Item No: 15

Report to the City Council
Council Meeting of September 13, 2016

Agenda Section: Consent

Subject: Consideration and proposed approval of the First Amendment
to the Professional Service Agreement, with Hansford
Economic Consulting to provide additional work outside the
original Water and Waste Water Rate Study scope, increasing
the contract amount by $13,020 for a total contract of $61,370;
and authorizing a budget increase of $13,020 split equally
between accounts 561-4300-2130 and 571-4300-2130. Funds for
561 will be taken from the Water Enterprise Unrestricted Net
Position and funds for 571 will be transferred from the
Wastewater Capital Project Fund to the Wastewater Operating
Fund identified above.

CEQA Status: Not a CEQA project

Prepared By: Jennifer Tuell, Water Conservation Coordinator
Steven Palmer, PE, Director of Public Works/City Engineer

Approved By: Jennifer Phillips, City Manager

BACKGROUND

In September 2015, staff issued a Request for Proposals and on October 9, 2015, the
City received four proposals. A team of managers and an outside consultant reviewed
the proposals. Hansford Economic Consulting was considered the top proposer. On
September 26, staff conducted an interview with Catherine Hansford and contacted
references for additional feedback. Based on the proposal, consultant's relevant
experience, references and interview, staff has selected Hansford Economic Consulting.

On November 10, 2015 City Council approved Resolution No. 2015-136 awarding the
contract to Hansford Economic Consulting to provide a Utility Rate Study for the Water
and Wastewater Rates for a total not to exceed amount of $48,350.

DISCUSSION

Staff spent considerable time extracting data and pertinent information from the City’s
customer and water use data base. This information was difficult to extract in a usable



format from the billing software. It took the consultant a significant amount of time to
clean-up the data provided from staff. Additionally, as the consultant became more
familiar with the circumstances in St. Helena both staff and the consultant determined
that additional review and modeling work would need to be done. The additional work is
related to standby changes, water agreements and a more in-depth review of peak water
use months. The need for this additional work could not have been identified until staff
and the consultant began to extract and analyze data, and begin preparation of the rate
models.

The total additional work equates to $13,020 for a total contract of $61,370. The additional
cost associated with the database clean-up equated to $8,500 in additional work and the
additional rate modeling work equated to $4,630 in additional work.

The additional work is summarized below:
Task 2A — Additional Database Work

The City's customer and metered water use data was difficult to use as extracted
from the billing software. As the building block on which the analysis is conducted
it was critical that the data be accurate otherwise all the rate calculations would
have been compromised. HEC and City staff both put in a lot of extra time working
through the database to achieve a high confidence level in the base data for both
the water and wastewater rate studies. HEC will be transferring an Excel database
back to the City with coding as needed to implement the new rate studies. The
additional cost associated with this work is $8,400.

Task 8A — Additional Modeling

The rate modeling work was more extensive than anticipated when the original
budget was developed. Certain City circumstances influence the financial models,
and these have caused increased cost. These include standby charges,
agreements with individual customers that complicated HEC's understanding of
the Project, multiple water sources (also with associated use agreements) for
which more than the typical amount of data had to be analyzed to determine
appropriate rate structure, and more in-depth review of costs incurred during the
peak water use months. The additional cost associated with this work is $4,620.

FISCAL IMPACT

Funds for the original agreement in the amount of $48,350 were budgeted in the FY
2015-16 Adopted Budget under 561-4300-2145 Other Contract Services and 571-4300-
2145 Other Contract Services.

The additional $13,020 in funding for this First Amendment to the Professional Services
Agreement for the Water and Waste Water Rate Study will be funded from the Water
Enterprise Unrestricted Net Position and from a transfer from the Wastewater Capital



Project Fund. The net position of the Water Enterprise Fund will remain unchanged at
70% (net position not including pension liability). The full cost of the Water and Waste
Water Rate Study, including this increase, is eligible to be funded from the utility user
rates.

RECOMMENDED ACTION

Adopt attached resolution authorizing the City Manager to execute the First Amendment
to the Professional Services Agreement with Hansford Economic Consulting increasing
the contract by $13,020 for a total contract amount not to exceed $61,370 for Water and
Waste Water rate study; and authorizing a budget increase of $13,020 split equally
between accounts 561-4300-2130 and 571-4300-2130 from Water Enterprise
Unrestricted Net Position and from a transfer from the Wastewater Capital Project Fund.

ATTACHMENTS
1. Letter from Hansford Economic Consulting Dated August 17, 2016
2. Resolution
3. First Amendment to the Professional Services Agreement
o Exhibit A-1; Scope of Service and Schedule
e Exhibit B-1: Cost Proposal
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HANSFORD ECONOMIC

PO Box 10384 Phone: 530-422-3676
CONSULTING Truckee, CA 96162 Email:  catherine@hansfordecon.com

August 17, 2016

Jennifer Tuell, Project Manager
1480 Main 5t.
St. Helena, CA

Subject: City of St. Helena Water and Wastewater Rate and Fee Study

Dear Jennifer:

It has been a great privilege to work on the City of St, Helena (City) water and wastewater
rate and fee study (the Project). The Project is nearing its completion and is on schedule for
implementation of new rates in February 2017.

Hansford Economic Consulting (HEC) has worked to ensure that the updated rate schedules
meet the City's short and long term financial goals, while equitably sharing costs to
customers. The City Council approved a budget of $48,350 for HEC's services in November
2015. As of August 10, 2016, 545,431 (94%)} of the total budget authorized has been
exhausted; however, there remains a lot of work to be done to implement new rates. Costs
have been greater than originally estimated and authorized for the following reasons:

1. The City’s customer and metered water use data was difficult to use as extracted
from the billing software. As the building block on which the analysis is conducted it
was critical that the data be accurate otherwise all the rate calculations would have
been compromised. HEC and City staff both put in a lot of extra time working
through the database to achieve a high confidence level in the base data for both the
water and wastewater rate studies. HEC will be transferring an Excel database back
to the City with coding as needed to implement the new rate studies. The additional
cost associated with this work is $8,400.

2. The rate modeling work was more extensive than anticipated when the original
budget was developed. Certain City circumstances influence the financial models,
and these have caused increased cost. These include standby charges, agreements
with individual customers that complicated HEC's understanding of the Project,
multiple water sources (also with associated use agreements) for which more than
the typical amount of data had to be analyzed to determine appropriate rate
structure, and more in-depth review of costs incurred during the peak water use
months. The additional cost associated with this work is 54,620.

This letter respectfully requests an amendment to authorize an additional $13,020 to
complete the Project. HEC is not proposing any changes in billing rates, and will continue to
bill direct expenses with no ($0) markup. If approved, the total budget will increase from
548,350 to 561,370.
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The scope of services includes ten tasks which are detailed in HEC's original proposal and
budget estimate, and incorporated into the agreement for services. Since the authorization
of the original scope of services, HEC has completed the first seven tasks. The status of each
task follows:

Task 1 — Project Initiation and Management: COMPLETE

Task 2 - Cost Classification and Customer Profiling: COMPLETE

Task 3 - CIP Financing Strategy and Connection Fee Calculations: COMPLETE

Task 4 — Revenue Requirement Projections: COMPLETE

Task 5 — Cost of Service Analysis: COMPLETE

Task 6 — Rate Design Analysis: COMPLETE WITH THE EXCEPTION OF MEADOWOOD

SURCHARGE

Task 7 = Cash Flow Projections: COMPLETE

e Task 8 - Prepare Reports and Support Implementation: ABOUT 30% COMPLETE

o Task 9 - Stakeholder Group Participation: ONE RATES COMMITTEE MEETING HELD;
DRAFT REPORT AND ONE RATES COMMITTEE MEETING REMAINING

e Task 10 — Presentations and/or Meetings: FOUR MEETINGS HAVE BEEN HELD IN ST.

