0nonot | | 150

COMMITTEE ACTION SHEET 11/10
COUNCIL DOCKET OF Ugum— o’ 10} 200 _
{1 Supplemental j@ Adoption  [] Consent [] Unanimous Consent Rules Committee Consultant Review
R -
O -

Financial Consultant Services Related to Development of Rate Structuring Models

X Reviewed [] Initiated By NR&C - On 9/10/08 Item No. 1a

RECOMMENDATION TO:
Forward to the full City Council without a recommendation.

VOTED YEA: Frye, Faulconer, Peters
VOTED NAY:

NOT PRESENT: Atkins

CITY CLERK: Piease reference the following reports on the City Council Docket:
REPORT TO THE CITY COUNCIL NO.

INDEPENDENT BUDGET ANALYS'I; NO.

COUNCIL COMMITTEE CONSULTANT ANALYSIS NO.

OTHER:

Water Department’s and Metropolitan Wastewater Department’'s August 28, 2008, Executive Summary Sheet

COUNCIL COMMITTEE CONSULTANT m\/)@\ :

I‘I ~
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EXECUTIVE SUMMARY SHEET

CITY OF SAN DIEGO
DATE ISSUED: August 28, 2008 '
ATTENTION: Natural Resources and Culture Committee

' Agenda of September 10, 2008
ORIGINATING DEPT.: Water Department and Metropolitan Wastewater Departments

SUBIJECT: Financial Consultant Services Related to Development of Rate
Structuring Models -

COUNCIL DISTRICTS: Al

STAFF CONTACT: Rod Greek (619) 533-5407

Darlene Morrow-Truver (858) 292-6384

REQUESTED ACTION:

Authorize the Mayor, or his designee, to approve the selection of Raftelis Financial Consultant
Inc. (RFC) for financial consultant services as related to the development of water and _
wastewater rate structuring models (hereinafter called the “Project”) and authorize the award of
a contract for an amount not to exceed $500,000 to RFC for such professional services and
related expenditures. '

STAFF RECOMMENDATION:

Approve the selection of RFC for financial consultant services as related to the Project and
authorize the award of a contract for an amount not to exceed $500,000 to RFC for such
professional services and related expenditures.

EXECUTIVE SUMMARY:.

The Water Department provides retail water service to approximately 1.3 million customers
within the City and wholesale water service to several customers such as the Cal American
Water Company. The Wastewater Department provides wastewater service to approximately 2.3
- million customers within the City and 15 other cities and districts. Currently each department is
identified as a separate entity and each department has a separate, complex rate model in place.
However, the City is exploring whether combining common services through re-organization
would create opportunities for savings and enhance the services to both external and internal
customers. Despite the possible re-organization of these departments, the inputs for calculating
equitable rates vary too greatly to develop one model to determine rates for both Water and
Wastewater customers.

The development of new rate structuring models would allow for similar system configurations
to be established for both models building consistency between the departments and enhance the
internal ability of each department to analyze adjustments to critical assumptions such as
changes in projected revenue or expenditures, correlating litigation decisions, or anticipated
supply shortages in providing pértinent information for guiding fiscal and budgetary decisions.
The information provided from these newly developed models will assist in developing a series
of proactive actions and potentially minimize the impacts of negative issues such as reduced
water supplies while ensuring an equitable allocation of supplies and costs. The models will be

- sophisticated enough to perform the required complex calculations and still allow for future
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updates by City staff without the need for extensive training. RFC is currently contracted with
the City to review and update the Recycled Water rate model.

It is proposed that RFC, an independent financial consultant, be selected to provide these
services. In conjunction with the Purchasing and Contracting Department, it was decided to
provide a sole source contract with RCF due to the high priority of developing these types of
adjustable models in order to address unfolding environmental and legal issues, and the
potential for a significant reduction in the amount of time and cost in order to complete these
models. In October 2006 RFC was commissioned by both the Water and Wastewater
Departments to conduct a comprehensive cost of service and rate design studies. These studies
included the review and interpretation of each Departments’ separate rate models, review of
each system’s revenue requirements, customer classifications, then current cost aliocation
methods, projected capital improvement programs and their funding sources, and each system’s
operation and maintenance costs. During the process of completing these studies, RFC gained
understanding of the City’s current information and billing systems, City policies and
procedures, and unique challenges facing each department.

FISCAL CONSIDERATIONS:

The total cost of the contract with RFC will be for an arnount not to exceed $500,000; an
amount of not to exceed $370,000 for professional services related to the identified scope of
work and an amount of $130,000 for additional services including related out-of-pocket
expenses (i.e. travel, printing, conference calls, etc.).

PREVIOUS COUNCIL COMMITTEE ACTION:
There have been no previous actions regarding this project.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:
There has been no community participation or public outreach regarding this project.

KEY STAKEHOLDERS & PROJECTED IMPACTS (if applicable):
The key stakeholders are the City of San Diego, Water Department customers, and Wastewater

DWM%W | M@ﬁ@ g(— %/Z.ﬁ/:"‘

Robert F Alex R
Assistant Dlrector Ass1stant Dlrector
Metropolitan Wastewater Department __Water Department

Dlre tar of Public Ut1ht1es

Attachment: Sole Source approval memorandum, dated April 21, 2008
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CITY OF SAN DIEGO
MEMORANDUM

DATE: April 21, 2008

"TO: Jim Barrett, Director

FROM: Tammy Rimes, Purchasing Agent

SUBIECT: Séle Source Request for Sole Source Contract - Rafielis Financial

Consultants, Inc.

Your Sole Source chu:st for the above subject with Rafelis Financial Consultants, Ine. (RFC)
‘was approved and is valid through 12/31/2010. In order for a Purchase Order to be issued, vour
department has to submit a purchase requisition. In the internal header notes of the requisition,

please refersnce Sole Source Case Number 1839. For questions, please contact Pam Glover at
x63554.

7 I ] . '
Tammy Rimes
Purchasing Agent

TR/mw

ce: Ray Palmucci, Deputy City Attorney
Tom Zeleny, Deputy City Attormey
Rod Greek, Deputy Director
Darlene Morrow-Truver, Deputy Director
- Sam Gray, Program Manager
Jennie Cole, Supervising Management Analyst.
Chris Ojeda, Sueprvising Economist
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CITY QF SAN DIEGO ' N ng
MEMORANDUM \
DATE: | anenoos
TO: . Karan Wolff \175
FROM: _ Pam Glover ’
SUBJECT: Sole Source Request — Raftelis Financial Consultants, Inc. (RFC) for

Sole Source Contract - Raftelis Financial Consultants, Inc.

Negotiated Total:  $500,000.00

Dept. Bst. Total:  $500,000.00 -

Vendor: Raftelis Financial Consultants, Inc. (RFC)
Expiration Date:  12/31/2010 |

Recornmcndation: Approved

The Water and Wastewater Departments request approval for sole source contract with Rafielis
Financial Consultants, Inc. (RFC) to.develop a user friendly rate and connection fee model, for
each respective department. These rate models will enhance the internal ability of each
department to analyze adjustmenits to critical mode! assumptions such as changes in projected
revenue or expenditures, correlating litigation decisions, or anticipated supply shortages. Any
pricing structure adjustments that may be suggested through usage of these developed rate
models would be required to be presented to and approved by City Council. The development
of rate structuring models may be completed by several firms, however, a sole source is justified
for RFC for several reasons:

(1) RFC has extensive knowledge of the current water and wastewater rate structures and
businesses as RFC developed the most recent Cost of Service Study for each department;

" (2) the desire to establish similar rate siructuring methodologies for the Water and Wastewater
departments, noting that the Water Department is already using a rate mode! designed by RFC
for reclaimed water; (3) knowledge of the capabilities of the Water and Wastewater departmerts
current information systems (i.e. billing systems); (4) the need is now due to the high priority of
developing these types of adjustable models in order to address unfolding environmental and
legal issues; and (5) the potential for a significant reduction in the amount of time and cost in
order to complete these models. :

The primary purpose for the development of an adjustable rate model is to provide the user the
capacity to routinely monitor projections and develop multiple scenarios to address newly
arising concerns which will provide pertinent information for guiding fiscal and budgetary
decisions. The information provided from these models will assist in developing a series of
potential actions and minimize the impact of negative issues such as reduced water supplies and
ensure an equitable allocation of supplies and costs. The models need to be sophisticated

Case i\lnmber 1839
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CITY OF SAN DIEGO
MEMORANDUM

enough to perform the complex calculations and yet still be simple enough to allow for future
updates by City staff without the need for extensive training.

In October 2006 RFC was commissioned by both the Water and Wastewater Departments to
conduct a comprehensive cost of service and rate design studies, These studies included the
review and interpretation of each Department's separate rate models, review of each system's
revenue requirements, customer classifications, then current cost allocation methods, projected
capital improvement programs and their funding sources, and each system's operating and
maintenance costs. During the process of completing these studies, RFC pained understanding
of the City's current information and billing systems, City policies and procedures, unique
challenges facing each department, and understanding of each department's organization and
staff. Upon completion of these studies and-based on methodologies approved by the American
Water Works Association, a national recognized industry group, RFC presented rates adapted to
meet each system's specific characteristics and provided a system of charges that would enhance
the proportionate recovery of costs from the various customer classes. RFC is currently
contracted to perform a similar task for the Recycled Water Program.

Recent developments also add o the jusiification for soie sourcing RFC. Within the City,
recent events point to a potential melding of the Water and Wastewater Departments.
Compilation of information into rate modetls based on a similar methodology would build

consistency between the Water and Wastewater Departments. Understandabty, each model will . -

have unique calculations and oufputs, but a firm with an understanding of the integration of the
two systems would be extremely efficient and cost beneficial. Additional events such as the
Shames lawsuit and current California environmental issues that could potentially lead to
reduced water suppilies should be known by the consultant and RFC has already addressed or
considered these issues in their recently completed cost of service studies.

RFC, established in 1993, has extensive experience in proviciing utility rate modeling and risk
management, financial planning and pricing, strategic planning, economic analysis, and

~ resource conservation services to public and private sector clients. The principals working for

RFC have provided services to over 400 water and wastewater utilities, As RFC has provided
this type of service to many utilities and has completed extensive reviews of San Diego's water
and wastewater systems, it is anticipated that these factors will significantly reduce the cost and
reduce the time to complete this project. :

RFC is available to start immediately, with the estimated project duration not to exceed 24
months. Services to be provided by RFC include, but are not limited to, review of Water and
Wastewater Department objectives, analysis of current models, development of adjustable rate
models, and training to City staff regarding the newly developed models. The approximate fee
for these services is $500,000, of which $300,000 is to be funded from the Water Department
and 3200 000 to be funded from the Wastewater Depariment.

. Case Numbher 1839
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CITY OF SAN DIEGO
MEMORANDUM

Recommendation: ] recommend approval of this request as Raftelis Financial Consultants
(RFC) has gained valuable understanding of the City's current information and billing systems, .
City policies and procedures, the unique challengese facing the Water and Wastewater '
Departments, and RFC has already reviewed and considered the issue of the Shames lawsuit

and current State environmental issues in preparing the completed cost of service audits.

The unigue nature of the work and the vast information RFC obtained in preparing the
completed cost of service audits will reduce the cost and fime anticipated to complete this scope
of work and RFC is available {o start work immediately makes the selection of RFC benefical to
the City. : ‘

Case Number 1839
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DOCKET SUPPORTING INFORMATION DATE: .
CITY OF SAN DIEGO

EQUAL OPPORTUNITY CONTRACTING PROGRAM EVALUATION September 4, 2008

SUBJECT: Financial Consuliant Services Related to Development of Rate Structuring Models

GENERAL CONTRACT INFORMATION

Recommended Consultant:  Raftelis Financial Con_sultant,' Inc.

Amount of This Action: $ 500,000
Funding Source: City
Goal: 15% Voluntary

SUBCONTRACTOR PARTICIPATION

There is no subcontractor participation associated with this action.

EQUAL EMPLOYMENT OPPORTUNITY COMPLIANCE -

Equal Opportunity: Required

Rafielis Financial consultant, Inc. submitted a Workforce Report for their San Diego County office dated
September 3, 2008. The workforce consists of less than 15 employees and therefore, is exempt from employment
category goals.

