City of La Palma
Agenda Item No. 5
MEETING DATE:

March 2, 2021

TO:

CITY COUNCIL

FROM:

CITY MANAGER

SUBMITTED BY:

Mike Belknap, Community Services Director

AGENDA TITLE:

Award a Professional Services Agreement to Wildan Financial
Services to Prepare a Water and Sewer Rate Study
______________________________________________________________________
RECOMMENDED ACTION:
It is recommended that the City Council award a professional services agreement an amount of
not to exceed $44,000 to Wildan Financial Services to complete the Water and Sewer Rate Study.
BACKGROUND
In December 2020, staff issued a Request for Proposals (RFP) for the preparation of a water and
sewer rate study. The study will include all services for developing a five (5) year rate schedule
for water and sewer services, conduct community outreach, preparing and participating in
Proposition 218 notices, hearings, and presentations to City Council. The last study was
conducted in 2015, when City Council adopted the current water and sewer rate structure. The
rates were continued for 2021 without any changes, as the rate study was postponed due to the
pandemic.
Scope of Work
1. Develop water and rate structures that will allow the City to meet its financial obligations
and ensure long-term stability for the respective Enterprise Funds.
2. Identify and analyze various direct costs included in the adopted budget for each
enterprise fund including overhead costs, personnel, administrative, and operational costs
to ensure that all costs of service for each Enterprise Fund are being fully accounted for
and are allocated among all customer classes in a fair and equitable manner, consistent
with State law.
3. Assess current rate structure performance and cost-of-service allocations as a baseline
for recommending changes. Include assessment of historical review, existing customer
classifications, and cost of service distribution to existing classifications. Recommend
changes that comply with Proposition 218 provisions and all federal, state, and local rules
and regulations.
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4. Assess current revenue, estimate future revenue and ability to meet projected revenue
requirements based on historical and current budges, current operational expenses, future
system requirements, expected operational changes and Capita Improvement Projects.
The significant large projects include: City Yard well and reservoir rehabilitation, Walker
Well reservoir rehabilitation, Walker Well replacement, potential water treatment plant
construction.
5. Analyze the effects in water conservation to the recommended rate structure and potential
impacts on ability fund operational and Capital Improvement Plan projects. Analyze how
20% reduction is consumption will impact revenue and costs of both Enterprise Funds.
6. Develop and propose a new five-year rate structure that includes: all fixed costs for
service, commodity costs, capital improvement and replacement costs, energy commodity
costs, reserve fund appropriations and any proposed classification, tier structure, and
alternative rate structures. Any proposed rate structure must be easy to understand and
implement.
7. The study stall include preparation of draft and final reports, presentations to City Council
up to three (3) community workshops, and preparation and participation in Proposition 218
hearings.
SUMMARY:
On January 26, 2021, six (6) proposals were received. The firms were:
1.
2.
3.
4.
5.
6.

Black & Veatch Corporation,
Bucknam & Associates, Inc., Laguna Niguel, CA
HF & H Consultants, LLC, Walnut Creek, CA
Lechowicz &Tseng Municipal Consultants, Oakland, CA
Raftelis Financial Consultants, Murietta, CA
Wildan Financial Services, Temecula, CA

Staff reviewed and rated each proposal and ranked Wildan Financial Services (Wildan) as the
most qualified firm. After review of the proposals, the fees were reviewed which ranged from a
low of $38,895 to $99,287. In addition to ranking highest, Wildan also submitted the lowest bid.
Their firm conducted the 2015 study for the City and staff was very pleased with their performance
and cooperation with staff and City Council.
FISCAL IMPACT:
The FY 2020-21 Capital Improvement Plan included $75,000 for the rate study. Wildan’s proposal
of $38,995 is $36,000 less than the budget allocation and also less than their previous Agreement,
due to having already conducted historical research for the previous study. There will be
additional costs for printing, processing, and mailing of the Proposition 218 notices, which is not
expected not to exceed $5,000. The total agreement with Wildan is in an amount not to exceed
$44,000.
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APPROVED:

_____________________
Department
Director

_____________________
Financial Consultant

Attachment(s):

Wildan Financial Services Agreement

1.

___________________
City Manager
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Attachment 1
AGREEMENT FOR CONSULTANT SERVICES
WILDAN FINANCIAL SERVICES

