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Executive Overview

Established as the first EFC in 1992, The Universitiefv Mexico Environmental Finance Center (UNM-EFQyes
USEPA Region 6 and is located at the New Mexico Eggling Research Institute. The UNM-EFC initially &egvith an
emphasis on the application of public-private paghigs to owning and operating public water and wagevisility
systems. With the anticipation of NAFTA, the UNM-EFf@yided technical assistance to border communitiesayswo
reduce costs for basic sanitary services. Additiondly UNM-EFC researched financing alternatives for mvhental
infrastructure along the U.S.-Mexico border whicteteserved as a guide to feasible choices for publicypdecision making.
The UNM-EFC field-tested a water and wastewatermaidel with several New Mexico communities during 19B&ining

in the use of the rate model is a mainstay of the €fm@ncial outreach program, throughout Region tstaAssistance with
the capacity development requirements of the SafekDig Water Act, specifically as they relate to fedestate, tribal, and
local governments and public and private small weystems, has been the main focus of the UNM-EFC fogpaketwo
years. ldentifying financing options and promotingoost, alternative, and appropriate technologiesystem capacity
development projects, at affordable and viable Evsla particular commitment of the UNM-EFC. The E&Gsing the
World Wide Web to make information available thrbuts home page attp://nmeri.unm.edu/ta/efc.htm

. PROPOSALS

Wellhead Assessment of a US-Mexican Transboundary Watersti Using a Geographic Information System as a
Decision Support Tool
Submitted to USEPA Water Quality Protection DivisiodRegion 6
December 4, 1997

The purpose of this project is the identification mfthrisk areas for groundwater contamination in tHebtes/Los Muertos
watershed along the US-Mexico border around the@biis, New Mexico and Palomas, Chihuahua area. lpatgmses Best
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Management Practices (BMPs) to mitigate continuatiforontributing contamination factors, specificallydugh the
establishment of a wellhead protection area (WHPAy@m using a geographic information system (GIS)li@pharticipation
through community outreach would play an importat in the decision making process and managemectiqges.

Restoring Ecological Balance in Native American Comnmities: Coupling Comprehensive Community Planning wth
Ecological Design
Submitted to USEPA American Indian Environmental Offic
Collaborative project with the Environmental Financeebter - Region 5 as Lead
November 26, 1997

This proposal identifies how a network of universitptegs and an ecological design institute can workthagen helping
Native American communities restore ecological batahcough the appropriate use of comprehensive corityplanning
and ecological design technigues. The intent is to asgidtative American communities over the next threars to help them
define methods to redesign and redevelop themsehgrsater harmony with their surrounding ecosystems abddts. These
six communities would then be used as role models torinbther Native American communities about howdooanplish
similar sustainable community development goals.

Financial Capacity Assistance Along the US-Mexico Bort Region
Submitted to USEPA Office of International Activities
November 25, 1997

One of the greatest problems along the U.S. Mexiaol@&dn terms of financing water and wastewater Biftecture is the
ability to set sustainable and equitable rates andritélingness of people in the communities to payrtbeessary rates. This
problem is not unique to the border area, but isqdarly common and pronounced in this area - alootlp sides of the border.
Part of this problem relates to a lack of understamdirhow to set rates and what elements should bededlin a sustainable
and equitable rate. Another part of this problemlac of understanding within the community regagdivhy they need to pay
for the water or wastewater treatment.

This proposal is being submitted to provide a meanddeoeas some of these issues in border communities. Tovachie end,
the UNM-EFC would partner with a Mexican partned &ime EFC Network, as appropriate, to provide edoican rate setting
on both sides of the border. This proposal is intenddxtcomplementary with the proposal submitted td\sbkth American
Development (NAD) Bank described below.

Environmental Finance Center Network with the Environmental Financial Advisory Board
North American Development Bank Assistance Work Plan

Submitted to North American Development Bank
November 25, 1997

The goal of this project is to provide the North Ainan Development Bank assistance with community firsdmapacity as it
relates to the issuance of NADBank or other loansrgirenmental infrastructure projects in the US-Mexarder region.
This assistance will be coordinated and led by the éfgity of New Mexico Environmental Finance Centaratidition to the
UNM-EFC, assistance will be provided by the EnvirontakRinancial Advisory Board and the Environmentialafce Center
Network (additional EFCs in Regions 2, 3, 5, 9, a@y &s appropriate and applicable.

Strategic objectives include the following:

¢ help the NAD Bank in its efforts to fund environmentdrastructure projects along the U.S./Mexico baoritheough
assistance to the NAD Bank and directly to communities;

¢ improve the financial capacity of communities aldong border region; and

¢ long-term educational process of ratepayers (at thmer level) on both sides of the border.

Utility Rate Assistance for Wastewater Systems within Do#a Ana County
Submitted to DoA+a Ana County, Community Developrm&epartment
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Collaborative project with the Environmental Financeebter - Region 10
October 08, 1997

The intent of this proposed project is to use the RateRroi¢ Y utility rate model and apply its use teenrcounty-related
work for the DoAza Ana Village wastewater system inA2a Ana County, New Mexico. The objective is to datme
equitable and reasonable utility rates for DoA+a Alillage, a designated colonia.

The rate model would be used to assist DoA+a Ana Cawityutility rate setting and structures in a variefysettings as
follows:

¢ Training Sessions for Utilitiedhold a day-long training session where ten watercavaéstewater utilities are given basic
information on utility rate setting, background oat& Mod Proi¢,%2, and hands-on instruction on the ueaghodel
using their data. The communities leave the sessionandtipy of their rate structure and, if desired, meggive
follow-up assistance from the EFC.

e One-on-One Assistance with Water and Wastewater Utilitresk directly with water and wastewater utilitiessietting
and evaluating rates.

[Il. CURRENT INITIATIVES

Small Water System Capacity Development

The UNM-EFC devotes a majority of its time to capadiévelopment endeavors. At present, capacity demetapwork is
performed under three separate USEPA contracts:

¢ Increasing Drinking Water Viability In New Mexico

Assistance Agreement #X-996578-02
o Section A: New Mexico Capacity Development Strategy
o Section B: Rate Model Workshops and Demonstrations
o Section C: Meeting with Region 6 States

e Capacity Development for Native American Tribes Boeblos
Assistance Agreement #H-996822-01

e Capacity Development: Assistance to States and Nativeridan Tribes

Subcontract Agreement with EFC-10

The UNM-EFC has also completed work in capacity dgwelent under a contract from the Texas Natural Ressur
Conservation Commission which is described in the Pt®f@ection of this report.

The EPA defines capacity, formerly called viabiliégthe ability of a water system to consistently providditjuservice at an
affordable costThis encompasses the technical, financial, and maaagapability of a system to consistently comply wéth
state and federal regulations. Capacity can also lmeiseemuch broader context than merely regulatomgpliance; it can
involve economic development, population growttd #re role of the government and private sectoraviding public
infrastructure.

Increasing system capacity is a two-step process. Thetists the assessment of overall system capacity, asddbed step
is the enhancement of system capacity through dieebhical assistance. System capacity exists along anaanmiand
information about present and future needs of watgesys must be incorporated in the process in ordet thgentire
picture.

Involvement with National Capacity Development Effert

The EFC Director attended several meetings in Washing.C. related to SDWA and small water system c#&paci
development. On March 17, the Director met with B8E Office of Water to discuss a pilot program initi@tto fund a
portion of six state capacity development efforts fldBEPA Region 6, 8, and 10. On March 18, all of e Directors met
with Robert Blanco, Director of the Ground Wateotection Division from USEPA's Office of Groundwaserd Drinking
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Water in Washington, D.C. to discuss national pricsitied initiatives in capacity development. On Mar@htBe EFC Director
attended the National Drinking Water Advisory Coli@apacity Development Task Force Meeting. In Aghie EFC Director
met with the EFC-10 Director in Salt Lake City, bt@ discuss capacity development. In October, thedir attended the
Association of State Drinking Water Administrators @mehce in Savannah, Georgia.

New Mexico Capacity Development Strategy
Section A of the "Increasing Water Viability in New Méoo" Grant
August 1996 - Present

The UNM-EFC worked closely with the New Mexico Erriment Department (NMED) in support of the changesrésulted
from the 1996 Amendments to the Safe Drinking WAtr(SDWA). The EFC has supported the NMED througitdssions,
meetings, and informal outreach concerning the impiithe SDWA amendments. Throughout 1997, the Eir€ttbr and staff
participated in the New Mexico Safe Drinking Waketvisory Group meetings. The EFC hosted a public mgetn July 23,
1997 for NMED on the New Mexico Safe Drinking WaRrogram and State Revolving Loan fund. The agémdaded
presentations on the Overview of the Safe DrinkingdMBrogram in New Mexico, the Intended Use Plamding for the
Set-Asides, and the Priority List. Information was gisesented on the State Revolving Loan Fund, hodve Mexico
Finance Authority and the Environment Departmenitwidrk together, the leveraging plan, applicatpmocess, and the
affordability criteria for Disadvantaged Communiti&#se EFC Director made a presentation to the Dripkifater Advisory
Group, along with representatives from EPA Region August 1997. The EFC Director presented the processto complete
the Texas Natural Resource Conservation Commission (TNR@pacity Development Strategy and the specifithef
strategy.

Capacity Development Assessment Tool

The EFC is developing a three-tier capacity assessim@rthiat may be used to determine systems in needufital
assistance and also may be used to determine if SRiEayplhave adequate capacity. The first tool deeelap for the
smallest water systems in the state and defines the mimienel of capacity for this size category. The tealivided into
three modules: technical, financial, and manageFiaé. tool is designed to lead the user to a conclubkiatreither there is or is
not sufficient capacity for each of the componergshical, financial, managerial). Directed techh&ssistance can then be
provided to the water system, through the state SR&ss¢ funds, to bring the system up to the level mbéateSRF funding.
The additional tiers of the capacity development assesstool include additional items beyond those infitse tier for two
other size categories. In theory, the tier approachgnizes the inherent differences between systemitiipatand resources
depending on the type of system (municipal vs. mdimime park) and size and recognizes that it may notddistic to expect
all systems to achieve identical levels of capacitygéasystems would be held to a higher standard thgrsweall systems;
however, small systems would still have to meet themmini requirements to ensure that the systems providaygdiahking
water in compliance with the regulations.

Capacity Development: Arkansas, Louisiana, and Oklahoma
Section C of the "Increasing Water Viability in Newxide" Grant
1997 - Present

Review of Capacity Development Initiatives in Otheaféis and Region 6 Capacity Development Clearinghouse

The EFC reviewed existing and on-going capacity bgreent efforts in other states. Contact with othetesthas been
maintained regarding capacity development efforsughout the nation. This has allowed the EFC to simémemation
regarding those programs with Region 6 states ancetept information regarding other successes and faillinesEFC is
maintaining this capacity development informatiorséove as a Clearinghouse for Region 6 states. In additie EFC has
attended meetings and conferences that are relateghémity development efforts of New Mexico, othatest within EPA
Region 6, other states outside of EPA Region 6, atidna initiatives. This attendance has enhanced bilityato act as a
resource for EPA Region 6 states and to EPA Regitsef.i

Capacity Development Outreach to Additional Regioisttes

The EFC director worked with USEPA Region 6 représiires to develop a Capacity Development Assistanocgr&®m for
Arkansas, Louisiana, and to discuss how the EFC carillzedito meet those needs (the EFC is currently wgrkiith New
Mexico on capacity development and has worked wétkaE under a separate contract in creating a Cafiaeiyiopment
Strategy). Following the meetings with representativem Arkansas, Louisiana, and Oklahoma, the EFChaillvorking with
EPA to develop a series of modules to provide guidandeassistance to the states in completing their dgmiielopment
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strategies.

The EFC has met with agency representatives from Adsri_ouisiana, and Oklahoma to present the capacigfapenent
efforts of New Mexico and Texas, to discuss what the ER@iirements are, what will be required to gain ER4jion 6
approval for the strategy, state flexibility in theastgy, and the potential for assistance from the tFaligh this existing
grant. Meetings were held for two days in each ofsthges. Discussions with individual states focused ondleéérminations
and perceptions of the greatest need in the fornomlati a Capacity Development Strategy.

Native American Capacity Development
EPA Region 6 Tribes and Pueblos
1997 - Present

The Reauthorization of the Safe Drinking Water iscAugust of 1996 included the establishment of thevdaAmerican
Revolving Fund for Native American Tribes, Pueblag] Alaskan Native Villages. The Fund is administeredhigyEPA
Regional Offices. It is similar to the state-adminisier@volving loan funds, established to provide resauit¢he form of
monetary and technical assistance to small and medionmanity drinking water systems. But in the case ofNhgve
American Revolving Fund, the funds are in the fofrgrants rather than loans. The UNM-EFC is focusin@itgl Native
American efforts on adapting the concept of capatdtyelopment to fit within the institutional frameskaf the Tribes and
Pueblos in New Mexico.

One of the first goals of the UNM-EFC effort is thdidigion and documentation of problems that are ugitp the different
Pueblos because of attitudes towards natural resousrgs)y governmental structures, or the current statieeir
environmental programs. The EFC will visit as manyhef Pueblos that operate water systems as possible.rékefoltd
purpose of these meetings is to:

¢ gain a better understanding of the problems theys@eharent in increasing water supply capacity inchamunity;
e introduce the concept of capacity development anatt means to the Tribe in terms of grant monied; an
¢ discuss and design the types of outreach and educapimgrhms most beneficial to each particular Tribe.

As part of the above effort, the EFC staff met wigwNMexico's All Indian Pueblo Council's Pueblo OffafeEnvironmental
Protection (PEOP) to:

o discuss methods of working with a number of Pueblos;
o describe what tools the EFC has available for assessihgledes' needs in capacity development; and

o determine which of the 19 New Mexico Pueblos are rikedly to be receptive to the capacity developmmotess,
considering the current state of their environmeptagyram.

In conjunction with the PEOP, the EFC has offeredsémste to the Santo Domingo Tribe in the establishiaxehtraining of a
Water Utility Authority and in the implementatiori @ water system capacity development program. Rahnisactivity would
be the use of the RateMod Proi¢ % utility rate mamaklp the Utility Authority board members understavhat elements are
involved in equitable and sustainable rate deternginatn addition, the UNM-EFC staff will attend a ®B two-day summit
meeting with Pueblo leaders, Pueblo environmentagnam staff, and state and federal agencies. Eatie #fueblos will have
the opportunity to present their environmental paogs and projects. The summit will provide informatésnto which Pueblos
have committed environmental programs and are rigteciat implementing a capacity development program.

The UNM-EFC is also in the process of establishing avdaimerican Drinking Water Task Force. Because ofrtifortance
of having stakeholder involvement in the process oEliping and implementing a capacity developmeagram, the Task
Force will include people who represent a broad easfglribal and Pueblo interests. It may be difficalactually have Tribal
members from a cross-section of Tribes attend meetimggfore the EFC will conduct this Task Force inigtal" manner.
Tribal input will be gathered through phone calds, e-mail, and personal visits. Periodic meetingsdwiheld if enough
members have the time to travel and attend.

Because Tribal governments generally have a rapmbtear, the most effective method of reaching a lasgment of the Tribal
population is through an educational and outreaogram. This is necessary for the capacity developnffart & be effective
because it allows a "buy-in" from several members efTitibal community. The EFC will develop a progratrategy that
trains tribal environmental program staff who camtge out into the community and train the Tribaféwistrative bodies and
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other Tribal members. This type of approach woulgdxticularly valuable for those traditional Tribesandonduct policy
setting meetings in their native language.

In summary, the above strategies in working with tlagiv American Tribes will both define program neadd develop
programs to:

¢ assess the existing capacity of each water supply system;
¢ develop and present solutions to enhance system cgpauity

e implement changes that will allow the system to sustsétf in a viable condition.

Capacity Development Strategies: Assistance to StateschNative American Tribes
Collaborative project with the Environmental Financeebter - Region 10
1997 - Present

This collaborative project with the Boise State Eonmental Finance Center for EPA Region 10 (EFCid.@)nded through a
grant from the USEPA Office of Ground Water andnRimng Water. Although both Centers are doing equalbportionate
work ,the EFC-10 is the designated grantee whileJiiM-EFC is a subcontractor for the grant.

Collectively, the EFC-10 and the UNM-EFC are praviddirect assistance to five states in Regions 6, 818nuah addition to
the Native American Tribes located in Region 6 tosishese entities in meeting capacity developmengglyatquirements of
the 1996 SDWA Amendments. The states involved incNiel@ Mexico and Texas in Region 6; Utah in Regioarg] Alaska
and Idaho in Region 10.

New Mexico: Expanding the Effectiveness of a Capaditgvelopment Strategy

The UNM-EFC is performing a study of past recipientsvafer system funding to determine if there is sigaiftcdifference
between the capability of a system prior to and dfteding based on the type of funding. This projeatésigned to assist the
State in expanding the role and effectiveness obteeall capacity development strategy describedritnén detail later in this
section.

The project study includes the following areas of examon:

e grant recipients (legislative, Community DevelopmBluick Grants (CDBG)); grant/loan recipients (RuravBlepment);
and loan recipients (NMED's Rural Infrastructure Paogy,

o different types of systems, i.e., mutual domestics, nipalities, and sanitation districts, that cover thegyaphic area of
the state; and

e projects that are essentially comparable types ofidietiysuch as storage tank replacement or distriblitierextensions
(no anomalies).

Using the capacity assessment tool currently being deedlby the UNM-EFC, the technical, financial, amahagerial
capacity of the system after funding will be analyZBus capacity will be compared to the capacityobefunding, to the
extent that this is feasible given the limited infotima that is currently kept for systems. The systems thidrefore, be
compared to themselves before and after funding t® axwy differences or improvements. In addition, siméize and type
systems that completed similar projects will be comptreghch other based on funding type (grant, gaart/lloan) to
examine whether any of the systems requested addifiem#ihg during the selected time period.

The study of past grant and loan recipients ties ieti&n 1420(c) (2) (B) of the Safe Drinking WatestAA major impairment
to capacity development in New Mexico is the widaikability of "free" money, i.e., grants, and otlseurces of loan funds. If
the capacity development strategy ties only to theJRK and not to these other funding sources, it willdrg difficult for the
State to improve overall viability of drinking watsystems throughout the state. In fact, systems maytionatly avoid the
DWSREF if they know they have to follow viabilityiteria verses other moneys that do not require a dggaview. Therefore,
this study will be a component in the State's effartiénk all of the funding sources under the "umbretdfithe capacity
development program. This linkage would be a trernaa@&nhancement to overall development efforts wittdw Mexico.

Texas: Capacity Development Strategy Videotape

The UNM-EFC will develop a videotape intended f@tidbution to water systems across the state to destwéb8tate of Texas
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Capacity Development Strategy and the requiremefdsed to DWSRF funding. Since Texas is large botewgraphic size
and population with numerous public water systems,difficult for state agencies such as TNRCC to reaishdhge audience
through face-to-face contact alone. The videoteynéch will be approximately 15-30 minutes long, iteimded to assist the
State in its education and outreach efforts relaae®dWA and capacity development.

The videotape will be included as part of the impatation of the capacity development strategy. As,ghehvideotape will
be distributed to community water systems across thetstate

e explain the state's implementation of the program,

¢ describe system requirements related to capacity dewelot, and

¢ present the types of technical assistance availablaghriine state or other sources.
Native American Tribes in Region 6: Capacity Developth&ssessment Tool

The UNM-EFC will develop a capacity development assegsstool for Native American Tribes within Regioridd use in
evaluating the capacity of tribal water systems. Dloé will be specialized for tribal water systems antl e developed with
input from tribal representatives. The tool may khbaasimplistic since it may be administered as a selfsassent tool.

This assessment tool is directly related to Section TIA)(A) of the Safe Drinking Water Act Amendmenfsl®96 that
requires capacity development strategies to includetaod of determining those systems that need to iregemhnical,
financial, or managerial capacity. The assessmeninitidie used to assess the existing technical, finanan, managerial
capacity of water systems and to determine those systemegd of improvement and the possible technical assesthat may
be provided.

