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AGEN D)

Sp.F&I Committee Special Finance and Insurance Tuesday, March 22, 2022
Vacant, Chair Committee Meeting Schedule
R. Record, Vice Chair 09:30 am - IRP
S. Blois Meeting with Board of Directors * 11:30 am - Break
B. Dennstedt 12:00 pm - Exec
A March 22, 2022 12:30 pm - Sp. F&l

' 02:00 pm - Sp. BOD

S. Goldberg 12:30 p.m
P. Hawkins ’ p-m.
F. Jung Teleconference meetings will continue until further notice. Live streaming is
A. Ortega 9 9
T: Quinn available for all board and committee meetings on mwdh2o.com (Click Here)
M. Ramos . .
T. Smith A listen only phone line is also available at 1-800-603-9516; enter code:
S. Tamaribuchi 2176868#. Members of the public may present their comments to the Board on

matters within their jurisdiction as listed on the agenda via teleconference
only. To participate call (404) 400-0335 and enter Code: 9601962.

MWD Headquarters Building * 700 N. Alameda Street * Los Angeles, CA 90012

* The Metropolitan Water District’s meeting of this Committee is noticed as a joint committee
meeting with the Board of Directors for the purpose of compliance with the Brown Act.
Members of the Board who are not assigned to this Committee may participate as members
of the Board, whether or not a quorum of the Board is present. In order to preserve the
function of the committee as advisory to the Board, members of the Board who are not
assigned to this Committee will not vote on matters before this Committee.

1.  Opportunity for members of the public to address the committee
limited to the items listed on the committee's agenda (As required by

Gov. Code Section 54954.3(a))
2. WORKSHOP/COMMITTEE ITEM

a. Proposed biennial budget, which includes the Capital Investment 21-980
Plan and revenue requirements for fiscal years 2022/23 and
2023/24; proposed water rates and charges for calendar years
2023 and 2024 to meet revenue requirements for fiscal years

2022/23 and 2023/24; ten-year forecast;
Report. (Workshop #4)

Attachments: 03222022 Fl 2a Presentation.pdf

3. FOLLOW-UP ITEMS
NONE

Zoom Online

and Cost of Service



https://mwdh2o.legistar.com/Calendar.aspx
http://mwdh2o.legistar.com/gateway.aspx?m=l&id=/matter.aspx?key=2072
http://mwdh2o.legistar.com/gateway.aspx?M=F&ID=ddfbb445-6efa-40a4-97ab-ec3655448fd1.pdf
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4. FUTURE AGENDA ITEMS
5. ADJOURNMENT

NOTE: This committee reviews items and makes a recommendation for final action to the full Board of Directors.
Final action will be taken by the Board of Directors. Agendas for the meeting of the Board of Directors may be
obtained from the Board Executive Secretary. This committee will not take any final action that is binding on the
Board, even when a quorum of the Board is present.

Writings relating to open session agenda items distributed to Directors less than 72 hours prior to a regular meeting
are available for public inspection at Metropolitan's Headquarters Building and on Metropolitan's Web site
http://www.mwdh20.com.

Requests for a disability related modification or accommodation, including auxiliary aids or services, in order to

attend or participate in a meeting should be made to the Board Executive Secretary in advance of the meeting to
ensure availability of the requested service or accommodation.

Zoom Online



D
Proposed Biennial Budget for FYs 2022/23 and 2023/24;
Proposed Water Rates and Charges for Calendar years 2023
and 2024; Overview of Rates and Charges; Ten-Year Forecast

Workshop #4

Finance & Insurance Committee

ltem 2a
March 22, 2022




Overview
* Updated Proposed Biennial Budget
* Lower water demands Scenario
Other rate options
Misc. follow-up from Workshop #3
Next Steps
* Q&A

-
-

L 4

Fiscal Years
2022/23 - 2023/24
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Updated FY 2021/22 Revenues & Expenditures Estimate

FY 2021/22 Estimate  Current Change
Budget usedinFeb Estimate from Feb
Water Transactions
RTS Charge
Capacity Charge
Taxes
Interest Income
Power Sales
Other
Total Revenues

State Water Contract (1)

Departmental O&M (2) Cash basis, may not foot due to
CRA Power rounding

Supply Programs (1)includes Delta Planning Costs
Demand Management (2)includes Regional Recycled

Debt Service Planning Costs
PAYGO (3)portion drawn from unrestricted

e L reserves, total SDCWA Litigation
.?.th(;\le( lI;:;ung:ittll(‘)PeZayments 3) payments for FY2021/22 = $50.5M
(4) includes deposit to Treatment
Net Revenue Surcharge Stabilization Fund
Increase in Required Reserves (4)
Withdraw from WSF
Change in Unrestricted Reserves




