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Introduction

A strategic plan (Plan) is a top level planning document for an organization to set
clear direction over all operational aspects of its overall mission. It serves as a
framework for public agency decision making over an extended period wherein
all other planning efforts and actions/initiatives are subservient in a hierarchical
sense. The Plan is a disciplined effort to produce fundamental decisions that
shape what an agency plans to accomplish by selecting a rational and deliberate
course. This Plan seeks to accomplish that for the Tuolumne Utilities District
(District) by incorporating an assessment of the present state of District
operations, gathering and analyzing information, making clear decisions for the
future and charting clear implementation through strategic actions and initiatives
over a five-year period. Time and effort has been spent to gather input from
various sources to add to the veracity of the plans herein. The Plan seeks to

strengthen and build upon opportunities while addressing areas of concern.

In this Plan one will find a District Mission Statement, Vision Statement and the
Core Value of the District. These serve as the basis for the broad strategic
direction from the Board of Directors. This direction is organized in an operational
sense through Strategic Elements which assure that all areas of District
operations are covered. Implementing strategic actions (planning efforts,
projects, initiatives, etc.) supports each element to assure that the Vision is
accomplished. Strategic actions are included in this document because they
support the overall strategic direction in each of those respective strategic

elements. The graphic below depicts the linkage and organization of the Plan.

For the purposes of this top-level document and strategic direction, each
strategic action is not detailed to the tactical level, but is introduced with a brief
descriptive write-up. Further detail and the tactical level description for each

action will be detailed when the action is presented for Board action after full
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development and analysis. This will occur according to the schedule included in

t he
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The strategic planning effort has focused on the following task areas:

e Careful management of valuable resources with which the District is entrusted

Collaboration with partner agencies

The need to address the challenges of providing a balance of water and
wastewater infrastructure and facilities that are needed with the very real

constraints that exist now and in the future

Environmental and regulatory changes that can significantly affect District

operations
e The critical role that workplace health plays in meeting the District 6 s | ev el
service objectives
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Definitions

Mission Statement: A declaration of an organizatic

organization exists, its charter, its purpose. All work, initiatives and
operation® activities of an organization should be in support of the Mission

Statement.

Vision Statement: A statement that articulates where the organization would

like to be at the end of the term of the Plan. It should outline important
aspects of the organization that will play an important role in meeting the

vision. The Vision should stimulate strategy and tactics in order to be met.

Core Values: Guides that are philosophical beliefs that we value when faced
with options and alternatives for our future. We use these every time we
make decisions as a District. Core Values herein are those of the Board of

Directors and can be used as decision filters for Board.

Strategic Elements: These are the broad, primary areas of District
operations, planning, and management that need to be addressed and
supported by Strategic Goals to ensure optimum progress; representing the

organized approach to planning and implementing work.

Strateqgic Actions: Strategic actions and initiatives are specific and planned

activities or targets that address the vision and strategy for each element.
Day-to-day actions and projects (not covered in detail in the Strategic Plan)
will be designed so that the objective and strategy for each element are

accomplished.
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Plan Development and Continuation Process

In 2007, the Board of Directors retained BHI Management Consulting to facilitate
and coordinate the development of their Strategic Plan. BHI first gathered input
from all employees at TUD. The Board also directed BHI to hold public meetings
and meetings with other public agencies to gather further perspective on the
future of the District. District Board members were also interviewed to prepare
them for the extensive planning activity. The following items were discussed at all
meetings;

A 't h e DdsientStatensent, Cire Values, and Vision

A District s tsesapgptiunities andvibreats n e s

A current and future issues and i mportant

The Board supported this process as a way to ensure broad participation in the
initiation of the five-year strategy. An all-day workshop with Board, public and
key staff was conducted to review the Mission Statement, create a Vision
Statement, develop Core Values, write strategic elements and objective and
strategy statements for each strategic element, along with generate a listing of
initial strategic actions.

A steering committee, consisting of the key District staff, worked with BHI to
complete the list of strategic actions in support of the Vision and refine the Plan
prior to presentations to the full Board for initial review and final approval.

A key part of the strategic planning process is to conduct an annual review and
update of the Plan. These reviews allow for maintenance of the plan and are
crucial to assure that the Plan reflects the actual progress and needs of the
District. The reviews will be documented and followed-up by either a Plan

supplement or an updated Plan. A five-year planning horizon will be maintained.

BHI Management 7 5/28/08
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MISSION OF THE TUOLUMNE UTILITIES DISTRICT
Aro responsibly manage District resources in order to provide our
community with reliable, high quality water, wastewater and other
utility services.o

DISTRICT VISION
The District will:

A maximize available water supplips at

meet current and future needs,

A invest in our workforce and in nfr e

efficient services,

A practice environment al sandcpwatals hi p

resources,

Arecognize the importance of local cultural and historic resources in our

planning efforts,

manage | ong term costs to protefpt f1

A  enhance our customer service, phbl ic

methods to maintain the public trust, and

A cooperate with strategic partnefs t ¢

the people we serve.

DISTRICT CORE VALUES

We value:

A Public Health

A Our Rate Payers and the Public |Irust

A Acknowl edg e meyeds asafCritioal AssetohQui District

A Stewardship of the Environment and

A - Long Term Water Sources

A Sustainable Infrastructure

A Our Ability to Govern as a Boarp wi-t

Respect

A A Commitment t o ttivitgandlnnovatiort, i on of Cr ¢

Excellence and CQI

A Beneficial Re us-Prodocts Our Process| By
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Strategic Elements and Goals

Strategic El ements and Strategic Actions

operation, planning, and management. Strategic Elements are derived from the

foundational Mission and Vision statements of the District. For each Element,

high-level Strategic Actions are then developed to represent the highest priority

initiatives which need to be completed in a five-year period to systematically
accomplish the Strategic Element. These Actions serve to assure that all-

important areas of the District are well supported and moved forward per Board

direction. Strategic Elements and supportive Strategic Actions, along with their

corresponding scheduled start dates within the planning period, are presented in

tabular form in Table 1.

The Strategic Elements are:
1.0 Personnel/Organization
2.0 Infrastructure
3.0 Fiscal Management
4.0 Administrative Management
5.0 Partnerships
6.0 Regulator Relations

BHI Management 9
Consulting

5/28/08

re|



Strategic Pan 2008

1.0 Personnel/Organization

Element Objective and Strategy: The objective is to employ and retain a high
quality, motivated workforce. We will do this by offering competitive
compensation and benefits, insisting on a safe workplace, providing opportunities

for training and advancement and utilizing sound management practices and

policies.

