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Dear Ms. Erlandson:

Management Partners is pleased to transmit this report which details the results of the
coordination/integration study initiated by the six public agencies constituting the Tri-Valley
Utilities. The purpose of the study was to build upon the agencies” successful history of
cooperation and shared services to consider new collaborations that would be of mutual benefit
to the public. This study was also intended to provide information to the Alameda County
Local Agency Formation Commission (LAFCo) about existing and potential future
collaborations and service integrations.

This study was the first phase of a longer range project. Working at a high-level threshold, it
identified a range of possibilities for future cooperation and integration, either at the service or
functional level, or at an institutional level. Each opportunity will require full analysis in
subsequent phases to ascertain specific cost savings and feasibility of implementation.
Additionally, stakeholder engagement will be essential to help determine future direction.

This report is rich in detail about the Tri-Valley agencies” current cooperative efforts as well as
those that may be worthy of consideration in the future. In addition to discussing the approach
used to carry out our work, the report contains financial information about the agencies, as well
as information about services being provided.
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We have appreciated the guidance of the Steering Committee throughout the project. The Tri-
Valley Utilities have a strong foundation from which to build additional collaborations.

Sincerely,

-

Gerald E. Newfarmer
President and CEO




Results of Coordination/Integration Study
Phase 1
Table of Contents Management Partners

Table of Contents

EXECUIVE SUIMINATY .oveeiierereintnteeitctceintseetntseetssssessssse e sssassssessssssssesssssssssssssssssssssssssssssssssssansns 1
CaSe STUAILS ... s 2
RESULES ...t e 3

Operational and Support Integration Opportunities ...........cccccevevvvivciriiineiiiisiiniieciieins 4
Major Integration OPHIONS ........cccvvveveiiuiiiiiiiiieieic et 5
Governance and Implementation ISSUEs.............cccoviiriniiiiiiiiiiiiiies 7
Implementation CHAIlENGES..............ccovvvviviiiniiiiiiiiiiiiciie s 7
INEXE SEEPS...eciitiii e 9

Project Background and Approach........cciiniiiiinnceninnnsessesssssseseas 10
Background ..o e 10
APPTOACK ...ttt 11

Review and Organize Financial and Operational Data ................cccocoevvvveiviiviiiiiniiiniiiiennns 12
Conduct Interviews with Tri-Valley AGENCies ............ccovvvvvviviviiviieiiiiieieieieieieieieieeieecns 12
Identify Common Services and FUNCHONS ..........ccovvivrueieiiiiiiiiiieieiciiiiiceeieessee e, 12
Research Case STUIES. ............c.cviiviiiiiiiiiiiiiiiiiceccicec s 13
Identify Economies of Scale FACLOTS..........ccccoveiviiiiiciiiiiiiiiiiciciciiciecicicce s 13
Identify and Categorize High Value Opportunities............ccccvvvivvvivciniicciniieiiiiiiccnas 14

Overview of the Agencies and Existing Collaborations 15

Tri-Valley AGENICIES......c.civiiiiiiiiiiiiciiiiciie e 15
2018 7 WALET AQETICY ...ttt 15
Dublin San Ramon Services DISTICt ........cvvvviiiiiiiiiiiiiiiiiiiieisiseie e 16
CItY Of DUDLIN ..o 17
City Of SAN RAIMOM ..ot 17
CHtY Of LIVCTINOTE ..ot 17
CHty Of PLOASANEON ...ttt 18

OULSIAE AENCIES.....ouoviiiiiiiiicc e 18
California Water Service Company (Cal WAter) ..........cccoovvvvvvioviiiicicieieieieieieieeiecccccas 18
East Bay Municipal Utility DiStriCt........oovvviiiiiiiiciiicicieicicicee e 18




Results of Coordination/Integration Study

Phase 1
Table of Contents Management Partners
Central Contra Costa Sanitary DiStriCt ..........ccovvvvveveiivieiiiiiiiciiiiiceccec 19
Livermore Amador Valley Water Management AGeNcY .............cococvvveveeieereieisererecncncccncnns 19
East Bay Dischargers AULHOTIEY .......c.cueveveuvuriciciiiicccccictccsee e 19
DSRSD-East Bay Municipal Utility District (EBMUD) Recycled Water Authority ............ 20
Alameda County Flood Control and Water Conservation District...........c.ccccevvvevvvivevinnnnnn. 20
Contra Costa County Flood Control and Water Conservation District.............ccccocuvvvvevnnne. 20
Alameda County Public Works (Castlewood Community Services Area).............ccccevevnune. 21
Continuum of Collaboration to Integration: A Framework............ccccoeiivnniiiniiiininnne. 21
Description of Each Type of Integration and Collaboration Opportunity.............ccccecvucunes 21
Financial and Statistical Data............ccccoviiiiiiiiiniiiii s 26
Service AT@a IMAPS......cvoieiiictcictcictccc s 29
Opportunities for INtegration.........iicciicsesese s aeaens 30
Economies of Scale FaCtOTs ... 31
Operational and Support Integration Opportunities............cceeccviiiinininniceeeeeee, 33
OSI 1: Expand Utility Fleet Maintenance Integration ..............cccovvvvvivinccnininccnciiniencan, 34
OSI 2: Integrate Operation and Maintenance of Wells............cccccccovvvvivivincininnccniniienan, 35
OSI 3: Integrate SCADA Systems for Pump/Lift Stations.............ccccceceeveveveievevereccccicnns 36
OSI 4: Integrate Water Conservation PrOGYAMS ...........c.ccovvvvveveveviviiiieieieieieieieieieieescesccncns 37
OSI 5: Integrate Utility Information Technology (IT) FUNCHONS..........cccceeuvuvivciciiiiicicicicaans 38
OSI 6: Integrate Inventory Control and Management..............cccocvvvvevvirincininnccnininiencnnn, 39
OSI 7: Integrate Meter Reading SErVICES ..........ccccovvvueiviiiiiciiiiiiiciiiieieciciseciseec e 40
OSI 8: Expand on Laboratory Services INTeQIaAtioN. ..........ccvvvvevucuiviiieiciiiiiiiiciiiiieieiccsieienan, 41
OSI 9: Integrate Construction and Engineering ServiCes............covvveiviviieiviiieeensiiinencnnn, 42
OSI 10: Integrate Regulatory Compliance, Environmental Management, and
Security/Vulnerability SYSIEMS...........ccccvviviiiiiiiiiiiiiiiiiiciccccc 43
OSI 11: Integrate Sewer Collection System Maintenance ................cocoeeeveveuereecccccccnnns 44
OSI 12: Integrate Water Distribution Systems Maintenance................ccocvvvvvvvvceviinnnnnnn, 45
OSI 13: Integrate Closed Circuit TV Inspection of Sewers and Storm Drains....................... 46
OSI 14: Integrate After-Hours Call Out/Emergency Response...........ccccvvevvvvvcvvriniennn, 47
OSI 15: Create Contract Labor Pool Management...............ccovvcvvivvcininincininineiiieiencann, 48
Sorting of Operations and Support Integration Opportunities............coovvvvvivicvciiriciennnn, 49
Major Integration OPtiONS ........c.coiiiiiiiiiiic s 50
Sorting of Major Integration OPHIONS ..........ccceeivireeiniiieieiiirieeiiee et 56
Lessons Learned From Case Studies .........eeeeecicinisininiiiniciciciciencnccnscneeesssssssssssssssssssens 59
AVANLAZES ...t 60
Considerations when Contemplating Consolidation............ccccevveueiiinieinnecininicccines 61

ii



Results of Coordination/Integration Study

Phase 1
Table of Contents Management Partners
Protect RAte PAYETS..........cooveveiiiiiiiiiiiteieiceett e 61
Carefully Consider Structure and GOUEITANCE ............cccvvvevruiiviiieiiiiiiieiciiisecicsenns 62
Ensure Political WIll EXISES.........cccovviiiiiniiiiiiiiiiiiiiiiiisiciiisie it 62
Consider the Impact of Infrastructure INVESHNENT .............ccvvvvveviiiiiiniiiiiicicicic, 63
Full Consolidation versus Service INteGration .............ccoeeivivvviiiviiiniiiiiiiiiicieeieseecnas 63
Future Potential Sharing of Services for Stormwater Utlities ...........coovvvvvvvvvnineiiriiiicnnnnnn, 64
Role of the Local Area Formation Commission (LAFCO) ..., 65
GOVernance MOEIS......eeeeeinieisieitnissseeeeeee s s s sssssssssssssssssssssssssssssessssssssssans 66
IMplementation ISSUES.......cuiicinintiiiiitiincnninccesesssessesseesssessesessssssesssssssssssssassssssans 74
Transparency and Effective Communication..........cccoeeviviiiiiiininiiininiiiiiniccicccecne 75
Checklist of Implementation Factors to Consider: Challenges and Impediments for
Service or Institutional Integration ............ccceeuviviviiiiiiiiiis 75
Conclusion and Next STEPS .....cviiirniiiiiniiiiiiiissssssssssssssssssassssssssaes 79
Attachment A — Baseline System Statistical Data..........ccooeeeeeeeeeereeeeeieietctetsssnenenenenennen 80
Attachment B — Tri-Valley Financial OVerview .........ieeeenenenniinssssessssssseseseseseneans 86
Attachment C - Tri-Valley Utilities Service/Function MatriX..........cocevuvuruvususnsnencnsnsnsnssenesenencncnens 95
Attachment D — Four Case Studies.........coeuvuunuernrereretnetiiieeeecceeeessssssssssssssssssssssssssssssssnens 98
Attachment E - Existing Tri-Valley Utilities Collaborations ............ccceennnnnincncncncncnenen 131
Attachment F — Short Term Collaborations for Inmediate Implementation as Identified by
the AGENCIES ittt ssaessssssasasssssassssssssssassssssasasnees 133
Attachment G — Possible Near Term Collaborations as Identified by the Agencies............... 134
Attachment H — Service Area Maps......cccoeeueueecrererenennsiniieeeeeessssssssssssssssssssssssssssssssssssssssssssens 136

iii



Results of Coordination/Integration Study

Phase 1
Table of Contents Management Partners
Tables
Table1.  Operational and Support Opportunities..........eeeeveeresesesesnsisesicncnnsssssesesenenen. 5
Table 2.  Major Integration OPHONS.......cccveiviintirintirintiinniiniitssesesesesssessesessssssssssses 6
Table 3.  General Overview of Tri-Valley AeNcies ........evnircvesrrecsnsniisesnnsescsnssssecsssseaes 27
Table 4.  Financial Overview of Tri-Valley Agencies ........evererereresnsnsesnsnsnsnsnsssnssencnenenens 28
Table5. Operations and Support Integration Opportunities..........ececveecrevcruncsccsnisecncncnes 50
Table 6.  Major Integration Options and Descriptions™............vevverernseensnsnsnsnsnsnnsescncnenens 51
Table 7.  Major Integration OPHiONS ...ttt ssesenes 57
Table 8.  Governance Model 1: Service Contracts.........cuevervveeerennireesnsinncesnsnnscesnssssecsnssesenes 67
Table 9. Governance Model 2: Publicization..........cceeriiiinniininnniiininncininssicesnnsciesneniaes 68
Table 10. Governance Model 3: Public-Private Partnership ..........evevevureensecnnnnnnesncncncncnenen 69
Table 11. Governance Model 4: Temporary or Permanent Divestiture to Another Agency or
an Investor-Owned Utility ... 70
Table 12. Governance Model 5: Joint Exercise of Powers Agreement (JEPA) ..........ccccecvuueeee 71
Table 13. Governance Model 6: Joint Powers Authority (JPA).......cvveirnnnrierinnnrcrcsesnenene 72
Table 14. Governance Model 7: New Special District.......ccoevrerrirerisenirescsnncsunesncscsnieesescenes 73
Table 15. Checklist of Implementation Factors to Consider: Challenges and Impediments
for Service or Institutional Integrations..........ceeevvcecnninessnisisnnicnisnsnncscsnssesenens 75
Attachment A
Table1. Tri-Valley Agencies - General Statistics Overview.........evncevennsncernnnnnecsnsnenene 81
Table 2. Water System StatisSticS.....couvuvneereninteeenintieeicteeetnteeeese et sssssse e sssssenes 82
Table 3.  Recycled Water System StatiStics ........ccceeeererirnieieeeeeeeeiiisinsessssssesesesesesenens 83
Table4.  Wastewater Treatment System StatiStics .......ccoevvvevrrsenrirenisenirencsinennnesncesniesseseenes 84
Table 5. Wastewater Collection System Statistics.........ccceeeeeeeeereresesnsnsnsisnseeissisnssesencnenenens 84
Table 6.  Stormwater/Flood Control System Statistics..........ccoevuerererereresnsnrnsusnsnsncnsnsnsncncncnenenen 85
Table 7.  Pretreatment/Pollution Prevention.........iiiiniiiiinnnsssnssesssssesssescscans 85
Attachment B
Table1l. Summary of Capital ASSets ($) ....cocevririrerririrenrnririnisnsiinisrncestssssiissssssessssssseesssseas 87
Table 2.  Summary of Spendable Reserves Excluding Capital Assets ($) .........ccceeurreueueunenee. 87
Table 3.  Financial Overview of Consolidated Water Service ($).......cecevueererurrireresusrcrcresuencnes 87
Table4. Financial Overview of Consolidated Sewer/Wastewater Service ($)..........cccueuueuee. 90
Table 5.  Financial Overview of Consolidated Stormwater Services ($) ......cccccevevururucrcreruenenes 93

iv



Results of Coordination/Integration Study
Phase 1
Executive Summary Management Partners

Executive Summary

The cities of Livermore, San Ramon, Dublin, and Pleasanton; the Dublin
San Ramon Services District (DSRSD) and the Zone 7 Water Agency
constitute the Tri-Valley public agency utilities (Tri-Valley Utilities).
These public agencies initiated a study to build upon their successful
history of cooperation and shared services to consider new collaborations
that would be of mutual benefit to the public. Additionally, this study
was to provide information to the Alameda County Local Agency
Formation Commission (LAFCo) from the Tri-Valley Utilities about
existing and potential future collaborations and service integrations.

