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At the most recent hearing of the Ohio House Local Government committee, our substitute language was
accepted as the HB 139 working document. At the next hearing, it is expected that further minor tweaks to

the bill will be included.

HB 180 - Prohibit Purchase of Foreign-Made Drones

SB 180, introduced by Senator Terry Johnson, would prohibit a public entity (including a 6119 district) from the
use and purchase of foreign-made drones. Several CORD members have indicated that the use of drone
technology is common for District operations; usually involving leak detections.Members further
communicated that the quality of foreign made drones is far superior, while also being less costly, than
domestically made drones.

For these reasons, CORD leadership decided to oppose SB 180. CORD met with the bill's sponsor to discuss
our concerns with the bill to go “on record” 1o make sure he knew our position. CORD chose not to submit
written opponent testimony but rather take a meeting with the bill sponsor in person, as we felt that was
more effective.

SB 180 is currently pending in the Ohio Senate Transportation committee and has had three hearings, most
recently on October 29, 2025.

Preview of 2026 and the Rest of the 136™ General Assembly

The Ohio General Assembly is expected to be back in action sometime in mid-January to early February.
From there, we can expect regular committee and session schedules until likely sometime in April, where
members will return to their districts to campaign for the primary election to be held on May 5, 2026.After
the primary, they will likely return by the middle to end of May, where they will begin work on the capital
budget, the biennial budget that appropriates funding to build and maintain the literal, physical “capital”
assets of the state such as schools, critical infrastructure, ete. That work will conclude sometime in mid-to-
late June, and that will end legislative activity for the remainder of the summer. It is likely that, after the
capital bill is passed, the GA will not return to the Statehouse until after the November election and the
infamous “lame duck” period of the General Assembly. “Lame duck” refers to the period directly after the
general election, but before the beginning of a new General Assembly.

For many reasons, this is expected to be a very busy lame duck. For more, we peak into the political side of
the equation...

2026 Political Review

As mentioned above, the lame duck sessions are expected to be wildly busy this time around. In 2027, we
will have a new Senate president, a new Governor, a new session of the General Assembly, and many new
members of the General Assembly due to election outcomes or term limits. Leading up to that, however, is a
slightly different story.

While it is expected to be a dramatic general election to be Ohio’s next governor, the primary elections will
have much less fanfare. Vivek Ramaswamy has a clear path to secure the Republican nomination, with no
significant challengers, and Amy Acton has the same for the Democrat primary. After months of speculation
on if former Congressman Tim Ryan would enter the race, Ryan recently made a statement to share that he
has decided against a run. This comes on the heels of former US Senate Sherrod Brown deciding to
challenge US Senator Jon Husted for his old seat, which is expected to be a historically expensive race that
could shift the balance of power in the United States Senate.

Questions and Contact Information

If you or members of your staff have any questions on new or pending legislation, please contact Michael
Guastella at Governmental Policy Group, michaelegpgrhr.com.
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NEW CHANGES TO CONTRACT RETAINAGE
RULES FOR PUBLIC IMPROVEMENT PROJECTS

Michael Guastella ,
Director of Public Affairs, Governmental Policy g
Group, Inc.

michaelegpgrhr.com

Summary

On September 30, 2025, the policy and permanent law changes of House Bill 96 (the state’s most recent
operating budget) took effect. CORD is proud to serve as your eyes and ears at the Statehouse and focus on
combing through every word of the operating budget to ensure that the interests of 4119 districts are
protected.

CORD was the first local government group fo notice a significant change that affects all public
improvement projects of the state - big changes to the contract retainage laws. This document outlines the
final version of those changes.

Retainage Overview and the “As-Introduced” Version

If you are unfamiliar with what retainage is, it is a small portion of a project's overall budget that gets held
back when a project is functional but has not quite reached the legally defined final completion stage - this
is referred to as “substantial completion.”

As part of the as-introduced version of HB 94, these changes would have required public entities, like
Regional Districts, to make a final payment to contractors when the project was only at the substantial
completion stage of the project, not at final completion.