Capacity Development Strategy Implementation
Texas Natural Resources Conservation Commission
1997 - Present

As a follow-up to the Capacity Development Stratdgt was completed in August of 1997, the EFC has hsgisting the
State of Texas with the implementation of the strat@gere are numerous steps and phases of the impldioenteocess and
full implementation may take up to three years duthé need for a revised computer database progrdra egvised sanitary
survey deficiency score process.

The initial implementation activities with which tl#-C has been involved include the following:

¢ the Invitation-to-Bid for on-site contractor assistgnce

development of the management process for the omassistance contract;

provide examples of Business Plans for the new systeragtrat

SRF capacity assessment review process;

capacity assessment questionnaire screening tool foingpéststems;

capacity assessment tool for use with the on-site cdatrassistance program; and

initial prioritization process for on-site assistance.

As these activities are completed, the EFC may bdvaddn additional implementation activities.

New Mexico Finance Authority Request for Proposal Prgaration
1997 - Present

The EFC is currently providing services related togheparation of a request for proposal (RFP) forremmental reviews,
engineering services, and construction services foOBB&A SRF loan program to the New Mexico Financehbuity
(NMFA). The has not typically needed these types ofiees in the past and does not wish to hire individteajsovide these
services on a full-time basis. Rather, the NMFA prefeisontract out for these services, at least initially.
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The RFP preparation services include:
o develop text for RFP for contractual services;
e combine RFP text (above) with standard languageinedjfor all NMFA RFPs to produce final RFP;
e prepare list of newspaper advertising locations;
¢ |ocate mailing list(s) for mailing RFP to targetedgps and provide to NMFA,;
¢ assist NMFA in developing matrix to rank/rate respongd3RP;
e review responses to RFP and assist NMFA in evaluatingmesg;
e assist in interviewing potential candidates; and
e assist in final selection of candidates.
Potential Work: Education & Training

The EFC has submitted a proposal to the New Mexicari€ia Authority to provide additional services relatettaining and
education for the NMFA staff. This portion of the wavould include the following.

¢ review federal and state requirements for the SDWA& E&an Program;
¢ provide a written manual describing those requiresjeand

¢ present requirements to NMFA personnel in a trainisgise.

DoAza Ana County Water & Wastewater Utility Authorit y Assistance
1997 - Present

Background

DoA+a Ana Mutual Domestic Water Consumers Associaticss@&iation) is constructing a pipeline from their resis to a
connection point with the City of Las Cruces (CLC) sesystem. The Association had two options in terms yihgdor the
CLC treatment; one, have all residents treated asestugitomers, two, treat the discharge as a large singlemer, with a
master meter at the discharge point, and DoA+a Anamydeing the customer. In the latter scenario, DmAsa County will
then pass on the costs of sewer service to the Assoctatibomers in proportion to their usage.

The first option was pursued and abandoned becaugesioeiation and CLC could not reach an acceptablkeeagent for
service payment. Therefore, the County is how pursaimggreement with CLC to be a single large custoiter.concern for
the County is determining whether or not the curggnposal from CLC to the County is acceptable and@piate.

Given this background, the UNM-EFC is assisting DoA+a Aounty in:
¢ obtaining information from CLC;
¢ reviewing the current proposal from CLC; and

¢ understanding the proposed rate.

lll. PROJECTS

Capacity Development

The Region 6 Environmental Finance Center at theadsity of New Mexico has been involved in severaljgcts in the last
several years relating to assessing and increasing theityapf small drinking water systems. The UNM-EFC st&ffves as
staff to the New Mexico Drinking Water Advisory Graup

Facilitation of the Capacity Development Strategy
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Texas Natural Resource Conservation Commission
May - August 1997

Background

In 1994, the Texas Natural Resources Conservation Cssioni(TNRCC) initiated the development of a statewidategy to
address the capacity, formerly referred to as vigbibit small community water systems. TNRCC carried efffisrt far enough
to recognize that substantial challenges, complexaies difficulties exist in developing and implemeagtsiate policies and
programs in this area. As a result of these difficultied the need to concentrate on other TNRCC andwtatéties, this effort
was temporarily halted 1995.

The Safe Drinking Water Act, as amended in Augusb18&quires states to devise comprehensive strategissumeamall
system capacity. States must address both new and exsigsitegns and must incorporate the required strategeethigir loan
approval process for state drinking water revolviranléunds. Given these new obligations, it is imperatvenew Texas'
efforts towards the development of a capacity devet program and to carry the project forward tonaplementation
strategy.

Project Approach

The UNM EFC subcontracted with Apogee Research aind.Scott Rubin, a public utility consultant, to as§SRCC with its
capacity development strategy. The main goals ofptfuigect were to:

¢ involve stakeholders in the development of the Cap&mvelopment Strategy;

¢ include new system elements, SRF applicant elemerdsxasting system elements in a combined Capacity
Development Strategy;

e solicit as much input as possible from TNRCC regardoajggand objectives;

e complete the strategy by August 31, 1997, the entdeoTexas fiscal year;

¢ include a communication plan and an implementapian in the strategy; and

e coordinate the Capacity Development Plan with tteparation of an Invitation-to-Bid for technical atance services.

The EFC began this project with an initial meetinthWTNRCC representatives to outline the needs, gpald, activities in
viability, and general approaches desired. The EE@ &xamined all of the programs currently condubie@NRCC that relate
to capacity development in some way. This informati@s used to provide a starting point for the stratiyelopment.

Stakeholder Involvement in the Strategy Process

Stakeholder involvement is important for several raasParticipation in the strategy development prodssgroups and
individuals who have a "stake" in owning, managimggrating or financing water systems can improve ttaitywof the
strategy and the decision-making by providing addélanformation and diverse perspectives, as well astsatiss to key
issues. As a group, the stakeholders can assist in idagtifginmon goals and developing strategies and actangét those
goals. It is also important in the implementation pascfor all of the stakeholders to have bought intstitagegy in order for it
to work over a long period of time. A strategy ttsatleveloped with a consensual approach can alsodalmtd or mitigate
problems.

A stakeholder group can also help to improve comnatitio and networks between different groups and witité
constituencies of the various groups. Much of the veditke Capacity Development Strategy will be edngpivater system
management, operators and consumers. A stakeholdgr tratuhas access to these people through their menbersh
newsletters and other ways can enhance the successstfatiegly by providing information and educatingrthenstituents. It

is also important to have a continuing dialogue betwthe stakeholders and the regulatory and fundiegags as the capacity
development strategy is implemented in order to wstded what elements are working and what elementsoargorking. A
stakeholder group can work collaboratively to mbaetdcommon goal of increasing the capacity of watetesys to provide safe
drinking water for all Texas residents.

The EFC held an initial stakeholder meeting in JU@@6 to discuss, through small group discussions, four topios:

e Small System Problem Characterization
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Participants were asked to identify and discuss thdgmabfacing small water systems in Texas. The goal cfe¢hsion
was to have the group reach a consensus on the maiepfacing small water systems.

e TNRCC Capacity Development Activities and "Holes"
Participants were given a presentation regardinggntuifNRCC activities and were asked to consider witatites
TNRCC should do that they currently do not; whersttengthen interagency ties; and what activities shbelrevised or
changed. The goal was to gain input on what TNRC@lshevise, change, omit, and/or include in its olletaategy.

¢ Objectives for the Capacity Development Strategy

Participants were asked to think about accomplishnietyears after implementation of the strategy. gbal of this
session was to reach a consensus on the three mainwegdotbe accomplished in five years, and to list theigsues
which ought to be included in the strategy. In thisfstorming session, the participants were told tacansider
regulatory/legal constraints.

¢ Priorities for the Capacity Development Strategy

Participants were asked to consider the most impoatspects of a strategy and where TNRCC should begingddde
was to reach some consensus on the most important aspeEMRCC to include in the strategy and initial
implementation.

This first Stakeholder Input Session was facilitatedngyEFC and Scott Rubin, Esq., Consultant to Apogese&ch, Inc.
During the session, the participants were randomlyddiliinto seven groups of six people for each topiltowing each topic
session, the group was redistributed, to make surewser@s much interaction as possible among the partisidaach small
group discussion was preceded by a short talk to setage and then the groups were given an overall togicainstorm.
Following the brainstorming, the small groups were dgkeprioritize the top three or four items that gneup considered the
highest priority. Then one member of each group whiedto report to the main group. These items wegded on a
flip-chart and displayed throughout the room. Thienpry goal of the small group discussions was to gawrinétion and to
build consensus on the topics within the diverse grdgtaskeholders. Throughout the reporting sessions it igas that a high
degree of consensus existed among the groups.

The EFC held another stakeholder input session in Aaidyst 1996 to discuss the preliminary draft strat&ggkeholders
were asked to comment on the following four issues:

e Capacity Development for Existing Systems

Participants were asked to review a draft questioanaibe used as a screening level tool to solicit mamagt and
financial capacity information from water systems. yiir@re asked to consider what questions should be amded
removed and then to prioritize those suggestions. Wollpthe discussion on the questionnaire, participaete \given
options for delivering the questionnaire to systemsasmked to come to a consensus within the group as tette
option.

e Capacity Development for SRF Applicants

Based on a discussion of additional tools that couldsee to evaluate the capacity of SRF applicantscjjahts were
asked to evaluate the tools and come to a consenstis thithsmall groups as to which tools should be includdbde
strategy. The groups were also asked to include atbés that were not listed on the handout.

e Factors that Impair Capacity
Participants were given a list of the different typésmpairments to capacity including: legal/regutstcastructural, and
economic/demographic impairments and asked to ideadi€litional impairments in each category. They whes asked
to choose the one or two impairments which they censitbst serious and asked to brainstorm actions needelditess
these impairments.

¢ Capacity Development for New Systems

Based on a discussion of TNRCC's current regulatoryoatitho prevent the creation of new systems withaméquate
capacity, participants were asked about additionlaaity that TNRCC might need.
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Comments were incorporated into the draft strategyeate the finaCapacity Development Strategy RepamtAugust 31,
1997. This report will serve as the basis for the imgletation of the Texas strategy and is outlined by sectbntents below.

Section 1: Compliance with SDWA Requirements;

Section 2: Strategy Elements for New Systems;

Section 3: Strategy Elements for Systems Seeking SiRistance;
Section 4: Capacity Development Strategy ElememtEfisting Systems;
Section 5: Stakeholder Involvement in the Develophnod the Strategy;
Section 6: Factors that Encourage or Impair Capd&tyelopment;
Section 7: Implementation Plan; and

Section 8: Communication Strategy.

Water/Wastewater Utility Rate Model

The UNM-EFC held training sessions in the us®afeMod Priy, %2 to demonstrate the utility of the model as ageténg and
financial planning tool. The model is useful for betater and wastewater utility operators, managerseosyand for
regulatory and funding agencies. Utility managersusmit to perform a cost-of-service analysis, develpahd-based and
equitable user rates, prepare a six-year budget, dehegjuital improvements, and evaluate financingadtives. Regulatory
and funding agencies can use the model to improjegironderwriting, determine necessary and apprapfiaancial
assistance, and assess repayment capacity of individusinsyRiateMod Priy, %2 can also be used as an educational tool for
understanding rates. All of the above rate and fiigforecast information can be developed on a desi&rsonal computer.

Water Utility Rate Model Presentations
EPA Region 6: Arkansas, Louisiana, New Mexico, Oklahomand Texas
1997

Background

The model was developed in cooperation with the Brivironmental Protection Agency and the EnvirontaeRinance Center
Network to enhance the financial and manageriahcity of small to medium-size water and wastewater syst&@he model
incorporates EPA user fee guidelines and methods reeonhed by the American Water Works Association and\heer
Environment Federation. The model is designed tddxéble and easy to use while applying acceptedseititng guidelines
and methodologies. It is capable of being customimeeédch utility system's unique design, customer, arahéial
characteristics, and accommodates a broad range ehgcoraccounting and budgeting practices. Small useysemtar very
limited data, select the model's defaults and ob&sults with minimum effort. Alternatively, larger systg, and those
requiring more advanced rate setting techniques,inpay very detailed information in order to takevadtage of all the
model's features.

Model Use
The model is both a rate-setting and a financialmptantool which can:
o perform a cost-of-service analysis;
e develop demand-based user rates; and
e prepare a six-year budget, rate, and financial fseon a desktop personal computer.
The model is useful on two levels. The UNM-EFC demastt the utility of the model for both of the follimg levels:
o water and wastewater utility operators, managerspamers; and
e regulatory and funding agencies to:
i¢ Y2 improve project underwriting;
¢ % determine necessary and appropriate amountaofciial assistance;
i¢ Y2 assess repayment capacity of individual systems;

i¢ Y2 schedule capital improvements; and
¢ % evaluate financing alternatives.

Potential Use
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There are many potential options for the use of tbdehincluding:
o further training with state agencies to train theaffsio provide technical support for utilities thateuthe model; and/or
o further training with state or local government ifaiernal use.

The actual long-term usage of the model would depentthe agencies' needs and their assessment of thegvaduiliily to meet
their custom needs.

Scope of Work

The UNM- EFC demonstrated the utility of RateModiR#a at a pilot workshop in Dallas, Texas. This pilajget involved a
one-day training session at the EPA Region 6 officeletoonstrate the model to state and federal ageiitieslay consisted
of strategic planning and an in-depth discussion WRAETNRCC, and TRWA officials as to how the modellddoe used to
meet the needs of the state regulatory and fundiegces.

The Texas training session served as a pilot demonstfatitime introduction oRateMod Priy,%2 to Region 6. The EFC has
since held a two-day training and demonstration wargsh New Mexico. Given sufficient interest and sfateding, the EFC
plans to conduct additional two-day workshops in ttieioRegion 6 states.

Water Utility Rate Model
Demonstration and Training for Texas Agencies
EPA Region 6 Dallas, Texas

May 19, 1997

The UNM-EFC demonstrated the utility BateMod Proi¢ “hrough a day-long training session in Texas withTieas Natural
Resource Conservation Commission (TNRCC) and the Texwd Water Association (TRWA). Strategic planning amd
in-depth discussion with TNRCC and TRWA officials asitav the model can be used to meet the needs of tieerstmulatory
and funding agencies was also part of the day's agenda.

The EFC director presented ways in which the EFCdcassist Texas agencies with the water utilities ratmgetbftware.
Mike Siegel, the model developer, demonstrated titieywof the model on two levels: for water and wastter utility
operators, managers, and owners; and, for regulatadirfg agencies to:

¢ determine necessary and appropriate amount of fiabassistance;

assess repayment capacity of individual systems;

schedule capital improvements;

evaluate financing alternatives; and

improve project underwriting.

RateMod Training/Demonstration Attendees

Name Phone
Agency

Mike Siegel - Trainer RateMod Associates 202-237-2455
Dave Reazin - Host EPA Region 6 214-665-7501
T. Jay Ray EPA Region 6 214-665-3176
Blake Atkins EPA Region 6 214-665-2297
Freda Wash EPA Region 6 214-665-8342
Carol Limaye TNRCC 512-239-6120
Mary Jane Ford TNRCC 512-239-6958
Sasha Earl TNRCC 512-239-6957
Doug Holcomb TNRCC 512-239-6960
George Freitag TNRCC 512-239-6123
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Robert Stewart TRWA 512-472-8591
Tom Duck TRWA 512-472-8591
Craig W. Sherwood TRWA 512-472-8591
Harold G. Wells Community Resource Group 512-454-1033
Heather Himmelberger UNM - Environmental Finance t€en 505-272-7357
Lorri Skeie-Campbell UNM - Environmental Finance @en 505-272-7351

Water Utility Rate Model
Training for the University of New Mexico Environmentatinance Center Staff
New Mexico Engineering Research Institute AlbuquerquelNew Mexico
October 2, 1997

The UNM-EFC staff benefitted from a two-day trainitegmonstration session conducted by Mr. Bill Jarockiedor of the
Environmental Finance Center - Region 10 at Bois¢eStniversity. The purpose of the first day's trainiag to
"train-the-trainer" held exclusively for the EFC-af$t The second day was open to state and federati@gen

The day-long training session included three areagsofigision:
¢ explanation of general training processes and appesach

e description of what types of input each water or waater manager/operator is required to provide ireotd effectively
run the model; and

¢ outline of the models' hardware and software requerdgs) outputs, and limitations.

Water Utility Rate Model
Demonstration for New Mexico Agencies
New Mexico Engineering Research Institute AlbuquerquelNew Mexico
October 3, 1997

On the second day of the two-day training/demonsinagession, the EFC staff was joined by a representdtavéederal
agency and a non-profit, technical assistance agéfrcBill Jarocki presented the second day's trainiegpdnstration from a
"train-the trainer" approach. Since many of the $syatems in New Mexico requiring assistance in ratenge#tiso lack
computer expertise, the second day of the workshapsémton technical assistance and how other agenciégstwork with
small systems in areas of rate structuring.

RateMod Training/Demonstration Attendees

Name Phone
Agency
Bill Jarocki - Trainer Boise State - Environmentahd&ince Center 208-385-4293
Blanca Surgeon Rural Community Assistance Corporation 5-60-4297
Dennis Morrison New Mexico Engineering Research Ingtitut 505-272-7235
Martha Torres USDA - Rural Utilities Services 505-761-4954
Susan Butler UNM - Environmental Finance Center 508-2356
Heather Himmelberger UNM - Environmental Finance t€en 505-272-7357
Margie Krebs-Jespersen UNM - Environmental Finance &ent 505-272-7365
Lorri Skeie-Campbell UNM - Environmental Finance @en 505-272-7351

The following State agencies were also invited toddonstration but were unable to attend:
e New Mexico Finance Authority;
e New Mexico Environment Department, Construction Paots Bureau; and

e New Mexico Department of Finance and Administratioocal Government Division.
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U.S.-Mexico Border Work

Report on Considerationsjor a County Regional Utiliy Authority
Submitted to DoA+a Ana County, New Mexico
November 1997

The UNM-EFC continued its technical assistance to DoArsa County, New Mexico in 1997. The county is oh¢he fastest
growing counties in New Mexico, as well as one offiberest (fifth and ninth respectively). Special coasations include its
35 colonias and unique infrastructure problems diyeetated to its international border. The county fraquently
encountered contamination of public water suppliestdwover-burdened and antiquated distribution systerdsquipment.
Many systems are operating under an inadequate rattustr and are unable to maintain the system atdevievel. Some
residents are without access to a drinking water sugystem or a wastewater collection system.

Due to the rapidly changing population densities tiedproliferation of colonias, the Board of Countyn@mnissioners
recognized the need to ensure both a safe supplynkdmy water and adequate wastewater service foesillents in the
unincorporated areas of the county. The UNM-EFCengeid the requirements of several other county-rumuamnity drinking
water systems and wastewater systems nationwide. Thesrekthis study are documented in the UNM-ERport on
Considerations for a County Regional Utility Authoritihe report outlines the organizational structurdifierent
county-managed utility systems and provides DoA+a Aaar® with information on program considerations and
requirements.

Regional solutions can offer local governments a wWasharing the financial burden of providing wated amastewater
infrastructure to communities such as colonias. Intedratnding sources and an expanded consumer baseardfeetive
toward the success of a project or the capacity ofeesy

The precedent for counties owning and operatingmwdiities has been set in New Mexico. New Mexicagégion
acknowledged the authority of Santa Fe County to and operate a water supply utility and exemptedttirom the Public
Utility Commission regulation. Although DoA+a Ana Quy may also need to apply for the authority, S&@aCounty's
successful application has already set a precedent.

The EFC report provides information on issues such as dgl administrative responsibilities, financial stuues and plans,
technical considerations, public-private partnershripcstires, and operations and maintenance contracsJRM-EFC also
researched several areas of concern, such as impacgsissance to low-income homeowners, management sguctu
customer charges, and growth management, that wiidieg DoA+a Ana County in the process of creatifRegional Utility
Authority.

