Basic Utility
Leadership
Training

The Trammg Station

iation of Utility Districts
©2005



Utility Commissioner’s and
Manager’s Handbook

Southeastern Regional Small Public
Water Systems Technical Assistance Center

Prepared under a subcontract between
Mississippi State University and the
Tennessee Association of Utility Districts
Subcontract number : 190500-301770-31
MSU Account No: 190500-301770
Under USEPA Grant X-82842101-0.



Developed by
John Shadwick, Training Director
Tennessee Association of Utility Districts
P.O. Box 2529
Murfreesboro, Tennessee 37133-2529
VOICE: 615.896.9022
FAX: 615.898.8283
Web: www.taud.org



Table of Contents

NOTICE TO READERS ...ttt Vii
BOArd GOVEIMEANCE.........coiiiiiieiie ettt sttt beenes 1
(O00] 101 00T [0 4T g = 7= ] ot TS PRR 13
BOArd IMEELINGS .....eivveeiieciie ettt e nte e sre e sre e e e e 29
o T 0[] SRR 37
Lo [ £ USRS 43
RAEES e e e b e e nre e 49
Utility Management ReVIEW Board ...........cccoovviieiiieiie e 53
DECISION MAKING ...ttt et e e anee s 67
CT 0T L IST=1 1] o PSS 71






Preface

This work was developed for the benefit of Tennessee’s utility commissioners and managers.
Its is intended to provide essential, basic information for governing and managing utilities. It
could not have been completed without the assistance of the following people.

Contributors
Bobby Scott, Savannah Valley Utility District
Cathie Ingram, Roane Central Utility District
Donnie Leggett, Hardeman-Fayette Utility District
Don Scholes, Branstetter, Kilgore, Stranch and Jennings
Don Stafford, Eastside Utility District
Drexel Heidel, West Knox Utility District
Grey Scott, Gibson County Municipal Water District
Harold Clark, First Utility District of Tipton County
Mike Banks, West Knox Utility District
Ralph McCarter, First Utility District of Knox County
Robert Parker, Parker, Lawrence, Cantrell and Dean, LLC
Ron West, Savannah Valley Utility District
Wayne Watson, First Utility District of Knox County

TAUD Staff
John Hall
Special Projects Manager
TAUD

ohn hadw}ck
ing Director, TAUD



Vi



NOTICE TO READERS

The Commissioners and Managers Checklist is offered to TAUD members for gen-
eral reference use only. This manual is NOT intended for legal use, as TAUD does
not provide legal advice.

This publication is provided for general education purposes for utility districts only.
Utilities operated by cities or other entities are specifically addressed in other sec-
tions of the codified law.

Please note that there are many other laws and regulations that affect utility districts
which are not included in this publication.

Changes to the state laws that are covered in the Commissioners and Managers
Checklist are made with regularity. You should consult the latest edition of the Ten-
nessee Code Annotated for the currently enforceable law. The Code is available in
many public and university libraries.
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Board Responsnbllltles
and Role
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Responsibilities

By statute, all powers for establishing and operating a util- Notes
ity district are vested in the majority of the members of

the board of commissioners. Because its members are es-

sentially unpaid “volunteers”, it is neither prudent nor

possible for them to try and operate the utility. It is neces-

sary that the board delegate most of its powers to a chief

executive officer [7-82-308(b)]. This chief executive offi-

cer then delegates tasks and powers to the utility’s staff.

It is important to note that while the board delegates au-
thority to the chief executive office and holds them re-
sponsible for the results, the board can never delegate its
own responsibility for the operations and well being of the
utility. The same is true for authority and responsibility
passed from the chief executive officer to staff.

Board Repsonsibilities

The overarching principle for utility board members is
that they serve in a fiduciary relationship with current and
future utility customers.

Fiduciary is derived from the the Latin fiducia, meaning
"trust." A fiduciary is a person who has the power and ob-
ligation to act for another under circumstances which re-
quire

o total trust,
e good faith, and
e honesty.

A fiduciary is anyone who undertakes to assist someone
who places complete confidence and trust in that person or
company.

A fiduciary is held to a standard of conduct and trust
above that of a stranger or of a casual business person. He/
she/it must avoid "self-dealing™ or "conflicts of interests"
in which the potential benefit to the fiduciary is in conflict
with what is best for the person who trusts him/her/it. The
beneficiary must be primary, and absolute candor is re-
quired of the fiduciary. *

! law.com Dictionary.

2 ©Copyright 2005. TAUD. All rights reserved.
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Responsibilities

Board Responsibilities and Duties Notes

The board is responsible for the operations and wellbeing
of the utility. It is responsible for everything that does and
does not get done. The board is responsible for the results.

To achieve the desired results the Board focuses on setting
the vision and direction for the utility. To keep itself from
being encumbered with the day to day operations, the
board adopts policies to govern how certain recurring
situations are handled. The Board hires a chief executive
officer to deal with the day to operations (means) of the
utility so that they are free to deal with the results (ends).

The chief responsibility of the board is to govern.

