
TO: 

FROM: 

SUBJECT: 

City Council Staff Report 

DATE: April 2,2014 

AGENDA ITEM NO: New Business 
Agenda Item 6-A. 

The Honorable Mayor and City Council 

Chu Thai, Director of Management Services 

Choose proposed rates for water, wastewater and solid waste for Fiscal 
Year 2014-15 through Fiscal Year 2018-19 

RECOMMENDATION: 
It is recommended that the City Council: 

1. Choose proposed water rates for FY 2014-15 to FY 2018-19; 

2. Choose proposed wastewater rates for FY 2014-15 to FY 2018-19; 

3. Choose proposed solid waste rates for FY 2014-15 to FY 2018-19; and 

4. Take such additional, related, action that may be desirable. 

EXECUTIVE SUMMARY: 
The September 2012 engineering study titled Water System Financial Evaluation and 
Water Rate Recommendations proposed water rate increases to support a $99.9 million 
water capital improvement program. A January 2014 engineering study titled 
Wastewater Collection System Master Plan Update proposed sewer rate increases that 
supports $12.8 million in sewer system repairs and rehabilitation for the 35% of the 
City's sewer system that was analyzed. This does not address the 65% of the sewer 
system to be yet analyzed. Staff analysis shows solid waste enterprise fund expenses 
exceeding revenues by $1 million. This requires a 15% solid waste rate increase to 
balance the budget. These reports were presented at the March 19, 2014, City Council 
meeting. They are also available for review at the Management Services' Support 
Services Division and the City's website. 

A Proposition 218 approval process is required to before proposed rate increases 
become effective. The City may increase water, wastewater and solid waste rates not to 
exceed the proportional cost of the service attributable to the parcel, and for a maximum 
of five years. Staff should conduct another rate study within five years to assure that 
current rates generate adequate revenues to support the water, wastewater and solid 
waste systems. 

BACKGROUND: 
Proposed Water Rates 
The existing water rates, which have been unchanged since October 1, 2009, generate 
approximately $10.6 million annually. Water rates must be adjusted to generate $14 
million-$20 million per year to repair, replace or rehabilitate the water system. 
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The 2012 Water System Financial Evaluation and Water Rate Recommendations report 
proposed three alternative rate increases to support the $99.9 million water capital 
improvement program. They all propose similar meter charges for September 2014. A 
fixed meter charge provides revenue stability needed to maintain water system 
operations. The three rate alternatives vary in proposed consumption charges, affect 
consumers differently and provide different Capital Improvement Project ("CIP") 
outcomes. 

Alternative 1 would construct $8.3 million per year in CIP using a pay-as-you-go 
system. This alternative would complete the $99.9 million CIP within 12 years. 
Alternative 1 will increase the average residential water bill from $28.82 to $75.01 per 
month, based on a 5/8" or 3/4" water meter and 12 units of water consumption per 
month. One unit is 748 gallons of water. After the initial rate increase, Alternative 1 
proposes annual rate increases of 3% to keep up with inflation. A 3-tier ascending block 
consumption charge is established for the single-family residential customers, and a 
constant rate is set up for all other customers as below. 

,If' ~ " City of Monterey Park 
Alternative 1 - $8.3 Million Annual CIP 

Sept Sept Sept Sept Sept 
2014 2015 2016 2017 2018 

EXPENDITURES 
Water Operations 7,976,000 8,215,280 8,461,738 8,715,591 8,977,059 
Water Treatment 3,815,000 3,929,450 4,047,334 4,168,754 4,293,816 
CIP 8,000,000 8,240,000 8,487,200 8,741,816 9,004,070 

Total Expenditures 19,791,000 20,384,730 20,996,272 21,626,161 22,274,945 

REVENUES 
Service Charges 4,220,000 4,346,600 4,476,998 4,611,308 4,749,647 
Consumption + Treatment 15,886,000 16,362,580 16,853,457 17,359,061 17,879,833 