Impact fees must be logically developed and docundenterder to be effective and legally valid. Evethese fees are directly
related to the service provided, a common probletinggnability of the customer to pay which may praveustomers from
hooking up to the system. Without an adequate custbasa, the system may be over-designed and costly tate@ed
maintain; and adequate revenues may not be availakdeldition, the environmental and health protdehat led to
construction of the system may not have been resdlewdtincome programs may be necessary to ensure thatsitimers can
afford to hook up to the new system. Counties tha¢ hendertaken to provide utility services have sewgptbns including
low-income homeowner assistance programs funded bynaroemental tax.

The operation and maintenance of the utility systeoulshbe financed by revenues from costumer rates.rétjisres that rates
be analyzed and structured to cover known and patieil costs. An additional concern is that system graoesils to be
managed. In New Mexico the issue of whether thersuaffecient water rights to supply the system as it groarsbe a
significant problem. Another situation that could elep in DoA+a Ana County is a community that has asde a water
system without a wastewater collection system. The piatdéar health hazards or groundwater contaminasicnthen a
concern. The UNM-EFCReport on Considerations for a County Regional Utilitghrity provides DoA+a Ana County
administrators with information on the type of issuesdésed above and examples of solutions from other esurdtionwide.

Ecological Baseline Model for the U.S.-Mexico Border
Funded from USEPAs Office of International Activities
November 1997

The UNM-EFC, in collaboration with the CommunitydaRegional Planning Program at the University of Ndexico,
received a grant under the US Environmental Priate@gencys Office of International Activities "Bond2000" Planning
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Grants Program to develop a natural resources inyeintdhe bioregion along the U.S.-Mexico bordere®udy area was
defined as the area surrounding Columbus, New Meklnded States and Puerto Palomas, Chihuahua, Mexico.

Because there had been no methodical, scientific stiithe natural resources in the area surroundingrtiohs and Puerto
Palomas, projecting the likely impacts of proposecetipment had been extremely difficult. The arediocors to grow faster
than most other parts of their respective states. Neidarts and businesses place increasingly severe demamdalgzaly
taxed infrastructure. Soils, vegetation, and tradé@ldand uses are all consequently affected. Oneeddifficulties facing
rational land use decision-making processes is the fdo#seline data common to both sides of the internatiooundary.

Working in cooperation with Chihuahua state planrdffigials, local ranchers, farmers, and village restdea twelve member
field research team constructed a geographic infeomal/stem (GIS) to examine the location of soil typegetation
complexes, water source points, and wildlife group® fEsults will inform local residents further aboutitlserroundings,
enable university and government officials on botlesidf the border to model the impact of proposedldpugents, and
provide local governments with more information withich to make planning decisions.

The data acquisition and analysis process consisted aBbetaps, including assembling and training the fieédn, reviewing
satellite data, field verification, analysis of fiddrvey results, construction of the geographic infoiomegystem, and public
reviews.

UNM-EFC Hosts International Meeting: Rio Grande Alliance Coordinating Council
New Mexico Engineering Research Institute AlbuquerquelNew Mexico
April 15 & 16, 1997

The UNM-EFC assisted in the planning and hosting oating for the Rio Grande Alliance (RGA) CoordingtiCouncil on
April 15-16, 1997 facilitated by the Rio Grandeialice of the Texas Natural Resource Conservation Cesioni. The RGA
exists as an international forum to support collabonaéimong the diverse groups of the Rio Grande Basioeroed with the
protection, improvement, and conservation of nattesburces and human health. The goals of the Allianutede:

¢ developing mechanisms for cooperative activities;

o fostering community-based decision making to addresd teeds;

e promoting action oriented efforts focused on sustasmdbl/elopment;

¢ developing interdisciplinary approaches to environtalgoroblems;

e creating opportunities for basin-wide exchange afrimiation and technologies; and
¢ developing projects that specifically address humaitthesues.

The Coordinating Council is composed of basin-wideedtalders with a direct focus on RGA activities. Thistfmeeting of
the Council was hosted by the UNM-EFC who providdalcditator for the general sessions and bi-lingualbssiwith
knowledge of technical-environmental terminologheTEFC has hosted several other high-level interratimeetings between
the United States and Mexico during the past sevegaky

Cost-Effective Environmental Management

Public-Private Partnership Studies for the Environmentalrfancial Advisory Board
Cost-Effective Environmental Management Case Study Gopendium

The EFC Director served as vice-chair of the Costdfffe Environmental Management Workgroup of the iEonmental
Financial Advisory BoardThe Environmental Financial Advisory Board (EFABRisederal chartered advisory committee that
consists of independent experts from all levels of gowent, including: elected officials; the financenkiag, and legal
communities; business and industry; and national orgtiairs who advise EPA on environmental finance issues.

When the EFAB met in August of 1996, it developestrategic action agenda for the next year that dredithe formation of
several working groups, one being the Cost-Effectiveifenmental Management Workgroup. During previouategic action
agendas, this working group concentrated primarilpablic-private partnerships. However, for the 1998-1 strategic agenda,
this working group expanded its focus beyond just cemsid public-private partnerships. Specifically, therkgroup added to
its evaluation, models that focus on internally opting environmental services. To achieve its objectitrés,workgroup
outlined two major work projects: a compendium cfecatudies on effective service delivery and a "hovihésidbook for local
governmental officials interested in looking at theliminary steps of implementation. The first work guot was completed in
October of 1997 and was titled "Cost-Effective Enrnireental Management Case Studies."

The case study compendium discusses ten cost-effectirer@mental management efforts in municipalities tigtoaut the
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U.S. The case studies cover everything from interptihization strategies, such as competitivization,ughofull
privatization. In addition, the document describestiipes of environmental management options, lessomsetbfrom the case
studies, the institutional setting, i.e., applicablgdand regulations, and reference documents for méyemation.

This first phase of the overall EFAB agenda, is the sasdy compendium discussed above. This document wilige
background information and reference material. PHasil be started in February of 1998 and will @a¢how to" book for
governmental personnel who may be considering some dbrcost-effective environmental management. Theeook will
lead the user through a series of questions designeddomine if the user has the need to change managstnasture and
how much control the user has to make the changesaridveers will lead the individual to a matrix thatlwhow what type of
cost-effective management structure is most appropriate

V. COLLABORATIVE EFFORTS

Reports

A Guidebook of Financial Tools: Paying for Sustainabld&environmental Systems
Prepared jointly by the:
Environmental Financial Advisory Board and
Environmental Finance Center Network

Public-Private Partnership Studies: Cost-Effective Enironmental Management Case Study Compendium

The University of New Mexico EFC-6 working with:
The Environmental Financial Advisory Board

Projects

Capacity Development Strategies: Assistance to StatescaNative American Tribes

The University of New Mexico EFC-6 working with:
The Environmental Finance Center at Boise State éysity (EFC-10)

Water/Wastewater Utility Rate Model Demonstration for USEPA Region 6 Agencies

The University of New Mexico EFC-6 working with:
The Environmental Finance Center at Boise State éysity (EFC-10)

Proposals

Utility Rate Assistance for Wastewater Systems within Do#a Ana County

The University of New Mexico EFC-6 working with:
The Environmental Finance Center at Boise State dysity (EFC-10)

Financial Capacity Assistance Along the US-Mexico Boe Region

The University of New Mexico EFC-6 working with:
The Environmental Finance Center Network whereiagble

Joint EFC/EFAB NADBank Assistance Work Plan

The University of New Mexico EFC-6 working with:
The Environmental Finance Center Network (USEPAiI&eg?2, 3, 5, 9, and 10)
The Environmental Financial Advisory Board

Restoring Ecological Balance in Native American Comuomities: Coupling Comprehensive Community Planning wth
Ecological Design

The University of New Mexico EFC-6 working with:
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The Great Lakes EFC-5 at Cleveland State Universitgad
EFC-10 at Boise State University
The Ecosa Institute, Prescott, AZ

Meetings - Conferences

ASDWA Conference in Savannah, GAOctober 1997

The University of New Mexico EFC-6 representing tleCENetwork working with:

EFC-10 at Boise State University
The Association of State Drinking Water Administratb@®7 conference was held in Savannah, Georgia. Fs from
Regions 6 and 10 joined together to get an exhdwthat the conference to showcase the activitidlseoEFC Network. The
EFCs collected names of people interested in recel#(@ publications and mailed out numerous publicatema result of the
conference. During one of the sessions, personnel fieriéxas Natural Resource Conservation Commission (TNRCC
discussed the Capacity Development Strategy thatFe@prepared.

Native American Capacity Development meeting in Cliago, IL October 1997

The University of New Mexico EFC-6 working with:

The Great Lakes EFC-5
A meeting was held at the Chicago offices of EPA Bed on October 1, 1997 that included EPA repretigatafrom
Chicago, Tribal liaisons from EPA Region 5, an EFA&Rresentative, and the Directors of the EFCs for EBgidds 6 and 5.
The purpose of the meeting was to determine tribedlsé EPA region 5 and to see if the EFC Networkdcba used to meet
some of these needs.

Capacity Development meeting in Salt Lake City, UTApril 1997

The University of New Mexico EFC-6 working with:
EFC-10 at Boise State University, Boise, ID

The EFC Director for the NM EFC met with the EFCdaitor for EPA Region 10 (Boise State Universitydligcuss capacity
development as it relates to state requirements ameéd with representatives from Utah's Department gfrenmental
Quality. In particular, Utah representatives were shawatility rate model and a discussion was held reégantdibal issues
within state capacity development.

V. TECHNICAL PRESENTATIONS - CONFERENCES - MEETINGS

MESA (Math, Engineering, and Science Achievement)
Talk on environmental engineering to Polk Middln&al students
Guest Speaker Albuquerque, NM 01/28/97

Water Conservation Projects for the Rio Grande Basin
Texas Natural Resource Conservation Commission, Rio GramedAlliance
Overview of the EFC Austin, TX 02/20/97

Texas Drinking Water Advisory Work Group
Overview of SDWA and capacity development Austin, G¢20/97

Tribal Non-Point Source Workshop
Overview of the EFC and capacity development SRatdNM 02/25&26/97

Tools for Drinking Water Protection Teleconference
Attended conference Albuquerque, NM 03/19/97

Native American Water Association Conference
Attended conference
Overview of the EFC and capacity development Allerque, NM 03/25/97

Rio Grande Alliance Coordinating Council Meeting
Welcome and overview of the UNM EFC and Network
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Hosted the 2-day international meeting AlbuquerdiM,04/15-16/97

Bernalillo County On-lot Ordinance Meeting
Attended meeting Albuquerque, NM 04/22/97

The University of New Mexico-Los Alamos Videoconferering Demonstration

http://mww.epa.gov/efinpage/efcn/ar/1995-1999/unmiatm

Overview of capacity development through an intevacdemonstration session on UNM main campus Albuqueiyiv

04/24/97

New Mexico Water Conservation Alliance Meeting
Attended meeting Albuquerque, NM 04/30/97

New Mexico Intergovernmental Infrastructure Meeting
Attended meeting Albuquerque, NM 05/02/97

New Mexico Environment Department Public Meetings orSDWA
Hosted a one-day informational meeting AlbuquerdiM,07/23/97

Middle Rio Grande Water Planning Assembly
Participated in the planning assembly process AlbuaggergM 08/08-09/97

New Mexico Drinking Water Advisory Group
Overview of the EFC Network and UNM-EFC
Overview of SDWA and capacity development Santa\#&,08/20/97

Jemez Pueblo Environmental Conference

Attended conference

Exhibit table

Overview of EFC and capacity development Jemez [Bubldi 08/20-22/97

New Mexico Drinking Water Advisory Group
Hosted meeting Albuquerque, NM 10/07/97

Association of Safe Drinking Water Administrators

Attended conference

Exhibit table with Region 10 representing EFC Networ

RateMod demonstration

Presentation on capacity development wdakannah, GA 10/20-23/97

New Mexico Infrastructure Finance Conference

Attended conference

Exhibit table

Presentation on capacity development work AlbuquertyM 10/27-29/97

The University of New Mexico Civil Engineering Gradude Seminar Series
Presentation on the role of engineers with capaeWekbpment work
Guest Speaker Albuquerque, NM 11/06/97

Bernalillo County On-lot Ordinance Meeting
Attended meeting Albuquerque, NM 11/06/97

Middle Rio Grande Water Planning Assembly
Participated in the planning assembly process AlbuageefgM 11/08/97

VI. AVAILABLE PUBLICATIONS

Cost-Effective Environmental Management Case Studies
October 1997

Report on Issues in the Development of a County Ubltyartment: Draft Report to DoA+a Ana County, New Mex
November 1997
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Ecological Baseline Model for the U.S.-Mexico Border
September 1997

Capacity Development Strategy Report for Texas Natwrab&®ce Conservation Commission
August 1997

Examples of Capacity Development Assessment Tools amke8aSilans from Various States
July 1997

A Guidebook of Financial Tools, prepared by the EFAB BFC Network
June 1997

Environmental Finance Center Network 1996 Annual Report
January 1997

Management and Financing Options for Small Commuiviager Systems on the U.S.-Mexico Border Region: FinabiRéeo
DoA#a Ana County, New Mexico
July 1996

A State Survey of Capacity Building Tools
November 1996

A State Viability Survey
August 1996

The Otero County Small Water System Restructuring Project
November 1995

North Valley Wastewater Options Study: Final Report femlillo County, New Mexico and Village of Los Rarmskle
Albuguerque
June 1995

Meeting Financial Responsibility Requirements on Tritzaids
October 1994

Public-Private Partnerships for Environmental FacilitiehéelManagement Challenge for Local Governments, A Traini
Program for Local Government Officials

October 1993

Water and Wastewater User Charge Guide for Small Muniitiesi

September 1991

VIl. REQUESTS for PUBLICATIONS

(not included in web version)

VIIl. ADDITIONAL WORK

The University of New Mexico Environmental Financen@er staff also performs contractual work under thgirteering and
Environmental Finance Center Division of NMERI. Mo$this work consists of research-based projects undéracbnvith
local government and other university departmentsi@déscribed on the following pages.

LodeStar
1997 - Present

The LodeStar Project's Enchanted Skies Park and Glisgyvs a public access park dedicated principallyrtwiding a
balanced program of education, research, and pabtieach. The observatory facilities will be locasdave the 7000-foot
elevation level on Horace Mesa near Grants, New Mexéhough the main visitors to the Enchanted Sk Will be
elementary through college level students, it is edquethat the New Mexican public, Elder hostel growqstists, and
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professional astronomers and scientists will also visiPtmi regularly. In addition to educational programnshe use of
telescopes, there will also be programs that educsiteng on traditional Native American interpretatiafishe universe,
teacher's workshops where teachers can spend up toa®ks wesearching ideas in astronomy for their classraaomds,
astronomy camps. Construction of the Park is schedalstitt in 1998.

NMERI is providing ongoing civil engineering suppseérvices to the LodeStar Projethe Civil Engineering Options
Assessment RepdAugust, 1997) overviewed the factors that heeddzbtoonsidered when making water source, wastewater
treatment and disposal, and other infrastructure aessat the Enchanted Skies Park. Water usage rategstanated based

on the facilities' information and a survey of simiarks and monuments where low flow systems and otimsecegation
measures have been implemented. Several differentweaistr treatment options were also considered andatedl for
engineering difficulties, construction costs, and naiahce costs. In addition to the information provitkethe main report
sections on geology, hydrology, water supply, and waser treatment options, other items that the regubditesses include
legal rights, permitting requirements, constructionsiderations, facilities and exhibits considerations,safdty and

emergency considerations. These items, although regitljirelated to civil engineering infrastructureayrhave an impact on
the progress and long-term goals of the Enchanted Hleaek.

Bernalillo County Wastewater Demonstration Projects
1995 - Present

BIFAR Demonstration Project 1996-1997

The Bioflotation Demonstration Project was an efforbring new wastewater treatment technology to 8étm County, New
Mexico to evaluate its potential use in remote ardaerg&vsewer connections to a large wastewater treafanlitly is not
available. The Bioflotation Unit is manufacturedB\rAR, a Russian company, and was originally presebyagpresentatives
of the United States Industry Coalition (USIC) to iBaillo County Public Works Department as a low clust; maintenance,
high efficiency wastewater treatment system.

In theory, the Bioflotation unit combines the processibiological treatment, solids settling, and sludigekening in one unit.
The results of the performance testing showed occassatiafactory results, although the unit did not meetrequirements of
the contract. Additionally, the unit did not appé&ahave the hydraulic capacity specified in thetamot. BIFAR USA has
acknowledged that the unit was unable to meet tipgirements of the contract. NMERI served as a sub-actoir of Bernalillo
County.

On-lot Constructed Wetland

The Bernalillo County Environmental Health Depamm@CEHD)receives numerous requests for alternativsiten
wastewater treatment systems, such as wetlands. Howeser i$ only very limited data regarding the effestiess of these
systems in Bernalillo County. NMERI was contracted leyrialillo County to investigate the effectiveness obastructed
wetland treatment system with an evaporation ponddige. The system served a family of 6 and was usedarea that was
unsuitable for a traditional septic tank/leach figide disposal system.

NMERI installed flow meters at several points in thelared, creating the first wetland system in the statget flow monitored
for both influent and effluent flow. NMERI also inf&ad a weather station to collect actual weathea dathe site, including
temperature (both air temperature and the watepéeature of the wetland), wind speed, evaporatiod rainfall. The intent of
the study was to gather treatment efficiency datathmuinitial flow monitoring and weather data rakex a substantial leak in
each wetland cell. Although the presence of thesés l@@vented the collection of meaningful data, mnébrmation was
gathered regarding the design process, the constrymtiaess, and the County inspection process

that was valuable to BCEHD in revising its liquid wastdinance. NMERI is currently in the process of cagtiph the final
report on this project, with a projected completitate of January 1998.

Compost Toilet - Greywater Evaporation System

There are areas in Bernalillo County, New Mexicd Hra completely inadequate for on-site wastewatatrment. A possible
system for these areas is a composting toilet with azgtieey evaporation system. Because no other systems afpai were
installed within the county, the BCEHD contractedtWWMERI to evaluate the effectiveness of this systacluding costs,
operation and maintenance considerations, homeowngessions, problems with the system, and potentialcgtigins for the
system. The expected completion date of this progeSpiing 1998.

Pecos Remediation
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1994 - 1997

NMERI just completed four years serving as the Techirisaistance Contractor for the village of Pecos, Negxigb for the
hazardous waste clean up effort of the Torrero sigpwdvided technical expertise to the Village infibien of document
reviews, comments to state agencies and contractorsiefforts, acting as Village liaison at meetingsaaging for expert
subconsultants as needed, and participating in theniedtWorking Group. The working group consistedrafividuals from
all of the stakeholder groups, including state agencientractors, principally responsible parties, théagéd (NMERI staff on
behalf of the Village), the County, and interestiéidens. The group discussed all of the important dentsrelated to the
clean-up and determined directions of the studietydirog the feasibility study, remedial investigatidecision document,
health risk assessment, and an ecological risk assessment.

New Mexico Resource Geographic Information Service
On-going

The New Mexico Resource Geographic Information SygR@IS) Program is a cooperative program betweetJttieersity of
New Mexico and the State of New Mexico General Bes/Department. Representatives from three UNM phlicice and
research units comprise the RGIS Team including th@ diFector representing the New Mexico Engineeriegdarch
Institute, Earth Data Analysis Center, and the BurdaBusiness and Economic research. Program componehidénthe
RGIS Clearinghouse -a publicly accessible resourcabdae development, technical support, training, gebir information
coordination, and project support for state agencidd@cal government.

RGIS is dedicated to advancing applications of gggigcainformation system technology within New Mex&8tate agencies,
local government, and private industry. GIS techgplis an important tool for managing business and gowent. The
Program provides access to data, training, and tealhsupport for users desiring to incorporate geograplfidcmation into
their decision making processes. Outreach programaitttycand local governments encourage effective Hient
management through coordinated development of gebgr information. The RGIS Program is a focal paimdl clearinghouse
for spatial geographic information and related tetbgies in New Mexico. For more information refethe RGIS web page at
http://rgis.unm.edu:8080.

