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STAFF REPORT 

 
TO: TMWA Board of Directors 
FROM: Mark Foree, General Manager 
 Jeff Tissier, Chief Financial Officer 
DATE: October 10, 2012 
SUBJECT: Update, discussion and possible direction to staff regarding the merger of 

Washoe County Department of Water Resources (DWR) water utility into 
TMWA and Washoe County’s feasibility review of merging or segregating 
the South Truckee Meadows General Improvement District (STMGID) 
system prior to the TMWA/DWR merger 

 
 
RECOMMENDATION 
 
Staff recommends that the Board accept the report on the status of i) the merger/integration 
project between the Truckee Meadows Water Authority (TMWA) and the Washoe County 
Department of Water Resources Water Division (DWR) and ii) Washoe County’s feasibility 
review of merging or segregating the South Truckee Meadows General Improvement District 
(STMGID) system prior to the TMWA/DWR merger, and provide any direction to staff, which 
could include: 
 

• Urge the County to make a final decision on the merger or separation of the existing 
STMGID system by mid-November so the TMWA/DWR merger may proceed, and 
provide direction on possible rate accommodations if there is a DWR/STMGID merger. 
 

• Temporarily suspend merger activities until clarity is established with respect to the 
STMGID matter. 

 
• Any other direction from the TMWA Board. 

 
 
DISCUSSION 
 
 
Overview of the due diligence process 
 
As of October 10, 2012, TMWA and DWR have essentially completed all due diligence analyses 
and are now at a critical juncture with respect to the merger. The last major due diligence task to 
complete is to harmonize DWR’s Water Rates and Rules of Service ordinance with TMWA 
Rules of Service to the maximum extent possible in order to achieve a smooth transition upon 
merger. This element of the due diligence is virtually complete and will require a few meetings 
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between both water agencies to finalize, with presentation of the proposed water ordinance 
revisions to the Board of County Commissioners sometime in the near future. 
 
After completing Rules of Service efforts and subject to Board direction to proceed with merger, 
the next steps are to proceed with merger implementation which will require significant 
resources to complete on the part of both water agencies. The expected timeline to merge is 
anticipated to be at least 7-9 months to completion. The major merger implementation tasks 
include: 
 

• Initiate labor negotiations between International Brotherhood of Electrical Workers 
(IBEW) Local 1245 and the Washoe County Employees Association (WCEA), which 
involves labor and management. (approximately 6-8 months) 

 
• Transferring Supervisory Control and Data Acquisition (SCADA) polling signals from 

DWR water facilities into the TMWA SCADA system. (6-8 months) 
 

• Transfer of customer billing information from the DWR billing system to TMWA’s 
Customer Information System provider Vertex. (7-8 months)                                                                              

 
• Defease DWR publically issued water debt to be assumable by TMWA, preparation of 

Offering Memorandum, rating agency presentation, bond sale road show, and execution 
of sale. (6 months) 

 
• Proceed with working with State of Nevada Treasurer’s office to transfer DWR Drinking 

Water State Revolving Fund (DWSRF) loan to TMWA. (6 months) 
 

• Remove water pledge from DWR sewer bonds and loans. (5-6 months) 
 

• Remove water pledge from DWR storm water private placement. (5-6 months) 
 

• Complete Schedules to the Addendum to the Interlocal Agreement (ILA). (4-6 months) 
 

• Complete Merger Agreement. (4-6 months) 
 

• Refresh 2013-2017 Five Year Financial Forecast for Combined Water Agency. (1-2 
months) 

 
• Disposition of the Verdi Joint Service Area. (6 months) 

 
• Right of Way Toll issues for DWR customers located in the City of Reno and the City of 

Sparks. (unknown) 
 

• Customer communications, workshops and education. (7 months) 
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• Obtain approval of JP Morgan Bank  N.A. and Wells Fargo Bank N.A (the Liquidity 
Providers to the Commercial Paper Program) as required in Liquidity Facility 
Agreements’ covenants (1-2 months) 

 
The aforementioned items highlight the most important elements remaining to effect the merger 
between the two water agencies.  
 
Status of Additional TMWA Board Conditions to Merger 
 
As a result of the due diligence process, three conditions were identified by the TMWA Board 
which must be resolved in order for the merger to proceed: 1) Certain agreements could not be 
assumed by TMWA and must be retained by Washoe County; 2) creation of the Washoe County 
Bond Bank to provide for a potentially more cost effective defeasance of DWR publically issued 
water debt; and 3) resolution of issues created by the interdependence of the South Truckee 
Meadows General Improvement District (STMGID) system in a manner that would not impede 
or negatively impact the merger of DWR water operations with TMWA.  
 
The first two conditions appear to have been resolved, as Washoe County has stated it will retain 
those agreements and Washoe County created the Washoe County Bond Bank in 2011. TMWA 
anticipates the final Merger Agreement will include specific terms to implement these items.  
The last of these three remaining conditions is the disposition of STMGID, and TMWA 
understands Washoe County is in the process of evaluating the feasibility of merging the 
STMGID water system into the DWR, or separating the existing STMGID system as an 
independent water utility, prior to the merger of DWR into TMWA.    As requested by 
Commissioner Jung at the September TMWA Board meeting, an update on the status of Washoe 
County’s resolution of the STMGID issue is set forth below.   
 

Status Update on STMGID Resolution 
 

STMGID is a general improvement district created by Washoe County in 1981 for the 
basic purposes of furnishing storm drainage, sanitary sewer and water facilities.  Washoe County 
Ordinance 519.  STMGID currently serves approximately 3,700 customers in the south Truckee 
Meadows.  The Washoe County Board of County Commissioners (“County Commission”) 
serves as the STMGID Board of Trustees, and a Local Managing Board (“LMB”) comprised of 
five residents in the STMGID area acts as an advisory board to the County Commission/Board of 
Trustees.   
 

Washoe County provides administrative, technical and operational support to the 
STMGID system.  Based on reports from DWR, the County spends approximately $400,000 per 
year on administrative support for STMGID, and has been under-recovering costs for operating 
and maintenance services provided to STMGID by between $400,000 and $900,000 per year.  In 
2011, Washoe County began exploring the financial feasibility of continuing to provide such 
services for the STMGID system, as well as the operational feasibility of maintaining STMGID 
as an independent water utility should the merger with TMWA and DWR proceed.  In November 
2011, DWR advised the LMB that STMGID was so interdependent and inter-related with the 
DWR system, millions of dollars in infrastructure would need to be invested to separate the 
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existing STMGID system as an independent water utility.  DWR concluded that the 
interdependence of the STMGID system made it “virtually impossible for the County to 
consolidate itself into TMWA without including STMGID in that consolidation.”    
 

Based on the cost of administrative support for STMGID, combined with other economic, 
engineering and water resource management analyses, DWR concluded the County Commission 
should dissolve STMGID and merge the STMGID system and customers into DWR.  County 
staff recommended that STMGID dissolve and merge into DWR regardless of whether the 
TMWA merger proceeded, as the County recognized that maintaining STMGID as “a separate 
entity has relatively little to do with ensuring STMGID customers receive high quality, reliable 
water service”, and that DWR “can readily, and for a substantially lower transaction cost” 
provide water service to STMGID customers.  County staff recognized that a DWR/STMGID 
merger would not negatively impede a TMWA/DWR merger, and in fact, was a critical 
condition necessary to facilitate the DWR merger with TMWA.   
 

To provide some assurance to STMGID customers, DWR initially proposed a guaranteed 
“life estate” water rate for STMGID customers after the DWR/STMGID merger.  In essence, 
DWR offered to exclude debt costs from STMGID customer rates, effectively freezing STMGID 
customer rates at their current STMGID levels instead of converting them to DWR customer 
rates and increasing them by a nominal CPI amount each year.  DWR proposed that this “life 
estate rate” would apply for some term of years (10-15 years) or until there was a change in the 
customer of record (e.g., a sale of a home or change of tenancy).   DWR proposed to STMGID 
that the County would require TMWA to honor this “life estate rate” commitment following the 
TMWA/DWR merger.  In May 2012, DWR offered a modified proposal (the “Rate Offset” 
proposal) under which the County would use STMGID’s unrestricted cash to fund a rate offset 
account, effectively allowing a ten year phase in to bring STMGID customer rates in line with 
DWR customer rates.  The proposed terms of the merger and rate offset proposal were set forth 
in a Proposed Term Sheet for the merger dated March 2012.     
 