S37M lower SWP Power
resulting from 15% SWP
allocation for CY2022

Updated Budget Expenditures

Updated Prsed Increase from

Budget Biennial Budget 2022 to 2024
Fiscal Year Ending 2022 2023 J/ 2024
State Water Contract Power $ 212.4| $ (211.6)$ 258.6
Colorado River Aqueduct Power 57.6 105.9 85.6
Departmental O&M 608.9 616.7
State Water Contract OMP&R & Capital 417.0 440.1 468.2
Supply Programs (1) 61.2 66.7____6411

————————

€300 345

50.8  54.9
135.0  135.0

SM %

Delta Conveyance Planning (2) 25.0
Demand Management (1)
PAYGO

Debt Service 288.0  301.0])
Sub-total Expenditures $1,847.5] $1,937.0 $2,018.6

(1) cash funded portion  (2) net of CWF refund

Smoothed out
application of $34.5M
CWF Refund




Water Rates and Charges
Option 1: Updated Proposed Biennial Budget

Rates & Charges % Increase % Increase
Effective January 1st 2022 2023 (Decrease) 2024 (Decrease)
Tier 1 Supply Rate ($/AF)

Tier 2 Supply Rate ($/AF)

System Access Rate ($/AF)

System Power Rate ($/AF)

Treatment Surcharge ($/AF)

Full Service Untreated Volumetric Cost ($/AF)
Tier 1 $799 $879
Tier 2 $841 $1,082

Full Service Treated Volumetric Cost ($/AF)

Tier 1 $1,143  $1,246
Tier 2 $1,185  $1,449

RTS Charge ($M) $140 $157 $175 11%

Capacity Charge ($/cfs) $12,200 $10,800 $11,800 9%

Overall Rate Increase : 8.0%

Full Service Cost means the Full Service Rate, consisting of the following rate components: the applicable Supply

Rate, the System Access Rate, the System Power Rate, and if applicable the Treatment Surcharge for treated water
service.




Proposed Biennial Budget (from February)

1200 7 mmUnrestricted Reserves*
% 1000 - —Target Reserve
S Minimum Reserve
800

600 4+

Million Doll

400 -
200 -
O i

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ending

Overall Rate Inc. 3.0% 4.0%J 8.0% 8.0%] 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Water Transactions (MAF)** ' 1.52 1.60] 1.59 1.54| 154 151 153 153 154 155 1.55 1.57
Rev. Bond Cvg 20 1.5 18 17 17 17 18 1.7
Fixed Chg Cvg 20 1.5 18 17 1.7 17 1.7 1.6
PAYGO, $M 110 135) 135 135| 1/5 1v5 175 1/5 200 200 200 200

* Revenue Remainder and Water Rate Stabilization Fund
** Includes water sales, exchanges and wheeling




Option 1: Updated Proposed Biennial Budget

1200 1 mmUnrestricted Reserves*
—Target Reserve
Minimum Reserve

<1000 -~
S

800
600 -

400 -
200 -

Million Doll

O -

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ending

Overall Rate Inc. 3.0% 4.0%J 8.0% 8.0%] 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Water Transactions (MAF)** ' 1.52 1.60] 1.59 1.54| 154 151 153 153 154 155 1.55 1.57
Rev. Bond Cvg 20 16 18 17 17 18 18 1.7

Fixed Chg Cvg 20 1.6 18 17 1.7 17 1.7 1.6
PAYGO, $M 110 135} 135 135) 1/5 175 175 1/5 200 200 200 200

* Revenue Remainder and Water Rate Stabilization Fund
** Includes water sales, exchanges and wheeling




Scenario: Draw down an additional S20M in FY2023

1200 7 mmUnrestricted Reserves*
—Target Reserve
Minimum Reserve

rs

-

o

o
|

800
600
400 -
200 -

Million Dolla

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ending

Overall Rate Inc. 3.0% 4.0%
Water Transactions (MAF)** 152 1.60] 1.59 1.54| 154 151 153 153 154 155 155 157
Rev. Bond Cvg 2.0 1.7 17 17 1.7 1.7 1.7
Fixed Chg Cvg 20 1. . . . 6 17 17 17 16 17 1.6
PAYGO, $M 110 135) 135 135 175 175 175 175 200 200 200 200

* Revenue Remainder and Water Rate Stabilization Fund
** Includes water sales, exchanges and wheeling




What costs are discretionary?