THIS AGREEMENT FOR the CONSULTANT SERVICES (hereinafter, the
"Agreement"), entered into as of March 2, 2021, by and between the CITY OF LA PALMA, a
municipal corporation (hereinafter, the "City"), and WILDAN FINANCIAL SERVICES, a
corporation (hereinafter, the "Consultant"). The Consultant and the City are hereafter together
referred to as the “Parties” and each individually as a “Party.”
RECITALS
A.
The City requires the services of, and desires to retain, a consultant to perform the
services set forth and described in the Scope of Work attached hereto as Exhibit "A" and
incorporated herein by this reference (hereinafter, the "Consultant Services").
B.
By virtue of the Consultant's expertise, experience, and background, the Consultant
is qualified to perform the Consultant Services for and on behalf of the City.
C.
The City and the Consultant mutually desire to enter into this Agreement for the
provision of the Consultant Services by the Consultant for and on behalf of the City, in accordance
with the terms and conditions set forth herein.
EXECUTORY AGREEMENTS
NOW, THEREFORE, in consideration of the facts recited above and the covenants,
conditions, and promises contained herein, the City and the Consultant mutually agree as follows:
SECTION ONE: RETENTION AND DUTIES OF CONSULTANT
1.1
The City hereby retains the Consultant, and the Consultant accepts this retention
from the City, to perform the Consultant Services as set forth in the Scope of Work attached hereto
as Exhibit "A".
1.2
The Consultant shall perform all services set forth in the Scope of Work in a
competent and professional manner, and shall complete all such work, and each component thereof,
within the time periods set forth in the Scope of Work.
1.3
In the performance of the Consultant Services, the Consultant shall report to and
receive instructions from the Community Services Director of the City. Tasks or services other
than those specifically described in the Scope of Work shall not be performed without the prior
written approval of the Community Services Director. If the City changes the scope of the
Consultant Services to be performed by the Consultant, or if the Consultant is requested to perform
services not specifically described in the Scope of Work, the Consultant shall perform such services
as are necessary to complete the work, and compensation for the work performed shall be paid by
the City in accordance with the Budget and Fee Schedule attached hereto as Exhibit "B" and
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incorporated herein by this reference, or as otherwise may be agreed in writing by the City and the
Consultant.
1.4
The Consultant shall not subcontract the performance of any of the Consultant
Services without the prior written approval of the City.
1.5
All data, studies, drawings, plans, maps, reports, and other documents shall, upon
payment in full for the Consultant Services, be furnished to and become the property of the City,
without restriction or limitation upon their use.
1.6
The Consultant agrees that the following person shall be the project manager on
behalf of the Consultant under this Agreement, and shall be principally responsible for performing
the Consultant Services:
CHRIS FISHER, VICE-PRESIDENT - DIRECTOR
Notwithstanding the foregoing, the parties acknowledge that persons other than the abovedesignated project manager of the Consultant may perform tasks or services under this Agreement
if the performance of such tasks or services is under the supervision and control of the Consultant's
project manager. The Consultant shall not alter the assignment of the above-designated project
manager without the prior written approval of the Community Services Director.
1.7
The City reserves and has the right and privileges, at its sole discretion and with or
without cause at any time during the term of this Agreement, of suspending, canceling or
terminating this Agreement or any work in connection with this Agreement. In the event of
termination, all finished or unfinished data, studies, maps, reports, and other items prepared by the
Consultant shall become the property of the City, and the Consultant shall promptly deliver such
items to the City. In the event of termination, the City shall pay the Consultant for all authorized
services performed and for all authorized and invoiced expenses incurred up to the date of
termination of this Agreement, on a time and materials basis in accordance with the Budget and Fee
Schedule attached hereto as Exhibit "B".
SECTION TWO: COMPENSATION TO CONSULTANT
2.1
The City shall pay to the Consultant for the performance of the Consultant Services
compensation in accordance with the Budget and Fee Schedule attached hereto as Exhibit "B" in an
amount not to exceed $44,000.
2.2
The Consultant shall invoice the City on a monthly basis for all work performed by
the Consultant under this Agreement. Invoices shall include billings for all charges, including
authorized direct costs incurred by the Consultant during the month covered by the invoice. All
charges for labor or professional services shall describe with specificity the services rendered and
shall set forth the number of hours worked and hourly rates in accordance with the Budget and Fee
Schedule. Within thirty (30) days of receipt of an invoice, and upon determination by the City that
the invoice is in order and that the Consultant has performed all requested or required services in a
timely and competent manner, the City shall pay such invoice.
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2.3
The Consultant shall maintain records on all services for and charges to the City
under this Agreement for a period of not less than twenty-four (24) months after the completion or
termination of this Agreement, and make such records available for review and audit if requested by
the City at any time during the term, or within twenty-four (24) months of the completion or
termination, of this Agreement.
SECTION THREE: LEGAL RESPONSIBILITIES
3.1
The Consultant shall keep fully informed of all Federal and State laws and regional,
county, and municipal ordinances and regulations which may in any manner affect those employed
by the Consultant or the performance by the Consultant of any tasks or services for or on behalf of
the City. The Consultant shall at all times observe and comply with all such laws, ordinances, and
regulations, and shall be responsible for the compliance therewith of all work and services
performed by the Consultant by or on behalf of the City.
3.2
The Consultant is retained as an independent contractor only, for the sole purpose of
rendering those professional services set forth in Exhibit "A" hereto or otherwise requested by the
City, and is not an employee of the City. The City shall have the right to control the Consultant
only as to results of the Consultant's services rendered pursuant to this Agreement, and the City
shall not have the right to control the means by which the Consultant accomplishes the services
performed under this Agreement.
3.3
The Consultant shall not discriminate against any employee or applicant for
employment because of race, religion, sex, age, marital status, or national origin.
3.4
All proprietary information developed by the Consultant in connection with, or
resulting from, this Agreement, including but not limited to inventions, discoveries, improvements,
copyrights, patents, maps, reports, textual material, or software programs, shall be the sole and
exclusive property of the City. The Consultant agrees that the compensation to be paid pursuant to
this Agreement includes adequate and sufficient compensation for any proprietary information
developed in connection with or resulting from the performance of the Consultant Services under
this Agreement. The Consultant further understands and agrees that full disclosure of all
proprietary information developed in connection with, or resulting from, the performance of
services by the Consultant under this Agreement shall be made to the City, and that the Consultant
shall do all things necessary and proper to perfect and maintain ownership of such proprietary
information by the City.
3.5
The Consultant agrees to perform all work to the reasonable satisfaction of the
City. If the services performed under this Agreement are not satisfactory, the City has the right to
take appropriate action, including but not limited to: (1) meeting with the Consultant, its agents
or subcontractors to review the quality of the work and resolve matters of concern; (2) requiring
the Consultant to have the work repeated at no additional fee until it is satisfactory; (3)
withholding payment of City’s compensation to the Consultant for any unsatisfactory work
performed; (4) terminating this Agreement.
3.6
The Consultant shall assume all costs arising from the use of patented or
copyrighted materials, including but not limited to equipment, devices, processes, and software
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programs, used or incorporated in the services or work performed by the Consultant under this
Agreement. The Consultant shall indemnify, defend, and hold the City harmless from any and all
suits, actions, or proceedings of every nature for or on account of the use of any patented or
copyrighted materials.
3.7
Any time period specified in this Agreement for performance of services shall be
extended because of any delays due to unforeseeable causes beyond the control and without the
fault or negligence of the City or the Consultant, including, but not restricted to, acts of God or of
the public enemy, unusually severe weather, fires, earthquakes, floods, epidemics, quarantine