The LMB hired legal counsel and began to solicit public input on the proposed 
DWR/STMGID merger.  The LMB held a public meeting on May 3, 2012, at which time the 
STMGID customers in attendance expressed opposition to the merger and support for 
segregating STMGID as an independent water utility.  While recognizing the separation option 
was expensive, on June 7, 2012, the LMB voted unanimously to not recommend a 
DWR/STMGID merger to the County Commission/Board of Trustees and to engage consultants 
to develop a plan to establish STMGID as an independent water utility.   
 

On August 14, 2012, the County Commission/Board of Trustees authorized $450,000 for 
STMGID to prepare a feasibility plan analyzing the costs and actions necessary to establish the 
existing STMGID system as an independent water utility.  The scope of work included analyzing 
the existing STMGID system and interdependencies of DWR supply, storage and transmission 
facilities, and developing a plan and cost estimate for infrastructure improvements required to 
make the existing STMGID system an independent water utility.  STMGID was asked to report 
the final findings of the Feasibility Study to the County Commission/Board of Trustees by 
November 13, 2012. 
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On September 11, 2012, preliminary findings on the feasibility study were presented to 
the County Commission/Board of Trustees.  The Feasibility Study estimated it would cost $14.8 
million to construct necessary infrastructure improvements to segregate the existing STMGID 
system into an independent water utility.  The consultant concluded that these costs consisted of 
$4.5 million to segregate the existing STMGID service areas from DWR and $10.3 million to 
separate the DWR service areas from STMGID.  Assuming STMGID was able to bond for the 
cost of these improvements, the consultant concluded segregating the system would result in a 
rate increase of 82-90% for STMGID customers.   
 

On September 25, 2012, the STMGID consultant provided an update on the Feasibility 
Study and alternatives analyzed in connection with the STMGID separation or merger.  The 
consultant concluded that $1,972,670 currently held by STMGID as a restricted asset could be 
available to fund a portion of the $10.3 million cost to separate the DWR service areas.  Thus, 
while the overall cost of separation remained $14.8 million, based on the updated analysis $13.3 
million of new funding would be required if the restricted STMGID assets were used.   The 
consultant also concluded that up to $3.4 million of infrastructure costs could possibly be 
avoided through a combination of emergency interties, de-annexation of some STMGID service 
areas, and entering a wholesale agreement with DWR; however, such alternatives had possible 
ripple effects that were still being evaluated.  A copy of the Washoe County staff report from the 
September 25, 2012 County Commission/Board of Trustees meeting is attached. 

 
 STMGID’s consultant indicated that the final Feasibility Study will be released on 

October 18, 2012.  STMGID has scheduled open house meetings with STMGID customers on 
October 23rd and 25th, and mailers will be sent to STMGID customers to solicit their feedback on 
the final Feasibility Study.  

 
The STMGID consultant presented his preliminary conclusions on the Feasibility Study 

to the County Commission/Board of Trustees on September 25, 2012.  Questions were raised by 
some County Commissioners as to what, if any, affect the merger or separation of the existing 
STMGID system would have on the TMWA/DWR merger.  While the decision on STMGID is 
the County’s decision to make, it was suggested that additional input should be sought from 
TMWA, which TMWA understands includes the following: 

 
1. Whether the TMWA/DWR merger will be impacted should the County decide to 

merge STMGID into DWR, or separate the existing STMGID system as a stand-alone 
water utility;  

2. Whether TMWA would be amenable to sell wholesale water to STMGID post 
TMWA/DWR merger if the County elected to separate the existing STMGID system; 
and  

3. Whether TMWA would be amenable to perpetuating the proposed “life estate rate” or 
proposed “rate offset” after the TMWA/DWR merger if the County elected to merge 
STMGID into DWR.   
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Discussion and Recommendation 
 

TMWA staff agrees that the status quo is no longer an option, and that STMGID must 
either be merged into DWR or segregated as independent water utility prior to the TMWA/DWR 
merger.  At this time, the preliminary conclusions on options being evaluated are summarized 
below: 
 
Alternative County/STMGID  

Infrastructure Cost 
STMGID 
Rate Increase 

Merge STMGID into DWR $0 0%  

Separate STMGID as 
independent water utility 

$14,828,585 
($1,972,260 available from STMGID 
restricted assets) 

82-90% 

 
The decision on whether to merge or separate STMGID is one for the County, not TMWA, to 
make.   
 

Looking strictly at the terms and conditions of the TMWA/DWR merger transaction, 
TMWA staff is neutral on whether the County decides to merge STMGID or segregate the 
existing STMGID as a stand-alone water utility.  If the County decides to merge STMGID into 
DWR, the STMGID system will be included in the assets merged with TMWA and TMWA can 
provide water service to the integrated system following merger with DWR.  If the County 
decides to pay to separate the existing STMGID system, it can do so and TMWA can provide 
wholesale water service if required to the separated STMGID system following the 
TMWA/DWR merger.  TMWA staff takes no position on the cost, efficacy or feasibility of 
segregating the STMGID and DWR systems, but believes the TMWA/DWR merger can proceed 
either way; provided, however, none of the DWR treasury funds are used to finance the 
STMGID separation, that STMGID is not financially subsidized by the TMWA/DWR 
utility, and that such separation does not have any adverse fiscal effect on DWR assets or 
assumed liabilities being transferred to TMWA.  The preservation and transfer of the entire 
DWR treasury and all existing DWR customers is a critical condition precedent to the financial 
feasibility of the TMWA/DWR merger.  Any use of DWR funds to finance the segregation of 
STMGID as an independent water utility would materially impact the financial feasibility and 
likely impair the TMWA/DWR merger from going forward. 
 

TMWA staff notes that either the merger or separation of the existing STMGID system 
must occur prior to the TMWA/DWR merger, and that continuation of the status quo would be a 
significant impediment to and materially impact the legal and financial feasibility of the 
TMWA/DWR merger.  Staff also notes that from a regional water management perspective, 
merging DWR and STMGID furthers the legislative intent of the Western Regional Water 
Commission Act by facilitating more effective and efficient management of existing water 
resources and water supplies, protecting watersheds and ground water supplies on the Mt. Rose 
fan, and integrating regional water resources and water supply management.  Although the 
segregation of the existing STMGID system was studied from an infrastructure standpoint, 
TMWA is unaware of any efforts to evaluate the segregation of STMGID from a water resource 
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management or water quality perspective and implications under the Western Regional Water 
Commission Act.  But looking strictly at the terms of the TMWA/DWR merger, TMWA staff is 
neutral on whether STMGID is merged or separated, provided whatever decision the County 
makes does not have any adverse fiscal impact on DWR and the assets being transferred to 
TMWA.   

 
At the October 9, 2012 joint meeting of the Board of County Commissioners and 

STMGID Board of Trustees, members of the Board raised questions as to whether TMWA will 
absolutely require the merger of STMGID into DWR as a condition of the TMWA/DWR merger 
or whether TMWA would be willing to provide wholesale water service to STMGID if the 
existing STMGID system were separated, indicating that answers to these questions may help 
them in their decision making process.  The County has scheduled a joint meeting of the Board 
of County Commissioners/STMGID Board of Trustees for October 23, 2012 to continue 
discussions on this matter. 

 
As stated above, TMWA staff believes the TMWA/DWR merger can proceed if 

STMGID is merged or the existing STMGID system is separated so long as the implementation 
of such decision does not have any adverse fiscal impact on the assets or assumed liabilities 
being transferred to TMWA.  With respect to whether TMWA would provide wholesale water 
service to STMGID after the TMWA/DWR merger, TMWA would treat STMGID like any other 
applicant for wholesale water service and could provide wholesale water service upon 
STMGID’s satisfaction of applicable provisions in TMWA rules, including completion of any 
necessary infrastructure improvements and execution of a wholesale water service agreement 
with TMWA.  At this time, TMWA does not have sufficient information to determine what 
specific terms and conditions of service would apply should such an application be made, but 
agrees such process would be available to STMGID. 

 
Finally, with respect to the inquiry on the “life estate” rate or “rate offset” proposed for 

STMGID customers, whether TMWA would be willing to perpetuate a life estate rate or rate 
offset for STMGID customers to facilitate the transfer of the STMGID system is a policy 
question for the TMWA Board.  TMWA staff notes that given the relatively small size of the 
STMGID system (3,700 service connections as compared to 112,000 service connections in a 
TMWA/DWR merged system), perpetuating a “life estate” rate or “rate offset” as proposed by 
DWR would not have a material fiscal effect and could be implemented without adversely 
impacting existing TMWA customer rates.  If the Board is amenable to perpetuating such rates, 
TMWA staff could support the implementation of a rate accommodation that excludes debt for 
STMGID customers post TMWA/DWR merger and believes such direction may help facilitate 
the County’s resolution of the STMGID issues.   
 