ADDITIONAL COMMENTS
The Work Force Analysis 1s attached. %
Beryl Rayford

EOQC Program Manager by: AMJ




File: Admin WOFOQ 2000

Date WOFO Submitted:
Input by:

L. TOTAL WORK FORCE:

Mgmt & Financial
Professional

ABE, Science, Computer
Technical

Sales

Administrative Support
Services

Crafts

Operative Workers
Transportation
Laborers

TOTAL

City of San Diego/Equal Opportunity Contracfing

HOW TO READ TOTAL WORK FORCE SECTION:

The information blocks in Section 1 {Tatal Work Force)
identify the absolute number of the firm's employees.
Each emplayee is fisled in their respective ethnicigender
and employment category. The percentages listed under
the heading of "CLFA Goals" are the County Labor Force
Awvailability goals for each employment and ethnic/gender

category.

Il EMPLOYMENT ANALYSIS

Version 03/28/2005

(om 4
o
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112% 0 0 51.1% 0 0 4.7% [ 0.4% 0 4.7% 0 0 o 0 o [
L 7.4% 0. .0, 60.8% . 0 0 . 4.4% L0 ' 0.9% P 4.4% 0 0 0 0 4 0
s 1 o 1] IR Y I N o [ o ] 2 T o] T &1 (N
TOTAL EMPLOYEES Female
ALL ] F Goals
* Mgmt & Financial 3 2 1 47% HOW TO READ EMPLOYMENT ANALYS!IS SECTION:
Professional 0 0 0 53.9%
A&E, Science, Computer S0 0 -0 223%
Technical ] 0 ¢ 48.9% The percentages listed in the goals column are calculated
Sales 0. 0 (3 47 5% by multiplying the CLFA goals by the number of
Administrative Support 0 ¢} ¢} B9.6% employaes in that Job calegory. The number in that
Services ¢ o oo " 60.8%" column represents the percentage of each protected
Crafts 0 Q 0 92% group that should be employed by the firm to meet the
Operative Workers 13 0 . o 7.7%. - CLFA goal. A negative number will be shown in the
Transportation ¥ 0 0 16.0% discrepancy column for each undemepresenied goai of at
Laborers .0 0 0 C118% 4, least 1.00 position.
TOTAL 3 2 1]

This firm has fewer than 15 employees and is, therefore, exempt from the employment category goals.

CLFA 2000
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) N H L 1. CERTIFICATE NUMBER 11/10

3 REQUEST FOR COUNCIL ACTION (FOR AUDITOR' USE .
00001 . CITY OF SAN DIEGO
TO: 2. FROM (ORIGINATING DEPARTMENT): 3. DATE:
CITY ATTORNEY WATER / WASTEWATER DEPARTMENTS 8/25/2008
4. SUBJECT:

FINANCIAL CONSULTANT SERVICES RELATED TO DEVELOPMENT OF RATE STRUCTURING MODELS

5. PRIMARY CONTACT (NAME, FHONE, & MAIL STA. & SECONDARY CONTACT (NAME, PHONE, & MAIL 7. CHECK BOX IF REPGRT TO COUNCIL IS ATFTACHED
STA)
Rod Greek, 619-333-5407, MS 904-A

Crlone M T 0582076384 Mg og) | S2M Oray, 619-533-4157, MS 910 Il
ariene MOITOW= Tuver, 626-272-6284, M> Jeanne Cole, 858-292-6313, MS 901

8.COMPLETE FOR ACCOUNTING PURPOSES

FUND 41 500 41 509 9. ADDITIONAL INFORMATION / ESTIMATED COST:
DEPT. 760 777 Professional services b
{ ORGANIZATION 140 ) 495 500,000.00
OBJECT ACCOUNT 4151 4151
JOB ORDER 030700 s 005024
C.L.P. NUMBER CN/A N/A .
2
AVOUNT 5300000 N | 5200000 N,
‘ B ’ 10. ROUTING AND APPROVALS
ROUTE APPROVING DATE ROUTE|  APFROVING J ' DATE
{#) . AUTHORITY APPROVAL SIGNATURE SIGNED (#) AUTHORITY : APPROVAL SIGNATURE SIGNED
4 F st ‘% T
S = /e Y/ T RN =T e N
2 EAS. {/ m‘zﬁ? /fm//f{ - 9 3, JF s oo . ar> /d/,{;-/ ¢

y Jeour (oA B R T 105 | o Erosmomer 7 ),Q”L/z A/ ,4,//;9
4 DOCKET LIAIBON ' U Qg‘ u/ ?/%/05’/ I |ORIG. DEPT !

i i P L : . ‘
s leromm V/Zﬁ //://%Z% QH(@/CS/ DOCKET COORD: COUNCIL LIAISON

L. ./
[ CF.OJ‘AUDF'IQ‘\ Y gw W / COUNCIL 3 srom [0 consent E ADOPTION

_ PRESIDENT
: b Y . COUNGIL .
, ~3 [ rerer TO: ———— paTE: U!"; of B3
T [
11. PREPARATION OF: ‘ [X] RESOLUTIONS [J ORDINANCE(S) B] AGREEMENT(S) ] DEED{S)

1. AUTHORIZE THE MAYOR OR HIS DESIGNEE TO EXECUTE AN AGREEMENT NOT TQ EXCEED $500,000 WITH
RAFTELIS FINANCIAL CONSULTANT, INC. (RFC) FOR FINANCIAL CONSULTANT SERVICES RELATED TO
DEVELOPMENT OF WATER AND WASTEWATER RATE STRUCTURING MODELS; AND

2. AUTHORIZE THE EXPENDITURE OF $300,000 FROM WATER FUND 41500 AND $200,000 FROM SEWER FUND,

41509 FOR PUPOSES OF THIS AGREEMENT. ra 2

5 b

11A. STAFF RECOMMENDATIONS: o
Adopt the Resolutions ‘ LA

12. SPECIAL. CONDITIONS (REFER TO A.R. 3.20 FOR INFORMATION ON COMPLETING THIS SECTION.) ) -
COUNCIL DISTRICT(S): Al e
COMMUNITY AREA(S): Al : =
: -~ g

ENVIRONMENTAL IMPACT: This activity is not a “project” and is therefore not subject to CEQA per CEQA Gu:@mes “Section
15060(c)(2).

ATTACHMENTS: Professional Consultant Services contract with Raftelis Financial Consultant, Inc.
Sole Source approval memorandum.

CITY CLERK INSTRUCTIONS:  Please return one copy of the executed Council Action and a copy of the resolutions to Chris Ojeda,
619) 533-4215, MS910

, | PLEASE EXPEDITE
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EXECUTIVE SUMMARY SHEET
CITY OF SAN DIEGO

DATE ISSUED: August 25, 2008
ATTENTION: . Council President and City Council
' Docket of
ORIGINATING DEPT.: Water Department and Metropolitan Wastewater Departments
SUBJECT: Financial Consultant Services Related to Development of Rate
Structuring Models
COUNCIL DISTRICTS:  All
STAFF CONTACT: Rod Greek (619) 533-5407

Darlene Morrow-Truver (858) 292-6384

REQUESTED ACTION:

Authorize the Mayor, or his designee, to approve the selection of Raftelis Financial Consultant
Inc. (RFC) for financial consultant services as related to the development of water and
wastewater rate structuring models (hereinafter called the “Project”) and authorize the award of
a contract for an amount not to exceed $500,000 to RFC for such professional services and
related expenditures.

STAFF RECOMMENDATION:

Approve the selection of RFC for financial consultant services as related to the Project and
authorize the award of a contract for an amount not to exceed $500,000 to RFC for such
professional services and related expenditures.

EXECUTIVE SUMMARY:

The Water Department provides retail water service to approximately 1.3 million customers
within the City and wholesale water service to several customers such as the Cal American
Water Company. The Wastewater Department provides wastewater service to approximately 2.3
million customers within the City and 15 other cities and districts. Currently each department is
identified as a separate entity and each department has a separate, complex rate model in place.
However, the City is exploring whether combining common services through re-organization
would create opportunities for savings and enhance the services to both external and internal
customers. Despite the possible re-organization of these departments, the inputs for calculating
equitable rates vary too greatly to develop one model to determine rates for both Water and
Wastewater customers.

The development of new rate structuring models would allow for similar system configurations
to be established for both models building consistency between the departments and enhance the
internal ability of each department to analyze adjustments to critical assumptions such as
changes in projected revenue or expenditures, correlating litigation decisions, or anticipated
supply shortages in providing pertinent information for guiding fiscal and budgetary decisions.
The information provided from these newly developed models will assist in developing a series
of proactive actions and potentially minimize the impacts of negative issues such as reduced
water supplies while ensuring an equitable allocation of supplies and costs. The models will be
sophisticated enough to perform the required complex calculations and still aliow for future
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updates by City staff without the need for extensive training. RFC is currently contracted with
the City to review and update the Recycled Water rate model.

It is proposed that RFC, an independent financial consultant, be selected to provide these
services. In conjunction with the Purchasing and Contracting Department, it was decided to
provide a sole source contract with RCF due to the high priority of developing these types of
adjustable models in order to address unfolding environmental and legal issues, and the
potential for a significant reduction in the amount of time and cost in order to complete these
models. In October 2006 RFC was commissioned by both the Water and Wastewater
Departments to conduct a comprehensive cost of service and rate design studies. These studies
included the review and interpretation of each Departments’ separate rate models, review of
each system’s revenue requirements, customer classifications, then current cost allocation
methods, projected capital improvement programs and their funding sources, and each system’s
operation and maintenance costs. During the process of completing these studies, RFC gained
understanding of the City’s current information and billing systems, City policies and
procedures, and unique challenges facing each department.

FISCAL CONSIDERATIONS:

The total cost of the contract with RFC will be for an amount not to exceed $500,000; an
amount of not to exceed $370,000 for professional services related to the identified scope of
work and an amount of $130,000 for additional services including related out-of-pocket
expenses (i.e. travel, printing, conference calls, etc.).

PREVIOUS COUNCIL. COMMITTEE ACTION:

The subject item was presented to the Natural Resource and Culture Committee on
September 10, 2008. The Natural Resource and Culture Committee adopted a motion to forward
to the full City Council without a recommendation.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:
There has been no community participation or public outreach regarding this project.

KEY STAKEHOLDERS & PROJECTED IMPACTS (if applicable):
The key stakeholders are the City of San Diego, Water Department customers, and Wastewater

Departmer:{lt ustomers.
] T
ﬁ:' @ﬂ/ : QAA&,@D Q/ Yrifes

Robert Repfler Alex R@ 0
Assistant Director Assistant Director

Metropolitan Wastewater Department Water Department

()

Attachment: Sole Source approval memorandum, dated April 21, 2008
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The City of San Diego
CERTIFICATE OF CIiTY AUDITOR AND COMPTRCLLER

AC 2900281

DEPT,

CERTIFICATE OF UNALLOTTED BALANCE

CRIGINATING

| HEREBY CERTIFY that the money required for the allotment of funds for the purpose set forth in the foregomg
resolution is available in the Treasury, or is anticipated to come into the Treasury, and is otherwise unallotted.

Amount: Fund:
Purpose:
Date: By:
’ AUDITOR AND COMPTROLLER'S DEPARTMENT
ACCOUNTING DATA
ACCTG. cY OPERATION
LINE PY FUND DEPT ORG. ACCOUNT JOB ORDER ACCOUNT |BENF/ EQUIP| FACILITY AMOUNT
TOTAL AMOUNT

FUND OVERRIDE |:|
CERTIFICATION OF UNENCUMBERED BALANCE

| HEREBY CERTIFY that the indebtedness and obligation to be incurred by the contract or agreement authorized by
the hereto attached resolution, can be incurred without the violation of any of the provisions of the Charter of the City of
San Diego; and | do hereby further certify, in conformity with the requirements of the Charter of the City of San Diego, that
sufficient moneys have been appropriated for the purpose of said contract, that sufficient moneys to meet the obligations
of said contract are actually in the Treasury, or are anticipated to come into the Treasury, to the credit of the appropriation
from which the same are to be drawn, and that the said money now actually in the Treasury, together with the moneys
anticipated to come into the Treasury, to the credit of said appropriation, are otherwise unencumbered.

Not to Exceed: $500,000.00

Vendor: Raftelis Financial Consultant, Inc.
Purpose: Authorizing the Mayor or his designee o execute an agreement not to exceed $500,000 with Raftelis Financial Consultant,
Inc. for financial consultant services related to development of Water and Wastewater rate structuring models.
A /
Date: September 30, 2008 By: Norman Reyes "é W
AUDITOR AND COMPTROLLER'S DEPARTMENT
ACCQUNTING DATA
ACCTG. | CY CPERATION
LINE PY FUND DEPT ORG. ACCOUNT JOB ORDER | ACCOUNT [BENF/ EQUIP{ FACIUTY AMOUNT
001 0| 41500 760 140 4151 30700 '300,000.00
002 0| 41509 777 495 4151 5024 200,000.00
TOTAL AMOUNT " $500,000.00

AC-361 (REV 2-92)

AC

FUND OVERRIDE  []
2900261
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RESOLUTION NUMBER R-

DATE OF FINAL PASSAGE

A RESOLUTION AUTHORIZING ENGINEERING
CONSULTANT AGREEMENT AWARD AND EXECUTION;
EXPENDITURE OF FUNDS FOR CONTRACT PURPOSES;
AND TAKING RELATED ACTIONS.