restrictions, riots, strikes, freight embargoes, wars, litigation, and/or acts of any governmental
agency, including the City, if the delaying Party shall within ten (10) days of the commencement
of such delay notify the other Party in writing of the causes of the delay. If the Consultant is the
delaying Party, the City shall ascertain the facts and the extent of delay, and extend the time for
performing the services for the period of the enforced delay when and if in the judgment of the
City such delay is justified. The City's determination shall be final and conclusive upon the
parties to this Agreement. In no event shall the Consultant be entitled to recover damages against
the City for any delay in the performance of this Agreement, however caused. The Consultant's
sole remedy shall be extension of this Agreement pursuant to this section.
3.8
The parties mutually acknowledge that the City has retained Consultant to perform
the tasks and services set forth in this Agreement based upon the special skills, expertise, and
experience of Consultant. Accordingly, in performing the tasks and services under this Agreement,
Consultant shall use the skill and care that a highly specialized professional with significant
expertise in the field, would use under similar circumstances. Further, the parties mutually agree
that, to the extent that Consultant retains sub-consultants or subcontractors to perform any portion
of any of the tasks or services under this Agreement, Consultant has a duty to the City to ensure that
the tasks and services performed by such sub-consultants and subcontractors meet the same highly
specialized professional level, skill, and expertise expected of Consultant.
3.8.1 Except as set forth in subdivision 3.8.2, Consultant shall indemnify, defend (with
legal counsel acceptable to the City), and hold harmless the City, its officials, officers, and
employees (“City Personnel”) from and against any and all actions, suits, claims, demands,
judgments, attorneys fees, costs, damages to persons or property, losses penalties, obligations,
expenses, or liabilities (“Claims”) that may be asserted or claimed by any person or entity arising
out of Consultant’s performance of any tasks or services for or on behalf of the City, whether or not
there is concurrent active or passive negligence on the part of the City and/or any City Personnel,
but excluding any Claims arising from the sole negligence or willful misconduct of City or any City
Personnel.
3.8.2 The provisions of this subdivision 3.8.2 apply only in the event that Consultant is a
“design professional” within the meaning of the California Civic Code Section 2782.8(c). If
Consultant is a “design professional” within the meaning of Section 2782.8(c), then
notwithstanding subdivision 3.8.1 above, to the fullest extent permitted by law (including, without
limitation, Civil Code Sections 2782 and 2782.6), Consultant shall defend (with legal counsel
reasonably acceptable to the City), indemnify, and hold harmless the City and City Personnel from
and against any Claim that arises out of, pertains to, or relates to, directly or indirectly, in whole or
in part, the negligence, recklessness, or willful misconduct of Consultant, any sub-consultant,
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subcontractor, or any other person directly or indirectly employed by them, or any person that any
of them control, arising out of Consultant’s performance of any task or service for or on behalf of
the City under this Agreement. Such obligations to defend, hold harmless, and indemnify the City
or any City Personnel, shall not apply to the extent that such Claims are caused in part by the sole
active negligence or willful misconduct of the City or such City Personnel. Consultant’s cost to
defend City and/or City personnel against any such Claim shall not exceed Consultant’s
proportionate percentage of fault with respect to that Claim; however, pursuant to Civil Code
section 2782.8(a), in the event that one or more defendants is unable to pay its share of defense
costs due to bankruptcy or dissolution of the business, Consultant shall meet and confer with City
(and, if applicable, other parties) regarding any unpaid defense costs. To the extent Consultant has
a duty to indemnify the City or any City Personnel under this subdivision (b), Consultant shall be
responsible for all incidental and consequential damages resulting directly or indirectly, in whole or
in part, from Consultant’s negligence, recklessness, or willful misconduct.
3.9
The Consultant shall not commence the performance of any work or services under
this Agreement until the Consultant has obtained all insurance required hereunder, nor shall the
Consultant allow any subcontractor to commence services under its subcontract until all such
insurance has been obtained by the subcontractor. Current certification of insurance shall be kept
on file with the City at all times during the term of this contract. The City reserves the right to
require complete, certified copies of all required insurance policies, at any time. All insurance
policies shall be issued by an insurance company currently authorized by the Insurance
Commissioner to transact business of insurance or is on the List of Approved Surplus Line Insurers
in the State of California, with an assigned policyholders’ Rating of A- (or higher) and Financial
Size Category Class VI (or larger) in accordance with the latest edition of Best’s Key Rating Guide,
unless otherwise approved by the Agency’s Risk Manager. The Consultant shall take out and
maintain at all times during the performance of this Agreement the following policies of insurance:
3.9.1 Workers Compensation Insurance to cover its employees as required by law; and the
Consultant shall require all subcontractors to provide such compensation insurance for all of the
latter's employees. Each such policy of worker compensation insurance shall carry the following
endorsements:
(a)
"The insurer waives all rights of subrogation against THE CITY OF LA PALMA,
its officers, officials, agents, employees, and representatives."
(b)
"This insurance policy shall not be canceled, limited or nonrenewed by the insurer
until thirty (30) days after receipt by THE CITY OF LA PALMA of a written notice of such
cancellation, limitation, or reduction of coverage."
3.9.2 Comprehensive General Liability Insurance for bodily injury, death, and property
damage which may arise from the negligent performance of the Consultant, its employees, agents
representatives, successors, and assigns while performing work or services under this Agreement, in
an amount not less than $1,000,000 per occurrence, $2,000,000 general aggregate.
3.9.3 Comprehensive Automobile Liability Insurance, including owned, non-owned, and
hired automobiles, in a minimum Combined Single Limit of $1,000,000 per occurrence for bodily
injury, death, and property damage.
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Each such policy of insurance provided for in Paragraph 3.9.2 and 3.9.3 shall be in a form
satisfactory to the City and shall contain the following endorsements:
(a)
"THE CITY OF LA PALMA, its officers, officials, employees, and representatives,
are hereby declared to be additional insureds under the terms of this policy with respect to the
operations and activities of the named insured at or from the premises of THE CITY OF LA
PALMA described above."
(b)
"This insurance policy shall not be canceled, limited, or not renewed until thirty (30)
days after receipt by THE CITY OF LA PALMA of a written notice of such cancellation,
limitation, or reduction of coverage."
(c)
"This insurance policy is primary insurance and no insurance held or owned by the
designated additional insureds shall be called upon or looked to cover a loss under said policy; THE
CITY OF LA PALMA shall not be liable for the payment of premiums or assessments on this
policy."
3.9.4 Professional Liability Insurance to protect the City from the Consultant's negligent
acts, errors, and omissions of a professional nature, with coverage in a minimum amount of
$1,000,000 per claim and in the aggregate. Any policy inception date, continuity date, or retroactive
date must be before the effective date of this agreement and Consultant agrees to maintain
continuous coverage through a period no less than three (3) years after completion of the services
required by this Agreement.
At least thirty (30) days prior to the expiration of any policy of insurance required under Paragraph
3.9.1, 3.9.2, 3.9.3 or 3.9.4, a signed complete certificate of insurance, with all endorsements
provided herein, showing that such insurance coverage has been renewed or extended, shall be filed
with the City.
3.10 The Consultant shall not assign or otherwise transfer any of its rights or obligations
under this Agreement without the prior written consent of the City; and any such assignment or
other transfer without such consent shall be void.
3.11 Except as the City may specify in writing, the Consultant shall have no authority,
express or implied, to act on behalf of the City in any capacity whatsoever as an agent. This
Agreement does not grant to the Consultant any authority, express or implied, to bind the City to
any obligation whatsoever.
3.12 In the event any action is commenced by one Party to this Agreement against the
other to enforce any of the rights or obligations arising from this Agreement, the prevailing Party in
such action, in addition to any other relief and recovery ordered by the court, shall be entitled to
recover all statutory costs, together with reasonable attorney's fees.
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SECTION FOUR:

