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1 SUBJECT

Second amendment to Black Veatch Corporationsagreement for professional services for
Water Rate Study

2 SUMMARY

This is the second amendment to the agreement that provides for professional services to update
the water rate analysis and water rate model for the City The analysis will include a review and
report on the Citys current rates and structure including the ratio of fixed costs and variable
costs The scope of work includes updating the water rate model with recommendations for
possible pass through and multi family options that are Proposition 218 compliant

3 RECOMMENDATION ACTION

Approve the second amendment to the contract in an amount nottoexceed 5459000to Black
Veatch Corporation and authorize the Mayor and City Clerk to execute on behalf of the City

4 FISCAL IMPACT

Funds are available in the following account

60080115162000000 Engineering Services 8800800

5 STRATEGIC PLAN GOALS

2d Be a fiscally healthy community Analyze future fiscal needs and potential revenue
opportunities

4b Provide outstanding public service Provide facilities and services to meet customer

expectations

6 GENERAL PLAN IMPLEMENTAITON

Infrastructure Element Goal 60 Ensure water sewer and storm drain systems that meet the
needs of residents and businesses
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Policy 11 Provide sufficient levels of water sewer and storm drain service throughout the
community

Economic Development Element Goal 60 Provide sufficient infrastructure to support
anticipated economic development and growth
Policy 61 Provide public improvements to support commercial industrial and institutional uses

7 DISCUSSION and BACKGROUND

Due to escalating water supply costs the Water Division sent out a request for proposal RFP in
May 2009 to professional firms to conduct an analysis of the Water Funds revenues
expenditures and reserve balances in order to develop a water rate model Responses to the
RFP were opened in June 2009 After review and evaluation of the three proposals received a
contract was awarded at the July 14 2009 City Council meeting to Black Veatch Corporation
in the amount of4500000 A subsequent amendment to the agreement was approved by the
City Manager in September 2010 in the amount of6350 for a total contract of5135000

Black Veatch Corporation conducted the analysis and completed the original water rate model
in November 2009 This model has been used since its completion in November 2009 to
develop possible scenarios for water rate increases to offset escalating water supply costs The

financial data in the model was updated by Black Veatch Corporation in the fall of 2010 to
reflect the latest Water Division expenditures and revenues This is the same model that staff

used at the January 25 and February 8 2011 public hearing for proposed water rate increases

As directed at the February 8 2011 public hearing staff has requested a proposal from Black
Veatch Corporation for additional work to conduct a revised water cost of service analysis and a
rate structure analysis to

Develop an accurate ratio of fixed charges and variable charges for water service
Develop proposition 218 compliant multi family tier andor rate options
Develop proposition 218 compliant pass through options for OCWD costs

MWDMWDOC costs and inflation for infrastructure maintenance
Revise the water rate model to incorporate outcomes from the three options listed above
Generate a final report with findings and recommendations

In order to provide continuity with already completed data acquisition and the water rate model
staff is recommending amending the current Black Veatch Corporation agreement to include
the additional scope of work listed above The cost for this additional scope of work is 54590

8 ATTACHMENTS

Amendment to Consultant Service Agreement
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