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Introduction to the presentation

• The Agency is in a great moment of growth. Previously FCF was 
outsourced and a single recommendation was made.

• Previously FCFs were set by the Wholesale Agency; this time they are 
being set by the merged, Retail Agency

• Today:
• Ratepayer Advocate has reviewed staff work
• Ratepayer Advocate has shared their thoughts with the F&A Committee

• Staff has revised its recommendation based on input from the Ratepayer 
Advocate and F&A Committee
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How far apart are the recommendations? 1 of 2
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1

2

WSA
Total	Revenue	
Requirement

Growth	in	
EMUs

Proposed	Fee	
for	1"

Current	Fee	
for	1"

Change	%

WSA	1:	West	Valley 185,386,128$								 18,775 $9,874 $11,476 ‐14.0%WSA	2:	East	Valley 100,539,404$								 6,740 $14,918 $16,124 ‐7.5%WSA	3:	Newhall	Ranch 183,004,974$								 22,144 $8,264 $9,745 ‐15.2%WSA	4:	Whittaker	‐Bermite 6,806,871$												 481 $14,140 $18,192 ‐22.3%

475,737,376							 48,140											

Staff	Recommendation

WSA
Total	Revenue	
Requirement

Growth	in	
EMUs

Proposed	Fee	
for	1"

Current	Fee	
for	1"

Change	%

WSA	1:	West	Valley 183,828,708$								 18,719 $9,821 $11,476 ‐14.4%WSA	2:	East	Valley 99,980,328$										 6,720 $14,879 $16,124 ‐7.7%WSA	3:	Newhall	Ranch 182,228,069$								 22,078 $8,254 $9,745 ‐15.3%WSA	4:	Whittaker	‐Bermite 6,766,898$												 480 $14,099 $18,192 ‐22.5%

472,804,003							 47,997											

Ratepayer	Advocate	Recommendation	



Flow of costs to the Water Service Areas
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Managing Risk
Key Variables

5



Key Risks to Accurate FCF Pricing

• Growth in Demand Risk: The risk that growth in demand will not 
occur at the level planned.

• Interest Rate Risk: The risk to capital project budgets due to changes 
in interest rates

• Equivalent Meter Unit Risk: The risk that forecasted quantities of EMU 
will not occur at the level planned.

• FCF pricing risk: The risk that FCFs will not collect a reasonable 
percentage of the cost of growth
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Growth in Demand Risk: Forecasting 2020 Demand
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SCV Water Demand 1980‐2018



Growth in Demand Risk
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10yr Avg
2012‐16 2014‐18 2009‐18 95% N 95% Ln 95% Tri

Current User Demand 64,761        62,054        65,229        71,421        71,841        66,131       
Future User Demand 29,139        31,846        28,671        22,479        22,059        27,769       

Total Demand 2050 from UWMP 93,900        93,900        93,900        93,900        93,900        93,900       
Current User % 69% 66% 69% 76% 77% 70%

Future User % 31% 34% 31% 24% 23% 30%

5yr Avg 5yr  2014‐18 Distributions



Interest Rate Risk
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Min ML Max

2.01 4.28          6.16



Interest Rate Risk
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FY	2020 FY	2021 FY	2022 FY	2023 FY	2024 FY	2025
Proposed	Debt	TermsInterest	Rate 4.50% 4.50% 4.50% 4.50% 3.50% 3.50%Term	(years) 30 30 30 30 30 30Issuance	Cost 0.85% 0.85% 0.85% 0.85% 0.85% 0.85%Interest	Earning	Rate 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%



EMU Realization Risk
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5/8" 5/8" 5/8" 3/4" 3/4" 3/4" 1" 1" 1" 

MIN ML MAX MIN ML MAX MIN ML MAX 

0.0% 2.0% 4.0% 60.0% 70.0% 80.0% 20.0% 30.0% 40.0% 

 



Differences in FCF Calculation Methodology, 
Opinion, and Fees
• It’s not the costs to recover… 
it’s how much growth will be 
realized

• Staff number: 48,140
• Ratepayer Advocate number: 
47,997

• There are defensible 
alternatives using Staff’s risk‐
based FCF model. 
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Timing of Capital Plan

 $‐

 $10,000,000

 $20,000,000

 $30,000,000

 $40,000,000

 $50,000,000

 $60,000,000

 $70,000,000

 $80,000,000

2
0
2
0

2
0
2
1

2
0
2
2

2
0
2
3

2
0
2
4

2
0
2
5

2
0
2
6

2
0
2
7

2
0
2
8

2
0
2
9

2
0
3
0

2
0
3
1

2
0
3
2

2
0
3
3

2
0
3
4

2
0
3
5

2
0
3
6

2
0
3
7

2
0
3
8

2
0
3
9

2
0
4
0

2
0
4
1

2
0
4
2

2
0
4
3

2
0
4
4

2
0
4
5

2
0
4
6

2
0
4
7

2
0
4
8

2
0
4
9

2
0
5
0

Future Value of Annual Capital Expenditure

Planned Capital Spend

The Master Capital Plan is heavily loaded up 
front. This led to the development of FCF 
scenarios that excluded capital costs from 
2030 through build out. The logic behind 
this is that projects planned over 10 years 
out may get cut or deferred; annual staff 
review of the Master Plan will provide plenty 
of lead time to add back these projects that 
will primarily benefit communities that will 
not be started until the next update of the 
FCF.

Projects starting 2030 and later: ($213.9m)

Recycled Water Projects (Alignments A‐H)
ESFP Storage Expansion 
Rio Vista Reservoir Expansion 
Water Supply Banking (10,000 AF)
Stored Water Recovery Unit Replacement

Southern Service Area Expansion
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The need for a high level of confidence in the 
price point used for FCFs

What the model is telling us
• For a specific level of confidence, 
what should the FCFs be so that if 
all FCFs were prepaid in 2020, the 
revenue received would be 
adequate to cover all costs 
allocated to growth through 
buildout.

• There is no expectation that this 
will happen

• As a result, the FCF study will be 
updated periodically

What we need to collect annually
• Existing Debt Service allocated 
to Future Growth is ≈ $21 million 
per year

• Agency FCF Revenue forecast ≈ 
$8 million per year 

• The gap is ≈ $13 million per year
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