Planning ● Management ● Engineering
P.O. Box 123 ● Port Orchard, WA 98366 ● 1-888-881-0958
March 23, 2016
Trails End Water District
C/O Joe Morris
PO Box #850
Belfair, WA 98528

Subject: Trails End Water District Rate Study
We have completed a review of the asset condition and operational expenses associated with the Trails
End Water District for the purpose of determining a rate structure capable of covering operational costs
while building sufficient reserves to cover future capital improvement and replacement costs. The ideal
rate structure for Trails End Water District is a base rate sufficient to cover demand independent costs,
coupled with consumption based increasing tier rates for covering demand dependent costs. At this time
there are insufficient service meter records to set such a rate structure due to the risk of either significantly
under funding the water district or significantly over charging customers. For this reason Northwest
Water recommends a tiered structure with a high base rate and low tiered rates for at least one to three
years. The high base rate provides the water district with sufficient income to cover operational expenses
and partially fund reserves. The tiered rate provides additional funding of reserves while familiarizing
customers with a tiered rate structure and encouraging conservation by penalizing excessively high water
usage. The recommend monthly rates are:

Base Rate
Tier 1
Tier 2
Tier 3

$38.65 ( 0 – 600 cf)
$0.008 / cf (600 – 1,200 cf)
$0.016 / cf (1,200 – 1,800 cf)
$0.032 / cf (above 1,800 cf)

After one to three years’ operating under the proposed rate structure there will be sufficient service meter
data to reliably set a more appropriate tiered rate. It is anticipated that the rate per cubic foot be increased
until the water system is able to cover all operational costs while funding reserves at the rates
recommended by this report. This adjustment should ultimately result in approximately 60% of district
income deriving from the base rate and 40% from the tiered rates, as recommended by the rate study.
Review of service meter data and updating of the tiered rates could be performed by either Trails End
management or by Northwest Water in a couple of hours; there will be no need for a new rate study.
After this adjustment it is recommended that the rate structure be reviewed and all rates increased by the
rate of inflation (nominally 3%) each year. If reserves are increasing significantly faster or slower than the
rate predicted in this rate study, rates should be adjusted accordingly. Otherwise, it is recommended that
the next rate study be performed in 6 years’ time per DOH guidelines.
Sincerely,