HELENA TO DATE

Table 1 summarizes the original authorized budget, budget expended to date, remaining
budget, and estimated remaining costs to complete the Project. The total estimated
additional cost to complete the Project is $13,020.

Table 1
Budget Summary
Invoices  Estimate Estimated
Original through ofCosts Remaining Remaining Estimated
Task Budget July 8/1-8/10 Budget Costs Total Cost
a b c d=a-b-c e f=a+e-d

1 Project [nitiation & Management $3,050 53,050 S0 $0 $0 $3,050
2 Cost Classification and Customer Profiling $5,100 55,100 S0 S0 S0 $5,100
Additional / Unanticipated Database Costs S0 58400 S0 {58,400} 50 58,400
3 Financing Strategy $2,370 52,370 50 S0 S0 $2,370
4 Revenue Requirement Projections 2,850 52,850 S0 S0 50 52,850
5 Cost of Service Analysis 3,650 53,650 S0 S0 S0 53,650
6 Rate Design Analysis $4,930 54,930 S0 S0 $665 45,595
7 Cash Flow Projections $3,300 53,300 S0 $0 50 $3,300
8 Prepare Reports & Support Implementation $4,420 S0 $3,270 $1,150 $9,440 512,710
9 Stakeholder Group Participation $3,300 51,650 S0 $1,650 52,110 $3,760
10 Presentations / Meetings (9) $12,940 $4,263 $1,438 57,239 $2,790 58,491
Subtotal Staff Costs $45,910 539,563 $4,708 $1,640 $15,005 $59,276
Reimbursable Costs $2,440 %616 5544 $1,280 5935 $2,095
Total Cost [1] $48,350 540,179 $5,251 $2,919 $15,940 $61,370
Additional Budget Authorization Request (f-a) $13,020

[1] HEC reserves tha right to move budget between tasks as necessary to
complete the scope of work up to the authorized budget amount,
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Table 2 provides the estimate of remaining cost to complete the scope of services.

Table 2
Remaining Cost Estimate

HEC Staff
Remaining Catherine Rachel Zach Admin Total
Work $160 5115 $90 575 Cost
Staff Expense
Complete Model {25% of time for Meadowoad) 8 12 0 0 $2,660
Prepare Draft & Final Reports 14 22 10 S $6,045
Assist with public hearing notice & staff reports 3 8 0 0 $1,400
Prepare for 2nd Rates Committee Meeting 6 10 0 0 $2,110
Ad Hoc Mtg & Council Mtg & Public Hearing 9 0 0 i8 §2,790
Total Staff Expense 40 52 10 23 $15,005
Direct Expense
Hotel {2 nights) $330
Mileage (3 trips) $605
Meals S0
Total Direct Expense $93s
Estimated Remaining Costs $15,940

HEC iooks forward to continuing to work with the City to ensure that the Project is successful.
Please review this request and call with any questions or comments.

Sincerely,

C i{;%uu%»//

Catherine R. Hansford
HANSFORD ECONOMIC CONSULTING
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CITY OF ST. HELENA
RESOLUTION NO. 2016-

RESOLUTION APPROVING THE FIRST AMENDMENT TO THE AGREEMENT WITH
HANSFORD ECONOMIC CONSULTING TO PROVIDE ADDITIONAL WORK ON THE
WATER AND WASTEWATER RATE STUDY, AUTHORIZE CITY MANAGER TO
EXECUTE THE AMENDMENT, AND APPROVE BUDGET INCREASE OF $13,020
SPLIT EQUALLY BETWEEN ACCOUNTS 561-4300-2130 AND 571-4300-2130 FROM
THE WATER ENTERPRISE UNRESTRICTED NET POSITION AND FROM A
TRASFER FROM THE WASTEWATER CAPITAL PROJECT FUND

RECITALS

A. The City conducted its most recent utility rate study in 2011 and as a result, water
rates were increased 2.8% in 2013, and 2.5% in 2014 and 2.6% in January 2015.
Wastewater rates were increased 2.8% in 2013, and 2.5% in 2014 and 2.6% in
January 2015; and

B. In September 2015, staff issued a Water and Waste Water Rate Study Request for
Proposals; and

C. On November 10, 2015 City Council approved Resolution No. 2015-136 awarding
the contract to Hansford Economic Consulting to provide a Utility Rate Study for the
Water and Wastewater Rates for a total not to exceed amount of $48,350; and

D. The data and pertinent information from the City’s customer and water use data
base information was difficult to extract in a usable format and it took the consultant
a significant amount of time to clean-up the data provided from staff; and

E. As the consultant became more familiar with the circumstances in St. Helena both
staff and the consultant determined that additional review and modeling work would
need to be done.

RESOLUTION
The City Council of the City of St. Helena hereby resolves as follows:

1. Amendment No. 1 to the agreement with Hansford Economic Consulting,
increasing the contract amount by $13,020 for a total not to exceed amount of
$61,370 is approved.

2. The City Manager is authorized to execute the agreement on behalf of the City.

3. Budged increase of $13,020 split equally between accounts 561-4300-2130 and
571-4300-2130 from Water Enterprise Unrestricted Net Position and a transfer
from the Wastewater Capital Project Fund is approved.



Approved at a Regular Meeting of the St. Helena City Council on September 13, 2016,
by the following vote:

Mayor Galbraith:

Vice Mayor White:
Councilmember Crull:
Councilmember Dohring:
Councilmember Pitts:

APPROVED: ATTEST:

Alan Galbraith, Mayor Cindy Black, City Clerk
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FIRST AMENDMENT
TO PROFESSIONAL SERVICES AGREEMENT
WITH HANSFORD ECONOMIC CONSULTING

This First Amendment to Professional Services Agreement (“Agreement”) dated November 10,
2015 ("Agreement”) is made as of this 13th day of September 2016 by and between the City
of St. Helena, a municipal corporation (“City"), and Hansford Econonic Consulting.
("Consultant").

RECITALS

A. On November 10, 2015 the City and Consultant entered into the Agreement for
Consultant to provide a Utility Rate Study for a total amount not to exceed $48,350
per Resolution No. 2015-136; and

B. The data and pertinent information from the City’s customer and water use data base
information was difficult to extract in a usable format and it took the consultant a
significant amount of time to clean-up the data provided from staff; and

C. As the consultant became more familiar with the circumstances in St. Helena both
staff and the consultant determined that additional review and modeling work would
need to be done; and

D. The First Amendment shall not exceed $13,020, and the total to be paid to the
Consultant shall not exceed $61,370; and

E. The Contract period shall extend until the time new rates are implemented, and the
rate study is complete.

AGREEMENT

NOW, THEREFORE, in consideration of the promises and of the mutual covenants and
agreements herein contained, for good and valuable consideration, the adequacy of which is
hereby acknowledged, the parties agree to amend the Agreement as follows:

1. Section 1. Basic Services

Exhibit A to the Agreement is replaced with the attached Exhibit A-1.

