RESOLUTION No. _ 10-217

A RESOLUTION OF THE CITY COMMISSION OF THE
CITY OF KEY WEST, FLORIDA, AUTHORIZING THE
CITY MANAGER TO EXECUTE TASK ORDER 01-10-GEN
WITH RED OAK CONSULTING, A DIVISION OF MALCOLM
PIRNIE, INC., IN AN AMOUNT NOT TO EXCEED
$49,000.00 TO PROVIDE A GENERAL FUND COST
ALLOCATION STUDY; PROVIDING FOR AN EFFECTIVE
DATE

WHEREAS, 1in Resolution No. 09-137, the City executed a Master
Agreement with Red Oak Consulting, a division of Malcolm Pirnie for
financial consulting services; and

WHEREAS, the external auditors recommended development of a
formal cost allocation plan, and the City Commission finds that a
General Fund Cost Allocation Study would provide staff with tools

to begin that process;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF THE
CITY OF KEY WEST, FLORIDA, AS FOLLOWS:

Section 1: That the City Manager is authorized to execute
attached Task Order 01-10-GEN pursuant to Key West City Code of
Ordinances section 2-841 in an amount not to exceed $49,000, which
funds shall come from the City Manager'’s contingency fund.

Section 2: That this Resolution shall go into effect



immediately upon its passage and adoption and authentication by the
signature of the presiding officer and the Clerk of the Commission.

Passed and adopted by the City Commission at a meeting held

this 20  day of July , 2010.

Authenticated by the presiding officer and Clerk of the

Commission on July 21 , 2010.

Filed with the Clerk July 21 , 2010.

CHERYL SMIT@, CITY CLERK

CraIG ATES, MAYOR




THE CITY OF KEY WEST

Post Office Box 1409 Key West, FL 33041-1409 (305) $09-3700

EXECUTIVE SUMMARY

TO: Jim Scholl, City Manager

FROM: Mark Z. Finigan, Asst. City Manager — Administration M
Roger Wittenberg — Finance Director

DATE: June 29, 2010

SUBJECT: Approval of Task Order 01-10-GEN
General Fund Cost Allocation Study

Action Statement:

This resolution will approve Task Order 01-10-GEN for Malcolm Pirnie/Red
Oak Consulting in the amount of $49,000 to plan, develop and deliver a
General Fund Cost Allocation Study and authorize the City Manager to
execute same. The Task Order is executed pursuant to City Code 2-841,
Contracts for Professional Services, and the City’s Master Agreement with
Red Oak Consulting (a division of Malcoim Pirnie - City Commission
Resolution # 09-137) for financial consulting services. Approve the use of City
Manager's General Fund Contingency for the study.

Background;

The City of Key West (City) requires an indirect cost allocation study and
model to account properly for the full cost of those City services it provides to
the non-General Fund activities. Having an accepted allocation method for
assigning overhead or indirect costs to the operating departments provides
the City information to manage better the financial operation and to effectively
pass those appropriate costs onto the final consumer,

To accomplish this project, the goal is to determine appropriate allocations for
each indirect function to be allocated to the City’s six enterprise funds, eight

special revenue funds, and the insurance internal service fund. In addition, the ~—

City desires to develop payments-in-lieu-of-taxes for police and fire service, as~
well as for use of the City’s rights-of-way for water and wastewater services.
To identify and select allocation factors the organization must be surveyed

Key to the Caribbean - Average yearly temperature 77° F.



and reviewed. The model will calculate the full cost to be allocated, but the City may elect to
adopt lower rates if full cost allocation is impractical.

The deliverable for this project will be a report outlining the methodology and the assumptions
used in the model construction. The cost allocation model, built in Microsoft Excel, will be
delivered and staff trained in its use and its modeling capabilities.

Additionally, the City's external auditors have recommended the City conduct such a study.
To follow is the auditor comment:

2009-01: Adopt a Formal Cost Allocation Plan

The City has not adopted a formal cost allocation plan that details the various
methodologies used to support expenditure allocations such as: 1) payments in lieu of
taxes (PILOT) from each enterprise fund to the general fund and 2) charges from the
internal service fund to every fund/department for various insurances. This situation
has caused and may cause future delays in the approval and payment process of
grant funding to the City. We recommend that the management of the City develops a
formal cost allocation plan, reviewed annually, that reflects a measurement of costs
charged to the individual funds/departments.

Scope of Work:

Maicolm Pirnie/Red Oak Consulting will prepare the allocation study as described in the
following scope of work:

Task 1 Deliverables:
Kickoff Meeting minutes
Data request memorandum.

Task 1 Meeting:
Kickoff meeting lasting two hours, and data gathering.

Task 1 City Staff Resource Commitments:
Attend Kickoff meeting
Provide requested data, as available.

Task 2 Deliverables:
List of interview questions.

Task 2 Meetings:
Twelve interviews and approximately 24 hours of group or one-one-one interviews with
selected personnel.

Task 2 City Staff Resource Commitments:

Attend and assist in scheduling interviews. ,.

Provide requested data, as available.



Task 3 Deliverables:
Draft Cost Allocation Plan (provided under Task 4)
Copy of the Draft Cost Allocation Model (provided under Task 4)

Task 3 Meetings:
Up to four (3) one-hour conference calls, as needed to review and discuss questions and
comments pertaining to the development of the preliminary cost allocation plan.

Task 3 City Staff Resource Commitments:
Participate in conference calls as necessary

Task 4 Deliverables:

Draft Cost Allocation Plan

Final Cost Allocation Plan {up to 10 hard copies + electronic version)
Cost Allocation model (electronic version)

Financial Impact:

The lump sum price for this task order will be $49,000. In an effort to ensure the
competitiveness of the proposed lump sum by Malcolm Pirnie, the City secured written
proposals from the two other financial consultants the City had previously entered into
financial consultant service agreements with, COM and HDR. CDM proposed a fump sum of
$49,975 and HDR proposed a not to exceed arrangement of $58,500. In addition to offering
the lowest lump sum proposal, Malcolm Pirnie is considered to have greater experience in
preparing similar studies and clearly understood the fund structure and flow of funds of the
City, adding further assurance the desired objectives of the study will be attained.

Since the subject study was not a Fiscal year 2009-2010 approved appropriation, use of the
City Manager's General Fund Contingency account is recommended. Subsequent to the
final study, it is recommended the various “user” funds reimburse the General Fund based on
the allocable percentages determined by the study.

Recommendation:

Approve Task Order 01-2010-GEN for Malcolm Pirnie/Red Oak Consulting in the amount of
$49,000 to plan, develop and deliver a General Fund Cost Allocation Study and authorize the
City Manager to execute same.
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Task Order 1-10-GEN
General Fund Cost Allocation Study
City of Key West, Florida

The execution of this Task Order by the City of Key West, Florida (the “City”) will establish permission
for Red Oak Consulting, a division of Malcolm Pirnie, Inc (“Red Oak”) to proceed with the scope of work

detailed herein.

The parties agree that the Task Order presented herein shall be performed based on the terms and
conditions established in the Master Agreement to Furnish Financial and Other Consulting Service
(“Master Agreement”) between the City and Red Oak. The project tasks to be completed by Red Oak are
outlined below.

1. Kickoff Meeting

Red Oak will meet with the City staff for a Kickoff Meeting at the City’s offices to confirm the scope,
schedule, and approach outlined in this proposal. The purpose, uses, and goals for the Cost Allocation Plan
will be discussed to ensure that the project meets the City’s current and future needs. During this meeting,
we will clarify any implications that OMB Circular A-87 might have on the project methodology and
discuss the best approach to meeting its requirements. We will also discuss Red Oak’s data needs, which
will be provided in memorandum format prior to the meeting. The kickoff meeting will coordinate the
project schedule with City staff schedules in order to ensure that key milestone dates are met, as well as
confirm our respective team members’ roles and responsibilities and communication needs/protocols

throughout the assignment.

Task 1 Deliverables:
Kickoff Meeting minutes
Data request memorandum.

Task 1 Meeting:
Kickoff meeting lasting two hours, and data gathering.

Task 1 City Staff Resource Commitments:
Attend Kickoff meeting
Provide requested data, as available.

2. Information Gathering and Review, including Interviews

Following the kickoff meeting, and upon receipt of the requested data, Red Oak will review the City’s
financial records (e.g. budget, salaries paid to existing positions, benefit costs) in order to determine
existing and potential cost centers and cost allocation approaches. Other useful documents will include
organizational charts and organizational/program descriptions. The document review will be completed to
understand the City’s current practices related to direct and indirect cost allocation.

Red Oak will then schedule and facilitate group and one-on-one interviews with selected personnel in order

to further our understanding of current operational and direct and indirect cost allocation practices, in order
to select the most appropriate cost allocation approach to utilize for each General Fund function.

Pathways to Lasting Solutions <



Mark Finigan
Assistant City Manager

June 8, 2010
Page 2 of 4

As part of our information gathering and review, we will hold approximately 12 interviews with key City
employees in order to understand the services, both direct and indirect that are provided by the City’s
General Fund. These interviews are anticipated to be held with the following City employees:

e Assistant City Manager

s City Clerk

¢ TFinance representative

e Human Resources representative

¢ Information Technology representative
¢ City Attorney

e Planning Department representative

e Community Service employee representative
¢ General Services representative

¢ Building Services representative

¢ Code Compliance representative

e Port Operations representative

Task 2 Deliverables:
List of interview questions.

Task 2 Meetings:
Twelve interviews and approximately 24 hours of group or one-one-one interviews with selected personnel.