WHEREAS, the City of San Diego [City] selected Raftelis Finanoia;l Consuitants,‘lnc.,

[Consultant] through sole source procurement to enter into an Agreement for Consulting
.Services [Agreement], wherein Consultant agreed to provide financial consultant services related
to the development of water and wastewater rate structuring models to the City; NOW,
THEREFORE:

BE IT RESOLVED, by the Council of the City of San Diego, as follows:

1. That the Mayor or his designee is hereby authorized and empowered to execute,
for and on behalf of the City, an Agreement with Consultant not to exceed $500,000, which is on
file in the office of the City Clerk as Document No. RR for the purpose of securing
financial consultant ser;zices related to the development of water and wastewater rate structuring
modelsé and

2. That the expenditure of an amount not to exceed $500,000, consisting of an
amount not to exceed $300,000 from Water Fund 41500, Organization 140 and an amount not to
exceed $200,000 from Sewer Fund 41509, Organization 495, is hereby authorized, solely and
exclusively for the purpose of providing funds for the abovementioned Agreement, iis
Amendments and related costs, provided that the City Auditor and Comptroller first furnishes

one or more certificates certifying that the funds are, or will be, on deposit with the City

Treasurer; and

-PAGE I OF 2-
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3. That the City Auditor and Comptroller is authorized, upon advice from the

administering department, to transfer excess budgeted funds, if any, to the appropriate reserves; and

!

4. That this activity is not a project and 1s therefore not subject to the California

Environmental Quality Act [CEQA] pursuant to State CEQA Guidelines Section 15060(c)}(2).

APPROVED; ELJ. A IRRE, City Attorney

(el

Ra'ymond C. Palmucci
Deputy City Attorney

RCP:js

10/09/2008

Or. Dept: Water/Wastewater
R-2009-448

I hereby certify that the foregmng Resolution was passed by the Council of the City of San
Diego, at this meeting of .

ELIZABETH S. MALAND

+ City Clerk
By
Deputy City Clerk
Approved:
(date) } JERRY SANDERS, Mayor
Vetoed:
(date) JERRY SANDERS, Mayor

-PAGE 2 OF 2-
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AGREEMENT FOR CONSULTING SERVICES
| BETWEEN
THE CITY OF SAN DIEGO
| AND
RAFTELIS FINANCIAL CONSULTANT, INC.
FOR |
'WATER/WASTEWATER RATE MODELS
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AGREEMENT BETWEEN
THE CITY OF SAN DIEGO
AND RAFTELIS FINANCIAL CONSULTANT, INC
FOR CONSULTANT SERVICES

THIS Agreement is made and entered into between the City of San Diego, a
municipal corporation [City], and Rafielis Financial Consultant, Inc. [Consultant] for the '
Consultant to provide Services o the C1ty for Water/Wastewater Rate Models,

. RECITALS

The City wants to retain the services of a financial consultant that specializes in
utility billing and rate analysis to develop a user friendly rate and connection fee model
-for the City of San Diego Water and Wastewater Departments [the Services].

The Consultant has the expertise, experience and personnel necessary to provide
the Services. The City and the Consultant [Parties] want to enter into an Agreement
whereby the City will retain the Consultant to provide, and the Consultant shall provide,
the Services.

In consideration of the above recitals and the mutual covenants and conditions set
forth, herein, and for good and valuable consideration, the receipt and sufficiency of
N which are hereby acknowledged, the Parties hereby set forth their mutual covenants and
undnrstandmgs as follows:

ARTICLET -
C.ONSULTANT SERVICES

The above-listed recitals are trne and correct and are hereby mcorporated by
reference.

- L1 Scope of Services. The Consultant shall perform the Services as set forth
in the written Scope of Services [Exhibit A] at the direction of the City.

12, Contract Administrator. The Water/Wastewater Department is the
contract administrator for this Agreement. The Consultant shall provide the Services
under the direction of a designated representative of the Waterfw astewater Department,
who can be contacted at:

Sam Gray
-600 B Street, 7% Floor, MS 910
San Diego, CA 92101 ‘
Ph: (619) 533-4157
Email: SGrav(@sandiego.gov
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The City's designated representative will communicate with the Consultant on all
mafters related to the administration of this Agreement and the Consultant's performance
of the Services rendered hereunder. When this Agreement refers to communications 16 or
with the City, those communications will be with the designated representative, unless
the designated representative or the Agreement specifies otherwise. However, when this
Agreement refers to an act or approval to be performed by City, that act or approval shall
be performed by the Mayor or his designee, unless the Agreement specifies otherwise.

13  City Modification of Scope of Services. The City may, without
invalidating this Agreement, order changes in the Scope of Services by altering, adding to
or deducting from the Professional Services to be performed. All such changes shall be in
writing and shall be performed in accordance with the provisions of this Agreement. If
any such changes cause an increase or decreese in the Consultant's cost of, or the time
required for, the performance of any of the Professional Services, the Consultant shall
immediately notify the City. If the City dsems it appropriate, an equitable adjustment to
the Consultant's compensation or time for pcrfon'nance may be made, provided that any
adjustment must be approved by both Parties in wmmg in accordance with Section 9.1 of
this Agreement.

1.4  Written -Authorization. Prior to performing any Services, the Consultant

i et s ..
shalt Gb‘ﬁl‘& fom the Cuy a writico suthorization © P GCCCd. Furiher, uuuu&.uuu:. the jerm

of this Agreement, the Consultant shall immediately advise the City in writing of any
anticipated change in the Scope of Services (Exhibit A), Compensation and Fee Schedule
[Exhibit B}, or Time Schedule {Exhibit C], and shall obtain the City's writter. consent to
the change prior to making any changes. In no event shall ‘the City's consent be construed
to relieve the Consultant from its duty to render all Services in accordance with
applicable laws and accepted industry standards.

1.5  Confidentiality of Services. All Services performed by the Consultant,
including but not limited to all drafts, data, correspondence, proposals, reports, and
estimates compiled or composed by the Consultant, pursuant to this Agreement, are for
the sole use of the City, its agents and employees. Neither the documents nor their
contents shall be released to any third party without the prior written consent of the City.
This provision does not apply to information that () was publicly known, or otherwise
known to the Consultant, at the time that it was disclosed 10 the Consultant by the Ciry,
(b) subsequently becomes publicly known through no act or omission of the Consultant,
or (c) otherwise becomes known to the Consultant other than through disclosure by the
City. Except for Subconiractors covered by Section 4.4, neither the documents nor their
contents shall be released to any third party without the prior written consent of the City.

ARTICLE I
DURATION OF AGREEMENT

2.1 Term of Agreement. This Agreement shall be effective on the date it 1s
executed by the last Party to sign the Agreement, and approved by the City Attorney in
accordance with San Diego Charter Section 40. Unless otherwise terminated, it shall be
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effective until completion of the Scope of Serﬁces or June 30, 2010; whichever is the
~ earliest but not to exceed five years unless approved by City ordinance.

2.2 Time of Essence. Time is of the essence for each provisioh of this
Agreement, unless otherwise specified in this Agreement. The time for performance of
the Scope of Services (Exhibit A) is set forth in the Time Schedule (Exhibit C).

2.3  Notification of Delay. The Consultant shall immediately notify the City in
.writing if the Consultant experiences or anticipates experiencing a delay in performing
the Services within the time frames set forth in the Time Schedule (Exhibit C). The
written notice shall include an explanation of the cause for, and a reasonable estimate of _
. the length of the delay. If in the opinion of the City, the delay affects a material part of
the City’s requirements for the Services, the City may exercise its nghts under .
Sections 2.5-2.7 of this Agreement.

2 4 Delay. If delays in the performeance of the Services are caused by

- unforeseen events beyond the control of the Parties, such delay may entitle the Consultant
1o a reasonable extension of time, but such delay shall not entitle the Consunltant 1o
damages or additional compensation. Any such extension of time must be approved in
writing by the City. The following conditions may constitute such a delay: war; changes
in law or government regulation; Iahar disputes; strikes; fires, floods, adverse weather or
other similar condition of the elements necessitating cessation of the Consultant's work;
inability fo obtain materials, equipment, or labor; required additional Services; or other

. specific reasons agreed to between the City and the Consultant; provided, however, that:
(a) this provision shall not apply to, and the Consultant shall not be entitled to an
extension of time for, a delay caused by the acts or omissions of the Consultant; and (b) a
delay caused by the inability {0 obtain materials, equiptment, or labor shall not entitle the
Consultant 1o an extension of time unless the Consultant furnishes the City, in a timely
manner, documentary proof satisfactory to City of the Consultant's mabﬂny to obtain
matenals equipment, or labor.

“2.5  City's Right to Suspend for Convemence The Clty may, at its sole
option and for its convenience, suspend all or any portion of the Consultant's
performance of the Services, for a reasonable period of time not to exceed six months. In
accordance with the provisions of this Agreement, the City will give written notice to the
Consultant of such suspension. In the event of such a suspension, in accordance with the
provisions of Article III of this Agreement, the City shall pay to the Consultant & sum
equivalent to the reasonable value of the Services the Consultant has satisfactorily
performed up to the date of suspension. Thereafier, the City may rescind such suspension
by giving written notice of rescission to the Consultant. The City may then require the
Consultant to resume performance of the Services in compliance with the terms and
conditions of this Agreement; provided, however, that the Consultant shall be entitled to
an extension of time equal to the length of the suspenston, unless otherw1sc agreed to in
writing by the Parties.

2.6  City's R:ght to Terminate for-Convenience. The City may, at its sole
optlon and for its convenience, terminate all or any portion of the Services agreed to
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pursuant to this Agreement by giving written notice of such termination to the Consultant. Such
notice shall be delivered by certified mail with return recéipt for delivery to the City. The
termination of the Services shall be effective upon receipt of the notice by the Consultant. After
termination of this Agreement, the Consultant shall complete any and all additional work
necessary for the orderly filing of documents and closing of the Consultant's Services under this
Agreement. For services satisfactorily rendered in completing the work, the Consultant shall be
entitled to fair and reasonable compensation for the Services performed by the Consultant before
the effective date of termination. After filing of documents and completion of performance, the
Consultant shall deliver to the City all documents or records related to the Consultant's Services.
By accepting payment for completion, filing and delivering documents as called for in this
paragraph, the Consultant discharges the City of all of the City's payment obligations and
liabilities under this Agreement:

2.7  City's Right to Terminate for Default. If the Consultant fails to satisfactorily
perform any obligation required by this Agreement, the Consultant's failure constitutes a Default.
A Default includes the Consultant's failure to adhere to the Time Schedule. If the Consuitant fails
to satisfactorily cure a Default within ten calendar days of receiving written notice from the City

. specifying the nature of the Default, the City may immediately cancel and/or terminate this
Agreement, and terminate each and every right of the Consultant, and any person claiming any
rights by or through the Consultant under this Agreement. The rights and remedies of the City

enumerated in thie Section are cumulative and chall not ]n—rnf \lﬂ;ﬂ'\ln or rh:-n}r any o of the f‘ufy o
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rights under any other provision of this Agreement. Nor does this Sectlon otherwise waive or
deny any right or remedy, at law or in equity, existing as of the date of this Agreement or
hereinafter enacted or established, that may be availablie to the City agamst the Consultant

ARTICLE III
COMPENSATION

31 Amount of Compensation. The City shall pay the Consultant for performance of
all Services rendered in accordance with this Agreement, including reasonably related expenses,
in an amount not to exceed $500,000.00 The compensation for the Scope of Services shall not
exceed $370,000.00, and the compensation for Additional Services (described in Section 3.3), if
any, shall not exceed $130,000.00.

32  Additional Services. The City may require that the Consultant perform additional
Services beyond those described in the Scope of Services [Additional Services]. Prior to the
Consultant's performance of Additional Services, the City and the Consultant must agree in
writing upon a fee for the Additional Services, including reasonably related expenses, in
accordance with the Compensation and Fee Schedule (Exhibit B). The City will pay the
Consultant for the performance of Additional Services in accordance with Section 3.3.

