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MEMORANDUM

To: Tony Gomillion, County Administrator

From: Roger A. Blaylock, P.E. County Engineer E:{)//

Date: September 14, 2016

Re: Holley Navarre Water System letter

Background:

Santa Rosa County received attached correspondence from Holley Navarre Water System (HNWS) re: incorporation of
Navarre Beach into their Holley Navarre Water System. County engineering staff and Navarre Beach staff met with
HNWS to discuss a potential transfer and future effluent disposal on the peninsula.

Discussion:

The HNWS letter addresses two separate and distinct issues, one is the transfer of water and sewer utility operations
and the other is effluent disposal at the proposed Rapid Rate Infiltration Basins (RIB) on Eglin Property (Santa Rosa
County Regional Reuse Program). Santa Rosa County remains committed to teaming with HNWS and South Santa Rosa
Utilities (SSRU) to develop the Eglin RIB project as a long-term solution for effluent disposal on the peninsula. These two
initiatives should be addressed individually for the following reasons:

e The NBU wastewater treatment facility (WWTF) has been successful in meeting the effluent discharge
requirements at its current effluent disposal location in Santa Rosa Sound for the past 50 years. While the need
to route the NBU effluent to the RiBs is not immediate as indicated above, the County’s ultimate goal is to
remove the NBU discharge from Santa Rosa Sound in anticipation of future regulatory changes and continued
growth in the south end of the county.

e HNWS is currently pursuing other effluent disposal alternatives, so the degree of participation by HNWS in the
RIB project is unknown at this time. The extent of participation by HNWS and related cost sharing in the RIB
project significantly affects the cost burden to NBU, which affects the financial analysis on the transferring of
utilities presented in Table 2 of the HNWS letter.

With respect to the transfer of water and wastewater utilities, the economics of the potential transfer would need to be
advantageous for both HNWS and NBU, and that the County should not subsidize either HNWS or the NBU franchise.
Also, transferring the utilities to HNWS should not negatively affect the reliability and quality of water and wastewater
service or inhibit the growth and development on Navarre Beach. The following are concerns:

e Although not explicitly stated in the letter, the financial analysis appears to assume that if the utilities were
transferred to HNWS, the WWTF would be abandoned in place and the raw sewage would be pumped directly
to the HNWS WWTF. The financial analysis does not appear to include the cost for demolishing and abandoning
the existing WWTF, desighing and constructing the new raw sewage pump station, or modifications to the
collection system to route the flows to the new pump station.
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e The costs assume only one forcemain would be constructed across the sound to convey the raw sewage from
the proposed raw sewage pump station to the HNWS WWTF. The current NBU WWTF and effluent disposal
systems incorporates system reliability through redundancy to ensure continuous wastewater service to Navarre
Beach customers. Recent experiences in the area from the failure of a subaqueous pipe has shown it is very
difficult and time consuming to repair which could put the customers of Navarre Beach out of service for an
extended period. Any projected costs for conveying flow across the sound should also include dual (redundant)
forcemains or some other system reliability measures.

e The current treatment capacity of the NBU WWTF is 1.2 million gallons per day (mgd). In order to allow for
continued and controlled growth of Navarre Beach, HNWS would need to provide reserve treatment and
disposal capacity for this flowrate. The treatment capacity of the HNWS WWTF is 2.99 mgd, which currently
receives an average influent flow of approximately 1.4 mgd. The combined flow of 1.4 mgd and the required
reserve capacity of 1.2 mgd would equate to 2.6 mgd, or approximately 75% of the current capacity. In order to
maintain growth in the HNWS and Navarre Beach service areas, it appears HNWS would need to immediately
expand the treatment capacity of the HNWS WWTF. The financial analysis did not appear to address the
financial impact this would have on HNWS or NBU customers.

e Does HNWS maintain sufficient financial reserves to re-construct NBU infrastructure after a Hurricane Opal, lvan
or Dennis event? It is unclear if HNWS is eligible for FEMA funds for a declared disaster.

e  Will HNWS ensure that the growth and operation of the utilities will be consistent with the County’s growth and
planning goals on Navarre Beach?

e Currently, the NBU staff supplements other County functions on Navarre Beach, such as general supervision,
beach maintenance, beach sweeping, etc. The County would incur additional costs to maintain the County-wide
services on Navarre Beach if the utilities were transferred to HNWS.

e NBU currently has a financial reserve of $2.4 million and a remaining debt of approximately $3 million on an
existing 2006 revenue bond that will be retired in approximately 5 years. The existing WWTF was upgraded in
2006, and no additional upgrades are anticipated at this time except for routine replacement and maintenance
of equipment and infrastructure. At this time only nominal increases in water and sewer rates are anticipated to
account for inflation and the cost of collection system infrastructure to accommodate future growth. The NBU
franchise has historically produced a positive cash flow, which is anticipated to continue into the future.

e NB wastewater treatment plant available sewer capacity is valued at over $15.5 million based on the existing
operating permit, current tap fee cost, and current number of customers/influent flowrate. Value of existing
buildings and infrastructure has not been estimated at this time.