As well, Governor DeWine's proposal sought to adjust the 8% retainage on the first half and instead extend it
to 4% (or less) across the entire project duration, remove the escrow requirement, and require payment of
retained funds plus interest within 30 days of substantial completion (again, rather than at final completion)
of the project. It also clarified that those funds, and any interest accrued, would be the property of the
contractor.

Negotiation, Compromise, and Final Language

CORD identified a significant problem with having “substantial completion” being the final payment metric.
Namely, this undercuts a District’s ability to conduct the final “punch list” of items. CORD did not have an
issue with any of the other proposed changes related to this measure.

We immediately engaged with the other interested parties on this issue and came up with a compromise:
accept the new “timely pay” payment to contractors but retain the public entity’s ability to withhold the
retained funds until final completion of the project.

This is ultimately the language that was included in the bill as enacted. These changes officially took effect
on September 30, 2025. Public entities engaging in improvement contracts will need to update their
administrative processes to comply with the new requirements. The updated statutory language can be
found at this link on Pages 354 - 354. Also, refer to ORC Sections 153.12 and 153.13.
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Ultimately, segmentation creates discipline. Each bucket has its own rules for liquidity and maturity,
reducing the impulse to chase short-term rates and helping ensure that investments remain aligned with
operational cycles and capital plans. It also provides clarity for Oversight Committees by establishing a
shared framework for why funds are allocated the way they are. Over time, this structure transforms cash
flow from a static schedule into a long-term investment map that can strengthen financial resiliency and

improve predictability, without relying on interest rate forecasts or reacting emotionally to shifting headlines.

As with all public-fund strategies under Ohio Revised Code Section 135.14, the guiding principles remain
safety, liquidity, and reasonable return. Cash segmentation simply offers a more organized way to apply
them. By viewing your reserves through the lens of purpose and timing rather than yield alone, your District
can build a steadier, more disciplined investment approach that supports both day-to-day operations and

long-term infrastructure needs.

Kirk Ludwig is a Senior Advisor at SJS Investment Services with over 30 years of industry experience, working
with institutional and Ohio public entity clients to develop fixed income strategies that balance safety,
liquidity, and return. As a member of the SJS Investment Committee, he leads and contributes to their fixed
income strategies and oversight, helping clients align their portfolios with legal guidelines and long-term

objectives.
Important Disclosure Information:

There is no guarantee investment strategies will be successful. Past performance is no guarantee of future

results. Diversification neither assures a profit nor guarantees against a loss in a declining market.
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BUILDING A FRAMEWORK FOR FINANCIAL RESILIENCEY

Written by Joe Crea
Raftelis

The list of challenges that water and sewer systems have had to
navigate over the past decade is long: sanitary and combined sewer
overflows, water resource planning, nutrient removal, pandemic and
supply chain struggles, historic cost inflation, lead replacement, and

PFAS dominate the top spots on the list of things keeping utility

managers awake at night. And all of these issues are in addition to the
fact that infrastructure is often at the end of its useful life and in desperate need of costly renewals and

replacements.

As utilities wrestle 1o fund the growing capital needs, they are also pressed to control overall costs and keep
customer rates low, which has become increasingly more difficult in the face of stagnant or declining water
sales. The inevitable result is a looming water sector infrastructure emergency - assets at or near the end of
their useful lives with under-funded asset management programs, unfunded regulatory mandates, and unaware

citizens that take safe and reliable drinking water for granted.

The list of challenges facing utilities is constantly growing and filled with complex and multi-faceted issues.
Each of these issues can impact financial outcomes on their own, and when stacked upon one another, the
result is even more significant financial implications.

The water sector has a choice:

1. We can continue doing the same things that have been done for decades and hope for the best.
2. We can guess what the future will hold and create a structure that is resilient to these changes.
3. We can develop a framework of financial management and decision-making that provides for adaptation

to an uncertain future.

