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Meeting Date: May 20, 2014

To: Honorable Mayor & City Co cii

From: Trish Rhay, Utilities Manage

Subject: Water Utility Operations and Revenue Requirements for FY
2014/15

Attachments: 1. Resource Forecasting Tool — Water Distribution Division
2. 5 Year Financial Forecast

INTRODUCTION

This report provides an overview of the current operational and financial performance of the City
of Beverly Hills’ Water Enterprise Fund. Included is staff’s review of operational performance
related to water production and distribution as well as current and forecasted revenues and
expenditures of the Utility. Also included is the proposed Water rate package for Fiscal Year
2014/15.

DISCUSSION

Operations - Water Supply

Water Supply management is a function of two major factors, water source management and
conservation.

The current conservation program targets water education and reduction of loss in the system.
Staff is working closely with the Public Works Commission to develop an ongoing public
outreach and education program. The initial focus is developing a public messaging system
that will utilize multiple venues to reinforce the user’s awareness of the need to conserve.

There are basically two types of water loss within the system: Leaks within the City’s water
storage and delivery system resulting from age or damage and leaks that occur within a
customer’s private system. Water losses from leaks in the City’s infrastructure affect every
customer and increase the cost of service. Currently the City has approximately a 7% water
loss (fairly low) within its system. An aggressive mainline rehabilitation program over the last
few years has significantly contributed to the relatively low loss rate.

For our residents who experience loss within their private system, Public Works Services (PWS)
has implemented two new programs focused on water loss reduction. Staff utilizes the
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automated meter data to identify, notify and assist residents of potential water leaks.
Additionally, the City is upgrading the web-based program that allows customers to access,
review and manage their water usage.

Water supply management is a critical function for the Water Utility. The City receives 90% (9
million gallons! day) of its water supply from Metropolitan Water District. The remaining 1
million gallons/ day or 10% of the water supply is currently produced from the City’s wells and
processed in the City’s treatment plant. The following chart illustrates the decline in the
treatment plants production levels over the last 10 years, showing a slow but consistent decline
in water production.

Water Production Trends
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The City’s existing well yields are the greatest challenge to increasing production. Currently the
City only operates the wells 5 days per week, yielding approximately one million gallons per
day. This restriction is to maintain adequate groundwater levels in the City’s aquifer.

The Public Works Services Department has started the process of developing a Water
Enterprise Plan. This plan will focus on creating the City of Beverly Hills water portfolio, to be
implemented over the next 10 years. It is the intent of the Water Enterprise Plan to accomplish
the following:

1. Analyze, recommend and establish the major business practices outlined below as
well as any others identified through this planning process:

a. Short and Long Term Water Supply Development (Imported & Groundwater)
Policy

b. System Demand Management Policy

c. Growth Management Policy

d. Water Rights Assessment

e. Water System Improvement Program (WSIP) Development

f. Cost of Service Recovery Policy

2. Formally document the City of Beverly Hills Water Enterprise Plan including goals,
policies and direction, including a ten (10) year Action Plan.

3. Identify and detail the Capital and Operational projects/programs necessary to achieve
the overall Water Enterprise Plan.

4. Develop 10 Year Financial Plan.
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Operations - Water Distribution

While serving a relatively small area, the City requires a complex distribution system in order to
safely supply drinking water. The system has 11 active reservoirs, 13 pressure zones, 56
pressure control valves and 150 miles of distribution mainline.

Proper preventative and reactive maintenance is essential to ensure safe pressure and flow
throughout the system. Over the last 9 months the Utilities Division has been working on
analyzing the current maintenance strategies, system performance and staffing levels. It is
important to analyze different service level scenarios to understand and quantify the resources
needed to manage different levels of risk.

Using this data, along with field crew performance standards, a resource forecast can be
created. Attachment I shows the resource forecasting spreadsheet developed for the Water
Distribution Division for the service level and workload projection proposed in the 2014/15 rate
and budget.
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Financial Requirements

The Water Utility has worked with Administrative Services and the Public Works Commission
over the last few months to evaluate the current financial performance and various 5 year
revenue projections.

The Water Utility continues to hold an AAA rating from Fitch Financial Rating Agency. This
rating is directly tied to strong financial policies adopted by the City of Beverly Hills. These
policies include a 50% operating reserve, a highly cash financed capital program and adequate
rates to provide for current operations as well as capital maintenance to the system.

Staff and the Public Work Commission, are recommending a one year rate package for Fiscal
Year 2014/1 5.

