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To:  Board of Directors  

From:  Michele Sullivan, Chief Financial Officer 

Date:  September 21, 2016 

Subject: Presentation of TMWA Unaudited FY2016 Financial Performance 

 

Recommendation 

 

The TMWA Board accepts the unaudited financial report for the fiscal year ended June 

30, 2016. 

 

Summary 

 

Consolidated water utility financial performance for the fiscal year ended June 30, 2016 

was excellent. Total change in net position before special items was $17.5 million, which 

was $20.8 million greater than an expected decrease in net position of $3.3 million per the 

revised budget.  Higher than anticipated developer contributions of $11.6 million, higher 

than anticipated investment earnings of $3.7 million and lower than anticipated operating 

expenses for services and supplies of $3.2 million were the main contributing factors to 

these positive results. 

 

Cash balances decreased $8.0 million or $27.8 million less than an anticipated decrease 

of $35.9 million in the revised budget.  The main drivers contributing to higher than 

expected cash balances were lower than anticipated capital spending of $20.1 million, 

additional cash received from higher developer contributions of $6.2 million, additional 

cash received as investment income of $4.4 million, and higher operating cash flow of 

$1.2 million, offset by lower than anticipated draws on the DWSRF loan related to the 

North Valley’s project by $3.8 million. 

 

Discussion 

 

The purpose of this report is to provide a brief overview of TMWA’s financial performance 

for the fiscal year 2016. This report is being presented in advance of the annual audited 

financial statements to bring timely information to the board. Referenced in this report are 

the fiscal year 2016 Statement of Revenues, Expenses and Changes in Net Position Actual 

to Budget, Attachment A-1, Statement of Net Position Year over Year FY16 and FY15 

Actuals, Attachment A-2, and Statement of Cash Flows Actual to Budget, Attachment A-

3.  Comparative Statements of Revenues, Expenses and Changes in Net Position Year over 

Year FY16 and FY15 are not presented as the consolidation of the water utility occurred 

midyear FY15, making any comparatives irrelevant.  The same is true for the Statement of 

Cash Flows. 
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Total operating revenues were approximately $91.9 million, 0.08% higher than the revised 

operating revenue budget. Water sales revenues were $0.8 million or 0.90% less than the 

revised consolidated water sales budget. Water sale revenues for FY16 reflected demand 

shaving which resulted from 2015 conservation efforts. Hydroelectric revenues were $0.2 

million or 24.29% higher than budget. The revised budget anticipated river flows picking 

up in late March 2016, but there were sufficient river flows to operate hydroelectric 

facilities by early February 2016. Other miscellaneous water sales were $0.6 million or 

24.83% higher than budget, mainly due to increases in inspection fees for new business 

activities as residential building activity becomes more robust in the consolidated service 

area. 

 

Total operating expenses before depreciation were approximately $48.4 million, $4.0 

million or 7.67% less than the revised consolidated budget. This was an excellent result 

since the water utility consolidation brings a number of spending uncertainties. Spending 

on wages and salaries was $0.1 million or 0.60% less than budget.  Lower spending on 

employee benefits expenses was $0.7 million or 9.08% lower due to lower than expected 

benefit spending on retirement plans. Spending on service and supplies was $3.2 million 

or 11.50% less than revised budget.  Power costs were $1.9 million less than anticipated. 

TMWA as a consolidated water utility continues to aggressively manage power expenses. 

Savings on chemicals was $0.5 million due to fewer than anticipated issues with water taste 

and odor. Claims for domestic well mitigation were also lower than anticipated by $0.4 

million.  Depreciation expense was $31.6 million, $1.6 million or 4.93% less than revised 

budget. 

 

Net non-operating revenue and expenses were favorable $3.1 million or 14.85% as 

compared to the revised budget. As part of the 2016 bond refunding, there was a partial 

release of a forward delivery agreement with Bank of America.  Bank of America will no 

longer have to provide a 5.5% interest rate on a portion of our debt reserves balance, so 

they paid TMWA $4.4 million dollars for the release of this commitment. This settlement 

was negotiated by our financial advisors at PFM.  Offsetting were higher interest expenses 

of $0.8 million due to interest expense on 2016 refunding bonds for the last two months of 

FY16 which was not in the revised budget. 

 

Total capital contributions were $23.1 million, $12.0 million or 108.13% greater than 

planned as a result of greater residential construction activity in the service area. This 

includes $5.4 million in developer dedicated infrastructure for the consolidated service 

area. 

 

A Special Item on the statement of changes is an adjustment of $3.1 million for tanks from 

Washoe County Water Utility (WCWU).  Several tanks were not included in the asset 

values received from the County, and a value has been applied to these tanks based on the 

date they were built net of any depreciation that would have been recorded through the 

acquisition date of January 1, 2015.  This adjusts the equity received from the WCWU 

transfer of operations. 
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Spending on capital outlays and construction projects for the fiscal year ended June 30, 

2016 was approximately $50.4 million, $20.1 million less than $70.5 million of capital 

spending projected in the revised budget. This includes the purchase of the Donnor Lake 

water rights for $17.4 million.  The most significant construction project was the North 

Valleys Intertie where construction in FY16 totaled $9.3 million. Construction of the North 

Valleys Intertie was $7 million under budget, and main replacements were $0.3 million 

under budget.  Other projects deferred until FY17 include Stead main replacement phase 2 

for $5.0 million, Double Diamond Well #3 equip $1.0 million, Mesa Park drainage 

improvements $0.8 million and other smaller projects. 

 

Total cash and investments as of June 30, 2016 was approximately $187.0 million of 

which approximately $87.1 million was restricted by bond indenture requirements and 

conditions of the STMGID water utility consolidation. The remaining balance of $99.9 

million was available to pay for future operating and maintenance expenses, construction 

spending, future debt payments, and commercial paper redemptions. Unrestricted cash 

decreased $8.0 million year over year. This was significantly favorable compared to an 

expected decrease in cash in the revised budget of $28.1 million.  As noted above, lower 

than anticipated capital spending of $20.1 million, additional cash received from higher 

developer contributions of $6.2 million, additional cash received as investment income of 

$4.4 million, and higher operating cash flow of $1.2 million, was offset by lower than 

anticipated draws on the DWSRF loan related to the North Valley’s project of $3.8M. 
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