This report contains the results of a Phase 1 study conducted by
Management Partners. A Steering Committee comprised of agency staff
representatives provided guidance for the study. This threshold study
identified a range of possibilities for future cooperation and integration,
either at the service or functional level, or at an institutional level. Each
potential opportunity will require full analysis in Phase 2 to ascertain
specific cost savings and feasibility. Additionally, stakeholder
engagement will be essential to help determine future direction.

The six Tri-Valley public agency utilities collectively provide potable
water, recycled water, wastewater, and stormwater management services
to a population of nearly 277,000 residents with a total operating budget
of $129.9 million and reserves of $363.6 million. The value of total utility
infrastructure in the Tri-Valley is approximately $1.4 billion, not
including Cal Water’s infrastructure value, which is not yet known. The
asset value is an approximation based on a preliminary evaluation of
physical assets, net depreciation. Detailed infrastructure data will be
contained in a separate document.

While this study focused on opportunities for new collaborations
between the six agencies in the Tri-Valley Utilities, they are not the only
entities providing water-related utility services in the area. For example,
the California Water Service Company (Cal Water) is an investor-owned
utility providing water to about two-thirds of the City of Livermore. East
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Bay Municipal Utility District (EBMUD) provides water and Central
Contra Costa Sanitary District provides sewer service to parts of San
Ramon. San Francisco Public Communities Commission (SFPUC)
provides water to parts of the Tri-Valley service area as well, notably
Lawrence Livermore Labs. The Castlewood CSA provides water and
wastewater collection services to the Castlewood community. That CSA
is managed by Alameda County. Alameda County has a contract with the
City of Pleasanton under which the City of Pleasanton provides needed
maintenance and operational support for the water and sewer system in
Castlewood. Both the counties of Alameda and Contra Costa have a role
in stormwater management in the Tri-Valley area.

Case Studies

As part of this study, Management Partners researched four public utility
agencies that had undertaken service integration and consolidation
efforts to learn from their experiences. The agencies were the Eastern
Municipal Water District, the Elsinore Valley Municipal Water District,
the Irvine Ranch Water District and the Ventura Regional Sanitation
District. Management Partners developed case studies about these
agencies as a way of informing the Tri-Valley Utilities collaboration and
integration study. There were no situations that were exactly like that of
the Tri-Valley Ultilities, so the Steering Committee and Management
Partners selected several agencies with experiences that could be useful to
share, even with the significant differences between them and the Tri-
Valley Utilities.

The Tri-Valley Utilities are mature, relatively similarly sized agencies
which is a different situation than found in the case studies. Nonetheless,
the case study agencies offered helpful advice about factors that are
critical to successful integration. Key factors identified through the four
case studies that were important to their consolidations were protecting
rate payers; consideration of structure and governance; political will for
making the change; addressing issues of debt, equity and employee
impacts; full consolidation versus partial integration; and role of the Local
Agency Formation Commission (LAFCo).

Not all of the lessons learned will apply to all of the Tri-Valley Utilities.
For instance, some of the Tri-Valley Utilities have challenges retaining
sufficient technical staff but others do not. Some lessons learned from the
case studies will be quite applicable to the Tri-Valley Ultilities, such as
implementing a rate differential to provide rate equity over time, so that
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Results

rate payers of the annexing agency did not have to subsidize or carry a
heavy financial burden when taking over a new service area.

This report contains a high-level threshold review and description of 15
potential operational and support opportunities and 10 categories of
potential major integration opportunities. In this report, each
opportunity is described, along with information regarding possible
economies of scale (EOS) factors as well as likely challenges and
impediments to integration that will need to be analyzed and addressed.

The intent is for the Tri-Valley Ultilities to determine which, if any, of the
identified opportunities will be move to a Phase 2 analysis. Phase 2
would involve specific financial analysis of the options selected for
further examination, along with careful analysis of the benefits, and
challenges along with impediments and various implementation steps
and potential issues. For those which are determined to be mutually
beneficial to the agencies once the Phase 2 analysis is completed, an
action plan for implementation would be created.

As requested by the Tri-Valley Utilities, Management Partners has noted
several of the opportunities as ones that may best lend themselves to a
next phase analysis. The Tri-Valley agencies may wish to pursue some of
these options under their new Intergovernmental Reciprocal Services
Master Agreement (IRSMA), which is an agreement that allows the
agencies to pursue joint projects under a standard, pre-approved
protocol.

Six of the 15 operational and support opportunities and two of the 10
types of major integration opportunities have been noted in this report as
possible candidates for Phase 2 analysis. These are all subject to
determination by the governing bodies of the Tri-Valley Utilities while
considering stakeholder input. The opportunities identified for discussion
and analysis in Phase 2 were noted because they may have the greatest
possibility for fostering useful collaborations and achieving cost savings
and increased efficiency in the near term (1 through 2 years) or mid-term
(3 through 10 years).

The Phase 2 detailed cost analysis will determine savings that can be
expected to occur from a service delivery change. For a variety of
reasons, Management Partners recommends that the agencies determine
what the minimum level of savings should be if a change were to be
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pursued, unless there are non-monetary reasons to change service
delivery method. Because changes often create disruptions in an
organization, being clear about the expected benefit is helpful. In utility
agencies, the level of savings may not be great for some changes because
there are many high fixed costs (e.g., energy and regulatory costs).
However, there may be other reasons than cost savings for making
service integration changes.

For many of the opportunities, a subset of agencies, rather than all six,
may be appropriate for future collaboration or integration. Four of the
agencies are cities with multiple responsibilities, including one or more
aspects of utilities under this study. Therefore, depending on the
integration opportunity, some agencies or combination of agencies may
be more likely to pursue certain options than others. The variations are
numerous, based on each agency’s interests, focus and needs.

Operational and Support Integration Opportunities

Fifteen potential operational and support integration (OSI) opportunities
for fostering useful collaborations and achieving cost savings on a
functional or service level are shown in Table 1. Later in this report, each
of these is described, including potential economies of scale factors that
are present, along with key challenges and impediments. Detailed
analysis will be needed in Phase 2 to ascertain the feasibility of any of
these options. This table indicates the six operational and support
opportunities which Management Partners notes could be good
candidates for Phase 2 analysis, subject to determination by the Tri-Valley
Utilities.
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Table 1.

Operational and Support Opportunities

Opportunity
0OSI 1: Expand Utility Fleet Maintenance Integration

Consider for Phase
2 Analysis
X

0OSlI 2: Integrate Operation and Maintenance of Wells

OSI 3: Integrate SCADA Systems for Pump/Lift Stations

OSI 4: Integrate Water Conservation Programs

0OSI 5: Integrate Utility Information Technology (IT) Functions

OSI 6: Integrate Inventory Control and Management

0OSl 7: Integrate Meter Reading Services

OSI 8: Expand on Laboratory Services Integration

0SI 9: Integrate Construction and Engineering Services

0OSI 10: Integrate Regulatory Compliance, Environmental
Management, and Security/Vulnerability Systems

0OSI 11: Integrate Sewer Collection System Maintenance

0OSl 12: Integrate Water Distribution Systems Maintenance

0SI 13: Integrate Closed Circuit TV Inspection of Sewers and Storm
Drains

OSI 14: Integrate After-Hours Call Out/Emergency Response

0OSI 15: Create Contract Labor Pool Management

Small but meaningful steps can also be taken outside of specific
operational or support changes. For instance, migrating towards
common policies and business practices would facilitate future
integrations and other forms of providing cooperative services. These
could be identified as part of a Phase 2 analysis.

Major Integration Options

Ten potential major integration options are described in this report and
are listed in Table 2. These are functional and organizational integration
options that could be implemented in the future, if there is sufficient
public benefit and interest by the agencies. Various forms of governance
structures are available which could implement the major integration
options.

There are numerous other variations or combinations of these major
integration options that could be considered. Some of the options could
be implemented relatively quickly. Some may be “stepping stones” to
others on the list, others may take a decade or more to implement, and
some may never be deemed feasible. We have provided a range of
options for discussion by the Tri-Valley Utilities.
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Table 2 shows these options and the type of service that would be
provided in each. The last column indicates the two options that
Management Partners suggests as candidates for Phase 2 analysis.

Table 2. Major Integration Options!

Consider for

Potable  Recycled Waste- Storm Phase 22
Water Water ELLT Water Analysis

1 Integrate management of
stormwater under one entity

2 Provide recycled water services
under one entity

3 Integrate all wastewater services
under one entity

4 Integrate all wastewater services
under one entity, including the
Livermore Amador Valley Water X
Management Agency (LAVWMA )
system

5 Integrate all water distribution
system and retail water services X
under one, two, or three entities
6 Integrate all water treatment,
distribution system, and retail water X
services under one entity

7 Integrate all water services under
one agency

8 Integrate all water and wastewater
services under one agency

9 Integrate all water, wastewater, and
recycled water services under one X X X
agency

10 Integrate all utilities under one
agency

! The term “agency” does not include an investor-owned utility (IOU). The term “entity”
includes all agency options, plus investor-owned utilities.

2 The items in this column are based on the Phase 1 analysis to date. Management
Partners recommends that this preliminary list be a starting point for governing body and
stakeholder engagement before proceeding with Phase 2. During this interim period, the
options for further analysis in Phase 2 may change.
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Governance and Implementation Issues

Once the Tri-Valley Utilities determine which service delivery changes
they wish to examine further, it will be important to consider governance
and a variety of implementation issues. This will be particularly
important to consider for the major integration options.

Seven governance models are described in this report as a way to aid
future discussions about implementation. Governance is the vehicle for
implementing changes, so any decisions on governance would typically
follow determination of the change or type of changes that are desired.

Service contracts between agencies
Publicization

Public-private partnership

Divestiture to an investor-owned utility
Joint exercise of powers agreement (JEPA)
Joint powers authority (JPA)

7. New special district

AL

The first governance model on this list, service contracts, is well
underway with the Tri-Valley Utilities through its new
Intergovernmental Reciprocal Services Master Agreement (IRSMA).

Implementation Challenges

Making changes in practices, organization and governance are not easy in
any environment, but it can be done with sufficient groundwork and
alignment of objectives. Numerous challenges, complications and
impediments can be expected with any of the service delivery changes
because when integrating services or functions between separate
agencies, the issues are complex. Successful implementation of any
change requires clarity about the intended benefits of the change and
commitment to the goal. There is a need to balance the practical
challenges that must be properly addressed for successful
implementation of the change, with a natural reluctance by some
stakeholders to change practices. As with any change effort, if every
possible objection must be overcome, change is unlikely to take place.
Therefore, keeping the end in mind of any particular change will be
essential to successful implementation.

Each of the six agencies are mature and well managed, and each has
determined how best to meet public policy and service delivery objectives
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important to their constituents. The utilities have various levels of build-
out, financial policies, condition of infrastructure, and numerous other
practices and objectives. Additionally, municipalities have differing land
use and growth control perspectives which impact utilities. Any or all of
these factors are likely to come into play once the agencies take steps
toward implementation of new collaborations and integrations,
particularly the major ones.

