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• Established more than 100 years ago and is the largest municipal utility in the United 
States 

• Revenue-producing proprietary department of the City of Los Angeles that provides 
electric and water services to the second most populous city in the U.S. (Serving 3.9 
million population) 

• Power and Water Systems are separate and distinct 

• Operations are financed exclusively from sale of water and power, with no tax support 

• Operating Revenues for FY2015: 
- Power System: $3.34 billion    
- Water System: $1.08 billion 

• Significant capital funding raised through bond issuances 

  

Overview 

Ratings by:  Moody's
Standard & 

Poors
Fitch

 Ratings
Power System   Aa3 / Positive AA- / Stable AA- / Stable
Water System   Aa2 / Stable AA / Stable AA / Stable
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Presenter
Presentation Notes
LADWP is the largest municipal utility in the US, and requires about $4.1 billion in annual revenue to provide water and power to nearly 4 million residents of  Los Angeles, over a 465 sq mile service territory.We have a stable customer base that for power is about 2/3 commercial/industrial, and serve about 1.5 million power customers, and just under ½ that many water customers.Our current bond rating are low AAs for power, and mid AA for water. -----------Power 1471K:  Commercial industrial 2/3 of revenue, 15% of customersWater 674K:  Commercial industrial 30% of revenue, 10% of customers
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Governance • General Manager 
- Administers the affairs and operations of  
   the Department 

• Energy and Environment Committee 
- This City Council Committee has jurisdiction  
   of matters concerning the Department 

• City Council 
- Approves rate requests and selection of 
   Board of Water & Power Commissioners 
   and General Manager 

• Board of Water and Power Commissioners 
-The five-member Board establishes policy for  
   the Department and are appointed by the 
   Mayor and confirmed by the City Council for  
   five-year terms 

• Office of Public Accountability 
- Executive Director is appointed by a citizens 
   committee, subject to confirmation by the  
   City Council and Mayor 
- Provides public, independent analysis to the 
   Board and City Council 

Mayor City Council 

Energy & 
Environment 
Committee 

Board of Water and 
Power Commissioners 

Marcie L. Edwards 
General Manager 

Existing Governance 

Office of 
Public 

Accountability 

Presenter
Presentation Notes
We have a long tenured employee base, but there have been some changes at the top.Marcie Edwards was appointed as DWP’s new GM earlier this month, and was unanimously confirmed by the City Council last week.  She is a 35 year veteran of the utility industry, and spent 24 years at LADWP before leaving to run Anaheim Public Utilities, and has served most recently as Anaheim’s City Manager.  She starts at LADWP next week.   Ms. Edwards will report to the 5 member Board of Commissioners, who direct the affairs of the Utility, subject to oversight by the Mayor and Council.An Office of Public Accountability was established in 2012 to provide independent analysis of matters affecting utility rates. 



LADWP’s Transformation 
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Replace aging infrastructure 
 
 
Protect from drought, transform 
supplies & meet mandates 
 
 
Improve customer service & 
keep rates competitive 
 
 
 

Presenter
Presentation Notes
LADWP has been around for over 100 years, but is in the middle of  significant transformations in both the water and power systems.This slide shows the major programs that we are focused on, and will be in the years to come. We are changing the sources of our supply, upgrading the infrastructure to deliver that supply to customers, and meeting a variety of regulatory mandates that affect these matters. While undertaking those longer term transformative programs, we are also focused on improving customer service, keeping rates competitive and improving efficiency/reducing costs.And of course balancing these factors is the key challenge. �



Snapshot of Just a Few Challenges Ahead 
(Legal Mandates) 

Power 
• State Mandated Green House Gas Reduction (AB 32) 
• Eliminate Once Through Cooling of all Coastal Power 

Plants (Clean Water Act – 316b) 
• South Coast Air Quality Management District 

Emission Reduction Mandates 
• Solar Incentive and FiT Programs (SB 1 & SB 1332) 
• Divestiture of Coal Resources (SB 1368) 
• Increase Renewable Resources (20% -2012 / 25% 

2016 / 33% - 2020 /  50%-2030) 
• Cost Effective Energy Storage (AB 2514) 