Main Entry: gov-ern

Function: verb

Etymology: Middle English, from Old French governer,
from Latin gubernare to steer, govern, from Greek kyber-
nan

transitive senses

1 a: to exercise continuous sovereign authority over; es-
pecially : to control and direct the making and administra-
tion of policy in b : to rule without sovereign power and
usually without having the authority to determine basic
policy

2 a : to control, direct, or strongly influence the actions
and conduct of b : to exert a determining or guiding influ-
ence in or over <income must govern expenditure> ¢ : to
hold in check :

3: to prevail or have decisive influence:
4: to exercise authority?

! Merriam Webster On-Line Dictionary.

©Copyright 2005. TAUD. All rights reserved.
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Responsibilities

Board Job Products Notes

The most important Board “job products™ are:

o Operating as a “trust” on behalf of existing and future
customers; “fulfill its fiduciary responsibilities; guard
the utility against undue risk, determine priorities,
generally direct organizational activity;”

« Hiring a chief executive officer and establishing an
effective working relationship with them.

o “Explicit governing policies;” and,
o “Assurance of executive performance.”

4 ©Copyright 2005. TAUD. All rights reserved.
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Duties and Responsibilities

The Board Governs Through Policies

To effectively free itself to govern and not manage the
utility, the Board should establish policies that focus on
results, and policies that reasonably limit what the chief
executive officer can and cannot do. These policies free
the Board to focus on its roles and duties, and provide ob-
jective criteria against which to evaluate the utility's
growth and the chief executive officer’s performance.

“Ends” policies and “Executive Limitation Policies,” once
established, provide these benefits*:

1. Saves Board time;
2. Saves staff time;

3. Judgment of performance is objective, not subjective;
and,

4. The Board’s judgments are more credible when made
against pre-established, objective criteria.

To monitor performance, the Board needs to gather infor-
mation. There is a danger here. The Board may need cer-
tain information to function, but information gathering
should not deteriorate into “meddling.” Information the
Board wants can be divided into three categories. These
are identified in the table on the next page.®

Notes

©Copyright 2005. TAUD. All rights reserved.
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Board Governance Principles

Principle 1—The board’s first duty is to the utility district Notes
(its current and future customers).

Principle 2—The board represents its “owners”, exercis-
ing a duty of care for its current and future customers.

Principle 3—The board is responsible for setting the ethi-
cal framework for utility staff, defining and nurturing the
board’s fundamental values.

Principle 4—The board must continuously focus on the
utility’s reason for being (mission, purpose, goals and ob-
jectives).

Principle 5—The board is responsible for setting the util-
ity’s strategic direction, priorities and performance crite-
ria.

Principle 6—Sound governance provides protection for
the utility, the board and its directors against fraud, illegal
practices and poor performance by its own members and
its staff.

Principle 7—The board has a responsibility to identify
risks and ensure that strategies to minimize or mitigate
them are put in place.

Principle 8—The board determines policy parameters for
the utility, rather than implementing them.

Principle 9—The board focuses on continuous improve-
ment for itself and individual commissioners.

Principle 10—The chairperson is the first among equals,
fulfilling the role of servant leader to the board.

6 ©Copyright 2005. TAUD. All rights reserved.
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Board/Chief Executive Officer Relationship

The most important task for the Board is hiring a chief Notes
executive officer and establishing an effective working

relationship with them. A second important task is to rec-

ognize that the Board and chief executive officer have

separate and distinct roles and responsibilities, and that

these roles and responsibilities should always remain

separate and distinct.

For the Board to honor this distinction in board/chief staff
officer function requires discipline. To do so requires the

Board to focus on its responsibility (results) and allow the
chief executive officer to focus on his/her responsibilities
(means).

Board/Executive Officer Relationship
Principles

Principle 1—The Board-General Manager relationship is
a partnership that is approached in the spirit of mutual re-
spect and support for the interdependent but separate
roles.

Principle 2—The General Manager is the Board’s sole
direct employ in whom is vested accountability for the
operational organization.

Principle 3—The Board should direct, not manage, the
General Manager by providing clearly defined outcomes
to be achieved (Ends Policies) and policy parameters
(Delegation Policies, Executive Limitation Policies)
within which the General Manager must remain.

Principle 4—The Board’s delegation to the General Man-
ager must be absolutely clear.

©Copyright 2005. TAUD. All rights reserved.
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Board/Chief Executive Officer Relationship

The Board
Sets the direction and gowerrs the
utility through & policies .

Hires and fires chief executive
officer .

[elegates authority and
resporsibility for oper aions to the
chiaf axacutice officer .

Iz concarned with ' ends" or results.

C hief Exe cutive Officer
Implkments the dredion and
puolicies ofthe board.

Hires and fires staff.

[relegates authoriy and

res pors ibility for oper ations to the
=taff.

Iz concarned with "means" and
"ends” or resuls.

Repork to Board

:

Staff
Implements the direction and
policies of the chief executive
officer..

HiresfMires staff, when in leadership
position .

Carries out authority and
resporsibility for oper ations .

E concarned with "means" and
"ends" or results.

Feports to chief executive officer .

L

Staff
Implements the diedion and
policies ofthe chief executive
officer ..

Hires/fres staff, when n leadership
position.

Carries out autharity and
resporsibility for oper ations .

Iz concarned with "me ans" and
"ends” or resule.

Fepork to chief executive officer .

Staff
Implkments the dredion and
puolicies ofthe subordinate le ader.

Carries out autharity and
resporsibility for oper ations .

