
 
 
Date:              June 6, 2013 
 
To:              Regional Committees  
 
From              Inland Empire Utilities Agency 

 
Subject:                   Fiscal Year 2013/14 Regional Wastewater, Recycled Water and Recharge 

Water Programs Proposed Budget and Ten Year Capital Improvement 
Plan   

 

RECOMMENDATION 
 

It is recommended that the Regional Technical and Policy Committees (Committees) review and 
make recommendation to the IEUA Board of  Directors (Board) to approve the proposed Fiscal 
Year (FY) 2013/14 Budget for the Agency’s Regional Wastewater and Recycled Water programs 
and FY 2013/14 -2022/23 Ten Year Capital Improvement Plan (TYCIP).  The proposed budgets 
were provided to the Regional Technical Committee at the May 2, 2013 meeting.   

BACKGROUND 
 
A budget workshop for the Agency’s Board of Directors was facilitated on April 3, 2013 for 
review of the preliminary FY 2013/14 budget and TYCIP.  A preliminary review of the proposed 
budget for the Agency’s Regional Wastewater, Recycled Water and Recharge Water programs 
and TYCIP was presented to the Committees on April 4, 2013. A follow up presentation was 
also provided to the Regional Technical Committee on May 2, 2013.  Highlighted in the 
respective program sections below are the minor changes that have been made to some 
operations and maintenance costs and capital projects since they were last presented to the 
Committees. 
 
Budget Timeline 
 
The following is the timeline for Board/Committee approval of FY 2013/14 budget for the 
Regional Wastewater and Recycled Water programs and TYCIP.     
 

Board / Committee Date 
Regional Technical Committee May 2, 2013 
Regional Committees  June 6, 2013 
IEUA Finance, Legal and Administration Committee June 12, 2013 
IEUA Board of Directors (Final Adoption) June 19, 2013 
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Key Budget Assumptions 
 
The Agency’s proposed FY 2013/14 budget and the FY 2013/14-2022/23 TYCIP are based on 
the Agency’s commitment to meet its Levels of Service (LOS) in an environment that is 
characterized by slow but gradual economic recovery.   The focus of the LOS is to deliver high 
quality, reliable services to our customers in a regional, cost effective manner through prudence 
in financial planning and strategic resource management.  As part of the broader Agency’s Asset 
Management Plan (AMP), the LOS aligns O&M and capital decisions to the Agency’s values 
and customer expectations.   
 
The proposed budget for the Regional Wastewater and Recycled Water programs is based on 
multi-year rates adopted by the Agency’s Board in February 2012, for Fiscal Years (FYs) 
2012/13 – 2014/15.  Table 1 shows the adopted multi-year rates.     
 
Table 1: Multi-Year Rates Adopted for FYs 2012/13 to 2014/15 
 

 
Reinstatement of Repair and Replacement (R&R) 
 
A significant component of the proposed budget and TYCIP is the reinstatement of Repair and 
Replacement (R&R) projects previously deferred as part of the Agency’s cost containment plan.  
Between FY 2013/14 and FY 2017/18, the Agency plans to spend an average of $16 million 
annually in R&R projects, which is approximately double the average amount the Agency has 
spent annually since the economic downturn of FY 2007/08.  Another key component is the 
expansion and improvement of the Agency’s Southern Service Area to meet the expected future 
growth and increased service demands.    
  
 

Program Rate 
FY 2012/13 

Effective 
July 1, 2012 

FY 2013/14 
Effective 

July 1, 2013 

FY 2014/15 
Effective 

July 1, 2014 
Regional 

Wastewater 
Monthly EDU 

Volumetric Fee  
$12.39 $13.39 $14.39 

New Per EDU 
Connection Fee 

$4,909 $5,007 $5,107 

Recycled Water Direct Delivery 
Rate Per AF 

$155 $215 $290 

Groundwater 
Recharge Per 

AF 

$195 $255 $335 



FY 2013/14 Proposed Budget and TYCIP 
June 6, 2013 
Page 3 of 19     
 

G:/PP/Techinical and Policy Committee/2013/FY 2013/14 Proposed Budget and TYCIP 
 
 
 

