MINUTES OF THE REGULAR MEETING OF THE
KINGSBURY GENERAL IMPROVEMENT DISTRICT BOARD OF TRUSTEES
Tuesday, June 21, 2011
CALL TO ORDER – The meeting was called to order at the Kingsbury General Improvement

District office located at 160 Pineridge Dr., Stateline, Nevada at 6:00p.m.by Chairman Carolyn Treanor

PLEDGE OF ALLEGIANCE – Treanor led the pledge to the flag.

ROLL CALL – Present were Trustees Yanish, Treanor, Darya Vogt, Jodi Nelson and Dr. Norman. Also present were Legal Counsel Scott Brooke, General Manager Cameron McKay, Business & Contracts Manager Michelle Runtzel, Operations Supervisor, Eric Johnson, Jim Norton of Warren Reed Insurance, and Brent Farr of Farr West  Engineering.

PUBLIC COMMENT – There was no public comment.

APPROVAL OF AGENDA 
M-6/21/11-1 – Motion by Vogt, seconded Yanish, and unanimously passed to approve the agenda.

APPROVAL OF CONSENT CALENDAR –

A. Minutes of April 19, 2011, May 19, 2011 and Special Meeting of May 2, 2011.

Minutes for the regular meeting of April 19, 2011, May 19, 2011 and Special Meeting of May 2, 2011 were not available pending transcription.

B. List of Claims

M-6/21/11-2 – Motion by Yanish, seconded Vogt, and unanimously passed to approve Item B:  List of Claims totaling $455,296.53 as presented.

CONSENT CALENDAR ITEMS PULLED FOR DISCUSSION - None
UNFINISHED BUSINESS – None
NEW BUSINESS
Presentation by Jim Norton of Warren Reed Insurance on District Insurance Policy Renewal for Fiscal Year 2011/2012 - Jim Norton gave a presentation on the KGID insurance policy with Pool/Pact. This policy is up for renewal. Norton explained how the Pool assisted KGID with board training and other personnel training classes. Norman asked about catastrophic loss and terrorist events, and questioned how KGID would be paid if such an event should happen. Norton replied that this is a government fund, and they would pay off any claims if we were attacked. 

M-6/21/11-3 – Motion by Nelson, seconded Vogt, and unanimously approved to accept the insurance proposal by Warren Reed Insurance in the amount of $53,096.45 for KGID’s insurance renewal with POOL/PACT, for the fiscal year 2011/2012.

Award a construction contract for the 201 Waterline Replacement Project - Ms. Runtzel proposed to award a construction contract in the amount of $498,443.00 to Herback General Engineering, LLC for the 2011 Waterline Replacement Project which includes: Bonnie Court, Bonnie Drive and Jack Circle, and authorization to sign contract documents, and approve change orders up to a 15% contingency or $74,766.45.

Farr West provided a recommendation letter, and has completed a reference check and license verification for Herback.  There were a total of eight contractors who bid the project and it was very competitive. Of those, four were within $30,000 of each other. The Board approved an increase in budget at their May 19, 2011 meeting based on an updated engineer estimate due to increased costs for pipeline, materials, and fuel. Herback dropped price of pipeline from $100 to $60 per linear foot and bid the job at $498,443, well within the project budget. The price of PVC has stabilized. Prices for Construction on the project for full-time inspectors will be provided by Farr West. Approximately $72,000 in excess funds from the project will be reallocated to another project.  Ms. Runtzel stated that the contractor will be penalized with damages for each day over deadline.

Public Hearing on Water Rate Increase - The proposed water rate increase is intended to move the district towards balancing the budget by providing coverage for existing and new debt service, capital improvements, operation and maintenance expenses.  The proposed rate increase of $2/mo or 3.18% will provide approximately $103k additional revenues towards the cash reserves for future capital improvement/replacement projects. 