Iz concarned with "me ans" and
"ends” or resule.

Repork to subordinate leader.

:

Staff
Implement the direction and
policies of the chief exe cutive
officer ..

Hiresffires staff, when in leadership
position.

C arries out authariy and
responsibilty for operations.

Iz concerned with "mears" and
"ands" or results.

F eports to chief exe aotive officer.

©Copyright 2005. TAUD. All rights reserved.



Commissioners and Managers Handbook

Accountability

The Board

Lttimate responshbilty and accountakbilty for the
operations and wellbeing of the utility district .

Fegongible to the currert and future cugtomers

The Chief Execitive Cfficer

0 T Hespnns:hleianralfgﬁhle for hizher job
R esponsibility CORrRLIaNS
accumuldes upnard

R esponsible faccourtable for the total
cortributions and complisnce ofthe entire team.

Fesponsible to the entire Board.

Staff

R esponsiblefaccountable for hizher job
contributions.

R esponsible faccourtable for their contributions
and compliance to their portion of the job.

Fespongible to the Chief Exeadive Officer .

Taken from Boards That Make a Difference
John Carver, Jozey-Bass Publishers, San
Francizoo, 1990,

©Copyright 2005. TAUD. All rights reserved.
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General Manager Decision-Making Flow Chart

General Manager wants
to carry out a certain
action.

eneral Manager
checlks Limitation
Folicies to seeif
desired action is
prohibited.

zeneral Manager

takes no action until
approval 15 granted by
the Board .

zeneral Manager
takes no action until

approval is granted by
the Board.

eneral Manager
checks strategic plan

and board values to see

if action iswithin these.

zeneral Manager asks
self if the action is
consistent with good
business practices.

zeneral Manager
seeks advice from
the Chair or Board
before acting.

zeneral Manager tales
action without needing
Eoard approval.

10

©Copyright 2005. TAUD. All rights reserved.



Commissioners and Managers Handbook

Performance Monitoring

Performance

Information Measurement Direction

Information for Non-judgmental Looks to future
Decision-making Performance-measuring is inci-
dental to the purpose.

Monitoring Information Judgmental Looks to past
Intentionally measures per-
formance.

Incidental Information Not for monitoring or decision- [ Looks to present at best
making.

No criteria against which to
evaluate.

DANGER—Can develop into
meddling.

©Copyright 2005. TAUD. All rights reserved. 11
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Commissioner
Basics

©Copyright 2005. TAUD. All rights reserved. 13
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Boards and Commissioners

Boards Notes

Utility districts are governed by a Board of Commission-
Ers.

The powers of each district shall be vested in and exer-
cised by a majority of the members of the board of com-
missioners of the district. No individual commissioner has
any power. The minority of board members has no power.

Govern—1. to control the actions or behavior of; 2. to
make and administer public policy for a political unit;
3.exercise sovereign authority in. From the latin guber-
nare—to steer.

Board—An organized body of administrators. A board
governs through its policies and plans.

Political Unit—Under Tennessee law, utility districts are
a form of municipal government or public corporation,
having the power of perpetual succession, but without any
power to levy or collect taxes. Charges for services au-
thorized herein shall not be construed as taxes.

A Board does not manage or engage in the day to opera-
tions of the utility district. The Board sets direction and
policy, the general manager implements the Boards direc-
tion and policies, staff carries out the boards direction and
policy under the direction of the general manager.

Commissioner—A person authorized by a commission to
perform certain duties. Commissioners are persons ap-
pointed to act on behalf of the customers, current and fu-
ture, of the utility district.

Commission—The act of committing or giving authority
to carry out a particular task or duty, or granting certain
powers; an entrusting.

14 ©Copyright 2005. TAUD. All rights reserved.
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Boards and Commissioners

The relationship between the utility customers and com-
missioners is that of a trust. In legal terms, a commis-
sioner is a fiduciary.

Fiduciary is a person (or a utility district board) who has
the power and obligation to act for another (often called
the beneficiary) under circumstances which require total
trust, good faith and honesty. The beneficiaries of the ac-
tions of a board are its customers. Board members are not
to benefit from their decisions.

Commissioners

To be a commissioner, you must meet these qualifications.

o Be aresident of or own real property within the utility
district;

e Be correctly appointed,;
e Take an oath of office.

With one exception, commissioners do not have to be cus-
tomers of the district. Certain water utility districts in
Lawrence county, commissioners must reside in the dis-
trict and be a customer of the district.

Notes

©Copyright 2005. TAUD. All rights reserved.
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Selection or Replacement of Commissioners

Every district should make sure that when a commis- Notes
sioner's term expires, he or she is re-elected or a new com-
missioner is appointed.

No commissioner is a permanent member of a utility
district’s board. Each commissioner must be properly
replaced or reappointed at the end of his or her term.

One method is to keep a note taped to the minute book
listing the names of all current commissioners and the
dates of expiration of the term of each so that the manager
or board secretary can remind the commissioners when it
IS necessary to take action.

If you are uncertain when a commissioner's term expires,
the expiration date is simply four (4) years to the day from
the date that he took his oath of office at the expiration of
the term of his predecessor.

Methods of Replacement of
Commissioners

For utility districts in existence on or before May 6, 2004,
there are usually three (3) ways to replace or re-elect com-
missioners whose terms have expired.

