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INTRODUCTION



WATER RESILIENCE INITIATIVE GOALS

Understand 
Benefits

Understand 
Costs

Understand 
Risk & 

Uncertainty



UPCOMING DECISIONS



PURPOSE OF THE EFFORT

Expand the Water 
Resource 
Integration Model 
(WRIM) to include 
post-processing for 
cost evaluations.

1
Provide clear 
comparisons of 
costs, benefits, 
and resilience.

2
Support Board 
decision-making 
under uncertainty.

3



CONSULTANT TEAM



Richard McCann 
(M.Cubed)

• 40 years consulting experience in 
water resource planning, 
environmental & energy regulation

• Clients include water agencies, 
state regulators, environmental 
and business stakeholders

• Worked on Delta & agricultural 
water use issues

• Prepared HCPs for water agencies
• Testified as an expert witness 

more than 60 times



Kris Helm
(Kris Helm Consulting)

• 40+ years of experience in water resources 
economics, policy, and strategic planning; former 
leadership roles at MWD and West Basin MWD

• Trusted advisor to major Southern California 
agencies, with deep experience in recycled water, 
groundwater management, and alternative supplies

• Leads economic and financial evaluations of water 
portfolios, supporting investment decisions through 
cost, benefit, and risk analysis

• Extensive experience in permitting, contract 
negotiations, and multi-agency coordination for large, 
complex water projects



COST CONCEPTS 
FRAMEWORK 



COST SIMULATION FRAMEWORK
Sunk Costs (Costs committed going forward)

• Capital & Fixed O&M costs for a defined baseline alternative
• NOT RELEVANT TO DECISION

Long Term Marginal Costs of Portfolio Additions
• Capital and Fixed O&M
• Variable Costs based on Simulated Use

Short Term Marginal Costs of Additions & Existing Resources
• Pumping Costs
• Treatment Costs
• Changed Operation of Existing Resources

Indirect Costs/Benefits
• Avoided Shortages
• Surplus Sales Revenues or Dry Year Purchases



OPPORTUNITY COSTS & BENEFITS
FOR BUILD OR NOT BUILD

Build New Project Status Quo Supply
Costs
Sunk costs Ongoing invested capital 

payments
Ongoing invested capital 

payments
Future fixed costs Capital investment Only for replacement

Direct operating costs Added usage costs Increased purchased water 
conveyance

Indirect operating costs Reduced existing direct costs No change

Benefits
Avoided shortages Reduced risk Increased risk depending on 

supplies and local demand

Market transactions Sell surplus in non-dry years Buy in dry years



POTENTIAL SURPLUS SALES REVENUES

Estimate

Estimate sales prices 
based on historic 
transaction data at point 
of delivery and 
hydrologic conditions

Simulate

Simulate available 
surpluses

Weigh

Weigh sales versus 
storage value 
opportunity



ECONOMIC COSTS 
OF SHORTAGES

Shortages create real 
economic impacts in 
the service area

Must be evaluated 
with project costs for 
fair comparisons

Demand management 
included as project 
elements



BUSINESS & 
ECONOMIC 

COSTS MEASURE LOST 
OUTPUT, JOBS AND 

INCOME

REGIONAL ECONOMIC 
INPUT-OUTPUT 

MODELS GIVE THESE 
MEASURES BY 

SECTOR



• Values consumer shortages 
based upon what they would 
have been willing to pay for 
the water they couldn’t 
receive
• A common economic 

concept
• Importantly, as shortages get 

more severe, the value per 
acre-foot of the water they 
can’t receive goes up at an 
escalating rate

• This is a consistent 
methodology with other 
studies including 
assessments of Benefits 
from DCP

Consumer 
Shortage 
Valuation



VALUE TO SCV WATER

Compare major 
investments on 
costs + benefits

Evaluate 
alternative 
portfolios for 
resilience

Provide 
transparent, 
high-level results 
for the Board

Demonstrate 
conservative 
planning that 
safeguards supply

Reliability
Resilience

Cost
Affordability



Task 1: 
Workshops and 
Cost Input 
Development

Task 2: Baseline 
Modeling (No 
Project 
Alternative)

Task 3: Project 
Scenario Modeling

Task 4: Post-
Processing and 
Documentation

Task 5: Board Presentations

Task 6: Develop Scope 
of Work for Next Phase

2026 WATER SUPPLY COST ANALYSIS EVALUATION – DRAFT SCHEDULE
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Deliverable
Presentation



QUESTIONS?
Thank you!
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