33  Manner of Payment. The City shall pay the Consultant in accordance with the
Compensation and Fee Schedule (Exhibit B). For the duration of this
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Agreement, the Consultant shall not be entitled to fees, including fees for expenses, that
exceed the amounts specified in the Compensation and Fee Schedule. The Consultant
shall submit one invoice per calendar month in a form acceptable to City in accordance

.with the Compensation and Fee Schedule. The Consultant shall include with each invoice
a description of completed Services, reasonably related expenses, if any, and all other
information, including but not limited to: the progress percentage of the Scope of
Services and/or deliverables completed prior to the invoice date, as required by the City.
The City will pay undisputed portions of invoices within thirty calendar days of receipt.
Invoice shall be mailed to the following address:

Chris Ojeda .

600 B Street, 7% Floor, MS910
San Diega, CA 92101

Ph: (619) 533-4215

Email; COjeda@sandieso.gov

3.4 . Additional Costs. Additional Costs are those costs that can be reasonably
deiermined to be related to the Consultant's errors or omissions, and may include
Consultant, City, or Subcontractor overhead, construction, matetials, demolition, and
related costs, The Consultant shall not be paid for the Services requhed due to the
Consaltant's ifors of omssivns, and the Consuliant shall be responsible for any -

" Additional Costs associated with such errors or omissions. These Additional Costs may
be deducted from monies due, or that become due, the Consultant. Whether or not there
are any monies due, or becoming due, the Consultant shall reimburse the Clty for

' Additional Costs due to the Consultant's errors or omiissions.

'ARTICLE IV
CONSULTANT'S OBLIGATIONS

4.1 Industry Standards, The Consultant agress ‘that the Services rendered
under this Agreement shall be performed in accordance with the standards customfmly
adhered to by an experienced and competent financial consulting firm using the degree of
care and skill ordinarily exercised by reputable professionals practicing in the same field
of service in the State of California. Where approval by the City, the Mayor or his
designee, or other representatives of the City is required, it is understood to be general
approval only and does not relieve the Consultant of responsibility for complymg with all
applicable laws, codes, and good consulting practices.

4.2 Right to Audit.

4.2.1 Access, The City retains the right to review and audit, and the reasonable
right of access to Consultant's and any Subcontractor's premises to review and audit the
Consultant's or Subcontractor’s compliance with the provisions of this Agreement [City's
Right]. The City's Right includes the right to inspect and photocopy same, and to retain
copies, outside of the Consultant's premises, of any and all records related to the Services
provided hereunder with appropriate safeguards, if such retention is deemed necessary by
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the City in its sole discretion, This mformatlon shall be kcpt by the Clty in the strictest
confidence allowed by law. .

4.2.2  Audit. The City's Right includes the right to examine any and all books,
records, documents and any other evidence of procedures and practices that the City
determines are necessary to discover and verify that the Consultant or Subconiractor is in
compliance with all requirements under this Agreement.

4.2.2.1 Cost Audit. If there is a claim for additional compensation or for
Additional Services, the City's Right includes the right to examine books, records,
documents, and any and all other evidence and accounting procedures and practices that
the City determines are necessary to discover and verify all direct and indirect costs, of
whatever nature, which are claimed to have been incwrred, or anticipated to be incurred.

4.2.2.1.1 Accounting Records. The Consultant and all Subcontractors shall
maintain compleie and accurate records in accordance with generally accepted
accounting practices in the industry. The Consultant and Subcontractors shall make
available to the City for review and audit; all Service reiated accounting records and
documents, and any other financial data. Upon the City'’s request, the Consultant and -
Subcontractors shall submit exact duplicates of originals of all requested records to the
City.

4.2.3 City's Right Binding on Subcontractors. The Consultant shall include
the City's Right as described in Section 4.2, in any and ali of their subcontracts, and shall
-ensure that these.sections are binding upon all Subcontractors.

42.4 Compliance Required before Mediation or Litigation. A condition
precedent to proceeding with mandatory mediation and further litigation provided for in
Article VII is the Consultant's and Subcontractors full compliance with the provisions of
this Section 4.2 within sixty days of the date on which the City mailed a written request
to review and audit compliance.

4.3  Insurance. The Consultant shall not begin the Services under this
Agreement until it has: (a) obtained, and provided to the City, insurance certificates
reflecting evidence of all insurance as set forth in Exhibit D; however, the City reserves
the right to request, and the Consultant shall submit, copies of any pohcy upon reasonable
request by the City; (b) obtained City approval of each company or companies as
described in Exhibit D; and (c) confirmed that ail policies contain the specific provisions
required in Exhibit D. Consultant’s liabilities, including but not limited to Consultant’s
indemnity obligations, under this Agreement, shall not be deemed limited in any way to
the insurance coverage reguired herein. Except as provided for under California law, all
policies of insurance required hereunder must provide that the City is entitled to thirty
(30) days prior written notice (10 days for cancellation due to non-payment of premium)
of cancellation or non-renewal of the policy or policies. Maintenance of specified -
insurance coverage is a material clement of this Agreement and Consultant’s failure to

~ maintain or renew coverage or to provide evidence of renewal during the term of this
Agreement may be treated as a material breach of coniract by the City.
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Furthér, the Consultant shall not modify any policy or endorsement thereto which
increases the City's exposure to loss for the duration of this Agreement.

4.4  Subcontractors. The Consultant's hiring or retaining of any third parties

[Subcontractors] to perform Services [Subcontractor Services] is subject to prior approval

* by the City. The Consultant shall list on the Subcontractor List [Exhibit E] all.
Subcontractors known to the Consultant at the time this Agreement is entersd. If at any
time after this Agreement is entered into the Consultant identifies a need for additional
Subcontractor Services, the Consultant shall give written notice to the City of the need, at

. least forty-five days before entering into a coniract for such Suhcontractor Services. The
Consultant's netice shall include a justification, 2 description of the scope of work, and an
estimate of 1] costs for the Subcontractor Services. The Consultant may request that the
City reduce the forty-five day notice period. The C1ty agrees to consider such requests in
good faith. - i

‘ 4.4.1 Subc_ontractnr Contract. All contracts entered into between the
Consultant and any Subcontractor shall contain the information as described in
Sections 4.6, 4.7, 4.10.2, and 4.18, and shall also provide as follows:

4.4.1.1 Each Subcontractor shall obtain insurance policies which shall be kept in
full force and effect during any and all work on this Agreement. Each Subcontractor shall
obtain, and the Consultant shall require the Subcontractor to obtain, all policies described
in Exhibit D in the amounts required by the City, which shall not be greater than the
amounts required of the Consultant.

4.4.1.2 The Consultant is obhi gatcd to pay the Subcontractor, for Consultant and
City-approved invoice amounts, out of amounts paid by the City te the Consultant, not
later than fourteen working days from the Consultant's receipt of payment from the City.
- Nothing in this paragraph shall be construed to 1mpa1r the right of the Consultant and any
Subcentractor to nego‘mate fair and reasonable pricing and payment provisions among
themselves,

. 4.4.1.3 In the case of a deficiency in the performance of Subcontractor Services,
the Consultant shall notify the City in writing of any withholding of payment to the
Subcontractor, specifying: (a) the amount withheld; (b) the specific cause under the terms
of the subcontract for withholding payment; (c) the.connection between the cause for
withholding payment and the amount withheld; and (d) the remedial action the
Subcontractor must take in order to recejve the amount withheld, Once the Subcontractor
corrects the deficiency, the Consultant shall pay the Subcontractor the amount withheld
within fourteen working days of the Consultant's receipt of the City's next payment.

4.4.1.4 In any dispute between the Consultant and Subcontractor, the City shall
not be made a party to any judicial or administrative proceeding o resolve the dispute.
The Consultant agrees to defend and indemnify the City as described in Article VI of this
Agreement in any dispute between the Consultant and Subcontractor should the City be
made a party to any judicial or administrative proceeding to resolve the dispute in
violation of this position.
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4.4.1.5 The Subcontractor is bound to the City's Equal Opportunity Contracting
Program covenants set forth in Article I'V, Section 4.6 and Exhibit E of this Agreement.

4.4.1.6 The City is an intended beneficiary of any work performed by the
Subcontractor for purposes of establishing a duty of care between the Subcontractor and
the City.

4.5  Contract Activity Report. The Consultant shall submit statistical
information to the City as requested in the City's Contract Activity Report [Exhibit E].
The statistical information shall include the amount of subcontracting provided by firms
during the period covered by the Confract Activity Report. With the Contract Activity
Report, the Consultant shall provide an invoice from each Subcontractor listed in the
report. The Consultant agrees to issue payment to each firm listed in the Report within -
fourteen working days of receiving payment from the City for Subcontractor Services as
described in Section 4.4.1.

4.6  Non-Discrimination Reguirements.

4.6.1 Compliance with the City's Equal Opportunity Contracting Program.
The Consultant shall comply with the City's Equal Opportunity Contracting Program
Consultant Requirements [Exhibit E]. The Consultant shall not discriminate against any
employee or applicant for employment on any basis prohibited by law. The Consultant
shall provide equal opportunity in all employment practices. The Consultant shall ensure °
that its Subcontractors comply with the City's Equal Opportunity Contracting Program
Consultant Requirements. Nothing in this Section shall be interpreted to hold the
Consultant liable for any discriminatory practice of its Subcontraciors.

4.6.2 Nop-Discrimination Ordinance. The Consultant shall not discriminate .
on the basis of race, gender, religion, national origin, ethnicity, sexual orientation, age, or
disability in the solicitation, selection, hiring or treatment of Subcontractors, vendors or
suppliers. The Consultant shall provide equal opportunity for Subcontractors to
participate in subcontracting opportunities. The Consultant understands and agrees that
violation of this clause shall be considered a material breach of the contract and may
result in contract termination, debarment, or other sanctions. This language shall be in
contracts between the Consultant and any Subconiractors, vendors and suppliers.

4.6.3 Compliance Investigations. Upon the City's request, the Consultant
agrees to provide to the City, within sixty calendar days, a truthful and complete list of
the names of all Subcontractors, vendors, and suppliers that the Consultant has used in
the past five years on any of its contracts that were undertaken within San Diego County,
including the total dollar amount paid by the Consultant for each subcontract or supply
contract. The Consultant further agrees to fully cooperate in-any investigation conducted
by the City pursuant to the City's Nondiscrimination in Contracting Ordinance [San
Diego Municipal Code sections 22.3501-22.3517.] The Consultant understands and
agrees that violation of this clause shall be considered a material breach of the contract
and may result in remedies being ordered against the Consultant up to and including
contract fetmination, debarment, and other sanctions for violation of the provisions of the
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‘Nondiscrimination in Contracting Ordinance. The Consultant further understands and
agrees that the procedures, remedies and sanctions provided for in the Nondiscrimination
Ordinance apply only to violations of said Nondiscrimination Ordinance.

4.7  Drug-Free Workplace. The Consultant agrees to comply with the City's
Drug-Free Workplace requirements set forth in Council Policy 100-17, adopted by San
" Diego Resolution R-277952 and incorporated into this Agresment by this reference. The
Consultant shall certify to the City that it will provide a drug-free workplace by
submitting a Consultant Certification for a Drug-Free Workplace form [Exhibit F].

4.7.1 Consultant's Notice to Employees. The Consultant shall publish a
statement notlfymg employees that the unlawful manufacture, distribution, dispensation,
possession, or use of a controlled substance is prohibited in the work place, and
specifying the actions that will be taken agamqt employees for violations of the
prohibition.

4.7.2 Drug-Frec Awareness Program, The Consultant shall establish a
drug-free awareness program to inform employees about all of the following:

4.7.2.1 The dangeré of drﬁg ai)use in the work place.
4,7.2.2 The policy of maintaining a drug-free work place.

4.7.2.3 Available drug counsehng, rehabilitation, and employee assistance
programs.

a. 7.2.4 The penaltles that may be imposed upon employees for drug abuse
violations.

4.7.3 Posting the Statement, In addition to Section 4.7.1 above, the Consultant
shall post the drug-free policy in a prominent place.

4.7.4 Subcontractor's Agreements. The Consultant further certifies that each
contract for Subcontractor Services for this Agreement shall contain language that binds
the Subcontractor to comply with the provisions of Article IV, Section 4.7 of this
Agreement, as required by Sections 2.A.(1) through (3) of Council Policy 100-17.
Consultants and Subcontractors shall be mdlvxduali} reaponstble for their own drug-free
work place program.

48  Product Endorsement, The Consultant acknowledges and agrees to
comply with the provisions of City of San Diego Administrative Regulation 95.65,
concerning product endorsement. Any advertisement identifying or referring to the City
as the user-of a product or service requires the prior writien approval of the City.