2. Section 4. Compensation and Method of Payment
Exhibit B to the Agreement is replaced with the attached Exhibit B-1.

Section 4.A is amended to increase the total compensation payable to Consultant under
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the Agreement by $13,020 to read as follows:

“Subject to any limitations set forth in this Agreement, City agrees to pay consultant
the amount specified in Exhibit B-1, “Compensation,” attached hereto and made
a part hereof. Total compensation shall not exceed $61,370, unless additional
compensation is approved in accordance with Section 2."

All other terms of the Agreement shall remain in full force and effect.

Entered as of the day and year first above stated.

CONSULTANT:

Hansford Economic Consulting
PO Box 10384
Truckee, CA 96162

Signatures of Authorized Persons:

By:

Print Name:

Title:

Attachments:

CITY OF ST. HELENA
a Municipal Corporation

By:

Jennifer Phillips, City Manager

Director, Department
Title:
APPROVED AS TO FORM:

Thomas B. Brown, City Attorney

ATTEST:

Cindy Black, City Clerk

Exhibit A-1, “Scope of Services and Schedule”

Exhibit B-1, “Cost Proposal”
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Scope of Services and Schedule

Scope of Services

The rate studies will be built in Microsoft Excel, giving the ability to test various key
assumptions such as operating reserve levels and rate structures. All assumptions used
in the model will be clearly defined, and tables will be presented in an easily
understandable format. A baseline scenario will be developed, which will serve to
evaluate the impact of changes from alternative rate structures, changing City policies,
and/or measure the impact of rate increases.

The Study will be conducted in ten tasks. Each task is detailed below.

Task 1: Project Initiation and Management

Under this task, HEC will coordinate with staff to collect the base data necessary to
conduct the study. HEC will provide the City with a list of data information and needs.
HEC will work with staff to ensure good quality data is used in the rate studies. Upon
receipt and review of the data HEC will meet with staff to discuss key factors driving the
need for rate adjustments for each utility including regulatory requirements, water supply
andfuse pattern changes, City policies, and legislative mandates. Financial goals and
policy objectives, such as asset replacement and funding, of the City's utility enterprise
funds will be reviewed as they will shape the development of the financial models and
recommendations of the Study.

This task also includes time for project management from inception to completion of the
Study.

Meetings: (1) Staff meeting & tour of facilities
Deliverables: Data and information List

Task 2: Cost Classification and Customer Profiling

HEC will review the current cost classifications used by the City and may make
suggestions to change the methodology or may recommend continued use of the current
methodology. Cost allocation is based on use characteristics of customers and will be
determined by customer usage profiling. HEC will use historical demand and billing data
as well as industry standard factors to provide customer usage profiles by customer type.
The current rates schedules will be examined for alignment with current City goals and
objectives and fit with customer usage pattemns.

Task 2A — Additional Database Work

The City’s customer and metered water use data was difficult to use as extracted
from the billing software. As the building block on which the analysis is conducted
it was critical that the data be accurate otherwise all the rate calculations would
have been compromised. HEC and City staff both put in a lot of extra time working
through the database to achieve a high confidence leve! in the base data for both
the water and wastewater rate studies. HEC will be transferring an Excel database
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back to the City with coding as needed to implement the new rate studies. The
additional cost associated with this work is $8,400.

Meetings: (0)

Deliverables: None

Task 3: Financing Strategy

Through the capital improvements planning process the City identifies projects that will
likely need to be constructed over the next five years. Under this task, HEC will summarize
the CIPs as provided by the City and will present a financing strategy to ensure the
facilities are completed in a timely fashion, while minimizing the impact to rate payers and
the development community such that economic competitiveness is not harmed. HEC will
rely on information from the City's engineers to aliocate cost of the CIP between existing
and future customers. The Excel models will be able to evaluate the impact of several
funding options (such as low interest loans, bond sales and so forth) for capital
improvements.

Meetings: (0)
Deliverables: None

Task 4: Revenue Requirement Projection

The projected revenue requirement is the revenue necessary to fully cover all
expenditures net of other operating and non-operating revenues. A projection of revenue
deficiency will be conducted by comparing the existing level of operating and non-
operating revenues with projected annual expenditures. Operation and maintenance
expenses may be projected using historical annual percentage increases, or some other
index, such as a consumer price index; projection methodology will be discussed with
staff. Expense item categories, such as utility costs and labor costs, will be projected
independently. Projected annual costs may also include other non-operating cost
considerations, such as an operating reserve, rate stabilization fund, or additional funds
to meet debt service coverage requirements.

Non-operating revenues, such as interest revenue, connection charges, and other
miscellaneous revenue sources, will be included as credits in the analysis so that the
revenue requirement is not over-estimated.

Meetings: (0)
Deliverables: None

Task 5: Cost of Service Analysis

Once the projected revenue requirement is established, it is allocated to user groups
based on cost classification (collection or treatment plant costs for wastewater, customer
or demand costs for water) and customer usage characteristics (flow and load for
wastewater, and water demand patterns for average and peak usage). The customer
usage factors are determined based on the customer profiling exercise. HEC incorporates
the effect of price-elasticity into the future water and wastewater use projection.
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The cost allocation analysis leads to a calculation of monthly user rates for the enterprise
funds such that they are adequately funded for existing and projected future costs and
that the rates are based on the demand for service by each customer type. By establishing
a basis and relation between the cost of service and the demand for service by each
customer type, the requirements of Proposition 218 will be fully met.

Meetings: (1)
Deliverables: Progress meeting with staff

Task 6: Rate Design Analysis

The current rate structure will be assessed and alternative rate structures examined. New
and/or alternative customer classifications, and proportion of charges collected as flat rate
versus variable rate will be recommended if appropriate to fit with City objectives. The
recommended rate structure will be determined with input from staff and a stakeholder
group (potentially) given the City's billing system capabilities, public understanding of
utility bills, and other stakeholder concems.

Considerable time will be spent in this task evaluating the effect of different rate structures
on developed policy objectives for water and wastewater, including operations, water
conservation, recent legal interpretations of Proposition 218, the bill impacts to different
customer groups, and the economic effect / hardship on low-income households.

Meetings: (1)
Deliverables: Progress meeting with staff

Task 7: Cash Flow Projections

Cash flows for each enterprise fund will be presented to ensure sufficiency of funding
through the plan period, demonstrating adequate debt service coverage and reserve
levels are met. Minimum reserve levels will be recommended for each utility.

HEC will explain how the model works to staff at an interactive meeting where the model
is displayed on a large screen.

Meetings: (1)
Deliverables: Model review with staff

Task 8: Prepare Reports and Support City Implementation of Rates

HEC will prepare a joint water and wastewater rate study report unless one utility study
moves ahead of the other, or it becomes impractical to put both studies in one report, in
which can separate reports will be prepared. The report(s) will include the methodologies
used, detailed calculations of rates, findings and recommendations. Draft and final reports
of each study will be provided to the City electronically. Hard copies of the final report will
be provided on request.

HEC will support the City’s implementation of revised rate schedules by assisting with
drafting the public hearing notice(s), conducting a public workshop, attending the public
hearing(s), and reviewing drafting resolutions.
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Task BA - Additional Modeling

The rate modeling work was more extensive than anticipated when the original
budget was developed. Certain City circumstances influence the financial models,
and these have caused increased cost. These include standby charges,
agreements with individual customers that complicated HEC’s understanding of
the Project, multiple water sources (also with associated use agreements) for
which more than the typical amount of data had to be analyzed to determine
appropriate rate structure, and more in-depth review of costs incurred during the
peak water use months. The additional cost associated with this work is $4,620.