Task 2 City Staff Resource Commitments:
Attend and assist in scheduling interviews.
Provide requested data, as available.

3. Cost Allocation Plan

Red Oak will develop an Excel™-based model that will be the basis for the City’s Cost Allocation Plan.
Ultimately this plan will identify the cost allocation method used to allocate indirect General Fund costs to
the various enterprise, special revenue and internal services funds, and the costs resulting from such
allocation.

Allocation Criteria

Red Oak will work with the City in determining service provisions and cost categories for current City
programs in order to develop the cost allocation plan. Red Oak will also develop allocation criteria to
distribute costs among the City’s departments. Red Oak will use our previous experience as well as work
directly with the City to determine those criteria (for example, the criteria used to allocate IT costs may be
based on the number of computers or servers in each department).

This will ultimately result in developing formulas that will be used in the model to distribute General Fund
indirect costs. These formulas will be used for internal, inter-fund, enterprise, special revenue, and external
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billing and/or costing processes. The cost allocation criteria will also consider approaches such as
payment-in-lieu-of-taxes (PILOT) payments for police and fire service, as well as service fees for the use of
City rights of way.

Two-step Methodology

Red Oak will use a two-step allocation methodology in developing the cost allocation plan, in accordance
with industry standards. The first step identifies all General Fund and categorizes them into direct and
indirect cost categories. These costs are then allocated proportionately to any department that benefit from
the services. The second step isolates the costs that were allocated to any central department and
proportionately reallocates those costs to the remaining operating departments. The purpose of this
approach is to appropriately allocate costs to the City’s operating departments.

Cost Allocation Model Specifications

The cost allocation model will allow for the addition or removal of direct and overhead costs so that the
allocation of costs can be easily modified by the City as necessary in the future. The model will also have
the ability to adjust the cost allocation based on the increase or decrease in future General Fund direct or
indirect costs, and evaluate hypothetical future service enhancements and the ability to calculate the
estimated costs of providing these future services.

Task 3 Deliverables:
Draft Cost Allocation Plan (provided under Task 4)
Copy of the Draft Cost Allocation Model (provided under Task 4)

Task 3 Meetings:
Up to four (3) one-hour conference calls, as needed to review and discuss questions and comments
pertaining to the development of the preliminary cost allocation plan.

Task 3 City Staff Resource Commitments:
Participate in conference calls as necessary

4. Cost Allocation Plan Report

Red Oak will develop a written draft Cost Allocation Plan based on the results of the cost allocation model,
and provide the draft plan and model to the City for review. This report will include a thorough description
of the cost allocation methodology, the rationale behind allocation criteria used, a summary of the findings,
and recommendations including alternatives where applicable. The draft plan will provide an executive
summary of all the major findings and graphic summarizations wherever applicable. The Cost Allocation
Plan will include formulas for distributing indirect costs to operating departments.

Red Oak will submit a draft Cost Allocation Plan to City Staff for one round of review and comment. Red
Oak will incorporate all comments received by staff regarding the draft Cost Allocation Plan. Once all
comments have been addressed, a final report will be prepared and provide to the City.

Task 4 Deliverables:

Draft Cost Allocation Plan

Final Cost Allocation Plan (up to 10 hard copies + electronic version)
Cost Allocation model (electronic version)
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5. City Responsibilities
The City will expeditiously provide all the necessary information to Red Oak, including financial records,
and any other information that may be deemed necessary to complete the General Fund Cost Allocation

Study. City management and staff will be available for interviews and to answer questions pertaining to
operations and the current method of allocating costs.

6. Schedule

The anticipated schedule for the completion of the Task Order will be approximately three months from the
notice to proceed, assuming that the necessary information to complete the study is received from the City
in a timely manner.

7. Cost Estimate

Red Oak will bill the City on a lump sum basis for $49,000. Red Oak will provide monthly invoices to the
City for the work performed. Invoices are due and payable within 30 days after receipt by the Client.

City of Key West RedOakConsnlﬂng,adlvlsionofMalcolmPimie,Inc.

BYJ&M?\& By: Nlje\ Gfo.az
rm:ﬂﬁ{_ﬁﬂmjﬁr Title:__Nite Prasideny

s&um/?,&&m_ Signature: N{_:é—m
Date:

70)’0 Date:___7[t4[2e10
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April 13, 2010
Mark Finigan

Assistant City Manager
City of Key West

626 Josephine Parker Drive
Suite 201

Key West, FL 33040

Re: General Fund Cost Allocation Study Proposal

Dear Mr. Finigan:

Red Oak Consulting, a Division of Malcolm Pirnie, Inc. (“Red Oak”) is pleased to provide
the City of Key West (“City"”) with this proposal for completing a General Fund Cost
Allocation Study. This proposal was prepared based on our recent discussions with the
City regarding the City's desire to complete such a study. The information provided
herein consists of our understanding of the project, our firm qualifications, and a
detailed scope of services and cost estimate for your consideration.

PROJECT UNDERSTANDING
Red Oak understands that the City’'s General Fund consists of several departments
including the following:

e City Commission ¢ Non-Departmental
» City Manager ¢ Community Service
o City Clerk e General Services

e Finance e Police

e Human Resources e Fire

¢ Information Technology e Building Services

o City Attorney e Code Compliance

e Planning ¢ Port Operations

The General Fund incurs expenditures in the range of $38 million annually and is
supported by Ad Valorem tax revenue, charges for services, intergovernmental
revenue, transfers from other funds, and various fees and charges.

The General Fund supports the enterprise funds and internal service funds of the City in
various ways. For example, human resources and information technology provide
support to each of the funds within the City. Red Oak understands that the City is
interested in developing a cost allocation plan that quantifies and captures the cost of

» 2304 Maitland Center Parkway. Suite 244 - Maitland, FL 22751 - T 407-660-1133 F 407-660-9550 ~ www.redoakcensulting.com



Mark Finigan, Assistant City Manager

City Key West
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the services provided by the General Fund to the enterprise funds and internal service
funds. Consideration should be given to the direct and indirect services provided by the
General Fund, as well as other considerations, such as payment in lieu of taxes for
police and fire services, and the use of the City's right-of-ways for water and sewer
services. The enterprise, special revenue and internal service funds of the City are as

follows:

Enterprise Funds:

¢ Sewer Fund
e Stormwater Utility Fund
e Solid Waste Fund

Special Revenue Funds:

» Infrastructure Surtax Fund
¢ [nternal Improvements Fund
s Fort Taylor Surcharge Fund
e Affordable Housing Fund

e Truman Property Fund

Internal Services Funds:

e Insurance Programs Fund

FIRM QUALIFICATIONS

Key West Bight Fund
Transit System Fund
Garrison Bight Fund

Law Enforcement Trust Fund

Bahama Village / Caroline
Street Tiff Fund

Navy Outer Mole Payments
Fund

Red Oak Consulting is the management consulting division of Malcolm Pirnie, Inc. and
focuses on the unigue financial, management, organizational, and information
technology needs of our clients. Red Oak has completed hundreds of financial projects
for city governments and municipalities including cost allocation plans, revenue
requirements analyses, cost-of-service studies, and rate design analyses, from very
large to medium-sized municipalities across the Country.

Red Oak has over 25 rate consultants and analysts dedicated full-time to completing
financial studies for municipalities. In order to best serve our clients, these
professionals operate out of offices strategically located around the country, including
in Orlando, Florida, where the bulk of the work on this project will be completed.

The unigueness of our approach is our ability to identify and understand the nature of
all the services that the City's General Fund is currently providing and could potentially
provide in the future, appropriately allocate costs among departments, and assign
rational estimates of the time it takes to accomplish each task, thereby resulting in an
accurate, cost-based, defensible Cost Allocation Plan for the City.

PATHWAYS TO

LASTING SOLUTIONS




Mark Finigan, Assistant City Manager Aprit13, 2010
City Key West Page 3

Our qualifications include:

Municipal Operations Experience
Extensive Regional Knowledge and Resources
Thorough Understanding of Cost Allocation Plans and User Fee Studies

Financial Leadership

Innovative Excel Modeling Experience

We have assembled an experienced project team with experts in completing cost
allocation plans that meet the requirements of all pertinent legislation, including OMB
Circular A-87. We believe that Red Oak offers an appropriate blend of financial and
managerial skills that can properly allocate costs to appropriate cost centers. Our
proposed project personnel were chosen to specifically meet the City's needs in
completing this cost allocation study. Brief experience summaries for our team
members are presented below.

John Mastracchio, CFA - Project Manager

Mr. Mastracchio has more than a decade of experience as a project manager and senior
financial analyst on various municipal financial projects. His experience includes
financial planning, revenue and cost studies, rate setting, valuations, bond feasibility,
and government consolidation. He has testified before several state public service
commissions as an expert witness in financial and cost matters, is a contributing author
of industry publications pertaining to capital financing and utility management. Mr.
Mastracchio has lead numerous cost allocation and financial studies including cost
allocation studies for the Hudson River Black River Regulating District, NY, the City of
Virginia Beach, VA, Wayne County, MI, and Lee County, FL. Mr. Mastracchio holds a
Masters of Business Administration degree from Cornell University and has earned the
Chartered Financial Analyst designation.

Pat Walker - Technical Advisor

With more than 30 years of experience in local government management and
operations, Ms. Walker has provided a broad array of management and financial
planning services to one of Arizona’s most financially stable cities, Chandler, for 23
years. As the city's Management Services Director she has developed numerous
budgets and capital financing plans, prepared feasibility studies, overseen the city's
human resources, accounting division, purchasing, information management, sales tax
and utilities, risk management, environmental services and fleet operations in addition
to the development and maintenance of numerous financial models. Ms. Walker is also
well versed in municipal regulations issues, having drafted financial policies for
Chandler as well as numerous citywide policies that impact every aspect of city
management.