Twenty-four implementation issues are identified in this report — all of
which will be important for the agencies to consider in detailed analysis
and implementation planning in Phase 2 and beyond. These 24 issues are
contained in Table 15, which is titled, “Checklist of Implementation Factors to
Consider: Challenges and Impediments for Service or Institutional Integrations.”

Among the checklist items are governing body support, community
support, engagement of stakeholders, resolving equity issues, public
employment employee issues, policies and operational practices,
construction quality and performance standards, geographical issues,
revenue sources, expenditure detail, debt service, rates and rate structure,
capital improvement plans, inventories, valuation of infrastructure, legal
issues, and technology.

Careful thought and planning prior to implementation, as well as public
outreach and stakeholder engagement, particularly for the more complex
changes, will be important to ensure that once decisions are made, the
option can be implemented as intended. Transparency and
communications and engagement of stakeholders will be important to
successful implementation of changes. A variety of stakeholders will
have interests in the outcomes of any integration option pursued. They
will want to have input, need to understand the intended results of the
integration and have confidence that important factors have been
considered in the analysis and decision making process. Effective
communication will be required with frequent updates to stakeholders
and various means of engagement and will assist in reaching a successful
outcome for governing body members, rate payers and other
stakeholders.

Some steps, such as assessing community interest and holding
discussions with political bodies may be important early in the process or
between Phases 1 and 2, while others may be more appropriate at a later
stage. Implementation will also require an action plan that identifies each
step in the process, who will take the lead and who else will be involved,
and milestones for completion.




Results of Coordination/Integration Study
Phase 1
Executive Summary Management Partners

Next Steps

The Tri-Valley Utilities have set a strong foundation through their
ongoing collaborations and work together. This report offers a range of
opportunities for building on past successes and to aid the agencies in
pursuing new collaborative ventures.

Once this report is reviewed, the Tri-Valley Utilities and other agency
officials will determine which opportunities, if any, will proceed to a
subsequent level of analysis. That analysis will include detailed financial
assessments, evaluations of challenges and practical implementation
issues, and determination of action steps for options that will be
proceeding forward.
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Project Background and Approach

Background

The cities of Livermore, San Ramon, Dublin and Pleasanton, DSRSD, and
Zone 7 collectively provide water, recycled water, wastewater, and
stormwater management services to a population of nearly 277,000
residents. For FY 2012-13, these services as a whole are provided by 313
full-time equivalent employees, with operating budgets of $129.9 million
and total reserves of $363.6 million. Over the last 5 years, the total annual
capital expenditures for these agencies have averaged $56.3 million.

The value of total utility infrastructure in the Tri-Valley is approximately
$1.4 billion, not including Cal Water’s infrastructure value, which is not
yet known. The asset value is an approximation based on a preliminary
evaluation of physical assets, net depreciation. Detailed infrastructure
data will be contained in a separate document.

The Tri-Valley agencies have a long history of service sharing and
cooperation and are interested in furthering this cooperation to reduce
costs and improve service delivery. Specifically, the agencies desired
expert assistance to collect additional information about opportunities for
integrating programs, services, and activities to create new efficiencies
and/or improve results.

Building on the history of cooperation and shared service, and to provide
information to LAFCo regarding these efforts, the agencies wish to look
beyond what has been done in the past to consider future integration
opportunities and/or portions of current operations and support
functions® that would reap benefits to all if integrated. The operations

3 For example: Livermore Amador Valley Water Management Agency (LAVWMA);
Alameda County Clean Water Program; Bay Area Chemical Consortium; Conservation
Rebate Program; etc.
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Approach

discussed included water, wastewater, stormwater management, and/or
recycled water services and all their component parts.

Management Partners was engaged by the agencies to identify
opportunities and analyze the benefits and challenges or impediments,
including economies of scale factors and hurdles to integrating specific
functions or operations, that each presented. This was a high-level
threshold study which could be followed by detailed analysis on any of
the possible opportunities, if the agencies chose to consider any of the
opportunities further.

A Steering Committee of the following individuals was instrumental in
guiding this project and providing feedback throughout. The members of
the Steering Committee are:

e Dan MclIntyre, Public Works Director, City of Livermore

e Gary Huisingh, Public Works Director, City of Dublin

e Bert Michalczyk, General Manager, DSRSD

e Dave Requa, Assistant General Manager/District Engineer,
DSRSD

e Jill Duerig, General Manager, Zone 7

e Tom Hughes, Assistant General Manager, Zone 7

e Maria Fierner, Engineering Services Director, City of San Ramon

e Daniel Smith, Director, Operations Services Department, City of
Pleasanton

Cal Water is also a key stakeholder in considerations of collaborations
and potential integrations, and was an ex-officio participant in the
process. Three meetings were held between October 2012 and February
2013. Management Partners conducted research and prepared materials
for each meeting and provided project updates between meetings.

Management Partners used various analytical techniques in completing
this project, the results of which are detailed in this report. We reviewed
and organized a wide variety of operational data and documents;
conducted interviews with Tri-Valley agency executives; prepared four
case studies of agencies that had implemented some form of integration
or consolidation programs (including conducting interviews with
appropriate executives of each); identified economies of scale factors and
applied them to each potential integration opportunity; and sorted each
high value opportunity based on three different criteria. Challenges and
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impediments to each opportunity were also identified. Each technique is
described below.

Review and Organize Financial and Operational Data

Management Partners reviewed and organized the financial and
operational data provided from the agencies. Doing so involved a
significant level of effort. Management Partners compiled data pertaining
to the finances of each of the agencies, and summaries are shown in tables
3 and 4. Detailed system statistics can be found in Attachment A while
financial information can be found in Attachment B.

The purpose of this information is to provide an overview of the
similarities and differences in the finances and staffing of the agencies
and to serve as an agreed-upon database for other analyses. Since there
are significant differences in the missions of each agency, there are also
significant differences in revenue, expenditures, funding policies,
reserves, debt and staffing. After Management Partners organized the
data, each agency reviewed what was submitted and provided updates or
clarifications, as appropriate.

Conduct Interviews with Tri-Valley Agencies

Management Partners conducted interviews with Steering Committee
members in each of the Tri-Valley agencies to better understand the role
of each agency, the services they provide and how they interact with each
other and adjacent organizations involved in water, wastewater,
stormwater and recycled water utilities. In addition, we collected
information about their ideas for collaboration and integration and heard
about their desires and expectations for the project.

Identify Common Services and Functions

Another important activity was to learn about the services and functions
currently carried out by each of the public agencies. Information was not
available from Cal Water to compare its services and functions with the
public agencies. Those services or functions conducted by two or more of
the agencies were considered possible candidates for integration.

Management Partners prepared a matrix showing which services and
functions are performed by all four cities, another matrix showing those
provided by the two districts, and a third showing services and functions
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provided by all six agencies. We then combined the data into one table,
which is included as Attachment C.

Research Case Studies

Learning from outside agencies by researching four districts that had
undergone consolidation or service integrations was a helpful exercise.
The Tri-Valley agencies identified the following agencies for which case
studies were then conducted:

e Eastern Municipal Water District

e Elsinore Valley Municipal Water District
e Irvine Ranch Water District

e Ventura Regional Sanitation District

Management Partners conducted thorough telephone interviews with
executives in the four agencies. In preparation for the interviews, we
conducted extensive research through on-line sources and identified
pertinent questions. Following the interviews, we prepared four case
studies and an executive summary. The executive summary identifies the
lessons learned based on what worked and impediments to
integration/consolidation. Attachment D contains the case studies.

Identify Economies of Scale Factors

Management Partners identified existing collaboration and potential
opportunities for further collaboration, ranging from specific services or
functions to large organizational integrations and discussed these with
Steering Committee members during a January 2013 meeting. They
included ideas that can be implemented in both the short and long term
and associated impediments to implementation.

Based on feedback during that meeting, Management Partners sorted the
items based on factors that can lead to economies of scale (i.e., reduced
cost per unit production) for a particular service. Economies of scale
usually result from being able to spread fixed or quasi-fixed costs over
more units of output, or by aggregating output to a level that can justify
investment in labor saving equipment or technology, thereby lowering
unit costs. Along with the economies of scale, we also listed potential
impediments to integration and the key conditions that need to be
present for successful integration.
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Identify and Categorize High Value Opportunities

To help put the high-value opportunities into perspective, Management
Partners sorted them in several ways, as described below.

Level 1: First level of sorting included five categories:

Existing Tri-Valley Utilities collaborations

Short-term collaboration for immediate implementation
Possible near-term collaborations

Operational and support service integration opportunities

Ol L

Major (primarily long-term) integration options

The first three categories were identified by the Tri-Valley agencies, as
detailed in Attachments E, F and G. The latter two categories were
opportunities identified by Management Partners and analyzed through
the scope of this project. All included qualitative discussions of benefits
and impediments.

Level 2: Second level of sorting involved three categories based on time
to accomplish integration (near-, mid- and long-term).

1. Near-term (one through two years)
2. Mid-term (three through ten years)
3. Long-term (more than ten years)

The long-term items are opportunities that are likely to require more time
and expense and have particular challenges or factors that may impede
integration, but would have value in exploring further.

Level 3: The third level of sorting was focused on cost savings (or cost
avoidance) and whether service improvements could be realized without
encountering insurmountable challenges or major impediments.
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Overview of the Agencies and Existing Collaborations

As indicated as a part of our analytical methodology, Management
Partners conducted background research and supplemental interviews to
better understand the role of each agency, the services they provide and
how they interact with each other and adjacent organizations involved in
water utilities. Management Partners” overview of the agencies and their
collaborations is divided into the following categories:

e Tri-Valley Agencies

e Outside Agencies

e Continuum of Collaboration to Integration: A Framework
e Financial and Statistical Data

e Service Area Maps

Tri-Valley Agencies

Zone 7 Water Agency

Zone 7 is currently a dependent special district that has an
independently-elected board of directors, and was created under a special
section of the Alameda County Flood Control and Water Conservation
District Act. It functions as the primary contractor for importing raw
water supplies from the State Water Project to the Tri-Valley area,
integrated management of the groundwater basin through artificial
recharge using existing flood protection facilities, irrigation water
deliveries to major agricultural users, water treatment, and the
wholesaling of potable water to DSRSD, Cal Water/Livermore (Cal
Water), and the cities of Livermore and Pleasanton.

Zone 7 owns and operates three surface water treatment plants, a
demineralization facility and has several groundwater well fields. Zone 7
in association with Alameda County, also maintains certain regional
stormwater protection services including management of its catch basins,
pipelines and other channels. However, the agency does not currently
participate in wastewater or recycled water services (these functions are
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within its legal authority but have not been exercised). Overall, Zone 7
provides potable water services to approximately 220,000 people and
hundreds of businesses throughout the Tri-Valley area by means of this
wholesale distribution, in addition to providing untreated water to
various agricultural customers (primarily viticulture which is a $200
million per year local business) and regional flood protection to over 425
square miles of Eastern Alameda County.

Dublin San Ramon Services District

DSRSD is a Community Services District, an independent special district,
authorized under state law to provide a variety of services to the public.
However, with the incorporation of the cities of Dublin and San Ramon in
the 1980’s, LAFCo decided that the District’s active powers are currently
limited to water (potable and recycled) as well as wastewater (collection,
treatment and disposal), the Board of Directors has chosen to focus on
retail water, recycled water and wastewater services within various parts
of its service area. As an independent special district, DSRSD has the
authority to provide services across county lines, permitting the
wholesale purchase of Zone 7 water to be distributed through DSRSD to
San Ramon’s Dougherty Valley in Contra Costa County.

As it pertains to recycled water and wastewater, DSRSD is the only other
Tri-Valley agency aside from Livermore that performs treatment. In
addition to retail water, DSRSD also handles wastewater and recycled
water services for Dublin, parts of San Ramon, and Pleasanton under
contract. DSRSD provides recycled water services directly to Dublin and
the Dougherty Valley portion of San Ramon as well as operates the
DERWA system under contract providing wholesale recycled water
services to the remainder of San Ramon and eventually to parts of
Danville.

DSRSD currently provides water, recycled water and wastewater services
to approximately 157,000 people throughout the Tri-Valley area. As for
non-recycled treated wastewater, DSRSD participates through the
Livermore Amador Valley Water Management Agency (LAVWMA) so
that treated wastewater is discharged into the San Francisco Bay. DSRSD
currently serves as the contract operator of LAVWMA facilities under the
authority of an independent contract with that JPA.
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City of Dublin

As it pertains to water-related utilities, the City of Dublin primarily
handles stormwater services for its population of 49,890. Dublin receives
retail water, wastewater and recycled water services from DSRSD.