Total Revenues 20,106,000 20,709,180 21,330,455 21,970,369 22,629,480 

Fund Balance 315,000 639,451 793,635 1,317,884 1,672,380 
Annual Rate Increases 1.03 1.03 1.03 1.03 1.03 

Average Monthly Water Bill $75.01 $77.26 $79.58 $81.97 $84.42 

Alternative 2 would construct $5.3 million per year in CIP using a pay-as-you-go 
system, and complete the $99.9 million CIP within 19 years. Under Alternative 2, a 
Monterey Park residential water customer will pay on average $9.76 less per month 
($65.25 versus $75.01) than someone under Alternative 1. However, this alternative 
also reduces the water fund's revenues by approximately $3 million per year. 
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I City of Monterey Park 
I Alternative 2 - $5.3 Million Annual CIP 

Sept Sept Sept Sept Sept 
2014 2015 2016 2017 2018 

EXPENDITURES 
Water Operations 7,976,000 8,215,280 8,461,738 8,715,591 8,977,058 
Water Treatment 3,815,000 3,929,450 4,047,334 4,168,754 4,293,816 
CIP 5,000,000 5,150,000 5,304,500 5,463,635 5,627,544 

Total Expenditures 16,791,000 17,294,730 17,813,572 18,347,980 18,898,418 

REVENUES 
Service Charges 4,220,000 4,346,600 4,476,998 4,611,308 4,749,647 
Consumption + Treatment 12,695,721 13,076,593 13,468,890 13,872,957 14,289,146 

Total Revenues 16,915,721 17,423,193 17,945,888 18,484,265 19,038,793 

Fund Balance 124,721 253,183 385,499 521,784 662,158 
Annual Rate Increases 1.03 1.03 1.03 1.03 1.03 

Average Monthly Water Bill $65.25 $67.21 $69.22 $71.30 $73.44 

For informational purposes, the chart below compares the current and proposed 
average monthly water bills for single family residential accounts (5/8" and 3/4" meter 
with 12 units of water consumed each month) . Monterey Park's average monthly bills 
include the meter charges, consumption charges and water treatment charges. 

M .. tw.t Rt C umclpa a er ae ompanson - R 'd t' t eSI en la 
Existing Sept Sept Sept Sept Sept 5 year 

Water AQency Bill 2014 2015 2016 2017 2018 CIP 
MPK Alternative 1 

$28.82 $75.01 $77.26 $79.58 $81.97 $84.42 
$42.5 

$8.3 M/yr CIP million 
MPK Alternative 2 

$28.82 $65.25 $67.21 $69.22 $71.30 $73.44 
$26.5 

$5.3 M/yr CIP million 
California Water 

$53.52 
Service Company 
Golden State Water 

$54.05 
Company 
San Gabriel Water 

$55.31 
Company 
City of Covina $60.71 
City of Alhambra $46.36 
City of South 

$61.79 
Pasadena 
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Lon arison of Water Rate Alternatives - Residential 
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Proposed Wastewater Rates 
A January 2014 engineering study titled Wastewater Collection System Master Plan 
Update provided the City with a comprehensive assessment of Monterey Park's 
wastewater system. The report proposed $12.8 million in wastewater CIPs within a 10 
year timeframe, and based it on analysis of 35% of the wastewater system. Staff and 
consultant estimate total CIP costs to be significantly higher, given the age and 
condition of the City's sewer system. As more sewer lines are inspected, additional CIP 
projects will be identified, and rates will be examined for additional adjustment. 

The City's current sewer charge is $0.0810 per 100 cubic feet of water used, and 
generates approximately $300,000 per fiscal year. The September 2012 engineering 
study titled Sewer System Financial Evaluation and Sewer Rate Recommendations 
proposed transitioning from a consumption based wastewater rate towards a customer 
and meter sized based fixed sewer rate. Staff recommends a fixed rate for wastewater 
because it provides more steady revenue collection. 
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For informational purposes, the chart below compares the current average monthly 
sewer bills for a single family residential (5/8" and 3/4" meter) account. Monterey Park's 
current sewer charge is $0.081 per unit of metered water used. Monterey Park's 
proposed sewer charge will be based on the type of customer and size of water meter 
used. 