Doug Piehl, P.E.
Northwest Water Systems
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Trails End Water District Rate Study
1.0 Overview
This report has been prepared by Northwest Water Systems in order to estimate the system costs
and revenue that will be required to maintain the Trails End Water District over the long term.
The report finds that an annual per customer water rate of approximately $45 per month over the
next 6 years will be necessary to meet its obligations.
This water rate will provide sufficient capital to: (1) meet the day to day operations expenses, (2)
repay a loan obligation to the Drinking Water State Revolving Fund (DWSRF), and (3) build
significant financial reserves and pre-emptively replace critical system infrastructure prior to
catastrophic failure. The annual DWSRF loan repayment will be complete in two years and will
result in a 9% reduction in system costs. The recommended individual water rate is broken down
in the table below (loan repayment is excluded, as it pertains only to 2016 and 2017).
Monthly Costs Breakdown per Customer
2016 Budget Component Monthly % of Budget
Operations and Maintenance
$19.65 44%
General Administration
$6.48 14%
Reserve Payments
$18.75 42%
Total
$44.88 100%
This analysis is based on 209 residential connections and 14 recreational connections, and
expenses as shown in the included budget sheet. A monthly rate of $45 is on the lower end of
the typical $40 to $60 per month most systems are paying now according to statistics collected
by the EPA.
2.0 System Description
The Trails End Water District is a public water system serving the Trails End Lake Community.
The water system service area includes 368 tax parcels, and currently consists of 209 full time
residential connections and 14 recreational connections.
The following report evaluates the water district’s current and future operating costs along with a
proposed rate structure. The culmination of this report is a series of recommendations to
adequately fund the water district operational and capital costs without imposing an undue
burden on customers.
This evaluation utilizes system maps, usage data, annual budgets, and engineering reports
provided by the water district. Onsite evaluation of facilities and discussions with system
representatives were also used as a part of this evaluation. Some irregularities and gaps in data
were identified during the development of this report, principally the lack any records stemming
from the tenure of the previous district manager; however, available data was determined
adequate for the purposes of this report. Equipment values listed in the report are approximations
and should not be used in place of work estimates provided by contractors, or engineering
estimates based on preliminary engineering reports.
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2.1 Current Revenue and Expenses
Over the past decade little attention was given to maintenance or improvement of the water
system, creating a back log of maintenance related expenses. At the same time, meter reading
was not performed, and the flat rate billing that did take place was apparently arbitrary, with only
about 40% of customers receiving or paying a monthly bill. This has had the effect of reducing
capital reserves, as well as generating customer expectations of free or low cost water. Due to the
efforts of the current commissioners the water system has been salvaged and is now in relatively
good condition; and at this time has approximately $250,000 in reserves. Many improvements
have been made and overdue maintenance performed, however, several large capital replacement
projects loom on the horizon. The current rate structure is not sustainable and will not support
the system as these replacements become necessary. Therefore it is the desire of the water district
that rates are set at a level capable of sustaining the water system into the future without
overburdening the community.
3.0 Assumptions
A number of assumptions are necessary in preparing a projection on which rates and capital
improvements can be assessed. The two most critical assumptions are interest and inflation. It is
assumed that inflation will average 3%, as has been historically recorded in the "Consumer Price
Index" (CPI). This introduces some error because water systems are comprised primarily of
items that may not follow the CPI. It is nevertheless the best assumption that is available and is
therefore used. It is hoped that capital reserves will be placed in interest bearing savings
instruments (investments) that will exceed inflation; however, as a public agency very few
instruments of investment are available, so no rate of return on capital reserves is assumed in the
calculations.
The Washington State Department of Health recommends that water systems use a 6 year
planning cycle. This budget should be effective for your community over the next 6 years; we
recommend reassessing this analysis after that period to account for changes in legislative
requirements, operational costs, and inflation.
The analysis is only as good as the assumptions inherent in it. Briefly summarizing the above
assumptions, this model is based on:





Inflation holding steady at a rate of 3%
Operations and maintenance, equipment etc. will follow inflation at 3%. Regulatory fees
are assumed to grow by 5%.
Life span and replacement periods for equipment are listed in the appendices.
The system will re-evaluate its financial condition every year and make adjustments for
actual O&M expenses as appropriate.