City of San Ramon

Like Dublin, the City of San Ramon is limited in its direct involvement
with water-related utilities, managing primarily the stormwater function.
San Ramon’s population of 74,000 receives its water services
predominantly from East Bay Municipal Utility District (EBMUD);
however, DSRSD does provide potable and recycled water service to the
eastern side of San Ramon (Dougherty Valley area) and wastewater
services to the southern portion of the City. The Dougherty Valley area
receives wastewater services from Central Contra Costa Sanitary District.
San Ramon is in the Contra Costa County limits.

City of Livermore

The City of Livermore provides potable water, recycled water,
wastewater, and stormwater services. The City provides water services
to only about one-third of its 82,000 residents; the other two-thirds of the
population receive its water through Cal Water, an investor-owned
utility.

As it pertains to recycled water and wastewater, Livermore is the only
other Tri-Valley agency aside from DSRSD that performs treatment. The
City retails recycled water to more than 60 customers including the
municipal golf course, airport, various landscape irrigation sites, and to
22 commercial/industrial buildings for fire protection purposes.
Livermore is also negotiating a long-term agreement with the City of
Pleasanton to wholesale a portion of its recycled water to Pleasanton, and
has begun providing recycled water on an interim basis.

As for non-recycled treated wastewater, the City participates through the
LAVWMA so that treated wastewater is discharged into the San
Francisco Bay. The City of Livermore also provides wastewater
treatment for the City of Pleasanton’s Ruby Hill development under
contract.
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City of Pleasanton

The City of Pleasanton manages retail water and stormwater services for
its population of 70,285. Unlike Livermore, Pleasanton does not maintain
a wastewater treatment facility. Instead, the city contracts with DSRSD to
receive City wastewater for treatment and disposal into San Francisco
Bay through LAVWMA or conversion to recycled water. A portion of
Pleasanton’s wastewater from its Ruby Hill development is treated at the
Livermore Water Reclamation Plant under contract. Pleasanton operates
and maintains its wastewater collection system. The City is currently
negotiating to receive wholesale recycled water from Livermore and/or
DSRSD/DERWA with future plans to sell it at a retail level. The Staples
Ranch portion of the City of Pleasanton receives recycled water from the
City of Livermore under an interim agreement.

Outside Agencies

The scope of Management Partners” analysis focused primarily on the six
agencies in the Tri-Valley area. However, due to the complexity of
overlapping water service and cross-jurisdictional agreements from these
agencies and various adjacent organizations, it became vital for
Management Partners’ to recognize other significant agencies that
provide related water utility service in the area.

California Water Service Company (Cal Water)

Cal Water is the largest investor-owned American water utility west of
the Mississippi River and the third largest in the country. As it pertains
to this study of the Tri-Valley area, Cal Water serves approximately two-
thirds of the population in the City of Livermore. Cal Water does not
provide recycled water or wastewater treatment services in the area but
focuses primarily on retail water service.

East Bay Municipal Utility District

EBMUD is and independent special district serving parts of Alameda and
Contra Costa counties. EBMUD provides water services for
approximately 1.3 million people in the east portion of the San Francisco
Bay Area. The only Tri-Valley agency to receive EBMUD water service is
the portion of the City of San Ramon and the western portion of the
Dougherty Valley area. Water services for the remainder of the
Dougherty Valley area in San Ramon are provided by DSRSD. There are
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three locations where the water systems of DSRSD and EBMUD are
intertied for emergency water supply purposes.

Central Contra Costa Sanitary District

Central Contra Costa Sanitary District (CCCSD) is an independent special
district responsible for the collection and treatment of wastewater that
serves approximately 461,000 residents through 13 cities and
unincorporated areas in Contra Costa County. As it relates to this study,
CCCSD provides wastewater services for the Dougherty Valley area of
the City of San Ramon. CCCSD and DSRSD have in place an emergency
intertie of their collection systems in San Ramon at the Larwin pumping
station. This intertie diverts wastewater to the DSRSD collection system
so as to prevent sewer overflows in the event of operational or
maintenance issues at that pumping station.

Livermore Amador Valley Water Management Agency

LAVWMA is a joint powers authority created in 1974 between DSRSD
and the cities of Livermore and Pleasanton to dispose of effluent
discharge efficiently. It was responsible for installing a single export
facility to drain treated wastewater from the Tri-Valley. Although
negotiations for amending this joint powers authority in the mid-1990s
were contentious, the parties to LAVWA (Pleasanton, Livermore, DSRSD)
have worked together effectively. LAVWMA owns and operates a
wastewater effluent transmission pipeline from the Tri-Valley area to the
East Bay area. From there, the treated wastewater enters the EBDA
system for de-chlorination and discharge through a deep water outfall to
San Francisco Bay. A separately appointed contract general manager
administers LAVWMA, and DSRSD operates the LAVWMA facilities
under contract to the joint powers authority.

East Bay Dischargers Authority

Due to the need for efficient disposal of wastewater, in 1974 the East Bay
Dischargers Authority (EBDA) was created as a joint powers authority
between several municipalities and special districts in the eastern portion
of the San Francisco Bay. Relative to the Tri-Valley service area, EBDA is
also contracted by LAVWWA to dispose of treated wastewater from
DSRSD and the cities of Livermore and Pleasanton.
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DSRSD-East Bay Municipal Utility District (EBMUD) Recycled
Water Authority

The DSRSD EBMUD Recycled Water Authority (DERWA) is a joint
powers authority created by the two agencies to carry out the San Ramon
Valley Recycled Water Program (SRVRWP). DERWA provides wholesale
recycled water treatment and delivery to DSRSD and EBMUD for their
retail services to large irrigation customers including parks, golf courses,
business parks, greenbelts, roadways and landscaping for residential
developments with professionally managed homeowners associations
within the two agencies” water service areas. DSRSD/DERWA and
Pleasanton are negotiating an agreement for Pleasanton to receive
wholesale recycled water from DSRSD/DERWA. DSRSD currently
operates the DERWA system under contract with that JPA.

Alameda County Flood Control and Water Conservation
District

The Alameda County Flood Control and Water Conservation District was
created through the California State Legislature in 1949 at the request of
residents because a large portion of the county resides in a flood plain.
Downstream of Tri-Valley, the District provides stormwater-related
services to manage flood control through its vast infrastructure of pump
stations, erosion control structures, dams and hundreds of miles of
pipeline, channels, levees and creeks in the lower Alameda Creek
Watershed.

Zone 7 was formed when residents in 1957 pushed for the creation of a
locally-controlled agency, outside of the control of the County Flood
Control District. Under the original Section 36 of the District Act, Zone 7
still maintains the original stormwater and flood control services as the
County District but also expanded its authority to provide wholesale
water, as it now does to the Tri-Valley agencies.

Contra Costa County Flood Control and Water Conservation
District

After World War II, Contra Costa County’s population experienced a
significant growth with homes and businesses expanding into low lying
areas susceptible to flooding. In 1951, the Contra Costa County Flood
Control and Water Conservation District (Flood Control District) was
formed to provide flood protection. The Flood Control District covers all
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of Contra Costa County, including its cities, and owns property
throughout the county for the purpose of constructing and maintaining
regional flood control basins, channels, and creeks. Over time, the Flood
Control District also acquired stewardship of the environmental
resources in the district-owned creeks.

Alameda County Public Works (Castlewood Community
Services Area)

Castlewood Service Area is located in unincorporated Alameda County
and provides service to approximately 200 homes and two golf courses.
Alameda currently contracts water and sewer services for this area to the
City of Pleasanton and has also contracted with California Water Service
Company (Cal Water) for services to this area.

Continuum of Collaboration to Integration: A Framework

Figure 1 shows the continuum for collaboration and integration
opportunities among the Tri-Valley water utility agencies. As indicated
below, Management Partners’ analytical work is centered on categories
four and five.

Figure 1. Continuum for Collaboration and Integration Opportunities

/

Agency-Driven Collaborations \ / Management Partners’ Focus Area

\

Begin
Phase 1

1 — Existing
Collaborations

2 — Short Term

Collaborations for S lreEEle (e 4- Operatlon_al - 5 — Major Agency
Immediate Term_ Suppqrt Serw_ce Integration Options
Collaborations Integration Options

Implementation

\

AN

/

Description of Each Type of Integration and Collaboration
Opportunity

The first three types of opportunities are being driven by the six Tri-
Valley agencies. Types four and five were the focus of Management
Partners’ study. All five collaboration types are described below.
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Agency-Driven Collaborations: Types 1,2, and 3

The agencies have a history of ongoing collaborations, which were an
important starting point. Therefore, these are recognized and included in
items 1, 2 and 3 in the continuum. Each type is described below.

1. Existing Collaborations

While there are many factors to consider when identifying opportunities
for integrating services, the Tri-Valley agencies already possess a strong
history of collaboration. Using documentation and information from
interviews, Management Partners compiled a list of the current
significant collaborations and potential opportunities for integration as
identified by the Tri-Valley agencies (Attachments E, F and G). Below
described in each category are services and operational functions
currently in place or identified by the agencies as services they are
evaluating to build further collaboration.

Below are the current services and functions that are planned, contracted,
or jointly operated by one or more of the Tri-Valley water agencies.

Water. The primary actor in water delivery to the Tri-Valley area derives
from the wholesale of water from Zone 7. Zone 7 currently has wholesale
potable water agency agreements with DSRSD, Cal Water and the City of
Livermore, as well as “Terms and Conditions of Municipal and Industrial
Water Service” for providing water to the City of Pleasanton. Zone 7
provides agricultural water under an Untreated Water Ordinance. In
addition to the arrangement to provide wholesale potable water to the
major retailers, Zone 7 also has a groundwater agreement with DSRSD to
manage and pump the DSRSD local groundwater quota for blending.

Since 2004, the Committee of Valley Water Retailers has been composed
of elected officials from DSRSD and the cities of Livermore and
Pleasanton together with Cal Water. These participants govern the Tri-
Valley Water Retailers Cooperation Agreement to oversee priorities in
managing the supply and quality of water resources. These same agencies
have also established a Tri-Valley Water Retailers Group to cooperate
with the directives of the Committee. The Committee has recommended
to its constituent members that the Committee be dissolved, and that its
duties be addressed in a separate forum, the Tri-Valley Water
Wholesaler/Retailers Liaison Committee.

The Tri-Valley Water Wholesaler/Retailers Liaison Committee is an ad
hoc committee that was formed by elected representatives from Zone 7,
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the City of Livermore, the City of Pleasanton, and Dublin San Ramon
Services District in 2012. This committee discusses water policy issues of
mutual concern to the various Tri-Valley retailers and the wholesaler.

Water quality remains a significant issue for each of the Tri-Valley
agencies, and they have established collaborative relationships to support
this goal. To ensure greater inclusion and broader support for water
quality issues, discussions are underway among DSRSD, Pleasanton and
Zone 7 to evolve beyond a Three Way Water Quality Resolution and
replace it with a revised Tri-Valley-wide water quality policy that would
be developed with input from and supported by all retailers and Zone 7.

In regards to conservation, Zone 7 funds a rebate program administered
by its retailers, although education and outreach are independent efforts
of each respective agency. Another important aspect of conservation
includes recycling water, which has the potential to become a joint
enterprise between all of the Tri-Valley agencies. Currently, DSRSD and
Livermore are the only agencies who treat wastewater for recycling
purposes.

Wastewater: DSRSD and Livermore perform the bulk of wastewater
operations for the Tri-Valley area. However, Pleasanton operates the
wastewater collection system within its boundaries. While DSRSD
inherently performs wastewater services for the cities of Dublin and San
Ramon, DSRSD also contracts with Pleasanton to treat and dispose of its
wastewater (Pleasanton is not inside the borders of DSRSD). The City of
Livermore treats wastewater from the City of Pleasanton’s Ruby Hill
development. Livermore and DSRSD discharge treated wastewater that
is not recycled to the LAVWMA/EBDA system to be discharged into San
Francisco Bay.

Recycled Water. DSRSD produces retail recycled water for its customers
in Dublin and San Ramon, as well as for EBMUD customers in San
Ramon through DERWA. DERWA wholesales the recycled water to
DSRSD and EBMUD for distribution to its customers. Pleasanton does not
currently possess the capacity for recycling water that DSRSD possesses,
but is in the process of developing that capability.

Livermore is capable of producing 6 MGD of recycled water currently,
but is considering expanding this capacity in the future. The City retails
recycled water to various customers and is negotiating a long-term
agreement to wholesale some of its recycled water to Pleasanton. DSRSD
is also in the final stages of negotiating a recycled water supply
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agreement with the City of Pleasanton. Interim service for recycled water
is currently being provided to Pleasanton from Livermore.