M .. IW, t t R t C umclpa as ewa er ae am Danson - R 'd t' I eSI en la 
Existing Sept Sept Sept Sept Sept 5 year 

Wastewater Charge Bill 2014 2015 2016 2017 2018 CIP 
City of Monterey $1.86 $7.69 $10.00 $12.50 $14.00 $15.68 $12.8 
Park million 
City of Alhambra $11.93 
City of South $12.92 Pasadena 
City of Azusa $11.18 
City of Downey $7.08 
City of Whittier $7.06 

Staff proposes completing the $12.8 million in wastewater CIP within five years, since it 
only addresses 35% of the sewer system. Part of the sewer capital program includes 
video inspection of the remaining 65% of sewer pipelines. The additional inspection will 
likely point out new problems in the system. Aside from repairing the identified problems 
in the system, the City should have financial reserves set aside to prepare for future 
repairs. 

Proposed Solid Waste Rates 
The Fiscal Year 2013-14 Mid Year Review Report presented by staff projects FY 2014-
15 refuse fund revenues at $5.8 million and operating expenses at $6.8 million. This $1 
million net loss in the refuse fund supports the need to increase solid waste rates by 
15%. Existing solid waste rates have been unchanged since October 1, 2009. 

For informational purposes, the chart below compares the current and proposed 
monthly solid waste bills for residential accounts with one 96 gallon trash and one 96 
gallon recycle containers. 

M .. IS/,dW, t Rt C umclpa 01 as e ae am Danson - R 'd t' I eSI en la 
Existing Sept Sept Sept Sept Sept 

Agency Bill 2014 2015 2016 2017 2018 
City of Monterey 

$19.54 $22.47 $23.15 $23.84 $24.55 $25.29 Park 
City of Alhambra $21.45 
City of South 

$40.84 Pasadena 
City of Azusa $22.16 
City of Downey $17.27 
City of Whittier $21.92 
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Notice of Public Hearing 
Attachment 1 is a draft notice that will be mailed to Monterey Park property owners and 
utility users. After the City Council chooses the proposed utility rate for consideration , 
staff will work with the City Attorney to finalize the notice. 

FISCAL IMPACT: 
Water revenues may increase up to $10 million per year to support water system 
repairs . Wastewater revenues may increase approximately $2.5 million per year to 
support sewer repairs. Solid waste revenues may increase by $1 million per year to fully 
offset solid waste expenses. 

Respectfully submitted by: 

Chu Thai 
Director of Management Services 

APPQ~,,--~ 
Paul L. Talbot 
City Manager 

ATTACHMENT: 
1. Draft City of Monterey Park Notice of Public Hearing 
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ATTACHMENT 1 
Draft City of Monterey Park 

Notice of Public Hearing 
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CITY OF MONTEREY PARK NOTICE OF PUBLIC HEARING ON PROPOSED 
CHANGES IN WATER WASTEWATER AND SOLID WASTE CHARGES 

Typical single family residential customer has 5/8" or 3/4" water meter and consumes 12 units of water per 
month. Customer has one 96 gallon trash and one 96 gallon recycle container. 

COMPLETE RATE SCHEDULES AND PROPOSED INCREASES FOR EACH APPLICABLE 
UTILITY BY CUSTOMER TYPE ARE SHOWN ON THE ATTACHED PAGES. 

-1-
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The water rate is a combination of a fixed meter charge plus a consumption charge calculated by units (748 
gallons) of metered water usage. The meter charge is dependent on type of property and meter size. The 
consumption charge varies depending on how much water is consumed. There is also a water treatment charge 
calculated as a percent of meter charge plus consumption charge. The wastewater rate is a fixed charge based on 
type of property and meter size. For solid waste rates, single family residential solid waste rates are based on the 
type and size of solid waste containers. Solid waste charges for multi-family trash bins are based on the number 
of pick-ups per week. 