4.9  Conflict of Interest. The Consultant is subject to all federal, state and -
local conflict of interest laws, regulations, and policies applicable to public contracts and
procurement practices, including but not limited to California Government Code sections
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1090, et. seq. and 81000, et. seq., and the City of San Diego Ethics Ordinance, codified in
the San Diego Municipal Code at sections 27.3501 to 27.3595. - ‘

4.9.1' If, in performing the Services set forth in this Agreement, the
Consultant makes, or participates in, a “governmental decision” as described in Title 2,
section 18701 (a){2) of the California Code of Regulations, or performs the same or
substantially all the same duties for the City that would otherwise be performed by a City
employee holding a position specified in the department's conflict of interest code, the
Consultant shall be subject to a conflict of interest code requiring the completion of one
or more statements of economic interests disclosing the Consultant's relevant financial
interests.

4.9.1.1 Statements of economic interests shall be made on Fair Political
Practices Commission Form 700 and filed with the City Clerk. The Consultant shall file a
Form 700 (Assuming Office Statement) within thirty calendar days of the City's.
determination that the Consultant is subject to a conflict of interest code. The Consultant
shall also file a Form 700 (Annual Statement) on or before April 1, disclosing any
financial interests held during the previous calcndar year for which the Consultant was
subject to a confhct of interest code.

4.9.1.2 If the City requires the Consultant to file a statement of economic
interests as a result of the Services performed, the Consultant shall be considered a “City
Official” subject to the provisions of the City of San Diego Ethics Ordinance, including
the prohibition against lohbymg the City for one year following the termination of this
Agreement,

4.9.2 The Consultant shall establish and make known to its employees
and agents appropriate safeguards to prohibit employees from using their positions for a
purpose that is, or that gives the appearance of being, motivated by the desire for private
gain for themselves or others, pamcularly those with whom they have family, business,
or other rclatlonshlps

4.9.3 The Consultant's personnel employed for the Services shall not
accept gratuities or any other favors from any Subcontractors or potential Subcontractors.
The Consultant shall not recommend or specify any product, supplier, or contractor with
whom the Consultant has a direct or indirect financial or organizational interest or -
relationship that would violate conflict of Interest laws, regulations, or policies.

: 4.9.4 If the Consultant violates any conflict of interest law or any of the
provisions in this Section 4.10, the violation shall be grounds for immediate termination

" of this Agreement. Further, the violation subjects the Consultant to liability to the Clty for
attomey’s fees and all damages sustamed as a result of the violation.

4.10 Mandatory Assistance. If a.third party dispute or litigation, or both,
arisss out of, or relates in any way to the Services provided under this Agreement, upon
“the City's request, the Consultant, its agents, officers, and employees agree to assist in
resolving the dispute or litigation. The Consultant's assistance includes, but is not limited
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* to, providing professional consultations, atiending mediations, arbitrations, depositions,
trials or any event related to the dispute resolution and/or litigation.

411 Compensation for Mandatory Assistance. The City will compensate the
Consultant for fees incurred for providing Mandatory Assistance as Additional Services
under Section 3.3, If, however, the fees incurred for the Mandatory Assistance are
determined, through resolution of the third party dispute or litigation, or both, to be
attributable in whole, or in part, to the acts or omissions of the Consultant, its agents,
officers, and employees, the Consultant shall reimburse the City. The City is then entitled
to reimbursement of all fees paid to the Consultant, its agents, officers, and employees for

Mandatory Assistance.

412 Attorney Fees related to Mandatory Assistance, In providing the City
with dispute or litigation assistance, the Consultant or its agents, officers, and employees
_may-incur expenses and/or costs. The Consultant agrees that any attorney fees it may
incur as a result of assistance provided under Section 4.11 are not reimbursable. The
Parties agree this provision does not in any way affect their rights to seek attorney fees
under Article VIII, Section 8.8 of this Agreement.

ARTICLE V

RESERVED

- ARTICLE VI
INDEMNIFICATION

6.1 Indemnification and Hold Harmless Agreement. With respect to any
liability, including but not limited to claims asserted or costs, losses, attorney fees, or
payments for injury to any person or property caused or claimed to be caused by the acts
or omissions of the Consultant, or Consultant's employees, agents, and officers, arising
out of any services performed under this Agreement, the Consultant agrees to defend,
indemnify, protect, and hold harmless the City, its agents, officers, and employees from
and against all lability. Also covered is lability arising from, connected with, caused by,
or claimed to be caused by the active or passive negligent acts or omissions of the City,
its agents, officers, or employees which may be in combination with the active or passive
negligent acts or omissions of the Consultant, its employees, agents or officers, or any
third party. The Consultant's duty to defend, indemnify, protect and hold harmiess shall
not include any claims or liabilities arising from the sole negligence or sole willful
misconduct of the City, its agents, officers or employees.

' ‘ ARTICLE VII
MEDIATION

7.1  Mandatory Non-binding Mediation, With the exception of Sections 2.5-
2.8 of this Agreement, if a dispute arises out of, or relates to this Agreemerit, or the
breach thereof, and if said dispute cannot be settled through normal contract negotiations,
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prior to the injtiation of any litigation, the Parties agree to attempt to settle the dispute in
an amicable manner, using mandatory mediation under the Construction Industry
Mediation Rules of the American Arbitration Association [AAA] or any other neutral
organization agreed upon before having recourse in a court of law.

7.2 Mandatory Mediation Costs. The expenses of witnesses for either side
shall be paid by the Party producing such witnesses. All other expenses of the mediation,
including required traveling and other expenses of the mediator [Mediator], and the cost
of any proofs or expert advice produced at the direct request of the Mediator, shall be
bore equaily by the Parties, unless they agree otherwise.

7.3 Selection of Mediator. A single Mediator that is acceptable o both
Farties shall be used tc mediate the dispute. The Mediator will be knowledgeable in
coustruction aspects and may be selected from lists furnished by the AAA or any other
agreed upon Mediator. To initiate mediation, the initiating Party shall serve a Request for
Mediation on the opposing Party. If the Mediator is selected from a list provided by
AAA  the initiating Party shall concurrently file with AAA a “Request for Mediation”
along with the appropriate fees, a list of three requested Medzators marked in preference
order, and a preference for available dates.

7.3.1 If AAA is selected to coordinate the mediation [Administrator],
within ten working days from the receipt of the initiating Party's Request for Mediation,
the opposing Party shall file the following: a list of preferred Mediators listed in
preference order after striking any Mediators to which they have any factual objection,
and a preference for available dates. If the opposing Party strikes all of initiating Party's
preferred Mediators, opposing Party shall submit a list of three preferred Mediators listed
in preference order to initiating Party and Administrator. Initiating Party shall file'a list of
preferred Mediators listed in preference order, after striking any Mediator to which they
have any factual objection. This process shall continue vntil both sides have agrced upon
a Mediator.

7.3.2 The Administrator will appoint or the Parties shall agree upon the
highest, mutually preferred Mediator from the individual Parties’ lists who is available to
serve within the designated time frame.

7.3.3 If the Parties agree not to use AA_A_, then a Med1ator date and
place for ths mediation shall be mutually agreed upon.

7.4  Conduct of Médiation Sessions. Mediation hearings will be conducted in
an informal manner and discovery will not be allowed. All discussions, statements, or
admissions will be confidential to the Party's legal position. The Partles may agree to
exchange any information they deem necessary.

7.4.1 Both Partics must have an authorized representative attend the
mediation. Each representative must have the authority to recommend entering into a
settlement. Either Party may have attorney(s) or expert(s) present. Upon reasonable
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' demand, cither Party may request and receive a list of witnesses and notification whether
attorney(s) will be present.

7.4.2 Any agreements resulting from mediation shall be documented in
writing. All mediation results and documentation, by themselves, shall be “non-binding”
and inadmissible for any purpose in any legal proceeding, unless such admission is
otherwise agreed upon, in writing, by both Parties. Mediators shall not be subject to any
subpoena or liability and their actions shall not be subject to discovery.

ARTICLE VIII
INTELLECTUAL PROPERTY RIGHTS

8.1  Work For Hire. All original designs, plans, specifications, reports,
documentation, and other informational materials, whether written or readable by .
machine, originated or prepared exclusively for the City pursuant to this Agreement .
(Deliverable Materials) is “work for hire” under the United States Copyright law and
shall become the sole property of the City. The Consultant, including its employees, and
independent Subcontractor(s), shall not assert any common law or statutory patent,
copyright, tradematk, or any other 1ntellcctual propneta:y right to the City to the
deliverable Materials,

. '82. Rights in Data. All rights (including, but not Hmited to publication(s),
registration of copyright(s), and trademark(s)) in the Deliverable Materials, developed by
the Consultant, including its employees, agents, talent and independent Subcontractors
pursuant to this Agreement are the sole property of the City. The Consultant, including
its empioyees, agents, talent, and independent Subcontractor(s), may not use any such
Product mentioned in this article for purposes mrelated to Consultant’s work on bchalf of
thc City without prior written consent of the City.

8.3  Intellectual Property Rights Assignment Consultant, its employees,
agents, talent, and independent Subcontractor(s) agree to promptly exscute and deliver,
upon request by City or any of its successors or assigns at any time and without further
compensation of any kind, any power of attorney, assignment, application for copyright,
patent, trademark or other intellectual property right protection, or other papers or
instruments which may be necessary or desirable to fully secure, perfect or otherwise
protect to or for the City, its successors and assigns, all right, title and interest in and to
the content of the Deliverable Materials; and cooperate and assist in the prosecution of
any action or opposition proceeding involving said nghts and any adjudication of the
same.

8.4  Moral Rights Consultant, its employees, agents, talent, and independent
Subcontractor(s) hereby irrevocably and forever waives, and agrees never to assert, any
Moral Rights in or to the Deliverable Materials which Consuliant, its employees, agents,
talent, and independent Subcontractor(s), may now have or which may accrue to
Consultant, its employees, agents; talent, and independent Subcontractor(s)’ benefit under
U.S. or foreign copyright laws and any and all other residual rights-and benefits which
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arise under any other applicable law now in force or hereafier enacted. The term “Moral
Rights” shall mean any and all rights of paternity or integrity of the and the right to object
to any modification, translation or use of said content, and any similar rights existing
under judicial or statutory law of any country in the world or under any treaty, regardless
of whether or not such right is denominated orreferred to as a moral right.

8.5  Subcontracting In the event that Consuitant utilizes & Subcontractor(s)
for any portion of the Work that is in whole or in part of the specified Deliverable(s) to
the City, the agresment between Consultant and the Subcontractor [Subcontractor
Agreement] shall include a statement that identifies that the Deliverable/Work product as
a “work-for hire” as deéfined in the Act and that all intellectial property rights in the
Deliverable/Work product, whether arising in copyright, trademark, service mark or other
belongs to and shall vest solely with the City. Further, the Sibcontractor Agrcemcnt shall
require that the Subcontractor, if necessary, shall grant, transfer, sell and assign, ﬁ'ce of
charge, exclusively to the City, all titles, rights and interests in and to said
Work/Deliverable, including all copyrights and other intellectual property rights. City
shall have the right to review any Subcontractor agreement for compliance with this
provision.

8.6  Publication. Consultant may not publish or reproduce any Deliverable
Materials, for purposes unrelated to Consultant’s work on hehalf of the City withont nrior
written consent of the City.

8.7  Intellectual Property Warranty and Indemnification. Consultanit
represents and warrants that any materials or deliverables, including all Deliverable
Materials, provided under this contract are either ongma], not encumbered and do not
infringe upon the copyright, trademark, patent or other intellectual property rights of any
third party, or are in the public domain. If Deliverable Materials provided hereunder -
become the subject of a claim, suit or ailegation of copyright, trademark or patent
infringement, City shall have the right, in ifs sole discretion, to require Consultant to
produce, at Consultant’s own expense, new non-infringing materials, deliverables or
Works as a means of remedying any claim of infringement in addition to any other
remedy available to the City under law or equity. Consultant further agrees to indemnify
and hold harmless the City, its officers, employees and agents from and against any and
all clairus, actions, costs, judgments or damages of any type alleging or threatening that
any materials, deliverables, supplies, equipment, services or Works provided under this
confract infringe the copyright, trademark, patent or other intellectual property or
proprietary rights of any third party (Third Party Claims of Infringement). If'a Third
Party Claim of Infringement is threatened or made before Consultant receives payment
under this contract, City shall be entitled, upon written notice to Consultant, to withhold
some or all of such payment. '

8.8  Enforcement Costs, The Consultant agrees io pay any and all costs the
City incurs enforcing the indemnity and defense provisions set forth in Article 8,
incinding but not limited to, attorney’s fees.