Meetings:  (3) — Public Workshop, Presentation of Report, and Public Hearing
Deliverables: Draft and Final Reports

Task 9: Stakeholder Group Participation

It has been HEC's experience that the more involvement customers have in the process,
the greater the likelihood of timely implementation of revised rate schedules.

Under this task a stakeholder group representing different customer classes would be
formed. The stakeholder group would be apprised of project progress and be asked for
input and feedback on issues that directly affect them. For example, discussion and input
from this group would be particularly useful in determining the percentage of revenue
requirement to be collected through fixed versus variable charges; whether new customer
classes might be warranted, and in ensuring proporticnality within the context of
Proposition 218 is achieved.

Meetings: (2)
Deliverables: Meeting materials

Task 10: Presentations / Meetings

Materials necessary for presentations and meetings will be prepared under this task.
Materials may include PowerPoint, handouts, and so forth. This scope of services
provides for up to nine (9) meetings at the City over the course of the project, not
necessarily in this order:

Data review with staff (Task 1)

Progress meeting with staff (Task 5)

Progress meeting with staff (Task 6)

Stakeholder meeting (Task 9)

Stakeholder/ Task Force meeting (Task 8)

Model review with staff (Task 7)

One Public Workshop/Task Force meeting (Task 8)
Presentation of Draft Report (task 8)

Public Hearing (Task 8)

CONOORWND -~
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Meetings:  (9) Total All Tasks
Deliverables: Power Point Presentations

Schedule

The schedule provides for a draft study or studies (if water and wastewater are prepared
separately) completed in September 2016. The schedule assumes that both water and
wastewater studies are completed concurrently and solid engineering estimates for
capital improvements are ready. Following completion of the study are the public
workshops, presentation of the study to City Council for action, and a 45-day public
noticing period. An aggressive timeframe would be to have rates adopted in early 2017.
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Cost Proposal

The estimated manpower and associated costs provided herein assume that HEC
conducts the sewer and water studies concurrently and that the City reaps the benefits of
efficiencies and cost savings associated with conducting the studies in this manner.

Estimated Budget

The estimated cost for this project was $45,910 plus $2,440 for reimbursable expenses.
The original cost proposal of $48,350 was based on an estimate of staff time by task as
shown in Table 1 on the following page. Reimbursable expenses include any travel-
related expenses such as mileage reimbursement and parking, postage or delivery
charges, meals and lodging if necessary, and report printing.

With the addition of Task 2A —~ Additional Database Work in the amount of $8,400 and
Task 8A - Additional Modeling from Exhibit A-1 in the amount of $4,620, the original cost
proposal of $48,350 will be increased by $13,020, for a total project cost of $61,370.
Reimbursable expenses are charged with no markup and are included in monthly
invoices.

Fee Schedule

Staff hourly rates are $160 per hour for Catherine Hansford, $115 per hour for Rachel
Kirkpatrick, $90 per hour for Zach Gustafson, and $75 per hour for clerical support and
trave! time. HEC hourly rates are valid until project completion.

HEC charges for services on a cost not-to-exceed basis; therefore, you will only be billed
for the work completed up to the authorized budget amount. Invoices are issued monthly
with a brief description of services performed in the period, and are due on receipt.

HEC reserves the right to move budget between tasks, should one task be completed
under the estimated amount, and another task be completed over the estimated amount.
If additional work is requested by the City that is beyond the original scope of services,
HEC wili request authorization for additional budget.
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Table 1
Origional Cost Estimate for St. Helena Water and Wastewater Rate Study
HEC Total
Task/Item Description Hansford Admin Estimated
Hourly Biilling Rates Si60 575 Cost
1 Project Initiation & Management 12 15 $3,050
2 Cost Classification and Customer Profiling 30 4 $5,100
3 Financing Strategy 12 6 $2,370
4 Revenue Reguirement Projections 15 & $2,850
§ Cost of Service Analysis 20 6 $3,650
6 Rate Design Analysis 28 [ $4,930
7 Cash Flow Projections 15 12 $3,300
8 Prepare Reports 22 12 54,420
9 Stakeholder Group Participation 15 12 53,300
10 Presentations / Meetings (9) 45 77 $12,940
Subtotal Staff Costs 214 156 $45,910
Reimbursable Costs $2,440
Total Cost Proposal [1] $48,350

[1] HEC reserves the right to mave budget between tasks as necessary to

complete the scope of work up to the authorized budget amount.

Table 2

Updated Cost for St. Helena Water and Wastewater Rate Study

Total
Task/Item Description Estimated

Hourly Billing Rates Cost
1 Project Initiation & Management 53,050
2 Cost Classification and Customer Profiling $5,100
2A Additional Database Work 58,400
3 Financing Strategy $2,370
4 Revenue Requirement Projections 52,850
5 Cost of Service Analysis 53,650
6 Rate Design Analysis $4,930
7 Cash Flow Projections 53,300
8 Prepare Reports & Support Implementation $4,420
8A Additional Modeling 54,620
9 Stakeholder Group Participation 53,300
10 Presentations / Meetings (9) $12,940
Subtotal Staff Costs $58,930
Reimbursable Costs 52,440
Total Cost Proposal [1] $61,370

[1] HEC reserves the right to move budget between tasks as necessary to
complete the scope of work up to the authorized budget amount.
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PROFESSIONAL SERVICES AGREEMENT

THIS AGREEMENT, made and entered into on November 10, 2015 by and between the
City of St. Helena, located in the County of Napa, State of California (City), and Hansford
Economic Consulting (Consultant).

RECITALS:

A. Cily desires to employ Consullant to furnish professional services in connection with the
project described as Utility Rate Study.

B. Consultant has represented that Consultant has the necessary expertise, experience, and
qualifications to perform the required duties.

NOW, THEREFORE, in consideration of the mutual premises, covenants, and conditions
herein contained, the parties agree as follows:

SECTION 1 - BASIC SERVICES

Consultant agrees to perform the services and work (together, “services™) set forth in
Exhibit A, “Scope of Services” and made part of this Agreement.

SECTION 2 - ADDITIONAL SERVICES

Consaltant shail not be compensaled for any services rendered in conneclion with its
performance of this Agreement which are in addition to or outside of those set forth in this
Agreement or Exhibit A, “Scope of Services™, unless such additional services and
compensation are authorized in advance and in writing by the City Council or City Manager of
the City.

SECTION 3 - TIME FOR COMPLETION

The time for completion of services shall be as identified in Exhibit A, “Scope of
Services”.

SECTION 4 - COMPENSATION AND METHOD OF PAYMENT

A. Subject to any limitations set forth in this Agreement, Cily egrees to pay consultant
the amount specified in Exhibit B, “Cost Proposal”, attached hereto and made a part hereof.
Total compensation shall not exceed $48,350.00 unless additional compensation is approved in
accordance with Section 2.