It is recommended that the system repeat this type of financial analysis every 6 years in
accordance with DOH guidelines.
It is critical that rates are adjusted to compensate for variation in operations and maintenance and
actual inflation. The life span of equipment can vary greatly even from the same supplier and
under similar operational and maintenance conditions. Also, the impact of inflation and changes
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in the base prices of materials is difficult to project over long periods of time. For this reason,
projections of future reserves are done in “present worth” or 2016 dollars. This will give Trails
End Water District the ability to convert the value of future investment portfolios into a constant
value basis to assess the state of their reserves in the future.
4.0 Asset Inventory
The Trails End Water District is comprised of two drilled wells which pump directly to a
129,000 gallon concrete reservoir that provides pressurization for the majority of the system. A
small booster station provides pressurization for an upper pressure zone. The development of the
asset inventory required that all available maps, drawings, and other document be collected, and
an onsite tour of the existing infrastructure be completed. The result of this information gathering
allowed for a listing of all the significant assets in the water district. The asset inventory includes
the quantity, size, estimated age, and condition of each asset. They also contain an approximate
current cost, life expectancy, and future cost for replacement. The cost of replacement is then
divided by the predicted remaining life to determine the yearly cost of replacement of assets and
the monthly cost per connection. These values are used in later budgetary analysis.
Of the four Trails End Water District sources, both S01 and S02 have been decommissioned. S03
is currently the only well in production, with S04 completed and set to come online in April of
2016. Well source #3 is a 393 foot 8 inch well built in 1993 with a production rate of 225 gpm.
S03 is equipped with a 30 hp submersible well pump controlled using a variable frequency drive
(VFD), both installed in 2009. A 20 kW liquid propane generator installed in 2001 provides
backup power to S03. S04 was completed in 2015, and is a 397 foot deep 8 inch well with a
production capacity of 166 gpm. Two 10 hp submersible well pumps were installed in S04 in
2016 and are controlled by VFD.
Maximum daily demand (MDD) is estimated at 180,000 gallons per day based on the 1998 WSP
and current number of connections. Once SO4 comes online later this year MDD can be
provided with only one well operating at 75% capacity. The system provides redundancy with its
two wells, each capable of individually supplying maximum day demand, as well as three total
well pumps and a backup generator. Because of this redundancy source production is not deemed
the most critical element in the water system.
The 129,000 gallon reservoir is believed to have been constructed in 1969. In spite of its age the
reservoir has no know problems and appears to be in relatively good condition. An internal fill
pipe was added relatively recently in order to reduce stratification and stagnation. Chlorination
has not been necessary to date. Replacement of the reservoir is likely to be one of the District’s
largest capital expenses and would be tremendously detrimental to the system if replacement
were required before sufficient funds were available to accomplish this. Though the reservoir
does appear to be in good condition and may last for many more years, it is advisable that the
district capital replacement program begins building up reserves sufficient for its eventual
replacement.
The upper pressure zone is pressurized by three booster pumps. The lead 1 hp booster pump
appears to be recently replaced and is in excellent condition. The two 2 hp lag booster pumps are
also relatively new and are in good condition. A 7 kW liquid propane generator installed in 2001
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provides backup power to the booster station. The booster station is not considered a critical
element of the water system due to the redundancy of multiple pumps, a backup generator, and
the ability of the reservoir to supply water to the upper pressure zone without the use of the
booster station if necessary, as was formerly the case.
The distribution system consists of approximately 10,760 feet of 4” asbestos cement line
believed to have been installed in the 1960s, 70 feet of 6” PVC line installed in 1993, and 3,080
feet of 8” PVC line installed in 2001. There are additional spur sections of the distribution
system consisting of 1,720 feet of 2” line and 6,800 feet of 3” line of various age and
construction, some possibly dating back prior to the 1960s. Replacement of the entire 4” asbestos
cement loop around the lake with 6” PVC is planned to occur starting in the next several years
and is identified as a near term capital improvement. The distribution system is equipped with a
number of gate valves of varying sizes, as well as blow offs, air release valves, and fire hydrants.
Service meters are installed for all but 2 of the current 223 connections and are of various ages
and conditions; there are currently 8 service meters needing replacement.
Additional system facilities include a pump house constructed in 1995, and a booster station
building constructed in 2001, as well as well head enclosures. Both buildings are cement block
construction and are in good condition. With the exception of the composite roofing and minor
maintenance the buildings can be expected to last for many decades.
4.1 Capital improvements
The Trails End Water District is well built, so few capital improvements are planned in the
immediate future. Past obligations consist of SRF loan repayment, which is estimated at $13,700
per year and will be fully paid off in 2017. A number of small to medium capital improvements
have recently been completed and were payed for out of system income. Ongoing improvements
include development of S04, which is nearly complete; an estimated additional $7,000 is needed
to bring the source online. Completion of electrical upgrades to the well pump building are
projected at $2,000, and will include an automatic power transfer switch for the backup generator
and wiring to run S04 off of the backup generator. A utility storage shed is planned to be
constructed in 2016 at an estimated cost of $15,000.
Fire flow cannot currently be provided in the Trails End Water District service are due to
distribution system constraints. The District anticipates the eventual replacement of the existing
4” water main loop with a 6” main capable of supplying fire flow. Replacement of the
4”distribution main loop is a major capital improvement project, with expected cost of
replacement of the entire 10,760 feet of 4” AC with 6” PVC estimated at approximately
$700,000 in 2016 dollars. It is recommended that an evaluation of the existing 4” asbestos
cement pipe be performed to provide a better estimated timeline to follow in its replacement. The
evaluation would consist of a soils review and a water corrosivity review.
Given the size of the capital expense involved in replacement of the 4” AC loop, replacement
must be done in small sections as reserves are accrued, or must be done based on a loan from the
State Revolving Fund (SRF) or the USDA. SRF loans generally have a much lower rate of
interest as compared to USDA loans, making an SRF loan much more economical given the size
and duration of a distribution system replacement loan. Unfortunately, SRF loans are
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competitive, and distribution projects have the least likelihood of all projects of securing
funding. Reservoir replacement is much more likely to secure an SRF loan, and is the next major
capital expense expected after the distribution loop replacement. It may be possible to perform
the distribution loop replacement “out of pocket” as funds become available, relying on an SRF
loan to pay for reservoir replacement when this becomes necessary. An additional source of
funding is the Public Works Trust Fund (PWTF). The PWTF has been defunded and is not
currently available for funding infrastructure projects; however, it is likely to be reinstated in the
future.
Capital Improvements Schedule
Capital Improvement Project Projected Cost Projected Date
Completion of S04
$7,000.00
Apr‐16
Well Pump Building Electrical Upgrade Completion
$2,000.00
Apr‐16
Utility Storage Shed
$15,000.00
2016
Replacement of 4" AC distribution main with 6" PVC
$700,000.00
2019‐2039