MISCELLANEOUS

4.1
Notices: All notices, invoices or other instruments required or permitted to be
given under this Agreement shall be served by personal delivery or deposited in a United States
mail depository, postage prepaid, and addressed as follows:
If to the City:

CITY OF LA PALMA
7822 Walker Street
La Palma, California 90623
Attn: COMMUNITY SERVICES DIRECTOR

If to the Consultant:

WILDAN FINANCIAL SERVICES
27368 Via Industria, Suite 200
Temecula, CA 92590

or such other address or person as either Party may indicate to the other in writing. Service of any
instrument by mail shall be deemed effective forty-eight (48) hours after deposit in a United States
mail depository, postage prepaid, and addressed as set forth above.
4.2
Integration: This Agreement represents the entire understanding of the City and
the Consultant as to those matters contained herein, and no prior oral or written understanding shall
be of any force or effect with regard to those matters covered by this Agreement. This Agreement
may not be modified, altered, or amended except in writing signed by both the City and the
Consultant.
4.3
Construction: This Agreement shall be construed in accordance with the laws of
the State of California and as if drafted by both parties hereto.
4.4
Successors and Assigns: Subject to the provisions of Paragraphs 1.4 and 3.10
hereinabove, this Agreement, and all of the covenants, terms, and conditions hereof, shall be
binding upon, and inure to the benefit of, the City, the Consultant, and their respective successors
and assigns.
4.5
Authority of Signatories: The persons executing this Agreement on behalf of the
Parties hereto warrant that they are duly authorized to execute this Agreement on behalf of said
Parties and that by so executing this Agreement the Parties are formally bound to the provisions
of this Agreement.
IN WITNESS WHEREOF, this Agreement has been executed as of the date first written above.
CITY OF LA PALMA

By _____________________________________
Nitesh P. Patel
Mayor
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ATTEST:

__________________________________
Kimberly Kenney, CMC
City Clerk
WILDAN FINANCIAL SERVICES

By _____________________________________
_____________________________________
[Title]
By _____________________________________
_____________________________________
[Title]
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Exhibit A
Scope of Work
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City of La Palma, California
Water And Sewer Rates Study

Scope of Work
The following proposed work plan is intended to capture the goals and objectives of the City. While the tasks listed
may vary somewhat from those listed in the City’s Scope of Work, Willdan is confident our proposed work plan will
effectively meet project objectives. A final scope and schedule will be determined following the selection of a consultant
and based on further discussions with staff.
Willdan’s work plan will culminate in the successful development of utility rates for five years, a ten-year financial plan,
and the education of staff and key stakeholders.

Project Initiation
Task 1.1 – Data Collection and Review
Task 1.1.1 – Data Collection. The City will be provided with an initial list of basic data needed to conduct the study.
The data request may include, but will not be limited to:
▪
▪
▪
▪

Financial and operating data (budgets, audits,
financial statements, cash balances, etc.)
Customer account and billing data;
Related reports prepared by others (i.e. Master Plans);
Capital improvement programs, fixed asset records;

▪
▪
▪
▪

System operating data for the utility;
Bond statements, debt service schedules;
Ordinances, City codes; and
City financial, debt and reserve policies.

Task 1.1.2 – Data Review. We propose to conduct initial data collection and review prior to the kickoff meeting to allow
for a more meaningful discussion during the meeting. This will allow for our review of data in advance of the meeting
so that we can request clarifications or follow-up information as necessary. However, if the City’s preference is to
conduct the kickoff prior to collecting data, we will accommodate that request. The data will be reviewed for
completeness and to ensure a sufficient understanding of historical utility operations. The data collection and review
process will be ongoing throughout the process as the need for additional information arises.
Task 1.2 – Kickoff Meeting and Planning Discussion
Task 1.2.1 – Project Kickoff. Following initial data collection and review, Willdan will conduct a kick-off meeting with
City Staff. During this meeting we will discuss goals and objectives of the study, the schedule, constraints or challenges
that may be encountered, stakeholder considerations and objectives, and political concerns. Discussions may center
around the following:
▪
▪
▪
▪
▪
▪
▪

Review of previous rate study and existing rate structure and areas where existing rates have been successful
and/or specific areas of focus, such as the study and implementation of tiered rates;
Review of recent financial performance for the utility;
Discussion of anticipated significant events (i.e. loss or gain of any major customers);
Components to incorporate into the updated revenue requirements; such as, capital improvements, debt
repayment, reserves, annual repair and replacement, ongoing maintenance, cost of imported water, etc.;
Strategy and level of effort for outreach and education;
Conduct a detailed review of the data used in the baseline financial forecast; and
Review and resolve (or develop a plan for resolving) data issues and questions.