What is the problem, situation or condition we are trying to address?

A team of knowledgeable and competent staff is required to provide exceptional

water and wastewater services. State and federal regulations, statewide resource

planning efforts, water bonds and legislation which affect every aspect of our
business are being developed and adopted at
ability to influence these governmental actions and efficiently implement the
strategies detailed in this plan requires a connected, knowledgeable and dedicated
management team. In addition, advanced state certifications are required for most
employees. Because of these requirements, it can take employees several years to

achieve the competency required to efficiently plan for and manage a system of
underground infrastructure, complex pumping and treatment processes and be
responsive to and proactive with regulatory requirements. Over 60% of TUD® s
workforce is eligible to retire within ten
with the District. If TUD cannot fill these vacancies with highly skilled employees,

we risk being fined for failure to comply with regulations and our efficiency will

suffer. Our level of service T and public health T could be jeopardized.

What do our vision and values tell us relative to this element?
The TUD Board of Directors acknowledges its staff as a critical asset of the District
and intends to invest in its workforce to provide high-quality and efficient services.

TUD is committed to managing long-term costs to protect the future affordability of

BHI Management 10 5/28/08
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services and to enhance customer service. We must attract and retain a creative

and innovative team of highly efficient employees.

What is our approach to establishing Strategic Actions and setting priorities
in this area?
TUD management staff reviewed the projected number of upcoming employee

retirements at TUD and in the region/state, performed research on the potential
employee recruitment market and the associated salary trends, and evaluated
the history of staffing and job function changes within TUD. We have determined
that we must focus quickly on a comprehensive personnel-planning effort, or we
could experience staffing shortages and the high cost of the employee
training/turnover trend in the near future. We have determined that we must
continuously review the staffing needs of the organization to ensure that we are
adequately staffed to stay proactive with regulations, infrastructure, customer
service and governmental affairs. It was also determined that salary and benefit
trends are changing rapidly in the public sector within the region, especially with
professional staff such as engineering and certified operators. To protect our
ratepayers, we must evaluate attractive non-monetary benefits as well as
establish a personnel system which ensures that we are adequately
compensating employees.

1.1 Perform a workforce succession analysis for critical positions within
the District. TUD is facing a mass retirement of experienced staff within
the next five years. The average tenure of retiring staff is over 15 years,
which will result in a significant loss of institutional memory. Industry
statistics predict a shortage of thousands of certified operators over the
next decade, with very few entering the trade. The District will not be
alone in facing the challenge of capturing the knowledge of a retiring
workforce, filling key leadership positions, developing skills within the
organization that lead to promotional opportunities, recruiting qualified

staff and retaining valuable employees.

BHI Management 11 5/28/08
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To meet these goals, succession planning becomes a priority. The
succession analysis will direct a plan to assess all positions within the
District and identify critical positions, prepare for upcoming retirements
and minimize staffing gaps. By analyzing the known attrition schedule and
how it relates to future staffing needs, we can propose methods to ensure
appropriate organizational depth in critical functional areas, determine if
specialized information is held by singular employees and explore

methods to share and transfer that knowledge and information.

Additionally, TUD must improve its administrative cross training/training
programs to provide for improved efficiencies, seamless transitions during
absences and emergencies, and to provide our customers with the highest

level of service possible.

We will also develop standard operating procedures for all critical
functions. Staff will review job descriptions for key functions to ensure
logical and efficient distribution of tasks and responsibilities. Written
standard operating procedures (SOP) will be developed for all mission
critical functions they perform. All SOPs will be compiled into an office

manual. SOPs will be updated each time processes change.

1.2 Perform periodic evaluations of the organization chart. The District
staff has increased by 20%, from 65 to 80 in the past decade. Reasons
for the increasing staff size includes acquisition of water systems, an
aging infrastructure, increasing state and federal regulatory requirements
and the Districts realization that many infrastructure projects can be
designed and constructed most cost effectively by using district staff
versus contract labor. In addition, as technology emerges into utility

processes and the District continues to grow, the staffing functions and

BHI Management 12 5/28/08
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1.3

responsibilities continue to change. In the past, many of these staffing
additions have occurred without regard to the optimal employee to
supervisor ratio or due consideration given to the assignment of
responsibilities to the appropriate employee 7 we were in many cases
filling staffing gaps in a crisis management mode. In order to ensure
optimal efficiencies going forward, the organizational structure may need
to be adjusted with these changing economies and trends. A periodic
review of the organization will be conducted with the assistance of a
committee comprised of key staff, a Board sub-committee and possibly an
outside organizational consultant to assure that the organization is
structured for efficient operations and proper organizational flow and
function. The evaluation will be presented to the Board of Directors for

their review.

Prepare a staff development plan. Currently, other than trade specific
training for certified operators, a formal program for training staff to
improve work knowledge and performance is non-existent within the
District. Staff is enrolled in training only when requested by a supervisor
rather than as part of a well though out strategy. Integral to an effective
succession plan is a staff development plan. A formal staff development
program will be designed, using a manual consisting of updated job
descriptions, in-house training programs, training modules and other
developmental tools. Staff will have clarity on expectations of positions, as
well as the tools necessary to perform at expected levels. A system of
performance benchmarks will be developed and regularly compared to
assist in performance evaluation, focusing staff investments and training
where needed. This performance management will provide employees
with a clear understanding of job expectations through updated job
descriptions, regular feedback about performance, steps for improving

performance, and opportunities for advancement. Policy statements will
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1.4

15

be developed for Board adoption to promote and support continuous
learning while providing clarity with regard to the scope and intent of the
staff development program. This investment in our workforce will

contribute to high quality and efficient services.

Perform regular compensation and benefits reviews. TUD and many
other utilities in the region, state and nation are currently anticipating a
majority of staff retiring within 10 years and are seeing a declining working
aged workforce in the region from which to draw. TUD must remain
competitive in its salary and benefits package to ensure that it can attract
qualified, efficient and competent employees and not get caught in the
expensive staff training/turnover mode. A compensation and benefit
review will be conducted to ensure that the District staffing and
productivity goals are met, as well as to protect the District ratepayers by
keeping such costs in line with competitor agencies within the region.
Policy statements will be collaboratively developed, with input from staff,
for Board adoption to clearly identify the economic indicators, information,
criteria for comparable agencies, target level within the salary ranges
identified and appropriate salary review schedule. Compensation and
benefits will be reviewed at minimum on a bi-annual basis or more often

as needed.

