
GRP DIVISION 
REVIEW COMMITTEE MEETING

MAY 26, 2020



Item 2 – Public Comments



Item 3 – Approval of Minutes



Item 4 – GRP Division Updates



Item 5 – GRP Items for Consideration by the 
SJRA Board of Directors on May 28, 2020
a.  Discuss and consider the GRP Fiscal Year 2021 Budget and rates.



GRP Division 
Proposed Fiscal Year 2021 Operating Budget

& Rates

GRP Review Committee
May 26, 2020

SJRA Board Meeting
May 28, 2020



Budgeting during Uncertainty…

The Sequel



But first, a perspective from 
neighboring wholesale water authorities
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Recent Events
that Impact the Budget



GMA 14 Joint Planning Committee Meeting
April 29, 2020

Please go to the following link to watch the entire meeting to
gain the full context of the discussion and draw your own
conclusions.

https://www.youtube.com/watch?v=8gd7q7SMKAw&feature=yo
utu.be



Ref:  
LSGCD 
Board 
Meeting, 
April 14, 
2020









Next GMA 14 Joint Planning Committee 
Meeting

Friday, May 29, 2020, 9:00 am

Webex Meeting
https://subsidence.webex.com/subsidence/j.php?RGID=r32d66df49cbe53

5622a4f95ce086cb5d

IF you have an interest in the future of groundwater supplies/use in 
Montgomery County, we urge you to participate in this meeting!



Lone Star Groundwater Conservation District
Board Meeting

May 12, 2020

• Subsidence Study – Nothing reported on Phase I. Scope of work
for Phase II and Phase III will be presented to LSGCD Board in June.

• DFC - DFC Committee of LSGCD Board will work with consultants
and staff to develop message to GMA 14 Joint Planning Committee
for meeting on May 29. Intent is for member of LSGCD Board to
deliver that message.
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SJRA Comments
“… we have 
concerns about 
the impacts these 
declines will have 
on our customers 
– impacts in terms 
of water supply 
reliability, 
increased costs 
and subsidence”
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Source:  Texas Water 
Development Board, 

Region H Planning Group

A Reminder of Projected Future Water Demand



Status of Legal Issues



FY 2021 Budget and Rates

Summary from Meeting conducted
April 20, 2020

https://www.sjra.net/grp/participant/



Intangibles
Scenario A (15 MGD SW Production)

• Conroe/Magnolia pay all past due in FY 2020 (as of March 31,  2020)
– $4,500,000 placed in operating fund

• Conroe/Magnolia pay full rate

• Quadvest/Conroe/Magnolia rate case dropped in FY 2020

• Quadvest Anti-trust case dismissed in FY 2020

• Collaborative effort with LSGCD

• W2A/W2B case settles in FY 2020



Intangibles

• Conroe/Magnolia pay all past due in FY 2020 (as of March 31,  2020)
– $4,500,000 placed in operating fund

• Conroe/Magnolia pay full rate

• Quadvest rate case thru trial = $700,000
– Conroe/Magnolia dropped from case in FY 2020

• Quadvest Anti-trust case thru discovery = $700,000

• Collaborative effort with LSGCD 

• W2A/W2B case settles in FY 2020

Scenario B (15 MGD SW Production)



Intangibles

• Conroe/Magnolia current arrears (thru March 31, 2020)
– Total = $4,039,101 (short pay only)

• Conroe/Magnolia additional arrears (April 2020 thru August 2020)
– Total = $702,000 (short pay only)

• Quadvest/Conroe/Magnolia rate case thru trial = $800,000

• Quadvest Anti-trust case thru discovery = $700,000

• LSGCD DFCs/GMA/Rules = $260,000

• W2A/W2B = $250,000

Scenario C (15 MGD SW Production)



Total Revenue Requirements
Scenario A
$21,686,677

$        80,000

$33,582,465 (1)

$                  0

$                  0

$55,349,142

Scenario B
$21,686,677

$  1,480,000

$34,554,465

$                  0

$                  0

$57,721,142

O&M Expenses (Base)
+ Other Expenses

Legal Fees

Debt Service

Contributions to 
Reserves

Uncollected Revenue 
(Conroe and Magnolia)

Total

Scenario C
$21,686,677

$   2,090,000

$34,554,465

$   2,000,000

$   3,600,000

$63,931,142
(1) Less refunding 
opportunity



Resulting Rates (per 1000 gallons)