  The timeline for the TMWA/DWR merger is driven by market conditions to defease the 
DWR bonds.  As such, the conditions for implementing the TMWA/DWR merger are very time 
sensitive, and we have reached a critical juncture where TMWA and DWR need to begin final 
steps to implement the TMWA/DWR merger in order to take advantage of those market 
conditions.  This cannot happen until the County makes a final decision on whether to merge or 
separate the STMGID system, and any further delay in making that final decision will affect 
TMWA/DWR merger.  TMWA staff believes the TMWA/DWR merger can proceed either if 
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STMGID is merged into DWR or if the existing STMGID system is separated as a stand-alone 
utility, so long as no DWR funds are used for such separation and it does not adversely impact 
the assets and assumed liabilities being transferred to TMWA, and would recommend the 
TMWA Board urge the County to make a final decision on those two options by mid-November 
so the TMWA/DWR merger may proceed, and provide direction to staff on possible rate 
accommodations if there is a DWR/STMGID merger. 
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SOUTH TRUCKEE MEADOWS GENERAL IMPROVEMENT DISTRICT 

Local Managing Board 
 
LOCAL MANAGING BOARD 

Steve Cohen, Chair 
E. Sue Saunders, Vice-chair  
Ellen Allman, Secretary 
Gerald Schumacher 
Gary Tavernetti 

MINUTES 

Thursday ~ May 10, 2012 ~ 6:00 p.m. 
Washoe County  

Department of Water Resources 
Community Room 

4930 Energy Way, Reno, Nevada 
 

BOARD OF TRUSTEES 

Robert Larkin, Chair 
Bonnie Weber, Vice-chair 
John Breternitz 
David Humke 
Kitty Jung 

 
1. DETERMINATION OF QUORUM (non-action) 
 
Chair Cohen called the meeting to order at 6:05 p.m.  A quorum was established: 
  
MEMBERS PRESENT:   Steve Cohen, E. Sue Saunders, Jerry Schumacher and Gary 

Tavernetti.  Ellen Allman joined the meeting via teleconference.   
MEMBERS ABSENT: None. 
ALSO PRESENT:  Barry Bouchard – Nevada Trends; Rew Goodenow - Parsons, 

Behle and Latimer; Rosemary Menard – Director, Department of 
Water Resources; Peter Simeoni – Deputy District Attorney; and 
Dwayne Smith - Acting Senior Licensed Engineer. 

 
2. APPROVE AGENDA FOR THE LMB (Local Managing Board) MEETING OF MAY 10, 

2012 (For possible action) 
 
It was moved by Member Saunders, seconded by Member Schumacher, to approve the 
May 10, 2012, agenda, as written.  The motion carried unanimously.  
 
3. APPROVE MINUTES FOR THE LMB (Local Managing Board) MEETING OF MARCH 

8, 2012 (For possible action) 
 
It was moved by Member Saunders, seconded by Member Schumacher, to approve the 
March 8, 2012, minutes, as submitted.  The motion carried unanimously.   
 
4. PUBLIC COMMENT (non-action) 
 
Responding to Chair Cohen’s inquiry about accepting public comment under a non-action item, 
Deputy District Attorney, Peter Simeoni, stated that Chair Cohen had the discretion to open 
any non-action item to public comment.   
 
5. PRESENTATION AND DISCUSSION OF THE DRAFT SUMMARY REPORT 

PREPARED BY GOOD STANDING OUTREACH, INC. FOR THE MAY 3, 2012 
PUBLIC MEETING HELD TO INFORM THE PUBLIC ON ISSUES RELATED TO THE 
PROPOSED MERGER OF STMGID (South Truckee Meadows General 
Improvement District) WITH THE WASHOE COUNTY DEPARTMENT OF WATER 
RESOURCES  (non-action)  
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Jerri Conrad - Good Standing Outreach, provided an overview of a draft report of the Thursday 
night meeting (in reference to the May 3rd, 2012 STMGID Public Meeting) (copy on file) noting 
that +256 individuals attended the meeting to receive presentations by staff, introductions by 
Chairman Steve Cohen, and ask clarifying questions.  There was about 30 minutes of public 
comments regarding the current proposal to merge the STMGID with Washoe County 
Department of Water Resources.  The report also reflects a composite of comments received 
by email and written correspondence as well as telephonically.  The concerns are grouped 
thematically such as TMWA’s (Truckee Meadows Water Authority), financial stability and how 
the merger would be effected should it move forward.  Responding to Chair Cohen’s inquiry 
about whether any comments in support of the merger had been made, Ms. Conrad stated that 
there had not been any comments in support of the merger.  Ms. Conrad also noted that 
additional comments had been received today (May 10, 2012). 
 
Dwayne Smith - Acting Senior Licensed Engineer, commented that Ms. Conrad would most 
likely receive additional comments that will be incorporated.  The intent is to bring the matter to 
the BOT (Board of Trustees) on June 26, 2012.  Mr. Smith asked that the board apprise him of 
any format or other changes they would like so that the changes could be incorporated into the 
final report.   
 
Responding to Member Schumacher’s inquiry about consensus of opinion, Ms. Conrad 
explained that the intent was not to see any consensus of opinion but rather to share 
comments and seek clarifications of information  on the purpose of a merger of DWR 
(Department of Water Resources) with STMGID (South Truckee Meadows General 
Improvement District) and how that would ultimately occur.   
 
Chair Cohen opened the meeting to public comment and asked that speakers state their name 
for the record and sign the speaker sheet provided.   
 
Ted Short recalled his involvement with STMGID since its inception and expressed his 
appreciation to the LMB (Local Managing Board) for their service.  Mr. Short recalled that the 
original water system was purchased by someone who invested no money in the system or its 
maintenance.  Of particular concern at the (Homeowners Association) was the level of arsenic 
in the water and that a member of the HOA (Homeowners Association) had lodged protests 
with the PUC (Public Utilities Commission).  Ultimately an attorney was hired to represent the 
homeowners to form what became STMGID (South Truckee Meadows General Improvement 
District). At that time these resident had the highest property tax rate in Washoe County.  The 
funds derived from the tax were used to make improvements to the water system that provided 
adequate water residents and fire protection.  Mr. Short pointed out that no County funds had 
been used.  Of particular concern is whether STMGID’s liquid assets would be used to offset 
Washoe County and/or TMWA debt.  Mr. Short noted that STMGID had been developed as a 
first class water system and that he is concerned that those affected by the proposed merger 
would be responsible for system improvement in the form of much higher rates should the 
system be merged with DWR and ultimately TMWA.   

10-17-12 BOARD Agenda Item 11 Attachment B



South Truckee Meadows General Improvement District Local Managing Board  
Minutes 
May 10, 2012 
Page 3 of 12 
 
 
Chair Cohen stated that he was not enforcing the three (3) minute time limit for this particular 
agenda item.   
 
Marc Lipkowitz recalled that TMWA had purchased the water system from SPPCo (Sierra 
Pacific Power Company) and that he believes there should be a monetary exchange with 
TMWA assuming DWR and STMGID.  Mr. Lipkowitz pointed out that there are qualified 
individuals able to take over the functions of billing, engineering and maintenance that could be 
engaged to form a stand-alone company.  Mr. Lipkowitz believes that there should be 
negotiation about STMGID’s liquid assets and that he does not believe that the full story has 
been told.  Mr. Lipkowitz noted that STMGID is a well-managed water system and should 
remain independent.  Efforts to contact TMWA board members has been unsuccessful and 
asked who he could contact to obtain answers to his concerns.   
 
Bob Acheson commented that as a long-term resident he has served on the LMB in the past.  
Mr. Acheson explained that, in his opinion, when something is given to government the public 
will come up short.  Mr. Acheson noted that STMGID pays Washoe County to provide services 
such as billing, engineering and system maintenance and that he believes TMWA could 
provide those same services even after the merger.   
 
Charles Merkel commented that while he had not had an opportunity to fully review the matter 
it is his belief that STMGID is perhaps the best water system in the State of Nevada.  Of 
significant concern is that it appears that an outside agency views STMGID as a “fat wallet” as 
it will require little to no maintenance for the next 20-years.  Mr. Merkel believes there are other 
companies that could assume the functions currently provided by Washoe County.   
 
Bill Maggiora commented that STMGID is a wonderful system and noted his concerns that a 
paid for asset is being merged with a worn-out system that has amassed a huge amount of 
debt.  Rather than a slight rate reduction as compensation he believes that the credit balance 
should be refunded to existing STMGID users in the absence of a prohibition of TMWA using 
STMGID assets to reduce their debt. 
 