Establish a recruitment plan. The District has experienced low turnover
in the past. However, with the projected wave of upcoming retirees
throughout the industry and a shortage of qualified applicants, it is
necessary to update our recruitment strategies. A recruitment plan will
identify the most effective internal and external recruitment sources
(employee referrals, media, internet, educational institutions, agencies, job
fairs) and utilize additional tools, such as a formal applicant testing

programs. In order to encourage the best potential candidates to apply for
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jobs, we want to develop a positive and compelling image of the District.
We will develop strategies to brand and market the District to potential
applicants. Internally, we will identify logical, internal, promotional
opportunities by developing a job bidding and skills tracking system, and
encourage growth and advancement from current employees. It is
important to continually evaluate recruitment methods and sources for

effectiveness.

1.6 Promote a commitment to safety. The utility industry is relatively
high hazard with many injury risks similar to the construction trades, in
addition to those risks associated with handling process wastes, sewage
and chemicals. Every job function at TUD is critically important and when
an employee is injured, the expenses mount quickly with lost productivity
and overtime for other employees. Employee safety is a top priority at
TUD. Considering this, It i's essenti
commit fully to promoting safety throughout the organization. A
commitment to safety is based on the understanding that: all injuries can
be prevented, management is ultimately responsible for preventing
injuries, supervisors must be held accountable for the safety of their
employees, and every employee is responsible and accountable for
performing their job in a safe manner.
safety culture will be lead by the Safety Compliance Coordinator, with
Board and management support. Staff, with the assistance of our
insurance provider and industry consultants, will update our Injury and
lliness Prevention Program, evaluate safety incentives, develop facility
and process inspection checklists and hazard remedial programs, as well

as propose policies to reduce liability.

BHI Management 15 5/28/08
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2.0 Infrastructure

Element Objective and Strategy: Our objective is to plan, build and maintain
safe and reliable utility infrastructure for current and future customers. We will

make knowledge-based decisions, compare alternatives, use quality materials,

employ progressive methods, and continue preventive maintenance programs.

What is the problem, situation or condition we are trying to address?
When the District was formed in 1992, it acquired the water and wastewater

systems previously owned and operated by the predecessor agencies. The
conditions of the acquired systems varied widely, with the Regional Sewer System
in good condition while the other sewer collection and water distribution system
serving the customers varied from good to poor condition. One of the stated
purposes of the formation of TUD was to serve as a receiving agency of privately
owned water and sewer systems who were either determined by the regulatory
agencies or the systemds customers to be bei

Between 1992 and 2007, over 15 systems were acquired by TUD; most of which
were in a state of disrepair, regulatory non-compliance and/or severely financially
challenged. Although Improvement Districts were formed to fund many of the
needed improvements in the acquired systems, time has revealed that the amount
of the surcharge did not always cover the cost of improvements, and other factors
such as the cost of operating and managing multiple remote and deteriorating
systems were not factored into the cost projections. In addition, during this same
time period, many of the systems experienced customer growth with significant
changes in State water quality regulations. The end result is a situation where
many of the of the water treatment plants serving these areas are currently near or
at production capacity; with little land area for needed expansion to meet capacity
needs or the increasing State and Federal regulations. Many of the water

BHI Management 16 5/28/08
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distribution systems within existing developments are also at capacity and do not

have standard fire hydrants or meet current fire flow requirements.

The level of scrutiny by the Board and public of District actions and projects is
increasing, requiring clearly articulated project goals and objectives,
comprehensively developed financial planning and meticulous environmental
review. In the past eight years, three large water bonds have been passed by the
s t at a@edssandwthe District has been successful in receiving funds from the first
two. With the passage of Proposition 84 in 2006 and statewide bonds currently
being developed in the legislature covering a broad spectrum of water and
wastewater projects, the trend is toward awarding funding for projects and
programs that have been collaboratively planned by stakeholders in the region.
TUD currently lacks the fundamental water and wastewater master planning
documents, which assist in determining the improvements/investments which
should be made first, and which are required to facilitate regional collaboration and

potential bond funding of important projects.

Of i mmedi ate concern are the many variabl es
future ability to receive additional water under its agreement with PG&E or to secure
independent water rights. For example, the San Francisco Public Utilities
Commission has proposed a Water Supply Improvement Project for the City and
County of San Francisco which could result in export of an additional 50 million
gallons of water per day from the Tuolumne River. Although TUD holds no water
rights on the Tuolumne, the continued export of available supplies to other regions
of the state will eventually leave Tuolumne County , the County of [ t
Origin, without water supply to serve future growth. Exacerbating the water
situation is the Governoros proposal to regq
the crisis in the Bay Delta which may result in the mandatory increase in Area of
Origin flows to the Delta, as well as the PG&E Spring Gap 401 Water Quality
Certification being considered by the State Board. TUD has no independent water

BHI Management 17 5/28/08
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rights through the South Fork Stanislaus or the water rights/contracts needed to

draw water from New Melones Reservoir.

What do our vision and values tell us relative to this element?

The Districtdés Board of Directors i s commi
reliable and high quality water and wastewater services. The Board expects that

TUD will maximize its available water supplies and seek additional supplies to serve

current and future customers. The Board recognizes that in order to ensure

efficiencies and spread the cost of infrastructure evenly across the generations, it

must invest in our infrastructure, on a long-term basis, to protect the affordability of

the services. All actions and decision of the District are expected to be extremely

transparent; engaging and educating our customers at every opportunity.

What is our approach to establishing Strategic Actions and setting priorities
in this area?

Actions and priorities were designed to provide District staff the background,
analysis, data and tools necessary to make the most efficient, long term
infrastructure decisions in accordance with our Vision and Core Values. Priorities
were also established based on our understanding of immediate needs,
regulatory requirements, industry trends, as well as current and future (Bond 1
loan/grant) funding opportunities. The main focus of the priorities in this
infrastructure section is to provide the information necessary for the Board to
establish long term investing and funding strategies to insure reliable and
sustainable infrastructure over a longer term planning horizon, while providing the

most cost efficient and highest quality services possible.