For further efficiency and collaboration, the kick-off meeting will include a financial policy discussion. This will serve to
address and document the City's financial policies for the utility to be studied.
Topics of discussion may include:
▪
▪
▪
▪

Rate design approaches and alternatives;
Rate policy objectives;
City financial policies;
Reserve options and target levels (operating, debt
services, rate stabilization, repair and replacement);

▪
▪
▪
▪

Conservation objectives;
Capital Improvement Plan (CIP) financing options –
i.e. PAYGO vs. Debt;
Customer characteristics and classifications; and
Cost of service factors; and Proposition 218.
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Water and Sewer Rate Study Work Plan
Task 2.1 – Revenue Requirements and Rate Determinants
Task 2.1 encompasses the development of the comprehensive financial plan and model, with specific factors and areas
of focus identified below. We will utilize the model from the study that Willdan completed previously to maximize
efficiency and cost effectiveness as much as possible.
Task 2.1.1 – Historical Billing Data Analysis. The data request document will provide instructions for the
development of historical customer billing information. It is anticipated that the billing information will be provided in a
format necessary to summarize the water and sewer systems accounts and billable flows by customer class for a
recent historical period for which audited revenues exist. The customers and flows provide the basis on which operating
revenues are derived and are therefore the primary factors utilized in reviewing the user rates and charges. As such,
the historical billing data provides an important basis for analyses that will be used to develop assumptions for
projecting revenues under existing and/or proposed rates.
Given the critical nature of this task, the Willdan Project Team will work closely with assigned staff members to ensure
that the customer and flow data is as accurate as possible.
Task 2.1.2 – Customer and Flow Projections. The water and sewer systems account and billable flows will be
forecasted for a five-year (5) planning period. Such projections will be developed by considering historical growth
trends, peak demands, climatological patterns, local economic conditions, potential for adding/losing major utility
customers, changes in customer class usage patterns over time, and experienced judgment. The billable flow
projections will be based on the projected number of utility accounts and a usage per account analysis to differentiate
the historical effects of account growth and increased (decreased) average usage by customer class.
Task 2.1.3 – Projected Revenues Under Existing Rates. Projections of utility system revenues under existing rates
for the five-year (5) planning period will be developed for water and sewer, recognizing projected accounts, flow
volumes, and usage patterns by customer class (as determined in the billing analysis under the previous tasks). Such
revenue projections will assume that the existing user rates and rate structures remain constant at the existing levels.
Task 2.1.4 – Projected Revenue Requirements. Revenue requirements (i.e. system expenditures) will be developed
for the utility system based on an analysis of historical, currently budgeted, and anticipated operating and capital
expenditures. The revenue requirements will be projected on a fiscal year cash flow basis, taking into account expected
operational changes, changes in staffing or operating expenditures for new facilities, system growth occurring from
new development, anticipated extraordinary expenses, and allowances for inflation.
The projections will include, but not be limited to, the following:
▪

Operation and maintenance expenses;

▪

Direct and Indirect Costs;

▪

Outlay for annual
replacements;

and

▪

Projected overhead incorporated into the ongoing Cost
Allocation Plan development; and

▪

Debt service and reserve requirements on existing
and anticipated debt instruments;

▪

Other expenditures and transfers.