Water 
• Cover all Remaining Open Reservoirs (Long Term 2 

Enhanced Surface Water Treatment Rule) 
• Convert Chlorine to Chloramines (Stage 2 

Disinfectants and Disinfection Byproducts Rule) 
• Owens Lake Dust Mitigation (Clean Air Act) 
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• Reliability “pass-through” factor for Water & Power aligns 
revenues with spending on projects 
 

• Uncapped pass-throughs  
 
• Restructuring residential water rates into 4 tiers to 

encourage conservation while maintaining appropriate 
revenues 

 
• Power access charge based on how much energy a 

customer consumes 
 

• Implement decoupling of Water & Power revenues, 
consistent with industry best practices, that enables 
conservation while covering the fixed costs of providing 
reliable water and power services 
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Summary of Changes  
in Water & Power Rate Design 

Presenter
Presentation Notes
Establish Reliability Cost Adjustment as a pass-throughImproves transparent tracking of funds and aligns revenues with spendingRestructuring rates (Revenue Decoupling)Encourages conservation while maintaining appropriate revenues for the DepartmentRebalancing between customer classesBased on Marginal Cost StudyPower Access charge (monthly tiered fixed charge)Applies to all residential (R1A) customers. Based on highest level of consumption over the last year (reviewed each October). Provides customers with an opportunity to adjust their usage patterns to minimize impact on their bills.  Uses three tiered structure and functions with the monthly minimum charge.Securitization Pass-Through:Through a JPA with Burbank, the LADWP can secure low interest financing for mandated and local water supply projects, saving ratepayers 2.2% over 5 years



What is “Decoupling?” 

Annual
Sales  

Target 
 

Year-end  
Revenues 

ABOVE  
Sales Target 

 
  

 
Year-End 
Revenues 
BELOW 

Sales Target 
 

Collect 
$ 

Return  
   $ 

It is an industry best practice that is used 
within rates and enables power and water 
conservation WHILE  covering a utility’s 
fixed costs of providing reliable water and 
electricity services. 
 
Revenues ABOVE sales target are returned 
to customers. 
 
Revenues BELOW sales target are 
recovered through charges over the next 
calendar year. 
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5-Year Spending Plan 
for Core Initiatives 

(FY 2016 – 2020) 

Historical 
Annual 

Average* 
 

Core Initiatives 

5-Yr 
Average 
Annual 
Spend 

5-Year  
Total  

Budget 

$525  
Power System 

Reliability 
Program 

$850  $4,249  

$800  Supply Transition 
and Mandates ** $1,057  $5,286  

$120  
Customer 

Opportunities 
Programs 

$261  $1,307  

$1,445  Total $2,168  $10,841  

Historical 
Annual 

Average* 
Core Initiatives 

5-Year 
Average 
Annual 
Spend 

5-Year 
Total 

Budget 

$306 Infrastructure 
Replacement $711 $3,553 

$134 Supply 
Transition*** $382 $1,912 

$299 Water Quality  $272 $1,362 

$103 Owens Valley 
Regulatory $209 $1,045 

$842 Total $1,574 $7,872 

Power System Water System 

Spending Plan amounts include both O&M and capital expenditures. 
*    Historical Average based on last completed fiscal years 2012-13 and 2013-14.  
**   Supply transition and mandates includes coal transition, renewables and repowering.  
***  Supply transition includes Local Water Supply Programs – recycled water, storm water capture, groundwater remediation  7 

Presenter
Presentation Notes
The longer term needs I mentioned are driving a growing capital program for both the power and water systems.  Much of the needs are the result of mandates, which are listed here.On the power side these mandates mean we will have to replace about 70% of our power supply in the next 15 years. On the water side, the mandates affect the delivery infrastructure and water treatment methods, and also continue to affect our largest owned source of supply—Owens valley.The mandates are the primary driver for the Projected growth in capital program�	power of about 76% from $4.2 to 7.4 billion	water of about 105% from $1.9 to 3.9 billionI’ll talk a bit more about what is happening on the power and water sides. 
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5-Year Revenue Needs 

Power: $720 Million  Water: $330 Million 
 

How Much Revenues Do We Need? 