ARTICLE IX
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MISCELLANEOUS

9.1  Notices. In all cases where written notice is required under this
Agreement, service shall be deemed sufficient if the notice is deposited in the United
States mail, postage paid. Proper notice shall be effective on the date it is mailed, unless
provided otherwise in this Agreement. For the purpose of this Agreement, unless
otherwise agreed in writing, notice to the City shall be addressed to:

Sam Gray

600 B Street, 7" Floor, MS 910
San Diego, CA 92101

Ph: (619) 533-4157

Email: SGrav@sandiego.gov

and notiée to the Consultant shall be addressed to:

" Sudhir Pardiwala
Raftelis Financial Consultants
201 S. Lalke Av., Ste 803
Pasadena, CA 91101
Ph: (626) 583-1894 4
Email: spardiwala@raftelis.com

9.2  Headings. All article headings are for convenience only and shali not
affect the interpretation of thls Agreement. ‘

9.3 Non-Assignment The Consultant shall not assign the obligations under
this Agreement, whether by express assignment or by sale of the company, nor any
monies due or to become due, without the City's prior written approval. Any assignment
in violation of this paragraph shall constitute a Default and is grounds for immediate
termination of this Agreement, at the sole discretion of the City. In no event shall any
putative assignment create & contractual rel atlonshlp between the City and any putative
asmgnee : .

9.4  Independent Contractors. The Consultant and any Subcontractors
employed by the Consultant shall be independent contractors and not agents of the City.
Amy provisions of this Agreement that may appear to give the City any right to direct the
Consultant concerning the details of performing the Services, or to exercise any control
over such performance, shall mean only that the Consnltant shall follow the direction of
the City concerning the end results of the performance.

9.5  Consultant and Subcontractor Principals for Consultant Services. It is
understood that this Agreement is for unique Professional Services. Retention of the
Consultant's Professional Services is based on the particular professional expertise of the
Sudhir Pardiwala. Accordingty, performance of Professional Services on the Project may
not be delegated to other members of the Consultant's organization or to Subcontractors
without the prior written consent of the City. It is mutually agreed that the members of -
the Project Team are the principal persons responsible for delivery of all Professional
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Services and may not be removed from the Project without the City's prior written
approval. Removal of any member of the Project Team with out notice and approval by
the City vide may be considered a default of the terms and conditions of this Agreement
by the Consultant. In the event any member of the Project Team becomes unavailable for
any reason, the City must be consulted as to any replacement. If the City does not
approve of a proposed replacement, the City may terminate this Agreement pursuant to
section 2.6 of this Agreement. Further, the City reserves'the right, after consultation with
the Consultant, to require any of the Consultant's employees or agents to be removed
from the Project. '

9.6  Covenants and Cenditions. All provisions of this Agreement expressed
as either covenants or conditions on the part of the Clty or the Consultant shall be deemed
to be both covenants and conditions.

9.7  Compliance with Controlling Law. The Consultant shall comply with.all
laws; ordinances, regulations, and policies of the federal, state, and local governments
applicable to this Agreement. In addition, the Consultant shall comply immediately with
all directives issued by the City or its authorized representatives under authority of any
laws, statutes, ordinances, rules, or regulations. The laws of the State of California shall
govern and control the terms and conditions of this Agreement.

9.8  Jurisdiction and Attorney Fees. The jurisdiction and applicable laws for
any suit or proceeding concerning this Agreement, the interpretation or application of any
of its terms, or any related dispuies shall be in accordance with the laws of the State of
California, The prevailing Party in any such suit or proceeding shall be entitled to a’
reasonable award of attorney fees in addition to any other award made in such sult or
proceeding,

9.9 ° Successorsin Interest. This Agreement and all rights and obligations
created by this Agreement shall be in force and effect whether or not any Parties to the.
Agreement have been succeeded by another entity, and all rights and obligations created
by this Agreement shall be vested and binding on any Party's successor in interest.

9.10 - Integration. This Agreement and the Exhibits and references incorporated
into this Agreement fully express all understandings of the Parties concerning the matters
covered in this Agreement. No change, alteration, amendment, or modification of the
terms or conditions of this Agreement, and no verbal understanding of the Parties, their
officers, agents, or employees shall be valid unless made in the form of a written change
agreed to in writing by both Parties. All pnor negotiations and agreements are merged
into this Agreement,

9.11 Counterparts. This Agreement may be executed in counterparts, which
when taken together shall constitute a single s1gned original as though all Parties had
‘executed the same page.

912 No Waiver. No failure of either the City or the Consultant to insist upon
the strict performance by the other of any covenant, term or condition of this Agreement,
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. nor any failure to exercise any right or remedy consequent upon & breach of any
covenant, term, or condition of this Agreement, shall constitute a waiver of any such
breach of such covenant, term or condition. No waiver-of any breach shall affect or alter
this Agreement, and each and every covenant, condition, and term hereof shall continue
in full force and effect to any existing or subsequent breach.

9.13 Severability. The unenforceability, invalidity, or illegality of any
provision of this Agreement shall not render any other provision of this Agreement
unenforceable, invalid, or illegal. . :

0.14 Additional Consultants or Contractoers. The City reserves the right to
employ, at its own expense, such additional Congultants or contractors as the City deems
necessary to perform work or to provide the Services.

9.15 Employment of City Staff. This Agreement may be unilaterally and
immediately terminated by the City, at its sole discretion, if the Consultant employs an
individual who, within the Jast twelve months immediately preceding such employment
did, in the individual's capacity as an officer or employee of the City, participate in,
negotiate with, or otherwise have an influence on the recommendation made to the City
Council or Mayor in connection with the selection of the Consultant,

9.16 ' Municipal Powers. Nothing contained in this Agreement shall be
construed as a limitation upen the powers of the City as a chartered city of the State of
California.

9.17 Drafting Ambiguities, The Parties agree that they are aware that they
have the right to be advised by counsel with respect to the negotiations, terms and
conditions of this Agreement, and the decision of whether or not to seek advice of
counsel with respect to this Agreement is a decision which is the sole responsibility of
gach Party. This Agreement shall not be construed in favor of or against either Party by
reason of the extent to which each Party participated in the drafting of the Agreement.

5,18 Conflicts Between Terms. If an apparent conflict or inconsistency exists
between the main body of this Agreement and the Exhibits, the main body of this
Agreement shall control. If a conflict exists between an applicable federal, state, or local -
law, rule, regulation, order, or code and this Agreement, the law, rule, regulation, order,
or code shall control. Varying degrees of stringency among the majin body of this
Agreement, the Exhibits, and laws, rules, regulations, orders, or codes are not deemed
conflicts, and the most stringent requirement shall control. Eack Party shall notify the
otber immediately upon the identification of any apparent conflict or inconsisiency
concerning this Agreement. ‘

‘ 9.19 Exhibits Incorporated. All Exhibits referenced in this Agreement are
mcorporated into the Agrccmcnt by this reference.

9.20 Sorvival of Obligations. All representatlons indemnifications, warranties
and guarantees made in, required by or given in accordance with this Agreement, as well
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EXHIBITS

NON-DESIGN PROFESSIONAL CONSULTANT LUMP SUM AGREEMENT

'Exhibit A -
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Exhibit D -
Exhibit E -

Exhibit F -

Scope-of Services
Compenssition and Fee Schedule
Time Schedule

Insurance

City's Bqual Opportunity Contracting Program Consultant Requirements

Consultant Certification for 2 Drug-Free Workplace
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| EXHIBIT A
' SCOPE OF SERVICES

PROJECT UNDERSTANDING AND APPROACH

Project Understanding"

The City of San Diege (City) provides retail water service to customers within the City and wholesale water
service to Cal American Water Company under an agreement. The City also provides wastewater service
within the City and wastewater treatment services to participating agencies (PAs). The City would like to
develop water and wastewater financial plans and rate models fo project sales, revenues, capital financing
scenarios, caiculate cost of service rates for its retail customers, review impacts and provide fiexibility for
planning for the next 10 years.

The City's existing retail water rate structure consists of an increasing 3-tier rate structure for single family
residential customers with fixed tiers at 7, 14 and 14+ hcf per month, The City would like to explore
different rate structure options for retail customers and explore the creation of more ciasses fo increase
equity and faimess, and encourage conservation. Wastewater rates for single family residentiaf customers
are based on winter water usage with a cap of 20 hcf par month, Rates for other customer classes are
based on a percentage of water usage and consider strength for non-residential users.

-Deveioping & computer raie modeis with severai moduies fnat inciudes the financial pian and retaii rates is
an integrat part of the study. The City plans to-use the rate models in the future and the models should be
user-friendiy with abiiity to modify common assumpfions such as usage, growth rates, etc.,, have the’
flexibility to easily revise input data, be updated annually, include the various rate scenarios the City wants,
generate defall and summary reports, allow graphical representation of results for easy understanding by
the Council and pubiic, and perform scenario analyses t investigate options and Jmpacts

REC has assisted clients with similar issues. for many years. Our rats models are designed to provide
maximum . flexibility and ease of use without getting too complicated. The base RFC mode! provides
scenario analysis and ability to review changes in rates, reserves, etc. in graphical mode on a real-iime
basis so that impacts can be readily understood and decisions made rapidly. Using thls model as a starting
~point, we will add flexibility requested by the City.

RFC is in a unique.position to assist the City m an efficient manner. Specifically, RFC recently assisted the
Clty.in updating its water and wastewater rates and is currently updating the recycled water rate model. By
having all three models in a consistent format the City wili realize savings in development and on-going use
of the models. We have had discussions with City staff and have a good understanding of the
requlrements for this study. We are ready to start the project running and befleve that our qualifications,
experience and knowledge of the City's systems and rate making wil all provide added value.

- RFC will continue o provide the City support on the use and update of the model so that it becomes an
integral part of the City's strafegic fools for water, wastewater and recycled water services.

Project Approach

The project approach cescribed below is based upon our extensive .experience in complefing cost of
service and rate studies and developing rate models for other water and wastewater ufilities across the
country. This approach has been tailored to address the specific objecives and concems of the City. It
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should be noted that while we have fisted these tasks consecutively, some tasks will overiap and be
conducted concurrently.

Task | - Project Initiation and Management
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Subtask A~ Pro;ect Kick-off Meetmg

We believe that successiul pro;ects begin with a productwe kick-off meeting.- The objectwes for this
meeting include:

¢ Providing a fbrum to finalize the work plan and schedule with City Staff;
o Discussing the Cliy's prefiminary pricing and modefing objectives;
e Ensuring that ‘we have an undsrstanding of the overall goals of the study;
e Providing an opportunity for City Staff fo meet and become comfortable with our Project Team; and
s Reviawing the data nesds for the project.
: Accomp%iéhing these objectives will help to ensure that the prdject progresses as smoothly as possible.

Pricr to the kick-off meeting, we will prepare & defalled data request list that will idsniffy the information
needed to complets the various analyses. information that is typically required fo perform a rate study
includes, for example, recent Comprehensive Annual Financial Reports (“CAFR™; wholesale confracts,
recent and current utility budgets; a description of the service area; current and historical water production,
wastewater generation; and biling data and long-term capital improvement plans. Some of this information
wilt be readily available, whereas other components may require more detailed analyses of operational
data, customer billing informafion, and costs. RFC has some of this information avaitable.

Subtask B —Quality Assurance/Quatity Control Process

To ensure that all work performed by RFC on this project will be accurate anc of the highest quality, RFC
has a stringent quality assurance/quaiity control (QA/QC) process. The QA/QC process begins at the
outset of the project when the Project Manager assigns a member of RFC's staff as the project QA/QC
reviewer. This person is present at all internal project mestings and works closely with both the Project
Manager and the lead consultant during the course of the project. The QA/QC reviewer's primary
responsibility is to review the work effort for consistency, aceuracy, and validity and ensure that the cost of
service and rate model that will be developed for the project is functioning properly anc is based on sound
rate making principles and standard industry practice and meets the high quality standards of RFC. This
will be especially crifical given the complexity called for in this model. The QA/QC responsibility is
accomplished through periodic reviews of the mode! throughout the course of its development. For cast of
"service and rate studies, these periodic reviews typically occur at the following stages of model
development:

o Once the basic model framework is compiete;

s Upon complefion of the financial planning module;

= Unon completion of the cost allocation schedules;

o Upon completion of the rate calculation module; and
e Prior to the deiivery of the final model results,
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We have found that a well defined QA/QC process ensures that all of our work products will be of the
highest quality and mest or exceed the standards that our clients have come to expest from RFC.