The one year recommendation focused on immediate needs that are independent of, or support
to, the Water Enterprise Plan. Listed following are the proposed additions to the 201 3/14 base
budget.
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O&M

Capital

WWIII Positions (3)
WWII Positions
Locating Position (1)
Infor (Hansen)
Backflow Device Inventory
Pickup Trucks

O&M Total

Shallow Ground Water Well
Greystone Rehab

The additions are necessary as a result of increased regulatory requirements, the service level
gaps identified in the Distribution section and preparation for the final Water Enterprise Plan.

Metropolitan Water District notified all member agencies that the average rate increase for
Calendar Year 2014 was 5% and that the Calendar Year 2015 average increase will be 1.5%.
However, each city’s rate varies based on the type and quantity of water purchased. Because
Beverly Hills purchases treated water the actual rate Beverly Hills will experience is projected to
be 3.6%.

Based on all of the above factors a 2% rate increase for Fiscal Year 2014/2015 is
recommended. Attachment 2 shows the five year financial projections after incorporating all of
the adjustments previously discussed.

Drinking Water is the only enterprise fund that will be requesting a rate increase for 2014/15.
Staff is recommending a 0% rate package for Solid Waste, Wastewater and Stormwater in
2014/15 and 201 5/1 6.

FISCAL IMPACT

The recommended 2% increase will provide the necessary revenue to meet anticipated
expenditures, cover debt service and budgeted capital maintenance expenditures and maintain
the required operating reserves and debt coverage necessary for the City’s strong fiscal
performance.

RECOMMENDATION

Authorize staff to move forward with recommendations in this report and complete required
ordinances, notifications and approvals.

George Chavez
Approved By

$
$

325,000
251,553

$
$

17,017

$
33,334

$

Title Water

Capital Total $ 2,500,000

200,000
98,400

$ 925,304

$
$

2,000,000
500,000
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Resource Forecasting Spreadsheet



Mainline Breaks

Proposed
Mainlines

Service Leaks
Dead End Flushing
Leak Detection Pro ram
Unilateral Flushing & Val~ Exercise

Air Vac Ins .ection

Air Vac Replacement
CIa Val~ Inspection
CIa Vah~e Rehab
Val~ Replacement

Steel Reser~oir Cleaning
Cold Water Res Cleaning
4AlSunset Res Cleaning

Valves

Meters
Water Meter & Fire senAce Installs
Large Meter Rehab
Meter gasket or curb stop replacement
Water Meter Maintenance Lg Meter Accuracy
Meter Box Replacement

Customer Service

Leak Notification

25

24
3D

0
135

50

56
14
24

5

2
3

72
25
60
86
23

2600
0

Std
Rates

Lbr Hrs
Plan (includes
WO 1 3 Load)

Reserviors

HC
1920

Hrs/Yr

1.0

0.6
0.0
0.0
1.2

0.1

0.2
0.2
1.8

0.2
0.2
0.2
0.2Greystone/~odland Res Cleaning _________

5.3
1.8
0.3
0.4
0.2

0.9
0.0

3260 28,540 14.9
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Reque~ed Projected Projected Projected Projected
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year

14115 15116 16117 17/18 18119
Operating Revanues 39,532,171 40,670,860 41,919,301 43,146,088 44,407,492

Operating Expense 30,098,476 31,169,899 32,352,714 33,513,143 34,492,803

Net from Operations 9,433,695 9,500,961 9,566,587 9,632,944 9,914,689
Plus Beginning Fund Balance 22,481,866 22,404,062 23,603,523 24,458,609 25,230,053
Plus Bond or Other Financing

Funds Available 31,915,562 31,905,023 33,170,109 34,091,553 35,144,742

Capital Projects 7451,500 4,876,500 5,126,500 5,126,500 4,626,500
Debt Ser~ce P~ncipal 2,060,000 3,425,000 3,585,000 3,735,000 3,900,000

Oper Rs~ & Cap Rplcmnt 22,404,062 23,603,523 24,458,609 25,230,053 26,618,242

8 e 0 e 18901 9 201 207 1 5 09
estñcted (Debt es r~e 2,7 7,338 2 737,338 2,737,3 2,737,338 2,737,338

Restñcted (Ca ital Piojects
Capital Replacement 696,619 1,326,977 1,595,888 1,763,570 2,529,885

TOTAL 22,404,062 23,603,523 24,458,609 25,230,053 26,618,242