Joyce Sackerson commented that while she is not as knowledgeable as some individuals, 
those she has discussed the merger with others who are against the merger.  Having carried 
water to work for 16-years, she wonders why there is such a difference in water quality.  Ms. 
Sackerson stated that she did not want the STMGID water quality to be diluted with 
undrinkable water and believes that STMGID could hire the individuals needed to do the work 
currently being provided under contract. 
  
Mike Schulewitch stated he is opposed to the merger and explained that STMGID could, in his 
opinion, become a profitable stand-alone utility.  Mr. Schulewitch noted that with the liquid 
assets available STMGID could easily separate connecting water lines thus allowing STMGID 
to operate as a stand-alone company.  Of particular concern is that STMGID is not being paid 
for its assets and that the merger will take the unrestricted cash.  Mr. Schulewitch stated that 
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he believes the timeline being proposed in insufficient and that he prefers compensation rather 
than a reduced water rate.  Therefore, a different agreement needs to be negotiated.   
 
Carlos Romo submitted a written statement (copy on file) and explained that he sees this as a 
“power grab” by Washoe County who is looking at a stable and profitable system.  Mr. Romo 
asked that the proposed merger be opposed and that other options available to continue 
operation as it is be explored.   
 
Bill Vance noted that he had spent 8- years as an LMB member and recalled that he had 
discussed the operational costs with the general manager of the water purveyor in Douglas 
County who was providing service for about half of what it cost in Washoe County.  The 
explanation he received at the time was that it cost more.  Mr. Vance recalled a meeting with 
the Mayor of Reno who was interested in obtaining STMGID to provide more areas for growth 
as the real estate market flourished.  As the housing bubble burst and the economy declined it 
has become more difficult to pay for needed services such as police and fire, whereas water 
pays for itself.  Mr. Vance stated that he does not support the merger which would perhaps 
subsidize TMWA’s debt or the Negotiated Settlement.  Mr. Vance believes STMGID should 
remain a separate entity.  
 
Joyce Maggiora noted that water quality has declined since the County took over one of the 
major wells about ten (10) years ago. 
  
Chair Cohen noted that this was public comment and that while the board could seek answers 
to the questions posted there could not be a dialogue between members of the public and the 
board members.   
 
Chair Cohen closed public comments and noted that most of what was brought forward had 
been discussed at previous meetings.  Chair Cohen emphasized that while the members are 
elected by STMGID ratepayers, the LMB can only make recommendations to the BOT who will 
make the final decision.   
 
Member Schumacher left the meeting at 6:49 p.m. 
 
Chair Cohen explained that while the stand-alone option was preferred it was expensive.  The 
BOT asked the LMB to work towards a merger in a manner that would protect the ratepayers.  
At the March (2012) meeting the BOT directed the LMB to seek public comment, which 
occurred on May 3, 2012, and at tonight’s (May 10, 2012) meetings.  The LMB will make a 
recommendation to the BOT at the June 7, 2012, meeting Chair Cohen noted that if 51-percent 
of the 3,700 customers objected to the merger the process would be brought to a halt. 
 
Member Allman noted that the comments herd from the public at tonight’s (May 10, 2012) 
meeting had been discussed at length during previous LMB meetings.  The decision to merge 
STMGID into DWR is based on a direction from the BCC (Board of County Commissioners) to 
reduce expenses by 10-percent.  Member Allman noted that the FCS Financial Study should 
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be available on the Washoe County website which suggests that a stand-alone operation is the 
most expensive option.   
 
Member Schumacher rejoined the meeting at 6:53 p.m. 
 
Member Tavernetti stated that he disagreed with the merger and noted his concern that 
customers appeared to have been unaware of the proposal until about a month ago.  Member 
Tavernetti commented that he believes there should be an RFP (Request for Proposal) issued 
so that an informed decision can be made on a stand-alone operation.  Member Tavernetti 
noted his concern about the process used by Washoe County.   
 
Member Saunders stated that she is against the merger and that there had been significant 
input from the public during the Focus Groups that indicated a desire for STMGID to remain a 
stand-alone operation.  Member Saunders noted that the discussion had been ongoing for the 
past two (2) years and that the public can assist by signing a petition objecting to the merger 
proposal.   
 
Member Schumacher concurred with Member Saunders and asked whether the 51-percent 
needed to be property owners in the district or customers. 
  
Deputy District Attorney Peter Simeoni commented that his role was now limited to OML (Open 
Meeting Law) issues and suggested that the question be directed to the attorney retained by 
the BOT.   
 
Rew Goodenow – Parsons, Behle and Latimer, commented that the 51-percent must be 
comprised of owners.  Mr. Goodenow explained that the statute was not specific on whether 
the owner could was limited to one or both property owners when owned jointly and that the 
protest periods started once the BOT initiated the merger process.  Mr. Goodenow explained 
that he had not received any specific inquiries pertinent to the petition process itself.   
 
Chair Cohen noted his belief that STMGID should not be part of any budget considerations by 
Washoe County since it is a stand-alone entity with its own operating budget with Washoe 
County DWR being contracted to provide services.  Chair Cohen suggested that staff further 
review the FCS Financial report and provide a cost analysis of STMGID remaining 
independent, which can be taken to the BOT.   
 
Dwayne Smith - Acting Senior Licensed Engineer, suggested that since this is not an action 
item the board may wish to provide direction under Agenda Item 11.   
 
Chair Cohen expressed his appreciation to those that had attended the May 3, 2012 and 
tonight’s (May 10, 2012) meetings.  Chair Cohen noted that the merger issue had been on the 
meeting agenda for discussion for the past two (2) years and apologized for not being more 
pro-active in getting the notice out to the public and noted that a monthly meeting had not been 
scheduled until March 2012.  Chair Cohen noted that the public may register their concerns 
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and options to the County Commissioner either in writing, email correspondence as well as 
during public comment at the BCC meetings.  Chair Cohen noted that a merger with 
DWR/TMWA could result in a +$200.00 increase in his monthly water fees because he uses a 
lot of water in the summer.  
 
6. DISCUSSION AND POSSIBLE RECOMMENDATION TO THE STMGID (South 

Truckee Meadows General Improvement District) BOARD OF TRUSTEES TO 
APPROVE THE TENTATIVE STMGID 2012-2013 BUDGET/CAPITAL PLAN  (For 
possible action) 

 
Dwayne Smith - Acting Senior Licensed Engineer, noted that the annual budget was brought to 
the LMB (Local Managing Board) prior to the budget going to the BOT (Board of Trustees), 
which will occur on May 21, 2012.  Mr. Smith noted that Ben Hutchins – Finance Customer 
Service Manager and Ted Rolfs – Accountant, were present to answer any questions.   
 
Responding to Member Tavernetti’s inquiry about whether the budget was based on STMGID 
(South Truckee Meadows General Improvement District) remaining in place or a merger at the 
beginning of the 2012-2013 fiscal year, Mr. Smith explained that the budget is based on 
Washoe County continuing to provide services through the 2012-2013 fiscal year.  
 
Ted Rolfs – Accountant, explained that the budget item shown on page 3, Item C “Cash Flow” 
is the same as budgeted for the past three (3) fiscal years.  The project the monies are 
earmarked for have not yet reached a point requiring a transfer of the funds.  Mr. Rolfs then 
summarized how the annual budget is developed using cost estimates from Department 
Heads in Engineering, Operations and Administration.  Mr. Rolfs provided a hand-out (copy on 
file) and noted that the report includes a comparison to budgeted and audited actual costs as 
well as reimbursement to Washoe County of $1.9-million.  Mr. Rolfs also pointed out the 
contingency funds available in the event of major repairs and outside consultant services, 
which provides the necessary budget authority for unforeseen items.   
 
Responding to Chair Cohen’s inquiry about whether STMGID was paying its “fair share”, Mr. 
Rolfs explained that changes in time card allocations and accounting using a direct wage and 
benefit cost rather than a standard rate should result in a better understanding of actual cost 
share.  Currently, it is assumed that Well No. 12 will cover the shortfall in water during peak 
season usage. 
 
Ben Hutchins – Finance Customer Service Manager, explained that the current budget 
reflective of agreements currently in place and that it is unknown whether the new well will 
cover all of the actual water needs.    
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Mr. Rolfs noted that the budget does include monthly meetings to a maximum of +$30,000.00.   
 
Chair Cohen noted that the agreement provided for monthly management reports that are 
typically provided during the regular monthly meeting. 
 