Michael Francis - Financial Analyst
Mr. Francis is a financial analyst with a focus on municipalities and public utilities. He

PATHWAYS TO LASTING SOLUTIONS
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has completed many financial projects including cost allocation studies, financial
planning studies, and rate and fee studies. Mr. Francis has worked extensively in the
southeastern U.S,, including throughout Florida and Georgia. Mr. Francis holds a
Bachelors degree from the University of Central Florida.

RELEVANT EXPERIENCE AND CLIENT REFERENCES

The Red Oak team has completed cost allocation and other related studies for
numerous municipalities across the United States. The following are key references
that we invite the City of Key West to call upon to obtain direct feedback on our
performance.

City of Huntington Beach
Cost Allocation Plan

Red Oak was retained by the City of Huntington Beach to provide professional
consulting services for a City-wide cost allocation study. Red Oak reviewed Huntington
Beach's existing Cost Allocation Plan and ascertained whether costs within the City's
Public Works Department were being allocated in accordance with industry standards,
including OMB Circular A-87, and the requirements of California's Proposition 218.

The review of the existing Cost Allocation Plan found that it largely met industry
standards and that minor improvements could be made to optimize the allocation of
costs within the department. Red Oak developed an Excel™-based model that extracted
pertinent data from the City’s Cost Allocation Plan and reallocated certain costs within
the Public Works Department, without disturbing how costs should be allocated within
other City departments. The quantitative findings of the model were summarized and
provided in a report, which has been provided as an attachment to this proposal.

Client Reference:

Mr. Howard Johnson

19001 Huntington Street

P.0. Box 190

Huntington Beach, CA 92648
(714) 375-5055

Indio Water Authority

Cost Allocation Plan and User Fee Study

Red Oak developed a cost allocation plan and comprehensive schedule of user fees for
the Indio Water Authority in Southern California. This work was completed in
accordance with applicable local laws, including California Proposition 218 and AB 1600.
The project included four major elements;

& Development of a cost allocation plan specific to the Indio Water Authority to
develop “fully burdened hourly rates” for all employees. These rates ensured that
the Authority's overhead costs were properly reflected in user fees.

# Review of the Authority’s user fee schedule, examination of the Authority's

PATHWAYS TO LASTING SOLUTIONS
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operational practices to identify new potential fees, and a benchmarking survey
of the fees charged by peer agencies.

@ [stimation of the average labor time associated with each identified service/fee.
# Development of a user-friendly Excel™-based model to calculate the "maximum

justifiable"” fees for the comprehensive list of new user fees.

The project included multiple workshops, interviews, and presentations. A copy of the
final report has been provided as an attachment to this proposal.

Client Reference:

Ms. Kelly Smith

100 Civic Center Mall
P.0. Box 1480

Indio, CA 92201
(760) 391-4184

Example Reports

Example reports from our Huntington Beach and Indio Water Authority projects have
been provided as attachments to this proposal submittal.

Additional Clients

Below is a list of some of the Florida clients to whom the Red Oak team has provided
financial consulting services, demonstrating our proven ability to successfully deliver
financial consulting projects to municipal clients of all sizes throughout the state.

City of Daytona Beach, FL ® Collier County, FL
City of Fort Myers, FL ® Emerald Coast Utilities
City of Hollywood, FL Authority, FL

City of North Miami Beach, FL Lee County, FL
City of Sarasota, FL Miami-Dade County, FL

City of Venice, FL Palm Beach County, FL

Broward County, FL Polk County, FL

PROPOSED SCOPE OF WORK AND APPROACH

Red Oak proposes the following scope of work to complete the cost analysis and
develop a cost allocation plan for the City of Key West. Our project approach includes
four major tasks, each of which is described below in more detail.

Task 1- Kickoff Meeting
Task 2 - Information Gathering and Review, including Interviews

PATHWAYS TO LASTING SOLUTIONS
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Task 3 - Cost Allocation Plan
Task 4 - Cost Allocation Plan Report

Task 1 - Kickoff Meeting

Red Oak will meet with the City staff for a Kickoff Meeting at the City's offices to
confirm the scope, schedule, and approach outlined in this proposal. The purpose, uses,
and goals for the Cost Allocation Plan will be discussed to ensure that the project meets
the City's current and future needs. During this meeting, we will clarify any implications
that OMB Circular A-87 might have on the project methodology and discuss the best
approach to meeting its requirements. We will also discuss Red Oak’s data needs,
which will be provided in memorandum format prior to the meeting. Finally, we will
coordinate the project schedule with City staff schedules in order to ensure that key
milestone dates are met, as well as confirm our respective team members’ roles and
responsibilities and communication needs/protocols throughout the assignment.

Task 1 Deliverables:

Kickoff Meeting minutes
Data request memorandum.

Task 1 Meeting:
Kickoff meeting lasting two hours, and data gathering.

Task 1 City Staff Resource Commitments:

Attend Kickoff meeting
Provide requested data, as available.

Task 2- Information Gathering and Review, including Interviews

Following the kickoff meeting, and upon receipt of the requested data, Red Oak will
review the City’s financial records (e.g. budget, salaries paid to existing positions,
benefit costs) in order to determine existing and potential cost centers and cost
allocation approaches. Other useful documents will include organizational charts and
organizational/program descriptions. The document review will be completed to
understand the City's current practices related to direct and indirect cost allocation.

Red Oak will then schedule and facilitate group and one-on-one interviews with selected
personnel in order to further our understanding of current operational and direct and
indirect cost allocation practices, in order to select the most appropriate cost allocation
approach to utilize for each General Fund function.

As part of our information gathering and review, we will hold approximately 12
interviews with key City employees in order to understand the services, both direct and

PATHWAYS TO LASTING SOLUTIONS
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indirect that are provided by the City's General Fund. These interviews are anticipated
to be held with the following City employees:

» Assistant City Manager

e City Clerk

e Finance representative

¢ Human Resources representative

e Information Technology representative
s City Attorney

e Planning Department representative

¢ Community Service employee representative
o General Services representative

o Building Services representative

e Code Compliance representative

e Port Operations representative

Task 2 Deliverables:

List of interview questions.

Task 2 Meetings:

Twelve interviews and approximately 24 hours of group or one-one-one interviews with
selected personnel.

Task 2 City Staff Resource Commitments:

Attend and assist in scheduling interviews.
Provide requested data, as available.

Task 3- Cost Ailocation Plan

Red Oak will develop an Excel™-based model that will be the basis for the City's Cost
Allocation Plan. Ultimately this plan will identify the cost allocation method used to
allocate indirect General Fund costs to the various enterprise, special revenue and
internal services funds, and the costs resulting from such allocation.

Allocation Criteria

Red Oak will work with the City in determining service provisions and cost categories
for current City programs in order to develop the cost allocation plan. Red Oak will also

PATHWAYS TO LASTING SOLUTIONS
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develop allocation criteria to distribute costs among the City's departments. Red Oak
will use our previous experience as well as work directly with the City to determine
those criteria (for example, the criteria used to allocate IT costs may be based on the
number of computers or servers in each department).

This will ultimately result in developing formulas that will be used in the model to
distribute General Fund indirect costs. These formulas will be used for internal, inter-
fund, enterprise, special revenue, and external billing and/or costing processes. The
cost allocation criteria will also consider approaches such as payment-in-lieu-of-taxes
(PILOT) payments for police and fire service, as well as service fees for the use of City
rights of way.

Two-step Methodology

Red Oak will use a two-step allocation methodology in developing the cost allocation
plan, in accordance with industry standards. The first step identifies all General Fund
and categorizes them into direct and indirect cost categories. These costs are then
allocated proportionately to any department that benefit from the services. The
second step isolates the costs that were allocated to any central department and
proportionately reallocates those costs to the remaining operating departments. The
purpose of this approach is to appropriately allocate costs to the City's operating
departments.

Cost Allocation Model Specifications

The cost allocation model will allow for the addition or removal of direct and overhead
costs so that the allocation of costs can be easily modified by the City as necessary in
the future. The model will also have the ability to adjust the cost allocation based on
the increase or decrease in future General Fund direct or indirect costs, and evaluate
hypothetical future service enhancements and the ability to calculate the estimated
costs of providing these future services.

Task 3 Deliverables:

Draft Cost Allocation Plan (provided under Task 4)
Copy of the Draft Cost Allocation Model (provided under Task 4)

Task 3 Meetings:

Up to four (3) one-hour conference calls, as needed to review and discuss guestions and
comments pertaining to the development of the preliminary cost allocation plan.

Task 3 City Staff Resource Commitments:

Participate in conference calls as necessary

PATHWAYS TO LASTING SOLUTIONS
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Task 4 - Cost Allocation Plan Report

Red Oak will develop a written draft Cost Allocation Plan and based on the results of
the cost allocation model, and provide the draft plan and model to the City for review.
The report will include a thorough description of the cost allocation methodology, the
rationale behind allocation criteria used, a summary of the finding, and
recommendations including alternatives where applicable. The draft plan will provide
an executive summary of alf the major findings and graphic summarizations wherever
applicable. The Cost Allocation Plan will include formulas for distributing indirect costs
to operating departments.

Red Oak will submit a draft Cost Allocation Plan to City Staff for one round of review
and comment. Red Oak will incorporate all comments received by staff regarding the
draft Cost Allocation Plan. Once all comments have been addressed, a final report will
be prepared and provide to the City.