Presenter
Presentation Notes
How much do we need?Over the next five years --For power we need $825 million in new revenues (reduced from $900 M as shown in July 2015, due to decreased natural gas prices and more achievable CAP spending for PSRP)For water, we need $330 million (increased from $230M as shown in July 2015, due to funding for phases 9 and 10 O&M and CAP for Owens Lake)A more detailed breakdown is on the next slide.
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Outreach Summary Meetings 

80+ rates presentations 
across Los Angeles since 
July 2015 
• 19 Regional Meetings 
• 16 Business & Commercial 

Customer Briefings 
• 18 Neighborhood Council, 

Community & HOA Briefings 
• 8 Environmental,  

Legislative Briefings 
• 2 Webinars 
• 1.8 million emails to stakeholders 
• 384,386 video views 
• 236,886 website views 

 

Presenter
Presentation Notes
From July through December 2015, LADWP senior staff have crisscrossed the city, giving 61 presentations on the rates request. These included 6 attended by an elected official or Board members (orange dots) and 2 that were streamed as Web casts; 19 were regional meetings; 16 presentations to business groups (Chamber, VICA, BOMA, CCA and LABC) and large commercial customers; 18 presentations to Neighborhood Councils, community and homeowners groups; and several environmental stakeholders, council district offices. GM Marcie Edwards and senior staff have also had numerous in-person briefings and working sessions with Mayor’s staff, Councilmembers and Council District staffs, CLA, and worked closely with the OPA throughout the process. 



Community Support of 
Multi-Year Rate Increase 
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Environmental and Community Groups 
• Sierra Club 
• NRDC 
  
Business and Trade Associations 
• Los Angeles Chamber of Commerce  
• Latino Chamber of Commerce 
• Central City Association 
• Los Angeles Business Council 
• Valley Industry & Commerce Association (VICA) 
• Solar City 
• Building Owners and Managers Association of Greater Los 

Angeles (BOMA) 
  
Media 
• Los Angeles Times 

Presenter
Presentation Notes
The ECA is adjusted quarterly based on changes in these costs, and its charges recover approximately 43% of the costs of providing electric service to customers.The decrease of natural gas prices results in an overall decrease of expenditures. As such, a typical customer bill will decrease by $0.00582 per kWh or $2.91 per month for the period commencing April 1, 2016.



Power Revenues 
Mandates 80%  

Rate Increase Breakdown 

Water Revenues 
Infrastructure 78% 
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Presenter
Presentation Notes
Our priority for this rates request is consistent across both systems.  We need to replace aging infrastructure and transition our sources of supply.PowerApproximately 80% of the new revenues will be required to meet regulatory mandates and transition the power supply to create a clean energy future for Los Angeles – expanding renewable energy and local solar to 35%, eliminating coal power, repowering and eliminating ocean cooling at coastal power plants, and increasing energy efficiency to reduce demand by 15%.  The remainder will be invested in infrastructure and used to cover increased fuel costs.How this breaks down:WaterApproximately 78% of the new revenues will be needed for infrastructure improvements for reliability and water quality projects. About 26% of new revenues are necessary to meet regulatory requirements for water quality and for Owens Valley mitigation measures. New revenues will go toward expanding the local water supply, which includes recycled water, stormwater capture, groundwater remediation, and increased conservation.Note that 63% (approx. $300 million) is for water infrastructure reliability specifically under the Water Infrastructure Plan. Additionally, water quality funds go toward trunk line and other infrastructure improvements that support both infrastructure and needed water quality projects.Purchased water is negative because all rate case assume a ‘normal water year’.Water conservation is negative because all conservation capital is being securitized, which means we only recover the debt service portion of the capital (1/30 of the total capital costs or so), as compared to current collection of all capital (dollar for dollar).15% of the revenue requirement is going towards the supply transition of Local Water Supply (groundwater, storm water, and recycled water)



Revenue Composition 
Under New Rate Structure 
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Power System 
49% Pass-through 

