those in place that says here’s what we are doing to reduce the risks for each of the items.  We have taken the first step to that.  I think the next step now identifies the key risks and through staff you look at the pieces that could go in place and you, as the Board, have to decide what makes sense from an investment schedule.

6) Planning.  I think it is just a refinement of the capital planning mostly related to these SCADA and telemetry pieces.  I think that this most important thing to eliminate violations is resolving communications.

The plan involves three things.  (i) There is the management plan; (ii) the operational plan of how to train, develop the protocols, and operate the facilities to minimize violations; and (3) the capital plan.  So number one solve the communications, number two establishes the plan and number three you send staff out to implement the plan.  You say here is the plan we agree on, staff you go out and implement this thing.  It should be staff’s responsibility to work with consultants to work through all these different issues to come back to you with a written plan of implementation and the costing of that and say we are off to do these things.  Tell us we are good to go.  And then finally you have to find out if staff really getting this done by observing staff and periodically evaluating them.  To me, on a plan like this that is such high priority now, there is a report to the Board every month on this implementation and what steps were taken since the last Board meeting and what are we going to do in the coming months.  I think it is probably a six month evaluation period on the plan.

Director Strand has to leave and is asked if he has any final questions or comments:

Director Strand:  I appreciate the candor and correct me if I am wrong, but what I am walking away with is our principal needs are communication, training and systematic overall management of the District.  I did see buried in the report you don’t have significant concerns about our people being under compensated either in terms of benefits or salary.  That the issues that I have just described are those that you feel are those needing the most attention.

Mr. Mulhern explained how they determined the compensation numbers.

Director Strand is not convinced that there is the right personnel in place for the new “level of expectations” and explains his thinking.  He explained that he thinks Scott needs to commit operations or management asks, rather than do both.
There is another conversation about Scott Jones and John McWilliams and Scott’s role as manager.  Mr. Mulhern stated that the report summarizes the responsibility of an operations supervisor and explained that Scott is probably in the best position to judge whether the current operator can perform those responsibilities and, if not, the manager must make changes.
Discussion continued around the District manager’s role in managing personnel and making personnel decisions.

A discussion followed about perhaps outsourcing certain administrative tasks.

Director Anderson:   That leaves us with 6.5 full-time employees with the half time person primarily answering the phone, typing documents and filing as necessary.  So we don’t really have many people focused on operating our District and we can’t afford to have a weak link anymore.  In my opinion we need a more rigorous process for identifying expectations of our employees, finding employees that can fill those expectations.  Frankly if we’re going to get results, we have to have everybody who is really capable of pulling their rank.  And if we are going to pay them to be people capable of pulling their rank, they better pull it. And part of the management expectation is we have to find those people and we have to employ them and, if we can’t do that, we are not managing our District.  My sense is that we have the capability.  Scott has the capability to do this if that is what he wants to do.

Director Spack:  In your analysis do you feel the District is understaffed?

Mr. Mulhern:  The administrative/management side appears to be understaffed.  One of the things that districts of this size frequently have on board is an engineer.  Scott’s been taking on that role.  And he is usually on the management side.  Manager and engineer and at least a couple of people in the office handling customer service, billing and so forth.  So our feeling is that side is lean.  On the operations side, the numbers look about right when you compare it with other Districts and what we’ve seen.  However, when we go into the District and look at your operations and see how many facilities you have and how many things you have to respond to and weekend calls and what not you could be short at least one person on the operations side as well.  I certainly don’t think you are overstaffed.

Director Anderson:  I think we need a manager-in-training or an assistant manager whatever you want to call it.  But I think we need someone intelligent enough and knowledgeable enough to be groomed for a longer term or broader role downstream.   And take some burden off Scott and allow him to focus on some of the issues that are really important.  I also think it wouldn’t hurt us to have some bright lower level operations person that can be trained and over a period of time can grow both financially and skill wise someone that is, I don’t mean this demeaning, but better than a gopher.  Not a fully certified operator today.  But we need somebody in there, and that needs to be somebody that we think is intelligent enough that we could grow them into a better role.