4.2 Reserve Recommendations
Washington State Department of Health (DOH) most recent guidance advises systems to plan for
capital replacements using the concept of “short lived” and “long lived” assets. Short lived assets
will often be smaller valued items that are replaced with enough frequency that they are not done
in discrete projects. A good example of a short lived asset is the community’s 223 service
meters. Over time, these meters will likely be replaced at a fairly continuous pace of 4 to 8
meters per year, depending on actual life observed. Examples of long lived assets are reservoirs,
waterlines and wells; these items are generally replaced in large single projects which are usually
sent out to bid. As the price associated with these projects is usually much greater than typical
system operations, it is critical that reserve funds are set aside for these items.
Actual reserve levels will vary a great deal depending on what inflation does in the future.
Assuming a 3% inflation rate over the next 80 years, the community’s next SO4 well
replacement will likely cost over $265,000 dollars. If that number turns out to be 4%, that same
project will be over $473,000. That is why it is critical to re-evaluate periodically, and to adjust
for inflation. The 3% inflation rate that was assumed in the budget sheets was chosen because
that is the published rate that the Federal Reserve policy makers have selected as their preferred
rate. In addition, 3% is close to the average rate of inflation over the past 50 years.
An asset inventory analysis was conducted for the Trails End Water District, which identified a
recommended annual contribution to long lived asset reserves of $48,600. This analysis assumes
that the replacement of the 4” loop of the distribution system is performed in stages, and that the
reservoir replacement is financed using an SRF loan. In addition to long lived asset reserves, an
emergency reserve of $50,000 and a short lived asset reserve of $6,500 are recommended, as
well as an operating reserve of 1/8th total annual operational costs (nominally $9,000). All
reserve balances and contributions should be indexed to inflation.
4.3 Operating Expenses
Operating expenses represent the largest ongoing cost to the water system. Operating expense
estimates in this report are based primarily on records and past budgets, with calculations based
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on assumptions where needed. The water system is not expected to experience rapid growth or
changes in water usage, and planned capital improvements are not expected to significantly
impact ongoing operational expenses. It is therefore safe to assume that most operational
expenses will remain relatively unchanged over the next 6 years when indexed to inflation.
The largest contribution to overall operations and maintenance expenses are labor and electricity.
The system fell into disrepair during the tenure of the previous manager, which has resulted in
higher labor costs as overdue maintenance has been completed. Labor spent in meter reading,
source checks, and minor maintenance is relatively constant, with ongoing reductions in
maintenance labor as the system condition continues to improve over time and as aging sections
of the distribution system are replaced. Labor required for capital improvement or equipment
replacement projects is included in those respective costs and is not part of the operations and
maintenance budget. Electrical usage is generally proportional to water usage and is expected to
remain relatively constant on a yearly basis. With a graduated rate structure, any change in water
use is correlated to a change in customer billing commensurate with the resultant change in
electrical usage.
4.4 Water Service Demographics
Trails End Water District is obligated to provide water to all 368 tax parcels within its service
area, and is currently approved for 209 connections. There are currently 209 full time
connections and 14 recreational connections, for a total of 233. This is being rectified by
eliminating a number of connections which are vacant and have had no usage in the past 3 years.
The addition of S04 also provides the capacity required to request additional connections. A
capacity analysis will be needed for approval of additional connections, and will be performed as
part of a Comprehensive Plan; a Comprehensive plan has been budgeted under engineering costs
for 2017.
The District consists of primarily permanent single family residences at this time, with seasonal
residents making up less than 10% of customers and accounting for only a small fraction of
water usage. It is considered that both seasonal and permanent connections use a similar amount
of water during the summer months but that consumption by seasonal connections during the