Task 4 Deliverables:

Draft Cost Allocation Plan
Final Cost Allocation Plan (up to 10 hard copies + electronic version)
Cost Allocation model (electronic version)

Task 5 City Staff Resource Commitments:

Review and comment on draft Cost Allocation Plan

PROJECT SCHEDULE

Red Oak will commence work immediately upon the notice to proceed from the City. It
is anticipated that this cost allocation study will take approximately three months to
complete, assuming that the necessary information to complete the study is received
from the City in a timely manner.

PROJECT COST

Red Oak proposes to provide this scope of services on a lump sum basis for a fee of
$49,000. The return on the investment that the City can anticipate from engaging Red
Oak in this project will result from our extensive experience and expertise in developing
cost justified, fair and equitable cost allocation plans and financial studies for
municipalities across the County. This successful track record will provide the City with
a tangible return on investment as the City more equitably recovers its General Fund
costs from the departments that benefit from its services.
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Mark Finigan, Assistant City Manager April 13, 2010
City Key West Page 10

Red Oak appreciates the opportunity to work with the City on this important and
strategic project. Should you have any questions regarding our proposal, or require
additional information, please do not hesitate to contact me at (518) 250-7353.

Very Truly Yours,

RED OAK CONSULTING
A Division of Malcolm Pirnie, Inc.

y/ o fanik,

John M. Mastracchio, CFA
Senior Associate
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Executive Summary

The Public Works Department (Public Works) of the City of Huntington Beach (the City)
retained Red Oak Consulting (Red Oak) to provide professional consulting services for a
Water/Wastewater Utility Cost Allocation Study. This study was conducted in order to
review the City’s existing Cost Allocation Plan (CAP) and ascertain whether costs with
Public Works Department (Public Works) are being allocated in accordance with the
requirement of California’s Proposition 218.

A Cost Allocation Plan (CAP) identifies and distributes support service costs such as,
Human Resources to operating departments that benefit from these services. A CAP
provides a clear method to develop budgets and also promotes equitable sharing of
support costs from all divisions. Red Oak reviewed the methodology of the existing City
CAP (conducted in May 2005) and found that it largely met industry standards and that
minor improvements could be made (specifically the allocation of costs within Public
Works). Specifically, Red Oak found that PC costs should be allocated based the number
of computers in each division (rather than the number of employees), the allocation of
vehicle maintenance costs should consider the type of vehicles in each division (not just
the number of vehicles), and fuel costs should be paid directly by enterprise funds (rather
than through the CAP).

Red Oak reallocated the PC and vehicle maintenance-related costs within Public Works
based on the recommendations above. The cost allocation increase for the water and
sewer funds is $118,902 (Fund 507 Water Master Plan and Fund 210 Sewer). The cost
allocation decrease for the water and sewer funds is $99,001 (Fund 511 Sewer Service
Fund and Fund 506 Water). It must be noted that these values were taken from the 2005
model and that current day values should be escalated by appropriately 12.25%.

Therefore, the total combined increase in transfer to the General Fund by the Sewer and
Water Enterprise funds is $19,901. After escalation, the total combined increase in
transfer to the General Fund by the Sewer and Water Enterprise funds is $22,341.

Red Oak recommends that the suggested modifications to the allocation of PC-related
costs and vehicle maintenance costs be implemented as part of the City’s current update
to the CAP. Red Oak also recommends that fue] costs be paid directly by divisions (ie.
removed from the City CAP). It is likely that the Sewer and Water Enterprise funds are
paying too little for fuel through the City’s current cost allocation. Paying for the fuel

directly will ensure that these expenditures are properly paid.
_‘j
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1 Introduction

1.1 Purpose

The Public Works Department (Public Works) of the City of Huntington Beach (the City)
retained Red Oak Consulting (Red Oak) to provide professional consulting services for a
Water/Wastewater Utility Cost Allocation Study. This study was conducted in order to
review the City’s existing Cost Allocation Plan (CAP) and ascertain whether costs with
Public Works Department (Public Works) are being allocated in accordance with the
requirement of California’s Proposition 218.

1.2 Acronyms

CAP......... Cost Allocation Plan

DCAP........ Direct Cost Allocation Plan (second step of a City CAP)
ICP........... Indirect Cost Plan (first step of a CAP)

IT............ Information Technology

FTE......... Full-time Equivalent (employee)

GIS........... Global Information System

PC............ Computer (from “Personal Computer”)

PRM......... Public Resource Management Group

11
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2 General Overview on Cost
Allocation Plan

2.1 Cost Allocation Plans Defined

A Cost Allocation Plan (CAP) identifies and distributes support service costs such as,
Human Resources or Information Technology (IT) support to operating departments that
benefit from these services. The difference between a support service and operation
service is that the latter provides direct services to the public, such as street maintenance
or water service while the support service provides indirect services that allow the
organization to function. In a CAP, the cost of support services are allocated to operation
departments based on a cost driver rationale. For example, the cost of providing human
resource services is driven by the number of employees in a given operating department.
Likewise, the cost of IT support can be allocated based on the number of computers
within operating departments.

2.2 Types of Allocation Plans

There are two steps that are taken when conducting a CAP. The first step is the Indirect
Cost Plan (ICP), which identifies and distributes the costs of services provided by
centrally located support departments (such as a city’s human resources department,
financial services, or legal counsel) to the operations departments. The second step, a
Direct Cost Allocation Plan (DCAP), distributes the administrative and support services
incurred within a performing department, together with the service costs allocated to it
under the ICP, to the operation divisions within that same department.

For the purpose of this study, Red Oak has accepted the results from the ICP element of
the City CAP and recalculated certain distributions within the Public Works DCAP. The
reason for this, and the methodology used, is addressed in Section 3.

2.3 Value of Cost Allocation Plans

In addition to documenting the allocation of costs, a CAP has other benefits and
advantages. A CAP provides a clear method to develop budgets and also promotes
equitable sharing of support costs from all divisions. A CAP eliminates arbitrary methods
that can be used to account for direct costs and establishes a creditable fiscal practice of
recognizing support costs. CAPs also promote the use of up-to-date, integrated grantee
accounting systems and procedures so that shared direct and indirect costs can be
identified and allocated across all divisions. F inally, a CAP demonstrates compliance
with California Proposition 218, which is a law that requires voter approval for increases
in general taxes, assessments, and certain user fees. While public utilities (such as the

- *a
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City’s Water and Wastewater Divisions) are exempt from the voting requirement,
Proposition 218 protects utility customers by emphasizing the requirement of a nexus
between the cost to provide service and the price that is paid by customers receiving that
service. A proper CAP provides a defensible justification for transfers from the water
and sewer enterprise fund to the General Fund based on the cost of providing support
services needed for these enterprise funds.

- LN 3
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3 Initial Findings and Methodology

3.1 City CAP Review Findings

A Red Oak memorandum is provided as Appendix A, which summarizes the
methodology of the City CAP and provides suggestions for improvements. In general,
Red Oak found that the City CAP largely met industry standards and that minor
improvements could be made. Specifically, Red Oak found that the ICP methodology
was without significant fault but that the DCAP element, as it related to Public Works,
had opportunities for refinement.

3.2 Project Approach

Based on the project team’s understanding of the City CAP, it was decided that Red Oak
would attempt to refine the Public Works DCAP. This decision to focus on the Public
Works DCAP was reinforced by the fact that the ICP cannot be modified without a
“ripple affect” on the cost allocations from the ICP to other City departments.

It is important to stress that the budget numbers used in this study are based directly on
the values found in the existing City CAP model dated May 2005 by Public Resource
Management Group (PRM). This study describes suggested improvements to the Public
Works DCAP and uses the City CAP budget values by way of demonstration. Future
budgets should be based properly escalated values or the most recently updated City
CAP, whichever is appropriate.

3.2.1 Specific City CAP Findings and Solutions

Red Oak’s recommendations regarding improvements to Public Work’s DCAP were
summarized in a memorandum dated F ebruary 6, 2007. There were three cost categories
that Red Oak suggested to “reallocate” within Public Works. The following summarizes
Red Oak’s findings and proposed improvements:

1. Computer (PCs) Costs were allocated by the DCAP of the City CAP to the Public
Works Admin division, which was subsequently allocated to the operations divisions
based on the number of full-time employee equivalents (FTEs). Red Oak has
reallocated these costs to the divisions based on the number of PCs within each Public
Works division.

2. Vehicle Maintenance Costs were allocated by the DCAP of the City CAP to Public
Works divisions based on the number of vehicles in each division. Red Oak has
reallocated these costs based on the number of different types of vehicles (and
associated maintenance costs) in each division. The costs associated with vehicle
maintenance were refined by specifying the type of vehicles in each division, and the
average maintenance cost associated with each type of vehicle.

»
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3. Fuel Costs were allocated by the DCAP of the City CAP based on the number of
vehicles in each Public Works division. Red Oak recommends that fuel costs be paid
directly by divisions (i.e. removed from the City CAP). For the purpose of this study,
the City CAP allocation of fuel has not been modified because Red Oak assumes that
Public Works will eventually remove fuel costs from the City CAP and allocate those
costs directly to divisions (or at a minimum the enterprise divisions) based on actual
usage. The City’s existing technology and fuel cards have the capability of assigning
actual fuel charges directly to City divisions.

3.2.2 Other Assumptions

In reviewing the City CAP, a number of additional opportunities for improvement were
identified. These findings, as follows, were largely found to be insignificant for purposes
of a CAP.