Water System 
63% Pass-Through 

*  Decoupled Base Revenue 
** Pass-through costs 

Base Rate* 
51% ECAF 

Charges** 
43% 

ESA** 
1% 

RCA** 
5% 

Base Rate* 
 37% 

Automatic Pass-
Throughs** 

 6% 

Water Supply 
Adjustment Factor** 

 27%  

Total Other Pass 
Throughs** 

 30% 

Presenter
Presentation Notes
The ECA is adjusted quarterly based on changes in these costs, and its charges recover approximately 43% of the costs of providing electric service to customers.The decrease of natural gas prices results in an overall decrease of expenditures. As such, a typical customer bill will decrease by $0.00582 per kWh or $2.91 per month for the period commencing April 1, 2016.
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Rates Remain Competitive 
Residential Customers 

Sources: https://www.sce.com/wps/portal/home/regulatory/tariff-
books/rates-pricing-choices; 
http://www.sdge.com/rates-regulations/current-and-effective-
tariffs/current-and-effective-tariffs; 
http://www.burbankwaterandpower.com/electric/residential-electric-
rates-and-charges;  
http://www.glendaleca.gov/government/city-departments/glendale-
water-and-power/rates;  
http://cityofpasadena.net/waterandpower/electric-rates/  
Rates at other utilities subject to change 

Sources: http://cityofpasadena.net/waterandpower/water-rates/;  
http://www.glendaleca.gov/government/city-departments/glendale-water-
and-power/rates; 
http://www.ebmud.com/customers/billing-questions/rates-and-charges/;  
https://www.sandiego.gov/water/rates/rates;  
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-
R.pdf  
Rates at other utilities subject to change 

Power System Water System 

Presenter
Presentation Notes
LADWP’s power rates remain competitive. The chart on the left shows monthly bills for a typical residential customer consuming 500KWh monthly, noting the 18-20% discount vs. IOU rates. Water rates have historically been very competitive as well.  They can fluctuate more depending on the amount of water we need to purchase from MWD, and have trended higher recently as more than 70% of current year supplies are from MWD.

https://www.sce.com/wps/portal/home/regulatory/tariff-books/rates-pricing-choices
https://www.sce.com/wps/portal/home/regulatory/tariff-books/rates-pricing-choices
http://www.sdge.com/rates-regulations/current-and-effective-tariffs/current-and-effective-tariffs
http://www.sdge.com/rates-regulations/current-and-effective-tariffs/current-and-effective-tariffs
http://www.burbankwaterandpower.com/electric/residential-electric-rates-and-charges
http://www.burbankwaterandpower.com/electric/residential-electric-rates-and-charges
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://cityofpasadena.net/waterandpower/electric-rates/
http://cityofpasadena.net/waterandpower/water-rates/
http://cityofpasadena.net/waterandpower/water-rates/
http://cityofpasadena.net/waterandpower/water-rates/
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.glendaleca.gov/government/city-departments/glendale-water-and-power/rates
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
http://www.ebmud.com/for-customers/account-information/water-rates-service-charges
https://www.sandiego.gov/water/rates/rates
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
http://www.gswater.com/simi-valley/download/rates_accountability/SI-1-R.pdf
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POWER SYSTEM 



Meeting mandates and reducing CO2 emissions 60% by 2026  
to create clean energy for our customers. 
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CO2 emissions: 
(metric tons = mt) 

14.9 mt 
(17% reduction) 

10.4 mt 
(42% reduction) 

5.9 mt 
(67% reduction) 

CO2 emissions in 1990 (reference point): 17.9 mt   

Power Supply Transformation 
and Mandates 

2014 2020 2026 

Presenter
Presentation Notes
One of the core initiatives for Power is Supply Transition and MandatesPower Supply Pie ChartsPie charts represent change in power mix from 2014 to 2020. In 2020 we expect to cut coal by half after we stop receiving coal power from Navajo Power Plant. By 2030 LADWP will have eliminated coal completely from the power supply. This is actually expected to occur earlier – by 2024 – based on the Integrated Resource Plan



Power System 
Five-Year Capital Improvements Plan 

($ millions) 
 

Summary of Capital Program $7,737 

 -

 600

 1,200

 1,800

2016 2017 2018 2019 2020

 1,057  

 628   666   706   722  

 428  

 836   874   887   931  

Internally Generated Funds External/Debt Financing

$1,486 $1,465 
$1,540 $1,593 $1,653 

16 
Annual average debt issue of $756 million 

Presenter
Presentation Notes
The water system has a sizable capital program  that aims to:Reduce Reliance on Imported Water , Protect Drinking Water Quality Replace Aging distribution Infrastructure.   We anticipate 4.0 billion of spending in the next 5 years, which represents over a 100% increase from the previous 5 years.About 77% of the funding needs will be borrowed.



