CHAPTER 7

CONCLUSIONS AND RECOMMENDATIONS

PHASED IMPROVEMENTS

The average age of the District’s water infrastructure is 32 years.  Chapter 6 identified that to maintain the system for a design life of 50 years (average age of 25 years) would require an expense of $488,000 per year.  It would take an annual replacement of just over 4,000 feet of pipe at an average expenditure of $378,000 to maintain the present average age of the North Tahoe Public Utility District system. 

As in the original 1987 Master Water Plan (the 1987 Plan) the magnitude of the recommended improvements, incorporating ongoing replacement in the short term, in addition to the labor to maintain the facilities, is beyond the capability of the present organization to achieve in anything less than a long term phased improvement program.  The direction of the Board of Directors is to defer water system improvements based on the ability of the community to provide funding under the existing rate schedule without resorting to loans.  The recommended schedule of improvements presented in Chapter 6 is modified to defer projects to produce a pay as you go (PAYGO) financial plan.  A second water source for the Carnelian Bay system, the connection of water mains between Snow Creek and Beach Street, and the construction of additional storage in Kings Beach are not included within the first ten years of this plan.  A schedule of capital improvements for the years 1999 through 2008 is as follows:

Project
Year
Footage
Budget



Total


Tahoe Vista Straight-Away
1999
4,330 
 $             691,800 

SCADA System
2000

 $             129,800 

Park & Bend
2000
4,160 
 $             416,200 

Carnelian Tank Refurb.
2001
    
 $               90,200 

National Treatment
2001/02

$          1,007,900

Highway 28-Speedboat West
2003
1,400 
 $             185,700 

Beaver Transmission
2003
2,700 
 $             331,800 

Lake Forest No. 3
2004
4,510
 $             535,300 

Carnelian Bay West
2005
3,170
 $             415,500 

Wolf & Secline
2005
    1,800 
 $             226,500 

Brockway Vista 
2006
      880 
 $             271,300 

Kingswood Estates
2007
    3,400 
 $             631,000 

Carnelian Bay Extn
2008
    2,400 
 $             588,900 

These projects total $5.5 million dollars, or an average of $552,200 per year.  Over this ten year period the District's system will age beyond the recommended life. The average age will increase to over 38 years, meaning lines will be required to remain serviceable over 76 years.  This is a result of spending on facility improvements other than pipelines and deferring pipeline replacements. The largest impact on the average age of the District's underground piping infrastructure is the unique situation of having to provide a new source of water in compliance with the Safe Drinking Water Act (SDWA).  A new intake does not replace aged pipelines but does use financial resources that otherwise would be available for replacement projects.
REVENUE PROGRAM

The water system has traditionally used debt vehicles to pay for capital improvements.  The overall debt remains within the financial community’s guidelines as acceptable, however the District’s governing body has directed implementation of a plan without incurring  debt.  The District has issued Certificates of Participation for the purpose of financing facilities to bring the District into compliance with the Safe Drinking Water Act, Surface Water Treatment Rule.  This plan recommends the District use the proceeds of that COP to finance the National Avenue treatment or disinfection facilities.

This plan recommends that all new facility replacements and improvements be financed on a pay-as-you-go (PAYGO) basis.  Toward this end the Board adopted (July 1999) an increase in the metered water sales and directed that the increased revenues be used for the capital needs of this plan.

A District water department budget projection using COP proceeds for National Avenue source improvements, increased water sales revenue, and PAYGO financing for infrastructure is shown on Table 7-1.  This budget projects operating expenses, operating income, debt payments and the effect on retained earnings.  Rate increases do not appear necessary until the seven or eighth year of the plan and then it is hoped that operating experience and resolution of certain unknown factors will make further rate increases unnecessary.
  The projection assumes a 3% annual rise in expenses due to inflation. 
Reserve levels maintain a respectable level although below established goals between the sixth  and ninth year of the plan.



































It should be noted that the 1987 Master Water Plan recommended and predicted a monthly rate of $40.85 per month for the 1996/97 fiscal year.  Significant savings in overall construction costs resulted from the existence of the plan and coordination with other entities in scheduling and cost sharing.  Additionally, operating costs have remained stable in a major part because of the replacement of high maintenance lines in the distribution system.
There are a number of additional positive factors in analyzing the District’s financial position.  These include the retirement of debt incurred in the acquisition of two water companies and the retirement of General Obligation Bonds.  The funds used to pay these debts should be reinvested in additional capital The District should educate the public on the overall reduction in taxes brought about by the retirement of the GO bonds.

The District has taken positive steps over the previous ten years in adjusting rates to cover operating and non operating costs, which have resulted in a steady and predictable income stream to the water department.  Combined with the capital improvements accomplished as a result of the 1987 Plan, the water enterprise is a sound, financially viable, asset to the community.

Increasing water sales revenue may be predicted based on changing consumer life styles.  The landscape industry is growing with a commensurate rise in water sales.  Although increasing usage will place demands on the District to provide additional source and storage facilities, the rate structure is in place for the users to bear the costs in direct proportion to usage.  