B. Consultant shall fumish to City an original invoice for all services performed and
expenses incurred during the preceding month, The invoice shall detail charges by the following
categories if applicable: lebor (by sub-category), travel, materials, equipment, supplies,
subconsultant contracts, and miscellaneous expenses. City shall independently review each
invoice submitted to determine whether the services performed and expenses incurred are in
compliance with the provisions of this Apreement. If no charges or expenses are disputed, the
invoice shall be approved and City will use its best efforts to cause Consultant to be paid within
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30 days of receipt of invoice. If any charges or expenses are disputed by City, the original
invoice shall be retumed by City to Consultant for correction and resubmission. If the City
reasonably determines, in its sole judgment, that the invoiced charges and expenses exceed the
value of the services performed to date and that it is probable that the Agreement will not be
completed satisfectorily within the Agreement price, City may retain all or a portion of the
invoiced charges and expenses. Within thirty (30) days of satisfactory completion of the project,
City shall pay the retained amount, if any, to Consuitanl. In no event shall City be obligated to
pay late fees or interest, whether or not such requirements ere contained in Consultant’s invoice.

€. Payment to the Consultant for services performed pursusnt to this Agreement shalt
not be deemed to waive eny defects in services performed by Consultant.

SECTION 5 - STANDARD OF PERFORMANCE

Consultani represents and warrants that it has the qualificalions, experience and facilities
necessary (o properly perform the services required under this Agreement in a thorough,
competent and professional manner. Consultant shall at all times faithfully, competently and to
the best of its ability, experience and talent, perform all services described herein. In meeting its
obligations under this Agreement, Consultant shall employ, at a minimum, generally accepted
standards and practices utilized by persons engaged in providing services similar lo those
required of Consultant under this Agreement.

City may inspect and accept or reject any of Consultant’s services under this Agreement,
cither during performance or when completed. City shall reject or finally accept Consultant’s
services within sixty (60) days after submitied to City, unless the parties mutually sgres to
extend such deedline, City shall reject services by a timely written explanation, otherwise
Consultant’s services shall be deemed (0 have been accepted. City's scceptance shall be
conclusive as to such services except with respect to latent defects and fraud. Acceptance of any
of Consultant’s services by City shall not constitute a waiver of any of the provisions of this
Agreement including, but not limited to, the sections pertaining to indemnification and
insurance.

SECTION 7. INSURANCE REQUIRED

Consultant shall procure and meintain for the duration of the Agreement insurance
against claims for injuries to persons or demages to property which may arise from or in
conneclion with the performance of the services hereunder by the Consultant, its agents,
representalives, or employees, as indicated:

A. Minimum Scope of Insyrance. Coverage shall be at least as broad as:

l. Insurance Services Office Commercial General Liability coverage (occurrence
form CG 0001).

2. Insurance Services Office form number CA 0001 (Ed. 1/87) covering Automobile
Liebility, code 1 (any auto),

3. Workers’ Compensation insurance 8s required by the Stale of Califomia and
Employer's Liability Insurance.
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B. Minimum Limits of Insurgnce, Consultant shall maintain limils no less than:

1. General Liability: $1,000,000 per occurrence for bodily injury, personal injury
and property damage including operations, products and completed operations, as
applicable. If Commercial General Liability Insurance or other form with a
Genera! Liability Insurance or other form with a general aggregate limit is used,
cither the general aggregate limit shall apply seperately to this project/location or
the genem! aggregate limit shall be twice the required occurrence limit.

2. Automobile Liability: $1,000,000 per accident for bodily injury and property
damage,

3. Employer’s Liability: $1,000,000 per accident for badily injury or discase.

C. Professional Ligbility Insurance. When Consultant under this Agreement is duly
licensed under California Business end Professions Code as an archilect, landscape architect,
professional engineer, or land surveyor (“design professional™), Consultant shall maintain at least
$2,000,000 of professional lisbility insurance,

D. Deductibles and Self-Insured Retentions, Any deductibles or self-insured retentions
of $25,000 or greater must be declared to and approved by the City.

E. Other Insurance Provisions. The commercial general liability and automobile liability
policies are to contain, or be endorsed to contain, the following provisions;

1. The City, its agent, officers, officials, employees, and volunteers are to be covered
a8 additional insured as respects: liability arising out of services or operations
performed by the Consultant or Consultant’s subconsultants; or automobile
owned, leased, hired or borrowed by the Consultant.

2. For any claims related to Consuliant’s conduct while performing the services of
this project, the Consultant’s insurance coverage shall be primary insurance as
respects the City, its agents, officers, officials, employees and volunteers. Any
insurance or self-insurance maintained by the City, its agents, officers, officials,
employees or volunteers shall be excess of the Consultent’s insurance and shall
not contribute with it.

3. Each insurance policy required by this clause shall be endorsed to stale that
coverage shall not be cancelled by either party, except afier thirty (30) days prior
written notice by certified mail, return receipt requested, has been given to the
City.

4. Coverage shall not extend to any indemnity coverage for the active negligence of
the additional insured in any case where en agreement to indemnify the additional
insured would be invalid under Subsection (b) of Section 2782 of the Civil Code.

F. Waiver of Subrogation. The workers compensation policy is to be endorsed with a
waiver of subrogation. The insurance company, in its endorsement, agrees to waive all rights of
subrogation aguinst the City, its agents, officers, officials, employees and volunteers for losses
paid under the terms of this policy which arises from the services performed by the named
insured for the City.

G. JThe Acceptability of Insurers, Insurance is to be pleced with insurers with a current
A M. Best's mating of no less then A: VII, unless otherwise acceptable to the City,
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H. Verification of Coverage, Consultent shall fumish the City with original certificates
and amendatory endorsements effecting coverage required by this clause. The endorsemenis
should be on forms provided by the City or on forms that conform to City requirements. All
certificates end endorsements are to be received and approved by the City belore services
commence. The City reserves the right 1o require complete, certified copies of all required
insurance policies, including endorsements effecting the covermge required by these
specifications at any time,

= TI

A. Consultant shall indemnify and hold harmless City, its agents, officers, officials,
employees, and volunteers from any and all claims, demands, suits, {oss, damages, injury, and/or
liability (including any and all costs and expenses in connection therewith), incurred by reason of
any negligent or otherwise wrongful act or omission of Consultent, its officers, agents,
employees and subcontractors, or any of them, under or in connection with this Agreement; and
Consuitant agrees at its own cost, expense and risk (o defend any and all claims, actions, suits, or
other legal proceedings brought or instituted agminst City, its egents, officers, officials,
employees and volunteers, or any of them, arising out of such negligent or otherwise wrongful
act or omission, and to pay and satisfy any resulting judgments.

B. When Consultant under this Agreement is a design professional, the provisions of this
section regarding Consultant’s duty to defend and indemnify apply only to claims that arise out
of or relate to the negligence, recklessness, or willful misconduct of the design professional.

C. If any action or proceeding is brought against Indemnitces by reason of any of the
matters against which Consultant has agreed to indemmify Indemnitees s provided above,
Consultant, upon notice from City, shall defend Indemnitees at Consultant’s expense by counsel
acceplable to City, such accepiance not to be unreasonably withheld. Indemnitees need not have
first paid for any of the matiers to which Indemnitees arc entitled to Indemnification in order to
be so indemnified. The insurance required to be maintained by Consullant shall ensure
Consultant’s obligations under this section, but the limits of such insurance shall not limit the
liability of Consultant hereunder. The provisions of this section shall survive the expiration or
earlier termination of this Agreement.

D. The provisions of this section do not apply (o claims to the extent occurring as a resull
of the City's sole negligence or willful acts or misconduct.

10N 9 — RA R

A. Consullani js and shal] at all times remain a wholly independent contractor and not an
officer, employee or agent of City. Cousultant shall have no authority to bind City in any
manner, nor to incur an obligation, debl or liability of any kind on behalf of or against City,
whether by contract or otherwise, unless such authority is expressly conferred under this
Apreernent or is otherwise expressly conferred in writing by City.