* Parks and Landscape Maintenance Division — A central service is provided by this
division by providing landscaping services at other Public Works division facilities.
The cost of maintaining landscaping at Division facilities, however, was assumed to
be insignificant due to the small size of these properties as compared to the rest of the
area that is maintained as part of standard operations.

* Tree Maintenance — A central service is provided by Maintenance Operations in the
form of tree service at other Public Works division facilities. The cost of servicing
these trees was assumed to be insignificant due to the small number of trees as
compared to the total trees serviced as part of standard operations.

* Street Maintenance — It was assumed that the cost of asphalt materials will continue
to be a direct pass-through expense for divisions.

3.3 PC Cost Allocation Methodology and Data

Red Oak was provided with the following data in Table 1 regarding the distribution of
PCs within the divisions of Public Works.

Table 1 - PC Data

" Public Works Division _ No. of PCs
Administration _ 8
Engineering 36
Maintenance and Operations 52
Sewer 9
Transportation 7
Water ' 52
, 7 Tofl 164"
:.o.:.' RE[DAK City of Huntington Beach, Califomia 3.2
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These division categories do not match up perfectly with the divisions as listed by the
City CAP, therefore some of the PCs were divided evenly into multiple divisions. For
example, the 9 PCs listed under sewer were divided evenly between “Fund 210 — Sewer”
and Fund 511 — Sewer Service Fund.” The PC costs in the City CAP were nested in the
Public Work Admin budget. Specific PC-related costs included “New Implementation”,
“Internet/Intranet”, and “Server Management.”' These costs were identified and removed
from Public Work Admin budget (see Table 4) then allocated to those Public Works
divisions with PCs, proportionately based on the number of PCs within each division (see
Table 5 at the end of this section).

3.4 Vehicle Maintenance Methodology and Data

Red Oak was provided with data containing the number of specific vehicle types within
the divisions of Public Works. Each of these vehicles was accompanied by its most
recent maintenance costs. Based on this data, Red Oak grouped the vehicles into three
categories:

A. Light vehicles and trucks,
B. Heavy vehicles and specialty equipment, and
C. Construction/large equipment.

The maintenance costs associated with each category was analyzed and an average
maintenance cost number was calculated, along with a relative weighted value. As
shown in Table 2, the least expensive vehicles to maintain are in Category C (the largest
vehicles) while the most expensive are in Category A (light vehicles).

Table 2 - Weigh

2 =

ted Vehicle Maintenance Costs by Category

i

The total cost from the City CAP “Fleet Management” (see Table 3 at the end of this
section) was then allocated based the number of vehicles and vehicle types within each
Public Works division. The total for the number of vehicles in a specific category was
multiplied by the weight assigned in Table 2, these new “weighed vehicle equivalences”

' Note that “Utiligy” and “Mainframe Conversion” are also PC-related but the costs were found to be
insignificant.

-
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were totaled, then the Fleet Management costs were reallocated based on the distribution
of “equivalent vehicles.” The final results for these weighted vehicle maintenance cost
allocations are shown in Table 3.

3.5 ICP Cost Identification

The ICP costs related to PCs and Vehicle Maintenance were taken from the original City,
which disaggregated these costs into support service departments. Table 4 (at the end of
this section) shows how these costs were disaggregated. The final column shows the
total for each category; including the total Public Works vehicle maintenance cost (row
41 - $465,198) and the total Public Works PC-related costs (row 43 - $103,283).

3.6 Final Allocation

Table 5 shows the reallocation of PC and vehicle maintenance-related ICP costs with the
new DCAP allocation method for the Public Works Department. Based on the
information taken from Table 4, Table 5 shows the City ICP broken into three
components: 1) correctly allocated values (column C), 2) incorrectly allocated costs for
Vehicle Maintenance (column D) and 3) incorrectly allocated costs for PCs (column E).
With these costs isolated, Red Oak reallocated the PC costs based on the number of
computers in each division (as shown in Table 1) and the vehicle maintenance costs
based on the weighted equivalent vehicles (as developed in Table 3). The new allocation
bases are shown again in Table 5, columns F and G. Columns H and I show the
quantified allocation cost, and column J shows the new total allocation for each division.
Lastly, columns K and L provide a comparison between the original City ICP allocation
and the new recommended allocation.

-
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Cost Allocation Study

4 Findings and Recommendations

4.1 Findings

The new allocation values that were calculated for Public Works are summarized in
Table 5 column K. The most notable cost allocation increases were:

= Recreation Facilities Maintenance - $171,164

» Fund 507 Water Master Plan - $65,771

= Development Services — $57,988

= Signal and Light Maintenance - $53,416

=  Fund 210 Sewer - $53,131, and

= Street Sweeping - $49,308.

The most notable cost allocation decreases were:
» Park Maintenance - ($117,317)
= Street Maintenance - ($69,165)
= Street Tree Maintenance - ($56,682)
= Fund 511 Sewer Service Fund - ($50,174), and
= Fund 505 Water - ($48,827).

The total combined increase in transfer to the General Fund by the Sewer and Water
Enterprise funds is $19,901. It should be noted that since the time that the City CAP was
conducted in May 2005, the allocation values have been increased by the City to meet
standard price escalation. For example, it is estimated that the Sewer and Water related
costs, as a whole, have been escalated by 12.26%?. Applying this escalation to the total
combined increase in transfer to the General Fund by the Sewer and Water Enterprise
funds (as stated in Section 4.1) gives $22,341.

4.2 Recommendations

In reviewing the City CAP, Red Oak identified opportunities for a variety of
improvements. Three of these opportunities were deemed to be material improvements,
while the rest were deemed to be insignificant within the context of the Public Works
budget. Red Oak recommends that the suggested modifications to the allocation of PC-
related costs and vehicle maintenance costs be implemented. Red Oak also recommends
that fuel costs be paid directly by divisions (i.e. removed from the City CAP). It is likely

? Per conversation with City staff
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Appendix A: Review of City’s Full Cost Allocation Plan

that the Sewer and Water Enterprise funds are paying too little for fuel through the City’s
current cost allocation. Paying for the fuel directly will ensure that these expenditures are
properly paid.

Red Oak understands that the City is currently engaged in a new City CAP; therefore, we
recommend that the findings from this report be considered while developing that new
CAP.
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Cost Allocation Study

5 Appendix A: Review of City’s
Full Cost Allocation Plan

The Public Works Department (Public Works) of the City of Huntington Beach (the City)
has retained Red Oak Consulting (Red Oak) to provide professional consulting services
for Water/Wastewater Utility In Lieu and Cost Allocation Study. As part of our scope of
services and in order to better understand current allocation practices at the City, Red
Oak has reviewed the City’s existing Cost Allocation Plan (City CAP), dated May 2005
by Public Resource Management Group (PRM). The following document summarizes
the documents that Red Oak was provided and has reviewed to date as well as our
understanding of how the City CAP model worked. Red Oak has also provided
suggestions for potential improvements that the City may choose to make to the
allocation methodology in future City CAP efforts.

Documents Reviewed
Red Oak was provided two version of the City CAP:

1. One hardcopy of the model data dated May 2005, and
2. One Microsoft (MS) Excel electronic copy of the model data entitled “cost
allocation plan pgm group.xls.”

It should be noted that the MS Excel version contained only “hard” values and had no
functionality. As a result, the actual functionality of the model had to be inferred based
on seeming relationships between values and based on our best professional judgment of
how the model may have functioned.

Model Functionality Findings

In the interest of clarity, “central services” in this report refers to any City function that is
designed to provide support to another City department or function. All other
departments and functions are “operating services.” Direct costs refer to those costs that
are created directly by a particular division, while indirect costs refer to those costs that
are generated by other central service divisions and allocated to another division.

In reviewing the model data, it appears that PRM used a “two-step” cost allocation
methodology. Such a two-step allocation is an industry standard and is the recommended
approach. Generally speaking, a two-step allocation first identifies all central service
costs and allocated those costs proportionately to any divisions that benefit from the
services. The second step isolates the costs that were allocated to a designated central
service division and proportionately reallocates those costs to the remaining operating
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Appendix A: Review of City’s Full Cost Allocation Plan

departments. The purpose of this approach is to maximize the allocation of costs to the
City’s operating divisions.

In the City CAP model, there is a so-called “First Allocation” and a “Second Allocation”,
which generally correspond to the first and second steps of a two-step allocation. The
following is a step by step explanation our understanding of the City CAP model. In the
interest of clarity, we will refer to specific data from two example departments: the City
Clerk Administration Division and City Attorney Administration Division. Appendix B
provides a “snapshot” of the data for these two divisions from The City CAP model. We
occasionally reference a cell or range of cells as presented in Appendix B.

First Allocation for central service divisions:

1.

The total direct costs (i.e. salaries, supply & services, and operating expenditures) of
the central services division (D308 for City Attorney) is added to the total of all
“First Incoming” costs (C501) to make the First Allocation Total (E543). First
Incoming costs are defined below.

If the central service division has more than one function (such as is the case for City
Clerk Administration), the First Allocation Total is divided into each function based
on what Red Oaks assumes to be time estimates provided by City Clerk
Administration employees”. For example, City Clerk Administration weights the
amount time spent between four of its five functions: Elections, Records
Management, Passport and Council (D18 to H18). The time spent on the fifth
function, General Admin, is spread out between the four functions that provide
services to other divisions so that the costs can be allocated accordingly.