2.1 Commission a Ditch Sustainability Project The Tuolumne Ditch
System serves as the primary water conyv
reservoirs to its water treatment plants, agricultural and irrigation

customers. The ditches are subject to increasing encroachments by land
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development projects resulting in increased liability to the District,
increased surface runoff and water contamination. There are public and
regulatory agency pressures to abandon the ditch system in favor of a
closed pipe system. There also exists local public sentiment to preserve
the ditch system and its historic, recreation and ecologic system values.
The current level of District investment in maintenance and improvements
isnotadequat e t o ensur e ttamne viabilyysot aeldredssthel o n g

high water loss and the increasing maintenance costs.

A long term plan is needed to provide sustainable water service to
untreated and treated water customers while ensuring the long term
sustainability and efficiency of the ditch system within the District. A
comprehensive, programmatic operation, maintenance and improvement
plan is needed to ensure balance between the value of the ditch system
as both a water delivery system and a community historic, recreational
and biological resource. The development of the plan will build on the
existing public input, technical information and studies conducted for the
Ditch Optimization Plan. This will minimize duplication of data from those
efforts while expanding past efforts to incorporate new technology and
further engage strategic project partners. Additionally, it will develop
outreach/education programs to assist with the creation of innovative
methods to increase efficiency and offset costs. The plan will evaluate the
possibilities and opportunities to expand the use of the ditch system and
financial support of the ditch system beyond the existing District water
customer base. It will investigate various constraints and opportunities for
the expansion of the ditch system. Three main products of this project will
be a comprehensive resource management plan, which would include an
operation and maintenance element, a Geographic Information System
(GIS) to evaluate and manage decisions related to the ditches, and a

capital improvement program. This project is currently partially funded by

BHI Management 19 5/28/08
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2.2

a grant from the Sierra Nevada Conservancy; with an expected project
begin date of June 1, 2008 with completion required by June 2010.
Outside firm(s) will be engaged to perform the study with staff involvement

and oversight.

Create a Water Master Plan Water agencies develop Water Master
Plans to provide a comprehensive, long term (20 to 30 year) strategy for
the replacement and upgrade of its expensive infrastructure. Well
prepared Master Plans ensure that infrastructure investments are made at
the most optimal time and location to ensure the longest life possible,
reduce operating costs to the maximum extent and provide facilities for
new development, while equitably distributing the associated cost between
the generations and new development projects. TUD lacks a Master Plan
and currently makes infrastructure improvement decisions based on

immediate regulatory requirements and short term operational needs.

Given todayés regulatory environment

and the current condition of our infrastructure, we must begin to plan long

term and thoroughly analyze the rel

tomorrowbs regulations and community

| ast prepared a Water Ma shbveever tiel pam
was never adopted by the Board or fully implemented by staff. Currently,
a Water Master Plan is needed to facilitate long term, knowledge based
and priority driven decision-making in order to provide high quality water
services to the community. The Plan will establish a foundation that will
allow the District to evaluate and prioritize future infrastructure

improvements while sustaining its existing infrastructure.

The Plan will have two major sections; the water supply element will focus
on water rights, maximizing existing water supplies and investigating all

possible additional supplies to meet current and future demands. This
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section will explore the impacts of the State permitting process that could
under mi ne t he dddesstiorwatern thes effdcteofj eohtinued
water exports out of the county, identify future sources of water for both
domestic and agricultural uses, review PG&E contract and water right
options and prepare a strategy for maintaining existing supply and
securing additional supplies. Outside services for legal consultations and
other professional services will be needed.

The infrastructure section of the plan will build on past studies, staff
knowledge and evaluate potential improvements to existing and possible
future treatment plant, storage and distribution infrastructure. Technical,
environmental and financial evaluations will be utilized to determine and
prioritize which i mprovements best mat c
through a capital improvement plan. The capital improvement plan will
also address possible funding sources including grants, rates and loans.
This portion of the Plan may also require the use of outside professional
services. The Master Plan will produce information which will be used to
establish water connection fees, monthly rates and capital improvement

reserve funds.

2.3 Create a Wastewater Master Plan Agencies develop Wastewater
Master Plans to provide a comprehensive, long term (20 to 30 year)
strategy for the replacement and upgrade of its expensive infrastructure.
A well prepared Master Plan will ensure that infrastructure investments are
made at the most optimal time and location to ensure the longest life
possible, reduce operating costs to the maximum extent, provide facilities
for new customers, while equitably distributing the associated cost
between the generations and new development projects. TUD lacks a
Wastewater Master Plan and currently makes infrastructure improvement

decisions based on immediate regulatory requirements and short term
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2.4

operational needs. The Wastewater Master Plan is needed to outline the

Districtds direction to provide rel

recycled water reuse. An evaluation and determination of existing system
condition will be developed to meet State requirements for system
capacity and management. This ongoing evaluation will develop the
information necessary for technical, environmental and financial
evaluations that will be utlized to determine and prioritize which
i mprovements best match the Distri
improvement plan. The key elements of the Plan will be the evaluation of
the elimination of the seasonal discharge as well as the continued
expansion of the wastewater reclamation system to serve additional
agricultural customers. The capital improvement plan will also address

possible funding sources including grants, rates and loans. The Plan will

addr ess both the Regional el ement s

elements. This Plan may require the use of outside professional services.

Develop Engineering Standards The District does not have formal
engineering design standards for outside engineering firms to utilize when
designing facilities that will be transferred to the District for operation and
maintenance. This can lead to unnecessary plan review time and project
approval delays. The development of design Standards is needed to
augment the construction standards that the District currently maintains to
insure sustainable infrastructure and provide clarity and consistency for
design and construction. These Standards will document what criteria will
be utilized in the design of infrastructure that will be transferred to the
District by the development community. This will be accomplished by
formalizing the currently used standards and expanding them to meet
current and anticipated State and Federal requirements. These standards
will be developed by staff and will be considered for formal adoption by the
Board.

