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Acquisition of Retail Water Companies

The below and attached information is in response to questions raised about the
Malletts Bay Water Company and Colchester Town Water Company:

1.

Statement: “We are taking over liability for an ongoing business and have not
had an outside inspection of the infrastructure — no business does that.”

Fact: Both systems are generally of a post 1970's era and accordingly
consist almost entirely of ductile iron pipe. Corrosion inhibitors were
introduced into the water supply in the mid 1980's which effectively
controls tuberculation which can reduce the systems flow capacity. As
public water systems, in April , 2010, both systems were subjected to a
mandatory sanitary survey conducted by the Vermont Department of
Environmental Conservation. No significant or minor sanitary
deficiencies were identified. Further, the state recognized the systems
as having outstanding performance and therefore reduced the
frequency of future inspections from once every three years to five
year intervals. In summary, these are comparatively very young
systems in very good condition. The results of their Sanitary Surveys
are in enclosed as Attachment #1.

2 Statement: “...concemed about future liabilities for maintaining and repair...”

Fact: Champlain Water District is giving the Town with the acquisition of the
two water companies a Reserve Fund for capital repairs to these systems.
These retail companies will be operated as an Enterprise Fund. Their
operational and capital costs will not be bome by the Town'’s taxpayers — only
the users of this water supply service.
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Statement: “This reminds me of FD 1 and the sewer system agreement.
How many times have we asked the question, ‘What the heck were they
thinking???. This seems to be a similar deal.”

Fact: Select Board minutes during 1985 are exiremely informative. It
appears the Select Board and FD#1 were on a course of expanding the FD#1
treatment facility. Minutes stop and there rest is known by verbal history.

There are two relevant issues here. First, the decision by the Town to
decommission the plant and convert it to a pumping station, and 2) entering
into an agreement with FD No. 1 effectively exempting them from any future
debt related to the Town's future wastewater expansion efforts.

With CWD, we are indemnifying them from any future liability associated with
the two retail water systems. The relationship between the Town and FD No.
1 compared to the Town and CWD is very different. For example, FD No. 1 is
a customer of the Town's where the Town continues to provide a service to
them for which all customers should be fully and equitably paying for and
have responsibility for. This is a very different relationship than what exists
with CWD.

3. Statement: What are the “...long term relations with fire District 2 and do not
see this move, without any formal discussion with them, as being not a good
way to do business.

Fact: The immediate purpose of acquiring these two water companies is to
give the Town, as a municipality, a place at the table to bring water storage
capacity to Severance Comers which is not in FD#2's territory. (In fact, this
opportunity was discussed unofficially with a member of the District staff to
understand the “possibility”. It was leamed that the engineering of these two
water supply systems would be problematic at Severance Comers.)

Efforts to work with FD#3 have been ongoing for three years and the Select
Board has been continuously informed of these negotiations. As part of this
discussion, the acquisition of the two retail water companies has been on the
table without objection since the process began to secure water storage
capacity for Severance Comers. As part of the “bridging” to assure capacity
for the current development at Severance Comers, the Town has been using
the reserve “capacity” of the retail companies to meeting State requirements
on the premised agreement that the Town would take ownership of these

retail companies.

4. Statement: It is understood “...that the Malletts Bay Water Company is within
the geographic service area of Fire District 2 — so are we running a water
company in competition with them?” Have issues with town getting into
water business, would prefer that ownership and operation go to FD#2
(especially for the Malletts Bay Company which is their territory).
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Fact: The Malletts Bay Water Company has retail services in
geographic areas of Fire Districts 2 and 3. Most of the service area is
in FD#3. Only a very small portion of the Malletts Bay Water
Company is within the FD#2 Service area. The majority of this
system is located within the boundaries of FD#3, and the system
was deeded to the CWD in 1986. See Attachment #2. Legally, the
Town can offer retail water services within a fire district. See
Attachment #3

5. Statement: “Might be able to live with Exit 16 from the standpoint that we are
already billing these users for sewage.”

Fact: Brookside project is served by the Malletts Bay Water
Company and has municipal sewers owned and operated by the
Town of Colchester. Accordingly, the Town currently provides sewer
billing to this area. The development at Severance Comers is being
provided with waste water services owned and operated by the Town.
Providing water under the Town’s auspices is consistent with long
term goals of Town.

6. Statement: “The Town has no staff to service waterworks ... so who is going
to do the service work beginning with the 1% break tomorrow.”

Factt The Town’s ownership of these companies will not change the
operations of these companies. All service and billing will continue to be
provided by the Champlain Water District. Over the course of the next
several years the DPW will leam ‘the business” and prepare one DPW
employee to successfully secure a “Distribution Class IV license” needed by
the Town to operate a water supply system independently if it chooses.

As the Town looks out to its future and incremental growth, DPW will need to
add staff for a storm water utility. Combining this person-power need with
water distribution allows the Town, operating as an enterprise fund, to move
forward on its goals to better serve and meet the needs of the Town of
Colchester over the long haul without adding to its general fund obligations.

7. Statement: “Which law firm has reviewed the contract and said ok to sign, do
we have that in writing? Can we have a copy of their analysis?