The (potentially divided) First Allocated Total is then allocated to divisions one of
two ways.

a. It may be allocated directly to a specific division such as for the City Clerk
Admin’s “Elections” function costs, which are allocated directly to the
Elections division (E207).

b. It may be allocated proportionately to all divisions that benefit from the
division’s services, based on a rationale that is specific to the function.
For example, the City Clerk Admin’s “Council” function is allocated to 15
separate divisions (including itself) based on the number of City Council
agenda items generated by each division (C235 to D250). The rationale
for allocating these costs should be logically connected to the cost drivers
for each function. In the City Attorney Admin’s case, the costs are
allocated to division based on time estimates provided by employees
(C507 to D540). The allocation rationales that are employed by the model
for each central service function are summarized in Appendix A. It may
also be noted that the allocation of a division’s direct costs to other
divisions (C507 to E541) creates First Incoming indirect costs for other
divisions.

" This is an assumption on our part and could actually be based on timesheet records.

-e
sst REIDAK City of Huntington Beach, California

oe
:" (INULTI-NG Water / Wastewater Cost Allocation Study

- A FITIZISN OF CALEWLN FIOMK 5925003

5-4




Appendix A: Review of City’s Full Cost Allocation Plan

Both First Incoming and Second Incoming refer to indirect central service costs. First
Incoming indirect costs are calculated as part of the First Allocation (see Step #3 above).
Second Incoming indirect costs are calculated as part of the Second Allocation (see Step
#4 below).

Second Allocation for central service divisions:

1. The Second Allocation starts by assembling all of the First Incoming indirect costs
and Second Incoming indirect costs for the division from all other applicable City
divisions (E501).

Similar to Step #2 of the First Allocation, in some cases (such as City Clerk Admin)
the divisional indirect costs (i.e. those costs that are allocated to the division from
other central service divisions) are divided into the division’s functions based on the
employee time estimates used in the First Allocation (E44 to H199).

3. The indirect costs for the division (or division’s functions, if applicable) are summed
and the First Incoming indirect costs are subtracted to get the Second Allocation
Total (D501 and D199).

4. Similar to Step #3 of First Allocation, the Second Allocation Total may either be
allocated directly to a division (such as for the City Clerk Admin’s “Elections”
functions as previously described), or allocated to various divisions based on the
rationales described in Step #3 of First Allocation (such as for City Attorney
Admin). Allocation of a division’s indirect costs to other divisions creates the
Second Incoming indirect costs for other divisions.

5. The sum of the First Allocation Total and Second Allocation Total make up the Full
Cost Allocation for each division (D551 to D585 and G260 to G281).

&

Based on our review of these data, and noting our limited ability to understand the
model’s actual functionality, Red Oak finds that the City CAP model follows a correct
and recommendable methodology. The remainder of this memorandum will address
potential improvements or refinements to the allocation rationales that were utilized by
the model.

Allocation Rationale

The allocation of the central service costs to operating divisions is determined by two
factors: 1) identifying a quantifiable variable that correlates with the costs drivers for the
central services divisions (such as number of employees served by the human resources
department) and 2) the availability of such data. Appendix A provides a summary of all
such allocation rationales that were used in the City CAP model. The following is a
summary of the categories that were used:

Direct costs

®
» Usage of building area (measured in square feet)
e Number of City Council agenda items generated by a division
+ Amount of time spent by employees based on estimates
» Amount of time spent by employees based on work orders
o Division budget
e ‘e R El n m K N " . .
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Appendix A: Review of City’s Full Cost Allocation Plan

« Division expenditures

« Division revenue

» Number of payroll checks

e Number of full-time employee equivalents (FTEs)
» Number of accounts

o Interest income per fund

» Number of account transfers per fund
e Number of classifications

o Number of requisitions

e Number of contracts

o Number of setups and changes

o Number of impressions

» Percentage of equipment usage

+ 10 year loss history (safety)

e Number of PCs (personal computers)
e Number of Hardwares (computer related)
e Number of JDE users

o Number of users

o Number of radios

o Number of telephones

o Number of GIS users

e Number of vehicles

Recommendations

1.

Organizational Structure - The City’s organizational structure has changed since the
time that that the City CAP model was developed. The functions and responsibility
of each division are important for correctly allocating costs to other divisions based
on actual services. The next City CAP model will need to reflect the changes in name
and function of divisions.

Time Estimates — There are indications that the allocation of costs based on time
spent on certain functions (or for certain divisions) is based on employee estimates.
For example, the City Attorney Administration uses time estimates to allocate costs to
some 34 divisions. If possible, it may be more accurate and more defensible to use
actual employee timesheets to account for employee workloads.

Vehicle Maintenance ~ The City CAP model uses the number of vehicles owned by
served divisions to allocate Fleet Management costs. This methodology may not be
optimal because the number of vehicles does not necessarily correlate with services
costs. Similarly, mileage data would not be appropriate because certain vehicles
(such as backhoes) don’t incur wear based on their mileage. A better metric would be
the number of services provided for each division, although this data may not be
readily available. Perhaps a feasible improvement would be to use the number of
vehicles in each division within a certain vehicle type category (such as light duty,
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Appendix A: Review of City’s Full Cost Allocation Plan

10.

heavy duty, and special use). The average costs of servicing each type of vehicle
would be estimated and proportional responsibility could be inferred.

Grounds Maintenance — The allocation of ground maintenance appears to be based on
the number of square feet of the building associated with the grounds. While the
actual grounds area would be more accurate this data may not be readily available.
Using the perimeter of grounds may be an improvement over the current approach.

Tree Maintenance- It does not appear that the cost of tree maintenance on City
property is allocated in the City CAP model. Based on discussion with City staff, we
understand that the cost associated with maintaining trees on City properties (as
compared to maintaining the trees for the City public spaces such as parks) is
insignificant.

Street Maintenance — It does not appear that the cost of asphalt work and street
maintenance for City facilities is included in the City CAP model. We understand
through conversations with the City that the material cost for street and parking lot
repairs are a direct pass-through to the requesting division. The labor costs associated
with the work, however, are not allocated. Red Oak recommends that the labor costs
be allocated to respective divisions based on the relative amount of work provided to
each division over the course of the past five years.

IS - Servers - The City CAP model uses the number of PCs owned by divisions to
allocate certain costs but doesn’t account for the number of computer servers.
Servers are arguably a more direct cost driver and should be included in the next City
CAP.

IS - Major Software — The cost of supporting major software uses, such as GIS,
AutoCADD, SCADA and others) are not allocated in the City CAP model. Based on
discussion with City staff, we understand that the cost associated with supporting
these software programs is insignificant.

Human Resources — The City CAP model assumes that Human Resource division
costs are driven by the number of full-time employee equivalents (FTEs) in each
department. This implies that the costs of human resource services are not
significantly impacted by divisional differences in characteristics such as personnel
growth, personnel tumnover, recruitment activities, disciplinary proceedings,
employee grievances, labor relations activities, worker’s compensation
claims/payouts, occupational H&S exposure reduction programs, or any other
measure of employee issues. Based on conversations with the City, Red Oak agrees
with this approach.

Accounts Payable and Accounts Receivable —The costs associated with this work are
allocated based on the issuing division’s budgets when in fact this might not be the
best corollary of the cost drivers. Since the organization has changed we will discuss

-

s REODDAK , |
* "_ CONSULTING Water / Wastewater Cost Allocation Study ~’1 s
L |

{‘ »
City of Huntington Beach, California ' \) 5.7

R ORGE WA

A DIVIEISK OF LALEOLE FIERIE 5925003




Appendix A: Review of City’s Full Cost Allocation Plan

this issue in the context of the current structure. The cost for the (new) Fiscal
Services division should be allocated between operating and central services, since
the division serves to issue utility invoices (a central service for the utilities) and
business licenses (an operating function). Based on conversations with the City, Red
Oak suggests that 10% of the Fiscal Services costs be allocated back to itself as an
operations expense and 90% of the costs be allocated to the benefiting utility
divisions as a central service. The central services costs should be allocated to
divisions based on the number of invoices that they generate. Furthermore, the costs
the Water, Sewer, and Refuse utilities should be split equally (i.e., one-third each)
since the three utility charges are sent on a single consolidated bill.
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Cost Allocation Study

(Appendix A to Full Cost Allocation Plan Review)

The following table is a summary of the allocation rationales that were applied towards
each function of each central service division. Note that “Direct Identified” means that
the associated cost was allocated to one specific City division rather than to multiple

divisions.
Dept, ¥ THIVISION OR FUND FUNCTION ALLOCATION RATIONALE
HONTHLY REPORTS RELATIVE BUDGET SI2E FOR GENERAL PUND GNITS
BUDGEY ARELATIVE BUCGET SIZE PER SUBINESS UNITEUND
4 (35204 BUDGEY & RESEARCH QUARTEALY REPORTS FELATIVE BIDGET SiZE PER SUSIRESS UNIT/FUND
SDE PROCESS UWRER AELATIVE BUDGET SIZE PER BUSINESS UNFTEUND

YEAZ EHD RECONCH

RELATIVE BUDGEY SIZE PER BUSINESS UMITPUND

3

50T HUMAN RESIDEIRCES ADRN

RECRUITMENT & RETENTION

pom—
DIRECT IDENTIFED

EMPLOYEE TRANSACTIONS

) EMPLOYEE RELATIONS DIRECT IGENTIFIED
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FEPROGRAPHICE
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EOUIP REPLACEMENT PROG COST UF ECUIP PER DEPT
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e P - - =T
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Appendix A: Review of City’s Full Cost Allocation Plan

Degt, # DIVISION OR FUND FUNCTION ALLOCATION RATIONALE
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Appendix A: Review of City’s Full Cost Allocation Plan

(Appendix B to Full Cost Allocation Plan Review)

The following tables are a snapshot from the City CAP model for City Clerk
Administration and City Attorney Administration. These tables are referenced in this
memorandum for purposes of illustrating the models functionality.
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IWA Comprehensive Service Fee Study

1 Introduction

1.1 Purpose

The Indio Water Authority (IWA) retained Red Oak Consulting (Red Oak) to provide
professional consulting services for a Comprehensive Service Fee Study. IWA is
interested in developing a comprehensive list of Service Fees that are set at levels that
reflect the true cost of providing the services related to Service Fees and comply with the
requirements of AB 1600 and Proposition 218. This study reviewed IWA’s existing
Service Fees, identified new Service Fees where appropriate, and calculated the
maximum-justifiable rates for all Service Fees.