Staff completed the proposed Tentative Budget for the fiscal year 2011/2012. A water rate increase of $2/month for flat rate customers and 3.07% increase for existing metered customers are recommended.   The following table summarizes the projections for FY11/12 including capital expenditures.  
	Water Fund
	Actual 9/10
	Budget 10/11
	Projected 10/11
	Budget 11/12

	Revenues
	4,290,691
	3,592,477
	3,267,465
	3,200,880

	Salary
	490,653
	509,285
	509,506
	501,200

	Benefits
	239,963
	242,686
	222,032
	241,533

	Operating Exp
	766,153
	848,901
	647,446
	713,995

	Capital Outlay
	3,018,822
	5,744,914
	3,217,704
	3,465,446

	Debt Service
	512,566
	758,719
	748,921
	824,961

	Cash Flow Adj
	1,102,057
	3,842,220
	2,750,814
	1,540,556

	Net Inc/(Dec)
	364,590
	(669,809)
	672,669
	(1,005,699)

	Ending Cash Balance
	4,063,993
	2,509,751
	4,736,663
	3,770,964


If the proposed water rate increase is adopted, the Water Fund will still have a deficit of $69,182 to fully fund depreciation expense of $760,000.  The District is planning on charging all customers on a metered rate beginning April 1, 2012.  This increase will bring the monthly flat rate customers’ water bills to $67.00 per month.  All metered usage bills will increase by the same 3.07%. For purposes of this budget we used the proposed metered rate of $53/mo for fixed costs and $2/1000 gallons for all residential water usage beginning April 2012. We assumed a 20% reduction in average usage for this last quarter of the fiscal year in anticipation that customers will be more conservative with their water use.  Until we have more data on usage patterns, water revenues are difficult to predict.  If the board chooses not to adopt the proposed rate increase, the water fund will show a deficit of $172,121.

The major drivers of water rate increases are debt service, capital, system replacement (depreciation), and reserve funding. All of theses reserve funds are necessary to maintain the operation and financial stability of an enterprise fund.

 
As with any utility rate, operation costs will be driven by inflation and regulatory mandates. System replacement (depreciation) funding is needed to replace existing infrastructure as it fails, without accumulating additional debt. Without funding depreciation, the infrastructure will wear out to the point where we would have to replace it without the funds to do so. This would result in borrowing more money to replace the needed areas causing the debt service costs to increase significantly. 

Debt service has increased due to us using the remaining portion of the State Revolving Funds loan to match the grant funds from the Lake Tahoe Partnership to replace and upsize older water lines. The grant funding for these water line replacements does have a "use by" date. If we do not use this money, it goes back to the government. While this does increase our debt load, it does cut down on our overall waterline replacement costs. 

The water rates were increased in 2010 by $2.00 per month, so this is the second increase in 2 years. Compared to other water systems in the immediate area, KGID still has one of the lowest water rates. With this proposed increase, the flat rate will be $67.00 per month.
For example: 

· Cave Rock 
$202.46 per month

· Skyland
$114.23 per month

· Zephyr Cove
$79.95 per month

The above monthly costs are based on a ¾ in service line. There is no usage rate established for Douglas County Systems at this time. 

Failure to implement this slight increase in water rates now will have a radical impact on the water fund. KGID simply cannot continue to operate in a manner in which we do not look to the future and plan for repairs and maintenance of our infrastructure. It is inevitable that these rate hikes will come and if not raised now the loss of revenue will have to be accounted for in the new metered rates when they come into effect. 

Treanor opened the public hearing at 6:25

Public Comment: William Todd, Pyramid Court in Lake Village, NV.  What progress has been made between the various districts to share, integrate, consolidate, and reduce overhead, share employees?  McKay – There has been some discussion regarding consolidation with smaller districts because they feel they are being treated unfairly and could be run better by KGID.  However, financially this is not a viable solution especially with the loss of grant funding.  Chairman Treanor stated that twenty five to thirty years ago there was no reserve fund to repair/replace infrastructure.  Ms. Runtzel added that consolidation posed its own problems with infrastructure (water treatment, etc.).  Other reasons for the rate hike include:  Projected revenue decrease of 2% and though expenditures are projected to decrease by approximately 7%, increases in the areas of gas and electric: 11%, as well as vehicle expense:  25% are expected.

Mr. Todd:  Does the District have the authority to make special assessments to ratepayers? 

McKay:  Yes, however the last special assessment was in the late 1980s.  

Chairman Treanor queried:  When KGID’s new water rates go into effect, will a person who pays an annual bill be given a discount?  McKay:  This is currently not known. When the new metered rates go into effect, it will also require an ordinance change.  