Scenario A

Groundwater Pumpage

Surface Water

Increase over FY 2020 

Scenario B

$2.84

$3.26

3.7%

Scenario C

$2.72

$3.14

-0.4%

$3.13

$3.55

14.5%

Bottom line – Actions of a small group of GRP 
Participants are costing the entire group of GRP 

Participants more money, higher rates



FY 2021 Budget and Rates

Additional Data To Chew On





The Basics – O&M Expenses, Capital Imp. 
and Debt Service (12 MGD SW, 51.5 MGD Total) 

• O&M Expenses
– Staff Payroll and Benefits $  4,682,807
– Professional Fees (Excluding Legal Fees) $     154,000
– Purchased and Contracted Services $  1,448,040
– Supplies, Materials and Utilities $10,520,244
– Maintenance Repair, Parts and Rentals $  1,431,300
– General and Administrative $     526,394
Total $18,762,785

• Other Expenses (Capital Improvements) $     236,077
• Debt Service

– Principal $14,800,834
– Interest $19,753,631
Total $34,554,465



The Intangibles

• Short-pay by City of Conroe and City of Magnolia (Uncollected Revenue)

• Legal fees and judgments associated with
– EDJA and Quadvest/Conroe/Magnolia, etc. Rate Case
– Quadvest Federal Antitrust Case
– LSGCD DFCs/GMP/Rules
– W2A & W2B Water Line Leak Case



Intangibles

• Rate to cover only operations and maintenance costs for the surface 
water plant and transmission system and GRP debt service.  Rate should 
not be based on paying legal costs associated with lawsuits with 
Quadvest, Conroe, Magnolia, etc. nor any uncollected revenue 
(shortfalls from Conroe and Magnolia)

• W2A/W2B = $250,000
• Conroe/Magnolia current arrears ($4.7MM thru August 2020)
• Legal Costs included in budget but not included in rate

– Quadvest/Conroe/Magnolia rate case thru trial = $800,000
– Quadvest Anti-trust case thru discovery = $700,000
– LSGCD DFCs/GMA/Rules = $260,000

• Surface Water Production = 12 MGD
• Total Water Demand = 51.5 MGD

Scenario K - Requested by Woodlands Water Trustees



GRP Revenue

Groundwater Pumpage Fees

GRP General Fund

All revenue is deposited in the GRP General Fund

Surface Water Fees



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund

Note:  Legal fees are 
considered O&M 

Expenses



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund

Note:  Legal fees are 
considered O&M 

Expenses



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund

Note:  Legal fees are 
considered O&M 

Expenses



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund

Note:  Legal fees are 
considered O&M 

Expenses



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund

Currently Fully 
Funded

Note:  Legal fees are 
considered O&M 

Expenses



Flow of GRP Funds

O&M Expenses Debt Service Fund Debt Service 
Reserve Fund

Starting FY 2021 
Fully Funded

Note:  Legal fees are 
considered O&M 

Expenses

Semi-Annual 
Debt Service 
Payments



Flow of GRP Funds

Operating & Rate 
Stabilization 
Reserve Fund

Emergency
Reserve Fund

Repair & Replacement 
Fund

The above reserves and funds reside within 
the GRP General Fund. 

NO reserve funds receive 
contributions unless all O&M 

Expenses are paid, Debt Service 
Fund is full and Debt Service 

Reserve is full 



Intangibles

• Conroe/Magnolia current arrears ($4.7MM thru August 2020)

• Quadvest/Conroe/Magnolia rate case thru trial = $800,000

• Quadvest Anti-trust case thru discovery = $700,000

• LSGCD DFCs/GMA/Rules = $260,000

• W2A/W2B = $250,000

• Rate increase to cover all costs, including all legal but does not cover 
any uncollected revenue (shortfalls from Conroe and Magnolia)

• Surface Water Production = 12 MGD

• Total Demand = 51.5 MGD

Scenario L (Alternative to Scenario K)



Reserve Contributions

$0
Scenario K

$0
Scenario L



Total Revenue Requirements
Scenario K

(51.5 MGD/12 MGD)

$18,998,862

$  340,000

$34,554,465

$  0*

$                  0*       

$53,893,327

O&M Expenses (Base)
+ Other Expenses

Legal Fees

Debt Service

Contributions to 
Reserves

Uncollected Revenue 
(Conroe and Magnolia)