TABLE OF CONTENTS
1996 ANNUAL REPORT

REGION 6
UNIVERSITY OF NEW MEXICO
ENVIRONMENTAL FINANCE CENTER

. CURRENT INITIATIVES

Demonstration of Computer Rate Model, December 1996

Proposed Scope of Work for Facilitation of CapacityDevelopment Strategy for the Texas Natural Resources
Conservation Commission, Draft, December 1996

. WATER VIABILITY

Increasing Water Viability in New Mexico

Management and Financing Options for Small CommunityWater Systems in the U.S-Mexico Border Region:
Final Report to Dona Ana County, New Mexico, July 996

Presentation to the Dona Ana County Commission, Septdrar
Meeting with Jane Schautz, Small Town EnvironmentaPlanning Program June 14, 1996

Rural Community Assistance Corporation'sSmall Water System Administration Manual: A Resource Geiid
for New Mexico

. U.S.-MEXICO BORDER WORK
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Ecological Baseline Model for the U.S.-Mexico BordemNovember 1996

V. BROWNFIELDS INITIATIVES

General
Brownfields 96: A New Environmental Frontier, Conference in Pittsburgh, September 1996

Brownfields and Greenfields: Opportunities and Challenge for Metropolitan Development, Cleveland, Ohio,
March 1996

Assistance to the City of Albuquerque, New Mexico onrparation of Proposal for Demonstration Pilot
Project on EPA Brownfields Economic Redevelopment Itiative, March 1996

V. TECHNICAL PRESENTATIONS, TRAINING, AND MATERIALS

Council of Infrastructure Financing Authorities, November 17 - 19, 1996

Summary of Paper Presented to the 1996 Council of Irdstructure Financing Authorities Conference
New Mexico Infrastructure Financing Conference, Octobe1996

Summary of Paper Presented to the 1996 Council of Irdstructure Financing Authorities Conference
New Mexico Conference on the Environment, March 19 Page 26

Summary of Paper Submitted for the New Mexico Confieence on the Environment March 1996
Summary of Paper Submitted for the New Mexico Confence on the Environment March 1996

Training for Water Professionals from El Salvador with the University of New Mexico Office of International
Technical Cooperation, September 1996

Meetings with USEPA Region 6, September 1996
Computer Rate Model Demonstration, November 1996

1996 State/EPA Region 6 Conference, December 1996

USEPA REGION 6
THE UNIVERSITY OF NEW MEXICO ENVIRONMENTAL FINANCE
CENTER
at the
New Mexico Engineering Research Institute

Established as the first EFC in 1992, The UniversitM®iv Mexico Environmental Finance Center (UNM-EFQyes
USEPA Region 6 and is located at the New Mexico Eagling Research Institute. The UNM-EFC initially &egvith an
emphasis on the application of public-private paghigs to owning and operating public water and wageviaility
systems. With the anticipation of NAFTA, the UNM-EFfyided technical assistance to border communitiesays wo
reduce costs for basic sanitary services. Additiondll UNM-EFC researched financing alternatives forremmental
infrastructure along the U.S.-Mexico border whicteteserved as a guide to feasible choices for publicypdecision making.
The UNM-EFC field-tested a water and wastewatermaidel with several New Mexico communities last yead, s
currently working with the Texas Natural Resourcesggovation Commission on actual use of the model, witicipated
implementation in Spring 1997. Training in the ug¢éhe model, is intended as a mainstay of the EFCaiial outreach
program, and will occur throughout the Region 6estatiepending on interest. Technical assistance tcafedtte, and local
governments and public and private small water systeitieicurrent focus of the UNM-EFC to assist states irpbong

with the Safe Drinking Water Act Amendments of 19Bkntifying financing options and promoting low-cositernative, and
appropriate technologies for system capacity developpmjects, at affordable and viable levels, is digaar commitment
of the UNM-EFC.
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|. CURRENT INITIATIVES

Proposal for a Demonstration Project Using RateMod PrqTM) to Set Rates for Water and Wastewater Utilities
December 1996

The University of New Mexico Environmental Financen@er (UNM-EFC) proposes to demonstrate the utiliadéMod Pro
(TM) through a two day training session in Texas, injeoction with the Texas Natural Resource and Conserva
Commission (TNRCC) and the Texas Water Developmentd3@aVDB). The model is a rate-setting and finanpiahning
tool which can perform a cost-of-service analysis, iigvdemand-based user rates, and prepare a six-yegatbrate and
financial forecast on a desktop personal computeribael is useful on two levels: 1) water and wastewaikity operators,
managers, and owners; and 2) regulatory and fundjegcies to:

improve project underwriting;

determine necessary and appropriate amount of fiabassistance;
assess repayment capacity of individual systems;

schedule capital improvements;

evaluate financing alternatives.

The UNM-EFC proposes to demonstrate the utility ofrttualel for both of these levels.
Background

The model was developed in cooperation with the Brivironmental Protection Agency (EPA) and the Emwvnental Finance
Center Network to enhance the financial and managsapacity of small to medium-size water and wastemnsystems. The
model incorporates EPA user fee guidelines and metteadsnmended by the American Water Works Associatiatlae
Water Environment Federation. The model is desigadzbtflexible and easy to use while applying accemezisetting
guidelines and methodologies. It is capable of beursgarnized for each utility system's unique design, custpamd financial
characteristics, and accommodates a broad range efhcoraccounting and budgeting practices. Small useysemtar very
limited data, select the model's defaults (The deafided are "smart defaults" meaning they are selectétbbyodel based on
the user's input values) and obtain results with a minirof effort. Alternatively, larger systems, and thoessuiring more
advanced rate setting techniques, may wish to invest timoe and effort and input very detailed inforioatin order to take
advantage of all the model's features.

The model has been in development for over two yaadshas been beta-tested in New York and New Mexidbdrespective
Environmental Finance Centers. It has subsequently dggaied by five utility system managers for systemsiranip size
from 140 connections up to 27,000 connections. Theealwas been recently showcased at the InternatiatydCGunty
Managers Association (ICMA) Conference in Washingtoig.[2and, most recently, at the November 1996 Couwricil
Infrastructure Financing Authorities (CIFA) Confererin Albuguerque, NM. There were numerous expressibimserest by
state and local officials in the use of the model eesalt of these conferences.

Scope of Work

The UNM- EFC intends to demonstrate the utility af tate model at a pilot demonstration workshop in iBu3exas. This
pilot project would involve a two-day training sessinrAustin to demonstrate the model to water and waser systems and
to state agencies. The first day of the conferencddameiattended by one or two representatives frommt ¢éigten water or
wastewater systems, along with observers from TNRCC 8MidH. The systems would be selected by TNRCC and/or the
TWDB based on selection criteria (e.g., system must heaters, acceptable number of connections) and lextef
cross-selection of communities and characteristics.

The second day would consist of strategic planningaanid-depth discussion with TNRCC and TWDB officialg@bow the
model could be used to meet the needs of the stailatery and funding agencies. EPA Region 6 staff wal$o be invited to
participate.

There are many potential options for the use of thdet) including: further training with TNRCC and/6wWDB to train their
staff to provide technical support for utilities thise the model; further training with TNRCC and/or DB/for internal agency
usage; long-term technical assistance provided by Mid-BFC, in conjunction with or separately from Mie&el, the model
developer; or the UNM-EFC and/or Mr. Siegel coulorkvwith TNRCC and/or TWDB electronically via e-rhar travel to
Texas to work with data sets or particular rate stdes on an "as-needed" basis. The options presentedaabgueliminary
"brainstorming" ideas, the actual long-term usagéefmodel would depend on the agencies' needs amafseissment of the
model's ability to meet their custom needs.

24 of 54 1/22/2008 3:42 P|



EPA EFCs - Region 6 Annual Reports http://mww.epa.gov/efinpage/efcn/ar/1995-1999/unmiatm

Additional Training Seminars

The Texas training session would serve as a pilot prietmonstrate this training approach and the intthon ofRateMod
Pro(TM) . The UNM-EFC will demonstrate the model to ERAgion 6 and the other Region 6 states. Dependimgtemest
and budgetary constraints, the UNM-EFC would conddditional two-day workshops in other states.

Proposed Scope of Work
Facilitation of Capacity Development Strategy
for Texas Natural Resources Conservation Commission
Draft as of December 1996

Background

In 1994, the Texas Natural Resources Conservation Cesioni(TNRCC) initiated the development of a statewidategy to
address the viability of small community water systenNRTC carried this effort far enough to recognizé tubstantial
challenges, complexities, and difficulties exist in@eping and implementing state policies and prograntkis area. As a
result of these difficulties and the need to concémiwa other TNRCC and state priorities, this effors wemporarily halted
1995.

The Safe Drinking Water Act, as amended in Augusb188quires states to devise comprehensive strategissumeamall
system capacity. States must address both new and esigsitegns and must incorporate the required strategeethigit loan
approval process for state drinking water revolviranléunds. Given these new obligations, it is imperatvenew Texas'
efforts towards the development of a capacity devekq program and to carry the project forward tanaplementation
strategy.

Proposed Project Approach and Objectives

Experience in several states has shown that a fadilisaédeholder consensus process has substantial valuedievlepment
of state capacity strategies. This approach recogrtiagshte resolution of small system capacity problemgireg the powers
and resources of the state, regional, and local gmemts, as well as the private sector, and that ultigate implementation
of a capacity development strategy will require @aldrbase of support built on a shared understandithge shission and
objectives.

The UNM-EFC, in conjunction with the firm of Apog&esearch, Inc., proposes to use the stakeholder congeasess to
obtain a comprehensive capacity development profpaifiexas and a strategy for its implementation. Thkedtolder process
will result in three major outputs, which are ideietif below. It is intended that implementation ofsa@utputs will create a
capacity development strategy that will equal oreextEPA's requirements under the 1996 SDWA Amendments.

There are three essential outputs of the proposed sldkelprocess:

e A Task Force or Committee Report of Finding& summarization document describing the stakeholdiéperations and
key findings. This is not intended to be a transcridatailed minutes of meetings. The document willide:
o an understanding and documentation of the small wgttem problems that the capacity strategy is trying to
address, summarized in a form useful for educationteraudiences and support of implementation;

o the consensus of opinion regarding the broad objextind approaches to guide development and implermntat
of the state strategy; and

o specific recommendations for action.

e A Communications StrategyA comprehensive plan to educate and inform aud&tiveughout the state regarding the
results of capacity development stakeholder processgridmentation strategies.

e An Action Plan: A strategic plan for implementation of the recomuaehinitiatives, which includes the steps to be taken
by all parties (state, regional, local and privatemeentities.)

[Il. WATER VIABILITY

The Region 6 Environmental Finance Center at theddsity of New Mexico has been involved in severaij@cts in the last
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several years relating to assessing and increasing theigapf small drinking water systems.

Increasing Water Viability in the New Mexico
Funded through an Assistance Agreement with USEPA Reg 6
August 1996 - present

Background

The EPA defines viability ahe ability of a water system to consistently providdiguservice at an affordable cosEhis
encompasses the technical, financial, and managapakay of a system to consistently comply with periange
requirements and requirements under the Safe Drinkatgr Act as amended. Viability can also be seemiueh broader
context than compliance with the Safe Drinking Wdtet and performance requirements. It can involven®mic
development, population growth, and the role ofdtage in public infrastructure.

Increasing viability is a two-step process. The first stdp assess the viability of water systems, and the sestepds to
actively enhance viability through a technical assistgprogram. Viability exists along a continuum amfdimation about
present and future needs of water systems must be imatggan the process in order to get the entire pctu

Goals of the Project
The goals of this project are:

¢ to develop an assessment tool and methodology to rekieewiability of small, rural drinking water systemsNew
Mexico; and

¢ to provide assistance to State agencies in developoh@@plementing a state-wide water viability progrand enhance
resources available for technical assistance.

Thus far in the project, benchmark criteria havenbdeveloped for the assessment tool based on researah;gimups,
meetings, and interviews have been held with techagsstance providers, representatives from fundingcéegrand
regulatory agencies. In addition, two surveys have loeenpiled and distributed: a survey of states to assetingpsmall water
system viability efforts and determine viability stigitss that may be applied to the State of New Mexacwt a survey of
assessment tools and methodologies used by different tst&tesluate and address financial, managerial, arhieal
capability.

Research

Prior to the reauthoriztion of the Safe Drinking dfaAct, several states were already actively invoinedeveloping capacity
measurement tools for drinking water systems. The appesavary, but all are directed towards building capaf water
systems. The focus in a few states is to develop a coenside tool which addresses financial, managerial ectthical
capability. In contrast, others have elected to cotmage in a particular area which influences ovesgditem functioning.
Business plans are surfacing as a means of structurirgymparice via annual reviews and new permits. Growthagement
concepts are woven into one of the measurements, Bgshbat individual water system plans are consistefit sgigional and
local growth plans. A few states have made signifipangress in moving towards evaluation of system capakitgw of the
tools are already in the implementation stage anthacked by supportive legislation. Each offers a petsmeon how to move
systems to an optimal performance level.

The state of Connecticut has developed a water sysieasament tool. The financial aspect of the test includest estimate
of individual system infrastructure needs and a pro¢edsiplores how these costs might be absorbed, iiectpased rates,
cash flow, borrowing etc. (Systems smaller than 50 custe were not included due to the lack of system dhiyab produce
sufficient data.) In developing the technical comgmarof the test, the requirements are divided intoiaitrative and health
standard categories. The primary purpose of this sowl inform systems where they stand relative to their level of
performance.

lowa recently completed a self-scoring assessment teoé&sure the functioning of water systems in the dRateognizing the
limited staff/engineering hours available to implem@icomplex assessment tool, the lowa Water Progratnacted with a to
design a tool which would be user-friendly and sintplearry out. It was a important that the tool woptdvide useful
feedback to systems without requiring review from\egter Program staff. The tool addresses infrastrucsgress, managerial
capability and financial aspects of the system in anga@sponse format to 21 questions. There were inirififunds to test
the tool on a selection of communities, but the inteto continue work on this project at a later date
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Ohio established a Financial Committee to developraébility indicators which are used to perform adlsanalysis on system
rates. System rates are surveyed every two years. fthdadfility indicators are also used to determine systkgibility for
below-market financing for public water supply paig The State carried out a survey of 312 commuvétyer systems,
selecting out systems which had raised rates withiressteéwo years. The rate percentage of median housgtoalche (MHI)
was calculated for each community. The 75th and p6thentile quartiles of this group were selected @sailv and high
affordability benchmarks The rates of communities Wwitomes below the MHI were compared to the low hemark
percentage and those with incomes above the MHI e@rgared to the higher benchmark. If the annualpeishousehold is
greater than the benchmark value, a detailed asaky/sarried out in order to determine whether a sobatand widespread
economic and social impact will result from the impéntation of the project. If the annual cost perdediold is less than the
benchmark value, the project is considered withirfittencial capability of the community.

Pennsylvania is a very active state in moving to rgnpedblems with small water system capacity. The stasaritiated
numerous programs which enhance the overall capabflsmall drinking water systems. As of October 1 1g@@énting of a
new system permit is contingent upon completion aisifess plan which assesses the financial, manageris¢emudal
aspects of a water system. To assist in the implementatibie business plan, the State contracted with auttamt who
collected data in specific indicator categories flanandom selection of systems. The indicators were sdléetsed on the
expectation that each would correlate with some asgesystem viability. A group of state officials famil with the systems
included in the sample, then ranked the sample ofregséecording to a set of criteria based on factoredbpmance. A
statistical analysis was performed to determine thestagion of indicator variable results with the staf§@ssment rankings.
Those indicators with the highest degree of corretatiith the field rankings were included in the fisalection. Benchmark
range values, representing two levels of risk; labgédldw flag (some risk) and red flag (high risk) zongere developed to
match the validated indicators. Equipped with a §&eochmarks, it is now possible for the State to camppecific system
business plan data against a point at which similar sgst@wve demonstrated adequate capability to operatanmpliance with
standards and regulations.

A Pennsylvania Small Water Systems Outreach Progréersain innovative approach to the provision of tézddrassistance to
small water system communities. The program operatesghra network of instructors comprised of communi&yer system
operators, managers, and other support personnel fi@meter supply industry. These team members, in catpemwith
representatives from the Division of Drinking Waterndgement, provide education and an assessment of syssén,d
process control and administrative conditions. This rhpaevides a platform from which to formulate optsoand improve
performance. At the time of initial contact witlsgstem, a quantitative and qualitative evaluatiorerfgpmed by Drinking
Water Management staff to determine the technicdlaaiministrative capacity level of the system. Tha datlected in this
evaluation visit is then presented to the systems to éissitin identifying goals and objectives in theirmpiang process. The
overall Outreach Program goal is to assist systems ienhiBest Practice performance, moving beyond etguy}
requirements to a higher set of self-imposed standards.

In 1985, the State of Washington passed legislatiominiag small water systems within certain categoriesatee a Water
System Plan (WSP). The requirements of the WSP iecloasic planning data (history, demographics, gebgjapn analysis
of system equipment and future needs; a schedule mtifidd improvements, financial performance datal aynchronization
with existing land use plans. The intent of this regmient was to improve the quality of water servicthaState. In 1993,
facing high numbers of SDWA violations, Washingtori&ied a Drinking Water 2000 Task Force to investigadlicy issues
impacting drinking water. A year later, the Stageeloped a manual to evaluate the financial vighif new and expanding
water systems to improve the standards of small drinkatgr systems. The four components of the financiaktestiate: 1)
the ability of a system to cover normal expenses;#pacity to meet unexpected O&M expenses; 3) thabdity to plan for
future equipment needs; and 4) the affordabilitthef established rate. Supported by state legislatierfinancial Viability
Test is carried out in conjunction with the WSP, asdh package provides an effective and comprehensioé sestem
assessment tools.

New Mexico
¢ Failure to plan ahead is the major problem with ssytems.
¢ Predicting future needs will lead to financial andmagerial stability.

o Lack of capability (know-how) in record keeping,dyeting, and managing is at the core of viabilitylppems with small
systems.

e Lack of access to funds and/or the layers of bureayceagiired to obtain funds are major barriers tothgamall
system functioning.
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Communities often lack understanding of the bottame-Issues: i.e. the true cost of supplying water.

A capital improvement plan requirement for small systevould provide a means for systems to anticipate @itice
future needs.

Meters should be mandatory for all public drinkingevasystems.

One idea is to create a regulatory requirement fartified system manager to ensure stability and é&gpewrith small
systems.

Bureaucratic requirements for performance and PldGlagory control could increase costs.
Developing assessment tools will be useless if fundingtialfexated to carry-out implementation and assistance

A self-assessment tool may not be filled out by the eermunities that need it the most. How do you ggtihdrom a
community in implementing an assessment tool?

Due to limited funding available to small systemss idimost impossible for small systems to become viable.

Requirements for funding are often too stringentthedsmall size of a system may be a factor in disquadjfi for
funding.

Is viability the issue, or is health risk a more impottactor, i.e. incidence of water-borne disease.

All of the emphasis on compliance and performanceeiatmg an affordability problem for small systemstipatarly
those in lower socio-economic areas.

It is time to explore other options, which could regwverall costs under the present system, i.e. elimgeakpensive
and unnecessary testing requirements.

Alternative methods of managing risk need to be arploi.e. less expensive methods which involve communit
education and responsibility for self-protection.

A crucial piece of data, the measurement of watenddisease, is the missing piece in the evaluaticerieritor healthy
systems.

Rates are often not at a level to maintain systemyialde condition.

Communities miss opportunities for funding because tlteyot understand the timetable and the process. Adso t
availability of funds is not well publicized.

Political differences among communities interfereamsolidation of systems here in New Mexico.

New Mexico, with the Water Conservation Fee Fung,d& up a system that does not burden small systems ityaogmp
with testing requirements.