Mr. Smith explained that the budget was not the proper venue for policy issues but rather a 
mechanism that allows for the successful operation.   
 
Rosemary Menard – Director, DWR (Department of Water Resources), explained that it was 
not a matter of whether STMGID could pay for services rendered but rather whether DWR had 
the resources to support monthly meetings.  Ms. Menard noted that while the LMB (Local 
Managing Board) could meet as often as needed provided they could meet the requirement of 
the OML (Open Meeting Law) noticing requirements, DWR could not provide resources.  Ms. 
Menard explained that the direction was to merge DWR and STMGID thus negating the need 
to deliver certain services.   
 
Member Schumacher commented that he believes that would constitute a breach of contract.   
 
Chair Cohen noted that there was no agreement to stop providing service and that there are 
funds to cover the costs. 
 
Ms. Menard stated that she does not have the staff resources to provide the necessary 
support. 
 
Chair Cohen then asked why STMGID is subject to the Washoe County budget.   
 
Responding to Member Schumacher’s inquiry about Well No. 9, Mr. Smith explained that its 
use had been discontinued to the continued escalation of chemical and personnel costs to 
treat the water.  Currently, there is sufficient capacity to move water from the west side if 
needed.  The abandonment of Well No. 9 has not yet been brought to the LMB, but is 
contained in the CIP (Capital Improvement Program).   
 
Chair Cohen recalled that there had been some discussion about the abandonment of Well 
No. 9 and that the BOT had directed the LMB to focus on merger.  Chair Cohen asked that the 
abandonment of Well No. 9 be placed on a future meeting agenda.   
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Responding to an inquiry by Member Tavernetti about expenditures on other wells, Mr. Smith 
explained that the expenses were associated with improvement in access and disinfections 
options at Well No. 6.   
 
Hearing no public comments, Chair Cohen asked for motion. 
 
It was moved by Member Saunders, seconded by Member Schumacher, to recommend 
that the South Truckee Meadows General Improvement District Board of Trustees 
approve the tentative 2012-2013 capital plan as presented.  The motion carried 
unanimously.  

7. DISCUSSION AND POSSIBLE RECOMMENDATION TO THE STMGID (South 
Truckee Meadows General Improvement District) BOARD OF TRUSTEES TO 
APPROVE AND AUTHORIZE THE TRUSTEES’ CHAIRMAN TO EXECUTE A 
REVOCABLE LICENSE AGREEMENT AND MEMORANDUM OF REVOCABLE 
LICENSE AGREEMENT BETWEEN STMGID AND SIERRA PACIFIC POWER 
COMPANY, A NEVADA CORPORATION, D/B/A NV ENERGY, TO ALLOW THE 
INSTALLATION OF A COMMUNICATION MONOPOLE ON THE STMGID OWNED 
TIMBERLINE WATER TANK PARCEL, APN 049-070-41 (For possible action) 

 
Dwayne Smith - Acting Senior Licensed Engineer, outlined the request from NV Energy 
received some six (6) months ago to construct a monopole at the Timberline Tank site.  
Although a previous agreement had been rejected with NV Energy seeking a different location, 
the request was resubmitted and after negotiation resulted in the following license agreement.  
The annual lease rate will be $10,000.00 annual with an annual 1.9-percent escalator as the 
license agreement is for the monopole cannot be used as a co-location for cellular providers.  
The project site consists of 120-square feet of the subject site.  Additionally, The Washoe 
County Board of Adjustment requires the installation of additional trees to further screen the 
site. 
 
During the discussion it was explained by Rosemary Menard – Director DWR (Department of 
Water Resources), that the funding form the agreement goes (Capital Improvement Program) 
he unrestricted account as would proceeds from the sale of excess uncommitted property 
and/or water rights.   
 
Deputy District Attorney Peter Simeoni explained that the operation of the site is not part of this 
licensing agreement.  
 
Mr. Smith noted that if there is a change in the future it would be brought to the LMB (Local 
Managing Board) for consideration and that the funds obtained through this agreement would 
be used to offset rates for a 10-year period.   
 
Mr. Simeoni noted that the issue can be part of a merger agreement should it move forward.   
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Mr. Smith explained that the installation would have to meet federal, state and local regulations 
on emissions and interference with other uses.   
 
It was moved by Chair Cohen, seconded by Member Saunders, to recommend that the 
South Truckee Meadows General Improvement District Board of Trustees approve and 
authorize the Trustees’ Chairman (Bob Larkin) to execute a Revocable License 
Agreement and Memorandum of Revocable License Agreement between the South 
Truckee Meadows General Improvement District (STMGID) and Sierra Pacific Power 
Company, a Nevada Corporation, DBA (Doing Business As) NV Energy, to allow the 
installation of a communication monopole on the STMGID owned Timberline Water Tank 
parcel, APN (Assessor’s Parcel Number) 049-070-41.  The motion carried unanimously.  
 
Member Allman left the meeting at 7:35 p.m. 
 
8. MANAGEMENT REPORT (non-action) 

8-A) Project status on STMGID (South Truckee Meadows General Improvement 
District) Well 12 – Dwayne Smith - Acting Senior Licensed Engineer, commented that the final 
check of Well No. 12 should be done as early as Monday, May 14, 2012.  Mr. Smith noted that 
there is some touch-up paint work to be completed and that the fence and landscaping are in 
place as is the electrical power.  Once the site if fully functional a site visit will be scheduled to 
christen the well. 
  
Chair Cohen noted that this had been an ongoing project for the past five (5) years and would 
diminish the need to seek additional water from Washoe County in the future.  The well site is 
located at the top of Welcome Way.   
 
Mr. Smith noted that Well No. 4 had been down for three weeks with Well No 11 being off-line 
for a month.  While Well No. 11 is back on-line, Well No. 4 is expected to be back on-line once 
bacterial testing is completed.  Other maintenance work included the repair of pressure 
reducing equipment that was conducted during evening hours without any customer 
complaints.   
 
8-B) Current status of the Mt. Rose/Galena Fan Domestic Well Mitigation Program – 
Dwayne Smith - Acting Senior Licensed Engineer, drew attention to the received report (copy 
on file) noting that STMGID (South Truckee Meadows General Improvement District) had paid 
the initial $428,000.00 and an additional $201,000.00 for mitigations processes through May 
10, 2012.  
 
8-C) Current status of water connection privilege fees collected for future 
development – Dwayne Smith - Acting Senior Licensed Engineer, noted that STMGID (South 
Truckee Meadows General Improvement District) had collected $4.3-million in fees that will be 
used to fund future growth.   
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8-D) Financial Report – Responding to an inquiry from Chair Cohen about rate mitigation, 
Dwayne Smith - Acting Senior Licensed Engineer, stated that no requests for relief had been 
received.  
 
9. ASSIGNMENT OF LMB (Local Managing Board) MEMBERS/ALTERNATES TO 

ATTEND MEETINGS OF THE:  (non-action) 
9-A) Joint BOT (Board of Trustees)/LMB (Local Managing Board) Meeting – All member 
plan to attend the Tuesday, June 26, 2012, joint meeting in Building A, second floor Caucus 
Room at  the Ninth Street Washoe County Administration Complex.  
 
9-B) Western Regional Water Commission – Chair Cohen noted that he would attend the 
May 17, 2012, meeting.   
 
9-C) Northern Nevada Water Planning Commission – Member Schumacher will attend the 
June, 2012, meeting.   
 
9-D) Other meetings – Chair Cohen will attend the Southeast Truckee Meadows Citizens 
Advisory Board meeting on May 26, 2012, to provide an update on the merger process.   
 
10. PUBLIC COMMENT (non-action) 
 
Jerry Gamroth outlined concerns about contamination issues if STMGID (South Truckee 
Meadows General Improvement District) water and Truckee River water were co-mingled 
should there be a spill of diesel fuel in the Truckee River.  It is Mr. Gamroth’s opinion that 
STMGID can be managed as a stand-alone entity by ratepayers.  Mr. Gamroth outlined his 
disappointment in the BOT (Board of Trustees), DWR (Department of Water Resources) and 
Mr. Goodenow for trying to slide the merger through and not adequately representing 
ratepayers.  Therefore, Mr. Gamroth is starting a legal defense fund and asked that interested 
parties contact him directly.  Of particular concern is the lack of public notice for the May 3, 
2012, meeting. 
  
Chuck Merkel commented that the more he hears the more disgusted he becomes.  It is Mr. 
Merkel’s belief that Washoe County is not fulfilling their fiduciary responsibilities and that under 
agenda item 7 NV Energy should be required to meet FCC (Federal Communications 
Commission) Part 15 Emissions criteria for communications equipment.   
 