1. By vote of the remaining two (2) commissioners; or,

2. Selection by the respective county mayor from a list of
nominees supplied by the board of Commissioners
(selection by the Probate Judge in Davidson County);
or,

3. Election by the utility district's customers.

You must determine which rule applies to your district
and follow the correct procedure.

16 ©Copyright 2005. TAUD. All rights reserved.
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Uniform Procedure for Appointment by County Mayor—Single County UDs

Submit a list ofthree
nominees to the county
frigh orwithin 60 dans, but
notless than 30 days
prior o expirations of
termn .

The county mayor can:
1. appoint one of the
naminees from the list
2. take no action;

3. rejectthe list.

l ! l

The county mayor The county mayor takes -, | The county mayor can
appoints someone from ho actioh. reject the entire list.
the list
The first name on the list Board submits an entirely
The new camrmissioneris is appointed by law and is new [istof nominees to
swom in and takes office swom in and takes ofice the county mayar

©Copyright 2005. TAUD. All rights reserved. 17
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Uniform Procedure for Appointment by County Mayor—Multi-County UDs

albmit & list of three
narminees to the county
rmayar inwhich the
WACANCY 0CCUrs within 60
days, but not less than 30
days prior to expirations
of termn.

Submit the listof three
nominees to the county (&
mayors of all the counties
inw hich the uility district
is chartered within 60
days, but not less than 30
days priorto expirations
of term.

¥

The nominee receiving

the highest number of

votes is appointed and
S QI

¥

In the event of a tie , the

fied nominee highest on

the listis appointed and
S QI

18
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Selection or Replacement of Commissioners

Multi-County Districts—Vacancies on the Notes
Board
If a commissioner, other than a commissioner at large,

ceases to reside in the county from which the commis-
sioner was elected, that office shall become vacant.

In the districts listed below, any vacancy in the board is to
be filled by the remaining commissioners by electing a
resident of the county from which the commissioner’s
predecessor was appointed or elected.

(1) Any natural gas utility district

(2) All water utility districts having less than 1,000 sub-
scribers

(3) utility districts in the following counties:

e Loudon
e Monroe
e Polk

e Roane

A commissioner-at-large may be elected from any county
in the district.

©Copyright 2005. TAUD. All rights reserved.
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Oath of Office

Upon being duly appointed to serve on the Board of Com- Notes
missioners of a utility district, each newly appointed,

elected, reappointed, or re-elected commissioner shall

make an Oath, both verbally and in writing. An example

for a commissioner's oath of office is given below.

The taking of this oath should be reflected by a written
oath which is:

1. Kept with the utility district meeting minutes;

2. If a district is a multi-county district, the oath must also
be filed with the Tennessee Secretary of State.

20 ©Copyright 2005. TAUD. All rights reserved.
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Oath of Office—Uotility District
Commissioners

STATE OF TENNESSEE, COUNTY OF

Having been duly selected as a member of the Board of
Commissioners of the

(name of utility dis-
trict), and in compliance with Article 10, Section 1 of the
Constitution of the State of Tennessee, and Tennessee
Code Annotated, Section 8-18-107, | do solemnly swear
that I will support the Constitution of Tennessee and of
the United States, and that | will perform with fidelity the
duties of office to which I have been selected and which |
am about to assume.

Commissioner Name (type or print)

Commissioner Signature

Sworn to and subscribed before me this
the day of , 19

Notary Public
My Commission Expires:

Notes

©Copyright 2005. TAUD. All rights reserved.
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Commissioner Compensation

Commissioner or Employees Not to Notes
Receive Special Benefits

Employees or commissioners are prohibited from receiv-
ing any money, goods or services resulting from the in-
stallation of water service or the sale of utility materials.

INMWARNING!!!

e Do NOT pay commissioners without first adopting a
resolution allowing for the members of the Board of
Commissioners to be paid.

e Do NOT provide special favors for commissioners,
such as free services or reduced bills for those ser-
vices.

e Do NOT make or allow a utility employee to do work
on a commissioner’s or anybody else's property or
business on district time or using district equipment.

e Do NOT provide commissioners with the services of
the district at no charge or at a reduced rate.

e Do NOT allow a commissioner any other considera-
tion regarding paying for services that you would not
allow (as a matter of written policy) any other user,
such as late payment for charges without penalty; cut-
off and restoration of service without paying appropri-
ate penalties and fees.

The members of the board shall serve without compensa-
tion for their services, except that by resolution duly
adopted by the board of commissioners, each commis-
sioner may receive per diem payments.

e Limitations on commissioner pay are based on the size
and location of the utility district.

o Commissioners may not receive per diem payments if
they do not attend the meetings.

e The table on the next page shows MAXIMUM pay-
ment. Commissioners may not receive ANY other pay-
ment, such as Christmas bonuses.