capital

additions

Task 2.1.5 – Projected Operating Results Based on Existing Rates. The projected revenues and revenue
requirements will be summarized into a five-year cash flow statement providing the projected operating results of the
water and sewer systems under the existing rates.
The cash flow statement will be used to estimate annual adjustments in utility revenues necessary to fund operating
and capital expenditure requirements, meet bond covenant requirements, and maintain prudent utility management
practices. The estimated timing and magnitude of future debt issues required, if any, to finance proposed capital
improvements will also be shown.
Concurrent with the development of the projected operating results, the study will review the general financial health
of the utility operations and, as necessary, make recommendations for changes in fund balances, reserves, and debt
service coverage ratios to maintain financial integrity and a stable bond rating.
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Water And Sewer Rates Study
The graphic below demonstrates the general rate study methodology and major components of the rate process.
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Task 2.2 – Cost-of-Service Allocations
Task 2.2.1 – Functional Cost Allocations. The analysis will allocate the Test
Year revenue requirement (i.e. costs of providing service) to the various cost/rate
components that constitute functional classifications of the types of service
provided. The functional cost allocations will evaluate such aspects as fixed
costs, customer related costs and volumetric/usage related costs. The
evaluation of allocation factors
associated with applicable costs will
be based on existing rate structures
applied by the City, meter size, rate
structures
applied
by
other
comparable utility systems in the
region, common industry practice and
standard rate-making principals.
Task 2.2.2 – Determination of
Revenue Adequacy. Comparisons of revenues under the existing water and
sewer rates with the allocated costs of service will be evaluated in order to
determine the degree of cost recovery by the various cost components, and
to identify areas that may possibly require adjustments to align the revenues
from each rate component with the allocated costs.
Task 2.3 – Capital Needs Analysis
Task 2.3.1 – Review Capital Improvement Program (CIP). The City’s existing utility system five-year (5) CIP will be
reviewed in conjunction with conversations with City staff. The objective of such a review is to gain an understanding
of the types of projects scheduled; the timing associated with such projects, associated expenditure requirements and
the sources of funding each project. The results of the financial plan will also help the City to prioritize projects identified
within the CIP.
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Task 2.3.2 – Develop Capital Needs Plan. Based on the
findings made in the previous task and the Projected Operating
Results described in Task 2.1.5, a plan will be developed to
provide for the anticipated capital expenditure activities,
including debt issuances, relative to the CIP. Such a plan will
include consideration for the use of restricted and unrestricted
funds, surplus operating reserves, capital recovery fees, and
future rate adjustments. The analysis will also develop a
projection of reserve fund balances and level of liquidity.
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Task 2.3.3 – Capital Program Model. The CIP will drive the future funding options and will directly impact rates.
Therefore, the rate analysis will incorporate the City’s current five-year CIP. The rate model will have the ability to run
various CIP scenarios and quickly show the estimated impact on utility rates.
Since we are not acting as the financial/municipal advisor to the City for this project, we will rely on information relative
to proposed debt or financing structures provided by the City or it’s designated financial/municipal advisor.
Task 2.4 – Rate Analysis and Design
Task 2.4.1 – Evaluation of Existing Rate Structure. The existing rate structure will be further evaluated for its
effectiveness in equitably recovering costs of utility service from each customer class.
As part of the rate design process, Willdan will discuss with departmental staff the current trends and philosophies in
utility rate-making. This discussion will also include the evaluation of potential drought rates.
Based on these discussions, the analysis will develop and recommend a rate design and philosophy that best meets
the objectives of the City. The analysis model will be developed in a dynamic manner allowing the City to compare
alternative “annual incremental/phasing adjustments to achieve funding goals. Basic standards for rate design
accepted by the industry are:
Full Cost Recovery – rate revenue should provide sufficient income so that, when combined with other sources of
funds, covers all the funding requirements for the system including, all current long-term liabilities, debt obligations and
future expansion-related and R&R-related capital needed to replace aging and infrastructure.
Fairness and Equity – based on cost responsibility as reflected in cost-of-service allocations, in accordance with
industry standards.
Technically Defensible – apply industry proven standards and methodologies to help shield the City from potential
legal challenges associated with the proposed utility rates.
Resource Conservation – under conditions of scarcity, the pricing of water as a commodity should promote voluntary
conservation, discourage unnecessary service use and extend the availability of supply.
Administrative Efficiency – rates should be understandable to customers and efficiently administered by staff.
Customer Acceptance – customers understand the rates, view them as fair, and consider them to be reasonable
compared to other costs and other utilities.
Public Health and Welfare – rates are structured so that essential service usage is encouraged through affordability.
Task 2.4.2 – Rate Structure Alternatives. The rate model will be developed in a dynamic manner such that Willdan
and City staff will be able to analyze “what if” scenarios detailing the financial impacts under each scenario utilizing an
iterative dashboard view. Baseline rate structures will be recommended as required to fund the utility systems, and
consider annual inflationary, indexed adjustments to rates as needed to maintain each utility. As necessary, alternative
rate structure scenarios will also be identified, and the financial impacts associated with fluctuations in customer
growth, planned capital expenditures and/or implementation of mandated regulatory requirements will be estimated.
The rate structure alternatives will include both “base and volumetric charges” and will be developed to recover the
projected revenues needed to fund utility operations, recognizing equitable cost recovery by customer class,
establishing reasonable recovery of costs from existing and new utility customers, and complying with applicable
regulations and policies. Any alternative rate structures will be based on common industry standards and will be
consistent with the City’s goals and objectives.
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Comparison With Other Utility Systems
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Task 2.4.3 – Projected Operating Results Based on
Proposed Rates. The proposed user rates and/or rate
structures will be applied to the projected customers and flows
in order to estimate the revenues to be generated from the
proposed rates for the Test Year and the subsequent years of
the projection period. The projected revenues will consider
possible elasticity effects associated with changes in usage
characteristics that may occur from revising the rate structure.
In addition, similar to the process described in Task 2.1, the 5year forecast will identify annual adjustments in utility system
revenues necessary to meet bond covenant requirements,
prudent management practices, and/or sound capital financing
considerations.

Task 2.4.4 – Typical Bill Comparison. Comparisons of typical utility bills under the existing and proposed rates will
be developed for each customer class under various
levels of usage. The selected customer class usage levels
will reflect the results of the billing analysis so as to better
demonstrate rate impacts on typical customer accounts in
each class.
Task 2.4.5 – Neighboring Utility Comparison. A
comparison will be prepared, with no more than ten
utilities, to assess the difference between the existing and
proposed rates of the City with those of other comparable
Orange County municipal utility systems.
Task 2.5 – Reports and Deliverables
Task 2.5 is the development of the rate report. We will begin with the report structure and layout from the previous
study for consistency and efficiency.
Task 2.5.1 – Preliminary Draft Report. A draft report will be developed to address the study findings and the proposed
recommendations. Contents will also include assumptions relied upon for the projection of customers and usage
characteristics, revenue requirements, revenues, operating results, the cost recovery profile for each class, the results
of the fully allocated cost of service analyses and any proposed adjustments to the utility rates. Upon completion, an
electronic PDF copy and ten copies of the draft report will be provided to staff for review. The report and presentations
will also include a comparison of La Palma current and proposed rates with five (5) other public agencies.
Task 2.5.2 – Final Report. Based on comments received from staff and other participants during the presentation of
the Preliminary Draft Report, the Final Report will be revised to incorporate the agreed upon changes. Upon
completion, an electronic PDF copy and ten copies of the Final Rate Study Report, as well as the Dashboard Model
spreadsheet will be provided to the City.
Task 2.6 – Proposition 218 Notice and Public Outreach Materials
Task 2.6.1 – Proposition 218 Notices. Based on our 20-year history with Proposition 218 compliance, we will assist
with the drafting of the notices that will explain: The purpose of the rates:
▪

The purpose of the rates;

▪ The date, time, and place of the public hearing; and

▪

The reason for the increases;

▪ Details on what constitutes the existence of a majority protest,

▪

How the rates are structured;

as it relates to the implementation of a new/increased utility
rate structure.