Bob Acheson suggested that future notifications come as inserts in monthly billing or as an 
independent notice, which would have resulted in significantly more attendance at the May 3, 
2012, meeting. 
  
Bill Vance suggested that Rew Goodenow be directed by his client to review and provide a 
better understanding of the statute on the merger/dissolution and petition process contained in 
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the statute.   
 
Dwayne Smith - Acting Senior Licensed Engineer, explained that the FCS financial study was 
available on the Washoe County website.   
 
11. LMB (Local Managing Board) MEMBER/STAFF ANNOUNCEMENTS, REQUESTS 

FOR INFORMATION, TOPICS FOR FUTURE AGENDAS AND STATEMENTS 
RELATING TO ITEMS NOT ON THE AGENDA  (non-action) 

 
Chair Cohen asked that the FCS Financial Study be added (Capital Improvement Program) he 
next meeting agenda along with additional information to address the issues identified during 
the May 3, 2012, meeting.  Chair Cohen explained that the intent is to develop additional 
information about the accuracy on the retention of a contractor to make STMGID (South 
Truckee Meadows General Improvement District) a stand-alone entity.   
 
Rosemary Menard – Director, DWR (Department of Water Resources), explained that DWR 
did not have the resources to provide that information and suggested that the LMB (Local 
Managing Board) hire an outside consultant to review the FCS Financial Study. 
 
Chair Cohen asked that an agenda item be added to engage a consultant to review and report 
on the FCS Financial Study.  Additionally, Chair Cohen asked that the merger agreement also 
be placed on the meeting agenda for discussion and recommendation to the BOT (Board of 
Trustees).   
 
Member Schumacher recommended a follow-up on the annexation process and who would 
have final authority on annexation if the merger is approved.   
 
Mr. Smith noted that under the current merger agreement STMGID would cease to exist and 
that the annexation and other policies procedure would then fall under the DWR or TMWA 
(Truckee Meadows Water Authority) processes.   
 
Clarifying questions for the next agenda may include, but is not limited to: what happen to the 
rate reduction once a property is sold; can deed restrictions be placed on the property that the 
future purchaser of a property does or does not get the reduced rate.   
 
Member Schumacher submitted a letter from Mr. Beasley for the record (copy on file).  
 
The next meeting of the LMB is scheduled for June 7, 2012 at the Department of Water 
Resources as the Library is unavailable due to election activities.  
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12. ADJOURNMENT (non-action) 
 
Chair Cohen adjourned the meeting at 7:54 p.m. 
 

Approved by:    
 
 
______________________________

 Ellen Allman, Secretary 
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March 13, 2012 

Proposed Term Sheet 

for the Merger of STMGID into the Department of Water Resources 

Topic Terms Notes 

 
 

PARTIES TO AGREEMENT; RECITALS; DEFINITIONS  

Parties Washoe County, a political subdivision of the State of Nevada;  South Truckee 
Meadows General Improvement District, a governmental subdivision of the 
State of Nevada and a quasi-municipal corporation organized under Chapter 
318, Nevada Revised Statutes 
 

 

Recitals   

Key Definitions The terms defined in this Article, whenever used in this Agreement (including 
in the Exhibits or Schedules), shall have the respective meanings indicated 
below for all purposes of this Agreement. All references herein to a Section, 
Article or Schedule are to a Section, Article or Schedule of or to this 
Agreement, unless otherwise indicated. 

 Assets 

 Assumed Liabilities 

 Closing Date shall mean the Effective Date of Merger Ordinance 

 County means Washoe County, a political subdivision of the State of 
Nevada 

 County Board shall mean the Board of Washoe County 
Commissioners or the BCC 

 DWR Water Utility 

 DWR Water Utility Rates 

 DWR Water Utility Service Area 

 Effective Date means the date on which this Agreement is executed 
by the last party 

 Interlocal Agreement shall mean the agreement described herein 
between STMGID and Washoe County entered into pursuant to NRS 
Chapter 277 

 Local Managing Board 

 Real Property shall mean real estate and water rights as defined 
under Nevada law 

 Restricted and Designated Cash Assets 

 STMGID or District shall mean a governmental subdivision of the 
State of Nevada and a quasi-municipal corporation organized under 
Chapter 318, Nevada Revised Statutes 

 STMGID  Board means collectively the members of the STMGID 
Board of Trustees 

 STMGID Contracts shall mean a list of presently outstanding  
STMGID Obligations and a payment schedule as of  the Closing 
Date 

 STMGID Financial Assets 

 STMGID Water Utility Facilities  

 STMGID Water Utility Rates  

 Unrestricted Cash Assets 
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March 13, 2012 

Topic Terms Notes 

 
 

AUTHORITY, PURPOSE AND INTENT  

Authority; 
Process 

Authority : 
Chapter 277 of the Nevada Revised Statutes provides general and specific 
authority for the actions contemplated herein, including but not limited to the 
following: NRS 277.045 allows political subdivisions of the State to enter into 
cooperative agreements for the performance of governmental functions.  NRS 
277.103 provides for the merger of governmental services.  NRS 277.170 
provides that a public agency may support an agreement made pursuant to 
NRS 277.080-170 by selling, leasing, giving, or otherwise supplying 
property. NRS 277.180 provides generally for interlocal agreements.  
 
Pursuant to Chapter 354 of the Nevada Revised Statutes, the BCC and the 
BOT are authorized to enter into this Agreement to guide the implementation 
and transfer of STMGID”s powers, water service function and its assets to 
Washoe County under this merger.  To the extent that Chapter 354 of the NRS 
and 354.088 of Nevada Administrative Code (NAC) require a transfer plan or 
inter-governmental agreement transferring a governmental function, the Merger 
Ordinance process under NRS 244.100 and NRS 318.490 through 318.510 and 
this Agreement are intended to satisfy the substantive and procedural 
requirements set forth in Chapter 354 and NAC 354.088.  
 
Process:  
NRS 318.490 through 318.510 provides the authority for the actions 
contemplated and the process to be followed for merger of STMGID into 
Washoe County, including but not limited to the following: 

 Resolution by the BCC directing the Clerk to provide notice for a 
public hearing and adoption of an initiating ordinance to merge, if the 
BCC determines that: 

 All outstanding indebtedness has been paid or will be 
assumed by the resulting merged unit of government; 

 Services of the district are no longer needed or can be 
performed by existing unit of government. 

 BCC shall further direct the Clerk to certify a copy to the BOT and 
provide a copy of the Initiating Ordinance to STMGID property 
owners after its adoption, to which will also be attached an 
agreement that will provide for Washoe County’s assumption of 
obligations previously provided by STMGID, and for the orderly 
transfer of STMGID Assets to Washoe County, and for appropriate 
recognition of the beneficial interest in such Assets. 
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March 13, 2012 

Topic Terms Notes 

Third Party 
Beneficiary 

STMGID ratepayers are intended third party beneficiaries of the Interlocal 
Agreement. 

This provision is a 
suggestion by WC staff to 
address the issue of 
providing certainty for 
STMGID ratepayers that 
they will receive the 
“benefit of the bargain.” 
The parties have not 
agreed regarding 
inclusion of this provision 
due to alternatives 
proposed by STMGID as 
presented elsewhere in 
this document. 
 

Purpose; Intent 
 

BCC and BOT have entered into this Agreement for Merger of STGMID into 
Washoe County’s DWR, the purpose of which outlines the process and 
contains the terms and conditions under which Washoe County:  

 Shall  assume the powers and delegated obligations of 
STMGID  related to water service;  

 Shall accept STMGID Assets; 

 Shall pay for the STMGID Liabilities;  

 Shall ensure that the STMGID ratepayers receive the 
benefit of STMGID Assets; and 

 Shall establish a fair, equitable and non-discriminatory rate 
structure for all STMGID ratepayers, who are merged into 
Washoe County’s Service Area and who will be subject to 
Washoe County Requirements and Schedule of Rates and 
Charges for Water Service 

 

 

 AGREEMENT OF MERGER 
 

 

Effective Date The Effective Date of this Agreement shall be the date on which the following 
acts have occurred: (a) Chair’s of the BCC and BOT, respectively, have 
executed this Agreement, and (b) the Agreement has been approved pursuant 
to NRS Chapter 277. Upon the effective date of the Ordinance for Merger 
adopted by the BCC (Closing Date), STMGID shall be merged into DWR and 
thereafter shall operate as a single water utility system known as the Washoe 
County Department of Water Resources (DWR).   
 