Subtask C - Ongoing Project Management

The proposed project entails several different, yet mterrelated work efforts that er reqmre effactive
coordination batween City staff and the RFC. team. Our management ‘approach stresses communication,
teamwork, objectivity, and accountability for mesting project objectives and includes general administrative
duties, including client correspondence, bllling, project documentation, and administration of the study
control plan. This task provides for consistent and competent project management to ensure that all
deadlines and objectives are met in a timely and efficient manner, We believe in a no-surprises approach

.~ so that the City is aware of the status of the project at all times. Our approach includes the following:

o A strong Proiect Manager who will be responsible for facilitating a close working reiationship
between the City and RFC staff and who is accountable to the City for mesfing the technical
requirements of the project, schedule and budget. He will lead meefings throughout the course of

- fhe study.

e Ample resources io ansure timely completion.

» Ciient involvement and controf by: -
v Regular and open communication between the project team members and City staff including

ol e 3l L8 o LD Py S oy
monthly upd"tcs ShC‘uJIu& the tasks auwmpuancu and igsntification of potential pluut‘;‘lllb and

solutions.

v" Assurance of budget and schedule conirol through the Project Manager's. use of RFC's pro;ect
accounting and management system.

¥ Coordination of project activifies among RFC stafi and City staff to meet project objectlves and
dead!mes Review of ali study-related work and overall quahty assurance.

v Tram:ng of City staff and presenting study results.

Task II Deta:led Data Review

1t@ gaif anv«unde" 3
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it thnﬁihatwﬁ}ll sery91 % the basis for gty

LRIy ekt

As part of this task, we will conduct interviews with Gity management and Staff to obtain a thorough
understanding of the financial, operationa!l, regulatory, and political environments. Existing rate models,
rate policies and ordinances will be reviewed for consistency with current and possible future fees. Key
issues, areas of cancem, and pricing objectives will be reviswed and discussed. Historical information wil
be reviewed refated to costs, customers, usage, demand patterns, capital spending, and revenues
generated, to provide a better understanding of recent changes in operating characteristics and to develop -
appropriate trends and growth factors that drive financial forecasts. Projected capital needs, operation and
maintenance costs (“O&M"), debt service, and required reserves will be determined. Comprehensive
operafion and customer billing information will be collected to classn‘y customers and project user demand
over the planning period.

Data collection and review will be a high priority for our Project Team. In particular, we will spend fime
reviewing capabiliies of the ufility billing and customer information system. information available from the
billing system wiil determine the feasibifity of evaiuating many of the aliemative watsr rate structures the
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City desires. A billing system must be able to process account characteristic information such as parsons
per.household, building square footage, or rolfing average consumption to calculate rates under some of

- these structures, Further, and perhaps. most critically, the data must be readily available and updateabie
within the bifling system.

During the data collection and review, we will begin to identify assumptions used to allocate and project the
costs that will later be integrated into our model. As these assumptions are identified, City Staff will have
an opportunity to review our findings to ensure that each assumption, makes sense with regard to the City's
water and wastewatsr systems.

- Task lll - Preliminary Analyses
\Ehe god ofiits (BEK is totGompiete SupporingandlySEsithat

Prior to beginning work on the deveiopment of the water rate model, RFC will perform two separate
preliminary analyses. The results of these analyses will fsed into the mode! development detailed in the
next task,

Subtask A -Consumptlon Analysis and Demand Projection

- Accurately projecting future consumption is one challenging task that a utlllty faces each year because
there are several unforeseeable factors that can affect consumption. In particular, ciimate extremes,
population change, or usage of large customers can have a dramatic effect on consumption. These
projections directly affect user rates which in tum determine how much cash a uiility will coliest. If a ufility
overestimates consumption, it will under-recover costs and be faced with a revenue deficit and a -~
diminished fund balance. Yet, if a utility underestimates consumption it over recovers costs and may be

~ met with public scrutiny due to unduly high rates.

To help the City gain & better understanding of consumption trends, RFC will examine local usage patterns
as they relate to customer demand and population growth. Based on demographic data, we will calculate a
growth rate Yor service area population. Moreover, using bill frequency analysis, we will study available
historical consumption of the City's different customer fypes in order fo better understand the consumption
pattemns for each type of customer. Based on this hisforical analysis, and planning dats, the Project Team
will develop pro;ectlons of consumption.

These consumption projections will be used in the cost of service and rate modeling process; however the.
.only guarantee that can be made about projections of the behavior of complex variables such as water
consumption, is that the reality will be different from the projections. Therefore, in order fo develop an
understanding of the impact that fluctuations in the variables that drive consumption will hiave on the utility’s
financial position, RFC can incorporate risk-analysis capabilities into the cost of service and rate model that
is develaped for this project. RFC proposes this risk analysis process as an optional subtask. -



000030

* Subtask B - Customer Bill Freguency and Peaking Analysis

To help the City gain a better understanding of these consumption frends, RFC will examine usage patterns
as they relate to customer demands, populatlon growth, and usage peaks. Based on demographic data, we
will calculate a growth rafe for service area population. Moreover, using a bill frequency analysis, we will
study available historical water consumption of the City's different customer types in order to betier
understand the consumption pattems for each type of customer.

Analysis of seasonal and off-season usage allows the design of better seasonal rates if desired. Based on
" this historical analysis, and planning data, the Project Team will develop projections of water consumption.
By reviewing billing records and usage information provided by the City, RFC will perform a peaking
analysis that shows how usage for different customer types varies seasonally, Water systam components
are designed to meet psak demands therefore customers with high peakmg factors who place higher
demands on the water system thus deserve to bear a proportionally higher percentage of the overall cost.
Psakmg is often expressed as a ratio of system peak day or peak hour flow.to average baseline flow.

Task IV — Model Development

 The doal afﬁﬂft‘%o takeds to Eevefp_g wafer ind! wgsfewater mo@eis fhaiﬁmﬁ aligw thé City fo. 'develaﬁ‘strategra
‘fmanmal pians riathe future to rowde revende, 5and rate st bﬂ o aagld*;adequate revenue's'f"ro;?untmuefto
-‘prov!?zie q'ﬁah servtce Thishk épa&e{} musT Be robust enoug tow:l@ulate rétes u r ? eren‘f fateH).
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- The computer model is used to develop revenue requirements and perform financiat planning; perform cost
functionalization, classification and allocation; and calculate rates, The model must be sophisticated -

" enough to perform the complex calculations involved in & comprehensive cost of service and rate analysis
and yet remain flexible enough to aliow for future updates and siructure modifications by City Staff. As a
result of our experience performing hundreds of cost of service and rate studies, RFC creates customized
cost of service and rate models that are taitored to meef each client's specific needs.

Suifufesy yef smpferenoughl Tobep

Subtask A - Development of Model Sbeclﬁcations‘

RFC understands the importance of developing a user-friendly, flexible rate model! that the City can use in
the future for financial planning and developing rates. Some of the features of the model include:

« Adherence to standard cost of service- e  Ability to flag errors and problnmatrc

based rate setting pracfices; . results;

¢ Compatibility with the design of existing e Revenue stability and sufficiency to
whplesale agreements; perpetuate the utility;

o Ability to model multiple rate structures e Promotion of conservation for all
simultaneously, cusiomer classes;

» Incorporaiion of financial planning over e Ability to perform sensifivity analyses
a 10-year planning horizon with ability and see the changes in real time on in-
to change certain standard assumpfions built screen graphics; and-
by year; e Ease of input, report prinfing, update,

o Ability to calculate rafes for muitiple undersanding, ease of administration,
year and update rates annually with and legal defensibility.
gase, -
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in order to best design the rate model, RFC proposes fo begin its modelfing process by developing
model specifications. The model specification process will ideniify precise functionality,
technigues, and structures and will serve as the blueprnint for model design. We envision that the
RFC Project Team will present draft model specificafions to the City for comment taking into
consideration the City's current rate models. Once comments are incorporated and the model
specifications are approved, all parties will have agreed on the format and functionality of the
model. During the model specification subtask, the City and the Project Team will agree upon such
things as the retail rate structures fo be modeled, the degree of mode! automation, and the
structure of user mierfaces

Subtask B - Development of Financial P[anmng Module

The financial planning module is used to deveiop and project revenue reqmrements over the
planning period and incorporates both direct and indirect operational costs, capital costs (including
pay-as-you-go capital and debt service), as well as rate revenues and revenues from
miscellaneous sources. Projection of revenue requirements, offsets, and consumption allows a
utility to caiculate overall revenue adjustments or rate increases. Projecting revenue adjustments
over a long planning horizon can illustrate future rate impacts and potential threats to the financial
situation. The utility may then make adjustments to some expenses, fund balance or capital
project timing, among others, to smooth impacts and maintain financial stabifity. Financial planning
also allows utilities fo test how future events such as capftal construction or changes in regutatory
requareman;s nay impacL future rates and overall financial. aucngm oi the uumy RFC will itilize
past expense history,.capital improvement planning, and projections of consumption to construct a
10 year financial planning module for the rate model. -

Revenue requirements will be projected over the pianning period hased on historical resulis, the
current budget, the City's capital improvement plan, and the utiliies” debl service and other
obligations, The Project Team will project items in the City's budget such as O&M, labor, power,
materiais, payments in lieu of faxes, etc. with flexibility to adjust the escalation factors annually or
overmde escalafion with manual entries. In addition, RFC will project non rate revenues such as
late fees, interest, miscelianaous fees, etc. that may be used to either build fund balances or offset
rate increases. Furthermore, inferfund transfers between the City funds will be considered where
appropriate according to the City Staff. Ultimately, the Project Team will project exactly how much
-cash needs to be collected through rates in order to meet expenses in each year of the forecast
period.

The financial planning module will include the abilily to forecast capital financing needs from rate-
funded, reserve-funded, and new debt-funded sources. The mode! wil project the timing of future
bond saies and project annualized debt service. Schedules for caicuiating debt service coverage
will also be included.

The financial planning moduie will alsc provide cash managemant flexibility by tracking the net
changes to fund balance on an annual basis. At a minimum, fund balances are tracked for major
funds such as Operating, Construction, and Debt Service. RFC has alsc recommended addition of
rate stabilization and system renewal funds depending on rate setiing cbjsctives of a uiility. We
have advised many client utilities on how to establlsh appropriate reserve levels for their major
funds.
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Finally, the financial planning model offers the flexibility to' perform & full update of the cost of
service on an annual basis or simply calculate annual rate increases based on changes in cash
needs and coverage requirements.

To provide ease of scenario, analysis and ability to inferpret the results and impacts of changes to
revenue requirements, debt funding, impacts of key variables and impacts of drought or water

. sales reductions, RFC will design 2 cusiom dashboard similar to that shown in the figure. The
‘ dashboard concept has proved very successful in assisting staff at several other utilities in quickly
making decisions and presenting the impacts that would result from changes to key variables and .
assumptions,

Subtask C ~ Cost of Service Allocation

Although RFC takes care to tailor a cost of service {COS) Analysis to meet the needs of the
individual ufiiity, we always make sure to follow the basic premise of COS aliocations set forth by
the AWWA and WEF,

Cost Functionaiizafion: Each cost item used to develop the water and wastewater revenue _
requirements will be allocated to one or mere service functions depending upon its nature. We will
review any functional categories that the City may currently use, including those in the Wastewater
Agreements with the PAs, and recommend changes and!or additions that we believe are
necessary.

Cosi Aliccaiion: Ve will review any cost aliocation components currently empioyed by the City.
Following the review, we wil identify and recommend any necessary changes fo the current
allocation cost-causative parameters. RFC will review and recommend appropriate aliocation
parameters. Our recommendations will be based on industry practices and our experience in
performing such aliocation to ensure the appropriate assignment of costs by the Base-Extra
Capacity Method recommended in the AWWA M1 Manuat for water and on SWRCB regulatory
guidelines for wasiewater. Cost assignment components will, at a minimum, include:

For water:
» Annual Volume o Meters
e Peak Demand {maximum day and "« Moter Equivalents -
hour) S « Fire Service '
» Number of Customars
For wastewater:
s Wastewater fiow e Suspended soiids (SS)
e Chemical Okygen‘demand (COD) e (Customer Service

Cost Distribution: Differentiated rate structures require the aliocatior of costs to customer groups
based on -each group’s demand and usage characteristics, The result of the cost allocation
process will be division of costs {and offsets) among retail customer types such as singie family
residential, multi-far_r}iiy, irrig_ation. cemmercial, and industrial,

Subtask D - Development of Rate Modules .