D I Protest the proposed water rate increase 
D I Protest the proposed wastewater rate increase 
D I Protest the proposed solid waste rate increase 

Print Name: ----------------------------- Sign Name: ____________________________ _ 

-2-
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Meter Size 
5/8 or 3/4" 
1" 

1 1/2" 
2" 
3" 
4" 
6" 
8" 

Water Meter Charge 
Existing Sept Sept Sept 

Rate 2014 2015 2016 

$12.63 $20.30 $20.91 
$13.67 $33.83 $34.84 
$21.53 $67.67 $69.70 
$27.71 $108.27 $111.5~" 
$55.48 $203.01 $2S9. lIO i' 
$91.72 $338.34 ~34'8; 49 1 

/

(,... I TI 
$280.07 $676.69 11$6~~.9~ 

$700.44 $1,082.70'lflll$lI tl il5~ 18 
111'11 WI If' 

Sept 
2018 

85 
$38.08 
$76.16 

$121.86 
$228.49 
$380.80 
$761.62 

$1,218.59 

Alternative 1 - Water Consumption Charge (per unit) 
~.~-'~.-~-

Tier 1 5/8" or 3/4" (6-20 units) 
Tier 1 All other (0-20 units) 
Tier 2 (above 20 units) 

Residential (Based on 5/8" or 3/4") 

1111/ 

Existing Septennbelil I $eptember Septer.ri'ber 
Rate 20' ~ 5.' 2016 2017 

111
1
' 
$2.92 $3.00 
$3.13 $3.22 
$3.24 $3.33 

$3.24 $3.33 

35% 35% 

Septem 
2018 

$3.10 
$3.32 
$3.43 

$3.43 

One Unit = 748 gallons of water 
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1" 
1 1/2" & 2" 

Mult i-Fami ly 
3/4" 

1" 
1 1/4" 
1 1/2" 

2" 
3" 
4" 

All Meter Sizes 

Existing 
Rate 

\1 
I 

Sept 
2014 

$7.69 
$9.39 

$35.00 
$51.78 
$55.42 

$127.24 

$7.01 

-4-

Sept 
2015 

$45.50 
$67.31 
$72.05 

$165.41 

$9.11 

Sept 
2016 

$56.88 
$84.14 
$90.06 

$206.77 

$11.39 

Sept 
2017 

1$14.00 $15.68 
~1 !71 .09 $19.14 
ITi I h 

"':;lfI1i 11111;,~19.81 
$39.9J ,Ii' $44.72 
$47.85 $53.59 
$78.79 $88.24 

$115.81 $129.70 
$221.86 $248.48 
$568.39 $636.59 
$735.30 $823.53 

$37.29 $41.77 
$55.98 $62.70 
$55.98 $62.70 

$107.91 $120.86 
$273.82 $306.68 
$372.50 $417.20 
$532.15 $596.01 

$1,448.03 $1,621.79 

$63.70 $71.34 
$94.24 $105.55 

$100.86 $112.97 
$231.58 $259.37 

$12.76 $14.29 
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Residential 
96 black / 96 green 
96 black / 64 green 
64 black / 96 green 
64 black / 64 green 
Extra Black 
extra Green 
Roll-out 
Extra Exchange 

Multi-Famil~ Bins 
1 Xper Week 
2 XperWeek 
3 Xper Week 
4 XperWeek 
5 XperWeek 
Special Services 

I 
I ,. 

Existing Sept 
Rate 2014 

19.54 22.47 
19.00 21.85 
18.26 21.00 
17.76 20.42 
4.96 5.70 
3.30 3.80 

15.60 17.94 
25.96 29.85 

165.67 190. 
234.31 

III1III 

-5-

Sept Sept Sept 
2015 2016 2017 

23.15 24.55 25.29 
22.51 1 ~~·88 24.59 
21.63 22.95 23.63 

22.32 22.99 
6.42 
4.27 

20.19 
31.67 33.60 

208.19 ~~~.43 
294.44 303.28 
416.07 428.55 
528.13 543.97 
634.44 653.47 
100.74 103.77 
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