The District should maintain the enterprise fund accounting historically practiced.  The separation of funds for the water enterprise will foster confidence with the public when rate adjustments or future possible bond issues are needed and sought by the District.

RATE DISTRIBUTION

The improvement plans together with the annual operating costs remain difficult to fund directly through rates without high service rates.  

The District  has discussed the establishment of a zonal rate structure.  Historically, District customers, whether they live at lake level or at 7,000 feet elevation, pay the same for water service.  The extra cost of energy and maintenance of additional pumping and storage facilities has been spread among all users on the system.  Further analysis of District costs to serve customers in the upper zones of the water system is necessary.

CONNECTION FEES

The District currently charges a connection fee of $1,900.  New water service customers are also required to pay, on a time and materials basis, the cost of meter installation.  The subject of connection fees was discussed in Chapter 6 within a general discussion of forms of revenue.   Since this report proposes to fund future improvements through the rate structure, it is not equitable to base future connection charges on a pro rata share of costs that will be paid again in the monthly rates.  

This plan recommends that the connection fee for all new residential customers be based on acquisition of an equal share of the existing system assets.  This recommendation remains from the 1987 Plan and resulted in the connection fee being established at $2,355. The impact of raising the fee to current value is an additional $17,000 annually (at 27 connections per year) for capital replacement and improvements as identified in Chapter 5.

In the past $500 of the connection fee was used for water rights issues.  It is anticipated that the water rights issues will not be resolved in the near term. The timely completion of the Truckee River Operating Agreement is in doubt. Once the federal law is in place, the administration of water rights as discussed in Chapter 4 will be subject to protracted administrative and legal negotiations.  The Placer County Water Agency should provide funding for water rights that affect all water purveyors in eastern Placer County.

SUMMARY CONCLUSIONS

In addition to the improvement and revenue recommendations above, the following is a summary of the recommendations made throughout this Master Plan:
1. The Uniform Cost Accounting System of the State of California should be investigated, and adopted if appropriate.  This would lower the overall cost of repairs and replacements by allowing the District to perform a greater dollar value of work with District personnel or outside forces.

2. An earthquake study on the District's storage tanks and water transmission facilities should be performed.  The result of the study would be to analyze the possible effects of an earthquake or major earth movement and develop contingency plans to isolate ruptured system components and maintain essential domestic and municipal safety water service

3. The Kingswood 500 gallon storage tank and booster station should be renovated.  Their location and condition make relocation a more desirable alternative to renovation in situ.  A specific study should be commissioned to address a relocation of these key system components.

4. A detailed study on consolidation of water systems should be commissioned. Such a study would analyze the quantity of water to be moved between systems, each system’s characteristics (including system pressure, transmission main locations, and demand curves), alternate transmission main routing, sizing for use by other water systems, and the administrative and regulatory effects of a larger combined system.

5. The District should continue to investigate alternative metering systems. Existing meters will be left in service until they either fail or become unserviceable.  New meters will be installed within the present annual changeout program and within its budget.  The District's goal is to achieve a non-proprietary meter reading system that can be easily adapted to newer meter reading equipment.  


MISCELLANEOUS RECOMMENDATIONS

A review of the water department in the depth of this plan resulted in a number of miscellaneous recommendations that are not specifically addressed within the supporting chapters.  The following are recommendations arising from preparation of this plan.


1. Chinquapin subdivision is charged a differential rate from other customers.  This charge stems from the need to provide additional storage when the developer failed to complete their overall development plans in which a new storage tank was to be built.  The District was left with inadequate storage to serve the new uses.  The surcharge did not include a sunset provision.  An analysis of the amount received under this surcharge should be performed with the goal of returning these customers to a standard rate when the costs of the additional improvement have been met.

2. The abandoned lake intake station in Carnelian Bay has been physically separated from the water system.  The building and miscellaneous hardware remain in place.  This building is simply a liability and should be removed and the property quit claimed to the original owner.

3. The Brockway Springs pump house has been inactive for a number of years.  There may be opportunities for use of the facility as a back up source or as a repeater station for the new telemetry system.  The District should adopt a policy regarding the future status of this project in light of increasing interest from surrounding property owners on removal of the building.

4. The District's storage tanks have typically remained in service with little on no maintenance.  The normal level of maintenance is to sand blast and recoat steel tanks every 10 to 15 years.  Because the tanks may contain lead based paint the District has delayed what could be very costly maintenance actions.  A separate study on all the District's tanks, including an economic analysis of deferring maintenance against a future replacement should be undertaken.  The cost of maintenance can be included with annual maintenance capital outside the scope of the capital projects included within this study.

The value of this plan as a management tool has been proven by review of the results obtained by action resulting from the 1987 Plan.  The direction of the District toward increased automation in the form of a Supervisory Control and Data Acquisition system and expanded capability of maintenance management software promise to make this plan obsolete in much less than ten years.  Formal or informal updates of the plan should be made.  Experience has shown that the proper way to approach the revision to this plan is though the budgetary process, where the update and be assigned a clear budget and priority.

MWP 
Chap 7 - Page 1
2/8/2000