Clearly, hoping for the best is not a strong planning mechanism. Being resilient is the ability to become strong
or successful again after something bad happens. This is an improvement over just hoping, but it is already
conceding defeat to an inevitable bad event. Alternatively, a utility capable of adaptation can change to
address a new purpose or situation, thus avoiding, or at least minimizing, the consequences of the “new

|ll

normal” of the future.
This article will focus on the need for cash reserves, the effect of conservation on rate structures, and how
understanding credit ratings and overall financial management can create a water utility that is able to adapt

to the “new normal” to achieve sustained, long-term success.
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The intent of an asset management program (AMP) is to provide public water systems (PWSs) with a tool to
better manage, operate, and maintain their water systems so that they can cost-effectively and consistently
meet safe drinking water requirements. Ohio EPA regulations governing asset management can be found in
Ohio Revised Code Section 6109.24 and Ohio Administrative Code Chapter 3745-87.

Managing the Enterprise like a Business

By their nature, Ohio 6119 districts are independent organizations as opposed to being components of a
larger municipal or county government as a dedicated enterprise fund. The common thread to each of these
structures is that the utility is typically intended to function self-sufficiently without support from a general
fund or other revenue source. The essential nature of the work and service provided by water utilities limits
the risk of this independence. Furthermore, to ensure that the most valuable asset to any community
continues to provide safe and reliable service into the future, water utilities need to manage their enterprise

like a business. In doing so, a utility should keep in mind the following:

A successful business has short-, mid-, and long-term plans that evaluate and strategize for many

potential realities.

* A successful business regularly invests in its infrastructure and assets to keep everything in strong working
condition.

e A successful business studies and measures its historical performance so that it is able to make timely
decisions when current performance fails to meet expectations.

e A successful business understands and respects their customers and key stakeholders and makes

decisions that are in their best interest.
Planning to Succeed

The water utility industry is founded on complex engineering and science. The men and women who designed
and built the systems relied on plans that accounted for environmental and physical stresses. In the same
manner, utility managers cannot expect to run a successful and sustainable utility without a comprehensive

financial plan that accounts for the needs, wants, and potential risks of the enterprise.

The key outcome of any financial plan is a projection of revenues that are sufficient to fund expenditures
over a given forecast period. For water utilities, the revenue portion is primarily driven by revenues generated
from user rates and charges and the expenditures are primarily driven by operating and maintenance
expenses and capital expenditures from borrowing or annual outlays. Both of these elements are interwoven

with a level of risk that varies for each utility and even for the same utility over time.

The number of customer accounts and volume of water consumed are the most common bases of generating
revenue from the users of a water system. Account-based charges typically generate a consistent stream of
revenue as the number of accounts is less susceptible to dramatic changes year after year. Charges based
on the quantity of water consumed generate less reliable revenue as customer usage patterns can change
dramatically depending on weather patterns, economic conditions, and behavioral changes. In addition to
these external revenue risks, a utility may also be impacted by internal risks such as the willingness of its

governing body to increase rates.
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Purposeful adaptation requires knowledge and an expectation of potential outcomes, otherwise it is simply
guessing. When presented with a challenging situation, having a comprehensive financial plan allows utility
managers a controlled environment to test the effects of changing variables. If a new regulation would
require a $25 million capital investment, a quick analysis using the computer model could tell the utility
manager the impact to financial metrics, customer bills, and future operating needs. It would also allow a

utility manager to consider alternative financing mechanisms to find the most optimal structure.
Investing for the Future

With system assets that are 50, 75, or even 100 years old, every dollar a utility invests today will provide
benefit into the future. Financing large capital improvements can be a challenge for any utility, especially for
utilities with budget constraints. As difficult and expensive as projects may be, taking a proactive approach
to asset management and system renewal and replacement will always be less expensive than waiting for
asset failure to react. There may also be compliance repercussions from waiting for failure of an asset

before making the investment.

Many ufilities throughout the Country have implemented rates and charges that are specifically designed to
fund necessary capital improvements in the system. These can be regulatory driven, asset management
based or tied to some other initiative; what is important is that a separate and dedicated funding source is
established and the importance of that investment is clearly communicated to system customers and

stakeholders.