Power System  
Financial Performance 
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Debt Service Coverage  (Min 2.25x) Days Cash on Hand*  (Min 170 days) 

Debt to Capitalization Ratio (Max 68%) Full Obligation Coverage (Min 1.7) 

* Prior to FY 2016, the Board Approved Financial Metric for Minimum Cash on Hand was $300 million 
Source: Projected results from 2016 through 2020 are based on the Power System’s Financial Plan 

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

2012 2013 2014 2015 2016 2017 2018 2019 2020
 -

 50

 100

 150

 200

 250

2012 2013 2014 2015 2016 2017 2018 2019 2020

 -

 0.25

 0.50

 0.75

 1.00

 1.25

 1.50

 1.75

 2.00

2012 2013 2014 2015 2016 2017 2018 2019 2020
0%

10%

20%

30%

40%

50%

60%

70%

80%

2012 2013 2014 2015 2016 2017 2018 2019 2020

Presenter
Presentation Notes
Here we show some key financial indicators for the past 5 years.Operating Revenues and our financial metrics remained strong over 5 years, despite the recession, and a drop of about 7.5% in load from 2009 to 2011.Debt service coverage for the power system has exceeded the 2.25 goal.  In 2011, it dropped to 2.45x due to due decreased power consumption (24,831 GWh from 26,315 GWh in 2010) and increases in debt service.  A transfer to the City of 8% of revenues is collected through rates, and is shown here. The minimum targeted operating cash is $300 million. As of June 30th, our liquidity was at $1.1 billion or about 175 days of operating expenses, including our ½ billion debt reduction trust fund.



Power System  
Debt Overview 

Debt Characteristics 
• No derivative products 
• Extended SBPA’s & Staggered expiration dates 

0

100

200

300

400

500

600

2017 2020 2023 2026 2029 2032 2035 2038 2041 2044

millions 

Fiscal Year Principal Interest

Fixed Rate 
80% 

Fixed Rate 
Note 
3% 

VRDOs 
12% 

Direct 
Purchase 

3% 
Commercial 

Paper 
2% 

Debt Profile as of December 31, 2015 

Total Debt Outstanding $8.12 billion 
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Presenter
Presentation Notes
Power system debt is shown here, at about $7.26 billion outstanding.   We have a conservative capital structure, with 84% of the obligations bearing a fixed interest rate, with the balance floating rate.  The floating rate debt is naturally hedged against the short-term investments and liquidity on the asset side of about $1.2 billion.  The expiration of bank facilities for VRDBs is staggered with expirations in 2014, 2015, 2016, and 2017. The maturity schedule of current debt is shown, with principal and interest obligations on the order of $400-500 million over the next 25 years.   Increased capital spending will increase debt service obligations, doubling debt service to about $800 million in 10 years, however debt service as a percentage of revenue will remain increase from only 12% to 14%..... and debt to capitalization rising from the high 50% range to the mid to high 60% range. 
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Water System 
 
 



20 20 

Water System 

The Los Angeles Aqueduct 

Delta 

Los Angeles Aqueduct 

Colorado River 
Aqueduct 

State Water Project 
 

Sierra Nevada 
Mountains 

Local Groundwater, 
Water Recycling, and 

Conservation 
20 

Presenter
Presentation Notes
Turning to the Water System,LADWP’s is also California’s largest retail water supplier, with $1 billion+ annual revenues, and serving about 658,000 customers The Water System is an integrated system consisting of supply, storage, treatment, transmission and distribution operations. We have a diverse supply of water sources, as shown in this map.  This includes water rights for assets in the Sierra Nevada, participation in the Metropolitan Water District of Southern California, local groundwater and supplies received from recycled water efforts.  
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Effect of Conservation 
Water Use and Population 

• Short- term California State of 
Emergency and Conservation 
Goal  

– State –wide 25%     
– Los Angeles 16% 

• Long- term Mayor's Executive 
Directive 5 

– 104 GPCD by 2017  
– LA has achieved this level of 

conservation through 
incentive rebates (including 
turf removal), Public 
Outreach and Education, 
ongoing prohibited uses 
(including outdoor watering 
restrictions;) and Shortage- 
year rates.  