Stormwater. Currently, most major stormwater operations are managed
by the individual agencies (Zone 7, Livermore, Pleasanton, Dublin, San
Ramon, Alameda County, and Contra Costa County), with Zone 7
providing regional flood protection except in San Ramon (Contra Costa
County). Collaboration and cooperation frequently occur where local
projects intercept regional flood facilities. Recent examples include
collaborative projects in the El Charro Road area between the City of
Livermore and Zone 7 and in the Bernal area between the City of
Pleasanton and Zone 7.

In addition, the Tri-Valley agencies collaborate on some other stormwater
functions. While DSRSD primarily manages water, recycled water and
wastewater services for Dublin and San Ramon, Dublin contracts with
DSRSD to clean 14 storm interceptors and to provide emergency support.

Customer Service/Internal Services. With six different agencies and an
investor-owned utility, each organization maintains its own customer
service and internal functions, with few exceptions.

Although purchasing is contingent upon the organization and its needs,
Zone 7, DSRSD, and the cities of Livermore and Pleasanton participate
together in the Bay Area Chemical Consortium to collectively purchase
water treatment chemicals for cost savings. Another example of an
internal service collaboration is the DSRSD and Zone 7 contract with
Pleasanton’s sign shop to provide sign fabrication.

2. Short-Term Collaborations for Immediate Implementation

These are the services and functions now performed by each agency that
the Steering Committee has selected as areas for immediate
implementation.

The following collaborations of services and functions were identified by
the agencies as projects currently under assessment by the Tri-Valley
agencies. Further details are provided in Attachment F.

1. Equipment sharing among all the agencies.
Laboratory service sharing among Zone 7, DSRSD and the cities of
Livermore and Pleasanton.

3. Training of personnel coordinated for all Tri-Valley agencies.
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4. Extension of Pleasanton’s signage production services to all Tri-
Valley agencies, including the cities of Dublin and San Ramon.

The Steering Committee is in the process of preparing an Interagency
Reciprocal Services Master Agreement (IRSMA), which will provide a
vehicle for service sharing between the agencies.

3. Possible Near-Term Collaborations

The following 10 items are the services and functions now performed by
each agency that Steering Committee members selected as areas for
possible future collaboration. They will require further study and/or a
longer implementation schedule than those listed in short-term
collaborations.
1. Grant writing
Reservoir cleaning and inspection
Fire hydrant maintenance
Video inspection
Catch basin cleaning
Landscape maintenance
Fleet maintenance
Subsurface repair
Street maintenance and grinding
10. Custodial services

0 XN PDN

These areas of collaboration are not yet in progress. However, the
agencies interested in pursuing possible further collaboration are shown
in Attachment G.

Management Partners’ Focus Areas: Types 4 and 5

The Tri-Valley agencies asked Management Partners to focus on
collaboration types 4 and 5 on the continuum. We have provided a brief
description below and both are discussed in depth in the section of the
report entitled “Opportunities for Integration.”

4. Operational and Support Service Integration Options

A list of 15 potential operational and support service integration options
(as shown in Table 1 in the Executive Summary) have been identified
through this study. Support service functions and services, such as
integrated utility IT functions or inventory control, would not
substantially change the mix of services; however, operational services
could significantly change the mix of services that an agency provides to

25



Results of Coordination/Integration Study
Phase 1
Overview of the Agencies and Existing Collaborations Management Partners

its customers. Each of the 15 options is described further in this report, in
the section titled “Operational and Support Integration Opportunities
and Challenges/Impediments.”

5. Major Agency Integration Options

A list of 10 potential major integration scenarios (as shown in Table 2 of
the Executive Summary) have been described which show a range of
more general options for integrating various services and functions
provided by the Tri-Valley agencies. Opportunities range from
integrating one utility function under fewer agencies to the consolidation
of all utilities under a single agency to one or more agencies providing
contract services to one or more other agencies for various services. Each
of these options is described in this report in the section titled “Major
Integration Options.”

Financial and Statistical Data

To understand the operational capability of each agency, Management
Partners created an overview of the financial and statistical data
pertaining to the six public agencies. More detailed system statistics are
provided in Attachment A while financial information is provided in
Attachment B. (Data pertaining to Cal Water was requested several times
by the Steering Committee, but was not provided and therefore is not
included in this report.)

Information for these tables, for both the statistical and financial data, was
provided by each of the agencies to Management Partners. This baseline
data was not available prior to this study and involved significant effort
in compiling it. This information provides an overall perspective about
Tri-Valley Utilities.

These data create an overview of the fundamental financial and
functional data that show dedication of resources to the various utilities
and their respective operational capacity.

Table 3 provides a statistical overview of the six public agencies,
including population, service areas, and acres involved in the services.
The various services are provided to the cities and unincorporated areas
of Contra Costa and Alameda Counties across city and unincorporated
areas as shown in the maps in Attachment H.
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Table 3. General Overview of Tri-Valley Agencies

Fiscal Year 2012-13 Data Zone 7 DSRSD Dublin San Ramon Livermore Pleasanton | Cal Water
Municipal/Service Population 220,000 157,000 49,890 74,000 82,000 70,285 X
Population Receiving Water Service 220,000* 62,000 X X 32,000 71,000 50,000
Popt_xlatlon Recc_alvmg Wastewater X 71,000 X X 84,335 70,000 X
Service (Collection)

Popl..xlatlon Receiving Wastewater X 141,000 X X 84,335 X X
Service (Treatment)
Customers Receiving Recycled 2 2
Water Service X 283 X X i X i
425 square 14,595 X X 7,120 16,000 n/a

Acres Receiving Water Service miles? ! ! !
Acre.s Receiving Recycled Water X 7 300° X X 2 200° X n/a
Service
Acres R.ecelvmg Wastewater Service X 9,294 X X 16,580 13,700 n/a
(Collection)
A in Drai Area Requiri 42

cre.s in Drainage Area Requiring 5 sqL-Jante3 X 9,754 11,9187 16,580 15,514 "
Public Stormwater System miles

Note: The data for population served in overlaps the agencies. For example, DSRSD’s services are provided to parts of San Ramon
and Dublin. Overall services are provided over 484 square miles. Data was provided and reviewed by each of the agencies.
n/a = Data not available or provided

X = Not applicable

IThrough its retailers, Zone 7 serves potable water to 220,000 people.

2Recycled water is provided for commercial landscape irrigation and public areas; not available for single family residences.
3Zone 7 provides untreated water to much of the unincorporated area of Eastern Alameda County as well as providing
potable water service through its retail water agencies to the remainder of Eastern Alameda County.

4 Recycled water is currently available to roughly half DSRSD’s water service area.

> Information provided by WRD Engineer based on GIS

5Zone 7 provides regional flood protection to all of Eastern Alameda County, providing major collection and storage for
stormwater flowing from each of the three cities (Pleasanton, Livermore and Dublin) as well as from the Dougherty Valley
portion of San Ramon.

7 Clarification needed for Dublin, Pleasanton, and San Ramon to be consistent.

27



Results of Coordination/Integration Study
Phase 1
Overview of the Agencies and Existing Collaborations Management Partners

Table 4 provides an overview of financial information for each of the six public agencies. The
numbers provided in this table were provided and reviewed by the agencies. These agencies
have total revenues of $207.8 million, an operating budget total of $129.9 million and staffing of
313 FTEs. Further financial data for each agency for water, wastewater and stormwater
services can be found in Attachment B.

Table 4. Financial Overview of Tri-Valley Agencies

Fiscal Year 2012-13 Data

($1,000s) Zone 7 DSRSD Dublin San Ramon Livermore? Pleasanton Cal Water
Revenue
Total Revenues! | $73,209 | $66,383 | $221 | $1,504 | $37,617 | $28,988 | $17,6514
Debt Service
Outstanding Debt $30,500 $126,219 S0 SO $8,383 $520 n/a
Annual Debt Service $136 $9,996 S0 SO $2,948 $7.2 n/a
Assets
Total Financial Assets $329,341,200 | $438,491,355 | $28,917,962 | $63,596,557 | $231,301,169 | $208,002,704 n/a
Total Physical Assets ® $404,316,000 | $322,654,000 | $28,478,000 | $72,452,000 | $259,749,000 | $206,698,000 n/a
Staffing
Total Full-Time Equivalent 103.00 109.003 4.25 4.19 60.75 31.34 17-18
Employees

n/a = Data not available or provided

1 Revenue listed for each agency includes revenue for services provided to other Tri-Valley Agencies. These redundancies are
reflected in the $207.8 million total. Actual total revenue for the Tri-Valley Agencies (excluding Cal Water), amounts to
approximately $113.9 million generated by property taxes, service charges and assessments.

2 LAVWMA debt is not recorded on their books. City recorded its equity interest in the joint venture instead.

3Includes direct and allocation of administrative support. Cities may allocate central administrative costs (such as human
resources, finance, city attorney) across all operational departments. The two utility agencies (Zone 7 and DSRSD) have their
own central administrative functions.

4 Data retrieved from https://www.calwater.com/rates/qrc/2012/

> The asset value is an approximation based on a preliminary evaluation of physical assets, net depreciation. Detailed
infrastructure data will be contained in a separate document.
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Service Area Maps

Early in the project, Management Partners asked to see a map of the
service areas of the Tri-Valley agencies. None existed and the agencies
agreed that current maps for water and wastewater would be helpful.
The City of Livermore took the lead in developing the maps, which are
included as Attachment H. The exercise of developing the maps has
proven useful in raising a number of service area questions and
informing each Tri-Valley agency about the other agencies. The maps are
still “works in progress,” but they are useful to this study in their present
form.
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Opportunities for Integration

As noted previously, one of the reasons for this project was to provide
information to the Tri-Valley agencies (and to LAFCO from the Tri-Valley
agencies) about ways that agencies can build on past collaborations and
initiate new ways of enhancing cost efficiency in delivering water,
recycled water, stormwater management, and wastewater services to
their communities. The Tri-Valley utility agencies have a successful track
record of delivering efficient, high quality services to their customers, and
have a solid history of collaborations. Therefore, the study was to build
on those successes.

In conducting this study, Management Partners identified opportunities
to expand coordination and cooperation among the programs, services,
and activities undertaken by two or more of the agencies. As
opportunities are analyzed in Phase 2, the agencies may also identify
policies and business practices that, if were changed to be in common,
would facilitate future integrations and other forms of providing
cooperative services.

After Steering Committee members reviewed and commented on an
initial list of ideas, Management Partners began a high-level review and
sorting process to provide some level of content and relative perspective
about each identified opportunity.

Opportunities for collaboration and/or integration were initially sorted
based on three levels as described in the Project Approach section of this
report. Once that sorting was completed, Management Partners
evaluated the potential benefits (including economies of scale) and
challenges and impediments for each, as described in the following
section of the report.
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Economies of Scale Factors

Economies of scale (EOS) usually result from being able to spread fixed or
quasi-fixed costs over more units of output, or by aggregating output to a
level that can justify investment in labor-saving equipment or technology,
thereby lowering unit costs. Integrations would normally occur over
time, taking into consideration the age and condition of equipment,
infrastructure, and technology systems. Thus, staffing reductions, if any,
would be planned through normal attrition from promotions, vacancies,
and retirements.

When agencies of significantly different sizes collaborate, the economy of
scale will generally favor the smaller agencies, requiring some adjustment
in the cost-sharing from proportional to service usage. In the Tri-Valley
case, this will likely be less of an issue because the utility agencies are of
similar size.

Typical economies of scale factors are described below. Quantitative
analysis to determine projected financial savings is intended to be
conducted in Phase 2, so such analysis is not provided in this report.
Additionally, Management Partners recognizes there are challenges and
complications in each of these areas. For all of the potential opportunities
identified and described in this report, a number of challenges and
impediments are noted, requiring detailed analysis and action planning.

Economies of scale factors
* Executive Management and Administrative and Supervisorial
Staffing. This would be the potential for savings from having
fewer supervisory and managerial positions per unit of output

than exist now. Executive management and administrative
positions have the highest probability of requiring fewer
positions. Depending on current organizational structures, spans
of management and supervision may be increased to more
optimal sizes.

»  Operations Staffing. This would be the potential for savings from
combining and reducing staff size per unit output, depending on
current staffing efficiencies. Integrating a function might reduce
the number of highly technical or licensed staff required per unit
output and provide expertise to the smaller organizations that
could not previously justify or afford to hire this type of staff.
This EOS may provide greater opportunities for lowering expense
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in coverage of staff absences and covering the lag-time in hiring
replacements.