winter months is very low.
The Trails End community is made up almost exclusively of middle income and lower middle
income households, with upper and lower income households making up only an estimated 10%
and 5% of community households respectively. Approximately 60 % of residents are in the 65+
age bracket, with 35% in the 30-65 year age bracket and only 5% in the 30 and younger bracket.
Because a large percentage of the community consists of retiaries, community income is
expected to be relatively stable, but with little flexibility to absorb increased costs of services.
Water system rates must be set high enough to maintain the system; however a graduated rate
structure gives residents greater control over the amount they are personally paying for their
water service by allowing them to reduce their water bills though reducing their consumption.
For this reason Northwest Water recommends a graduated rate structure with a low base fee
when such a rate structure becomes practical.
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5.0 Recommended Water Rates and Structure
Trails End Water District desires to fund all projects through monthly water rates; for this reason
no special assessments are planned. Initial connection fees are recommended to be maintained at
the current rate of $4,200 per connection. This amount is sufficient to cover costs of meter
installation and line extension where necessary, as well as contributing towards existing system
equity (calculated at $2,915 per connection) and costs associated with increasing system
capacity.
An ideal rate structure would derive non-demand related costs from a base fee, and demand
related costs from tiered usage rate fees. Per the Monthly Costs Breakdown per Customer table
in section 1.0, operations and maintenance make up 44% of system costs, general administration
14%, and reserve funding 42%. There is currently a debt repayment component (about 9% of
overall costs), however after debt repayment is complete in 2017 this component will be
eliminated. General administration is entirely a demand independent cost. Operations and
maintenance costs, as well as reserve payments to capital replacement and improvements have a
complex breakdown between demand independent and dependent costs, but may be considered
roughly 50% of each. This gives an overall breakdown of approximately 60% demand
independent costs, and 40% demand dependent costs, which is typical of most water systems.
There are currently insufficient records to allow for setting rates based heavily on consumption.
For this reason, it is recommended that for the next on to three years the District charge a
relatively high base rate that is sufficient to meet operating obligations, while providing a
relatively generous base volume of water for that base fee. An inclining block metered rate
should be implemented as an excessive use charge for encouragement of conservation, as well as
to transition residents from a fixed rate structure to a tiered rate structure. The purpose of the
overage charge will be to provide a financial incentive for homeowners to fix private plumbing
problems and to prevent the malicious waste of water. It will further ensure that any truly
excessive usage is charged a fee for that consumption. It is recommended that rates be reevaluated one two three years after implementation of this proposed rate schedule. Sufficient
service meter records will have been accumulated by that time to allow for a reduction of the
base rate fee and implementation of a sound tiered rate schedule capable of supporting the
system in the decades to come.
Per the monthly costs per customer table below, average revenue per connection over the next 6
years must be about $45 per month in order to cover operating costs and provide a sufficient
reserve for capital expenses. Of this revenue, about $26 per month is required for administration,
operations, and maintenance, and about $19 per month for building capital replacement and
improvement reserves. A base rate of $38.65 per month would cover all operating costs and
would also cover one half of the recommended reserve contributions. Due to the lack of records
(specifically summer data) there is no certainty as to the revenue that will be generated by tiered
rates; service meter records from February 2016 show an expected tiered rate income of $8,350
per year at the recommended tariff rates. However, the base rate is sufficient so that even if no
revenue is generated by tiered rates before the re-evaluation the water system would be able to
support all operating expenses, and would suffer only a slightly reduced rate of growth in its
reserves.
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Monthly costs per customer*
Year
Operations and
Maintenance
DWSRF Loan
Repayment
General
Administration
Replacement Reserve
Total