Management and Financing Options for Small CommunityWater Systems
in the U.S./Mexico Border Region: Final Report to @na Ana County, New Mexico
Completed July 1996

The purpose of this project was to provide technissistance to Dona Ana County, New Mexico by assessirgxistng
small community drinking water systems and recommendlitegnative organizational structures which woulgiave overall
water system viability in the County. This project iiasded through an Assistance Agreement from USEPAdRegjiand the
final report was completed in July 1996. A preseatatf these findings was made to the Dona Ana CouragteWater
Technical Advisory Committee in Las Cruces, New Mexod-ebruary 15, 1996. Representatives from the @deianning
and Development Department and the Wastewater Agvidommittee were given a copy of the draft reporttheir review
and comments. The EFC delivered a copy of the feabrt to the County which has been well receiveshasvn by interest
and the copies requested. A listing of individualsrgaaizations who received or requested copies caauralfin Section VI.

Background

Dona Ana County is the fastest growing county in Neexldo, as well as the ninth poorest in the State.ddwnty, with its 35
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colonias, presents unique infrastructure problems djregiated to its international border. The Counag frequently
encountered contamination of public water suppliestdwverburdened and antiquated distribution systewh®quipment.
Many systems have been operating under an inade@uiatstructure and have been unable to maintain gtersyat a viable
level. Some residents are without access to any dgnkater.

Three water systems, representative of systems withicotnay, were selected for case studies. Each of ther wstems
served at least one colonia. A series of interviews wated out to assess the technical, financial, and geaiz viability of
these small systems. Rate structure analyses were perfaymdetermine the financial health of each and ptessémedies to
existing financial dilemmas.

Conclusions

The final report included an evaluation of orgatitr@al structures appropriate for the County andsawdision of funding
sources available under various institutional scendriosnsidering the existing conditions and future @ctipns for growth in
Dona Ana County, the UNM- EFC proposed four optiamrglie County.

¢ Development of a Water and Sanitation District or spetistrict. The area of the district can be relatively small,
consolidating a group of systems in close proximityra another, or it can encompass the entire County.

o Development of a Regional Authorify regional utility authority is one method to coridate a group of water systems
within a regional area under a legal framework \Wtoéfers certain economic and financial advantagésdal
governments.

e The County owns and operates all new water systeorsa Ana County can develop, own, finance, andaipeall new
water supply systems.

e The County owns and contracts out the managemernitdalwater systemBona Ana County can develop, finance,
and own new water supply systems but contract the neamaxgt and operations with a private or public entity

Presentation to the Dona Ana County, New Mexico Comission
on Management and Financing Options
September 10, 1996

On September 10, 1996, the UNM-EFC director an@ff stember presented options for management anddinguof small
water systems to the Doi¢%2a Ana County Commission.utistial and organizational structures currently akdé for the
formation of a community water system under New Mexitatutes were presented, as well as information dbewtreation of
a Regional Utility Authority.

Most of the existing small water system in the County/lvé non-viable in the long term. They have mamaget and revenue
generating problems and most systems rely on a comfninattigrants and legislative subsidization. Howeveegrare likely to
increase under more viable conditions. Definitionseyf/ice areas are not always complete or accuradeldition, most new
growth is occurring outside of designated water supetyice areas and there are many stakeholders comfmtingter
resources. Current levels of income from customer eatesot sufficient to operate many of the commuwiyer systems.
Information about rate structures and financing oty available in New Mexico was presented to the Caesioriers.

Essential to gaining support for any involvement iovting water and wastewater services, the Countysieeemember that
education reduces resistance to new plans. Consumerfif@eaation on the true costs of providing qualitsiter service.
Allowing citizens to help identify problems and paipiate in creating solutions tends to encourage owipessiu acceptance.

Meeting with Jane Schautz
Small Town Environmental Planning Program
June 14, 1996

On June 14, 1996, the EFC staff met with Jane Setedubhe Small Town Environmental Planning Prog(&MEP) located at
the Rensselaeville Institute. STEP was established i ttO@rovide assistance to elected officials, commua#gers,
treatment system operators with self-help concepts aaiggies designed to reduce construction and recotistrgosts of
water and wastewater projects to affordable levels.prbgram addresses small rural communities whose prelaesm
unfunded by outside sources. The average savings ofecpis 35%. The strategy of STEP is to inform stgenaies about the
STEP approach and offer seminars to funding and a&myl agencies. A compact is then developed wittstiie which defines
responsibilities and a work plan. State representaitidagify a community or set of communities which miiglork with a
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STEP program. A community needs to have the capanitywillingness to address their water and wastewatbtgms with
self-help techniques for solutions. Currently STEP wlved in several projects along the U.S.-Mexico keord

Rural Community Assistance Corporation's
Small Water System Administration Manual: A ResourceéNgdv Mexico
September 1996 - present

An UNM-EFC staff person was temporarily hired by Ri@almmunity Assistance Corporation to develop an adstration
manual for mutual domestic water associations in Newidde The manual contains nine sections, with fouramsgctions:
Agency Locator, Government Reports, Financial, arabNty. A matrix was developed which lists all pegint and required
government reports/forms including the form name mmtber, agency and department, purpose, and fregascdue dates.
Various financial areas included in the manual arecammended bookkeeping system; monthly reportstavitier board;
meeting criteria, agendas, and reports; rate strustitimg suggestions; and funding sources.

Please noteSince the manual is still being reviewed at the reditaael, it has not yet received final approval fromARCs
home office, and therefore, has not yet been published.

. U.S.-MEXICO BORDER WORK

Ecological Baseline Model for the U.S.-Mexico Border
Funded from USEPA s Office of International Activities
November 1996

The Project

The UNM-EFC in collaboration with the UNM Communiyd Regional Planning Program, received a "Ba2880" Planning
Grant to develop a natural resources inventory irbtbeegion along the U.S.-Mexico border. A bioreghmas its own soils, land
forms, watersheds, climates, native plants and animhaésdiffuse and changing boundaries of bioregions hiketo do with
the artificial city, county, state, and national hdaries on maps. The study area was defined as thewuareanding Columbus,
New Mexico, U.S. and Puerto Palomas, Chihuahua, édexi

Because there has been no study of the natural resanritee area surrounding Columbus and Puerto Palgragscting the
likely impacts of proposed development has been extsedifficult. Yet the area continues to grow fadtean most other parts
of their respective states, bringing in people andrnmssies which place severe demands upon already tasestrinéture and
affect soils, vegetation and traditional land uses. grbavth of Puerto Palomas alone since 1990 is loeaflimated at 45%.

Working in cooperation with Chihuahua state planrdffigials, local ranchers, farmers, and village restdea twelve member
field research team constructed a Geographic Infoeom&ystem (GIS) to examine the location of soil gjpegetation
complexes, water source points, and wildlife group® déta acquisition and analysis process has consistedeoaksteps,
including assembling and training the field teamjewing satellite data, field verification, analysisfigid survey results,
construction of the geographic information system, ulaic reviews.

The goals of the project were to inform local restdeabout their surroundings, enable university and mowent officials on
both sides of the border to model the impact of psegalevelopments, and provide local governments waite imformation
with which to make planning decisions. The final stefhe project was a series of public reviews in comitiesithroughout
the study region. Data files were provided to thefelj state, and local government agencies and witiesrinterested in the
project and maps were provided to the local comnasithich currently do not have GIS software.

Background

The main settlements in the study area are Columbuws NNexico (1995 population approximately. 850) antRo Palomas,
Chihuahua (1995 population approximately 10,00@hadugh Puerto Palomas is contiguous to the internatiooundary and
Columbus is three miles north, they share a commorieaqiihe population growth rate of the Columbus asea
disproportionately high compared to overall growghthe US states. This growth is associated with theignation of
agricultural workers from the interior of Chihuaharad other Mexican states taking advantage of seasgmelléural
employment opportunities and the growing numbeetifed persons relocating to Columbus from other pdirtise US.

The traditional forms of economic activity are fangiand ranching, although small maquiladora oparat{production and
manufacturing facilities) and commercial establishradwatve grown up in Puerto Palomas in support of ttre@sed flow of
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goods between the two countries. However, the persidtenght in the region is taking its toll. The laakwater and feed corn
has caused stockmen to sell off large numbers of ¢attexent years; while this means cheaper beef prict®iU.S., net farm
income in New Mexico has dropped. Large Mexicaresisuch as Ciudad Jui¢%rez and Ciudad ChihuahuaXxpereeaced
sporadic water outages and even the border maquélsdace rationing.

The rapid growth in the area is placing strains oremand sanitation facilities, social services and empéoyt. Chief among
these are the public health issues revolving aroundupply and quality of potable water, the treatnténtastewater, and the
disposal of solid waste.

Public water and sanitation services are availablerity 60% of the rapidly increasing population oeRo Palomas. There are
no storm drains in Puerto Palomas and the perioddirggaf the dirt streets ignores the contours of thaite A municipal
water supply system operates for all of Columbus, laggatial of effluent is dependent on individual septik$aA cattleyard,
dipping and crossing facility which straddles the in&ional boundary is located close to one of the nipai wells in Puerto
Palomas, but there is no drainage facility to contlugtmanure and slurry away from settled areas. Salgle disposal is
typically handled by landfills, but the landfill @olumbus was recently ordered closed by the New Mdxiogronment
Department; the landfill south of Puerto Palomasasi@guately managed. The Columbus Industrial Parlchndibuts the
international boundary, has a wastewater treatmanhidfcurrently non-operational; however the recemstruction of
moderate income housing in the Park and the slownesiga of its industrial activity will force its repair.

The seasonal increase in population also places straimsusing and education in the area. The influx afgeto Puerto
Palomas during the peak activity of the agricultsedson is said to swell the population by 50%. Thmatg question posed
by the effects of this growth is whether the resourééiseparea can continue to support so many peoplérsisteps toward
determining the carrying capacity of the area, cahensive planning and impact modeling are important

Jurisdictional Issues

In the Columbus-Palomas bioregion, there are fivisdictional levels, where legislative, fiscal and redotty authority resides.
In addition, the US and Mexico have different adstiiative structure and responsibilities. The State ef/Nexico regulates
water rights, oversees wildlife habitats located orestatned land, and regulates public utilities. TheeStd Chihuahua
administers public education and sanitation. The dgvernment of the United States regulates usedef &t property,
including subsurface mineral exploration. The fedgmalernment of Mexico regulates, water, land usegnairextraction,
public utilities, road construction, and health segsgic

These differences have made difficult the historicélection of parallel data in the U.S. and Mexias,well as between
jurisdictional entities within each country. It has@atesulted in restrictions on research in this progtttough data about
water sources have been officially collected by Mamiauthorities, and have been analyzed by the résesm, they cannot
be published without formal approvals by both the @@¥t Internacional de Limi¢ Ystes y Agua (the Mexisaction
counterpart to the International Boundary and W&mmmission) and the Comision Nacional de Agua.

V. BROWNFIELDS INITIATIVES

The UNM-EFC is participating in brownfields economédevelopment through various activities. They ha@nkinvolved in
conducting research on brownfields, and have pagtiegin conferences dealing with innovative browd&eedevelopment
financing. Through their strong ties to the EFC nekythey are able to access the expertise of the RégiEFC, whose major
focus is on brownfield site redevelopment. This inveltlee financial issues affecting the availability addit and financial
tools and incentives to spur investment in abandonetheercial and industrial sites. Specific brownfieldwdties include the
following:

e EPA Region 6 Brownfields Redevelopment Initiative
The UNM-EFC developed a 2,500+ name database afralgbrownfields stakeholders. They are preparing a
regionally-oriented resource mainly that focuses parfcing strategies. They also assisted with preliminamjecence
planning and preparation.

e Charrettes On Brownfields Redevelopment
The concept of a charrette is to bring togethemwsricommunity groups, agencies, and technical advisoenfintensive
workshop where information is exchanged and theqipatnts work together to develop solutions to speisfiaes the
community is facing. The EFC conducts these charrbitdisst gathering background information and faarilzing the
technical advisors with community concerns prior ® ¢harrette, so that the charrette itself may focus on
solution-oriented goals. The brownfield charrettesbameficial in cities which have already begun thexpss of
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brownfield redevelopment, but which are experiegabstacles that inhibit redevelopment at the broslafites.

¢ City of Albugquerque Brownfields Redevelopment
Albuquerque holds promising opportunities for browtafseredevelopment, and the EFC will work with théyQinder an
assistance agreement with New Mexico Environment Deygant to assist the City in understanding Brownfieldsessu

¢ New Mexico Environment Department Technical Assistance
The New Mexico Environment Department submittediat piroject grant application in January 1997. fraject is
awarded, the UNM-EFC may work with NMED on this gt} Potential work could include: community outiea
regarding brownfields redevelopment, which may imealkorkshops or a statewide conference; and, devegapin
inventory of prospective sites using a GIS based compystem, taking into consideration baseline socio-emiro
indicators. This effort will be in support of the edisittment of a model redevelopment process which Willa
communities to identify sites, assess sites, and affect-cleand redevelopment in an expedited manner.

Brownfields 96:
A New Environmental Frontier

What: National Brownfields Conference
Where: Pittsburgh, Pennsylvania
When: September 20 & 21, 1996

Hosted by:  The City of Pittsburgh
Sponsored by:U.S. Environmental Protection Agency (EPA),
International City/County Managers Association (ICMA)
American Bar Association (ABA)
National Religious Partnership for the Environment
Mortgage Bankers Association of America (MBA)
Topics: Financing
Property Reuse - Urban Revitalization
Community Involvement
Site Assessment
Risk Assessment
Cleanup Technologies
Public-Private Partnerships
Seminars: Money Talks: Tools for Financing
Putting Brownfields Back to Work
Having a Stake in the Outcome: Community Involvetnen
Starting from the Ground Up: Brownfields Assessment &@Lp
Making a Case for Brownfields (case studies)

UNM-EFC . Conference Attendee: Heather Himmelberger, EFCdire
Involvement:
Brownfields and Greenfields:

Opportunities and Challenges for Metropolitan Developnten
What: National Brownfields Conference
Where: Cleveland, Ohio
When: March 28 & 29, 1996
Hosted by: Lincoln Institute of Land Policy
Topics: Perspectives on the Significance of Brownfields Realéan to Metropolitan Land Use Issues, including

Urban Encroachment on Greenfields
Techniques for Analyzing Public Records on Real EStedesactions
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Public Policy Initiatives: financing options, reguat reform, and stakeholder collaboration
Seminars: Brownfields and Metropolitan Development

Using public records to Analyze Metropolitan Change

Strategic Considerations in Recycling Urban IndusRieél Estate

New Public Policy Initiatives

Financing Brownfields Redevelopment

Case Studies: Cleveland & Chicago

UNM-EFC
Involvement:

Conference

Attendees: Heather Himmelberger, EFC Director

Susan Butler
Joe Schrader

Assistance to the City of Albuquergue, New Mexico
on the Development of Proposal
for the USEPA Brownfields Economic Redevelopment Iniative
March 1996

The EFC assisted the City of Albuquerque, New Mexicthe development of an Albuquerque Brownfieldsatiite pilot
project submitted to USEPA. The Initiative focusedamnabandoned railroad site, which was chosen as tiverpice of the
City's brownfield initiative because of its high pdiahfor a successful cleanup and reuse. The site cangaiederal Enterprise
Community that is a diverse collection of neighbodigdEnvironmental justice and economic developmeng \meportant
issue for the surrounding communities.

The EFC facilitated meetings of the cooperatingrgag which included the City Office of Economic Dieymment, the Barelas
Neighborhood Association, the San Jose Community Aves® Council, the New Mexico Environment Departmasityvell as
a potential purchaser of the site. A joint proposa developed, with the City of Albuquerque actingresslead applicant. One
of the goals of the project was to create an atmospifezooperation in which the land owner would vaérily agree to clean
up the site under a negotiated agreement. Theremudtiple parties interested in purchasing the sitee @otential purchaser
was extremely interested in redeveloping the sitenfanufacturing and creating jobs for the surroundmgmunity. While the
project was not funded under the USEPA Demonstrditot, the discussions between the cooperating par@srsontinued.

V. TECHNICAL PRESENTATIONS, TRAINING, AND MATERIALS

Council of Infrastructure Financing Authorities
1996 State Revolving Fund Workshop

What: National Conference for State Revolving Loan Furahi&gers
Where: Albuquerque, New Mexico
When: November 17 - 19, 1996
Topics: State Implementation Strategies
Designing SRFs to Preserve Future Lending Capacity
Tracking Progress and Performance of the SRF Program
Drinking Water SRF Guidance
SRF Audit Policy

UNM-EFC Involvement: The UNM-EFC Director was invited to participate opamel titledDefining Capacity Development
for Drinking Water Systemw/here she presented an overview of the developafentapacity building program in New
Mexico. Panel members included:

Moderator: George Ames, EPA Branch Chief of EnvirontakFinance
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Speakers: Peter Shanagan, Small Systems CoordinatdStePA
Heather Himmelberger, Director of UNM-Environmerfaance Center
John Cromwell, Manager of Water Supply for Apogesé&arch, Inc.

The UNM-EFC had an exhibit table with informatioradable on the Environmental Finance Center Nekwiodividual
Environmental Finance Centers and the Environmetitaincial Advisory Board. Copies of reports from tlagious EFCs were
available for review and individuals were able tquest additional information. A list of individuals winequested copies or
more information is available in Section V.

Conference Attendees: Heather Himmelberger
Susan Butler
Lorri Skeie-Campbell
Norine Meyer

Summary of Paper Presented to
1996 Council of Infrastructure Financing Authorities Conference

Small Water System Capacity Development: New Mexiege€Study

Presented by: Heather G. Himmelberger, P.E.
Director, Environmental Finance Center

November 19, 1996

Introduction: The UNM-EFC has been working with the State of Nexico, under a grant from USEPA to develop a
capacity assessment tool and assist the state in devebopapacity development program for small water systdime project
includes a review of NMED's data collection efforesjiew of capacity development efforts in other stategtings with
various stakeholders in capacity development, devegopicapacity assessment tool, and implementationw®Heto date on
the project in New Mexico will be discussed.

Discussion:New Mexico is an arid state with approximately 1,80dking water systems. Over 1,000 of these systems are
described as small. Several factors influence the dprednt of a capacity development strategy in Newibdgxcompared to
other states. Within New Mexico, water rights is a mancern- including securing rights, the availapitif rights, and the
prior appropriation doctrine. Water has cultural gotitical aspects. The Public Utility Commission doesregulate
municipalities or mutual domestic water consumers assmesa(MDWCA). Geography and population density miakifficult
to achieve physical connection of the systems.

Several categories of stakeholders were includeckinliftussions, including Regulatory Agencies, Fundingnaigs,
Technical Assistance Providers, Water System OperatmQthers. The involvement of stakeholders in this ¢ssds
important for several reasons: 1) stakeholders haveusperspectives depending on their vantage poiimyigmentation
and, ultimately the success, of a state-wide progrdhinwolve all stakeholders, and 3) capacity develeptris multi-faceted
(i.e., technical, managerial, financial, institutadnand expertise is needed on each subiject.

For the next step following this data gathering stége EFC will be synthesizing the input of all thekstaolders, developing
the assessment tool, and soliciting input from stakemalde

1996 New Mexico Infrastructure Finance Conference
In-Depth Conference on Infrastructure Programs

>
What: State Environmental Finance Conference
Where: Albuquerque, New Mexico
When: October 28-29, 1996
Hosted By: NM Dept. of Finance and Administration/Local GoveemhDivision
NM State Highway and Transportation Dept.
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NM Environment Dept. and NM Economic DevelopmenpDe

NM Assaociation of Counties and NM Municipal League

NM Finance Authority

NM Association of Regional Councils

U.S. D.A. Rural Development Agency

U.S. Department of Housing and Urban Development
Sponsored By: Boatman's Trust Company

Marron & Associates

Holmes & Narver, Inc.

Molzen-Corbin

Southwest Securities

UNM - Environmental Finance Center, RGIS, North

American Consulting Engineer's Council of New Mexico

Standard & Poors Public Finance Ratings

Wilson & Co.

International Consulting, Inc.