22 ©Copyright 2005. TAUD. All rights reserved.
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Commissioner Compensation

Districts serving 500 or fewer users

$50 per meeting -
up to $600 per year

Districts serving more than 500 users

$100 per meeting -
up to $1,200 per year

Districts in Hamilton County - WITH LESS $100 per meeting -
THAN 3,000 METERS up to $1,200 per year

Districts in Hamilton County - WITH MORE $250 per meeting -
THAN 3,000 METERS up to $3,000 per year

Non financially distressed gas utility districts

$500 per meeting -

up to $6,000 per year

Districts in Blount County - WITH LESS $100 per meeting -
THAN 3,000 METERS up to $1,200 per year

Districts in Blount County - WITH MORE $150 per meeting -
THAN 3,000 METERS up to $1,800 per year

Districts in Knox and Davidson Counties $100 per meeting -
WITH LESS THAN 5,000 METERS. up to $1,200 per year

Districts in Knox and Davidson Counties $350 per meeting -
WITH 5,000 METERS OR MORE. up to $4,200 per year

©Copyright 2005. TAUD. All rights reserved.
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Commissioner Compensation

Insurance Notes

In addition to the per diem for meetings, a board can pro-
vide its commissioners any group medical or life insur-
ance coverage as provided to other employees of the dis-
trict;

Payments for such medical or life insurance coverage can-
not exceed the per person cost of the district’s group
medical or life insurance coverage of its employees.

WARNING!
e Do NOT provide any insurance coverage for commis-
sioners which is not provided for other employees of
the district.

e Do NOT provide better insurance coverage for com-
missioners than is provided to other employees of the
district.

e Do NOT pay higher premiums for a commissioner’s
insurance coverage when they have their own policies.

Purchasing Insurance & Other
Professional Services

Utility Districts have considered that sound and prudent
business practices do not require the taking of bids for in-
surance, and until administrative or legal opinion have
been rendered, bidding procedures will not be used for the
acquisition of insurance coverage.

Contracts by local governments including utility districts
for legal services, fiscal agent, financial advisor or advi-
sory services, educational consultant services and similar
services by professional persons or groups are not re-
quired to be competitively bid.

24 ©Copyright 2005. TAUD. All rights reserved.
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Commissioner Compensation

Travel and Out-of-Pocket Expenses Notes
The board of commissioners must . . .

(1) enact a written policy governing travel and out-of-
pocket expenses;

(2) prescribe the forms on which the expenses are re-
ported;

(3) determine which expenses are reimbursable.

The state Division of Municipal Audit has approved a
sample policy (available from TAUD) that you can adopt
and keep on file.

If you choose to adopt your own policy or change the
sample policy in any way, you must submit a copy of it to
the Division of Municipal Audit.

Warning!
Do NOT reimburse commissioners for expenses without
having adopted a policy to allow for it.

Do NOT authorize reimbursement for out-of-pocket and
travel expenses without stating the basis for reimburse-
ment in the district’s travel policy.

Do NOT reimburse a commissioner for expenses unless
the proper forms and records are submitted with the claim.

Do NOT put entertainment and refreshment charges on
your reimbursement requests.

©Copyright 2005. TAUD. All rights reserved.
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OQOuster of Commissioners

Lustomer notifies Utility | Notes
Management R eview
Board of intent to petition
for ousterafa
COMMmISSioner.

Customer completes
petition within 30 days of
notice of intent.

Board verifies that:

- all persons signing the
petition are custamers,
- signatures were
obtained within 90 days
of notice of intent

LRiMty TAanag ement
Feview Board
deliberates in public
meeting

I ]

Board finds againgt [ Board concludes
petitioner- commissioner guilty of

risconduct.

Mo change in Board
camposition.

Board issues order
remaving the
cormmissioner from
office .

Mility Board fills vacancy
in usual manner.

26 ©Copyright 2005. TAUD. All rights reserved.
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Commissioner Liability

Commissioners have complete and absolute immunity
from suit arising from the conduct of the affairs of the
utility unless a commissioner’s conduct is willful, wanton
or grossly negligent. However, commissioners may be
sued in other types of actions applicable to public officials
such as ousters suits, actions to compel to perform their
mandatory duties, and similar actions. Commissioners
may be sued under the federal civil rights acts, but they
enjoy a qualified immunity from these types of suits. This
qualified immunity prevents any person from suing a
commissioner individually so long as the commissioner’s
actions do not violate a clearly established statutory con-
stitutional rule which the commissioner should have
known.

Notes

©Copyright 2005. TAUD. All rights reserved.
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Board Meetings

©Copyright 2005. TAUD. All rights reserved. 29



The Training Station—TAUD

Public Meetings

Public Meetings Notes
All meetings of the board of commissioners of utility dis-

tricts are public meetings and must be conducted in accor-

dance with the Sunshine Law.

A meeting is “. . . the convening of a governing body or a
public body for which a quorum is required in order to
make a decision or deliberate towards a decision on any
matter.”

A governing body is “ . . . the members of any public
body which consists of two or more members, with the
authority to make decisions for or recommendations to a
public body on policy or administration.”

A meeting does not include any on-site inspection of any
project or program.

Informal get-togethers and work sessions by commission-
ers are highly suspect. The business of the utility must be
open to the customers.

Frequency

The board of commissioners must meet at least once each
quarter.

More frequent meetings may be desirable or necessary.

Except for the required quarterly meetings, regularly
scheduled meetings can be cancelled, with adequate no-
tice, if thee is no business to conduct.

30 ©Copyright 2005. TAUD. All rights reserved.
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Meeting Notice

Notice of Regular Meetings

Reasonable (or adequate) notice is interpreted differently,
but the following may be used as a guide:

Normal or routine meetings of the board of commissioners
where nothing extraordinary is planned to take place — 5
days notice, printed or written on bill.