2016

2017

2018

2019

2020

2021

$19.65

$19.21

$16.82

$20.17

$17.03

$18.56

$5.29

$5.29

-

-

-

-

$6.48
$18.75
$50.17

$4.72
$19.89
$49.11

$4.86
$20.47
$42.15

$5.01
$21.08
$46.26

$5.16
$21.72
$43.90

$5.31
$22.37
$46.24

Average

$46.31

*Breakdown of projected monthly costs per customer including loan payments for the 6 year budget period.

The Trails End community consists of primarily small households without large areas of
irrigated landscaping. Based on community demographics and available source meter records,
average system wide usage is 260 cubic feet per connection per month. This is significantly
lower than average use in western Washington, which is about 800 cubic feet per household per
month. A base usage allowance of up to 600 cubic feet per month would provide a very
reasonable amount of water and should be more than sufficient for the majority of the
community’s households.
Users consuming 600 to 1200 cubic feet per month are considered moderately heavy users. This
is indicative of larger households, heavier than average shower or laundry use, or moderate
outdoor irrigation. Higher water demands require increased capacity and storage, as well as
associated higher rates of equipment wear and electrical use. In addition to the base rate, a
modest tier 1 rate of $0.008 per cubic foot for usage over 600 cubic feet per month up to 1200
cubic feet per month helps to cover these costs, and also provides some incentive for
conservation.
Those users consuming 1200 to 1800 cubic feet per month are considered heavy users. Use in
this range indicates significant outdoor watering, very high indoor use, or leakage. In addition to
the base rate and tier 1 rate charged for usage up to 1,200 cubic feet per month, a tier 2 rate of
$0.16 per cubic foot is recommended for usage over 1200 cubic feet per month up to 1800 cubic
feet per month. Those users consuming more than 1,800 cubic feet per month should be assessed
an excessive use fee of $0.32 per cubic foot for monthly usage above 1,800 cubic feet. This
would give property owners financial incentive to keep their plumbing in order and invest in
water saving equipment and practices. Trails End Water District may consider providing a one
time “forgiveness” policy for people who have leaks but who correct them in a timely manner.
This would further encourage people to be proactive about maintaining their household
plumbing.

Base Rate
Tier 1
Tier 2
Tier 3

Rate Structure
$38.65 ( 0 – 600 cf)
$0.008 / cf (600 – 1,200 cf)
$0.016 / cf (1,200 – 1,800 cf)
$0.032 / cf (above 1,800 cf)
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The proposed rate structure for the following one to three years is shown in the table above. A
breakdown of the average monthly revenue this rate will generate per customer is shown in the
table below. After one to three years of service meter data has been collected, the system may
find it appropriate to increasingly rely on the multi-tiered rate, with a smaller base fee and
volume allotment and gradually rising charges for per-unit costs. An annual evaluation of
operations and maintenance costs is advisable, using annual audit reports as a source of data
would make this a relatively simple task.
Average Monthly Revenue per customer
Year
2016
2017
2018
2019
2020
2021
$38.65
$39.81
$41.00
$42.23
$43.50
$44.81
Base Rate
Recreational Rate $18.83 $19.39 $19.97 $20.57 $21.19 $21.82
$3.21
$3.31
$3.41
$3.51
$3.62
Tiered Rate Average $3.12
$40.56
$41.77
$43.03
$44.32
$45.65
$47.02
Total