The purpose of this study is to identify the true cost of Service Fee-related activities,
thereby establishing the maximum-justifiable rate that can be charged for a particular
service. Per California regulations, no Service Fee should be burdened with costs that
cannot be directly or indirectly linked to that service. This analysis does not address
monthly water service rates, but rather non-reoccurring, voluntary services that are not
necessarily used by all customers. A common example is the fee for shutting-off water
service.

1.2 Project Background and Scope

IWA has not undertaken a detailed cost of services study since May 28, 1997 (Resolution
No. 6086), since which time the Service Fee structure has not been modified. Service
Fees should be reviewed on a regular basis and adjusted in accordance with established
IWA policies regarding Service Fee cost recovery. Typically a detailed study, such as
this, is undertaken every 3-5 years with cost escalation adjustments in the intervening
years.

Prior to developing this report, Red Oak performed the following general scope of
services:
= Review of the City of Indio’s (City) existing Cost Allocation Plan;
= Review of existing City and IWA Service Fees;
= Development of an updated and comprehensive schedule of Service Fees and
related maximum-justifiable rates; and
= Comparative Service Fee survey of three local water purveyors.

The study was performed under the general direction of the General Services Manager
and Management Analyst.
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2 Methodology

Red Oak used the following methodology to develop the attached comprehensive list of
Service Fees:

Reviewed the City’s Cost Allocation Plan;

Developed a complete list of Service Fees;

Developed an IWA Cost Allocation Plan;

Calculated Fully Burdened Hourly Rates for operations employees by title;
Developed time and material cost estimates for Service Fee services; and
Calculated the maximum-justifiable Service Fee rates.

SN e e

2.1 Review of City Cost Allocation Plan

A cost allocation plan identifies and distributes support service costs such as, Human
Resources or Information Technology (IT) services to operation functions that benefit
from those support services. The costs associated with support services are allocated to
operation functions based on a “cost driver rationale”. For example, the cost of providing
human resource services is usually driven by the number of employees in a given
operating department. Similarly, the cost of IT support can be allocated based on the
number of computers within operating departments.

As a precursor to developing the IWA Cost Allocation Plan, Red Oak reviewed the
existing City Cost Allocation Plan to understand the rationale behind the amount paid by
IWA to the City for support services. Based on Red Oak’s review, the City Cost
Allocation Plan had the following opportunities for improvement:

1. The only “cost driver rationale” used by the City Cost Allocation Plan are budget
values, implying that budgets are the sole driver for the cost of providing support
services. Industry standards recognize that other factors may have a more logical
relationship with the cost to provide those Internal Services.

2. The City Cost Allocation Plan methodology does not include information on the
sources of funding for each department. In the event that a Line Department is
receiving funds from a special funding source outside of the General Fund the
reciprocal costs cannot be passed on as a cost to other departments.

* o1 REDDAK . .
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2.2 Comprehensive List of Service Fees

Red Oak reviewed a number of City documents to identify all existing fees pertaining to
IWA services. These documents included:

= City Resolution No. 6683

= IWA Resolution No. 2006-32

= IWA Resolution No. 6086

= City Council Agenda Report — Resolution Establishing Updated Public Works
Processing Fee, dated July 5, 2006

After establishing the existing Service Fees, Red Oak identified a number of existing
services that are currently being provided by IWA without direct charges to beneficiaries.
The potential new Service Fees were identified based on conversations with IWA staff
and by reviewing IWA’s standard operating procedures (“Development Services
Procedural Guidelines, September 2007”).

2.3 IWA Cost Allocation Plan

Service Fees are calculated by determining the labor and material cost of providing a
given service. The labor cost is determined by quantifying the amount of time spent by
employees to deliver a particular service, then multiplying that time by that employee’s
“Fully Burdened Hourly Rate.” Fully Burdened Hourly Rates reflects the total costs
associated with an employee’s time by considering Direct Costs, IWA Indirect Costs, and
City Allocation costs. Red Oak developed an IWA Cost Allocation Plan that quantified
and allocated these costs to individual operations employees, then calculated an average
Fully Burdened Hourly Rate for specific job titles.

Direct Costs — For purposes of this study, Direct Costs consisted of the salary and
benefits of operations employees (those working directly to provide Service Fee
services). Benefits included health care, Medicare, PERS, social security, life insurance,
long-term disability, uniform costs, and automobile allowance. The Personnel line-item
from the budget ( Table 1, row 1) is a close approximation to the Direct Costs; however
the two values aren’t perfectly reconciled and have a 0.18% discrepancy between the
two. For purposed of this study, the calculated Direct Costs from Error! Reference
source not found. was used to calculate the overhead multiplier and, hence, the Fully
Burdened Hourly Rates.

Indirect Costs — For purposes of this study, Indirect Costs consisted of internal IWA
administrative costs. These costs were taken directly from IWA’s 07/08 Operations
budget and are summarized in Table 1. Indirect Costs are made up of the salaries and
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benefits of administrative employees (row 1), Administrative Fees (row 2), Legal Fees
(row 3), Supplies (row 8), and Equipment Replacement (row 13). The proportion of
these costs allocated to Overhead' versus Operations was determined through
conversation with IWA staff. Operation expenditures that were identified as being paid
entirely by monthly water service rate revenue include Professional Services, Promotions
and Conservation, Regulatory Fees, Utilities, Capital Equipment, Lease Agreement, and

Debt Service.

Table 1 — Overhead vs. Operations Cost Allocation

07/08 Budget - Operation Expeditures

A B C D E
1 [Personnel $ 3,413,368 33% 67% | $ 1,120,342 [$ 2,293,026
2 |Administration Fees 647,503 20%  80% 129,501 518,002
3|LegalFees 60,000 100% 0% 60,000 — =
4 |Professional Services 105,700 0% 100% - 105,700
5 |Promotions and Conservation 18,500 0% “100% - 18,500
6 |Regulatory Fees 939,550 0% 100% . 939,550
7 |Utilities ] 2,039,300 0% 100% -] 2,039,300
8 [Supplies B 1,037,000 5% 95% 51,850 985,150
9 |Capital Equipment _ 325,000 | 0% 100% . 325,000
10|Lease Agreement 1,159,274 0% 100% - = 1,159,274
11|Debt Service 891,689 0% | 100% | -1 891,689
12|internal Service Transfers 1,391,532 | 100% 0% 1391832 -
13|Equipment Replacement 264,000 24% 76% 64,216 199,784
14 C T 2 23072 A16 1, -<:..'. 4 ; ,

* “Overhead” is a combination of both Indirect Costs for IWA and City Allocation.

City Allocation - City Allocation refers to the administrative costs generated by the City

that are charged to IWA as a result of the City Cost Allocation Plan. These City
Allocation costs are paid by IWA to the City through an annual “Internal Service

Transfer” (see row 12 of Table 1). Services provided by the City include Management
Services (budgeting, accounting and information systems support), Human Services
(human resources support), City Manager (public information and general government
support services), and the City Council.

2.4 Fully Burdened Rates

In the next step, Fully Burdened Hourly Rates were calculated by title (see Table 2,
below). "Fully burdened hourly rates” are hourly rates for operations employees that

' “Overhead” refers to the combination of IWA Indirect Costs and City Allocation costs.
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include both the cost of labor and additional "burden" costs. In other words, the fully
burdened rate includes the salary for the employee, their benefits, and related overhead
expenses (such as the cost of the facilities that support them and the cost of support staff

services).

In order to calculate the Fully Burdened Hourly Rates, operation positions were grouped
by function (column A) and assigned a percent of time that the position typically
performs Operations functions (column C). The average Direct Costs by title (salaries +
benefits, column D) are multiplied by this percentage to calculate the average salary
amount that is pertinent to operation functions (column E). An Overhead multiplier of
1.231 was determined by dividing the total Overhead (see Table 1, column D, row 14) by
the operations portion of the Direct Costs ($2,288,947). The average total annual cost by
title is the sum of column D and column F. Finally the Average Fully Burdened Hourly
Rates (column H) are calculated by dividing column G by 1800 (hours in a year).