Regional Wastewater Capital Improvement (RC) Fund   
 
Key Changes from Preliminary Budget: Since the previous presentations to the Committees, 
the changes to the proposed Regional Wastewater Capital Improvement (RC) fund O&M and 
CIP budget include; receipt of an early lump sum payment in April 2013 of the two scheduled 
principal installments ($2.3 million each) due in June 2013 and June 2014 from the sale of the 
outdoor composting land site, and the addition of a $500,000 capital contribution for the Agency’s 
50% share of IERCA capital improvement project expenditures budgeted in FY 2013/14. 
 
Revenue and Other Sources of Funds: The total revenue and other sources of $30.9 million in 
RC fund, as shown in Table 2 below include new EDU connection fees and property tax receipts. 
Following the 2008 economic downturn, the number of new EDU connections dropped 
dramatically from an average of 5,700 per year (2000 to 2007) to an average of 1,900 in the five 
years following.  Based on FY 2012/13 projections of 1,700 new EDU connections, the proposed 
budget for FY 2013/14 conservatively estimates 1,800 new EDU connections with gradual 
increases in succeeding years as new development continues to accelerate in the service area. 
 
Table 2:  FY 2013/14 RC Fund Major Revenue & Other Sources of Funds 
 

Fund 
Major 

Revenue Category 
Amount 
$Millions Key Assumptions 

Regional 
Wastewater 
Capital (RC) 

New EDU Connections Fees $9.0  1,800 new EDUs connections 
compared to 1,700 units projected for 
FY 2012/13.  EDU connection fee to 
increase from $4,909 per EDU to 
$5,007/EDU effective 7/1/13. 

Property Tax Receipts $21.7  Assumes a 1% increase in FY 
2013/14.  Allocation of 65% of total 
property tax receipts to RC fund are 
designated for debt service costs in 
FY 2013/14. 

 
Property tax receipts which are another major funding source for the RC fund are assumed to 
increase by 1% relative to the amount adopted in the FY 2012/13 budget.  The increase of 1% is 
based on the County of San Bernardino Tax Assessor’s estimate of a 1.25% increase in property 
assessment roll.   
 
Expenses and Other Uses of Funds: The total RC fund budget of $41.1 million in expenses and 
other uses of funds as shown in Table 3 include debt service and capital costs and operating 
expenses. Debt service cost of approximately $21 million related to principal and interest for 
2005A, 2008B and 2010A bonds and SRF loan repayment comprise the largest expenditure.  
Debt service costs also include a $5.5 million inter-fund loan transfer in support of capital 
expenditures in the Recycled Water Program.  As Table 3 shows, other major expenditures 
include operating expenses of $5.5 million, CIP of $9.9 million, inter-fund transfers of $4.2 
million, and $500,000 in capital contributions to the IERCA for the Agency’s share of capital 
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improvement project expenditures budgeted in FY 2013/14. Table 4 lists the major capital 
projects. 
 
Table 3:  FY 2013/14 RC Fund Major Expenses & Other Uses of Funds 
 

Fund 
Major 

Expenses Category 
Budget 

$Millions Key Assumptions 

Regional 
Wastewater 
Capital (RC) 

Operating Expenses $5.5 Administrative costs for support of 
the Regional program.  

Debt Service Costs $21.0  Includes principal & interest for 
2005A, 2008A, 2008B and 2010A 
bonds and SRF loan for RP-1 
Dewatering Expansion Facility.  
Also included is a $5.5M inter-fund 
loan to the Recycled Water 
program to support capital 
expenditures. 

Capital Project Costs $9.9  See Table 4 on major capital 
projects. 

Inter-Fund Transfers $4.2 Capital and debt service cost 
support to the Administrative (GG), 
Recycled Water (WC), and the 
Recharge Water (RW) funds. 