Technological. This includes information technology (IT), special
equipment, and special training needed. It is often economical to
adopt new technology only upon reaching a certain threshold
level or scale. For instance, a laboratory may not be able to justify
certain analytical equipment until the number of samples to be
analyzed reaches a certain threshold. An in-house sign fabricating
shop may not be feasible until the need for signs is large enough.
When specialized equipment with infrequent usage (such as
laboratory instruments, tools, unique vehicles, and heavy
equipment) are required, costs increase and if such specialized
technology is shared (either through a lease or purchase,
depending on the cost and expected use), there may be savings to
the individual agencies. Each item would need to be evaluated
separately. Moving to a single IT system across all applicable
agencies may reduce software/hardware costs, may reduce the
need for support of different systems, and may provide more
features for the smaller organizations that prior to integration
could not afford such systems. Specialized IT training needs
pertaining to technology could be provided on a joint basis.

Capital. Atlarger scales, facilities and space required may often
be decreased in terms of area or shared reducing expenditure per
unit output.

Risk/Liability. Spreading risk/liability over a larger scale (e.g., for
insurance) often reduces cost per unit output. Staff training and
safety protocols may be improved thereby reducing risk. Also,
unified staff provides greater level of experience, thus reducing
risk. The Tri-Valley agencies are currently members of larger risk
pools and are taking advantage of economies of scale. Savings for
these agencies could come from integrating training and safety
protocols to minimize risk. However, each of the agencies may
have different philosophical approaches to regulatory compliance,
and these would need to be reconciled.
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* Financial and Support. Potential cost savings from buying in
larger quantities and unified accounting, purchasing, and payroll
processing may be realized. Potential savings also may exist if
staff size can be reduced and/or more efficient capital investments
can be realized. Consolidating technical staff for in-house
expertise may reduce the cost of contracts for such services.

Operational and Support Integration Opportunities

The following tables contain a qualitative review of the potential
economies of scale (EOS) factors that may exist for 15 potential
operational and support integration opportunities. Further analysis in
Phase 2 will be needed for all of the opportunities, including identifying
challenges and impediments to integration and key considerations for
implementation are also listed.

The following operational and support integration (OSI) opportunities
are described in the tables below.

OSI 1: Expand Utility Fleet Maintenance Integration

OSI 2: Integrate Operation and Maintenance of Wells

OSI 3: Integrate SCADA Systems for Pump/Lift Stations

OSI 4: Integrate Water Conservation Programs

OSI 5: Integrate Utility Information Technology (IT) Functions

OSI 6: Integrate Inventory Control and Management

OSI 7: Integrate Meter Reading Services

OSI 8: Expand on Laboratory Services Integration

OSI 9: Integrate Construction and Engineering Services

OSI 10: Integrate Regulatory Compliance, Environmental Management,
and Security/Vulnerability Systems

OSI 11: Integrate Sewer Collection System Maintenance

OSI 12: Integrate Water Distribution Systems Maintenance

OSI 13: Integrate Closed Circuit TV Inspection of Sewers and Storm
Drains

OSI 14: Integrate After-Hours Call Out/Emergency Response

OSI 15: Create Contract Labor Pool Management
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OSI 1: Expand Utility Fleet Maintenance Integration

Description: Integrate small vehicle maintenance into fewer facilities.
Integrate heavy equipment maintenance into one
facility. Create heavy equipment pool and rent to the
agencies. Combine and outsource fleet maintenance.
(The cities have fleets for non-utility functions and this
option would only involve utility fleet.)

Current Status: Some sharing of equipment is currently being done
when an agency’s piece of equipment is not the optimal
size for the job. Attachments F and G indicate which
agencies have expressed an interested in expanding
collaborations for equipment and fleet maintenance.

Timing: Long term integration with short and intermediate
sharing.

Economies of Scale Factors Comments

Managerial Reduced numbers of department heads/managers

Staffing Larger operation allows for specializing services and higher service level

Technological Unified fleet management software
Reduced support needed for unified software

Capital (Facilities and Reduced need for multiple shops with similar capabilities

Equipment) Reduced cost of large equipment by buying (or leasing) fewer specialized units and
sharing them

Reduced cost by eliminating equipment redundancies

Risk/Liability Larger organization provides unified handling of hazardous materials

Financial and Support Contract for services; e.g., tires and parts management

Note: Agencies already receive good pricing on vehicles through large contracts,
such as the California Multiple Award Schedule (CMAS) administered by the California
Department of General Services.

Challenges and Locations of current maintenance shops and distance from work areas
Impediments Compatibility of fleet maintenance software and complexity of migrating to single
program

Potential for integrating specific functions/services; e.g., heavy equipment servicing
Types, age, and condition of vehicles and equipment used by agencies currently
Tendency for people to want their own unit versus sharing with others

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”

34



Results of Coordination/Integration Study

Phase 1
Opportunities for Integration Management Partners

OSlI 2: Integrate Operation and Maintenance of Wells

Description: Have all well operations and maintenance handled by
one of the existing agencies. Implement a unified
supervisory control and data acquisition (SCADA)
system.

Current Status: Zone 7, Pleasanton and Cal Water currently operate and
maintain wells. Zone 7 operates and maintains wells on
behalf of DSRSD. Zone 7 and Pleasanton currently
share SCADA operations and plan to do more.

Timing: A likely implementation schedule would have Zone 7
gradually building this integration opportunity where
there is an interest until a successor entity, if any, takes
over.

Managerial Unifies management of maintenance crews

Staffing Unifies maintenance crews and backfilling vacancies has less of an impact

Technological Unified SCADA and reduced support needed for multiple systems

Capital (Facilities and Savings from equipment and IT acquisition/maintenance costs

Equipment)

Risk/Liability A larger centralized staff can maintain safety protocols which reduces risk

Financial and Support Potential savings from unified management, staffing, and equipment

Challenges and Locations of crew facilities and equipment

Impediments See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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0SI 3: Integrate SCADA Systems for Pump/Lift Stations

Description: Integrating SCADA systems for pump and lift stations
will help prevent or reduce water loss and sewer system
overflows. This is also tied into other options (e.g., IT,
call/back integration, etc.).

Current Status: Pleasanton, Livermore, DSRSD, Cal Water and Zone 7
presently maintain their own pump stations; and
Pleasanton, Livermore, and DSRSD maintain their own
lift stations.

Timing: A likely implementation schedule would have the
existing agencies negotiating an acceptable integration.

Economies of Scale Factors ‘ Comments

Managerial

No reductions in management would be expected

Staffing

Single system could reduce the need for multiple system expertise

Potential for overall staffing reduction, if any of the agencies have underutilized
capacity. Workloads per FTE may be optimized by having a single system.

Technological

Opportunity for robust monitoring, operation of remote facilities and improved
environmental compliance through reduction in regulatory violations, such as sewer
system overflows/water loss

Capital (Facilities and
Equipment)

Joint purchase of equipment and software will reduce cost per unit output and
potentially enhance the SCADA system

Risk/Liability

Reduces potential risk of service outages

Financial and Support

Unknown

Challenges and
Impediments

How this option is affected by other options pursued

Compatibility of hardware, software and telemetry technology along with
maintaining the security of the facilities and the SCADA systems

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSl 4: Integrate Water Conservation Programs

Description:

Current Status:

Timing:

These programs could be further consolidated under
one agency or be an integrated program of multiple
agencies. Water conservation programs, including
incentive programs such as water conserving fixture
giveaways and appliance rebates, customer water
audits, and public information and engagement are
frequently implemented on a regional level in
California.

Existing collaborations are underway, as listed in
Attachment E. The agencies are currently working on
coordinating activities through monthly meetings, with
Zone 7 hosting, seeking and managing IRWMP grant
funds (and associated reimbursement) on behalf of the
group and providing school/classroom programs as
part of area-wide conservation outreach.

Further integration might be accomplished in the short
term since it does not require infrastructure, equipment,
or IT changes. It may be done program-by-program
with leadership to be determined by the committee.

Economies of Scale Factors Comments

Managerial Unlikely to have reductions, since managers likely have other functions they are
performing
Staffing Water conservation programs will grow rapidly due to potential changes in state

and federal regulations and a consolidated program will save staff costs

Technological

Enables the implementation of more best management practices than are
possible on a smaller scale

Capital (Facilities and
Equipment)

No expected impact on capital expenditures

Risk/Liability

Unknown; minimal impact expected

Financial and Support

Unknown; minimal impact expected

Challenges and
Impediments

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 5: Integrate Utility Information Technology (IT) Functions

Description: Information technology expertise, contracts for services,

and purchases could be done on a regional basis. A
technological advisory committee comprised of IT
personnel from each of the agencies could be
established to share expertise, institute joint purchasing,
share contracts for services, and aim towards more
compatibility. GIS is included in this option but may be
considered separately since engineering staff is
responsible for GIS in some agencies and IT staff in
others.

Current Status: There is currently a coordinating group of technical staff

for GIS. There is nothing comparable for other IT
functions.

Timing: Short-term sharing might occur with combined

purchasing and sharing of expertise. Integrations could
be over the long term considering system life cycles
with major upgrades or replacements planned with
future integrations being considered.

‘ Economies of Scale Factors Comments

Managerial

Reduces the number of department heads/managers

Staffing

Could reduce need for external expertise. Reduces the need to have expertise in
multiple IT systems

Technological

Increased sharing of expertise; single IT systems are less expensive than purchasing
and managing multiple systems

Capital (Facilities and
Equipment)

Regional, multi-agency purchases of software and associated equipment could
produce savings

Risk/Liability

Security and system vulnerability in a regional system would reduce risks and
liabilities

Financial and Support

Coordinating purchasing of technology

Challenges and
Impediments

Compatibility with other technology systems in each agency

Data migration complexities

Complexity and problems with unbundling utility IT systems from other municipal IT
systems.

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 6: Integrate Inventory Control and Management

Description: Establish one location for storage and management of
tools and, equipment, material and supplies for all Tri-
Valley utility agencies.

Current Status: No coordination currently and several agencies report
the need for improvement. The agencies note that
general improvement as well as increased efficiency and
effectiveness could result from integration. Varying
levels of inventory control and different software may
prove impediments to quick implementation.

Timing;: Could start with a common database of inventory so
Tri-Valley agencies can obtain inventory items from
each other.

Economies of Scale Factors = Comments

Managerial No reduction in management

Staffing No reduction in staffing

Technological Larger number of tools and equipment justifies more extensive software to track
usage and the number of tools to be purchased

Capital (Facilities and Sharing infrequently used equipment/tools saves money because fewer units are
Equipment) needed to be acquired

Risk/Liability Inventory control reduces risk of losses

Financial and Support Savings from purchasing fewer units
Reduced cost of multiple storage spaces

Ability to obtain parts from others immediately versus waiting for suppliers to
deliver

Challenges and Distances from work areas. An alternative is to have two or more regional locations
Impediments Since there is no current major investment in inventory systems, opportunity exists
to build an integrated system from the ground up without impacting any current
systems

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”

39



Results of Coordination/Integration Study

Phase 1
Opportunities for Integration

Management Partners

OSI 7: Integrate Meter Reading Services

Description: Move to a single meter reading and billing technology

and create a shared, trained staff.

Current Status: Current internal efforts are moving to implement new

technologies, but they are not coordinated.

Timing: Technology is changing rapidly in this field as are the

Managerial

needs of the agencies. Some internal efforts are too
advanced to integrate at this time, but future integration
is a viable option and should be planned in advance to
take advantage of opportunities for efficiencies.

Unifies management of meter readers

Staffing

May reduce staff expertise requirements for multiple meter reading systems.
Changing from manually read meters saves staff costs. A unified meter reading
system would allow for more economical routes to be designed. Staff savings may
be used to optimize technology resulting in service improvements rather than direct
cost savings

Technological

Single meter reading technology also provides for unified billing systems, which
could allow additional locations and methods for customers to pay bills, such as
paying on-line or automatically debiting customer bank accounts. With unified
billing, the bill sent to customer can still have the name of the agency providing the
service, so it is transparent from the customer’s point of view. Even if a unified
billing system is not possible or desirable, a unified meter reading technology allows
for a common database that can allow more efficient processing of bills for
individual agencies.