 

Term For a term of ten (10) years from the Closing Date, unless terminated sooner 
by full performance of all duties, covenants and obligations under the 
Agreement.  
 

 

Merger of 
Service Areas 

Effective upon the Closing Date, DWR’s Service Area shall become the 
combined service areas of both DWR and the STMGID Boundary. Exhibit A 
contains a map showing the pre-merger Service Areas of STMGID and DWR, 
and Exhibit A-1 contains a map of the combined DWR Service Area effective 
on the Closing Date.  
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Topic Terms Notes 

Merger of 
Customers 

Effective on the Closing Date, the STMGID’s Water Utility will be fully merged 
into Washoe County; all water customers of STMGID shall become DWR 
customers subject to the Washoe County Requirements and Schedule of Rates 
and Charges for Water Service; and DWR shall have the right to all future 
Water Service rates, fees and charges collected from such customers after 
the Closing Date. 
   

 

Merger of 
STMGID 
Governmental  
Functions 

Effective upon the Closing Date, all quasi-governmental functions previously 
performed by STMGID in connection with its Water Utility and the provision of 
water service shall be performed by Washoe County, subject only to the terms 
and conditions under this Agreement.  
 

 

Delegation and 
Assumption of 
STMGID 
Obligations 

Effective upon the Closing Date, STMGID delegates to Washoe County all of 
the obligations of STMGID under the STMGID Contracts in accordance with 
their respective terms and conditions. Washoe County accepts and assumes 
such delegation and agrees to perform all of the obligations of STMGID under 
the STMGID Contracts in accordance with their respective terms and 
conditions. 
 

 

Termination of 
STMGID/Wash
oe County 
Contracts 
 

Effective on the date of execution of this Agreement, any other existing inter-
local agreements between Washoe County and STMGID, including the 
Operating Agreement dated June 28, 2011 and the Division of Water Service 
Areas Agreement as amended and adopted by the County and STMGID on 
May 26, 2009, are hereby terminated and the Parties agree to waive the 120 
day notice periods required for termination.   
 

 

Possession 
and Transfer of 
Title of 
STMGID 
Assets 

Effective upon the Closing Date, and subject to the terms and conditions set 
forth herein, STMGID shall hereby assign, transfer, convey and deliver to 
Washoe County and Washoe County shall accept delivery from STMGID the 
Assets, which will be assigned, transferred, conveyed and delivered for no 
financial consideration and such Assets will be transferred “AS IS, WHERE 
IS”.   
 
STMGID and Washoe County acknowledge that STMGID makes no 
representations or warranties, express or implied, with respect to the Assets, 
except due authorization, execution and delivery STMGID, through its Board 
of Trustees, shall deliver or cause to be delivered to Washoe County by grant, 
bargain and sale deed, grant of easement, bill of sale or other instrument in 
substantially the form attached to this Agreement to Washoe County all right, 
title and interest in the Assets.   Washoe County shall succeed to and become 
the owner of all of STMGID’s right, title and interest in and to the Assets.  
 

 

 
 
 
 
 
 
 
The highlighted paragraph 
makes reference to the 
transfer of assets using a 
grant, bargain and sale 
deed. STMGID proposes 
to include deed 
restrictions in the grant, 
bargain and sale deed as 
a means of ensuring 
STMGID ratepayers 
receive “the benefit of the 
bargain.” The parties have 
not agreed regarding 
inclusion of this provision 
due to alternatives 
proposed by WC staff as 
presented elsewhere in 
this document. 
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 Schedules of Transferred Assets:  The Assets to be assigned, transferred, 
conveyed and delivered, as more particularly described in the attached 
Schedules, include: 

 all Real Property described in Schedule 1.1;  

 all STMGID Water Utility Facilities described in Schedule 1.2;  

 all STMGID Funds from all accounts described in Schedule 1.3;  

 all Books, Records and Data used or held for use in connection with the 
STMGID Water Utility operations described in Schedule 1.4; and 

 all necessary regulatory authorizations, governmental requirements, 
permits or approvals necessary for the provision of water utility service 
and related to the STMGID Water Utility operations described in Schedule 
1.5;  

 

 

Washoe 
County 
Schedule of  
Rates and 
Charges for 
Water Service 
within the 
former 
Boundary of 
STMGID 

All parcels within the former boundary of STMGID shall be subject to the rates 
and charges for water service under the Washoe County Requirements and 
Schedule of Rates and Charges for Water Service, as amended from time to 
time to support the operation of the water utility. A copy of the Schedule of 
Rates and Charges for Water Service is set forth in Exhibit B, attached hereto 
and incorporated herein by reference. This Schedule of Rates and Charges for 
Water Service applies to all current residential, commercial, industrial, 
governmental and irrigation services within the specific service area.   The 
rates charged for water service and paid for by all parcels within the former 
boundary of STMGID shall be offset according to the ten (10) year rate-offset 
schedule to be incorporated in this Agreement and formally adopted by the 
BCC.  The rates charged for water service to former STMGID customers shall 
not be adjusted disproportionately to those rates charged against and paid by 
other customers of the Washoe County water system within the same service 
area. 
 
Notwithstanding the forgoing, Washoe County reserves the right to change 
standards of service or increase any rates, tolls or charges or other regulatory 
matters from those in effect on the date of this Agreement, if, in its reasonable 
discretion, the facts and circumstances  are warranted and a rational basis 
exists to do so.  
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Topic Terms Notes 

 DISPOSITION OF STMGID’S FINANCIAL ASSETS 
 

 

Disposition of 
STMGID 
Financial 
Assets and 
Establishment 
of Separate 
STMGID  Rate 
Offset Cash 
Account within 
The DWR 
Enterprise 
Fund  

Upon the Closing Date, STMGID shall transfer to Washoe County all financial 
assets from all accounts within the STMGID Fund, including, without limitation, 
all cash, fees, charges, accounts receivable, customer deposits or other 
amounts paid by or received from customers that have accrued prior to the 
Closing Date and have not been expended. Upon  receipt of all STMGID 
financial assets, Washoe County shall take the following actions:    
 
1. Restricted and Designated Cash Assets include all connection fees, 

water rights lease fees and Arsenic Surcharge fees.  Restricted and 
Designated Cash Assets shall be allocated as follows: 
a) All connection and water rights lease fees  which have been 

collected or designated to support  construction of future water 
system facilities shall be deposited into DWR’s South Truckee 
Meadows Connection Fees Account; 

b) Arsenic Surcharge fees for remediation of excessive arsenic levels 
found in various production facilities shall be deposited into DWR’s 
Arsenic Surcharge Account. 
 

2. Unrestricted Cash Assets include all rate or other revenues 
accumulated over and above the ongoing cost of operation.  Unrestricted 
cash shall be transferred to DWR and allocated as follows: 
a) Rate Stabilization Reserve:  DWR’s adopted financial policies require 

that a Water Rate Stabilization Reserve Account equivalent to 15% 
of annual operating revenues be established and maintained.  Using 
the projected revenues included in DWR FY 2012-13 budget, DWR 
shall determine the proportionate per customer contribution to the 
Water Rate Stabilization Reserve Account required to bring former 
STMGID customers into parity with DWR customers with respect to 
contributions to the Water Rate Stabilization Reserve Account. 

b) Operating Cash Reserve:  DWR’s adopted financial policies require 
that an Operating Cash Reserve Account equivalent to the cost of 60 
days of operating cost be established and maintained.  Using actual 
operating cost data for FY 2011-12, DWR shall determine the 
proportionate per customer contribution to the Operating Cash 
Reserve Account required to bring former STMGID customers into 
parity with DWR customers with respect to contributions to the 
Operating Cost Reserve Account. 

c) A five year Capital Improvement Program covering FY 12-13 to FY 
17-18 has been established to identify and plan for necessary  
rehabilitation and replacement projects for STMGID facilities.  
Unrestricted Cash Assets shall be deducted in the amount of 
$717,000 and committed to meeting the cost of the projects included 
in the first year of the five year CIP. 
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3. Disposition of Remaining Unrestricted Cash Assets All remaining 
Unrestricted Cash shall be placed in separate account with DWR’s Water 
Enterprise Fund and used for the purpose of funding a rate offset account 
for the benefit of the parcels located within the former boundaries of the 
STMGID system. (STMGID Rate Offset Cash Account). Water Rate 
offsets granted under this Agreement and assigned to all STMGID 
customers shall be charged against the STMGID Rate Offset Cash 
Account for any difference in or between the rates, fees and charges 
imposed under Washoe County Requirements and Schedule of Rates and 
Charges for Water Service and those rates, fees and charges imposed 
under the STMGID Rates, Tolls and Charges as established and in effect 
on June 30, 2012. 