 

Capital Contribution $0.5 50% share of a capital call of $1 
million to support IERCA capital 
improvement project costs 
budgeted in FY 2013/14. 

 
Table 4: Major RC Fund Capital Projects 

 
Project Name  Total Project 

Budget 
$Thousands                 

FY 2013/14 
Budget 

$Thousands 
HVAC and Server Room Fire Suppression 
Improvements 

$2,100 $1,200 

RP-1 Aeration Ducting $848 $848 
Central Plant for New Operations Lab $2,765 $700 
RP-1 Headworks Rehabilitation Project $10,725 $725 
 
Regional Wastewater O&M (RO) Fund  
 
Key Changes from Preliminary Budget: Since previous presentation to the Committees, the 
R&R capital budget for the Regional Wastewater Operations & Maintenance (RO) fund has 
increased from $400,000 to $650,000; a net change of $250,000.  The increase is due to a change 
in the scope of work for the RP-4 Headworks Retrofit project.  As a result of this increase, the 
RO fund TYCIP increased from $114.9 million to $115.2 million.  
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Revenue and Other Sources of Fund: The RO fund accounts for the revenue and operating 
cost directly related to the domestic sewage treatment service and organic management activities, 
including employment costs to operate and support the Inland Empire Regional Composting 
Authority (IERCA) composter.  Approximately 91%, or $43.3 million, of the program’s 
operating revenues are generated from monthly EDU volumetric fees, and the balance of 9% is 
derived from property tax receipts and contract reimbursements. Total revenue and other sources 
of funds are proposed at $55.1 million. Table 5 below shows the major revenue categories and 
related assumptions.  

 
Table 5:  FY 2013/14 RO Fund Major Revenue & Other Sources of Funds 

Fund Major 
Revenue Category 

Budget 
$Millions 

Key Assumptions 

Regional 
Wastewater 
Operations & 
Maintenance (RO) 

Monthly Volumetric 
Charges 

$43.3 Projected growth of 0.50% in the 
number of over billable EDUs 
compared to FY 2012/13 adopted 
budget.  EDU Volumetric rate to 
increase from $12.39/EDU to 
$13.39/EDU effective 7/1/13. 

Property Tax Receipts $7.3 Assumes a 1% increase in FY 
2013/14.  Allocation of 22% of total 
property tax receipts to RO Fund are 
designated to support debt service and 
capital investment.   

Contract Reimbursement $3.3 Reimbursement of employment costs 
from the IERCA. 

 
The RO fund is allocated approximately 22% of total property tax receipts.  This allocation was 
reduced from 27% beginning in FY 2009/10 when 5% was temporarily shifted to the Recycled 
Water program to support debt service costs.  The 5% allocation is set to revert back to the RO 
fund in FY 2014/15. 
 
Table 6 below shows the major expense categories in the RO fund including the key assumptions 
related to each category. Table 7 shows the list of major capital projects. 
  

Table 6:  FY 2013/14 RO Fund Major Expense and Uses of Funds  

Fund 
Major 

Expense Category 
Budget 

$Millions Key Assumptions 

Regional 
Wastewater 
Operations & 
Maintenance (RO) 

Employment $25.3 No change in the 295 Full Time 
Equivalent (FTE) authorized 
positions, maintains a vacancy factor 
or up to 5%, includes 1% merit 
increase, higher benefit costs, 
including 5% increase in CalPERS 
employer contribution rate. (Subject 
to change from upcoming labor 
negotiations).   
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Capital Repair Replacement 
(R&R) 

$10.1 Facilities and equipment condition 
assessment, maintenance, cleaning, 
and repairs related projects. 

Utilities $6.7 No change in total consumption as 
budged in current FY, $0.12 kWh 
electricity rate for direct access; 
renewal energy rates based PPA 
contracts and annual CPI increase.   

Chemicals $4.3 Higher dosage of polymer due to RP-
1 Dewatering centrifuge, and ferric 
chloride to maintain digester gas H2S 
concentration compliance.  

