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TO:  Standing Advisory Committee 

THRU: Mark Foree, General Manager 

FROM: Michele Sullivan, Chief Financial Officer 

DATE: June 2, 2016 

SUBJECT: Presentation of the Third Quarter Fiscal Year 2016 Financial Report 

 

 

Summary 

 

TMWA’s financial performance was very positive for the nine months ended March 31, 2016, 

with total operating revenues $0.8M million or 1.2% greater than budget and operational 

spending $3.0 million or 4.6% less than budget. Developer contributions were $3.5 million 

greater than budget. Please refer to Attachment A-1 for budget to actual financial results 

comparisons. When referring to the “budget,” staff is referring to the augmented budget 

approved by the TMWA Board in January 2016. 

 

Cash on hand was $183.7 million, of which $98.2 million was unrestricted.  Please refer to 

Attachment A-2 for more detail related to cash and investment balances. 

 

Discussion  

 

Total operating revenues were $0.8 million or 1.2% greater than the budget. Water sales were $2 

thousand or less than .01% lower than budget, and continue to reflect 2015 conservation levels. 

Hydroelectric power sales were $0.3 million greater than budget. This favorable variance is due 

to better than expected river flows in February and March, offset by loss of capacity at Fleish due 

to issues with the penstock. Other operating sales were $0.5 million or 26.3% greater than budget 

due to increased construction inspection fees from new business activities.  

 

Total spending on operations was $3.0 million, or 4.6% below budget. TMWA personnel have 

done an excellent job managing operating expenses. Spending on wages and salaries was $0.1 

million or 1.0% less than budget. Less spending on employee benefits of $0.5 million or 7.9%, is 

reflective of lower than expected spending on health care benefits. Services and supplies 

spending was $2.4 million or 11.4% less than budget, a notable achievement with control over 

power expenses of $0.9 million being the greatest contributor to this positive spending variance. 

Anticipated use of granulated activated carbon to control taste and odor issues resulting from 

lower and warmer river flows dematerialized and contributed significantly to reduced treatment 

chemical expenses by $0.6 million. In addition less use of other water treatment plant chemicals 

due to greater reliance on groundwater added to the positive spending variance on treatment 

chemicals.  
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Investment income was slightly above budget. Investment returns continue to be at historically 

low levels. As investments mature they are being invested at slightly higher rates due to an 

increasing interest rate environment on the shorter end of the investment yield curve. The 

majority of TMWA’s investment returns range from 0.006% to 5.5% and are laddered in 

maturities in a manner to meet future cash flow requirements. 

  

Interest expense on TMWA’s outstanding debt is virtually on budget. TMWA continues to 

experience very low interest rates with TMWA’s Tax-Exempt Commercial Paper Program 

(TECP). Recent remarketing of outstanding notes have been at slightly higher interest rates 

compared to the first half of FY 2016 increasing from .05% to .48%. The budget anticipated 

higher interest rates on variable rate debt which is beginning to occur after the Federal Reserve 

moved on the discount rate last in December, 2015. The TECP program continues to be a natural 

hedge against lower investment returns and significantly reduces risk associated with changes in 

interest rates. 

 

In total, developer contributions are significantly ahead of budget by a total of $3.5 million. 

Development has been concentrated on limited residential activity and on small commercial 

activities. Construction activity is improving which is very positive since TMWA was never 

reliant on developer fees to meet day to day obligations. 

 

Spending on capital outlays and construction projects was approximately $40.4 million which is 

significantly under the budget of $47.4 million for the first nine months of the fiscal year. 

Purchase of half of Donner Lake from Truckee Carson Irrigation District for $17.4 million was 

the main capital outlay which closed in March, 2016. Other capital spending through the third 

quarter of the fiscal year included $7.0 million for the North Valleys Integration Project which 

will tie in the Fish Springs Ranch importation infrastructure with TMWA’s North Valley’s water 

system infrastructure. $3.6 million was spent on the Arrowcreek/Mt. Rose conjunctive use 

project.  Other construction projects in FY 2016 include drilling and equipping of new 

production wells as well as various distribution system improvements. 

 

Referring to TMWA’s Statement of Net Assets in Attachment A-2, total cash on hand was 

$183.7 million as of March 31, 2016 which is $11.3 million lower than at the beginning of the 

fiscal year. Of this total, $98.2 million was unrestricted to be used for future 

operating/maintenance expenses, principal/interest payments, and for upcoming construction 

projects. TMWA forecasts that the unrestricted treasury at June 30, 2016 to be somewhat lower 

than March 31, 2016 due to a $6 million pay down of commercial paper in May. 

 

The remaining $85.5 million is restricted to pay for scheduled bond principal and interest 

payments, maintaining required reserves as stipulated in TMWA’s bond indentures as well as 

cash reserved for capital improvements to former STMGID infrastructure. 
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