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Upon entering office last December, the new BWD board members learned that 
the previous board and its general manager had: 

(a) spent about $5,700,000 of the $6,500,000 in cash that the District had 
accumulated over the past 20 years; 

(b) obligated the District to pay another $660,000 by June 30, 2011; 

(c) in the few weeks before the new members took office, promised to 
obligate an additional $7,500,000 in District revenues from ratepayers’ 
payments for water and sewer services over the next 30-years. 

As a result of these actions, the District now faces a cash crunch because its 
operations do not presently generate enough money to cover these 
expenditures and potential obligations.

The new board also learned that, because of its financial situation, the District 
can no longer borrow money for capital improvements. This is a serious situation 
and must be addressed immediately.

The longer it takes to correct the District’s cash flow imbalance, the longer it will 
take to regain creditworthiness and ability to borrow.

The new board has acted swiftly to assess damage to the District’s financial 
condition, improve the cash flow situation, and retain appropriate financial, 
legal, accounting, and engineering advisors to develop a comprehensive plan 
to correct the District’s critical financial situation.  While this work proceeds, 
preliminary results from the board’s Due Diligence Committee suggest that:

a) The District no longer has adequate reserves for emergencies and unforeseen 
events.  The Committee believes that it is prudent and necessary to accumulate 
adequate reserves for such contingencies as quickly as possible.

b) The current financial situation is not something that the District can solve by 
cutting expenses. It is therefore prudent to explore ways of raising revenue to 
restore essential reserves, and to fund capital projects necessary to prevent 
frequent, prolonged and unplanned service interruptions. Additional capital is 
also required to address the basin’s overdraft. 

c) There is a significant probability that in order to meet the needs of the 
community for water there will be a rate increase.
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