B. The personnel performing the services under this Agreement on behalf of Consultant
shall at all times be under Consultant’s exclusive direction and control. Neither City, nor any
elected or appointed boards, officers, officials, employees or agents of City, shall have control
over the conduct of Consultant or any of Consultant’s officers, employees or agents, except as
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set forth in this Agreement Consultant shall not at any time or in any manner represent that
Consultant or any of Consullant’s officers, employees or agents are in any manner officials,
officers, employees or agents of City.

C. Neither Consultant, nor any of Consultant’s officers, employees or agents, shall
obtain any rights to retirement, health care or any other benefits which may otherwise accrue to
City's employees. Consultant expressly waives eny claim Consultant may have to any such

rights.
SECTION 10 — CONFLICTS OF INTEREST

A. Consultant covenants that neither it, nor any officer or principal of its firm, has or
shall acquire any interest, directly or indirectly, which would conflict in any manner with the
interests of City or which would in any way hinder Consultant’s performance of services under
this Agreement. Consultant further covenants that in the performance of this Agreement, no
person baving any such interest shall be employed by it as an officer, employee, agent, or
subcontractor without the express writien consent of the City Manager. Consuliant agrees 1o at
ell times avoid conflicts with the interests of City in the performance of this Agreement.

B. City understands and acknowledges that Consultant is, as of the date of execution of
this Agreement, independently involved in the performance of non-related services for other
governmental agencies and private parties. Consultant is aware of any stated position of City
relative 10 such projects, Any future pasition of City on such projects shall not be considered a
conflict of interest for purposes of this section,

SECTION 11 — QWNERSHIP OF DOCUMENTS

A. All original maps, models, designs, drawings, photographs, studies, surveys, reports,
data, notes, computer files, files and other documents discovered or obtained by Consultant in
the course of providing any services pursuent to this Agreement shall become the sole property
of City and may be used, reused or otherwise disposed of by City without the permission of the
Consultant. In addition, Consultant’s final work product prepared or developed in the course of
providing services pursuant to this Agreement shall become the sole property of City and may be
used, reused or otherwise disposed of by City without the permission of the Consultent,
Consultant's notes and drafts prepared or developed in the course of providing any services
pursuant to this Agreement shall remain Consultant’s sole property. When requested by City, but
no later than three years afler project completion, Consultant shall deliver to City all such
original maps, models, designs, drawings, photographs, studies, surveys, reports, dala, notes,
compuler files, files and other documents discovered or obtained by Consuliant in the course of
providing any services pursuant to this Agreement.

B. All copyrights, patents, irade secrets, or other intellectual property rights associated
with any ideas, concepts, lechnigues, inventions, processes, improvements, developments, works
of authorship, or other products developed or created by Consultant during the course of
providing services (colleclively the *“Work Product™) shall belong exclusively to City. The Work
Product shall be considered a *work made for hire” within the meaning of Title |7 of the United
States Code, Without reservation, limitation, or condition, Consultant hereby assigns, at the time
of creation of the Work Producis, without any requirement of further consideration, exclusively
and perpetuglly, any end all right, title, and interest Consuliant may heve in the Work Product
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throughout the world, including without limitation any copyrights, patents, trade secrets, or other
intellectual property rights, all rights of reproduction, all rights to create derivative works, and
the right to secure registrations, renewals, reissues, and exiensions thereof.

A. All information gained or Work Product produced by Consultant in performance of
this Agresment shall be considered confidential, unless such information is in the public domain
or already known to Consultent. Consultant shall not release or disclose any such information or
Work Product to persons or eatities other than City without prior written authorization from the
City Manager, except as may be required by law.

B. Consultant, its officers, employees, agenis or subcoatractors, shall not, without prior
wriiten authorization from the City Manager or unless requested by the City Attorney of City,
voluntarily provide declarations, letters of support, testimony at depositions, response to
interrogatories or other informetion concerning the services performed under this Agreement,
Response (o a subpoena or court order shall not be considered “voluntary” provided consultant
gives City notice of such court order or subpoena.

C. If Consultant, or eny officer, employee, agent or subcontractor of Consultent,
provides any information or Work Product in violation of this Agreement, then City shall have
the right to reimbursement end indemnity from Consultent for any damages, costs and fees,
including attorneys fees, caused by or incurred as & resuit of Consultant’s conducl.

D. Consultant shall prompily notify City should Consultant, its officers, employees,
agents or subconiractors be served with any summons, complaint, subpoena, notice of
deposition, request for documents, intervogatories, request for admissions or other discovery
sequest, court order or subpoena from any party regarding this Agreement and the services
performed thereunder. City retains the right, but has no obligation, to represent Consultant or be
present at any deposition, hearing or similar proceeding. Consultant agrees to cooperate fully
with City and to provide City with the apportunity to review any response to discovery requests
provided by Consultant. However, this right to review any such response does not imply or
mean the right by City to control, direct, or rewrite such response.

SECTION 13 - SUSPENSION OF SERVICES

City may, at any time, by ten (10) days wrilien notice suspend further performance by
Consultant. All suspensions shell extend the time schedule for performance in a mutually
salisfactory manner and Consultant shall be paid for services perfarmed and reimbursable
expenses incurred psior to the suspension date.

4- w

Consultant shall keep itself informed of and comply with all applicable federal, state and
local laws, statutes, codes, ordinances, regulations and rules in effect during the tesm of this
Agreement. Consultant shail oblain any and all licenses, permits and authorizations necessary to
perform the services sel forth in this Agreement. Neither City, nor any elecled or appointed
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boards, officers, officials, employees or agents of City, shall be liable, st law or in equity, as a
result of any failure of Consultant to comply with this section.

- w VI
During the performance of this Agreement, Consuliant agrees as follows:

A. Equs] Emplovigent Opportunity. In connection with the execution of this Agreement,
Consultant shall not discriminate agsinst any employeo or applicant for employment because of
race, religion, color, ancestry, age, sexual orientation, physical handicap, medical condition,
marital status, sex, or national origin. Such actions shall include, but not be limited to, the
following: employment, promotion, upgrading, demotion, or transfer; recruitment or recruitment
advertising; layoff or termination; rate of pay or other forms of compensation; and selection for
training including apprenticeship.

B. Nondiscrimination Civil Righls Act of 1964. Consultant will comply with all federal
regulations relative 1o nondiscrimination to federally-essisted programs.

In all sohcttahons, en.hr.r by compehuve bnddmg or negol:nhons. made by Consultant for
services to be performed under a subcontract, including procurement of materials or leases of
equipment, cach potential subcontractor, supplier, or lessor shall be notified by Consultant of
Consultant’s obligations under this Agreement and the regulations relative to nondiscrimination.

SECTION 16 - RECORDS

A. Records of Consultant’s direct labor costs, payroll costs, and reimbursable expenses
pertaining to this project covered by this Agreement will be kept on a generally recognized
eccounting basis and made available to City if and when required for a period of up to 3 years
from the date of Consultant's final invoice.

B. Consultant's records and design calculations will be available for examination and
audit if and 28 required. The cost of any reproductions shall be paid by City.

SECTION 17— COOPERATION BY CITY.