Director Anderson:  I think Scott could argue that he’s still suffering from some voluntary attrition in 2008.  But I would point out that we haven’t wisely backfilled in ways that are strategically important to us for the future.  And that’s a mindset that we also need to get in place both in Scott and in John or whoever the superintendent is.  Because if you’re not bringing in the right people to support you, you are going to fail no matter how good you are.  It is not a one man job.

Tim Beaton:  The difficulty is that you’ve got all these facilities that need to be operated with very small staff.  It speaks maybe to economies of scale.  What the Board should be looking at, as it has been, over time enlarging its service area to encompass other Districts because the small District is constantly going to be this source of dealing with turnover and these kind of issues.

Mr. Mulhern:  I haven’t seen another District being much more difficult to operate than this one.  You have so many pieces.  You have the two treatment plants, but then you have sewer lift stations, you’ve got water pump stations, you’ve got the PRD … and you’ve got people off-site having to come in to operate.  This is a challenging operational.

Tim Beaton:  So we just need to evaluate surrounding areas.  I mean that have waste water and water issues and so on.  You don’t necessary expand your boundaries without expanding your headaches maybe twofold.  But  that then requires more managerial effort and operational effort.  So you don’t really resolve these issues.  You perhaps even focus them.

Scott Jones:  You know one component that we really haven’t discussed is job functions here.  We got our water and wastewater operations going on but at the same time we’ve got customer service.  And that is very time consuming and the people in Genesee expect a lot and they expect it now.  And there are a lot of times in going out and doing basic flow tests with meters you know to determine if the people have a leaking faucet or whatever.  In about a month and a half we are going to be flooded with utility locates.  You’ve got that business you’ve got to go do it.  We get numerous locates whether they are main lines or our Dakota well lines.  I think I mentioned to you guys we’ve got two Dakota wells that we maintain as well.  And service lines.  We have a lot of people doing landscaping.  We’ve got to give them the best estimate where these things are at.

Director Anderson:  Do all districts provide free locate services?

Mr. Mulhern:  I don’t know anybody that charges for locates.

Director Anderson:  Well you guys make a good point in here that while Genesee’s per gallon cost of water is roughly equivalent to other districts, Genesee’s revenue per customer is lower because we have very low usage per customer.  And I think one of the things that our Board needs to grapple with along with Scott is how do we get more revenue into the District so a better job can be done.
Director Anderson continues his comments on adding employees and adding capital.

Director Anderson:  We need to find ways to enhance the revenue plan in the District in acceptable ways.  And our customers are not going to like that.  I’ve asked for a three‑year look at all the sewer lines within the District.

Mr. Mulhern gave an example of positive rate increase experience at Cottonwood Water and Sanitation District.

We put together an advisory committee and showed them what we had done in planning.  We asked them for input and it resulted in an advisory report to the Board.  Then we published inserts and billing stuffers three months in a row that talked about what was going on in simple versions that people would read.  We had two public information meetings where we invited anybody in.  We didn’t get that many people, but we got 6, 7 or 8 people in each meeting and they acted in a very supportive role.  Then we got to the public hearings and we didn’t have any objections to raising the rates.  It showed me that you can really communicate this to folks and they can understand what a big deal this is rather than just turn the faucet on and the water is there.  Take the time to educate the customers on why you need additional funds.  People are more understanding than you think.

A discussion regarding the addition of two employees and the money needed to do so followed.  Again the topic of hiring a consultant or part-time employee instead of a full-time employee came up.  The Directors discussed the fact that the report does not conclude that they support using resources wisely and are okay with spending the money needed to solve problems.
Director Spack:  In this time you spent doing this analysis you have come up with six recommendations.  And your fundamental recommendation is improved communications.  It’s not go out and buy more equipment.  So those are things we can focus on relatively quickly.
Director Spack:  I move we adjourn.

Director Anderson:  All in favor?

Ayes all around.
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