Presenter
Presentation Notes
We are proud of the fact that over the past 40 years, LA’s population has grown by over 1 million people, while  overall water usage has essentially remained flat.  This has been promoted through an aggressive conservation program, with various incentives sponsored by the utility, building codes, and through rates that encourage conservation.



Cut purchased water in half while increasing local water supply 

FY 2010-2014 Average FY 2024-2025 Target 
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Water Conservation & 
Expanding Local Supply 

Presenter
Presentation Notes
The Water Supply is also undergoing a serious transition.Due to the drought of recent years, LADWP has become more reliant upon expensive purchased water to meet the city’s water demand. The five-year average, �2010-2014, is 53% MWD purchased water.By 2025, we expect to reduce the amount of purchased water to 24% of the drinking water supply.More of L.A.’s water will also come from expanding recycled water, groundwater, and the reuse of StormwaterLADWP had already begun planning to reduce purchased water significantly and developed a local water supply plan.�



Water System 
Five-Year Capital Improvements Plan 

($ millions) 
 

Summary of 5-Year Capital Program $5,461 

$983 
$1,052 

$949 

$1,121 

$1,356 
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Annual average debt financing of $838 million 

 -

 200
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 233   290   269   218   259  
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 320  

 335  
 393  

 151  

 81  

 72  
 53  

 34   598  
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 288  
 516  

 670  

Internally Generated Funds Securitization State Loan Program External/Debt Financing

Presenter
Presentation Notes
The water system has a sizable capital program  that aims to:Reduce Reliance on Imported Water , Protect Drinking Water Quality Replace Aging distribution Infrastructure.   We anticipate 4.0 billion of spending in the next 5 years, which represents over a 100% increase from the previous 5 years.About 77% of the funding needs will be borrowed.



Water System  
Financial Performance 
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Debt Service Coverage  (Min 1.7x) Days Cash on Hand* (Min 150 days) 

Debt to Capitalization Ratio (Max 65%) 

*  Prior to FY2016 the Board Approved Financial Metric for Minimum cash balance was $200 million 
Source: Projected results from 2016 through 2020 are based on the Water System’s Financial Plan 
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Presenter
Presentation Notes
Here we show some key financial indicators for the past 5 years.Operating Revenues and our financial metrics remained strong over 5 years, despite the recession, and a drop of about 7.5% in load from 2009 to 2011.Debt service coverage for the power system has exceeded the 2.25 goal.  In 2011, it dropped to 2.45x due to due decreased power consumption (24,831 GWh from 26,315 GWh in 2010) and increases in debt service.  A transfer to the City of 8% of revenues is collected through rates, and is shown here. The minimum targeted operating cash is $300 million. As of June 30th, our liquidity was at $1.1 billion or about 175 days of operating expenses, including our ½ billion debt reduction trust fund.



Water System  
Debt Overview 

Debt Profile as of December 31, 2015 

Total Debt Outstanding* = $4,588 million 
(including $456.4 million State Loans)  

 -
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Millions 

Fiscal Year Principal Interest

 

• No interest rate swaps 
 
• No auction rate or insured floaters 

 
• ~87% fixed/ ~13% variable mix* 

 
• Extended SBPAs and staggered 

expiration dates 
 

• Strong VRDO performance 

Debt Characteristics 

* Includes $250 million note from Revolving Credit Agreement 
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Presenter
Presentation Notes
The maturity schedule of current water system debt is shown here, with principal and interest obligations on the order of about $240 million over the next 30 years.   Increased capital spending will increase these obligations, but still provide for a manageable debt burden.  We have a conservative capital structure, with 92% of the obligations bearing a fixed interest rate, and a successful VRDO program for the balance.  Cash balances serve as an asset side hedge to the variable interest rate exposure.--------------------Notes only:The variable obligations (Series 2001 Subseries B-1, B-2, B-3 and B-4) have standby bond purchase agreements (SBPA) with Royal Bank of Canada(RBC) and Wells Fargo. The SBPA provided by RBC expires on February 2, 2015 while the Wells Fargo agreement expires on July 31, 2016. 