Johnson Controls, Inc.
Topics: Transportation

Environment

Community Development

Emerging Trends & Issues in Infrastructure & Finance
UNM-EFC Involvement: Exhibit Table & Sponsorship;

Conference Speaker: Heather Himmelberger;

Conference Attendees: H. Himmelberger, Norine Melyerii Campbell

Summary of Paper Presented to
New Mexico Infrastructure Finance Conference
Technical Assistance and Other Available Resources
Presented by: Heather G. Himmelberger, P.E.
Director, Environmental Finance Center

October 28, 1996

Introduction: The Environmental Finance Center (EFC), locatatatJniversity of New Mexico Engineering Research
Institute (NMERI) was created in 1992 as a pilot atitie of the USEPA's Environmental Finance Prograusetve EPA
Region 6. The UNM-EFC is part of a network of 6 Ussity-based EFCs that serve EPA Regions 2, 3, 5a6010. EPA's
ultimate goal is to locate one center in each oflh&PA Regions. The activities of and various senatfesed by the
UNM-EFC will be discussed.

Discussion:The overall mission of the EFC is to create sustainaiiironmental systems in the public and private sector
Sustainable systems have the financial, technicalirestitutional resources to operate indefinitely in diance with federal
and state environmental regulations. The goals oEF@ are to 1) provide state and local officials wettucation, training,
advisory services, technical assistance, publicationsamaalgses on management and financing of environmiefastructure;
2) promote innovative environmental financing tagles; 3) document and disseminate information almmavative

financing techniques and decision makers; 4) devedmpl$éron financing strategies and build public-priyetenerships; and 5)
identify financing projects that are consistent witktainable development goals, pollution preventiod, source reduction.

The major projects that the EFC has accomplisheddeclBuilding Capacity Development for small drinkiwgter systems in
the State of New Mexico, Management and Financipgo@s for Small Water Systems in Doi¢Y2a Ana Couny, Rublic
Private Partnership and Alternative Wastewater Citle@and Treatment Workshops and Training, US/MeBoader Projects
(including: BECC/NAD Bank Roundtable, workshops andference, Ecological Baseline Model for Columbus,/NAg
Palomas, Mexico, Report on Environmental Clean-umglUS/Mexico Border: Examination of Financing Aitatives),
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Brownfields assistance to the City of Albuquerque, HRAB (Environmental Finance Advisory Board) Finahdiaolbook.

The services that the EFC can provide include teehaisistance to state and local governments and traepsector relating
to the management and finance of new or existing@mwental infrastructure. The EFC provides these sesvbn a contract
basis.

1996 New Mexico Conference on the Environment:
Setting New Mexico's Environmental Agenda for the Fuitu

D>

What State Environmental Conference
Where: Albuquerque, New Mexico

When: March 12 - 14, 1996

Hosted by: New Mexico Environment Department

Bernalillo County Environmental Health Department
City of Albuquerque Environmental Health Department
All Indian Pueblo Council
New Mexico Hazardous Waste Management Society
Sponsored by Intel
Los Alamos National Laboratory
U.S. Department of Energy
Sandia National Laboratories
Public Service Company of New Mexico
Topics: Hazardous Waste
Air Quality and Water Quality
Radioactive / Mixed Waste
Water Quality and Groundwater Protection
Environmental Law
Environmental Education
Community Involvement - Environmental Justice
Health and Safety
Solid Waste
Wastewater Treatment and Wastewater Reuse
Pollution Prevention
Riparian & Wetland Restoration
Regulatory Reform
Sustainable Development in the Border Region
Native American Issues
UNM-EFC Involvement: Conference Attendee and Speaker: Heather Himmedberg

Summary of Paper Submitted for
New Mexico Conference on the Environment
Alternative On-Site Liquid Waste Disposal System DemorntstraProject: COMPOSTING TOILET AND GREYWATER
SYSTEMPresented by: Heather G. Himmelberger, P.E. Directorznvironmental Finance Center

March 12, 1996

Introduction: The East Mountain area of Bernalillo County is cherdzed by fractured Bedrock and very shallow soils.
Portions of the East Mountain have relatively highsiiy development. The development type and theogéofactors of the
area make it poorly suited to traditional septic th@ch field type on-site liquid waste treatment. Tegor concern associated
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with the use of septic tank/leach field systems in th&t Bountains is the potential for groundwater contation from
inadequately treated wastewater. This system may mdwctheowners with a viable, cost-effective altermativseptic
tank/leach field disposal systems in locations that asaitable for this type of operation or where tradfitil systems would be
expensive or environmentally undesirable

Demonstration Project Location and Background:The demonstration project includes two approximadéyacre lots in the
East Mountain Area of Bernalillo County, with limit@ccess to community water supply lines and no accessammunity
sewer system. The lots are unsuited to traditional segpildleach fields. The lots have very shallow soilsl(bek as close as 6
inches from the surface) and have a fair amount gkslalso, the lots are heavily wooded and the lot@wras concerned
about maintaining the trees.

System DesignBoth lots will use the same basic type of system - catimmptoilet with greywater evaporation. A composting
toilet will be used to treat the toilet waste. Thedurct of the composting toilet should be a composablgtfor landscaping
uses. The water from the other areas in the househaitl,as showers, sinks, and washing machine, will flaamtevaporation
pond. Neither lot will use a kitchen garbage disp@$er use of a kitchen garbage disposer changes thdfickssn of the
kitchen waste to blackwater). The greywater evapmratystem is sampled for the basic parameters thatedifinquality of
wastewater - Biochemical Oxygen Demand (BOD), tetapended solids (TSS), total dissolved solids (TDS), kg¢ddahl
nitrogen (TKN), nitrate-nitrogen (NO3-N), ammoniigragen (NH3-N), phosphates (P), fecal coliforms, totdl coliforms.

Summary of Paper Submitted for
New Mexico Conference on the Environment
New Treatment Process Testing in New Mexico
Co-authored by: Mathew O'Grady, Bernalillo County Public Works,
Clara Cates,
Bernalillo County Environmental Health, Heather G. Himmelberger, NM Engineering
Research Institute, Robert Paulette, Wilson & Co.

March 12, 1996

Introduction: Providing wastewater treatment for outlying devetents within the urban county has traditionally pesed
problem. There is a balance of comparative cost letwesmall-flow treatment system in comparison to tititianal cost of
extending sewer lines to serve outlying developmertts tive larger cost-efficient main treatment plantadidition, the
day-to-day upkeep of small development treatment syst&n be a significant problem in providing quadiperations and
maintenance staff on a regular basis. Bernalillo Goisnévaluating a new wastewater treatment systemsti@ported to
provide cost-efficient treatment along with easy afien. The treatment process is Bioflotation and igioally manufactured
in Russia. The process is reported to attain effluemteatrations below 10 mg/L BOD and combines the
aeration/clarification/sludge thickening processes amte tank.

Discussion:The Bioflotation process provides secondary treatrtedbmestic wastewater by dissolving oxygen in theidiqu
similar to a Dissolved Air Flotation (DAF) Thickendy portion of the system effluent is pressurized in afwater mixture,
and the oxygen is driven into solution. When this fisweleased into the reactor tank, the oxygen comesfesolution in the
form of tiny bubbles. Oxygen transfer rate is repottete very efficient, and the bubbles "float" thew®lary sludge to a
concentration much higher than traditional graeigyifiers. Moving parts are kept to a minimum sinpemtions rely on the
pressuring pump for the aeration of the wastewater.

Based upon the reported advantages, Bernalillo Ccwagyconstructed a demonstration project at the Ciybmquerque
Southside Water Reclamation Plant. The project teamsisting of Bernalillo County, University of New keo, Wilson &
Co., and BIFAR USA, has been evaluating the perfocaaf the unit by treating the City's primary eéfft. Bernalillo County
hopes that this process can provide cost-efficient waseewreatment for domestic flows outside the norn@ice limits of
the larger treatment plants. In this way, governnoéfittials can minimize the number of septic tank systémstalled than can
potentially pollute the groundwater, a finite ammrdg@ous commodity to all New Mexicans.

Training for Water Professionals from El Salvador
Held in conjunction with the University of New Mexico
Office of International Technical Cooperation
August 1996
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The UNM-EFC held a workshop on alternative wastewetélection and treatment systems to nineteen Salaadoxrho were
here on US AID CLASP Il scholarships to study civictiggvation in water management, sponsored througl®ffiee of
International Technical Cooperation at the UnivgrsitNew Mexico. The workshop presentation, which gi@en in Spanish,
included topics on:

e alternative sewers
o gravity
o small diameter gravity
o vacuum
o pressure - grinder pump and septic tank effluent pump
¢ lagoons (stabilization ponds)
o facultative
o aerated
o aerobic
o anaerobic
e constructed wetlands
o free-water surface
o subsurface
o nitrogen removal

The alternative wastewater treatment lecture covéiredarious types, components, treatment mechanismstrgotion,
operation and maintenance, and advantages and didagea of each topic listed above. Following theulestthere was a
comprehensive guided tour of the City of AlbuquetgWdastewater Treatment Plant, including a walk éodischarge point
where the treated water is released into the Riod&an

The Salvadorans were in New Mexico six weeks for tilémsive water management studies. While they were, ithe group
met with various water-related officials such as, waterservation officers, water treatment operatordands experts,
acequia majordomos, and small water system adminigtradtavas expressed to the EFC that all the Salvaderares
impressed by the commitment to stewardship of watetard] and the tradition of culture that they ermteted.

Workshop participants

Heather Himmelberger . .. ............ UNM-EFC

Lorri Skeie-Campbell ................UNM-EFC

Blanca Surgeon . . . . .. Rural Community Assistabagporation
ChrisNunn........... Consultant, Acade@aordinator

*(for list of Salvadoran Attendees, please contaciNgFI

Meetings with USEPA Region 6
Dallas, Texas
September 1996

The Director and several staff members of the UniweddiNew Mexico Environmental Finance Center meihw
representatives of USEPA Regions 6 Water Quality Btiote Division in September of this year. The purpofkthe meetings
was to provide Region 6 with an update on the pasgod the EFC and to discuss current initiatives andsieettie Region.

Mr. Michael Siegel, founder of RateMod Associates dedeloper of the RateMod(TM) water rate setting nhadkemonstrated
the utility of the model to the UNM-EFC staff. Mriegel explained the general training process andtthm-the-trainer"
approach. The EFC staff was joined by Mr. Keith Hiredprivate consultant already familiar with the mipdad Mr. Mike
Henke, Director of PNM Water Services. Mr. Henke wmagressed with the model's flexibility and capabititiele expressed
interest in using the model on the small systems whidi Ridinages. However, PNM Water Services is in a beginstiage
and is still in the process of developing a client beee more information on the rate model, please sge fi.

Computer Rate Model Demonstration
Albuquergue, New Mexico
November 1996
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Participants included: Mike Siegel RateMod Associates
Mike Henke PNM Water Services
Keith Hinds Infrastructure Development Services
Heather Himmelberger UNM-EFC
Susan Butler UNM-EFC
Lorri Skei-Campbell UNM-EFC
Norine Meyer UNM-EFC

1996 State/EPA Region 6 Conference
Dallas, Texas
December 16 & 17, 1996

On December 16 and 17, the representatives fromaieus state regulatory agencies from EPA Region ondiscuss
relevant issues, policy concerns, new regulations, im@hdation of existing regulations and requirementd \amious other
items of interest or concern. Heather Himmelbergended the two day meeting, including the breakestion for Public
Water Supply. One of the topics of major intereshtostates was the reauthorization of the Safe DrinWater Act and what
these new requirements mean to the states. Ms. Himrgelmgave a presentation on the Environmental Fin@ecder,
including a discussion of ways in which the EFC cowsist the states in developing a capacity developmenegy

* FOR REQUESTS FOR PUBLICATIONS, please contact EFIN

1995 ANNUAL REPORT

Established in 1992, the Region 6 Environmental Kiaa@enter at the University of New Mexico, New MextEngineering
Research Institute is the oldest center on the EFC dtktand has built a solid record of accomplishments. HRC initially
began with an emphasis in its training program orafiication of public private partnerships to operg&and owning public
purpose environmental systems. From there the EFCzatd the NAFTA environmental side agreements byninétg to
provide technical assistance to border communitiesayswf lowering costs for basic sanitary services.

Additionally, the EFC undertook an early study ofaincing alternatives for environmental infrastructalgng the border that
served as a guide to feasible choices for public paénision making. Since then the EFC has worked clagith the
leadership of the Border Environmental Cooperatiom@ission and the North American Development Bankp&ficular
interest to financing institutions is the viability @@dmmunities to help pay for their environmental ssgiand institutional
means to create greater self sufficiency among usecsnitinuing its important border work, the EFC haergly field tested a
water and wastewater rate model with several New &tezdommunities. The model will be a mainstay of tRe€E financial
outreach program.

The Dona Ana County Viability Assessment Project

February 1996
Project Description

The project has three objectives, (1) assess the wadiilgxisting small public water systems in unincorpedaicolonias" in
Don Ana County, (2) analyze various types of legghaizational structures available for small water systemnd (3) make
recommendations on appropriate legal structures aadde options. Many of these unincorporated comnagyiteferred to as
colonias, are not served by water systems, sewer trebfacdities, or electricity. Many times, the coloritack potable well
water as well as adequate wastewater treatment.

These colonias are frequently settled by Mexican imamity who migrate to the United States in search ttéigaying jobs
and cheaper land. Due to a loophole in the New BteSiubdivision Act, these settlements were allowecdktelbp without
sufficient infrastructure. Through a process of foursialits, lot owners could develop parcels without ptimg sewage
collection and disposal, potable water, and pavedsiddany of these problems will be alleviated whenrdwised New
Mexico Subdivision Act of 1995 goes into effect eanly1 996, closing the loopholes, thus preventing frrghroliferation of
colonias.
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Community Profile

In Dona Ana County, there are 35 communities whigbetbeen designated as colonias with an estimatedatimpubf 40,000
inhabitants. A colonia is generally defined as an coiporated community with the following conditions:

1) is located within 100 kilometers of the U.S./Mextworder,
2) was in existence before November, 1990 and desidrzat a colonia by the County or State in which ibcated,

3) is determined to be a colonias on the basis ofrieriseich as: lacks adequate potable water, lack afuade sewage systems,
and lack of decent, safe and sanitary housing.

Dona Ana County is the fastest growing county in Negxido, as well as the ninth poorest in the State.ddwnty is located
in the south central area of New Mexico and has anwamborder with both Texas and Mexico. The El-Paswelu
metropolitan area lies just across the border. Agucelland population centers are located along theSRande, which
traverses the county from the northwest to the soutlceasér. In addition to agriculture, Dona Ana dessubstantial
economic benefit from federal expenditures associattdthe White Sands Missile Range near Las Cruces amdMExico
State University. The 1991 population of 140,60kezh2nd in the state.

State Agencies Served - Dona Ana County

e New Mexico Environmental Department (NMED), Drinkingt®/ Bureau Collected data on each colonia water system,
i.e., number of connections, system population, systassification, metered or non-metered, operatorfasation, etc.,
which provided the information necessary for a beigiglata base.

Local Governments Served - Dona Ana County

Out of the twenty-two Colonias in the data base glsgestems representing small, medium and large systemshasen to
serve as case studies. The three systems are as follows:

Berino Mutual Domestic Water Consumers Association (MDW@®)
Mesquite Mutual Domestic Water Consumers Association (MDWA)
Dona Ana Mutual Domestic Water Consumers Association (MI/CA)

The EFC made site visits to the individual water systgathered local water system reports as availablegaltetted
anecdotal stories. Through field research and diaieunity contact, a number of factors began to emekijhough not all
colonias are communities at risk for non-viabilitytheir water supply systems, many of the colonia reptetifarent levels of
development, some with serious health risks. In mangmiess exposed cesspools are in close proximity to dgnkater
supplies, and in one case chemicals were observed disoftarged from a local company into a ditch adjatea colonia
resident's well.

Outcomes

The EFC identified various types of legal and orgatiimal structures available for small water systemsinaorporated areas
of Dona Ana County, as well as various options of oglmprand management structures that may be approfoiaéicient
and cost effective operations of existing or plannatewsupply systems among the colonias.

The EFC learned that one centralized county-widiyeis unlikely to be supported by many of the residen Dona Ana
County. On the positive side, the EFC discoveredttieatarger mutual domestic associations were willingke on the role of
being a mid-regional provider of water and wastewgtesurrounding colonias and smaller non-viable systd@ims.was
valuable information in formulating recommendatidmsthe report.

Potential infrastructure financing sources for theni@s depend on the legal organizational structuregtad. Once organized
into a legal entity or entities, the colonias will élegible for more sources of funds. A possible next stegd be for the EFC to
assist in analyzing user fees to pay for the operati@intenance and debt service for the system or systeetseskl

This project will produce a report that will haveptical applicability for the local residents as veadlprovide constructive
evidence on how EPA can improve and strengthenfitsteto help small water systems remain viable.

Update - Dona Ana County Viability Assessment Project
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On February 7, 1996, the EFC met with a group pkets to sort out the status of the Subdivision Actiemielationship to the
Colonia dilemma. Through this process, the EFC brofaytit a number of issues relevant to its Dona AnaegRtajork.

Options

¢ Colonias sprout up without any County knowledge thay are in the development phase. Thus the Subdivisit
although it will eliminate the more formalized 4-loophole splits, will not prevent all new coloniavétlopment,
including illegal water hook-ups.

Options:
o Create more user-friendly planning office, serving dsidge, receptive to local problems.

¢ Colonias organize themselves around water issues whasknis an added element that must be dealt with when
considering consolidated options.

Options:

o Educate communities on the reasons for consolidatingrwgstems and ensure a measure of local control is
maintained.

¢ Colonia residents do not view themselves as livingferiar conditions, but more likely value the ownepsbf land
above any discomforts they encounter with sewageakddf water.

Options:

o Solicit the Colonias Development Council's (CDC) assitato encourage grassroots discouragement of new
colonia development.

o Provide alternative housing at affordable pricedheogotential colonia resident. Encourage more pginan-profit
grant money to organizations such as Tierra del Belexkisting housing group that is providing low-cosiging to
such residents.

¢ The Colonias Development Council (CDC) encouragesnias to organize and form their own Water and &#aoit
Districts. CDC does not understand the issues of viabiBC needs to fully understand that grant funds enénishing
and state legislative funds are reduced as well. Laekforcement capability within the County.

Options:

o Criminalize illegal developments and create a "stfiltee" for stricter enforcement at the local leWhile not a
popular option in New Mexico, it worked in Texasaffe developers who are responsible.

e Regulatory Solutions:

o Originally within the Subdivision Act there was ausa which would have allowed Colonias that were agped
illegally to file suit in Santa Fe through the AGffice. This was deleted. Restore that clause to the Act

o Develop a moratorium on new developments througttmiCounty, until all of these remaining problems are
addressed. (Unlikely solution for fast growing Dona Alaunty. Experience tells that even during moratosy
illegal development sprouts.)

o Standardize procedures with the Councils of Govertsn@0OGs) throughout the state. Some are proactivie whi
others are passive in their efforts.

o Reform the Capital Improvement Plan (CIP) process. t€hdency is to present a "wish list" without a caowathd
plan. Each department within the County should tivdir priorities to a coordinated County effort.

o Financial security options: i.e., impact fees, bontls, ® support infrastructure replacement.
¢ Land Use Solutions:

o Plan within a comprehensive framework. Coordingdéaa that synchronizes subdivision regulations, zoning,
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performance standards, and density sizes. Decide wief@dunty wants growth to go. Connect with the Q& p
since the cost of sprawl is high -- as evidenced byiegismall widely-dispersed water systems.

o Safe Drinking Water Act (SDWA) viability and smalkaier systems:

o Create a County Oversight Authority which allows sheall systems to maintain a degree of autonomy. County
oversight would be responsible for ensuring that thdlsystems are developing in a manner that ensureditgabi
and requires all consumers to be hooked up legally.

The Cloudcroft New Mexico Water System Restructuriig Project

November 1995
Project Description:
Small water systems restructuring project for the Villge of Cloudcroft in Otero County, NM.