Task 2.6.2 – Proposition 218 Notice Processing. We will develop the materials, create a parcel database of
properties subject to the new proposed rates, and coordinate the printing and mailing of the materials in conjunction
with a mailing house that we typically work with on these types of projects. The additional cost for these services is
estimated at $.75 per parcel and includes direct costs associated with the mailing. Our cost proposal does not
include these direct costs. They will be billed directly to the City at the time of the mailing once the actual
costs are known.
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Task 2.7 – Meetings and Presentations
Task 2.7.1 – Project Kick-Off. As detailed in phase one, a kick-off conference call will be scheduled with City staff at
the start of the project to discuss project requirements, finalize project scheduling/milestones and reporting
requirements, and receive overall project direction. This discussion will provide the opportunity to review current water
and sewer rates, fees, charges, issues and deficiencies with staff.
Task 2.7.2 – Project Progress Web Conferences. During the project, and prior to meetings with the City Council,
team web conferences will be scheduled to present the progression of the analysis to staff in order to obtain input and
feedback associated with any rate adjustments that may be presented. These web-meetings will assist in the
completion of rate design for the utility system and guide the development of the draft report.
Task 2.7.3 – Draft Financial Plan Meeting. The results of the Preliminary Financial Plan and Revenue Requirements
will be presented to Staff for comments, feedback and direction.
Task 2.7.4 – Final Report Meetings/Public Hearing. The draft report will be reviewed with City Staff to discuss
findings and recommendations, gather feedback and address questions.
The results of the Final Report will be presented to the City Council during two (2) public Council meetings, including
the Public Hearing required by Proposition 218. Willdan’s Project Manager will be present to address any questions or
concerns raised during the public hearings. We will also participate in up to three (3) stakeholder/community
workshop meetings to assist in outreach and education.
Please note, meetings may need to be conducted remotely using web meetings and/or conference calls depending on
the public health mandates then in effect due to COVID-19.

City Staff Support / Responsibilities
Willdan recommends that the City assign a key individual as project manager for each project. As our analysis is
developed, the City’s appointed project manager will:
1) Coordinate responses to informational requests;
2) Coordinate review of work products; and
3) Identify appropriate staff members for participation in meetings and facilitate in scheduling.
We will ask for responses to initial information, follow-up requests and comments on reports within five business days
or otherwise agreed upon timetable. If there are delays, the project manager will follow up with the parties involved to
establish an estimated date for the delivery of information and/or feedback. To ensure continued progression, the
project manager will reconvene with the rest of the team to identify tasks that can be started while waiting for requested
data.
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Project Management and Quality Assurance/Control Approach
Project Management
At Willdan, we utilize a Project Management Process/Approach that ensures projects are completed on time, within
budget and most importantly yield results that match our clients’ expectations. We will document discussions leading
to important policy decisions and/or the choice of critical assumptions used in constructing the analysis and model.
Following key stakeholder discussions, we will schedule a call to summarize findings and direction with City staff, to
make certain that we are in agreement with stated objectives, and that feedback is incorporated as appropriate.
Through the process of providing regular updates and conducting status conference calls, potential issues will be
highlighted, discussed and resolved. Any deviances from the project timeline will be identified and plans will be
developed for course corrections. If necessary, changes in approach or strategy will be discussed with City staff, to
meet the needs of the City of La Palma. In doing this, we will ensure the project stays on track and evolves, based
upon current thinking and outside dynamics.

Project Management
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Quality Assurance / Quality Control Process
Our quality control program is incorporated as a required element of Willdan’s day-to-day activities. There are three
levels of reviews incorporated for our deliverables:
1) Peer review;
2) Project Manager review; and
3) Final quality assurance
manager review.
Peer reviews involve one analyst
reviewing the work of another,
while project manager reviews
are conducted prior to delivery to
the quality assurance manager.
The quality assurance manager
then performs a final review. This
assures that our final product has
been thoroughly evaluated for
potential errors; thus, providing
quality client deliverables, and
high levels of integrity and
outcomes.
The primary mission of our quality control plan is to provide staff with the technical and managerial expertise to plan,
organize, implement, and control the overall quality effort, thereby ensuring the completion of a quality project within
the time and budget established.

Quality Assurance Goals
Goal

Lead

Task
▪ Establish a set of planned and systematic actions for maintaining a

high level of quality in the professional services performed;
Emphasize quality in every phase of work;
Quality Assurance /
Control Process

Chris Fisher

▪ Ensure efficient use of resources;
▪ Establish a consistent and uniform approach to the services

performed; and
▪ Implement appropriate quality control measures for each work task

of the project.

Quality Control Plan

Chris Fisher &
Jeff McGarvey

▪

Contract deliverables;

▪

Specific quality control procedures;

▪

Special quality control emphasis;

▪

Budget and manpower requirements;

▪

Overall project schedule and budget; and

▪

Project documentation requirements.
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Project Schedule
The following outlines the estimated number of weeks to complete each task outlined in our scope of services. A specific project schedule will be developed
following consultation with, and in concert with, City staff.

City of La Palma
Water and Sewer Rate Study
Timeline
Scope of Work

1

March
8 15 22 29

April
5 12 19 26

May
3 10 17 24 31

June
7 14 21 28

July
5 12 19 26

2

August
9 16 23 30

September
6 13 20 27

October
4 11 18 25

Project Initiation
Task 1.1 Data Collection and Review
Task 1.2 Kickoff Meeting and Planning Discussion

Water and Sewer Rate Study
Task 2.1 Revenue Requirements and Rate Determinants
Task 2.2 Cost of Service Allocations
Task 2.3 Capital Program Analysis
Task 2.4 Rate Analysis and Design
Task 2.5 Reports and Deliverables
Task 2.6 Proposition 218 Notice Preparation and Mailing
Task 2.7 Meetings and Presentations

Prop 218 Notice Period (Sep - Nov)
Council/Staff Meetings

Council Mtg / Public Hearing (PH Nov)
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Cost Proposal
Water and Sewer Rate Study
Based on our work plan provided in the scope of services, we propose a not-to-exceed fixed fee of $38,895.
The table below provides a breakdown of this fee by task and project team member.