After evaluafing the existing cost allocation basis and assessing the impact of any propased
adjustments to the cost allocations, the water and wastewater rates will be calculated according to
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the proposed rate design. We recognize that rate-making is an art, so we will work within the
broad indusiry guidefines to mest the strategic financial objectives of the City. We will calculate
rates under the most appropriate rate structure based on our understanding of the City's primary
pricing objectives and water conservation goals, and consistent with indusiry accepled guidefines
and practices. The rate calculation module will incorporate the appropriate level of flexibility to
adjust or medify the rate calculations to address and mitigate any negative customer impacts.
Furthermore, the rate calculation module will be developed fo incorporate and evaiuate afiernative
rate struciures.

Rates will be calculated for each year in the forecast period and adjusted, where pessibie, to
provide for a smooth forecast of rate adjustments. For exampie, changes in the timing of capital
expenditures and the use of reserve funds to mitigate short-term rate impacts are fwo ways that
rate smoothing could be addressed. The objective is to minimize the magnitude of customer
impacts while stilt achieving long-term revenue objectives. RFC will present the preliminary rate
calculations at a workshop with City staff,

RFC understands that the City wants to see rates caloufated through several different types of rate
structures. These structures incluge uniform volume rates, seasonal rates, increasing block rates
and a range of individualized block rates with cutoffs based on average account usage, seasonal
usage, or customer characteristics (budgets). RFC will model rates under rate structures desired
by the City, Goal based rates based on seasonal usage can be provided as options Generally

L [T by b ey e Aleards
."pnal"“g this datz will need o ba collected bafore a rate can be Swl., NOWEVET, uyuuna o includs

these rates can be provided in the model.

Rate calculation for each modeted rate structure will include a Revenue Proof schedule inciuding
revenus from customers, and & customer impact schedule that demonstrates the effect of
proposed rate changes on representative retail customer bills.

With increasing rates, there appears to be an increasing emphasis on afiordability. At the City's

option we can include a module to calculate lifeline rates for the economically disadvaniaged

sections of the community. While there is some question whether iifelines rates mest the

requirements of Proposition 218, we will work with the City's counsel to review the apphcabmty and
_ implementation.

‘Wastewater rates wil comply with reguiatory reqmrements and include the flow and strength
components,

Drought Rates: The City would like to be preparad to impiement drought rates, if the need arises.
Drought rates are based on the cut backs in water usage mandated by the wholesale agencies
such as Metropolitan Water District (MWD) and the-San Diego County Water Authority {(SDCWA).
Both MWD and CWA have developed drought plans with several stages of mandatory cutbacks.
RFC will include a module to compute drought rates for different stages of drought based on the
current plans. There are two methods of developing such rates and at the City's option RFC will
design drought rates based on the reduced usage by reducing the water usage allowance in the
tiers and/or developing penaties for usage in excess of budgeted amount based on the rates in
effect. : :

Customer Impacts: The rate recommendaiions will address as many of the City's objectives as
pessible, In particular, we will focus on water conservation goals and the equitable recovery of
costs from different customer classes. Again, the potential financial impacts on typical customers
that may resutt due fo any adjustments in the rate siructure will be considered. The Models will

8
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include a series of schedutes or tables that show projected cost impacts on different types of
customers and difierent levels of usage or generation. These schedules provide an invaluable tool
for evaluating whether the rate recommendations are impacting targeted customer groups andfor -
levels of usagé' to ensure that conservation and other pricing objectives are being addressed
effectively.

Capacity Fees: In addition to rates, the City will need to reevaluate capaclty fees. RFC will review
the current methodology for continued applicability in the near future. The current methodology is
based on a hybrid of the system buy-in./ incrementzl cost method.

Subtask E - Finalize Rate Models and User Manuals

A draft financial planning module and draff rate calculation module will be provided to the City for
comment. -RFC will prepare user manuals for City staff on use of the models. The manuals will
include direction on the update of the models and discussion of the features and functionality.
Mode! ‘documentation can be constructed so that it is accessibie through links in the models
schedules. Ten copies will be provided.

Task V - Presentation of Results
{55 godl s Eiskaskojiesent 18 Jﬁlts of héBtieguoithe City 5 5% G Y A% M g
RFC will attend meetings. with the City ‘and train City staff for four days in the use of the water and

wastewater rate models and manuals to ensure full understanding of the assumptions and results
of the rate model. '

Task VI As Needed Services

Ehél godl of this itask iSdipro ide 'fheﬁ@n y fy with' fipangia] 1.51“ emnomloﬁtudyirelatedfconsu[taﬁgf
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RFC will meet with the City o discuss other needs the Clty may have regarding financial and
economic services related to water, wastewater, and recycled water services including review of
rates, methodologies, best pracices, strategic financial services, efc. -



- 000055

EXHIBITB
COMPENSATION AND FEE SCHEDULE

Amount of Compensation: The City shall pay the Consultant for performance of all
Services rendered in accordance with this Agreement, including reasonably related
expenses, in an amount not to exceed $500,000.00. The compensation for the Scope of
Services shall not exceed $370,000.00, and the compensation for Additional Services, if
any, shall not exceed $130,000.00.

Additional Services: The City may require that the Consultant perform additional -
Services beyond those described in the Scope of Services [Additional Services]. Prior to
the Consultant's performance of Additional Services, the City and the Consultant must
agree in writing upon a fee for the Additional Services, including reasonably related
expenses, in accordance with the Compensation and Fee Schedule.
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EXHIBIT C
TIME SCHEDULE

This Agreement shall be effective on the date it is executed by the last Party to sign the
Agresment, and approved by the City Attomney in accordance with San Diego Charter
Section 40. Unless otherwise terminated, it shall be effective until completion of the
Scope of Services or June 30, 2010; whichever 1s the earliest but not to.exceed five years
uniess approved by City ordinance.
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EXHIBIT D
INSURANCE

Types of Insurance. At all times -during the term of this
Agreement, the Consultant shall maintain insurance coverage as

follows:

1.1 Commercial General Liability. Commercial General
Liability (CGL) Insurance written on an ISO Occurrence form CG
00 01 07 98 or an equivalent form providing coverage at least as

- broad which shall cover liability arising from any and all personal

injury. or property damage in the amount of $1,000,000 per
occurrence and subject to an annual aggregate of $2,000,000.
There shall be no endorsement or modification of the CGL limiting
the scope of coverage for either insured vs, insured claims or
contractual liability. All defense costs shall be outside the limits of
the policy.

1.2 Commercial Automobile Liability. For all of the
Consultant's automobiles including owned, hired and non-owned

‘automobiles, the Consultant shall keep in full force and effect,

automobile insurance written on an ISQ form CA 00 01 1290.0r a
later version of this form or an equivalent form providing coverage
at least as broad for bodily injury and property damage for a
combined single limit of $1 million per occurrence. Insurance
certificate shall reflect coverage for any automobile (any auto).

1.3  Workers' Compensation. For all of the Consultant's
employees who are subject to this Agreement and to the extent
required by the applicable state or federal law, the Consultant shall
keep in full force and effect, a Workers' Compensation policy.

That policy shall provide a minimum of $1 million of employers'
liability coverage, and the Consultant shall provide an endorsement
that the insurer waives the right of subrogation against the City and
its respective elected officials, officers, employees, agents and
representatives, :

Deductibles. All deductibles on any policy shall be the
responsibility of the Consultant and shall be disclosed to the City
at the time the evidence of insurance is provided.

Acceptability of Insurers.

3.1 Except for the State Compensation. Insurance Fund, all
insurance required by this Contract or in the Special General
Conditions shall only be carried by insurance companies with a
rating of at least “A-, VI” by A M. Best Company, that are
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authorized by the California Insurance Commissioner to do
business in the State of California, and that have been approved by
the City.

3.2 The City will accept insurance provided by non-admitted,
“surplus lines” carriers only if the carrier is authorized to do
business in the State of California and is included on the List of
Eligible Surplus Lines Insurers (LESLI list), All policies of _
insurance carried by non-admitted carriers are subject to all of the
reqmrcmcnts for policies of insurance prowded by admitted
carriers described herein.

Required Endorsements

The following endorsements to the policies of insurance are
required to be provided to the City before any work is initiated

" under this Agreement.

4.1 Commercial General Liability knsurance Endorsements

ADDITIONAL INSURED. To the fullest extent allowed by law
including but not limited to Caiifornia Insurance Code Section
11580.04, the policy or policies must be endorsed to include ag an
Insured the City of San Diego and its respective elected officials,
officers, employees, agents and representatives with respect to
liability arising out of {a) ongoing operations performed by you or
on your behzilf, (b) vour products, (¢) vour work, including but not
limited to vour.completed operations performed by you or on your
behalf, or {(d) premises owned, leased, controlled or used by you.

.PRIMARY AND NON-CONTRIBUTORY COVERAGE. The
" policy or policies must be endorsed to provide that the insurance

afforded by the Commercial General Liability policy or policies is

7 primary to any insurance or self-insurance of the City of San Diego

and its elected officials, officers, employees, agents and
representatives as respects operations of the Named Insured. Any
insurance maintained by the City of San Diego and its elected
officials, officers, employees, agents and representatives shall be in
excess of Consultant’s insurance and shall not contribute to it.

CANCELLATION. Except as provided for under California Law,
the policy or policies must be endorsed to provide that the City is
entitled to thirty (30) days prior written notice (10 days for
cancellation due to non-payment of premium) of cancellation or
non-renewal of the policy or policies. Such notice shall be
addressed to the City at the address specified in Section 9.1
“Notices.”

SEVERABILITY OF INTEREST. The pohcy or policies must
be endorsed to provide that the Consultant’s insurance shail apply
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separately to each insured against whom claim is made or suit is
bought, except with respect to the limits of the insurer’s liability
and shall provide cross-liability coverage.

4.2 Automobile L}ab_ility Insurance Endorsements

ADDITIONAL INSURED. To the fullest extent allowed by law
including but not limited to California Insurance Code Section
11580.04, the policy or policies must be endorsed to include as an
Insured the City of San Diego and its respective elected officials,
officers, employees, agents and representatives with respect to

- Liability arising out of autémobile owned, leased, hired or

borrowed by or on behalf of the Consultant.

CANCELLATION. Except as provided for under California Law,
the policy or policies must be endorsed to provide that the City is
entitled to thirty (30) days prior written notice (10 days for
cancellation due to non-payments of premium) of cancellation or-
non-renewal of the policy or policies. Such notice shall be
addressed to the City af the address specified in Section 9.1
“Notices.” . .

SEVERABILITY OF INTEREST. The poiicy or poiicies must
be endorsed to provide that Consultant’s insurance shall apply
separately to each insured against whom claim is made or suit is

- brought, except with respect to the limits of the insurer’s liability

and shall provide cross-liability coverage.

. 43  Worker’s Compensation and Employer’s Liahility

Insurance Endorsements

CANCELLATION. Except as provided for under California law,
the policy or policies must be endorsed tc provide that the City is
entitled to thirty (30) days prior written notice (10 days for
canceliation due to non-payment of premium) of cancellation or
non-renewal of the policy or policies. Such notice shall be
addressed to the City at the address specified in Section
g.1“Notices.” '

WAIVER OF SUBROGATION. The Worker’s Compensation
policy or policies must be endorsed to provide that the insurer will
waive all rights of subrogation against the City and its respective
elected officials, officers, employees, agents and representatives
for losses paid under the terms of this policy or these policies
which arise from work performed by the Named Insured for the

City.
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5. Reservation of Rights, The City reserves the right,
from time to time, to review the Consultant’s insurance coverage,
limits, deductible and self-insured retentions to determine if they

-are acceptable fo the City. The City will reimburse the Consultant
* for the cost of the additional premium for any coverage requested

by the City in excess of that required by this Agreement without
overhead, profit, or any other markup.

6,  Additional Insurance. The Consultant may obtain
addiﬁonal insurance not required by this Agreement.

7. Excess Insurance. All policies-providing excess coverage
to the City shall follow the form of the primary policy or policies
including but not lirnited to all endorsements.
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EXHIBIT E

EQUAL OPPORTUNITY CONTRACTING PROGRAM (EOCP)
CONTRACTOR REQUIREMENTS

The Consultant’s hiring or retaining of any Subconiractors to perform services is subject
io prior written approval by the City. Shoulid the Consultant retain Subcontractors with
the City’s writteri approval, the Consultant shall comply with all Equal Opportunity
Contracting (EOC) requirements. For applicable rules and forms see:
http://www.sandiego.govieoc/index shtml.



http://wyw.sandiego.gov/eoc/mdex.sfatmL
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