BHI Management 22 5/28/08
Consulting



Strategic Pan 2008

2.5

2.6

Evaluate the Centralized Office Complex The needs of District and its
impact on the Centralized Office Complex, (COC) have changed since its
construction, due in part to staff additions and increases in inventory, and
will continue to change as the District expands. This ongoing evaluation
will address the changing needs at the COC and staff. The evaluation will
look for ways to increase efficiency of the District staff, enhance customer
service and public education within the COC. Some areas of evaluation
will include; demonstration garden expansion and documentation, large
equipment storage and protection, parts and other equipment storage
expansion and utilization of undeveloped or underdeveloped portions of
the facility. Staff will perform most of this evaluation. This is an on going

evaluation and will be done annually.

Develop an Integrated Maintenance Program Currently the

District does not maintain a database that tracks age and condition of

al |l of t he District dram is neededate providect ur e .

infrastructure sustainability and management of long-term costs of the
water and wastewater systems. The program will begin building a

system of processes and data gathering to fully describe the condition

and life expectancy of the Di strict 6s infrastructure.

opportunities and options in the areas of GPS location of District
facilities, an evolving mapping system, and development of an
electronic infrastructure management system to address the long-term
needs of the District. The infrastructure management system will be
based on facilities evaluation which will include site inspections, flow
monitoring and system; collection and distribution, modeling that could
be part of the Water and Wastewater Master Plans. Completion of this
program will be integrated with the financial asset management

program to be developed under Section 3.4 of this Plan.
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3.0 Fiscal Management

Element Objective and Strategy: Our objective is to manage public funds to
assure financial stability and prudent rate management and to demonstrate
responsible stewardship in the context of regulatory requirements. TUD will

promote rate equity and assure that financial resources are available to fund

current and future demands.

What is the problem, situation or condition we are trying to address?
TUD operating and project costs are increasing rapidly; at a rate much higher than

inflation and much faster than our revenue is increasing by the addition of new
customers. The majorities of these costs are out of our control and are related to
compliance with unfunded state mandates, fuel, supplies, equipment, chemicals,
insurance and retired employee commitments. Those costs which are under are
control directly relate to the level of service we provide, quality of employees we
hire and retain, and level of commitment to long term infrastructure development. In
addition, the state continues to look to special districts, including TUD, to solve its
revenue crisis through the transfer of property tax dollars from TUD to the state.
Although a percentage of our future infrastructure projects will be constructed with
state and federal grant dollars, a significant portion of these costs must be funded
by current ratepayers and new development, which will result in increased debt
payments. Even grant funded infrastructure must be replaced over time, requiring
substantial reserve accounts to fund such future costs. We currently do not have
adequate reserves to continue to fund the increased cost of doing business without
regularly increasing rates, increasing customer numbers, or deferring needed

projects to the detriment of future generations.

What do our vision and values tell us relative to this element?
Of critical importance to the Board and staff is managing long term costs to ensure

that the level of expense and investment by the District, in its operations,

employees and infrastructure, is shared equally between current and future
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generations. To accomplish this, we must plan and develop stable, ongoing
operation and maintenance funding sources, funding for regulatory compliance and

important projects, as well as reserves for future system replacement.

What is our approach to establishing Strategic Actions and setting priorities
in this area?
In order to ensure financial stability and to thoroughly and accurately understand

the current and future revenue needs of the District, the first tasks to be completed
include financial analysis and data gathering. Asset management, master plans
and capital improvement plans must be completed first to establish the true cost of
operation, maintenance and replacement/improvement projects in the future. The
financial needs information from these plans will then be used to complete a
thorough water and sewer rate analysis, establish necessary reserve accounts and

set connection fees for new development.

3.1 Provide Options for Retiree Medical Through Union contracts and its
contracts with the California Public Employees Retirement System
(CALPERS), the District has agreed to provide certain retiree medical
benefits. Prior to 2006, employees were provided retiree medical
insurance at District expense after five years of work with the District. In
2006, the District adopted a schedule of 10 to 20 years for receiving
retiree medical benefits at 50% to 100% respectively. Although it is
currently voluntary, the District has the obligation to its employees to set
aside funds to pay the current and future cost of these retiree medical
insurance benefits. It is anticipated that near future laws will require full
funding of retiree medical benefits. The District completed an actuarial
study in 2004 which described the financial liability of the retiree medical
benefits. Since the District reduced its retiree benefits in 2006, the old

actuarial is no longer accurate. In order to provide the Board with
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accurate information to make solid, long-term financial decisions regarding

retiree medical costs, additional studies and policy decisions are required.

3.1.1 Complete a new actuarial study, based on the potential for reduced costs
associated with the retireeds health be

3.1.2 The Finance Director will develop and provide the Board with options for

funding the liability such as:
a. athird party trustee
b. pay as you go

c. debt to spread out the charges over a longer period and have lower

annual charges.

3.2 Provide Options for Funding Retirement Liability Through Union
contracts and its contracts with the California Public Employees
Retirement System (CALPERS), the District has agreed to provide certain
retirement program benefits. As with most CALPERS agencies, the
Di strictds r et i reefunded.tTheaDistriabis quirently s u n d
financing with CALPERS its retirement obligation over 11 years at 6.75%
interest. The current annual charge to the District is presently
approximately $280,000. The Board will be presented with options for
funding this liability. These options could include, but are not limited to:

a. pay as you go basis, or

b. by paying off the debt over a longer period of time with lower annual
charges, which would require additional debt and interest cost, or

c. finance it at a lower interest rate, than 6.75%.
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3.3.1

3.3.2

3.3.3

3.4

3.5

3.6

Provide Financial Assistance with Master Plans Assist engineering,
operations and maintenance departments in performing analysis of the

water and wastewater systems. This assistance will include:

an assessment of properly allocated capital assets, customers,

surcharges, operating revenues and operating expense to these systems
a clear identification of fixed and variable cost by system

outline the necessary adjustments to billing cycles and general ledger

accounting code

Develop an Asset Management Program Public agencies throughout
the State are recognizing that benefits of preparing a proper Asset
Management Program. This task proposes to develop such a program to
properly identify capital assets (including vehicles and equipment) by
system and to determine asset insurance value, condition and estimated
replacement period. The District has capital assets at historical cost of
over $82 million. This system will be used to develop our capital
improvement program and assist in determining the proper amount of
insurance. The system will also establish replacement periods and

budgetary needs in the future.