City of La Palma
Water and Sewer Rate Study
Cost Proposal
C. Fisher
PIC - Project
Manager

K. Burnett
Lead Project
Consultant

J. McGarvey
Tech Advisor
& QA/QC

M. Cronan
Analytical
Support

Total
Cost

Hours

$250

$240

$185

$110

Task 1.1 Data Collection and Review

2.0

1.0

6.0

8.0

17.0

Task 1.2 Kickoff Meeting and Planning Discussion

2.0

-

2.0

1.0

5.0

980

Task 2.1 Revenue Requirements and Rate Determinants

6.0

2.0

24.0

44.0

76.0

11,260

Task 2.2 Cost of Service Allocations

3.0

2.0

6.0

10.0

21.0

3,440

Task 2.3 Capital Program Analysis

2.0

1.0

4.0

8.0

15.0

2,360

Task 2.4 Rate Analysis and Design

2.0

1.0

12.0

8.0

23.0

3,840

Task 2.5 Reports and Deliverables

4.0

2.0

12.0

32.0

50.0

7,220

Task 2.6 Proposition 218 Notice Preparation and Mailing

4.0

-

1.0

2.0

7.0

1,405

Task 2.7 Meetings and Presentations

12.0

-

12.0

4.0

28.0

5,660

Total Cost Proposal

37.0

9.0

79.0

117.0

242.0

Scope of Work
Project Initiation
$

2,730

Water and Sewer Rate Study

$

38,895

Proposition 218 Fees
The fixed fee does not include direct costs associated with the printing, processing and mailing of Proposition 218
notices. We will bill the City for these at our cost plus 10 percent, based on actual quotes provided by our mailing
house. These costs are estimated at $.75 per mailed piece.

Notes
▪

The City will be invoiced on a monthly percentage-completion basis.

▪

Invoices will include a description of services, as well as a summary of costs to date by task.

▪

We will perform additional tasks, outside our scope of services, as requested and authorized by the City for an
additional fee.

▪

Willdan will rely on the validity and accuracy of the City’s data and documentation to complete our analysis. Willdan
will rely on the data as being accurate without performing an independent verification of accuracy, and that we will
not be responsible for any errors that result from inaccurate data provided by the client or a third party.

▪

The City shall reimburse Willdan for any costs Willdan incurs, including without limitation, copying costs, digitizing
costs, travel expenses, employee time and attorneys' fees, to respond to the legal process of any governmental
agency relating to the City or relating to this project. Reimbursement shall be at Willdan's rates in effect at the time
of such response.
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Hourly Rates
Additional services may be authorized by the City and will be billed at our then-current hourly rates. Our current
hourly rates are listed below.

Willdan Hourly Rate Schedule
Position
Vice President - Director
Managing Principal

Team Member
Chris Fisher

$250

Jeff McGarvey

$240

Principal Consultant
Senior Project Manager

Hourly Rate

$210
Kevin Burnett

$185

Project Manager

$165

Senior Project Analyst

$135

Senior Analyst

$125

Analyst II

$110

Analyst I

Michael Cronan

$100

City Contract
Willdan’s Counsel has reviewed the City’s sample agreement, and requests no changes to the agreement.
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Exhibit B
Budget and Fee Schedule
Water & Sewer Rate Study

$38,995

Proposition 218 Notices
(Printing, Processing, Mailing)

$ 3,750 (not to exceed)

Contingency

$ 1,255
TOTAL

-10-

$44,000 (not to exceed)
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Cost Proposal
Water and Sewer Rate Study
Based on our work plan provided in the scope of services, we propose a not-to-exceed fixed fee of $38,895.
The table below provides a breakdown of this fee by task and project team member.

City of La Palma
Water and Sewer Rate Study
Cost Proposal
C. Fisher
PIC - Project
Manager

K. Burnett
Lead Project
Consultant

J. McGarvey
Tech Advisor
& QA/QC

M. Cronan
Analytical
Support

Total
Cost

Hours

$250

$240

$185

$110

Task 1.1 Data Collection and Review

2.0

1.0

6.0

8.0

17.0

Task 1.2 Kickoff Meeting and Planning Discussion

2.0

-

2.0

1.0

5.0

980

Task 2.1 Revenue Requirements and Rate Determinants

6.0

2.0

24.0

44.0

76.0

11,260

Task 2.2 Cost of Service Allocations

3.0

2.0

6.0

10.0

21.0

3,440

Task 2.3 Capital Program Analysis

2.0

1.0

4.0

8.0

15.0

2,360

Task 2.4 Rate Analysis and Design

2.0

1.0

12.0

8.0

23.0

3,840

Task 2.5 Reports and Deliverables

4.0

2.0

12.0

32.0

50.0

7,220

Task 2.6 Proposition 218 Notice Preparation and Mailing

4.0

-

1.0

2.0

7.0

1,405

Task 2.7 Meetings and Presentations

12.0

-

12.0

4.0

28.0

5,660

Total Cost Proposal

37.0

9.0

79.0

117.0

242.0

Scope of Work
Project Initiation
$

2,730

Water and Sewer Rate Study

$

38,895

Proposition 218 Fees
The fixed fee does not include direct costs associated with the printing, processing and mailing of Proposition 218
notices. We will bill the City for these at our cost plus 10 percent, based on actual quotes provided by our mailing
house. These costs are estimated at $.75 per mailed piece.

Notes
▪

The City will be invoiced on a monthly percentage-completion basis.

▪

Invoices will include a description of services, as well as a summary of costs to date by task.

▪

We will perform additional tasks, outside our scope of services, as requested and authorized by the City for an
additional fee.

▪

Willdan will rely on the validity and accuracy of the City’s data and documentation to complete our analysis. Willdan
will rely on the data as being accurate without performing an independent verification of accuracy, and that we will
not be responsible for any errors that result from inaccurate data provided by the client or a third party.

▪

The City shall reimburse Willdan for any costs Willdan incurs, including without limitation, copying costs, digitizing
costs, travel expenses, employee time and attorneys' fees, to respond to the legal process of any governmental
agency relating to the City or relating to this project. Reimbursement shall be at Willdan's rates in effect at the time
of such response.
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Hourly Rates
Additional services may be authorized by the City and will be billed at our then-current hourly rates. Our current
hourly rates are listed below.

Willdan Hourly Rate Schedule
Position
Vice President - Director
Managing Principal

Team Member
Chris Fisher

$250

Jeff McGarvey

$240

Principal Consultant
Senior Project Manager

Hourly Rate

$210
Kevin Burnett

$185

Project Manager

$165

Senior Project Analyst

$135

Senior Analyst

$125

Analyst II

$110

Analyst I

Michael Cronan

$100

City Contract
Willdan’s Counsel has reviewed the City’s sample agreement, and requests no changes to the agreement.
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