It is not necessary to publish the agenda.

The guiding principal for scheduling board meetings is to
make the accessible to the public, understanding that any
day or hour selected will exclude some of your customers
from attending the meetings.

WARNING!
Placing a meeting notice on the front door of the utility is
not, by itself, adequate public notice of any type of utility
meeting.

Meetings with Controversial Agenda Items

Meetings where the board plans to adopt new rules or
regulations, raise rates, issue debt, or do anything else that
someone might be expected to attack legally should be
advertised in any newspapers distributed throughout the
district’s area. The utility should give a minimum of 5
days notice, published in a newspaper with proof of publi-
cation placed in the files of the utility district. If your util-
ity serves more than one county, notices must be pub-
lished in newspapers that cover the entire service area.

Notes

©Copyright 2005. TAUD. All rights reserved.
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Public Meetings

Notice of Special Meetings Notes

Notice of special meetings must be publicized in the areas
served by the utility. Notices in newspapers are essential.

The utility should give a minimum of 5 days notice, pub-
lished in a newspaper with proof of publication placed in
the files of the utility district.

The agenda should be published, containing only the issue
with which the board will consider.

32 ©Copyright 2005. TAUD. All rights reserved.
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Conducting Meeting

Officers

By statute, utility district boards have two officers, Presi-
dent and Secretary. These officers serve a one-year term
and must be elected at its first meeting and the first meet-
ing of each calendar thereafter.

It is the duty of the board president to maintain order and
insure that the board meeting is conducted properly and
peaceably.

The secretary must keep a record of all proceedings of the
commission which shall be available for inspection as
other public records, and shall be custodian of all official
records of the district.

A Quorum Must Be Present

A quorum is the number (as a majority) of officers or
members of a body that when duly assembled is legally
competent to transact business.

Number of
Commissioners Quorum
3 2
5 3
7 4

Notes

©Copyright 2005. TAUD. All rights reserved.
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Minutes

It is vital that the minutes of the meeting be recorded com- Notes
pletely and accurately. The Board secretary is responsible

for the accuracy and security of the Board’s minutes and

records.

WARNING!
If it’s not in the minutes, it wasn’t done!

Minutes are public records and open to inspection by the
public.

A citizen in Memphis has as much right to view the re-
cords of a Knoxville utility as does a Knoxville resident.
Seek the advice of your attorney before refusing to allow
someone to view utility records.

WARNING!
The minutes are important historical and legal records.
DO NOT allow anyone to remove official utility docu-
ments from the utility office unless they have a court order
to do so. This includes utility employees and commission-
ers.

Contents

Minutes need not record every detail of the meetings and
deliberations. As a minimum, the minutes should contain:

o the board members present;
« all motions, proposals and resolutions;
o the outcome of any votes taken; and,

e A record of individual votes in the event of a roll call
vote.
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Votes

Votes

All votes taken by the commissioners at board meetings
will be by:

« Public Vote;

e Public Ballot; or,

« Public Roll Call.

A public vote means vocally expressed “ayes” and “nays.”

No secret votes, ballots or roll call votes
are allowed!

Improper Actions

Any action taken at a meeting in violation of this part
shall be void and of no effect .. . ..

Notes

©Copyright 2005. TAUD. All rights reserved.
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Notes

36
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Budgets
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Budget Requirements Notes

Budget—An of in-
come and expenses for a specified period.

Requirements — for any utility with debt adopt balanced
annual operating budget which...

 identifies all anticipated district
by source;

 identifies all anticipated
by type of expense;

« shall be based upon
operating results; and,

e and, reasonably anticipated future operations.

e The budget as adopted shall be submitted to the state

of

finance for review.

The state director of local finance shall furnish the utility
district a report on such review, which report shall be pub-
lished once in a newspaper of general circulation in the
county of the principal office of the utility district, and
any other counties which it serves, during the week fol-
lowing its receipt.

38 ©Copyright 2005. TAUD. All rights reserved.
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Recurring Revenues Notes

1.

Include only revenues
in your budget.

Carefully scrutinize revenues
before including them.

©Copyright 2005. TAUD. All rights reserved.

39



The Training Station—TAUD

Expenses Notes
All projected expenses.

1.
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Audits
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Audits

The commissioners of a utility district must have an an- Notes
nual audit of its books and records prepared.

The commissioners of a utility district must have an an-
nual audit of its books and records prepared.

The audit must be prepared by either:
(1) a Certified Public Accountant;

(2) a Public Accountant; or,

(3) the Department of Municipal Audit.

Should a utility district fail or refuse to have an annual
audit prepared, the comptroller is authorized to appoint
someone to perform the audit and to charge the cost of the
audit to the utility district.

A copy of the audit must be filed with:

(1) the county mayor in the county or counties in which
the district is located:;

(2) the Office of the Comptroller. (Failure to file a copy
of the audit with the comptroller's office is a Class C
misdemeanor.)

(3) the utility district files, for inspection by any citizen of
the state.
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Comptroller of the Treasury

The comptroller is authorized to:

Prepare a uniform accounting manual;

Develop rules and regulations to insure that books and
records are kept properly;

Modify the audit requirements for a utility district
whose activities are not sufficient to justify the ex-
pense of a complete audit;

direct the Department of Audit to make an audit or
financial review of the books and records of the dis-
trict.