The purpose of this drinking water project was toodtrce the concept of regional cooperation to a raicommunity of
small water systems located in the vicinity of Cloudigfdew Mexico. The goal was to link the water systémis a regional
consortium which could benefit from economies of sealé improve the overall viability of water systemsha region. As a
result of the project, the EFC has initiated discussidgtisthe New Mexico Environment Department DrinkMéater Bureau to
develop a drinking water viability assessment rankirsesy. Such a system would inform NMED of small wateresyistat

risk for becoming non-viable.

Community Profile

The Village of Cloudcroft, a small recreational towith a year-round population of 636, is locatedhie Sacramento
Mountains of South Central New Mexico within the d¢bens of Otero County, approximately 15 miles frommdayordo, New
Mexico. Cloudcroft's mountain location makes it aydap spot for second homes and summertime visitors. Bting summer
the population swells to over 2500 residents. Numerouadl smincorporated communities lie within a 20-niéelius of
Cloudcroft, each experiencing similar weekend andrsanpopulation bulges. While the Village of Cloudtitas adequate
water supply infrastructure, many of the small uniposated communities have antiquated water supply sgsiéth
deteriorating wells and distribution lines, along witadequate production and storage capacity.

The small drinking water systems restructuring study stewiof thirteen small systems, of which eight were praxfit
cooperatives, two were mutual domestic, one a mualitjpone a water and sanitation district, and omeagely owned.

State Agencies Served - Cloudcroft Project

o New Mexico Environment Department (NMED), Surface W@telity Bureau, Certification Divisioninked local water
system operators with resources to assist in New MexiatkiDg Water operator certification process.

¢ Drinking Water Bureau, Compliance Sectidinked local water system operators with resourcesade Brinking Water
Act water quality testing requirements.

e Updated th&NMED database information for Cloudcroft Area small watestems.
Local Governments Served - Cloudcroft Project

Assisted Village Administrator with organizing the wadgstems in the Cloudcroft area for the purpose ofud&Eng small
water system restructuring options. The Village recogmihat the small water systems in the Cloudcroftanesat risk for
becoming non-viable. When systems encounter probleaysftbquently seek out the Village Administrator §siat in
resolution of these problems. By offering the wateresysbperators an array of options which can increasegi#iility of their
systems, the EFC reduced the dependency these unirateghemall systems have on the incorporated Village.

Informed the small water unincorporated system opeyatioviability restructuring options. Sessions includédrmation on
rate structure analysis, budgeting, water quality d@anpe regulations, operator certification requiratseequitable billing
through meter use, water conservation incentivesfedetal and state funding sources.

e Provided a resource guide list of technical assistarmaders, funding sources, and a list of small water ayste
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publications.

o Established a meeting forum for small water system ¢gesran which they could discuss issues impacting system
viability.

e Connected system operators with technical and finhagency resources designed to enhance system viability.

e Coordinated the scheduling of a water operatorfaztion training session in the Village of Cloudcrtidtassist local
operators in meeting the operator certification tiaad

Customer Feed-Back from EFC events/actions - CloudcroProject

A group of thirteen water systems had never gathegether to discuss common problems in water system aperftitially,
there was considerable mistrust from the outside in¢iore as well as uncomfortable feelings about shariitly @ne another.
By the close of the project, the system operators basdiderable trust in the project facilitators. They hecognized the value
of gathering together to discuss both problems andisnijtand demonstrated interest in forming an assoiafitheir small
water systems. The water system operators expressed apiprefor the efforts of the EFC.

The Village Administrator encouraged the EFC to persunding to implement a second phase of the OtetmtydProject.
This phase would provide an infrastructure needs assessirahof the small water systems in the Cloudcrofizaand offer
rate structure analyses on individual systems as weltate analysis under a regional cooperative arrangemen

Outcome

e Consultative/planning meetings were held with thenageersonnel previously mentioned. These meetingscéove
stimulate new ideas on further viability projectshe state of New Mexico.

o EFC staff worked in cooperation with other NMERI gram personnel, providing updated information fasemxg
NMERI projects and planning for future projects, adl we incorporating NMERI Information Systems dataitite
Otero County Project.

As a result of the project, the EFC has initiated dismns with the New Mexico Environment Department Kirig Water
Bureau to develop a drinking water viability assessmamking system. Such a system would inform NMED of smater
systems at risk for becoming non-viable.

FIELD TESTING
of
WATER AND WASTEWATER RATE MODEL

SEPTEMBER 22, 1995

On September 22, 1995 the New Mexico Environmedfitednce Center, in cooperation with the EnvironrabRinance Center
of Syracuse University, sponsored a field-testing ofiityJRate Setting Model held in Las Cruces, New lidex
Representatives from various water utilities were ed/itio attend to field test a computer model thatdessgned as a financial
planning and rate setting tool. The invitees were gsidoring specific records pertaining to their tilivhich they input into
the computer model. The representatives gained iratiom about their specific rate structure and wete tbleave with
valuable information including a full rate and fivdal forecast for their systems.

The field testing activities were designed to ensuaettie final product is capable of "off-the-shelf" tsetypical small and
medium-size public water and wastewater service pessidndividual computers were provided for eacheftesters, and
they were assisted by the developer of the model, dic8iegel and representatives from New Mexico Enwirental Finance
Center. The testers represented public water systemagempulations ranging from less than 100 to a muaiitipwith
approximately 50,000 residents.

Other applications for the model include evaluatibalternative financing mechanisms and public-pavadrtnerships,
training Environmental Finance Centers and not-fofiptechnical assistance providers in establishingdafit recovery, fair
and equitable financial management practices forlssndl medium public water and wastewater providers.

BORDER ENVIRONMENTAL FACILITIES FINANCE ROUNDTABLE
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ON
FINANCING OF BI-NATIONAL ENVIRONMENTAL PROJECTS

SPONSORED BY THE
NEW MEXICO ENVIRONMENTAL FINANCE CENTER
at the
University of New Mexico

July 24, 1995

Roundtable Summary
Description

This Roundtable was called as a follow-up to the May1®95 workshop with U.S. Senator Pete Domenicickvivas
sponsored by the University of New Mexico's EnvironrakRtnance Center (EFC). The original intent oftimeeting was to
bring together the primary state and federal leivelrfcing institutions to discuss the feasibility of finarg a bi-national
environmental project.

Although the intent was not fully realized since salef the funding institutions were not able to att¢ime meeting, much of
the discussion focused on the feasibility of funding-maabional project from the perspectives of the fitiahinstitutions.
Primarily, the discussion centered on the communiti€otumbus, New Mexico and Las Palomas, Chihuahubdmbpe that
these communities might serve as a model of how tq gisign, and implement and environmental infrastinecproject for
the BECC-NADBank in the US-Mexico Border region.

The various agencies and institutions at the meetsgudsed the feasibility of helping the communities dii@bus-Palomas
initiate the BECC-NADBank proposal process. The outeovas different than envisioned, but all parties seeregdpleased
with the direction that the meetings followed. Itsasgreed by all participants that the informationuhsed at the meeting
would be relayed to the communities of Columbus-Pakat a future meeting.

Background

Clearly, water is the primary issue for this regionjoliis experiencing encroaching desertification, wgteality and quantity
problems, and rapid growth rates. These importantnisgees are not unique to these communities, rathg@atieeoccurring on
basin wide levels extending from Silver City, New Me&xto Nuevo Casas Grandes, Chihuahua. Although Calaralomas
is considered the focus of the potential projectjdba was presented that the whole region from Sdirgtto Nuevo Casas
Grandes should be treated as a "corridor of oppoytuimitwhich growth can be encouraged in a more soghbdé and
environmentally harmonious manner.

One of the primary differences between the two sidéiseoborder is how a bi-national infrastructure pobjis developed and
financed. Each country has different approachesaeldnning and funding of liquid waste treatmenfguts. The group also
discussed the financing mechanisms on both sides anahpfementation of a user charge system to repay thefateb
construction of the system and annual operation arntemance. Mr. Victor Miramontes, Deputy Directortbé North
American Development Bank, thought that this issuddcbe resolved through discussions between the agemadagaups at
this meeting and similar entities on the Mexican sidin® border.

Presenters and Summary of their Presentations

Myles Culbertson, New Mexico Border Authority Executive Director, explained the role of the Border Authority, which
includes being a vehicle for financing through rexebonds, recruiting businesses to the region, andtjziing and
coordinating projects that the State of New Mexi@ntg accomplished along the border. Mr. Culbertsceredfthat the Border
Authority has limited resources for major projects, that they could easily serve as a "traffic cop” @thgrer/disseminator”
of information for any environmental infrastructymejects taking place along the New Mexico-Chihuabaoiaer.

Culbertson related that the Border Authority haeadly been working with the Columbus/Palomas Commasibrce on
seeking funding for a bi-national infrastructure pij Although efforts to secure funding during th@3 82gislative session
were unsuccessful, the completion of an infrastrugiungect is still very desirable. During the coursehs ineeting, it became
clear that the Border authority is a key playethia New Mexico-Chihuahua region, especially in regar@olumbus and
Palomas.

Mr. Culbertson briefed the group on the current stafithe liquid waste treatment systems in the commuimityas Palomas,
there is a centralized sewage collection and printraptment system which empties into a large lagooth@rdge of town.

44 of 54 1/22/2008 3:42 P|



EPA EFCs - Region 6 Annual Reports http://mww.epa.gov/efinpage/efcn/ar/1995-1999/unmiatm

45 of 54

The main problems in Palomas are: 1) the numbelegfal connections; 2) a lack of systemic integritgmsure adequate
sewage collection and transport; and 3) inadequedtntient at the treatment facility. In Columbus, ¢hiemo centralized
sewage system; the individual homeowners have oneatrrent systems. The high density in Columbus has creategrn
regarding the potential for groundwater contamarafrom so many septic systems in a small area. BothgéiHl are on a
public/municipal water system.

Victor Miramontes, NADBank Deputy Director, described the purpose of this second meeting as amtopiby to take a
serious look at whether a project in the Columbus+Rafarea is even feasible. If a project were to whekagencies attending
the meeting would have to give sufficient "intellgat capacity” to help determine the realistic posisigd. It is important to get
beyond the politics. Leadership is needed from thenfie and environmental communities. The BECC and Be&ik cannot
expect to succeed in their missions unless the pariicipef state, county, city and local organizationadsialized. The BECC
and the NADBank cannot lead projects. Thus, the@gadiion of the groups in the second meeting was aseintial step if a
Columbus-Palomas project is to be realized.

Miramontes stated that the NADBank is interested inémmenting the least-cost solution for operation anthteaance.
Communities cannot afford to operate treatmentifaglwith the high operation and maintenance costgirteers Inc. and
New Mexico University's New Mexico Engineering Resbdrstitute (New Mexico EFC) pointed out that a wetls treatment
system may be the most cost-effective solution for timencunity. The construction costs for a wetlands treatrsgstem are
somewhere between 33-50% of those for a conventiceatiment system according to Engineers, Inc. Theseagegeement in
the group that the community would have to deteentire type of system they preferred should a projesitve, but from the
BECC-NADBank perspective it appeared that the consttlwetlands could be feasible from a financial @perational
standpoint.

Mr. Miramontes presented the idea of creating a ma¥atooperation and action between the groups reptesgeat the
meeting. All the groups would participate togetlesapport the creation of a project in Columbus-Pakrithere might be a
few lead organizations, but the other groups woulghsttand augment the lead organizations' efforts.ifitial effort is
preliminary to study the potential for an implemda¢a successful project. It was once again statedhrsaetfort will not
provide a guarantee of a project proposal to NADBagtause there are many unresolved issues and thetdeiraplete a
project must come from the communities themselves.ivbraes observed that much information could be gdimed not
going to completion with an infrastructure projectiahat not submitting a proposal to NADBank would canstitute a failure.

Elaine Hebard, with the New Mexico Department of Fiance (also a graduate student in Community and Regiah

Planning at the University of New Mexico) and Frangco Jaimes Acuna, Plan Director, Direccion General DBesarrollo
Urbano y Ecologia gave a more detailed and closer view of the Colis¥alomas communities. Their presentations helped
the participants to visualize the natural and buiit@aindings as well as understand the emerging envirotahgroblems that
the communities are experiencing. The presentersadiohtend to represent the communities, but interaidg to provide
information to the participants. The reality tha¢sh communities are integrally linked to its natueaburce base was keenly
reinforced by this presentation.

Richard Chavez, New Mexico Finance Authority Progran Manager, observed that the Finance Authority has many
advantages that other state entities do not have, ffiesEinance Authority is able to be more flexilgroviding monies and
utilizing grant monies where available to help cohtosts. Second, they have the ability to work wlitrerse funding entities
which other agencies do not have. Third, they caamilly finance bi-national infrastructure projedtthey were to receive
legislative approval and executive affirmation. keg in any type of effort on a bi-national projécthat the executive branch
of state government not only be informed, but ineldidMr. Miramontes said he would like to see the NABIBanirror the role
of the Finance Authority on the Mexican side sina@relcurrently is not a similar Mexican agency.

Roger Frauenfelder, BECC General Managerexpressed concern that the group might be movingrtba project before the
community has had adequate input to the process. EEas the ability to offer funds for technical assistaso that
communities with minimal resources can access theicattdn and funding process. Mr. Frauenfelder reersigld the theme
that the BECC is a "bottom-up organization" that esrhe residents of the border region. Mr. Frauenfélather stated that
the BECC can allocate funds for a bi-national compnsive plan covering Columbus-Palomas if the inttd culminate in an
environmental infrastructure project. The goal of@Eis construction of infrastructure projects.

Oscar Romo, BECC Commissioner-Colegio de la Frontera Nie, asserted that there needed to be more Mexican
representation at the meeting even if the intenttavgsther American funding institutions. Bi-natiosabrdination requires
Mexican participation so that plans do not develojsatation of one another. Also, Romo said that thmeetise necessary to
plan a project and the technologies that are masteftective already exist along the border (i.ee,Htoparque in Tijuana,
Baja California). Finally, he added that the BEC@aRBl of Directors are the primary source to reviesppsals because they
represent the residents of the border. The BECC stéiiti support mechanism for aiding the Board in #atuation and
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certification process.
Sustainability

A most vital issue of how a project in Columbus-Palomiissucceed is sustainability. Sustainability can sexs¢he up-front
lens from which the focus can be set on the 30-40ly@azon. A project plan for the community must vidwe long-term effect
and not a short-term, ten year window. It was poimigthat private sector financial support might sexva quicker financial
buoy than the public funding route. If the privagetor is utilized in the effort to establish sustairighiibr the project, then
they must be given a clear priority and role. Thiggte sector is essential for the long-term success efginonmental
infrastructure project and may be able to providaricial support to the community in a more expedgiway. Also, it was
brought up that sustainability is primary, but that ¢gnowth of the community must be considered in tha pnd design of the
system. The 30-40 year horizon of the project musiiséainable as well as adaptable and able to expagdatey with
growth of the community.

Proposed Action Steps

The group decided that it was important to have daimmeeting in Las Palomas with community state amxivhn agency
representatives to report of the results of the July12895 meeting and to discover the interests of thenmonities. It is also
important to locate potential sources of fundingrespnt to the communities, should they be interestedbimitting a proposal
for a project.

Workshop
WORKSHOP SUMMARY

ALTERNATIVE WASTEWATER COLLECTION AND TREATMENT SYSTEMS
AND
PUBLIC/PRIVATE PARTNERSHIPS

JUNE 1995

In June of 1995, the Environmental Finance Ceirtezpnjunction with the New Mexico Engineering Rexsh
Institute(NMERI) Infrastructure Development AssistancegPam, presented three workshops titled "Alternafitastewater
Collection and Treatment Systems and Public/PrivatenBrships.” These workshops were developed as a diseidt of the
NMERI and EFC work in small communities and with New Mexico Department of Finance Administration chb
Government Division. Through this work, the EFC aidEBRI became aware of a lack of information on thet pf local
government officials regarding the availability gratential to employ alternative wastewater collettmd treatment
alternatives and alternative financing methods. Tdgk bf knowledge may prevent communities from ingading lower cost
alternative systems for their communities.

The purpose of the workshops was to:

Provide technology transfer and education.

Introduce general information regarding some ofcbiéection and treatment
alternatives so that community officials know theyséxi

Discuss information regarding the barriers to the usdtefnatives.

Discuss methods of including alternatives in the plagaimd design phase of a
project.

Provide an overview of public/private partnerships.

The workshops included an introduction describingfitidings of a Government Accounting Office (GAOpogt that
investigated the need for alternatives and the lrardetheir use. Following the introduction, wastewatdlection alternatives
were described, including: gravity sewer, small di@ngtavity sewer, vacuum sewer, grinder pump pressurerseand septic
tank effluent pump sewers. Wastewater treatment sygitions were presented next, including conventiondated sludge,
lagoons, land treatment, and wetlands. After the dsoun of options, the topics of barriers to the usetefratives and how to
incorporate alternatives evaluation into the plagrand design of a project were discussed. The fin& teas public/private
partnerships. This discussion included types of publicpei partnerships, opportunities and barriers to dpirejca
partnership, public and private sector expectatiomd the terms typically found in a contract or agreettbetween the public
and private partners.
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Border Environmental Facilities Finance Roundtable
"An Overview of the Collaboration of EnvironmenEacilities
Funding Programs for New Mexico Border Areas"

sponsored by
The New Mexico Environmental Finance Center (EFC)

University of New Mexico
Albuquerque, New Mexico
May 30, 1995

Workshop Summary
Description

On May 30, 1995, The University of New Mexico's Eovimental Finance Center (EFC), at the request of &e8ator Pete
Domenici, hosted a Border Environmental Facilitiezafice Roundtable. The Roundtable was held to prands/erview of
the collaboration of environmental facilities fungiprograms for the New Mexico border areas. Partitgpsn the workshop
included both state and federal funding agenciesgdsaw three bi-national organizations.

Background

The Environmental Finance Center opened the ageitda brief discussion on the background and purpb&smeronmental
Finance Centers. As the Roundtable was designed fd3amator Domenici on broader financing issues, eae$epter
discussed their programs background as well as curréns stafunding levels. Additionally, Lieutenant Gomer Bill Bradley
spoke to the importance of financing border envirental improvements through the use of public/priyetenerships in order
to supplement government financing.

Senator Domenici stressed that future congressionalatesthust be based on common-sense initiatives, as vgeleasific,
peer-reviewed environmental standards. The Senapteuggied efforts to improve the environmental coodiiin the Border
area, and encouraged participants to continue talgwde their efforts.

Proceedings

The Roundtable discussions centered on the develomhesiiable, user-fee based projects that must be édtadlito provide
security for the loans and repayment of debt. It waghasized that the border project would require@ng planning efforts
built on reasonable expectations and prudent finan@aagement. However, it was noted that much ofittancial, legal and
socioeconomic reviews would be subcontracted out,ealltiith American Development Bank (NADBank), theetnational
Boundary and Water Commission (IBWC) and Border Emirinent Cooperation Commission (BECC) staffs are, atid wi
remain, limited.

Further discussions led to the solicitation of the Earnvinental Finance Center to provide analyses of tfanfial and
demographic components of a model project, possikelYCilumbus, New Mexico and Puerto Palomas, Chihuasuaell as
facilitate the creation of an organized, coordidaterking group along the border. It was also recomhed that the
Environmental Finance Center host a second meetitigginear future to discuss specific roles and respaitisibibf the
various members of the working group. All of the j#ptants agreed that it is important to focus and dimate efforts along
the border. The Environmental Finance Center ageéatilitate these efforts.

BECC Environmental Finance Conference/Workshop
Hosted by the New Mexico EFC
Jointly Sponsored by U.S. Department of State and.S. EPA
December 15-16, 1994
Albuquerque, New Mexico

SUMMARY
Description

The New Mexico Environmental Finance Center (EF@téd the BECC/NADBank Environmental Financing
Conference/Workshop, jointly sponsored by U.S. Depamtrof State and U.S. Environmental Protection Ageifihe
conference, held December 15-16, 1994 in Albuguerbiew Mexico, used the workshop format to acqual#€8 and
NADBank officials with the latest approaches to finagcand building cost effective environmental fam in Mexico and the
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United States.
Background

Over the last decade, transboundary environmenthlgms across the nearly 2,000 mile U.S./Mexican Bdndge grown in
direct proportion to the border region's dramat@éase in population and industrial development. €ipplemental agreement
to the North American Free Trade Agreement (NAFPA)vides for the binational cooperation and actieaded to address
these transboundary environmental problems.