Capital (Facilities and
Equipment)

Initial capital costs of meters and a unified meter reading system is offset over the
long run by lower meter reading costs

Risk/Liability

Lower risk of workers’ compensation with reduction in meter reading staff,
especially in moving from manual reading

Financial and Support

Potential for unified billing system

Challenges and
Impediments

Compatibility of the agencies’ current meter reading technology or methodologies;
could be difficult to get software of the agencies to work together; likely to not
reduce costs due to complexities

Age and lifespan of current meter reading systems

May not be able to reduce staffing because while field personnel are not reading
meters they are using that time to troubleshoot, repair and replace the additional
meter equipment that makes automated systems possible

Major complexities in ensuring that the billing agency is accurately billing all
customers and that agencies receive appropriate revenues

Cash register functions are likely to remain with each agency

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 8: Expand on Laboratory Services Integration

Description: This option would build on the laboratory integration
already being implemented by the Tri-Valley utilities to
include more fully integrated laboratory and associated
equipment and staff serving all of the agencies. Plant
process laboratories would likely remain as is for
operational effectiveness, but there are opportunities for
integrating water quality laboratories and staff
chemists. A regional laboratory could be housed at an
existing treatment facility to serve all of the agencies.

Current Status: Zone 7 already provides some drinking water analyses
to its retail water agencies. The Tri-Valley agencies
have selected further laboratory services integration as a
project for internal study and possible integration.
Attachment F indicates those Tri-Valley agencies that
have identified their interest in expanding laboratory
service integration.

Timing: This option could be implemented following the Tri-
Valley agency internal study now underway.

Economies of Scale Factors ‘ Comments

Managerial Would establish one management structure for the chemist laboratory, rather than
separate structures as currently exist

Staffing May provide greater expertise to smaller organizations with coverage for normal
absences

Ability to provide in-house capabilities versus contracting for services and reducing
costs through competitive bidding (in-house vs. contracting); however, the cost
effectiveness of a contract may outweigh the convenience of doing the work in
house

Technological Would consolidate expensive equipment and staff expertise (e.g., could have one
gas chromatograph/mass spectrometer or atomic adsorption spectrometer for the
Tri-Valley agencies)

Capital (Facilities and Would reduce need for duplicate equipment and sites

Equipment)

Risk/Liability Unknown; minimal savings expected

Financial and Support Reduced equipment cost

Challenges and Differences in certifications for water and wastewater laboratories

Impediments Analysis needed to compare the cost effectiveness of contract for services from the

private sector with the convenience of doing this work in house
See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 9: Integrate Construction and Engineering Services

Description: Integrate engineering services and coordinate

construction projects. (Note: This OSI does not include
construction of joint facilities. New joint facilities
would be included in some of the Major Integration
Options.)

Current Status: DERWA and LAVWMA are present successes and

Timing;:

Managerial

provide a basis for expansion. Other examples are
recent contracts between the City of Pleasanton and
Zone 7 for development of Pleasanton’s 2010 Urban
Water Management Plan and Recycled Water Master
Plan (in process).

Sharing of specialized engineering staff or consulting
expertise (such as drafting, technicians, field work,
inventory data collection) and coordinating construction
projects can be accomplished in the short term. This
could lead to creating joint facilities over the long term.

Consolidated management savings

Staffing

Potential savings from reduced staff per unit output for developing bid
specifications and construction inspections

Technological

Ability to share staff expertise

Capital (Facilities and

Reduced cost per unit production by integrating engineering services and

Equipment) coordinating construction project schedules.
Coordinating and joint bidding of construction projects of the different agencies
may reduce staging costs and overall project costs per unit output
Risk/Liability Minimal savings expected

Financial and Support

Common bid specifications and coordinating construction projects may result in
lower costs to the agencies.

Challenges and
Impediments

Whether sufficient expertise is available in house or through a consolidated
arrangement would need to be determined

Agreeing to unified construction standards for joint projects, starting with the
more typical boilerplate contract sections.

Agreements on technical specifications would require a task force approach and
may also involve city and county requirements.

Determining the need to employ various types of expertise and whether to use
contractors.

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 10: Integrate Regulatory Compliance, Environmental
Management, and Security/Vulnerability Systems

Description: Each agency needs experts to handle regulatory

compliance, stormwater and flood control
environmental management, and security/vulnerability
systems, including remote site locations. One group of
specialists could serve all agencies as a “center of
excellence.” This could be located at a single agency
with service to all agencies.

Current Status: Some agencies have a difficult time retaining expertise

Timing:

Economies of Scale Factors

and providing back-up in these specialty areas. This is
a current need for some agencies but not for all. For
instance, Livermore has sufficient staffing.

The agencies could start by taking an inventory of
expertise and developing informal networks for mutual
assistance and then move to a more formal arrangement
if necessary or desirable. Another option would be for
the agencies to fund jointly one or more positions to be
housed in a single agency.

Comments

Managerial Minimal savings since this function will comprise a small portion of a manager’s
time
Staffing Since agencies may have only one employee performing these types of functions,

integration would provide coverage when employees leave or are on leave, and
provide backup assistance when major problems arise.

Technological

Increases and consolidates staff expertise

Capital (Facilities and
Equipment)

No savings on facilities or equipment

Risk/Liability

Providing staff to backup an agency’s vacancy can avoid potential risks and liability

Financial and Support

Minimal savings expected

Challenges and
Impediments

Any pending regulatory issues with the agencies

Determining responsibility for liability problems if a plant’s operations have
problems; would be a diffusion of responsibility and accountability that would need
to be addressed

Difference in regulatory compliance philosophies between the agencies

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 11: Integrate Sewer Collection System Maintenance

Description: Integrate this function by area, by type of maintenance,

or on an overall basis.

Current Status: Informal sharing of equipment and services,

Timing:

particularly during emergencies.

Pleasanton may have the ability to provide more
sustained support and services to other agencies.
DSRSD may have a need to obtain services for
subsurface repair. This could be a first step towards a
more comprehensive integration involving Livermore,
or it could be a stand-alone arrangement.

Economies of Scale Factors Comments

Managerial

Potential savings through consolidated management (fewer managers)

Staffing

Creation of specialized crews could increase expertise and reduce costs

Technological

Unified Computerized Maintenance Management System (CMMS) software

Capital (Facilities and
Equipment)

Better tracking of preventive and predictive maintenance reduces cost of replacing
equipment and facilities

Risk/Liability

Could increase tracking of potential problems

Financial and Support

Savings in management and staffing consolidation. Improved preventative
maintenance reduces long term capital costs.

Challenges and
Impediments

Compatibility and transition from existing CMMS software

Sewer system overflows is an increasing issue at the federal government level
Consider outsourcing this function

Travel time for emergency responses

Balancing responsibilities and accountability

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 12: Integrate Water Distribution Systems Maintenance

Description: Integrate this function by area, by type of maintenance,

or on an overall basis.

Current Status: Zone 7 and Pleasanton have integrated control of a

Timing:

Economies of Scale Factors ‘ Comments

Managerial

portion of their respective SCADA systems. Zone 7 has
engaged Pleasanton several times for field assistance on
various projects. There is additional informal sharing of
equipment and services, particularly during
emergencies.

Pleasanton may have the ability to provide more
sustained support and services to other agencies.
DSRSD may have a need to obtain services for
subsurface repair. This could be a first step towards a
more comprehensive integration involving Livermore
and/or Cal Water, or it could be a stand-alone
arrangement.

Savings through consolidated management (fewer managers)

Staffing

Creation of specialized crews increases expertise and reduces costs

Technological

Unified Computerized Maintenance Management System (CMMS) software

Capital (Facilities and
Equipment)

Better tracking of preventative and predictive maintenance reduces cost of
replacing equipment and facilities

Risk/Liability

Increased tracking of potential problems

Financial and Support

Savings from specialized crews and tracking maintenance efforts

Challenges and
Impediments

Compatibility and transition from existing CMMS software
Travel time for emergency responses
Balancing responsibilities and accountability

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 13: Integrate Closed Circuit TV Inspection of Sewers and
Storm Drains

Description: Establish one group or contract for providing

specialists/equipment to serve all agencies. This option
may include other pipeline inspection methods and
evaluation surveys.

Current Status: No existing collaborations; however, Attachment G

Timing:

indicates which agencies have identified interest in
expanding integration of this service. With sanitary
sewer overflows a more heavily regulated and cited
(and litigated) class of violations, the three agencies
operating collection systems will have a growing
interest in adding expertise in this area.

San Ramon has indicated an interest in obtaining
services from other agencies for storm drains. This
could be a first step towards integration.

Economies of Scale Factors Comments

Managerial

No cost savings

Staffing

Creation of specialized crews increases expertise and reduces costs per unit output

Technological

No savings over existing technologies.

Capital (Facilities and
Equipment)

Would reduce the number of camera rigs needed

Risk/Liability

Help avoid regulatory citations and litigation over sanitary sewer overflows

Financial and Support

Improves service level with some additional cost, but minimized by integration

Challenges and
Impediments

Consider outsourcing to provide savings or integrate under one agency. The scope
of work will be critical because it will tend to be more efficient to do work in-house
to the degree camera crews can be kept busy all the time. A competitive bidding
process can be used to compare in-house versus contracting costs.

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSl 14: Integrate After-Hours Call Out/Emergency Response

Description: Establish an integrated after-hours call out/emergency

response function.

Current Status: No current collaborations.

Timing:

Economies of Scale Factors ‘ Comments

Managerial

Pleasanton has expressed a willingness to provide
emergency callout services to other agencies and
DSRSD has expressed an interest in acquiring
emergency callout services. That arrangement could be
a first step towards further integration.

No savings

Staffing

Reduces number of staff on standby and provides a larger pool for standby
assignments

Technological

Single call in number for customers

Capital (Facilities and No savings
Equipment)
Risk/Liability Backup standby staff may result in quicker responses to emergencies

Financial and Support

Potential savings in staff costs

Challenges and
Impediments

Ability to get appropriate repair equipment and materials to emergency site

Responding to and troubleshooting multiple complex systems built to different
standards will require extensive cross training

Response time to emergency call-outs
Labor agreements may stipulate different provisions related to call-outs

See Table 15, “Checklist of Implementation Factors To Consider: Challenges and
Impediments for Service or Institutional Integrations”
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OSI 15: Create Contract Labor Pool Management

Description: Establish one organization as the lead to recruit and hire
employees or share a pool of contract or temporary
employees for the utility functions. The employees
would then be paid and managed by each individual
agency. Agencies may also release permanent
employees to work part time for other agencies on a
temporary basis to fill an urgent need.

Current Status:  No existing collaborations.

Timing: This option could be split in two. An interim
integration could be the recruitment of potential
employees and creating hiring lists through an
integration of human resources functions. Another
could be a central dispatch or clearinghouse for
temporary employees.

Managerial May reduce human resources managerial costs

Staffing More efficient use of staff; potential use of temporary agency services on a
contract basis

Technological Unknown; savings unlikely

Capital (Facilities and Minimal reduction in office space required
Equipment)

Risk/Liability Standardization of job specifications and background checks may reduce risk

Financial and Support May reduce the number of staff needed for recruitment and hiring

Challenges and Cities may have concerns about spinning off recruitment functions
Impediments Current labor agreements

There are significant impediments to any involvement of Zone 7 while it
remains under the County’s civil service requirements.

Disciplinary actions and on-the-job injuries/workers compensation issues
would need to be resolved (for instance, with an employee from one agency
doing work for another agency)

See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations”
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Sorting of Operations and Support Integration Opportunities

As noted in the Project Approach section of this report, there were three
levels of sorting.

Level 1: Sorting a range of options into one of five categories on the
continuum of collaboration to integration described earlier in this report.
Category 4 of the continuum is for Operations and Support Integration
Opportunities, which is the subject of this section of the report.

Level 2: Second level of sorting based on time to accomplish integration
(near-, mid- and long-term).

e Near-term (one through two years)
e Mid-term (three through ten years)
¢ Long-term (more than ten years)

The long term items are opportunities that are likely to require more time
and expense and have particular challenges or factors that may impede
integration, but would have value in exploring further.

Level 3: The third level of sorting was focused on potential for cost
savings or cost avoidance (high, medium or low). Cost savings are rated
in terms of the cost of the function, not the total agencies” budgets. Cost
savings will also vary between agencies depending on their current
situation, thus a specific integration may produce overall medium
savings across all agencies but low savings for a specific agency. While
service improvements may be expected for many of the operations and
support integration opportunities, they will generally be considered
“added value” not considered in the sorting.

Each of the 15 operations and support integration opportunities is listed
in Table 5, sorted by Level 2 (time to implement) and 3 (cost savings or
avoidance and service improvements). Please note that this sorting
technique has been done based on industry knowledge as a way to aid in
further discussions by the agencies about which they wish to pursue in
further analysis.

Detailed analysis will be required to identify accurate cost savings and
potential service improvements. This analysis will include known and
potential challenges and impediments, and solutions to address those, as
feasible. It is likely that in some instances, fatal flaws identified through
analysis will eliminate some of the 15 potential opportunities. The
Operational and Support Opportunities recommended for a Phase 2
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analysis are shown in Table 5. These six opportunities were selected
because they appear to meet one or more of these factors: expansion of an
existing collaboration; the ability to start from the ground up; or, a
collaboration that would improve services without impacting other
program areas.