Al public information, data, reports, records, and maps as are existing and available to
City as public records, and which are necessary for carrying out the services as outlined in the
Exhibit A, “Scope of Services”, shall be fumished o Consultant in every reasonable way to
facilitate, without undue delay, the services to be performed under this Agreement,

SECTION 18 - NOTICES

All notices required or permitted to be given under this Agreement shall be in writing end
shall be personally delivered, or sent by facsimile or first class mail, addressad as follows:
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To City: City Manager
1480 Main Street
St, Helena, California 94574

To Consuliant: Hansford Economic Consulling
Catherine Hansford
P.O. Box 10384
Truckee, CA 96162
530-412-3676
Cetherine@hansfordecon.com

Notice shall be deemed effective on the date personally delivered or transmitted by
facsimile, or, if mailed, three (3) days after deposit in the custody of the U.,S. Postal Service,

SECTION 19 - TERMINATION

A. City may terminate this Agreement, with or without cause, at any lime by giving ten
(10) days written notice of termination to Consultant. If such notice is given, Consultant shali
cease immediately all services in progress.

B. If either Consultanl or City fail to perform any material obligation under this
Apgreement, then, in addition to any other remedies, either Consultant, or City may terminate this
Agreement immediately upon written notice.

C. Upon tenminstion of this Agreement by either Consultant or City, ali property
belonging to City which is in Consultant’s possession shall be delivered to City. Consultant shall
fumish to City a final invoice for services performed and expenses incurred by Consultant,
preparced as set forth in this Agreement.

SECTION 20 - ATTORNEY FEES

If litigation or other proceeding is required to enforce or interpret any provision of this
Agreement, the prevailing party in such litigation or other proceeding shall be eatitled to an
award of reasonable attorneys® fees, costs and expenses, in addition to any other relief to which it
may be entitled. In addition, any legal fees, costs and expenses incurred to cnforce the
provisions of this Agreement shall be reimbursed to the prevailing party.

SECTJON 21 -~ ENTJRE AGREEMENT

This Agreement, including the aulached Exhibits, is the entire, complete, final and
exclusive expression of the parties with respect to the matiers addressed therein and supersedes
all other agreements or understandings, whether ora! or written, or entered inlo between
Consultant and City prior to the execution of this Agreement. No statements, representations or
other egreements, whether oral or written, made by any party which are not embodied herein
shall be valid and binding unless in writing duly executed by the parties or their authorized
representatives.
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This Agreement shall be binding on the heirs, executors, administrators, successors and
assigns of the parties. However, this Agreement shall not be assigned by Consultant without
written consent of the City.

SECTION 23 ~- CONTINUITY OF PERSONNEL

Consultant shall make every reasonable effort to maintain the stability and continuity of
Consultant’s staff assigned to perform the sexvices required under this Agreement. Consultant
shall notify City of any changes in Consuliant’s staff assigned to perform the services reguired
under this Agreement, prior to any such performance.

SECTION 24 - DEFAULT

In the event that Consultant is in default under the terms of this Agreement, the City shall
not have mny obligation or duty to continue compensating Consultant for any services performed
after the date of default and may terminate this Agreement immediately by written notice to
Consultant,

SECTION 25 - WAIVER

Waiver by eny party to this Agreement of any term, condition, or covenant of this
Agreement shall not constitute a waiver of any other term, condition, or covenant. Waiver by
any party of any breach of the provisions of this Agreement shall not constitute a waiver of any
other provision, nor a waiver of any subsequent breach or violation of any pravision of this
Agreement. Acceptance by City of any work or services by Consultant shall not constitute a
waiver of any of the provisions of this Agreement.

SECTION 26— LAW TO GOVERN: VENUE

This Agreement shall be interpreted, construed and governed eccording to the laws of the
State of California. In the event of litigation between the parties, venue in state trial courts shall
lie exclusively in the County of Napa. In the event of litigation in a U8, District Court, venue
shall lie exclusively in the Northem District of Califomia, in San Francisco.

SECTION 27 - SEVERABILITY

If any term, condition or covenant of this Agreement is declared or determined by any
court of competent jurisdiclion to be invalid, void or unenforceable, the remaining provisions of
this Agreement ghall not be affected thereby and the Agreement shall be read and construed
without the invalid, void or unenforceable provision(s).
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SECTION 28 - SPECJAL PROVISIONS
This Agreement is subject to the following special provisions: none.
TN WITNESS WHEREOF, the parties hereto bave accepled, made, and executed this

Agreement upon the terms, conditions, and provisions above siated, the day and year first above
written.

Consultant: City:

By: By:

Name: Name: Jennifer Phillips
Title: Title: City Manager
Approved as to Form;

By:

Name: Thomas B, Brown
Title: City Atiorney

Page 100l 10
Haasfond Econgoie Cansoliing




CTION 28 ~ Cl VISIONS

This Agreement i¢ subject to the following special provisions none.
IN WITNESS WHEREOF, the parties heret> have accepted, made, and executed this

Agreement upon the terms, conditions, and provisionz above stated, the day and vear first above
writtes,

Consultent 4/ M
\!ame
Tille: L CI 74 L

Txtle Cny Atmme}
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Exhibit A

Scope of Services and Schedule

Scope of Services

The rate studles will be bullt in Microsoft Excel, giving the abllity to test varlous key
assumptlons such as operating reserve levels and rate structures. AW assumptions used In
the model will be clearly defined, and tables will be presented in an easily understandable
format, A baseline scenario will be developed, which will serve to evaluate the impact of
changes from alternative rate structures, changing City policies, and/or measure the impact
of rate increases.

The Study will be conducted in ten tasks. Each task Is detailed below.

Task a: Project Initiation and Management

Under this task, HEC will coordinate with staff to collect the base data necessary to conduct
the study. HEC will pravide the City with a list of data information and needs. HEC will work
with staff to ensure good quality data Is used in the rate studies. Upon receipt and review of
the data HEC will meet with staff to discuss key factors driving the need for rate
adjustments for each utility including regulatory requirements, water supply and/use
patterp changes, City policies, and legislative mandates. Financial goals and policy
objectives, such as asset replacement and funding, of the City’s utllity enterprise funds will
be reviewed as they will shape the devalopment of the financial models and
recommerciations of the Study.

This task also Includes time for project management from inception to completion of the
Study.

Meetings: {1} Staff meeting & tour of facilities
Deliverobles: Data and information List

Task 2: Cost Classification and Customer Profiling

HEC will review the current cost classifications used by the City and may make suggestions
to change the methodology or may recommend continued use of the current methodology.
Cost allocation Is based on use characteristics of customers and will be determined by
customer usage profiling. HEC will use historical demand and billing data as well as Industry
standard factors to provide customer usage profiles by customer type, The current rates
schedules will be examined for alignment with current City goals and objectives and fit with
customer usage patterns.

Meetings: {0)
Deliverables: None
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Task3: Financing Strategy

Through the capital improvements planning process the City identifies projects that wil
likely need to be constructed over the next five years, Under this task, HEC will summarize
the CIPs as provided by the City and wili present a financing strategy to ensure the facilities
are completed In a timely fashlon, while minimizing the impact to rate payers and the
development community such that economic competitiveness is not harmed., HEC will rely
on Informatian from the City’s engineers to allocate cost of the CIP between existing and
future customers. The Exce! madels will be able to evaluate the impact of several funding
options (such as low interest [oans, bond sales and so forth) for capital improvements.