All utility districts, except gas utility districts and water
utility districts in Polk, Loudon, Monroe, Roane counties,
are to use the uniform accounting manual prepared by the
Comptroller

For all gas utility districts and all utility districts in Polk,
Loudon, Monroe and Roane counties, the comptroller of
the treasury has promulgated necessary rules and regula-
tions to assure that the books and records are kept in ac-
cordance with generally accepted accounting procedures
and that audit standards prescribed by the comptroller of
the treasury are met.

Notes

©Copyright 2005. TAUD. All rights reserved.
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Publishing Financial Information

Notes
Utility district management should instruct its public ac-

countant that he is required to do the following:

(1) Make full audit of the books and prepare an annual
statement of audit for filing with . . .

(a) the district;

(b) any financial institution that might be entitled to it un-
der a bond resolution;

(c) the county mayor; and,
(d) the State Comptroller.

The audit is to be completed in time for publication within
90 days of the end of the fiscal year. The Financial State-
ment is to contain the following information:

(a) the district’s financial condition;

(b) its year’s earnings;

(c) its rates; and,

(d) the method of arriving at those rates.

Internal audits are to be performed in accordance with
standards established by the Comptroller of the Treasury.
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Financially Distressed Utility Districts

Financially distressed utility districts are subject to super- Notes
vision by the Utility Management Review Board. A finan-
cially distressed utility district is one which:

e Has anet loss in three consecutive years; or,
e Has a deficit retained earnings; or
e Isin default on any indebtedness.

Natural gas utility districts and water utility districts in
Polk, Loudon, Monroe, Roane and Rutherford counties
are not subject to supervision by the Utility Management
Review Board.

©Copyright 2005. TAUD. All rights reserved.
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Rates

©Copyright 2005. TAUD. All rights reserved. 49



The Training Station—TAUD

Rates, Fees, Tolls and Charges

A utility district’s board of commissioners is to adopt and Notes
collect reasonable rates, fees, tolls, or charges for the util-

ity’s:

e Services;

o Facilities; and,

¢ Commodities.

A utility district’s board of commissioners is to revise its
rates, fees, tolls and charges from time to time to make
certain the utility is self-supporting. The utility’s rates,
fees, tolls and charges must be at least sufficient to:

o Provide for all operations and maintenance expenses;
o Provide for reserves; and,
o Pay all bonds and interest, including reserves.

These requirements do not apply to gas utility districts, or
utility districts in Polk, Loudon, Monroe or Roane coun-
ties.
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Notes

Protest of Rates, Fees, Tolls and Chrges
ser files rates protest
days after Financial

ent is published.

#5 days of end of this
eriod, board notifies
nts of hearing date.

earing date can be no more

than 60 days after notifying
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Utility
Management
Review Board
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UMRB—Purpose and Composition

The Utility Management Review Board was created to Notes

advise utility district boards of commissioners in the area
of utility management.

The UMRB has authority over all utility districts estab-
lished pursuant to this chapter or by any public or private
act.

For purposes of this part, "utility district" includes agen-
cies, authorities or instrumentalities of government created
by public or private act having the authority to administer
a water or wastewater facility, other than those agencies,
authorities or instrumentalities of government electing
pursuant to 868-221-1006(a) or §68-221-1206(a) to come
under the jurisdiction of the water and wastewater financ-
ing board.
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UMRB—Purpose and Composition

Composition Notes

The Utility Management Review Board is composed of
nine members:

o the Commissioner of the Department of Environment
and Conservation, or his designee;

o the Comptroller of the Treasury, or his designee;
« four experienced utility district managers; and,
o three experienced utility district commissioners.

Appointments

The governor is to consult the Tennessee Association of
Utility Districts concerning qualified candidates for ap-
pointment to the board.

Terms
Members are appointed to four-year terms.

Officers

The board is to elect a chairman from among its members
every two years, and any other officers it deems neces-
sary.

©Copyright 2005. TAUD. All rights reserved.
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UMRB—Relevant Powers

The Utility Management Review Board has the power and Notes
authority to:

Give technical assistance to utility districts on request.

Review utility district board decisions on request by cus-
tomers or the or general public.

When a board of commissioners fails to:
«Adopt rules and regulations required by §7-82-402(b);

«Consider and resolve consumer complaints in accor-
dance with the utility’s rules and regulations; or,

«Establish an alternate mechanism for considering and
resolving complaints.

the Utility Management Review Board can establish an
alternate mechanism for considering and resolving com-
plaints.
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UMRB—Relevant Powers

Receive and render a decision based on these evidences of
actions by a board of commissioners:

«Affadvait evidence;
«Minutes;
eTranscripts;

«Other evidence.

The UMRB can hold an open hearing if deemed neces-
sary.

The UMRB can take all proper or convenient actions nec-
essary to carry out its purposes.

The UMRB can:
«Compel attendance of witnesses;
«Compel production of evidence;
eAdminister oaths;
e Take testimony.

Notes

©Copyright 2005. TAUD. All rights reserved.
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UMRB—Relevant Powers

Conduct a hearing to determine whether a utility district Notes
commissioner should be removed from office and a new
member elected.