Table 5. Operations and Support Integration Opportunities

. . Consider

Operational and Support Integration Opportunities L EEL Lilh 1 Low, M_edlum or. High Phase 2
Long Term Cost Savings/Avoidance A .
nalysis

0OSI 1. Expand Utility Fleet Maintenance Integration Mid Mid - X
OSI 2. Integrate Operation and Maintenance of Wells Mid Mid -
0SI 3. Integrate SCADA Systems for Pump/Lift Stations Long Mid -
OSl 4. Integrate Water Conservation Programs Near Mid - X
OSI 5. Integrate Utility Information Technology (IT)
Functions Long High 1
OSI 6. Integrate Inventory Control and Management Mid High 1 X
OSl 7. Integrate Meter Reading Services Long Low
OSI 8. Expand on Laboratory Services Integration Mid Mid - X
OSI 9.Integrate Construction and Engineering Services Mid Low
0OSI 10: Integrate Regulatory Compliance, Environmental
Management and Security/ Vulnerability Systems Near Low
0SI 11. Integrate Sewer Collection System Maintenance Mid High 1
OSl 12. Integrate Water Distribution Systems
Maintenance Mid High 1
OSI 13. Integrate Closed Circuit TV Inspection of Sewers X
and Storm Drains Near Mid -
0SI 14. Integrate After-Hours Call Out/Emergency X
Response Mid Mid -
OSI 15. Create Contract Labor Pool Management Mid Mid -

Major Integration Options

In addition to examining service and operational integration (OSI)
opportunities, the Tri-Valley Utilities asked Management Partners to
consider further opportunities for integration, hence the fifth category on
the continuum of collaboration described earlier in this report. This
category consists of what we have called major integration options because
they will result in substantial changes in institutional relationships and
large economies of scale. Through consultation, the Tri-Valley Utilities
and Management Partners have identified 10 types of major integration
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options, although there are numerous variations and sub-types that could
be tailored specifically to meet the interests at the time of integration.
Most, but not all, should be considered long-term options at this time.

The Major Integrations Options are:

Integrate management of stormwater under one entity

Provide recycled water services under one entity

Integrate all wastewater services under one entity

Integrate all wastewater services under one entity, including the

LAVWMA system

5. Integrate all water distribution system and retail water services
under one, two, or three entities

6. Integrate all water treatment, distribution system, and retail water

= ® N =

services under one entity

7. Integrate all water services under one agency

Integrate all water and wastewater services under one agency

9. Integrate all water, wastewater, and recycled water services under
one agency

®

10. Integrate all utilities under one agency

Table 6 lists the major integration opportunities and the potential
economies of scale that could be accomplished. Key challenges and
potential impediments are summarized for each option and are further
defined in Table 15 below.

Table 6. Major Integration Options and Descriptions™

Major
No. | Integration Options Scenario Descriptions, Potential Benefits, and Potential Issues
1 Integrate Description: Increased exposure of city general funds may make it desirable to look for an
stormwater option other than the status quo.

management under
one entity Water, wastewater, and recycled water would remain status quo or pursue different options.

Potential Benefits: Economies of scale, plus cities may benefit from reduced exposure to risks
associated with stormwater management.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.”

There would be a need to coordinate permit requirements and engage Zone 7 and counties
(Alameda and Contra Costa) that are already involved in stormwater management to some
degree on a regional level.
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Major

Integration Options

Provide recycled
water services
under one entity

Scenario Descriptions, Potential Benefits, and Potential Issues
Description: Because recycled water is actively evolving, it provides the best opportunity for
new institutional arrangements in the immediate or near term. This option could involve
reformation of DERWA to include more Tri-Valley entities and either retaining EBMUD as a
member or establishing EBMUD as a wholesale customer of the new entity.

The DERWA and Livermore recycled water systems are the status quo.

Water, wastewater, and stormwater would remain status quo or pursue different options.
Interim steps under this option would include expansion of the present two-agency
arrangement, specifically by contracts for service to Pleasanton. Those steps are underway.

Potential Benefits: Economies of scale. Integrating recycled water would not be delayed by
integrating other utilities on a later schedule.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.”

EBMUD would need to be engaged in the process because it is presently a DERWA member and
has a long-term interest in delivery of recycled water to its service area. EBMUD would need to
agree to a change in the institutional arrangements.

Integrate all
wastewater services
under one entity

Description: This would involve integrating the wastewater services and operations of
Livermore, Pleasanton and DSRSD into one entity.

Integration under two agencies (Livermore and DSRSD) with Pleasanton operating as a satellite
collection system agency to DSRSD is the status quo.

Water, recycled water, and stormwater would remain status quo or pursue different options.

Potential Benefits: Economies of scale. Also, Livermore and Pleasanton may be able to
generate more general fund money by divesting of their wastewater utility to another entity.

Potential Issues: See Table 15, “Checklist of Implementation Factors to Consider: Challenges
and Impediments for Service or Institutional integrations.”
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Major

No. Integration Options

4 Integrate all
wastewater services
under one entity,
including the
LAVWMA system

Scenario Descriptions, Potential Benefits, and Potential Issues
Description: This is a variation of Option 3. Once all wastewater services are under one
agency, a logical next step would be to include Livermore-Amador Valley Water Management
Agency (LAVWMA).

Water, recycled water, and stormwater would remain status quo or pursue different options.

Potential Benefits: Economies of scale. Also, Livermore and Pleasanton may be able to
generate more general fund money by divesting of their wastewater utility to some other
entity. Simplify the operation of LAVWMA.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.”

All of the LAVWMA agencies and EBDA would need to be engaged in the process because of
their existing long-term interest in LAVWMA.

5 Integrate all water
distribution system
and retail water
services under one,
two, or three
entities

Description: Status quo is four primary retail water entities: Pleasanton, Livermore, DSRSD,
and Cal Water.

Under Option 5, one or more of these entities would integrate water distribution systems and
retail water services with another of the entities, or Zone 7 if it were to enter the retail water
business. Water rights, water treatment, regional groundwater management, and wholesale
water service would remain with Zone 7 or a successor. If a present retail water provider
retains its water supply contract with Zone 7 while turning its retail operations over to another
entity, it will become a water wholesaler.

Wastewater, recycled water, and stormwater would remain status quo or pursue different
options.

Note: This option is actually multiple separate options since the integration could be into one,
two, or three entities with different combinations of participating agencies. For convenience of
discussion, we have grouped them all into one general option. For example, one such variation
could be an “East-Side/West-Side” option, with Livermore and Cal Water integrating to form the
East Side system and Pleasanton and DSRSD integrating to form the West Side system.

Potential Benefits: Economies of scale. Integrating retail water is not held back if wholesaler
Zone 7 and other utilities are unable to integrate. Also, Livermore and Pleasanton may be able
to generate more general fund money by divesting of their water utility operations by lease or
sale to either Zone 7 or to Cal Water or some other investor owned utility (IOU). If the two
cities become water wholesalers, they will no longer be under the restrictions of Proposition
218 because Proposition 218 only applies to “rates set,” not contract arrangements.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.” There will be a wide variety of

issues related to the specific details of each option that would need to be resolved.

Publicization of the Cal Water system would likely require an eminent domain action.

53




Results of Coordination/Integration Study

Phase 1

Opportunities for Integration Management Partners

Major
No. Integration Options
6 Integrate all water
treatment,

distribution system,
and retail water
services under one
entity

Scenario Descriptions, Potential Benefits, and Potential Issues
Description: Under this option, water rights, regional groundwater supply, and some wholesale
and retail water service would remain with one agency, whether a current Tri Valley utility
provider or a successor agency. All other water utility functions, including water treatment,
which is presently a Zone 7 function, may fall under a different entity, whether a current Tri
Valley utility provider or a successor agency.

Wastewater, recycled water, and stormwater would remain status quo or pursue different
options.

Potential Benefits: Economies of scale. Other entities (the rest of Tri-Valley without Zone 7)
would not be held back if Zone 7 is unable to integrate beyond its water treatment function.
Also, Livermore and Pleasanton may be able to generate more general fund money by divesting
of their water utility functions to another entity.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.”

Publicization of the Cal Water system would likely require an eminent domain action.

7 Integrate all water
services under one
agency

Description: This would involve creating one public agency for all retail and wholesale water in
the Tri-Valley area. Wastewater, recycled water, and stormwater would remain status quo or
pursue different options.

Potential Benefits: Economies of scale. Integration of water would not be held back if other
utilities are not integrated. This option would allow for the continued efficient management of
the groundwater basin by integrating groundwater recharge and regional flood protection
using the same facilities at different times of year.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.”

Publicization of the Cal Water system would likely require an eminent domain action.
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Major

No. Integration Options

8 Integrate all water
and wastewater
services under one
agency

Scenario Descriptions, Potential Benefits, and Potential Issues
Description: This is full integration excluding recycled water and stormwater. It is possible that
recycled water will integrate significantly earlier than water and wastewater and that it would
have an effective service structure that should not be changed. In that case, it may be that the
systems should remain separate. Itis also possible that attempting an integration that includes
stormwater would be undesirable or impractical. Stormwater and recycled water would
remain status quo or pursue a different option.

Potential Benefits: Economies of scale. Not exposing the other utility functions to the risks
associated with stormwater management plus not disrupting existing arrangement for recycled
water.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.” Nearly all the factors will need to be

considered for this option.

Separating the stormwater and recycled water utility functions, if not remaining status quo, will
require having a willing recipient agency.

Property tax revenue may follow the stormwater utility function.
There may also be a reduction in efficient management of the groundwater basin as, currently,
Zone 7 integrates groundwater recharge and regional flood protection using the same facilities

at different times of year.

Publicization of the Cal Water system would likely require an eminent domain action.

9 Integrate all water,
wastewater, and
recycled water
services under one
agency

Description: This is Option 8 with the recycled water function. Stormwater would remain
status quo or pursue a different option.

Potential Benefits: Economies of scale. Not exposing the other utility functions to the risks
associated with stormwater management.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.” Like Option 8, nearly all the factors
will need to be considered for this option.

It is likely a long term goal or possibility rather than a direct objective. Separating the
stormwater utility function, if not remaining status quo, will require having a willing recipient
agency.

Property tax revenue may follow the stormwater utility function if there is a change in the
status quo.

There may also be a reduction in efficient management of the groundwater basin as currently
Zone 7 integrates groundwater recharge and regional flood protection using the same facilities

at different times of year.

Publicization of the Cal Water system would likely require an eminent domain action.
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No. Integration Options

10 Integrate all utilities
under one agency

Scenario Descriptions, Potential Benefits, and Potential Issues
Description: This is the “full integration” option, which means that all of the utility functions of
the six Tri-Valley agencies and possibly also Cal Water would be combined into one public
agency. The functions referenced include water, wastewater, stormwater, groundwater and
recycled water. A new agency could be created for this option because no single agency now
has the necessary authority and jurisdiction. The new entity would have to be a public agency
in order to hold the State Water Project (SWP) contract now held by Zone 7.

Potential Benefits: Probably provides for the greatest economies of scale.

Potential Issues: See Table 15, “Checklist of Implementation Factors To Consider: Challenges
and Impediments for Service or Institutional Integrations.” Nearly all the factors will need to be
considered for every option, but for this option in particular. Other major integration options

may be “stepping stones” leading toward this option, or they may be endpoints.

Publicization of the Cal Water system would likely require an eminent domain action.

*The term “agency” does not include an investor-owned utility (IOU). The term “entity” includes all agency options, plus

investor-owned utilities.

Sorting of Major Integration Options

Table 7 shows the major integration options based on similar criteria as
the operational and support opportunities. It sorts the options in terms of
the time required to evaluate, plan and implement these major
integrations.

¢ Near-term is one through two years;
e Mid-term is three through ten years; and
¢ Long-term is more than ten years.

Also included in the table is an indication of potential for low, medium or
high level of cost savings/cost avoidance. The specific cost savings would
be identified through detailed analysis of each of the options.

Input from stakeholders will also be essential in analyzing any of the
major integration options. A variety of issues will need to be examined
for each of the options. A list of issues is provided in Table 15, “Checklist
of Implementation Factors to Consider: Challenges and Impediments for
Service or Institutional Integrations.”

As shown in Table 7, we believe all of the major integration options have
the potential for high cost savings or cost avoidance, with the exception of
Option 1 (integration of stormwater management) because that option
would involve cost shifting and