Table 2 — Calculation of Fully Burdened Hourly Rates by Title

68,960  $13,792 816,977 $85937  $47.74

utomer Service Ofﬁce Staff 4

Administrative Assistant 1 20% 82,332 16,466 20,268 102,601 57.00
Assistant Engineer 2 100% 69,017 69,017 84,952 153,968 85.54
Water Utility Worker/Specialist & Pumping Operator 8 100% 69,989 69,989 86,149 156,138 86.74
Meter Reader 5 100% 71,007 71,007 87,401 158,408 88.00
[nventory Control Cletk 1 100% 72,207 72,207 88,879 161,086  89.49 |
[iospector - , 1 100% 74200 74200 91,332 165532 9196
[- nxuronmental lﬁ’imguink(;oordmatror’~ 1 100% 72 859 72,859 89,681 162 ,540 90.30
?fp“;f;:fr“e’ Utility Worker & Senior Pumping 5 100% 82,549 82,549 101,609 184159 10231

| Water Quality Specialist 1 100% 88,780 88,780 109,278 198,058 110.03
Backflow Service Operator 1 100% 93,135 93,135 114,639 207,773 115.43
Principal Engineer 1 100% 110,132 110,132 135,560 245,692 136.50
General Service Manager 1 40% 221,539 88,615 109,076 330,614 184
(Water Supervisor and Water Operations Manager 2 60%% $133,791 $75,828 $93,336  $227,128  $126.18

2.5 Service Time and Material Cost Estimates

IWA staff were surveyed and then interviewed to develop estimates on the average
amount of time that is spent in directly delivering the services associated with each
Service Fee. The time spent by support personnel in delivering a particular service was
not quantified since these costs are captured as part of Fully Burdened Hourly Rates. Red
Oak also assembled data on the direct material costs associated with each Service Fee
(e.g. the material costs for a new water service line). Note that the cost of vehicle miles
associated with a given service was assumed to be included in the Fully Burdened Rates

KX . REBDAK Indio Water Authority
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in the form of Indirect Costs. The data for the time estimates and material costs have
been provided as Appendix 1.

2.6 Development of Master Service Fee Model

As a final step, an MS Excel® model was developed to calculate the maximum-justifiable
rates for all Service Fees. The model has been provided to IWA staff and will allow IWA
to maintain Service Fee data by updating the data variable data, such as the Expenditure
budget, direct labor costs, or material costs. Findings have been summarized in Section
3.
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3 Findings and Recommendations

3.1 Service Fee Findings

The comprehensive list of updated Service Fees, their respective maximum-justifiable
rate, and a comparison to current Service Fee rates has been provided as Appendix 2. The
new Service Fees that are being proposed have been called out and provided as Appendix
3.

Note at the bottom of Appendix 2 the “true cost” of providing annual backflow
inspections (listed as a monthly bill) has been provided for informational purposes only.
IWA currently collects this revenue as part of the monthly water service bill since the
annual inspection is not an optional service. Red Oak recommends that this current
practice continue. The data provided in this report should be considered during IWA’s
next water service rate study.

3.2 Survey Results

As part of this study Red Oak conducted a survey of the following neighboring peer
water agencies:

» Desert Water Agency

» Mission Spring Water District

= Victorville Water Agency
These agencies were cooperative in providing their current water-related Service Fees. It
is inherently difficult to compare Service Fee schedules directly; however the fees have

been matched alongside IWA’s Service Fees as best as possible in Appendix 4. Only
instances where one or more peer agency fees were comparable to IWA Service Fee were

included in the comparison table.

3.3 Recommendations

The primary objective of this report is to provide IWA with the true cost of providing
water-related services, and therefore the maximum-justifiable Service Fee rates (as has
been provided in Appendix 2). Although the true cost of the service is the most
important factor, IWA retains the right to make economic or policy-based decisions to
charge customers Jess than the maximum-justifiable amount. There are a number of
factors that may influence whether a public utility chooses to charge less than the
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maximum justifiable amount through Service Fees. For example, IWA may consider the
effects that increasing Service Fees will have on the individuals, or the communities,
purchasing the services. The following economic and policy issues help illustrate these
considerations.

1. Community-wide benefits versus specific benefit can be considered for certain
services (e.g. fire flow calculations).

2. In conjunction with the point above, the issue of who is the service recipient
versus the service driver can also be considered. For example, code enforcement
activities benefit the community as a whole, but the service is driven by the
individual or business owner that violates the pertinent regulations.

3. Certain pricing structures can encourage or discourage certain behaviors. An
example of this is incrementally increasing the cost of providing water testing
services, such that water quality testing is provided at a reasonable price as a
courtesy, but excessive use of the service is discouraged.

To further assist in these economic and policy considerations, Red Oak offers the
following general comments regarding Service Fee cost recovery:

a) Development-related Service Fees, such as service connections, generally
should have high cost recovery levels (at or close to 100%).

b) No Service Fee should be set higher than 100% cost recovery, without
disclosure regarding the reasons why (e.g. a fine or penalty element).

¢) Ifa proposed Service Fee increase is significant, IWA can opt to phase-in the
increase over a period of time (such as over the course of 3 years).

d) Comprehensive reviews should be undertaken every 3-5 years.

€) Minor cost escalation adjustments should be made on an annual basis, in
accordance with established IWA policies.
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Appendix 3: Proposed New Service Fees

Appendix 3 : Proposed New Service Fees

The analysis recommends that IWA institute a number of new Service F ees, which
includes the following new fees:

= Service Line Installation - Long Service — various meter sizes
* Service Line Installation - Short Service — various meter sizes
= New Meter Installation — various meter sizes

* Replacement Meter Installation for existing accounts — various meter sizes
* Backflow Pressure Vacuum Breaker Installation

= Backflow Double Check Installation — various sizes

= Backflow Reduced Pressure Installation — various sizes

= Hot Tap Installation Fee - Residential — various sizes

* New Service Line Inspection — various sizes

= New Meter Inspection — various sizes

*  Pressure Test (2nd request and subsequent)

= Water Shut-Down - Mains

= Water System Flushing & Inspection

= Missed Inspection / Appointment Fee / Immediate Test failure
= Water Meter Rereads - Second and each additional

= Water meter replacement fee — various sizes

= Construction Meter Replacement Fee

= [Eddie Valve Replacement Fee

» Reprint Water Bill

= Delinquency Notification Fee

* Delinquency Fee (after notification)

* Special Requested Water Quality Sampling

* Record Drawing request

= Special Consultation Services

= Construction Meter & Eddie Valve Rental

* IWA Review of Water Supply Assessment (WSA)

» IWA Review of Easement Legal Description

* IWA Review of Water Service Application

» Fire Flow Calculation

* Will-Serve Letter Request

* ooy REIMAK Indi '
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Appendix 4: Service Fee Survey Results

Appendix 4 : Service Fee Survey Results

[ J *
L) 0 [y D Hal < . -
IS 1 NS
1 Line Installation - Long Service 3/4" $2,279 NA $975 {
2 [Service Line Instaliation - Long Service - 1° $2,308 NA $1025 | $2725
3 Service Line Installation - Long Sarvice - 2 $3.840 NA $2110 | §3870
4 Line Installation - Short Sarvice 3/4* $1.877 $656 $975 i
5 Line Installation - Short Service - 1" $1,906 $774 §1,025 $2.725
6 |Service Line Installation - Short Service - 2" $2,619 §$1.238 | $2,110 $3,870
7 |New Meter Installation - 3/4" §774 $656 8407
8 [New Meter instaliation - 1* 5987 §774 $300 $440
9 [New Meter installation - 2* $1.358 §1.238 $560 $694
$1626 [Min is for short
10 and Service Line Installation - 3/4* $2,652 | $3,053 NA service, max is for
Lng service
11 IMeter and Service Line Installation - 1" §2.894 | $3,205 NA __ $1883 [Ditto
12 IMater and Service Line Installation - 2* $3,974 | §5.195 NA . . $2549 [Dito
13 JConstruction Meter & Eddie Valve Installation §100 . %84 $120 | TaM
14 [Relocation of Construction Meter & Eddie Valve $74 R 860 B T
15 |Backflow Double Check Installation - 3/4° - 2* TaM . TaM | | $360-51340 | .
16 Reduced Pressure Instailation - 3/4" - 2° T&M | T&M $505 - $1065 | $430 - $1440
L3
* Depending whether
17 |Water Meter Testing - 5/8°, 3/4°, and 1 §$144 $64 $60 50 - T&M" fthe meter is accurate
not
" Depending whether
18 [Water Meter Testing - 1 1/2* and 2° 5144 $64 $60 $0 - TAM* [the meter is accurate
r not
* Depending whether
19 [Water Meter Tasting - 3* and over $144 T&M $120 $0 - T&M" [the meter is accurate
not
20 [Tuming Water On/Off - Work Day $111 $64 28* $60 [ Fort 5T o2reenicy
$154 564 50 $90 it Fec;r 1.5" to 2" service
111 564 338 _ $60
154 $64 68 $90
382 $64 $562 L
itional $506 §128 $562
26 |Delinquency Notification Fes - Per notification $1.37 NA §5 $a_ |
27 |Delinquency Fee (penalty atter notfication) Whofosiaod| $6
28 for New Service - SRF $50 $50 $50 $120
29 |o for New Service - All Others $100 $100 $100-$200  $25
30 [Deposit for Construction Meter & Eddie Valve $1.308 $1,000 $650 | o
' Tam | $120+50.10
! LF of
31 [Plan Check Review - Per sheet $770 §750 | (depositors% | PerLEOr
of project valua) Extension
32 |Plan Check Review - Per mesling $414 NA
3% of project |
33 |New Water System Inspection - Hourly Rate 592 coat
34 [Will-Serve Letter Request $55 NA $100
35 |Backflow Device Testing - 5/8%, 34", and 1" - Manthly fee §12 $6 $3 Tam
36 |Backflow Device Testing - 1 1/2° and 2° - fee $12 $12 ] TaM
37 |Backflow Device Testing - 3" and 4" - Monthly fee 518 $18 $5 TaM
38 Device Testing - 6° and over - Manthly fee 523 $23 | $6 TaM
Footnotes
" These Mission Springs fees went into effect on September 18, 2006.
2Desert Water fees waere most recently updated on May 1, 2007.
® Victorvifle fees were most recenly updated in a resolution that was adopted January 15, 2008.
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