 
4. Interest earned on any amounts in the STMGID Rate Offset Cash 

Account described in 3 above shall be allocated to this account, and any 
proceeds from the sale of uncommitted water rights or surplus property, if 
any, shall be allocated to this account.   

 
5. Washoe County may also use the STMGID’s Unrestricted Cash Assets  

as needed to cover any legitimate expenditure related to the following:   
a) Payment of any STMGID Liabilities arising out of any STMGID Water 

Utility operations or any Assets held by STMGID prior to the Merger, 
whether or not known, accrued, contingent or existing at or arising on 
or after the Closing Date;  

b) Payment to Washoe County from STMGID under any existing 
agreement or arrangement for services which have been rendered 
prior to and including the Closing Date, all of which shall be settled 
up and charged to and paid from the STMGID Account; and 

c) Payment for any expenses, costs and fees (including attorneys' fees 
or Local Managing Board member compensation) in connection with 
the transactions contemplated under this Merger, including the 
preparation, execution and delivery of this Agreement and related 
instruments, whether or not the Merger is consummated. 

 
6. When the phased implementation of Water Rate Offsets credits as 

established in section 3 of this Agreement or when the Unrestricted Cash 
deposited into the STMGID Rate Offset Cash Account has been fully 
expended, customers living within the former boundary of STMGID shall 
then be responsible for paying, without the benefit of offset from the 
STMGID Rate Offset Cash Account, the applicable rates, fees and 
charges imposed on all customers under Washoe County Requirements 
and Schedule of Rates and Charges for Water Service.  
 

7. Any transactions requiring payments from or credits charged to or against 
the STMGID Account for the authorized purposes identified in this section 
shall be performed consistent with generally accepted accounting 
principles and past practices of Washoe County and governed by the 
Nevada Revised Statutes and the Washoe County Requirements and 
Schedule of Rates and Charges for Water Service in effect on 
_______________, 2012. 
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Topic Terms Notes 

 REPRESENTATION, WARRANTIES AND INDEMNIFICAITON 
 

 

Representa-
tions and 
Warranties of 
STMGID 

  

Representa-
tions and 
Warranties of 
Washoe 
County  

Washoe County will incorporate the Interlocal Agreement in any subsequent 
transfer of the Asset that occurs within the Term, requiring any transferee to 
adhere to the Interlocal Agreement. 

This provision is a 
suggestion by STMGID 
staff to address the issue 
of providing certainty for 
STMGID ratepayers that 
they will receive the 
“benefit of the bargain.” 
The parties have not 
agreed regarding 
inclusion of this provision 
due to alternatives 
proposed by WC as 
presented elsewhere in 
this document. 
 

Indemnifica-
tion 
 
 

Subject to the terms and conditions relating to the STMGID Account and 
payment for liabilities as set forth in that section, Washoe County, effective 
upon the Closing Date, shall assume and have full responsibility and liability 
for the Assets, and shall defend, indemnify and hold STMGID and its Trustees 
harmless from any and all claims, causes of action, demands, costs (including 
reasonable attorneys’ fees) and obligations relating to, arising from or in  
connection with any STMGID Water Utility operations or any Assets held by 
STMGID prior to the Merger, whether or not known, accrued, contingent or 
existing at or arising on or after the Closing Date.  
 

 

 TERMINATION 
 

 

Termination This Agreement shall terminate either:   
1) Upon the expiration of the ten (10) year period from the Closing Date;  
2) Full performance of all duties, covenants and obligations under the 
Agreement; or  
3) Upon the failure to merge STMGID into DWR.   
 
In the event of termination for failure to merge STMGID into DWR, the Parties 
agree that they will prepare and execute an interlocal agreement containing 
provisions that will minimize, to the maximum extent possible, the 
administrative cost of maintaining STMGID as a separate governmental unit, 
including without limitation: 1) Eliminating the Local Managing Board; 2) 
Eliminating all monthly or bi-monthly routine meetings of the Board of Trustees 
and  delegating as much of the administrative responsibility as possible to 
DWR’s administrative staff; and 3) Accumulating non-time sensitive actions 
requiring action by the STMGID BOT into quarterly  BOT meeting agendas. 
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Topic Terms Notes 

 MISCELLANEOUS 
 

 

Miscellaneous   
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	20121017 BOD 11 TMWA-DWR Merger Integration Update
	Jeff Tissier, Chief Financial Officer
	URECOMMENDATION
	Staff recommends that the Board accept the report on the status of i) the merger/integration project between the Truckee Meadows Water Authority (TMWA) and the Washoe County Department of Water Resources Water Division (DWR) and ii) Washoe County’s fe...
	 Urge the County to make a final decision on the merger or separation of the existing STMGID system by mid-November so the TMWA/DWR merger may proceed, and provide direction on possible rate accommodations if there is a DWR/STMGID merger.
	 Temporarily suspend merger activities until clarity is established with respect to the STMGID matter.
	 Any other direction from the TMWA Board.
	UDISCUSSION
	UStatus Update on STMGID Resolution
	STMGID is a general improvement district created by Washoe County in 1981 for the basic purposes of furnishing storm drainage, sanitary sewer and water facilities.  Washoe County Ordinance 519.  STMGID currently serves approximately 3,700 customers in...
	Washoe County provides administrative, technical and operational support to the STMGID system.  Based on reports from DWR, the County spends approximately $400,000 per year on administrative support for STMGID, and has been under-recovering costs for ...
	Based on the cost of administrative support for STMGID, combined with other economic, engineering and water resource management analyses, DWR concluded the County Commission should dissolve STMGID and merge the STMGID system and customers into DWR.  C...
	To provide some assurance to STMGID customers, DWR initially proposed a guaranteed “life estate” water rate for STMGID customers after the DWR/STMGID merger.  In essence, DWR offered to exclude debt costs from STMGID customer rates, effectively freezi...
	The LMB hired legal counsel and began to solicit public input on the proposed DWR/STMGID merger.  The LMB held a public meeting on May 3, 2012, at which time the STMGID customers in attendance expressed opposition to the merger and support for segrega...
	On August 14, 2012, the County Commission/Board of Trustees authorized $450,000 for STMGID to prepare a feasibility plan analyzing the costs and actions necessary to establish the existing STMGID system as an independent water utility.  The scope of w...
	On September 11, 2012, preliminary findings on the feasibility study were presented to the County Commission/Board of Trustees.  The Feasibility Study estimated it would cost $14.8 million to construct necessary infrastructure improvements to segregat...
	On September 25, 2012, the STMGID consultant provided an update on the Feasibility Study and alternatives analyzed in connection with the STMGID separation or merger.  The consultant concluded that $1,972,670 currently held by STMGID as a restricted a...
	STMGID’s consultant indicated that the final Feasibility Study will be released on October 18, 2012.  STMGID has scheduled open house meetings with STMGID customers on October 23PrdP and 25PthP, and mailers will be sent to STMGID customers to solicit...
	The STMGID consultant presented his preliminary conclusions on the Feasibility Study to the County Commission/Board of Trustees on September 25, 2012.  Questions were raised by some County Commissioners as to what, if any, affect the merger or separat...
	UDiscussion and Recommendation
	TMWA staff agrees that the status quo is no longer an option, and that STMGID must either be merged into DWR or segregated as independent water utility prior to the TMWA/DWR merger.  At this time, the preliminary conclusions on options being evaluated...
	Looking strictly at the terms and conditions of the TMWA/DWR merger transaction, TMWA staff is neutral on whether the County decides to merge STMGID or segregate the existing STMGID as a stand-alone water utility.  If the County decides to merge STMGI...
	TMWA staff notes that either the merger or separation of the existing STMGID system must occur prior to the TMWA/DWR merger, and that continuation of the status quo would be a significant impediment to and materially impact the legal and financial fea...
	At the October 9, 2012 joint meeting of the Board of County Commissioners and STMGID Board of Trustees, members of the Board raised questions as to whether TMWA will absolutely require the merger of STMGID into DWR as a condition of the TMWA/DWR merge...
	As stated above, TMWA staff believes the TMWA/DWR merger can proceed if STMGID is merged or the existing STMGID system is separated so long as the implementation of such decision does not have any adverse fiscal impact on the assets or assumed liabili...
	Finally, with respect to the inquiry on the “life estate” rate or “rate offset” proposed for STMGID customers, whether TMWA would be willing to perpetuate a life estate rate or rate offset for STMGID customers to facilitate the transfer of the STMGID ...
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