M-6/21/11- 4 – Motion by Nelson, seconded Vogt, and unanimously passed to approve water rate increase of $2.00 (3.07%) per month as of July 1, 2011.
Public Hearing on Revised Personnel Policy - Mr. McKay presented a draft of the 2011 KGID Personnel Policy Manual for review and discussion.  KGID has not had a revision to its personnel policy manual since 2002.  Treanor and Ms. Runtzel suggested that employees have the opportunity to review the draft personnel and comment.  Once the personnel policy manual is approved, each employee will have to acknowledge that they have received and read the manual.  This is for the District’s protection, as well as the employee.  Trustee Treanor reiterated that personnel policy should not be dictated by employees. 

Suggest personnel policy be visited at least every six months.  If drug policy is approved, KGID can begin random drug testing on all employees.  Commercial drivers are already randomly drug tested. Compensation for time while on travel was brought up by employees, however this is covered by Federal LaborLaws.  Ms. Runtzel stated that drug testing was a sticking point several years ago with the Union.

M-6/21/11-5 – Motion by Yanish, seconded by Nelson and unanimously passed to approve revised personnel policy.

Extension of Compliance Date for Property Owners of 226 & 229 Eagles Heaven to Change Water Meter Requirements for Said Properties - This is an ongoing item.  The latest round started in 2005 and still has no resolution.  In November 2010, the Board agreed to postpone the meter installation until June 1, 2011.  The matter was subsequently scheduled for review at this meeting. 

There was consensus that more facts are needed on the condition of the pipe.  There will not be sufficient cost involved if KGID needs to go to litigation.  Public access is not an issue.

M-6/21/11-6 - Motion by Norman, seconded by Nelson and unanimously passed to extend requirements for water meters until July 19 Board of Trustees meeting.

Board Reports – None
Staff Reports

General Manager Report

The GM reported that the water and sewer entities in the Tahoe Basin were meeting with the TRPA to standardize the existing MOUs with the TRPA. He stated that ESE had not submitted anything to Douglas County on the operations yard yet. McKay explained how the sewer main in Lake Village was broken by a contractor. 
Business & Contracts Manager Report
Ms. Runtzel provided an update on the Meter Installation Project:  Approximately 200 internal meters and 75 to 90 external meters have been installed to date.  The project as a whole is going well.  Mr. McKay will look into obtaining part-time help to assist with minute’s transcription.
Ms. Runtzel briefly discussed a labor issue.  The labor commissioner ruled in KGID’s favor and awarded $2,500 for time and effort.  Ruling may be contested by employer. Quaking Aspen should be a three-week project. Chairman Treanor stated that the Metering Project is logistically the largest project KGID has ever attempted.  Dr. Norman thanked Ms. Runtzel for all her effort.

Operations Report
Johnson described the way street sweeping was prioritized.
Johnson described how the vactor trucks are used. 
He also explained how the pressure regulators work within the system. 
Attorney Report - Provided brief update on the Schilling litigation.  He also stated that he had drafted a document to give to Tom Hall regarding the Sievers ownership of the station #4 property.  
Engineer’s Report - Provided clarification of LT2 Project and their plan to visit NTPUD to view their UV treatment operation.  

Correspondence – McKay stated that SB271, the TRPA bill had been signed by Governor Sandoval. 
Adjournment to Closed Session Pursuant to NRS 288.220 to Discuss Labor/Management Issues

M-6/21/11-7 – Motion by Yanish, seconded by Vogt and unanimously approved the meeting was adjourned to the closed session at 8:08 p.m.
Return to Open Session

M-6/19/11-8 – Motion by Norman, seconded by Nelson and unanimously passed to adjourn the closed session and return to the regular meeting at 8:20 p.m.
Discussion and possible action on labor/management issues – No action
Adjournment
M-6-21/11-9 – Motion by Vogt, seconded by Norman the meeting was adjourned at 8:21 p.m.


Respectfully submitted,

________________________________








Carolyn Treanor –Chairman 

Attest:

____________________________

Jodie Nelson, Secretary













PAGE  
3
KGID Board meeting minutes 6/21/11