Budget
Fiscal Year Ending 2022
State Water Contract Power $ 2124
Colorado River Aqueduct Power 57.6
Departmental O&M 579.9
State Water Contract OMP&R & Capital 417.0
Supply Programs (1) 61.2

Delta Conveyance Planning (2) 25.0
Demand Management (1)

PAYGO

Debt Service

Sub-total Expenditures $1,847.5

(1) cash funded portion  (2) net of CWF refund

Updated Proposed
Biennial Budget
2023 2024
$ 2116 $ 258.6
105.9 85.6
608.9 616.7
440.1 468.2
66.7 64.1
30.0 34.5
50.8 54.9
135.0 135.0
288.0 301.0
$1,937.0 $2,018.6

Increase from
2022 to 2024
831)Y/ %

$ 46.2

28.0
36.8 6%
51.2
2.9 5%
9.5
2.4 5%
- 0%
6.0) -2%
$171.1 9%




Review Proposed Budget Actions

Proposed Reductions FY 2022/23 FY 2023/24

| Reduced Departmental O&M Requested from Groups $ 33.9
| Bond AVEK High Desert Program* 38.4
Use CA WaterFix Refund for Delta Planning Costs 24.5

| Reduce PAYGO
Bond finance ramped-up Conservation Program*

Total Proposed Reductions $159.8

* Increases debt service costs

$ 36.6
46.0
10.0

$155.6
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Million Acre Feet

Historic Water Transactions
Projected vs. Actual

250
% %
2.00 - AR 'i\'f\g"'\g QN Q,Q D 69’ - Actuals Non-Member Agency Transactions
e = Actuals Member Agency Demands
1.50 - i O——g Budgeted Member Agency Demands
A3, b -e- Scenario: 100 TAF Lower Demands
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Fiscal Year Ending

Includes water sales, exchanges and wheeling (occur period)
* cash year ending



Scenario: 8%/8% with water demands 100TAF lower for 2 years

1Proposed Budget

mm Unrestricted Reserves*

—Target Reserve
Minimum Reserve

1200

<1000
G

800 -
510[0)
400

Million Doll

200
0

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ending
Overall Rate Inc. 3.0% 4.0%] 8.0% 8.0%] 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

Water Transactions (MAF)** ' 1.52 1.60] 1.49 144|154 151 153 153 154 155 155 1.57
Rev. Bond Cvg 20 16 18 16 1.7 17 17 1.7 1.7 1.7

Fixed Chg Cvg 20 16 18 16 1.7 17 17 1.7 1.7 1.6
PAYGO, $M 110 135) 135 135 1/5 175 175 175 200 200 200 200

* Revenue Remainder and Water Rate Stabilization Fund
** Includes water sales, exchanges and wheeling
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Unfunded Priorities

2021/22  Original Request New Positions Unfunded
Budget New Positions Added* Priorities
Water System Operations 940 62 (1)

Water Resource Management 68
Sustainability, Resilience & Innovation 20
Real Property 53
Operations Administration 11
Information Technology 130
Human Resources 44
Office of the General Manager 13
Finance 51
External Affairs 62
Equal Employment Opportunity -
Engineering Services 355
Diversity, Equity & Inclusion 7
Bay Delta Initiatives 17
Administration 81

Subtotal - GM's Department

Office of the General Auditor 13
Office of Ethics 5
General Counsel 37
Total Regular Employees 1,907 141 240) 81

* Reflects intergroup transfers

Group/Department
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Option 2: 9%/8% Fund Priorities
1200 7 mmUnrestricted Reserves*
" 1000 - —Target Reserve
c_Ts Minimum Reserve
g 800 -
E 600 -
= 400 -
200 -
O _

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ending

Overall Rate Inc. 3.0% 4.0%J 9.0% 8.0%] 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Water Transactions (MAF)** ' 1.52 1.60] 1.59 1.54| 154 151 153 153 154 155 1.55 1.57
Rev. Bond Cvg 20 16 18 17 17 18 18 1.7

Fixed Chg Cvg 20 1.6 18 17 1.7 17 1.7 1.6
PAYGO, $M 110 135} 135 135) 1/5 175 175 1/5 200 200 200 200

* Revenue Remainder and Water Rate Stabilization Fund
** Includes water sales, exchanges and wheeling




Water Rates and Charges
Option 2: 9%/8% Fund Priorities

Rates & Charges % Increase % Increase

Effective January 1st 2022 2023 (Decrease) 2024 (Decrease)

Tier 1 Supply Rate ($/AF)

Tier 2 Supply Rate ($/AF)

System Access Rate ($/AF)

System Power Rate ($/AF)

Treatment Surcharge ($/AF)

Full Service Untreated Volumetric Cost ($/AF)
Tier 1 $799 $887

Tier 2 $841 $1,087
Full Service Treated Volumetric Cost ($/AF)

Tier 1 $1,143  $1,258

Tier 2 $1,185  $1,458
RTS Charge ($M) $140 $157 $175 11%
Capacity Charge ($/cfs) $12,200 $10,800 $11,800 9%
Overall Rate Increase : 8.0%

Full Service Cost means the Full Service Rate, consisting of the following rate components: the applicable Supply

Rate, the System Access Rate, the System Power Rate, and if applicable the Treatment Surcharge for treated water
service.