Bio Solids $3.5 Reduced costs due to process 
efficiency gains with RP-1 
Dewatering centrifuges.  

Contract Work/Special 
Projects 

$2.0 Special (O&M) projects include: 
Digester cleaning, Bio-filer media 
replacement for RP-1 Headwork’s 
and RP-5, Asset Management Master 
Plan, Asset Management Condition 
Assessments, and Blower analysis for 
various facilities. 

 
 

Table 7:  FY 2013/14 RO Fund Major Capital Projects 

Project Name 

Total Project 
Budget 

$Thousands 

FY 2013/14  
Budget 

 $Thousands 
SCADA Enterprise System 
Upgrade 

$9,850 $850 

RP-1 Secondary Clarifier Asset 
Rehab 

$5,300 $800 

Montclair Lift Station Upgrades $2,184 $1,600 
RP-2 Dome Replacement $1,800 $1,800 
CCWR  Secondary Clarifier 
Rehab 

$890 $650 

RP-1 Asset Replacement $500 $500 
 
Recycled Water (WC) Fund 
 
Key Changes from Preliminary Budget: For the Recycled Water fund, specific changes since 
the previous presentations to the Committees include a decrease of $137,000, in the estimated 
utilities cost due to realignment of electricity costs to projected recycled water deliveries. After 
the adjustment, utilities costs are still projected to increase from $1.8 million in FY 2012/13 to 
$2.2 million in the FY 2013/14 proposed budget due to higher pumping costs.  Additionally, a 
new project, the RP-1 Outfall Relocation and Upsizing project, initially budgeted in FY 2012/13 
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in the amount of $2.0 million, was shifted to FY 2013/14, resulting in a total TYCIP increase of 
approximately $2.0 million. 
 
Revenue and Other Sources of Funds: Total program revenue and other sources of funds are 
budgeted at $51.2 million, which includes recycled water sales, MWD LPP Program rebate, SRF 
loans and grants proceeds, property tax allocation, and inter-fund loan. Total recycled water AF 
deliveries, comprised of 21,400 AF of direct deliveries and 10,000 AF of recharge deliveries, are 
anticipated to increase slightly to 31,400 AF compared to 30,000 AF projected for the current 
fiscal year.  Based on the multi-year rates adopted by the Board in February 2012, total recycled 
water sales are budgeted at $7.2 million; $4.6 million direct sales and $2.6 million for recharge 
sales.  The Metropolitan Water District of Southern California Local Project Program (MWD 
LPP) rebate of $2.1 million is another key operating revenue source.  This annual rebate is set to 
expire on June 2017.  
 
As shown in Table 8, State Revolving Fund (SRF) loan proceeds and grant receipts in the 
amount of $31.5 million represent approximately 60% of the $51.2 million of the Recycled 
Water program’s toal revenue and other funding sources in FY 2013/14.  These funding sources, 
along with a $5.5 million inter-fund loan from the RC Fund and temporary 5% allocation of 
property taxes in the amount of $1.7 million are the primary funding sources of the Recycled 
Water program CIP.   
 

Table 8: FY 2013/14 WC Fund Major Revenue & Other Sources of Funds 

Program 
Major 

Revenue Category 
    Budget 
  $Millions Key Assumptions 

Recycled Water 
(WC) 

Direct Sales $4.6 21,400 AF, an increase of 1,400 AF 
compared to FY 2012/13 adopted 
budget.  Rate to increase from $155 per 
Acre Foot (AF) to $215/AF effective 
7/1/13.  

Recharge Sales $2.5 10,000 AF, same as FY 2012/13 
adopted budget.  Rate to increase from 
$195/AF to $255/AF. 

MWD LPP Rebate $2.1 $134/AF rebate for recycled water sales 
Up to 13,500 AF per FY.  Rebate is set to 
expire in June 2017. 

Property Tax Receipts $1.7 Assumes a 1% increase in FY 2013/14.  
Allocation of 5% temporary of property 
taxes to WC fund support program 
costs.  Beginning FY 2014/15 the 5% 
allocation reverts to the RO Fund.  