If current revenues are insufficient for capital projects, the most common method of funding large projects is
through borrowing. Borrowing comes in many forms, including direct loans, state revolving funds (SRF),
general obligation bonds, and revenue bonds. Ohio has one of the most robust and well-managed SRF

programs in the country that is administered by the Ohio Water Development Authority (OWDA).
Learning from History

Advances in technology over the past 20 years have made the ability to collect, analyze, and learn from
historical performance easier than at any time. Automated meter infrastructure, SCADA, GIS, imaging,
artificial intelligence (Al) and other technologies allow utilities to track source water all the way through end
use. At times it is easy to be overwhelmed with the quantities of information available, but a smart utility

knows what is critical for measuring key performance indicators that drive key results.

Internally, utilities can track and manage operating costs to determine if costs are on budget and if unusual
trends appear for specific costs. Questions that a utility should be able to answer include, but are certainly

not limited to:

e At what rate are operating costs increasing?

What are the key drivers of any increases?
» Are we utilizing the talents of utility staff to limit our spending on contract services?

* Are there external factors that, if we limit our exposure 1o, could reduce our spending?
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Utilities are required to report performance to regulatory agencies, and analysis of this data can help

operations managers understand and optimize the system. Examples include:

e How many millions of gallons of water are treated each day? How much unaccounted for water do we
have?

o What level of contaminant removal is achieved at treatment plants? Do we require additional chemicals
at varying times throughout the year? Can we time our purchases to minimize cost?

e What are our peak hourly, daily, and monthly production rates? Can we use this to optimize storage and

production levels?

Collecting data and doing nothing with it is no better than having no data to begin with. A successful utility
will analyze its data to identify trends and conclusions that will help influence future decision making. They
will also continually monitor their key performance indicators to be able to respond to changing conditions in

real time.

Building Trust with your Largest Stakeholders

Water utilities provide a community’s most valuable resource to its customers. It is imperative that financial
management decisions be made with an awareness that a utility's customers are typically the system's
owners as well. Managing the utility and making decisions that are in the best short- and long-term interest
of its owners will help create an environment where a community trusts and is willing to collaborate with the

utility.

Nothing will capture the attention of customers, governing boards, and elected officials like an unexpected,
large rate increase (and the attention is often not the desired variety). Proactive planning generally provides
for small, manageable rate adjustments that customers and the utility can predict and plan around. Whether
approved in multi-year plans or annually, this is a simple step every utility can take to help promote customer

trust.

Consider a current opportunity many utilities are exploring that also come with substantial risks: adding data
centers to their service area. On one hand, a potential customer that may use one million gallons per day of
water is an exciting proposition for a utility looking to increase revenue to fund improvements. However,
these customers often use water inconsistently and can have extreme peak water demand needs. This can

place equally extreme pressure on treatment and distribution systems, particularly in smaller, rural systems.

A utility that was prepared to evaluate and act on this opportunity would have a number of resources
available to assist its managers. First, the utility would have a robust financial planning model that could
estimate the potential revenue generation from a new data center customer against the potential costs
needed to meet their service requirements. A well-prepared utility would also have a rate model that can
determine if this new large user would recover an equitable share of costs given the impact they place on
the system. Both of these responses require foresight and proactive financial management. Depending on
the information this analysis yields, a utility can come to an agreement with the new customer that protects

the utility’s long-term interests without sacrificing existing customers.
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Thanks to all CORD members and supporters
for making 2025 a year of progress and
challenge! A special ihanksdyou to the CORD

Board Members and staff.
Albert Losue Jason Loree
Director President, Boardman Township
Jefferson Water & ABC Water & Storm Water District

Sewer District Eric Luckage
?ficer

John Albers Chief Legal O
Attorney Northeast Ohio Regional
Albers & Albers Sewer District
Henry Biggert Tom Stalter
Retired Superintendent Engineering Manager
Carrol Water & Sewer Northwestern Water and Sewer
District District
J. Scott Sand, P.E. Kimberly Stiles
Principal District Manager
Sands Decker CPS, LLC Allen Water District

Laura Kunze
President
Mount Air Water District

Larry Long, Director of Membership Development

Catina Taylor, Executive Assistant
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