See Attachment #4

8 Statement “The water tank at Exit 16 — current capacity and how much
goes to Colchester?

Fact: There are two water tanks at Water Tower Hill, both having

a capacity of 850,000 gallons for a total storage capacity of 1.7
million gallons. The current breakdown of allocation is as follows:
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CFD No. 3 243,000gals.
CFD No. 1 162,000 gals.
CWD Retall 175,000 gals.
Winooski 729,000 gals.
Essex 391,000 gals.

9. Statement: “The proposed rebuild, total capacity and how much goes to
Colchester?”

Fact: The proposed expansion provides an additional 325,000 gallons.
This additional allocation would be allocated as follows:

CFD No. 3 220,000 gals.
CFD No. 1 24,000 gals.
CWD Retall 81,000 gals.

10. Statement: Estimated cost to rebuild, how much gets paid by Growth
Center, who pays the balance, have they all agreed? Time table for

rebuild?

Fact: Estimated cost to rebuild is $1.8 million.

e $950,000 expected in TIF revenues

e Balance is paid by CFD No. 3, CFD No. 1, Malletts Bay Water Co.,
Colchester Town Water Co. and CWD.

e Parties have agreed in concept, however FD#3 has indicated they
can not afford their share. Diverting approximately 53% of the
project costs to the TIF District is expected to significantly help with
this issue.

e The water storage tank would be built within the next 1 to 2 years.

11. Statement: “Does Champlain Water run P&L'’s for the two water
companies? Can we get copies for last 3 years? We have seen overall
financials and the district has been losing money.”

See Attachment #5

12. Statement: Do we know if the water companies will need rate
increases in the near future? Wouldn't that do wonders for town
budget vote if we take things over and have to raise rates?

Fact: As an enterprise fund utility, it would be reasonable to expect that a
periodic rate increase will be needed similar to the Town's sewer system. The
impact of such rate increases on the Town budget would likely be similar to the
impact created by the Town's sewer rates being periodically increased. See
Attachment#6 for existing rates.
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"~ VERMONT

Vermont Department of Environmental Conservation Agency of Natural Resources
Water Supply Division

Old Pantry Building [phone] 802-241-3400

103 South Main Street lin-state] 800-823-6500

Waterbury, VT 05671-0403 [fax] 802-241-3284

www.vermontdrinkingwater.org
May 26" 2010

Malletts Bay Water System
Attn. Mr. Jim Fay

403 Queen City Park Rd

S Burlington VT 05403

Re:  The Sanitary Survey of the Malletts Bay Water System a Public Community Water
System, Colchester, WSID #20333

Dear Mr. Fay,

A sanitary survey of the Malletts Bay Water System (the Water System) was conducted on April
20" 2010. Rob Farley represented the Vermont Department of Environmental Conservation,
Water Supply Division (the Division), and Jay Nadeau represented the Water System. The
Water System is regulated as a consecutive Public water system, which is one of 12 municipal
consecutive Public Water Systems that receive its drinking water from Champlain Water District
(CWD) Water System (WSID #5092). No additional treatment of the water is provided prior to
distribution to the users. The Water System was issued a full Permit to Operate (PTO) on June
15" 2009 which will expire on July 1% 2013.

No significant or minor sanitary deficiencies were identified during the on-site inspection or files
review completed as part of this sanitary survey. As allowed by the Interim Enhanced Surface
Water Treatment Rule (IESWTR), Special Primacy Requirements 40 CFR 142.16, the Division
recognizes the Malletts Bay Water System as having Outstanding Performance. Consequently,
the Division is reducing the frequency of the Class [ - comprehensive sanitary survey inspections
from once every 3 years to an interval of up to once every 5 years. The Division retains the
right to conduct Class II sanitary survey inspections, to be scheduled and conducted on an as-

needed basis.

A Class I sanitary survey is a limited on-site survey. This survey may include, but is not limited
to, specific water system component inspections, such as: treatment, storage, pumping facilities
or controls, operations and maintenance procedures inspections, investigatory (complaint-
related) inspections, Class I follow-up inspections, or inspections conducted as a result of a
compliance issue and/or enforcement related action. A Class II survey is not a substitute for a
Class I comprehensive sanitary survey which evaluates all water system components and
operations and maintenance procedures of the Water System.

To preserve, enhance, restore, and conserve Vermont's natural resources, and protect human health, for the benefit of this and
future generations.



Mr. Jim Fay
6/30/2010
Page 2 of 2

I appreciated Jay’s time while conducting the sanitary survey of the Malletts Bay Water System.
If you have any questions or would like to discuss anything in this survey report please contact
me at the address above, 800-823-6500 (in State), (802) 241-3412 (direct line), or email
rob.farley@state.vt.us. The Vermont WSR and any necessary forms are available online at
www.vermontdrinkingwater.org.

Sincerely

Robert G. Farley,
Systems Specialist / Hydrogeologist

C. Jean Nicolai, Chief, Operations and Compliance Section Manager, WSD
Tim Raymond, System Operations Manager, Water Supply Division (letter only)
Julie Hackbarth, Compliance and Certification Supervisor, WSD
WSID File #20333
WSID File #5092
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