SRF Loan and Grant 
Proceeds 

$31.5 SRF loans and grants are the primary 
funding source for the Southern and 
Central/Wineville Area Recycled Water 
Projects 

Inter-fund Loan $5.5 Loan from RC fund to support capital 
expenditures not funded by SRF loans 
and grants 
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Expense & Other Uses of Funds: Total Recycled Water program expenses and other uses of 
funds are budgeted at $53.9 million. Table 9 shows the major expense categories in the Recycled 
Water program.  Debt service costs of $5 million include repayment of principal and interest on 
outstanding debt.  Repayment of the $23.5 million outstanding inter-fund loans ($8.5 million due 
to RC fund and $15 million due WC fund) are scheduled to begin in FY 2016/17, increasing total 
annual debt service costs to a high of $15.8 million in FY 2021/22.  Full repayment of the $23.5 
million inter-fund loans is projected by FY 2022/23.   

 
Table 9:  FY 2013/14 WC Fund Major Expense Categories & Other Uses of Funds 

Program 
Major 

Revenue Category 
Budget 

$Millions Key Assumptions 

Recycled Water 
(WC) 

Capital Projects $41.1 See Table 9 on major projects   

Debt Service Costs $5.0 Includes principal and interest costs 
for outstanding debt.  Increasing by 
$200,000 compared to projected 
actuals.    

Utilities  $2.2 $0.12 kWh electricity rate for direct 
access, renewal energy rates based 
PPA contracts and annual CPI 
increase. Higher pumping costs 
driving an increase of nearly 
$400,000 compared to projected 
actuals.   

Employment  $2.1 No change in the 295 Full Time 
Equivalent (FTE) authorized 
positions, maintains a vacancy factor 
or up to 5%, includes 1% merit 
increase, higher benefit costs, 
including 5% increase in CalPERS 
employer contribution rate.  (Subject 
to upcoming labor negotiations).   

Contract Work/Special 
Projects 

$1.1 Some of the major O&M (Special) 
projects include; San Antonio & 
Jurupa Force ARV replacement, 
Urban Runoff Capture Retrofits at 
Recharge Basins, and Water Softener 
Removal Rebate Program. 

 
Table 10 below shows the major capital projects included in the capital improvement program 
for FY 2013/14. 
 

Table 10:  FY 2013/14 WC Fund Major Capital Projects 

Project Name 

Total Project 
Budget 

$thousands 
FY 13/14 Budget 

$thousands 
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Wineville Extension –
Segment A 

$18,248 $8,000 

Wineville Extension –
Segment B 

$11,925 $7,000 

930 Zone RW Pipeline   $6,875 $6,100 
930 Zone RW Reservoir  $7,625 $5,100 
CCWRF RW Pump 
Station 

$11,217 $3,750 

San Sevaine Basin 
Improvements 

$2,502 $1,700 

GWR and RW SCADA 
Upgrades 

$2,433 $781 

Turner Basin Recharge 
Improvements 

$1,125 $1,100 

RP-1 Outfall Relocation $2,000 $2,000 
 
Recharge Water (RW) Fund  
 
Key Changes from Preliminary Budget: Since the previous presentations to the Committees, 
the Recharge Water (RW) fund capital expenditures have increased by $50,000, from $560,000 
to $610,000, and special project costs were reduced by $250,000, due to a decision to defer 
Groundwater Basin Improvements project (EN14031).   
 
Pursuant with Chino Basin Recharge Master Plan and Peace II Agreement, costs for basins 
recharged with recycled water are pro-rated between Watermaster and the Agency based on the 
relative proportion of recycled water to the total water recharged in the basin.  The Agency’s 
pro-rata share is estimated to increase from FY 2012/13 projected budget of $275,000 to 
$464,300 in FY 2013/14.   
 