 
Upcoming Financing Transactions 

– Power System 

  - Up to $60 million Mead-Phoenix and Mead-Adelanto Project financing in May 2016 

      through SCPPA 

  - Up to $428 million new money transaction in May and June 2016 

– Water System  

   - Up to $647 million new money and refunding transaction in April 2016 

   - Up to $333 million new money and refunding transaction in May 2016 

26 

Presenter
Presentation Notes
We have three upcoming transactions that may be of interest to you.  A power issuance through SCPPA for the acquisition of the APEX power plant in Nevada is to close in March.LADWP’s power system will be issuing $522 million of bonds during April/May, consisting of traditional tax exempt long-term fixed rate bonds, and a portion of direct placement variable debt.LADWP’s water system will require approximately $300 million of tax-exempt bonds to finance its 2014-15 fiscal year capital improvement programs.  The transaction is anticipated to come to the market around November/December 2014.
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Bond Security Legal Protections 

Power Water 

 
Source of Payment. Power or Water Revenue Funds are separate funds established 
by Charter in the City Treasury under the control of Board of Commissioners.   
 

 
 
√ 

 
 
√ 

Rate Covenant. Board will fix rates and charges, subject to the approval of the City 
Council as mandated by the Charter, to provide revenues that together with other available 
funds shall be at least sufficient to pay debt service and operating and maintenance 
expenses.  

 
 
√ 

 
 
√ 

Additional Obligations. Adjusted Net Income for any 12 consecutive month period 
within the 18 consecutive months ending immediately prior to the issuance of such Additional 
Parity Obligations shall be at least 1.25 times the Maximum Annual Adjusted Debt Service on 
all Parity Obligations including proposed bonds. 

 
 
√ 

 
 
√ 

 
Transfer to the City. May not exceed the net income of the prior fiscal year or increase 
the Power System’s debt to total capitalization to exceed 75%.  
 

 
√ 

Presenter
Presentation Notes
Here we show some of the primary protections provided by our bond covenants.  The water and power funds are separate from each other, and separate from the City’s general fund.The Board is required to set rates at least sufficient to cover O&M and debt service.  In practice, Board policy has been to DSC substantially above that level, currently at 2.25 times for power and 1.85 times for water.There is an additional obligations test that requires at least 1.25 coverageA transfer to the general fund, currently at 8% of revenue, cannot exceed net income or bring debt to capitalization above 75%.
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• Diverse Power and Water Sources 
• Meet or Exceed All Regulatory Commitments 

– Power:  RPS, Carbon Reduction, Other Environmental 
– Water:  Quality, Safety, Sustainability, Environmental 

• Continue Investing in Water and Power Systems for Future Reliability 
• Commitment to Financial Stability 
• Maintain Competitive Retail Rates 
• Improve Customer Service 

LADWP Remains Committed Meeting Operational 
Needs and Financial Goals 

Competitive Rates, Reliable Service, Improve Customer Service 

Presenter
Presentation Notes
In conclusion, LADWP is well positioned for the future with Diverse supply sourcesPlans underway to meet all regulatory commitments for Power and WaterIncreased investment to ensure continued reliabilityThis will be done while maintaining a commitment to financial stability and competitive rates. 



 
Appendix 

Appendix 
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Presenter
Presentation Notes
We have three upcoming transactions that may be of interest to you.  A power issuance through SCPPA for the acquisition of the APEX power plant in Nevada is to close in March.LADWP’s power system will be issuing $522 million of bonds during April/May, consisting of traditional tax exempt long-term fixed rate bonds, and a portion of direct placement variable debt.LADWP’s water system will require approximately $300 million of tax-exempt bonds to finance its 2014-15 fiscal year capital improvement programs.  The transaction is anticipated to come to the market around November/December 2014.
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Half of residential customers will realize a combined Water 
and Power Average Annual Increase of 3% or less.   