Institute a Reserve Policy A reserve policy is proper management of
public funds to allow for proper savings for certain projects and needs.
Such a Policy includes the identification of various needed District
reserves such as working capital, repair and replacement, debt service,
rate stabilization, CIP, contingency, etc. The policy will also determine the

method and period over which the reserves will be accumulated.

Perform Rate Analysis Rates of the District should be based on valid
and comprehensive fiscal analysis. Several of the previously programmed

tasks in the Strategic Plan serve as a basis for a rate analysis to be
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completed by staff or an unbiased third party and a report developed. This
analysis and report would serve as the basis for rate related consideration
and decisions for the Board; to ensure rate equity for all customers

served.
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4.0 Administrative Management

Element Objective and Strategy: Our objective is to provide supportive and
effective policies, procedures and practices that will assure that the District
operates in an open and effective manner. Our strategy is to regularly monitor

and improve these to improve operational efficiencies and address emerging

needs.

What is the problem, situation or condition we are trying to address?
Hundreds of new laws and regulations are adopted every year which affect the

operation and management of the District. This results in the need to constantly
evaluate and upgrade Board policies and standard operating procedures. In
addition, we recognize that the needs of our community and employees are

constantly changing and we must be receptive and flexible to this need.

What do our vision and values tell us relative to this element?
The TUD Board of Directors strongly values our ratepayers and maintaining the

public trust by governing the District with honesty, openness and respect. The
Board is committed to adopting policies and practices which result in continuous
improvement in the level of customer service, stewardship of the environment and
our heritage, while at the same time developing sustainable infrastructure and long

term water sources.

What is our approach to establishing Strategic Actions and setting priorities
in this area?
TUD management staff reviewed the existing Board policies and identified a

number of areas where the Board can adopt revised or new policies to enhance
services, improve efficiencies, actively engage the public in decisions, maximize
efficiency and openness of Board meetings and decision-making, and provide a
comprehensive system of internal and external communications to increase

awareness and support of District issues.
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41.1

4.1.2

4.1.3

4.1.4

4.1.5

4.1.6

Perform a comprehensive update o0An
update to the District policy manual is needed to provide consistency in
personnel practices to ensure compliance with Union contracts and
current law, increase transparency to the public, ensure sound financial
position, as well as to provide the Board the opportunity to set direction in
a number of currently unaddressed areas. The policy manual update will

include at minimum the following policy areas:

General policies relating to adoption and amendment of policies, handling
customer complaints, claims processing, access to and copying of public

documents.

Personnel policies affecting non-represented employees must be
reviewed and updated in accordance with current law and industry trends.
Inconsistencies between the general personnel policies and Union MOU

must be resolved.

Operations policies including budget preparation, expense authorization
and purchasing, reserves, fixed assets and other financial matters, hiring

consultants, records retention, email, computer and cell phone use.

Board member®& policies including code of ethics, acceptance of gifts,
attendance at meetings, role of Board President and election of officers,

purpose of committees and memberships in associations.

Board meeting policies including schedules, agenda preparation, conduct,

actions and decisions, minutes and rules of order.

Facilities Development policies including development improvement

standards, CEQA, project approval and development agreements.
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4.2

4.3

Management staff will first propose to the Planning Committee, made up
of Staff and Board members, and a prioritized schedule of policy review.
Policy proposals will be developed by staff and presented to the Planning
Committee for review prior to Board consideration. Policies will be
considered by the Board as they are reviewed and recommended by the
committee. All policies will be initially updated during this planning period.
Thereatfter, the policy manual will be reviewed by the Planning Committee

on an annual basis and updated as necessary.

Orient staff and Board members on current policy Comprehensive

training are required to ensure that

consistently interpreted and applied. Different departments within the
District will require different levels of training on policies. Policy proposals
are developed by management staff and will be reviewed in concept, as
appropriate, with affected staff for input and buy-in. As policies are
adopted, policy binders for all management staff and superintendents shall
be updated. Department managers will train their direct staff on new
policies, to the appropriate level, at the earliest possible date. New staff
members will be trained on the entire policy manual at the earliest
possible date. One staff meeting per year will be dedicated to reviewing
the entire policy manual. Board members will be provided copies of the
Policy manual and the General Manager and District Secretary will

conduct training.

Develop Board member norms and protocol Currently all District
Board members treat each other, the staff and the public professionally
and with respect. It is important to maintain continuity in this level of
cooperation as new Board members are elected. Norms and protocol are

typically the fAunwritten ruleo of
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4.4

4.5

committed to writing, become an effective communication and meeting
management tool. These procedures will ensure that Board members and
t he publ i c have clarity wi t h re
management and operations. The procedures will also provide for
consistency in the treatment of Board members, staff and the public when
new Board members are elected. A series of meetings with the Board and
public will be held to develop a slate of norms and protocol.

Develop formal new Board member orientation  The District currently
does not have a formal orientation program for new Board members.
Although special district governance training is available through statewide
associations, and is encouraged, such programs are not always
immediately available to new Board members upon election and are not
specific to the needs, policies or issues with which the District is dealing.
Due to the critically important nature of the decisions to be immediately
made by newly elected Board members, a formal new Board member
orientation curriculum will be developed. Management staff and the
District Secretary will prepare a new Board member orientation program
which will include all of the information needed for Board members to be
thoroughly prepared for effective governance. An orientation program will
be presented to the planning committee for review and recommendation to
the Board.

Develop a District communication plan and comprehensive system
of community and public agency outreach. The purpose of this
external communication plan is to ensure that timely, relevant information
is delivered to the public, District staff and policy makers. In addition, the
plan will take into consideration increasing the transparency of TUD,
improving access to District records and the decision-making process, in

an effort to increase awareness and broad-based support of critical District
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decisions. Thorough communication with staff will result in broad-based
knowledge, at all levels, of District operations and issues, as well as
increased efficiencies and enhanced customer service. Staff will prepare a
draft communication and outreach plan which will at minimum address
finance, administration, infrastructure, watershed, water quality,
regulations, partnerships and personnel issues. The plan will be presented
for consideration by the Planning Committee and Board.

Additionally, an internal communication plan will be developed. The
employees at TUD are our most important assets. The more our
employees understand the basis for policy, administration, infrastructure
and similar decisions, the more effective they can be in accurately
communicating with our customers. A system of involving employees in
such decisions, coupled with reali time employee knowledge of important
issues and decisions made, will assist management in maintaining a high
employee morale and support solid, knowledge based decision-making as
well. Management staff will collaboratively develop an internal
communications plan to facilitate employee input into decisions and a
system to communicate issues, decisions and other administrative actions

to all affected employees.