The RW fund accounts for the revenues and expenses associated with groundwater recharge 
operations and maintenance through joint effort with the Chino Basin Watermaster 
(Watermaster), Chino Basin Water Conservation District, and the San Bernardino County Flood 
Control District.  Operating expenses include general basin maintenance and/or restoration, 
groundwater administration (e.g. labor and tools), contracted services (e.g. weeding and vector 
control), compliance reporting and environmental documentation for permit compliance. 
  
 
Fund Balances    
 
Consistent with sound and prudent fiscal practices, and in compliance with legal requirements, 
the Agency has historically maintained reserves within its various programs (funds) to sustain 
operational and capital requirements and to address unforeseen events.  A critical component is 
funds designated to support capital investment, including replacement, repair, and improvement 
of the Agency’s facilities and infrastructure.   
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Total fund reserves for three major Agency funds (Regional Wastewater Capital, Regional 
Wastewater O&M, and Recycled Water) are reported in Figure 1.  With the exception of FY 
2012/13 Amended Budget when capital construction reserves drop to under $17 million; just 
under 50%, or an average of $40 million per fiscal year, of the total fund balance reserves are 
designated for capital construction, as indicated by the blue trend line in Figure 1.  Based on the 
estimated $1.1 billion replacement value of the Agency’s facilities and infrastructure, $40 
million is only sufficient to support about 4% of total assets.           

 
Figure 1:  Fund Balances for Regional Wastewater & Recycled Water Programs 

 
 

 
 
The significant drop in the estimated ending fund balance reported for FY 2012/13 Amended 
Budget is primarily due to significantly higher budgeted amount for capital expenditures of $56 
million and operating expenses of $77 million, both are projected to be significantly lower, as 
reflected by FY 2012/13 Projected higher ending reserve balances.  Capital expenditures are 
projected to be only $26 million and operating costs are estimated to be $68 million through the 
end of the current fiscal year.   
 
Establishing and sustaining appropriate fund reserves is essential to the Agency’s ability to 
upkeep and enhance facilities in a timely and cost effective manner, as well as safeguard its 
financial health to address economic, environmental, and regulatory variability.  Prudent short 
and long term planning will support implementation of moderate rate increases and avoid 
unnecessary rate spikes in the future.  
 

FY 2014-2023 Ten Year Capital Improvement Plan (TYCIP) 
 
The proposed FY 2014-2023 TYCIP of $415 million is approximately 82% higher than the 
currently adopted TYCIP of $228 million.  The changes made in the TYCIP since April’s 
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presentation is an increase of $2 million, from $413 million to $415 million, which is due to the 
addition of the RP-1 Outfall Relocation and Upsizing project budget of $2 million in the 
Recycled Water program.  The proposed TYCIP focuses on critical R&R expenditures necessary 
to meet reliability and regulatory requirements.  Also included, is the expansion and 
improvement of existing facilities as the Agency prepares to meet higher service demands 
anticipated from the anticipated growth in its service area.   
Repair and Replacement (R&R) 
 
Another key component of the TYCIP is capital projects for major maintenance, repair, and 
replacement of aging equipment and facilities.  As mentioned in the RO fund summary, the 
deferral of R&R projects beginning in FY 2008/09 as part of the Agency’s cost containment plan 
has resulted in an increase in the number of failures and emergency repairs.  Exhibit C lists some 
of the major R&R included in the proposed TYCIP. 
 
Improvement and Expansion Projects 
 
Included in the TYCIP are capital projects targeting required improvements and expansion of 
existing facilities in order to meet higher anticipated service demands in the future.  Between FY 
2012/13 and FY 2021/22, member agencies are projecting 33,495 new EDU connections.  Nearly 
half, or 16,050 new EDU connections, are forecasted by the City of Ontario, primarily from the 
New Model Colony.  The Agency’s more conservative estimate of 21,700 in new EDU 
connections over the next ten years is based on historical trends and aligns with the service area 
economic outlook, as well as the Agency’s projection for capacity utilization of existing 
facilities, which is expected to reach 76%, or 64.7 Million Gallons Per Day (MGD), by 2023.   
  