The capital reserves should be re-evaluated periodically to verify that they are growing
adequately and to permit changes to the rates if they are found to be insufficient or excessive.
With the current number of 209 full time connections, each $1.00 change in base rate results in a
$2,500 change in annual income. A common question asked at sanitary surveys is whether the
system has recently evaluated its capital reserves; therefore, we recommend performing these
capital improvement evaluations in the months prior to sanitary surveys, which occur on either 3
or 5 year cycles at the discretion of the Department of Health.
6.0 Recommendations
The community’s Water System Plan (WSP) was approved in 1999. Current regulations require
water districts submit a “Comprehensive Plan” per RCW 57.16 which is generally considered
“current” for 6 years. A WSP and Comprehensive plan are similar in that they both examine
present and future needs of the system, the ability to supply these needs, ability to distribute
these needs, and identify means of funding the requisite improvements or replacements for
meeting these needs. They differ in that a WSP is required to be submitted to the DOH when a
system experiences significant problems, or when the system applies for expansion. The
Comprehensive plan is required for specifically water Districts before proposed improvements
can be undertaken or financing is taken on. We recommend that Trails End Water District
prepare an updated Comprehensive Plan and use that as a central location to maintain the system
records as well as the planning document to be submitted to DOH for planned projects and if an
expansion is to be requested. If Northwest Water is tasked with preparing the Comprehensive
Plan within the next year or so there will be significant overlap with this rate study, reducing the
effort and expected cost of a Comprehensive Plan to about $9,000. As time passes the rate study
may not be up to date, requiring greater effort in preparing a Comprehensive plan and an
associated higher cost of $12,000 to $13,000. We have allocated $9,000 in the District’s 2017
budget for the preparation of a Comprehensive Plan.
The District currently has its funds held by the Mason County Treasurer, receiving a negligible
rate of return. Because the District is projected to maintain sizable reserves, a more acceptable
rate of return would generate significant revenue. Long term assets such as the water revenue and
reserve maintenance accounts are expected to carry high balances and to experience no
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withdrawals for months or years at a time. This makes these accounts ideal for higher rate of
return investments requiring moderate to long term commitments. A long range reserve balance
of $250,000 earning 1.75% annually would theoretically generate $4,375 per year, equivalent to
$2.00 per customer each month. Acceptable investment vehicles include certificates of deposit
and possibly exchange accounts or state regulated investment accounts if the district is allowed
to participate in this type of investment. Assets which require more frequent use may be invested
in bank accounts or with the county treasure, and will provided a lower rate of return but with
significant flexibility. We recommend that District reserves always be held in guaranteed
investment vehicles as any level of risk is unacceptable for a public agency.
If the district is not able to participate in any investments types capable of providing a rate of
return equal to or exceeding the rate of inflation, any large reserves will essentially devalue every
year by the difference between the rate of return earned and the rate of inflation. In this case it
may be in the District’s best interest to finance large projects through loans when possible in
order to avoid this devaluation.
It is recommended that some of the higher value expenses on the budget be further clarified as
possible. For instance, salaries are the single largest expense; it would be helpful to break this
down into sub categories to better manage costs. Applicable categories could be meter reading,
maintenance, billing, etc.
7.0 Report Preparation
Northwest Water Systems, Inc.
P.O. Box 123
Port Orchard, WA 98366
(360) 876-0958
Report Prepared By:

_______________________________
Doug Piehl, P.E.