5-Year Rate Changes for  
Residential Customers 

Presenter
Presentation Notes
Power = Approximately 80% of customers will be at or below the residential class average increase.Water = Approximately 71% of customers will be at or below the residential class average.
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Proposed 5-Year Water and Power Rate Change 

  

Small Commercial 
(1,000 kWh/Month  

15 HCF/Month) 

Medium Commercial 
(12,250 kWh/Month  

80 HCF/Month) 

Large Commercial 
(100,000 kWh/Month  

500 HCF/Month) 

Current Monthly Bill $235.32  $2,320.19  $17,457.88  

5-Year Avg. Annual  
Power Rate Change $4.32 (2.5%) $76.46 (3.7%) $590.20 (3.7%) 

5-Year Avg. Annual  
Water Rate Change $3.01 (3.8%) $10.14 (2.5%) $60.10 (2.3%) 

Total 5-Year Avg. Annual  
Rate Change $7.33 (2.94%) $86.60 (3.5%) $650.30 (3.5%) 

        
Average Monthly Bill Increase 

At End of 5 Years $36.65 $433.00  $3,251.00 

Average New Monthly Bill 
At End of 5 Years $271.97  $2,753.21 $20,709.37  

5-Year Rate Changes for 
Commercial Customers 

Presenter
Presentation Notes
Medium size commercial customers usage is based on:50,000 kWh electricity and 100 HCF of waterLarge Commercial usage is based on:300,000 kWh electricity and 800 HCF of waterNote rate structure changes:Rebalancing of Customer Classes based on Cost of Service Study to ensure equity among customer sectors. Note commercial/industrial customers will see a lower percentage increase over the 5-year period.Reliability “pass-through” factor for Water & Power aligns revenues with spending on projectsRestructuring rates to encourage conservation and renewable power supplies while maintaining appropriate revenuesPower access charge based on how much energy a customer consumes
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• Three tier structure 
• kWh thresholds are the same as energy usage 
• Access charge and energy (kWh) rates are designed 

in sync to manage conservation incentives and 
customer bill impacts 

• Fixed rate monthly charge will be reset every October 
based on highest monthly amount of energy received 
in the past year 
 

A Power Access charge tied to the highest level of consumption over the last year. This 
would provide customers with an opportunity to adjust their usage patterns to minimize the 
use of the Power Infrastructure and their bills. Major elements of this access charge 
include: 

Proposed kWh threshold by temperature zone 

Power Access Charge 

Zone 1 
Monthly 

Usage (kWh) 

Zone 2 
Monthly 

Usage (kWh) 

Tier 1 First 350 First 500 

Tier 2 351 - 1050 501 - 1500 

Tier 3 Over 1050 Over 1500 
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Proposed Residential Monthly Power Access Charge  
In addition to 
recovery of costs, 
the proposed 
access charge will:  
 
• Minimize the bill 

impact on low 
usage customers 
 

• Promote 
conservation  
 

• Ensure equitable 
costs for solar and 
other distributed 
generation 

Power Access Charge 
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Water Rate Tiers – Based on Consumption 
and Associated Water Supply Cost 
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Tier 1 ($4.97) 

Tier 2 ($6.73) 

Tier 4 ($9.11) 

Tier 3 ($7.66) 

Base Rate Base Rate Base Rate Base Rate 

Pass-Through Factors* 

Pass-Through Factors* Pass-Through Factors* 

Pass-Through Factors* 

Water Supply  

Water Supply  
Water Supply  

Water Supply  

*These Adjustments Include: Water Quality Improvement, Owens Valley Regulatory Low Income Subsidy, Water Infrastructure Reliability, Water Expense 
Stabilization 

  4/1/2016 7/1/2016 7/1/2017 7/1/2018 7/1/2019 

Tier 1 $5.55 $5.06  $5.04 $4.97 $5.11 
Tier 2 $6.77 $6.73  $6.70  $6.73 $6.84 
Tier 3 $7.52  $7.50 $7.70  $7.66  $8.18 
Tier 4 $7.52  $7.67  $7.70  $9.11  $10.14  

Peak Pumping and 
Storage component of 

base rates 

Peak Pumping and 
Storage component of 

base rates 

Proposed Four-Tier Single-Dwelling 
Residential Rate Structure 
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