Some of the large value improvement and expansion projects include the relocation of the solids 
handling facility from Regional Water Recycling Facility (RP-2) to Regional Water Recycling 
Facility (RP-5) and the expansion of the liquids handling capacity at RP-5.  Exhibit B is list a of 
the major improvement and expansion projects planned for the initial five years.   
 
TYCIP Allocation by Fund 
 
Over 90% of the $415 million proposed TYCIP is designated for the Regional Wastewater and 
Recycle Water programs, as illustrated in Figure 2.   
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Figure 2:  TYCIP Allocation by Fund, $415 Million   

   
 
Of the total TYCIP, $67.5 million, or 16%, is appropriated for FY 2013/14; and $37.5 million, or 
9%, for FY 2014/15.  In total, capital expenditures are almost evenly split between the first and 
last five year periods; 51% of the total TYCIP proposed during the first 5 years with the 
remaining 49% in the final five years.   
 
Of the total $415 million TYCIP, 62% is projected to be financed through Pay-Go, 19% from 
SRF loans, and the balance of 19% from a combination of grants, new debt, and inter-fund loans, 
as indicated in Table 11.   
 

Table 11:  TYCIP Funding Sources 

Funding Source 
Amount 

($Millions) 
% of 

TYCIP Key Assumptions 
New Debt  
(Bonds & SRF 
Loans) 

$119 29% $40M Bond issue in FY 2018/19 to finance Southern 
Area Expansion project ($90M) 
$40M SRF loans beginning in FY 2013/14 for 
Southern Areas and Central/Wineville 
$25.2M SRF loans  for future recycled water projects 
$14M SRF loan to support new laboratory 

Pay-Go  $258 62% Higher connection fees rates increasing from $5,007 in 
FY 2013/14 to $6,283 by FY 2022/23  
 
Peg estimates of property tax receipts on estimates 
provided by the San Bernardino County Assessor.  FY 
2013/14 estimated growth is 1% 
 

Grants $9 2% Research and apply for grants to support Agency 
capital projects 

Inter-fund 
Transfers 

$29 7% Optimize inter-fund loans within funds to meet critical 
project demands 

Total $415 100%  
 
 
 

Admin 
Service, 
$10.7,  

2% 
Recharge 

Water, $.6, 
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Summary of Responses to Comments on Draft TYCIP 
In the Executive Summary, a clarification was made to indicate that the FY2013/14 Wastewater 
Facilities Master Plan Update will consider regional growth patterns and make recommendations 
on future plans for liquids and solids treatment capacity. The plan will also address 
improvements at all facilities to provide adequate nutrient removal and odor control. 

 
In Chapter 7 (Groundwater Recharge Chapter), a change was made to indicate that an 
updated Recycled Water Program Plan is currently under development that will be part of the 
Agency’s FY 2013/14 Integrated Water Resources Plan.  It will re-evaluate the role the recycled 
water program plays in the regional water management portfolio and a revised, robust financial 
model will be developed to meet the future goals of the region.  Alternatives for the use of 
recycled water for direct use and recharge will be evaluated based on an analysis of costs and 
benefits to the region and priorities for future use may be established.   
  
In Chapter 4 (Regional Program), Chapter 6 (Recycled Water Chapter), and Chapter 7 
(Groundwater Recharge Chapter), individual project data sheets were added to the end of each 
chapter summarizing each major project’s objectives, description, schedule, location, and 
funding sources.  Sheets were developed for significant new and existing projects, generally over 
$2 million. 
 
Debt Coverage Ratio 
 
The Debt Coverage Ratio (DCR) is the measurement of an entity’s ability to generate enough 
cash to cover debt payments (principal payments and related interest), and serves as a critical 
financial measure in determining its overall credit rating.  DCR also affects an entity’s market 
accessibility for future borrowings and the associated costs.  Improvement of the Agency’s DCR 
was a key driver of multi-year rate increases adopted by the Board in February 2012 for the 
Regional Wastewater and Recycled Water programs.  The Board established a minimum DCR 
target of 1.50x and 1.70x to be achieved by the end of FY 2013/14 and FY 2014/15, respectively.   
 