Total

Scenario L
(51.5 MGD/12 MGD)

$18,998,862

$  2,090,000

$34,554,465

$  0*

$                  0*      

$55,643,327
*  Not Included in Revenue 

Requirement for Rate



Resulting Rates (per 1000 gallons) & Cash

Groundwater Pumpage

Surface Water

Increase over FY 2020

Budgeted Revenue

Withdrawal from Debt 
Service Reserve 

Scenario K
$2.73

$3.15

0%

$54,413,973

$3,573,177*
*  Unscheduled draws 

trigger public disclosure 
under SEC rules

Scenario L
$2.83

$3.25

3.3%

$56,293,700

$2,013,573*



Withdrawals from Debt Service Reserve
• Unscheduled draw triggers disclosure under SEC rules

• Coordinated with Texas Water Development Board

• Must be replenished in future years
– Primarily from awards by Court required of Conroe and Magnolia
– Any remaining from revenue generated from rates

• Other stipulations that may be required by TWDB and bond 
holders



2014 GRP Rate Study Rate Forecasts



2019 GRP Rate Study Groundwater Fee Forecast
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Scenario A – Reserves fully funded over 5 years
Scenario B – Reserves fully funded over 10 years
Includes a 3% Annual Inflation Rate



2019 GRP Rate Study Surface Water Fee Forecast
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Scenario A – Reserves fully funded over 5 years
Scenario B – Reserves fully funded over 10 years
Includes a 3% Annual Inflation Rate



Next GRP Review Committee Meeting
Monday, June 22, 2020

11:30 am

GRP Operations Center
11998 Pine Valley Drive

Conroe, Texas 77304

Key Agenda Item
Take action on GRP Division FY 2021 Budget and Amended Rate 

Order



Questions,
Discussion, &

Guidance



Item 6 – Other Items:
a.  Discuss and consider request from City of Conroe for GRP Division to engage 
an independent rate analyst to review and prepare a report regarding the fees, 
rates and charges adopted by the GRP Review Committee and San Jacinto River 
Authority for FY2021 including a review of the adopted and published rates of 
the SJRA for the sale or reservation of raw water.



City of Conroe 
Request for 

Independent Rate 
Analyst



GRP Contract References to Rate Studies
• Section 2.12: Review of Fees, Rates and Charges.  If requested by resolution or other 

written instrument adopted by an affirmative vote of a majority (but not less than 
three (3)) members of the Review Committee, the Board of Directors of the 
Authority shall engage an independent rate analyst to review and prepare a report 
regarding fees, rates and charges adopted or to be adopted by the Authority 
pursuant to this Contract; provided, however, that such review shall not (i) be 
undertaken more frequently than annually, or (ii) unless authorized in writing by the 
Authority, encompass a review of the adopted and published rates of the Authority 
for the sale or reservation of raw water.

• Section 6.04:  Rate Order. (f) – The Authority further agrees that it shall, not more 
often than every five (5) years, engage an independent rate analyst to review and 
prepare a written report regarding the fees charged by the Authority to reserve raw 
water for the benefit of the Participants and the rates at which such raw water has 
been or may be sold by the Authority for use in connection with the project. 



Recent Rate 
Studies 

with Model 
Development



Professional Services Process
• SJRA issue Request for Proposals (RFP)
• SJRA receive and evaluate Statements of Qualifications (SOQ)
• SJRA select consultant and negotiate Professional Services 

Agreement (PSA) including scope, fee and schedule
• GRP Review Committee consider PSA and recommend 

approval to SJRA Board
• SJRA Board consider and authorize GM to execute PSA
• Consultant conduct rate study with oversight by SJRA staff
• Consultant presents rate study results to GRP Review 

Committee and SJRA Board



Questions,
Discussion, &

Guidance



Item 7 – Discussion Regarding Future Agenda 
Items:
a.  Discuss protocol for the GRP Review Committee to request items to be 
added to agenda for the GRP Review Committee Meetings



Item 8 – Future Meeting Schedule:
• June 22, 2020
• July 20, 2020
• August 24, 2020



NEXT 
GRP REVIEW COMMITTEE

REGULAR MEETING

JUNE 22, 2020
Location:  

GRP Operations Building
11998 Pine Valley Drive

Conroe, Texas
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