Several private firms have indicated an interest to provide contract operations for any portion or all of the utility services
including billing and collections. Billing and collections and audit services are currently contracted/funded through SRC
Finance. Several municipalities (Crestview, Mary Esther) have contracted the operation and maintenance of their
wastewater treatment plant with a private firm. The remaining utility functions, water distribution, wastewater
collection, billing and collections are performed with city Public Works personnel. NBU operation does not lend itself to
partial contract operations due to its limited customer base and unique method of service delivery. NB
water/wastewater operators are required to perform: meter reading, meter installs, cutoffs and re-connects, repair
water and sewer lines, lift station and water well checks in addition to operating and maintaining the physical treatment
plants and equipment. They also maintain all equipment and grounds of the utility system. NB Utility personne! support
all non-utility activities on the beach. Eliminating wastewater treatment operations or pieces of the operation will not
significantly reduce personnel due to multi-tasking and small number of operators and trainees.



Finding:
Navarre Beach Utilities Service Delivery options:

1. Continue current utility system operations. No significant budget change.

2. Transfer/sell existing utility system and infrastructure to another utility company or private entity. Contract
compliance by County Engineering. Budget impact unclear.

3. Contract all current utility operations with another utility company or private entity. Contract compliance by
County Engineering. Budget impact to be determined after receipt of proposals and contract negotiations.



Contract Operations for Navarre Beach Water & Wastewater Utilities

Advantages

Disadvantages

Contractor can retain existing staff as selected by
Owner, although due to cross training, standard work
processes, support from nearby operations, and other
efficiencies, Contractor can typically perform the same
scope of work with less staff.

The staff will most likely be reduced, and the accrual
of County retirement benefits for the retained staff
will cease. Losing existing staff could result in loss of
detailed knowledge of existing infrastructure and
operations.

Owner maintains complete control and direction of
the utility, including control of utility rates and
ensuring the growth of the utility is consistent with the
growth plan for Navarre Beach. The level of
involvement in the day to day operation is left up to
the Owner. Typically, project manager schedules
weekly or biweekly meetings with Owner. At a
minimum, monthly and annual performance reports
are submitted.

Unless included in the scope of work, the County will
need to provide backup assistance to beach
maintenance operations with other County or contract
resources.

Contractor has a greater depth of in-house resources
to quickly respond to damage caused by natural
disasters and other catastrophic events.

With a reduced staff, the response time to repair and
maintenance issues could be reduced.

Contractor can expand scope of services to include
meter reading, billing, maintenance of beach facilities,
etc. if requested by the Owner.

Unless included in the scope of work, the County
would still need personnel and other resources to
operate the four lift stations in the industrial park and
airport.

Owner has a predictable annual cost over the life of
the contract.

County will still need to maintain presence on Navarre
Beach (lighting, pier, repairs, public relations, etc.)

Contractor is responsible for permit compliance and
monitoring regulatory changes.

County remains responsible party for permit
compliance, may transfer responsibility to contractor
through contract.

Contractor is responsible for maintaining proper
licensing, continuing education, and career growth of
staff.

Contractor is responsible for the preventative
maintenance of assets. Computerized maintenance
management systems and standardized asset
management approaches reduce long-term
equipment costs.

Personnel issues are addressed by Contractor,
although Owner can approve new hires.

Contractor is responsible for health and safety at the
project site.

A contractor can bring worldwide best practices and
lessons learned to a local community.




Acquisition of Navarre Beach Utilities by Holley Navarre Water System (comparison assumes complete
ownership of utility by HNWS and the demolition of the existing WWTF)

Advantages

Disadvantages

County is no longer responsible for meeting
WWTF effluent limits or potable water
regulations.

HNWS plans to abandon existing WWTF and pump raw
sewage across the sound to their WWTF. The current WWTF
and effluent disposal systems incorporate the reliability and
redundancy to ensure continuous wastewater service to the
customers. An additional, parallel pipe, or other means of
redundancy, would need to be installed across the sound at
significant cost to NB customers.

There may be economies of scale with combining
utilities (e.g., billing & accounting) that could
theoretically translate to lower operating costs,
as implied in the March 15, 2016 letter from
HNWS.

The County would no longer retain ownership and ensure
the growth and operation of the utilities will be consistent
with the County’s growth and planning goals on Navarre
Beach.

The County would no longer be responsible for
future upgrades to infrastructure due to capacity
needs, age, or regulatory changes.

The County and beach customers would no longer have
control of the rates or special assessments. At this time,
only nominal increases in water and sewer rates are
anticipated to account for inflation and the cost of
collection system infrastructure to accommodate future
growth. The NBU franchise has historically produced a
positive cash flow, which is anticipated to continue.

Based on the March 15, 2016 letter from HNWS, it does not
appear that HNWS will compensate the County for the
value of the existing infrastructure (WWTF, lift stations,
pipes, wells, storage tanks, etc.) or assume any of the debt
from the existing bond or value of remaining capacity (taps).

The County would no longer have control over the quality of
the water distributed to customers.

HNWS will most likely reduce staff, and the accrual of
County retirement benefits for the retained staff will cease.

The County would no longer have control over the schedule
for rebuilding water and wastewater infrastructure after a
storm event and tropical storm. The County would most
likely rebuild the infrastructure quicker because of the tax
revenues the beach generates.

Unless included in the scope of work, the County would still
need personnel and other resources to operate the four lift
stations in the industrial park and airport.

The County would need to ensure that they have reserve
capacity at the HNWS WWTF, which would require an
immediate upgrade of their WWTF and most likely an
increase in rates to cover the debt service.

The County will need to provide backup assistance to beach
maintenance operations with other County or contract
resources.

