Based on current assumptions and the combined effect of the higher user charges and ongoing 
cost-containment initiatives, the DCR targets established by the Board are expected to be met as 
well as exceeded the target, as reported in Table 12.  

 
Table 12: Debt Coverage Ratios 

 

Actual FY 
2011/12 

Projected 
Actual 

 FY 
2012/13 

Forecast 
FY 2013/14 

Forecast 
FY 2014/15 

Forecast 
FY 2015/16 

DCR 
actual/projection 
based on current 
assumptions 

 

1.67x 2.03x 1.82x 2.11x 2.09x 
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The projected achievement of a DCR of 1.82x (Board target was 1.50x) in FY 2013/14 and the 
DCR of 2.11x in FY 2014/15 is significant; as these ratios are projected to exceed the 1.90X 
average credit rating identified by Fitch for AA rated medium size wastewater/water agencies, 
will better position the Agency to acquire new debt at a lower borrowing costs.    
 
Table 12:  Fitch Average Credit Rating 
 

Rating Agency AA rating AAA rating 
Fitch 1.9x 2.7x 

 
Considering the growth anticipated over the next 10 years and the need to expand existing 
facilities to meet increased service demands, improving the Agency’s long term credit rating 
from AA- to AAA is essential.  Attaining the AAA credit rating (considered high quality 
borrower) will better position the Agency to acquire new debt at a significantly lower cost.  In 
today’s market, the cost of borrowing between AA and AAA is about 20 basis points.  On a $40 
million bond issue, this translates to cost savings of over $2.4 million over a 30 year term. 
 
Conclusion   
 
The Los Angeles County Economic Development Corporation, in its annual forecast released 
Wednesday, February 20, 2013 called for better conditions across the board in the inland empire 
this year and even stronger economy in 2014.  Another echo from San Bernardino and Riverside 
counties suggests construction work could again be the region’s biggest economic engine.   
 
The current outlook of strengthening local economic conditions will necessitate the Agency to 
proactively improve existing facilities in order to continue to meet the commitment of levels of 
service.  To revamp the Agency’s aging infrastructure to levels that will successfully meet 
potential demands from growth, spending on annual repairs and replacement will need to be 
more than doubled from the $6 million being spent currently to an annual investment of $14 
million as recommended by the Agency’s Asset Management Plan.  Over the next ten years, the 
Agency will also need to address expansion of its existing facilities in order to meet the 
anticipated growth and higher service demands, particularly in the southern section of its service 
area.  
 
Future capital investment in expansion and improvement of Agency facilities will be supported 
through a combination of pay-go and external financing, such as bonds or State Revolving Fund 
loans.  To secure low borrowing costs and support moderate increases in the future, an essential 
financial goal for the Agency is to improve its long term credit rating from AA- to AAA.   
 
Another key objective for the Agency is to ensure rates fully cover the cost of service, including 
R&R requirements, for its major programs.  Achieving this critical objective will minimize the 
Agency’s reliance on property taxes and use of fund reserves more appropriately to support 
operating and capital replacements costs.   
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Attached are copies of the Sources and Uses of Fund reports for the Regional Wastewater, 
Recycled Water and Recharge Water Programs.   
 
 
Attachment: 
 
Exhibit A- D, Budget Reports for Regional Wastewater, Recycled Water, and Recharge Water 
Programs 
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Exhibit A 
Regional Wastewater Capital Improvement Fund Report
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Regional Wastewater O&M Fund Report 
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Exhibit C 
Recycled Water Fund Report 

 
 

 



FY 2013/14 Proposed Budget and TYCIP 
June 6, 2013 
Page 19 of 19     
 

G:/PP/Techinical and Policy Committee/2013/FY 2013/14 Proposed Budget and TYCIP 
 
 
 

Exhibit D 
Recharge Water Fund Report 
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