This supplemental agreement divides the responsibdlitfifiancing environmental infrastructure between tvew binational
agencies, the Border Environment Cooperation Comnmg&8i& CC) and the North American Development BanABank).
The BECC will work with local communities to coordie the planning and design of environmental faediand then “certify"
the projects for funding to various funding institmtjéncluding the NADBank. The stated purpose of tid®Bank is to serve
as a potential financing source for the BECC-apprgregects. The NADBank will be capitalized over aifgear period with
$225 million of cash each from the U.S. and Mexind with an additional $1,275 billion of callablepii@l from each country.

Proceedings

Presentations given at the conference had two basicethiin common: keep the technologies simple and ppat®, and keep
the financing affordable.

In preparation for the conference, the EFC hadcuahent prepared by the Government Finance GrougeeHtEnvironmental
Clean-Up Along the Mexico-United States Border: Anrixation of Financing Alternatives."

Overall, the conference provided an excellent opmity for the BECC and the NADBank officials to mésading U.S. experts
in the field of environmental finance. By utilizisgiccessful approaches of existing financial programsnetitlitions, the
BECC and the NADBank can develop financially sowsmttling practices that will address the burgeoningrenmental needs
in the border area.

List of Presenters and Brief Description of their Presetation

o Michael Siegela private financial consultant, emphasized the pranand design of appropriate, less capital-intensive
projects that offer simpler solutions. These projectihide self-composting toilets and water reuse technesodilr.
Siegel also recommended the centralization of tésli for example, water standpipes that could beredgwhand
developed as needed in the future.

e Steve Levine with Moody's Investor Services, explained the funttof Moody's ratings services, and discussed the type
of information credit ratings could provide to commities and investors. Mr. Levine also highlighted vasiteveraging
structures implemented in EPA's State Revolving Fuodram.

e Dan Luecke with the Environmental Defense Fund, discussed tjuafia International Wastewater Treatment Facility, a
prototype facility that will allow the reuse of tted wastewater for irrigation purposes. When comptee$383 million
dollar project will reduce pollution of the TijuafRiver and thus protect the National Estuarine RebhdReserve and the
Pacific coastline south of San Diego.

o Albert Racelis, with the Dona Ana County, New Mexico, PlanningpBement, discussed demographics of Dona Ana
County and the effects that uncontrolled, unplargreavth has had on the county and the environment.

¢ David Hanna, with the New Mexico Department of Finance and Awstration, discussed various environmental
funding sources within New Mexico that are availdbleenvironmental infrastructure improvements.

o James Gomezof Goldman, Sachs, presented information on altenarganizational and financial approaches for
public-private participation in Mexico. Mr. Gomegead the Juarez wastewater treatment plant to illestnat
Build-Operate-Transfer (BOT) concession approach tipyprivate participation. Degremont, an interoatl
wastewater company, has been granted a 12-year cantéysiunta Municipal de Agua y Saneamiento, JMAS,
finance, construct and operate two wastewater tredtpients in the northern border city of Juarez.

e John Peterson with the Government Finance Group, Inc., preseatedverview of alternative financing mechanisms
that may be used to address environmental fundingfah®rSeveral financing techniques were presentdddirg
privatization, pooled financings and multilaterah@iing strategies.
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e Thomas Cochran and John Sheafferof the Resource Defense Foundation, stressed the medsdfgrdable
technologies and water reclamation and reuse. Miaf&rehighlighted several benefits gained from a waater
reclamation and reuse treatment system, includingrloperational and maintenance costs, greatly redsicelge
disposal requirements, reduced odor problems, incregmdspace and wildlife sanctuaries, and groundwatbarge.

¢ Michael Curley, a member of the Environmental Financial AdvisopaRl (EFAB), discussed the common
characteristics of well managed, viable finance @ogy. Mr. Curley emphasized the BECC and NADBank should
institute financial policies that insure appropriatej@ct design and user fee based financing decisiohsthanate from,
and are controlled by, local communities. Local actability for project costs and revenues is the fotindaof
successful financial performance.

¢ Victor Miramontes, The Deputy Director of the NADBank, was the lastai@e. Mr. Miramontes emphasized that border
environmental improvements would require long-tetemping efforts built on reasonable expectations andgnt
financial management. He agreed that the BECCl&lADBank should promote appropriate, affordabbdatelogies
for the border communities. Ideas such as conservatioater, wastewater reuse and the promotion of weedexr
marketable resource should be encouraged. Mr. Mirges@mphasized that the NADBank would not be thedeafi
last resort, as the binational seed money would bedged and would have to be backed by solid loans.

October 1, 1994

Meeting Financial Responsibility Requirements on Tibal Lands

In 1994 under a grant from Region 8, the EFC prgharreport on how tribally owned and privately-earanks on tribal land
can meet the financial responsibility (FR) requiretaeari the Underground Storage Tank (UST) prograni9®8, EPA issued
regulations defining financial responsibility for vaus categories of facilities to insure funds would bedlalle from sources
other than the federal trust fund. The regulatioesiified a range of methods for tank owners to dematesER Several
important issues affect tribal compliance with therEguirements. First tribes may own and operate unolengrtanks so they
must meet the FR requirements themselves. State gogetanmowever, do not have jurisdiction over undengdatanks on
tribal lands. Tribes are not treated as states undé&tS$fieprogram and cannot receive federal trust fundey directly. States
have established State Assurance Funds but the tribeshbaquivalent mechanism. The Region asked the &Fgeais on
three question, which the report covers indepth.

1. What methods are used in general to provide oFfR requirements, with an emphasis on state assurards?fu

2. What characteristics within the tribal environmeagd to be taken into account in order to desigapgnopriate mechanism,
for meeting financial assurance requirements for tankisibal lands?

3. What feasible options merit analysis?

November 1993
Environmental Clean-up Along the Mexico-United Staés Border:
An Examination of Financing Alternatives

In 1993, EPA asked the New Mexico EFC to examindulieange of financing alternatives for environmnegdrsystems along
the border. The EFC had already begun field wovklved with assisting small water and wastewater systetheiborder area.
With NAFTA fast approaching it became very evidédrattnew financing ideas and techniques must be eeal@aid adopted if
the pressing public health needs of the border area ever to be met.

The EFC asked the Government Finance Group to fgteartd evaluate alternatives, including some highhoivative ideas
such as asset securitization where long term infrasteitians would be "warehoused" by a public lendei prdject start-up
risk is overcome whereupon the loans could be purchesggackaged into publicly-traded securities.

This report and the early work of the EFC helpedrimf the debate over financing options during develept of the
environmental side agreements to NAFTA .

PUBLIC-PRIVATE PARTNERSHIPS
FOR ENVIRONMENTAL FACILITIES AND SERVICES:
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THE MANAGEMENT CHALLENGE FOR LOCAL GOVERNMENTS

June 22, 1993
Austin, Texas

Summary of Proceedings

Local communities have the responsibility for constngcand operating environmental facilities and foryiding services to
their residents. As financing to provide services arittlifacilities becomes more limited, partnerships bemwthe public and
private sectors becomes one important option. Unfately, there has too often been a history of mistndt a
misunderstanding between the public and private sed®aising the level of competence of public admiaiets to deal
effectively with alternative options for providingwéronmental services and facilities will help elimi@ahe harmful
misconceptions between the private and public sed®oidic administrators need the skill and expertisentdyae
opportunities as well as structuring and managing ¢inéract effective. Public administrators also mustwara that a contract
might not relieve the public entity of certain legasponsibilities and liabilities.

The New Mexico Environmental Finance Center, uradgrant from USEPA Resources Management Division,ldped a
training program for local government official, gaifficials and private participants on initiatingytio-private partnerships for
solid waste, drinking water, and wastewater treatrfaailities and services. The training was developedaseaday overview
for elected officials and managers, and as a twoidajgpth session. As part of the training programNbé& Mexico EFC
developed an extensive training manual.

In cooperation with the Texas Water Development Boarone-day training session was held in Austin, Teqasakers
included representatives from USEPA, New Mexico EF€xas Water Development Board, private consultantad édttorney
General Office, and the State Bond Advisor for ttetesof Oklahoma. The conference was well receiyetthé attendees and
evaluation forms reflected that the attendees faltttie conference presented a good overview antifidation of the issues
involved in developing a public-private partnership.

U.S.-MEXICO BORDER ENVIRONMENTAL ASSEMBLY AND COLLOQUY
Santa Fe, New Mexico
June 25-26, 1992

The Integrated Environmental Plan for the Mexice®-Bbrder Area, published in Spring of 1992, callseitensive work in all
media to improve environmental conditions alonglibsler between the two countries. While both Mexind the U.S. have
committed significant funding to push ahead withttbeder plan, there will still remain a shortfall usgealternative financing
mechanisms are identified and implemented. This wathes for an international colloquy between Mexieaund U.S.
officials who came to Santa Fe, New Mexico in Jud@2lto discuss financing needs and alternatives for@mwiental
infrastructure along the U.S. - Mexico border. O2@0 participants from both countries attended the dsigeifhe first day of
the assembly was open to the public and the secondakayeserved for working groups.

The intent of the Colloquy was to help build a brerggublic understanding of the challenges and opptigs which the two
countries face as they work together to address berdéronmental concerns. The overall purpose was rigttoruild
awareness of environmental finance needs and mechatistaso to give the U.S. and Mexican governmergci§ip
suggestions to ways in which financing barriers canlibéreated and new opportunities for environmentélastructure
investment can be created. The intent was to helieduiure policy deliberations in both countries.#abook of documents
was sent to each of the participants before the aojlég provide the participants with critical infortian related to the topics
that will be covered at the U.S./Mexico Border Eadimental Infrastructure Finance Colloquy. The bimmkuded historical
documents such as the 1944 U.S.-Mexico Water TreatyrenlLa Paz Accord of 1993, as well as The Intedratevironmental
Plan for the Mexico/U.S. Border. The historical dawnts represent key milestones in the maturation afdv@nvironmental
progress.

The 1944 Water Treaty is significant in its creatiéthe International Boundary and Water Commissiou, sets the stage for
subsequent agreements on environmental protectiorLd Faz Agreement and its Annexes instituted the presaking
arrangement between our two countries, with Nati@wirdinators assigned to coordinate and implementassgebcific plans
and policies. Annex | relates to wastewater treatnmettite Tijuana/San Diego area; Annexes Il and IHldeith hazardous
substance spills and shipments; and Annexes IV and \bamemed with air pollution emissions and monitorimghie border
region.

The background section contains a variety of matevidich were drawn from materials in the files at EfPl SEDUE, and
from contributions by the various participants. Itenduded budget and summary pages on the IntegratdcbBmental Plan,
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a 1991 speech on the Plan by former SEDUE Secr€tairinos, a workplan to improve conditions in theaois now being
carried out by the Rural Community Assistance Corpamatind various news articles. The newspaper artiblesen because
of their emphasis on the question of how to pay fefrenmental protection.

There were four working panels on the second daetblloquy. Each panel had a moderator to leadithession and a
working agenda which the participants received leetbe session. The following is a brief overivew of plaaels and the
suggested action items they developed.

PANEL A: State and Local Government Environmental Infrastructure Finance
LEADER: Elizabeth Ytell, Rural Community Assistancer@aration
TOPIC: Colonias Infrastructure; financing and managenof water, wastewater and solid waste systems in fBecdlonias.
MEMBERS:

Noe Fernandez, Texas Water Development Board
Mayor William Tilney, El Paso
Patrick Benegas, Anthony Water and Sanitation Distric

GOALS:
Develop action items for EPA related to support a$tiaxg colonias programs and duplication of successtalllefforts.
ACTION ITEMS:

Increase training for water and wastewater system tipsr&overnmental coordination of circuit riderofgerate and
maintain environmental facilities; Survey of existingstewater treatment systems, with an analysis of atieen
technologies for lower cost construction and operati@stablishment of colonias solid waste franchises as aesofir
revenue.

GENERAL DISCUSSION:

Overview of state of infrastructure among U.S. casnReview of current activities to finance and camcstnew
infrastructure development; Current methods for systemagement and administration (includes billing asitiction).

PANEL B: Mexican Privatization
LEADER: Alfonso Caso
TOPIC: Privatizing Environmental Infrastructure éekrvices in Mexico
MEMBERS:

Fernando Heftye, National Commission for Foreign streent (SECOFE)

William Chew, Standard and Poors Corporation

Guadalupe Arispe de la Vega, Mexican Association ah@aonity Health and Development Organizations
Francisco Gil Diaz, Secretaria de Hacienda

GOALS:

Develop action items for the U.S. and Mexican gorents to facilitate improved environmental condisipaspecially
along the border area, through privatization oditranally government environmental activities in Xi®. Acquire
first-hand knowledge of existing privatization tedumes currently used in the U.S.

ACTION ITEMS:

Document in case study format any successfully privatiaeilities and services in Mexico; Publish a bi-liagmanual
on understanding debt/equity transactions in Mexiamlyze the barriers and incentives for private coettn and
ownership of environmental facilities in Mexico; Edtslh a mechanism to improve communication between U.S
companies and their Mexican counterparts to establigtegtc alliances.
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GENERAL DISCUSSION:

Current activities of Nacional Financiera and otklexican institutions to support privatization; U.Sstitutional
involvement in Mexican privatization and ways torggse private equity participation; Capital gainsarridexican tax
laws.

PANEL C: Public-Private Sector Environmental Infrastr ucture Financing
LEADER: Linda Powers, Deputy Assistant Secretary fawvi8e Industries and Finance, U.S. Department of Cerom
TOPIC: Funding Infrastructure Needs of the U.S. - ideXBorder Area
MEMBERS:

Fabian Chavez Superintendent of Insurance, StadtewfMexico

John Adams, Vice-President and Manager, Internati®aalices, Union National Bank of Texas Jose Cruzge@n
Electric

Michael Basham, Smith, Barney, Upham and Harris

GOALS:

Discuss (1) criteria lenders or investors would use ttuatainfrastructure projects and (2) the structugetkems of
typical financial arrangements.

GENERAL DISCUSSION:

1) What criteria do lenders and investors utilizevaleate infrastructure projects? Examples of suchriiteclude types
of project risk (legal, environmental, currencygirst rate and sovereign), acceptable margins ofigetnd ability to
syndicate and/or securitize.

2) Assuming a favorable determination by lender(shegstor(s), what structure/key terms are typicalmiaricing such
projects? Examples of such characteristics includextemeof recourse, types of covenants or performaageirements,
form of syndication, debt-equity structure, form e§&l ownership, and the impact of regulatory corgern

SUMMARY OF PROJECTS AND ACTIVITIES
RELATED TO CAPACITY DEVELOPMENT
FOR DRINKING WATER SYSTEMS

During the past four years, the University of New MexEnvironmental Finance Center (EFC) has built &l setord of
accomplishments. The EFC initially began with an eagihin its training program on the application of lpuprivate
partnerships to operating and owning public purpos@@mmental systems. From there the EFC anticipatedNthFTA
environmental side agreements by beginning to pragdenical assistance to border communities on waysaaring costs
for basic sanitary services. Additionally, the EFC utatgk an early study of financing alternatives foviemnmental
infrastructure along the border that served as a doitkasible choices for public policy decision maki8mce then the EFC
has worked closely with the leadership of the Bordaritenmental Cooperation Commission (BECC) and thaliNamerica
Development Bank (NADBank). Of particular interesfinancing institutions is the viability of commureisi to help pay for
their environmental services and institutional meangaate greater self sufficiency among users. In coiminits important
border work, the EFC has recently field tested a maatd wastewater rate model with several New Mexararaunities. The
model will be a mainstay of the EFC's financial catte program.

Increasing water viability in New Mexico's small watersystems.

The New Mexico EFC recently submitted a proposalRé Region 6 to work with the New Mexico Environm&epartment
(NMED) to identify deficiencies in water system datdi@ction, develop a viability model to assess theilitgtof the state's
water systems, and assist in implementing a state wide wiability program through a series of train-thaitier type sessions.
The EFC's intent is to establish a program that Newiddecan sustain over the long term that would be stersi with EPA's
goals as identified in the draft Safe Drinking Waket, and then extend it to other states.

Rate Model Software for Full-Cost Pricing

To achieve sustainable management of drinking waltgmaastewater services, it is important to set ratesverahe full cost
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of these vital environmental services. In August 1998 New Mexico EFC planned, hosted and assisted weilth fbeta)

testing of computer software for setting financiattgponsible drinking water and wastewater rates. Tlzetbst of the software
package, entitled "Utility Rate: A Rate Setting Mbdnd Financial Planning Tool for Water and Seuities”, was also
coordinated with the Syracuse University EFC in Reg@oBoth EFCs will conduct "train-the-trainers" session the rate
model for EFC staff this summer, followed by trainsessions for local officials beginning in the fall (1296

Enhancing the Viability of Small Water Systems in NewMexico

Eighty-six (86) percent of the water systems in New igl@are small systems (systems that serve 3,300 peomeer)f At the
present time, there are 69 systems serving 2,500 permsaorm®, 159 systems serving 500-2499 persons, and 1,8&8rsy
serving under 500 persons. Small water systems, in deegparience greater operation and maintenandaes, are less
financially secure, and have reduced technical dhtyatthnan larger systems. As a result, communities égpee interruptions
in service, crisis-oriented management which addressetepns as they arise rather than setting long-ternacepient/upgrade
goals. All of this can and does impact the qualitywafer of small community water systems. The EFC coairta build on its
work of increasing the viability of small systems thrbugchnical assistance.

Otero County Water System Restructuring Project

The EFC has developed expertise in the area of srasdirwystem viability. One example is a water viapilit
project in the Cloudcroft area, located in Oterau@ty, New Mexico, that presented an array of regtinirag
options to operators and board members for the pugfdsgoroving viability with the small mountain commity
systems.

In this example, the EFC engineered a drinking waiteject to introduce the concept of regional caapen to
these small water systems. The goal was to link the \wastems into a regional consortium which could benefit
from economies of scale and improve the overall litgttof water systems in the region. In addition torgasing
community awareness of restructuring options, the EB€instrumental in arranging operator certificatiamning
in the Cloudcroft locality with an expected resudltLO0 percent operator certification in the area.

Dona Ana County Viability Assessment Project

The work with Otero County provided valuable insgimto productive methods of approaching communitias t
are resistant to outside intervention. ConcurrentiéoQtero County project, a water viability study wagg
carried out to assess the viability of three small watetems in unincorporated "colonias" in Dona Ana Cgunt
New Mexico. These small system case studies were reprigemfasmall water systems throughout Dona Ana
County and provided necessary data which is beingtosaoalyze various institutional options for the cguartd
recommend financing strategies to support these stasctur

In the process of creating these institutional andhfifed alternatives, research is being conducted on
Federal, State, and local regulatory financialalegnd cooperative resource decision-making, such as
"one stop shops" and single preapplication processessigring possible scenarios for managing
water systems, the EFC is considering issues of equitgffioizncy and the necessity of inclusive
participation processes which are sensitive to the enigltural conditions of the area.

Border Environmental Facilities Finance Roundtables

On behalf of the Border Environmental Cooperati@m@hission (BECC), the EFC sponsored two Roundtablesanding
environmental facilities for the U.S./Mexico Bordgeas. The first was held in May 1995. Discussions cehter¢he
development of reliable, user-fee based projectatinat be established to provide security for the loads@payment of debt.
It was emphasized that the border project would redang-term planning efforts built on reasonableeetations and prudent
financial management. Without this perspective, iability of the environmental facilities assisted bg 8ECC and the work
of the North America Development Bank (NADBank) wabbe jeopardized.

The second Roundtable was called as a follow-up tiMtnesession and was held in July 1995. This meetingghtatogether
many of the primary state and federal level finagairstitutions. Much of the discussion focused on theifd#y of funding a
bi-national water project from the perspectives effihancial institutions and how to initiate the BEGIBDBank proposal
process.
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