4.6 Develop a customer service standard of excellence. The number and
customer service expectation of TUD customers are increasing. The
public is becoming more aware of water and wastewater issues. We all
|l ive i ndeamandonworld in which our expe
communication and response times is the norm. The goal of TUD is to be
viewed as responsive to customer needs and a public agency that values
and adjusts its processes as the result of public input and criticism. Staff
will develop a draft customer feedback and response program for review

by the Planning Committee. The program will at minimum address the

BHI Management 33 5/28/08
Consulting



Strategic Pan 2008

following customer needs: other utility interests, impact of rates, support
for major projects and suggestions for improved service. An outside
consultant may be hired to assist in survey and outreach program design.
Staff will report to the Board, at minimum on an annual basis, on the

status of the Customer Service Excellence Program.

4.7 Provide ongoing Board education at meetings. As a critical element of
TUD business, the Board and public must be kept informed of TUD
service delivery, projects and programs. This five-year plan contains work
efforts and outcomes that will require broad customer support for
successful implementation. In addition to distribution of information to the
general population though TUD communication plan, brief management
staff updates and reports must be delivered to the Board and public at
regular meetings, monthly basis minimum. In addition, Board workshops
will be scheduled as needed when regular meeting agendas do not allow
adequate time for information delivery. At minimum, annual Board
workshops will be scheduled to review the success of the strategic plan

and/or other critical project/service related issues.

4.8 Prepare in advance for system acquisitions and consolidations. The
cost of doing business for public and private utility providers will continue
to increase at a more rapid rate than the growth in number of new
customers, causing revenue shortfalls, infrastructure failure, regulatory
non-compliance and/or increased utility rates. State law requires the
evaluation of the operation and management of all special districts,
seeking opportunities for improved efficiencies, sharing of resources and
reducing costs to ratepayers. There are many privately owned water
systems throughout the county, as well as several publicly owned water

and/or sewer systems. As these systems age, costs and regulatory
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4.9

requirements increase, it becomes less desirable for the smaller systems
to self manage. In many cases, the systems are allowed to deteriorate
completely before a request is submitted to TUD for system acquisition.
Much of TUDOG6s financi al operating
and improving such systems upon acquisition. There can also be
disadvantages to acquisition of under-maintained systems if improvement
costs are not adequately estimated and charged to the appropriate system

users.

On the other hand, increasing the rate of TUD customer number growth is

one method to improve the Districtos

operate efficiently and cover administrative costs, increasing its ability to

provide rate equity in the future. Therefore, a policy statement will be

prepared outlining the Districtos

existing ratepayers and the distribution of costs of improvements related to
acquisitions (private systems) and consolidations (with other public
systems). TUD will form a working group of local water and wastewater
service providers, both public and private, to discuss efficiencies, resource
sharing, long term planning and the advantages and disadvantages of

consolidations and system acquisitions.

Develop youth and water wise education master plans. The District
currently invests thousands of dollars annually in its water wise outreach
efforts with the Master Gardeners and its poster program for local 3™
grade classes. School-aged youth and general public education on wise
water use, water quality and resource stewardship in Tuolumne County
could be expanded over its current level. TUD staff will seek partnerships
and grant funding to develop an overall education master plan, geared
toward students from 6" grade through high school, containing educator

guidance, curriculum, tours and contacts.
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4.10

411

Develop an enhanced water conservation program and policies. The
Di st currentwatsr conservation program is only marginally effective in
recovering system losses and reducing the per capita consumption of
water. The District has received significant public input regarding the
development of more aggressive rate structures that reward efficient water
use. TUD staff will evaluate in detail the avoided costs that can be
achieved by enhanced water conservation and develop a supporting rate
structure. Staff will further increase its water conservation partnerships,
resources and outreach to include web-based and DVD video productions
on meter reading, leak detection, irrigation maintenance, appropriate
plantings and methods. Customer outreach will be performed and data
compiled to guide water conservation program development. A master
water conservation plan will be developed for Board adoption which will

serve as the basis for future water conservation grant applications.

Perform annual maintenance of strategic plan. To remain effective
and relevant, the strategic plan, once adopted, will require annual
review and updating. At a special Board workshop, publicly advertised

in the first quarter of each new year, the General Manager will review

with the Board the Distric t 6 s mi ssion and the Boar dos

vision of the Board regarding the upcoming five-year planning horizon
will be updated. The strategic elements and strategic goals will be
reviewed for continued relevancy, and the status of objectives,
performance obstacles and new challenges will be detailed. Based
upon input received at the workshop, a revised five-year Strategic Plan
will be developed by staff and presented to the Board for adoption in the

spring of each year. Int he event t h avissionWision@mds t r i

Core Values change significantly, the services of an outside facilitator

may be engaged to assist in overall plan update.
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5.0 Partnerships

Element Objective and Strategy: Our objective is to establish a wide range of

this by public outreach, establishing strategic ties with other organizations,

participating in professional associations and conducting our business in an

open, honest and ethical manner.

What is the problem, situation or condition we are trying to address?
The District is facing multiple millions of dollars in investments in public

infrastructure over the next decade, which will have an effect on the citizens,
visitors, businesses, government, environment and the economy of the county. In
order to broadly represent the interests of the community, be efficient and
successful in its efforts, the District must be diligent and transparent in all of its
deliberations and actions. Significant input was received in early strategic planning
meetings regarding the need to enhance communication and cooperation among
government and non-government organizations throughout the county. There
currently exists very little opportunity to meet and openly discuss opportunities for
water resource planning, intergovernmental efficiencies, enhanced cooperation and

communication among agencies and the public.

The rural areas of the Sierra Nevada are also at a disadvantage with regard to
legislative and regulatory affairs due to our low population and relative lack of voting
power. When it comes to water policy and other issues which affect every aspect of
the cost of operating TUD, we seem to be at a constant disadvantage in our ability
to influence legislation, regulations and other policies developed in Sacramento.
We rely heavily on statewide associations to represent our rural interests in the
state capitol. In addition, significant TUD staff effort is required to keep these

associations educated on and engaged in our concerns.