Conduct a hearing to determine whether a utility district ,
using a method other than appointment by the county
mayor, should be required to fill vacancies under the uni-
form method prescribed by §7-82-307(a)(4) and (5).

Promulgate rules deemed necessary requiring training for
utility district commissioners.
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UMRB—Financially Distressed Utility Districts

The Comptroller of the Treasury can file copies of audited Notes
financial statements of financially distressed utility dis-
tricts with the Utility Management Review Board.

Financially distressed utility districts are those which:

Fail to charge rates and fees sufficient to provide for
all expenses of operation and maintenance of the sys-
tem or systems, including reserves, and pay when due
all bonds and interest, including reserves; or,

Fail to pay outstanding debt; or,

Has a negative in net assets for a period of three years;
or,

Has a deficit total net assets

The Utility Management Review Board will hold a public
hearing in the district, and may set a rate structure to be
adopted by the utility district which will cause the utility
district to:

«Charge rates and fees sufficient to provide for all ex-
penses of operation and maintenance of the system
or systems, including reserves, and pay when due all
bonds and interest, including reserves;

«Pay outstanding debt;
eHave a positive retained earnings.

©Copyright 2005. TAUD. All rights reserved.
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UMRB—Financially Distressed Utility Districts

The Utility Management Review Board can compel the Notes
utility district, through the appropriate chancery court, to

adopt the rate structure prescribed by the UMRB, or take

other remedial actions the court deems necessary.
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UMRB—Financially Distressed Utility Districts—Consolidation

The Utility Management Review Board can undertake a Notes
study to determine if consolidation with another utility

district, municipal or county water system is the best

means to restore financial stability to a financially dis-

tressed utility district.

If the Utility Management Review Board determines con-
solidation is in the best interest of the distressed utility
district’s customers, it can negotiate, under the supervi-
sion of chancery court to accomplish the consolidation.
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UMRB—Financially Distressed Utility Districts

Notes

The Utility Management Review Board can mitigate any
negative financial impact of consolidation on utility dis-

trict by develop a plan of payments to be made from the

Utility District Revitalization Fund.

These payments can include (in the amount which cannot
be reasonably recovered from the distressed utility’s cus-
tomers or other assets):

eIncreased administrative costs associated with the con-
solidation;

e«Amounts necessary to cure default on indebtedness;

«Amounts necessary to renovate and repair facilities to
the level necessary to serve customers; and,

«Other necessary payments.
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UMRB—Financially Distressed Utility Districts

The Utility Management Review Board can mitigate any
negative financial impact of consolidation on utility dis-

trict by develop a plan of payments to be made from the

Utility District Revitalization Fund.

These payments can include (in the amount which cannot
be reasonably recovered from the distressed utility’s cus-
tomers or other assets):

eIncreased administrative costs associated with the con-
solidation;

e«Amounts necessary to cure default on indebtedness;

«Amounts necessary to renovate and repair facilities to
the level necessary to serve customers; and,

«Other necessary payments.

These payments can be waived if they are determined to
be unduly burdensome and financially detrimental to the
customers of the consolidated utilities.

These payments will be returned to the Utility District Re-
vitalization Fund.

Notes

©Copyright 2005. TAUD. All rights reserved.
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UMRB—Compliance Investigations

The Utility Management Review Board is authorized to Notes
investigate a public water systems of utility districts:

to determine the financial, technical and managerial ca-
pacity of the system to comply with state and federal acts;
and, to require appropriate actions to correct deficiencies.

These actions include, but are not limited to changes in:
«Ownership;
Management;
«Accounting;
eRates;
«Maintenance;
«Consolidation;
eAlternative water supply; or
e0Other procedures.
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UMRB—Compliance Investigations

The utility management review board also may approve or Notes
disapprove such corrections as a condition for any public

water system of a utility district to receive financial assis-

tance from the Tennessee Local Development Authority

under 868-221-1206(a)(3).

©Copyright 2005. TAUD. All rights reserved.
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Decision-Making
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o ] Notes
Decision Making Process

1. Define the problem.

The decision-making process begins by clearly identifying
the problem

Barriers to defining the problem.

1.

Solving the problem requires attacking the problem, not
an alternate problem or symptom.

2. Information gathering ...

1.

3. Assess Information ...
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2. Notes

4. Decision Making ...

1.

5. Take Action ...
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6. Review ... Notes
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Goal Setting
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Goal Setting Errors Notes

1. Stating goals in the

2. Lack of in stating
goals.

3. Failure to set
when dealing with multiple goals.

4. Failure to down
goals.

5. Setting operational goals to

6. Setting
goals instead of performance goals.

7. Setting outcome goals based on rewards of achieving
something.

Goal Setting

1. Set goals.

2. Set goals.

3. Don’t set goals too

4. Don’t set goals too

5. Take
into account.

6. the goals you have set.

7. your goals as needed.
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Thinking Your Goals Through

Ask your self these questions to help focus on the sub-
goals needed to achieve the main goal.

e What are needed to achieve
this goal?
e What and

knowledge are needed?

e What : '
or IS needed?

e What are the needed ?

e What are the that

can block progress?

e  What am |
making?

e Istherea way of doing
things?

Notes
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