Option 3: 7%/7% Fund Critical Needs

Changes from Proposed Biennial Budget

* Assume conservation is 100% bond financed
® Bond funding will be replaced with grants if attained

* 40 additional positions are added to meet the most critical needs

* Assume new positions will be filled in 6 months

* Additional costs:
* S3.4M in FY2022/23
* S7.3Min FY 2023/24



Unfunded Priorities

2021/22  Original Request New Positions  Unfunded Most Critical
Budget New Positions Added* Priorities Needs
Water System Operations 940 62 (1) 43
Water Resource Management 68
Sustainability, Resilience & Innovation 20
Real Property 53
Operations Administration 11
Information Technology 130
Human Resources 44
Office of the General Manager 13
Finance 51
External Affairs 62
Equal Employment Opportunity -
Engineering Services 355
Diversity, Equity & Inclusion 7
Bay Delta Initiatives 17
Administration 81
Subtotal - GM's Department

Office of the General Auditor 13
Office of Ethics 5
General Counsel 37
Total Regular Employees

Group/Department
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* Reflects intergroup transfers




Option 3: 7%/7% Fund Critical Needs

1200 7 mmUnrestricted Reserves*
% 1000 - —Target Reserve
S Minimum Reserve
800

600 -

400 -
200 -
O i

Million Doll

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ending

Overall Rate Inc. 3.0% 4.0%J 7.0% 7.0%]| 7.0% 6.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Water Transactions (MAF)** ' 1.52 1.60] 1.59 1.54| 154 151 153 153 154 155 1.55 1.57
Rev. Bond Cvg 2.0 15 1417 16 18 1.7 1.7 18 18 1.7

Fixed Chg Cvg 2.0 1.7 16 18 1.7 17 1.7 1.7 1.6
PAYGO, $M 110 135} 135 135) 1/5 175 175 1/5 200 200 200 200

* Revenue Remainder and Water Rate Stabilization Fund
** Includes water sales, exchanges and wheeling

1.5 14




Water Rates and Charges
Option 3: 7%/7% Fund Critical Needs

Rates & Charges % Increase % Increase
Effective January 1st 2022 2023 (Decrease) 2024 (Decrease)
Tier 1 Supply Rate ($/AF)
Tier 2 Supply Rate ($/AF)
System Access Rate ($/AF)
System Power Rate ($/AF)
Treatment Surcharge ($/AF)
Full Service Untreated Volumetric Cost ($/AF)
Tier 1 $799 $862 8%

Tier 2 $841 $1,063 26%
Full Service Treated Volumetric Cost ($/AF)

Tier 1 $1,143  $1,233 8%

Tier 2 $1,185 $1,434 21%
RTS Charge ($M) $140 $157 $175 11%
Capacity Charge ($/cfs) $12,200 $10,800 $11,800 9%
Overall Rate Increase : 7.0%

Full Service Cost means the Full Service Rate, consisting of the following rate components: the applicable Supply

Rate, the System Access Rate, the System Power Rate, and if applicable the Treatment Surcharge for treated water
service.
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Conservation Program Details

Million of Dollars

FY FY
2022/23 2023/24

Category

Turf

Regional Devices

Multi Family Property Toilet Replacement
Member Agency Administered

Advertising

Other*

Expansion of SoCalGas Programs for 15
Disadvantaged Community '

Muni Leak Detection & Repair Pilot : 1.3

Flow Monitoring Pilot : -

Total $43.0 $43.0

* includes landscape classes, surveys, pilots/studies, Water Savings Incentive Program,
Innovative Conservation Program, and inspections except turf replacement inspections




Review draft rate options for April

®* Option 1: 8%/8%
®* Option 2: 9%/8%
®* Option 3: 7%/7%

Updated Proposed Biennial Budget
~und Priorities

~und Critical Needs



April 1, 2022
April 11, 2022

April 12, 2022

Next Steps

Member Agency Managers Meeting

F&I Committee, Recommend Biennial Budget and Calendar Year rates and
charges

Board action regarding Biennial Budget, Calendar Year rates and charges,
and applicability of Section 124.5 limit
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