BHI Management 37 5/28/08
Consulting

relationshipstost r engt hen the Districtods abilfjity



Strategic Pan 2008

What do our vision and values tell us relative to this element?
The TUD Board of Directors expects the creation of collaborative relationships with

strategic partners to protect the regional water resources for the people we serve.
These relationships will assist TUD in understanding and responding to community
needs, being good stewards of the environment and our heritage, and securing
current and long-term future water supplies for the benefit of the regional economy.

What is our approach to establishing Strategic Actions and setting priorities
in this area?
Recognizing the need to immediately begin the development of an Integrated

Regional Water Management Plan (IRWMP), the District has been aggressively
proceeding with creation of inclusive relationships with environmental, water and
land use organizations throughout the region. The regional relationships developed
in the IRWMP process will ultimately result in regional planning efforts which extend

beyond water resources.

District staff acknowledged gaps in communication and cooperation among local
agencies and identified activities which will increase District visibility, success in
legislation and regulation development, as well as increase efficiency and assure
the development of successful projects serving the broadest range of community

interests.

5.1 Coordinate and lead the development of an Integrated Regional
Water Management Plan (IRWMP). IRWMPs are a foundational
element of the California Water Plan and are intended to develop regional
partnerships for the effective and efficient use of water resources for
multiple benefits. The IRWMP process is intended to identify issues,
resolve conflicts and complete improvements relating to the water supply,

reliability, quality and water related environmental issues in a region. Much
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of the future state bond funding for water projects will be allocated to fund
regional projects and programs identified in the IRWMPs. TUD currently is
not part of an established IRWMP. TUD will take a lead role in establishing
an IRWMP for the Stanislaus and Tuolumne River Watersheds by
developing working groups, establishing a governance structure, seeking
grant funds, hiring consultants and overseeing the process of IRWMP
development. A significant level of management staff effort and

investment in consulting services will be required to complete the IRWMP.

5.2 Develop and improve cooperative relationships with neighbor public
agencies. For efficient and effective operation and management, TUD
relies heavily on coordination and cooperation with a number of local
government agencies. Currently, other than through the Regional Sewer
Advisory Committee, no formal structure exists by which local agencies
share information on projects, programs, planning efforts and areas of
concern. TUD will take the lead in developing a forum consisting of local
governmental agencies from Tuolumne County, to improve relationships
and address management efficiencies. An MOU may be considered to
detail the purpose for formation of the local agency forum and to promote
attendance and cooperation. TUD management staff will provide
presentations to articulate the major elements and actions of this strategic
plan to the county, city and neighboring districts. TUD staff will review
other agency agendas and actively comment or testify as necessary on
issues pertaining to District business. TUD will further assign management
staff and/or Board members to attend other local agency meetings, at
minimum on a bi-monthly basis, to deliver strategic updates and receive

input.
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5.3 Work with strategic partners in an effort to improve access to
technology and generate non-rates revenue. TUD and its customers,
as well as residents and visitors countywide, benefit through increased
access to technology in the county. As a public utility, TUD will benefit
greatly from access to low cost, increased technology and may be in a
position to assist in increasing available technology as well as increasing
general revenue. TUD will attend established technology forums. Staff will
continue to work with cellular and other technology providers for the

expansion of service in the region.

5.4 Increase alliance with media outlets to improve visibility. TUD has a
limited audience in its distribution of newsletters and website.
Relationships with the local media have proven to be a cost effective,
efficient means of distributing timely information to customers. TUD staff
will begin meeting with media representatives on a routine basis to

discuss issues, develop Guest Opinions and share story ideas.

5.5 Evaluate the opportunities and constraints of special district
representation on and participation with LAFCO. Current law allows
for special district representation on County LAFCO, yet none exist in
Tuolumne County. In addition to important decisions relating to
annexations and services provided by special districts, in the near future
and every five years thereafter, LAFCO will perform Municipal Service
Reviews (MSR) for Districts countywide. The purpose of the MSRs are to
analyze the continued viability of districts, possibilities for efficiencies,
necessary service levels, management and funding gaps. Special District
representation on LAFCO will assist in ensuring that district
reorganizations and MSRs are developed equitably and in the best
interest for Special Districts. TUD will work cooperatively with Groveland

Community Services District to evaluate the benefits and disadvantages of
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5.6

5.7

5.8

participation on LAFCO.

Participate actively in statewide and regional industry associations.
Representing a small population of California voters, to be effective in
influencing policy at the state and federal level, TUD must represent its
interests aggressively in statewide and regional associations. TUD
currently belongs to Mountain Counties Water Resources Association,
Association of California Water Agencies and California Special Districts
Association. TUD will actively promote and fund Board members and
management staff attendance at association functions. TUD will make
every effort to seek election of its representatives to the governing body of
such associations for the purpose of further influence. TUD Board
members and/or staff will seek and actively participate in committee

assignments to ensure that rural area interests are represented.

Prepare local legislator education program. It is of vital importance
that state and federal elected officials have an understanding of TUD and
its issues and projects. In addition, the legislators must have an
understanding of how statewide policy affects TUD. Staff will prepare and
deliver an information packet geared toward educating legislators about
TUD, will make regular contact with the legislators as issues arise and will

invite them to tour District facilities and attend meetings.

Be deliberative in considering stakeholder input. Understanding that
the District ratepayers have the ultimate say in whether funding is
approved for projects and services, we need to engage our customers
early on, and often, in the decision-making process. In addition, there
exists expertise in the region, in the form of government and non-
government organizations, as well as members of the public, who can

provide valuable input into projects, programs and services which results
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in broad based support for District initiatives, while ensuring that the
myriad of community interests are represented in our decisions. The
means currently used by the District to involve stakeholders include: direct
input received from the public outside formal District meetings, committee
and Board meetings, and the Integrated Regional Water Management
Planning process. Input received at Board meetings is sporadic and
typically occurs at a time when the Board is faced with a decision to be
made that evening. Input received in this fashion is difficult to research,
validate or take into consideration on the fly. Input received at committee
meetings is typically directly related to the decision at hand; project
proponents or District staff pitching approval of a project or policy
interpretation.  To facilitate more timely and comprehensive community
input on District decisions, staff will develop and implement a stakeholder
input program, which will ultimately be written into policy format for Board
consideration. The Program will describe a process to notify and involve
stakeholders in discussions regarding specific areas of community

interest.
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