Meetings: (0}
Deliverables: None

Task 4: Revenue Requirement Projection

The projected revenue requirement Is the revenue necessary to fully cover all expenditures
net of other operating and non-operating revenues. A projection of revenue deficiency will
be conducted by comparing the existing level of operating and non-operating revenues with
projected annual expenditures. Operation and maintenance expenses may be projected
using historical annual percentage Increases, or some other index, such as a consumer price
Index; projection methodology will be discussed with staff. Expense Item categorles, such as
uthlity costs and labor costs, wifl be projected independently. Projected annual costs may
also Include other non-operating cost considerations, such as an operating reserve, rate
stabliization fund, or additional funds to meet debt service coverage requirements.

Non-operating revenues, such as interest revenue, connection charges, and other
miscellaneous revenue sources, will be included as credits In the analysis so that the
revenue requirement Is not over-estimated.

Meetings: {0)
Deliverobles: None

Task 5: Cost of Service Analysis

Once the projected revenue requirement [s established, It Is aliocated to user groups based
on cost classification {collection or treatment plant casts for wastewater, customer or
demand costs for water) and customer usage characteristics (flow and load for wastewater,
and water demand patterns for average and peak usage). The customer usage factors are
determined based on the customer profiling exercise. HEC Incorporates the effect of price-
elasticity into the future water and wastewater use projection,

The cost allocation analysls feads to a calculation of monthly user rates for the enterprise
funds such that they are adequately lunded for existing and projected futura costs and that
the rates are based on the demand fer service by each customer type. By establishing a
basis and relation between the cost of service and the demand for service by each customer
type, the requirements of Proposition 218 will be fully met.
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Meetings: (1)
Dellverobles: Progress meeting with staff

Task 6: Rate Design Analysis

The current rate structure will be assessed and alternative rate structures examined. New
and/for alternative customer classifications, and proportion of charges collected as flat rate
versus variable rate will be recommended If appropriate to fit with City objectives. The
recommended rate structure wili be determined with Input from staff and a stakeholder
group (potentially) given the City’s billing system capabllities, public understanding of utility
blils, and other stakeholder concerns.

Considerable time will be spent in this task evaluating the effact of different rate structures
on developed pollcy objectives for water and wastewater, induding operations, water
conservation, recent legal interpretations of Proposition 218, the bill impacts to different
customer groups, and the economic effect / hardship on low-income househaolds.

Meetings: {1)
Deliverables: Progress meeting with staff

Task 7: Cash Flow Projections

Cash flows far each enterprise fund will be presented to ensure sufficiency of funding
through the plan period, demonstrating adequate debt service coverage and reserve levels
are met. Minimum reserve levels will be recommended for each wutility.

HEC will explain how the model works ta staff at an interactive meeting where the model is
displayed on a large screen.

Meetings: 1)
Deliverables: Model review with staff

Task 8: Prepare Reports and Support City Implementation of Rates

HEC will prepare a Joint water and wastewater rate study report unless one utliity study
moves ahead of the other, or it becomes Impractical to put both studies In one report, In
which can separate reports will be prepared. The report{s) will include the methodologles
used, detailed calcutations of rates, findings and recommendations. Draft and final reports
of each study will be provided to the City electronically. Hard coples of the final report will
be provided on request.

HEC will support the City’s Implementation of revised rate schedules by assisting with
drafting the public hearing notice(s}, conducting a public workshop, attending the public
hearing(s), and reviewing drafting resolutions.

Meetings: (3) = Public Workshop, Presentation of Report, and Public Hearing
Deliverables: Draft and Finol Reports




Task g: Stakeholder Group Participation

It has been HEC's experience that the more Involvemeant customers have In the process, the
greater the likelthood of timely implementation of revised rate schedules.

Under this task a stakeholder group representing different customer classes would be
formed. The stakeholder graup would be apprised of project progress and he asked for
Input and feedback on Issues that directly affect them. For example, discussion and Input
from this group would be particularly useful In determining the percentage of revenue
requirement ta be collected through fixed versus variable charges; whether new customer
classes might be warranted, and In ensuring proportionality within the context of
Proposition 218 Is achleved,

Meetings: f2)
Deliverables: Meeting materials

Task20: Presentations / Meetings

Materials necessary for presentations and meetings will be prepared under this task.
Materials may include PowerPoint, handouts, and so forth. This scope of services provides
for up to nine {9) mesatings at the City over the course of the project, not necessarily In this
order;

Data review with staff (Task 1)
Progress mesating with staff {Task 5)
Progress meating with staff (Task 6)
Stakeholder meeting {Task 9)
Stakeholder meeting (Task 9)

Model review with staff (Task 7)
One Public Workshop (Task 8)
Presentation of Draft Report {task 8)
Public Hearlng (Task B)
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Meetings: {3} Total All Tasks
Deliverables: Power Point Presentations

Schedule

The preliminary schedule provides for a draft study or studies (if water and wastewater are
prepared separately) within four months. The schedule assumes that both water and
wastewater studles are completed concurrently and solid engineering estimates for capital
improvements are ready. Following completion of the study are the public workshop,
presentation of the study to City Council for action, and a 45-day public noticing period. An
aggressive timeframe would be to have rates adopted seven to eight months from
commencement of work.




Exhibit B

Cost Proposal

The estimated manpower and associated costs provided hereln assume that HEC conducts the
sewer and water studies concurrently and that the City reaps the benefits of efficlencles and cost
savings assoclated with conducting the studies In this manner.

Estimated Budget

The total estimated cost for this project is $45,910 plus $2,440 for reimbursabie expenses. The total
cost proposal of $48,350 is based on an estimate of staff time by task as shown In Table 1 on the
following page. Reimbursable expenses include any travel-related expenses such as mileage
relmbursement and parking, postage or delivery charges, meals and lodging If necessary, and report
printing.

Cost Estimate Assumptions
» HEC wlil negotiate an authorized budget with the City upon award of work.

s The cost estimate includes vp to nine meatings. Additional meetings, workshops or
presentations will be billed on a time and materlals basls.

¢ Reimbursable expenses are charged with no markup and are included in monthly Involces.

Fee Schedule

Staff hourly ratas are $160 per hour for Catherine Hansford and $75 per hour for clerical support
and travel time. HEC hourly rates are valid until project completion.

HEC charges for services on a cost not-to-exceed basis; therefore, you will only be bllled for the
work completed up to the authorized budget amount. involces are Issued monthly with a brief
description of services performed in the perlod, and are due on receipt.

HEC reserves the right to move budget between tasks, should one task be completed under the
estimated amount, and another task be completed over the estimated amount. If additlonal work is
requested by the City that is beyond the original scope of services, HEC will request authorization
for additional budget.
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Tablea
Estimated Cost for St. Helena Water and Wastewater Rate Study

HEC Total
Task/Item Description Hansford Admin Estimated

Hourly Bllling Rotes $160 S75 Cost
1 Project Initiation & Management 12 15 $3,050
2 Cost Classification and Customer Profiling 30 4 55,100
3 Financing Strategy 12 6 $2,370
4 Revenue Requirement Projections 15 6 $2,850
§ Costof Service Analysls 20 6 $3,650
6 Rate Design Analysis 28 6 $4,930
7 Cash Flow Projections 15 12 43,300
8 Prepara Reports 22 12 $4,420
9 Stakeholder Group Participation 15 12 $3,300
10 Presentations / Meetings {9) 45 77 $12,940
Subtotal Staff Costs 214 156 545,910
Reimbursable Costs $2,440
Total Cast Propasal [1} $48,350

[1] HEC mserves the right to move budget between tasks as necessaty to
complete the scope of work up to the autharized budget emount.






