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April 28, 2008 

TO: City Council 

THROUGH: Finance Committee 

FROM: City Manager 

SUBJECT: Recommendation to set a date of June 16, 2008 to conduct a public 
hearing regarding proposed water rate increases 

RECOMMENDATION 

It is recommended that the City Council set a date of June 16, 2008 for a public 
hearing related to increases to the Purchased Water Adjustment Charge (PWAC) 
and the Water Distribution and Customer Charge (D&C.) 

BACKGROUND 

The Water and Power Department (PWP) is proposing increases to PWAC and 
D&C rates effective for water sales beginning July 1, 2008. If the hearing date of 
June 16, 2008 is scheduled, PWP will notify by mail all property owners and 
ratepayers of the proposed increases as required by Proposition 218. The notice 
must be mailed no less than 45 days prior to the public hearing and will include 
information regarding the public hearing date and the process by which written 
protests to the proposed increases may be submitted. A copy of the notice to be 
mailed to ratepayers and property owners is attached. 

The process of considering the proposed rate increases requires a series of steps 
to be taken in sequence on the following dates: 

1. 4/28/08 Set June 16, 2008 as public hearing date 
2. 4/29/08 Public notices mailed to ratepayers and property owners 
3. 4/29 - 611 6/08 Written protests received (if any) 
4. 61 1 6/08 Conduct Public Hearing 

Each date is significant to ensure that the requirements of Proposition 218 are met 
and the City Council is able to consider the proposed rate increases in correlation 
with the Water and Power Department's recommended FY 2009 operating budget. 
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Receipt of written protest by a majority of property owners or tenants would prevent 
the implementation of the proposed PWAC and D&C rate increases. This would 
require a revision of the recommended fiscal year 2009 Water Fund budget. 

Purchased Water Adjustment Charge (P WA C) 
Pasadena Water and Power (PWP) is scheduled to implement an increase to the 
PWAC effective July 1, 2008 to offset higher purchased water costs, increased 
pumping costs, and costs associated with increased volume of purchased water. 
PWP is also scheduled to implement a second increase to the PWAC effective July 
1, 2009. The Metropolitan Water District, which provides more than 60% of 
Pasadena's water supply, increased its rates by 6% in January 2008 and has 
approved an additional increase of 14% to be effective in January 2009. 

Pending the outcome of the proposed public hearing, PWAC is scheduled to 
increase from $0.13 per billing unit to $0.37 per billing unit effective July 1, 2008, 
and from $0.37 to $0.47 per billing unit effective July I, 2009. A billing unit (BU) is 
one hundred cubic feet or 748 gallons of water. The monthly impact to an average 
residential customer with a 518" meter size consuming 12 BU is $2.76 per month 
after the first PWAC adjustment and an additional $1.20 after the second PWAC 
adjustment. 

The Water Rate Ordinance which sets rates and charges for water customers 
allows PWP to adjust the water commodity rates for all water delivered to reflect 
changes in the prices paid by PWP for its water. The PWAC is a pass-through 
charge that is automatically adjusted without further City Council action unless a 
majority of property owners or tenants file written or oral protests as required by 
Proposition 218. The PWAC is added to the water commodity rates and is the 
mechanism by which all incremental costs of purchased water are passed through 
to customers. 

Distribution and Customer Charge (D&C) 
In addition, PWP is proposing an increase to the water D&C effective July 1, 2008 
to offset increased operation and maintenance costs of the water system. This 
D&C increase proposal requires an Ordinance amendment and is subject to the City 
Council approval. The proposed increase will be considered by the City Council in 
correlation with the recommended fiscal year 2009 Operating Budget. Upon City 
Council approval of the new D&C rate proposal, the D&C revenue will increase by 
$2.3 million annually, effective July 1, 2008. The monthly impact to an average 
residential customer with 518" meter size consuming 12 BU is an additional $2.08. 
The D&C is a fixed charge that covers the cost of ongoing distribution and customer 
costs of the water system. The costs of providing these services have escalated in 
recent years and the D&C has not been adjusted since 1995. 
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Proposition 2 18 Requirements 
In November 1996, California voters approved Proposition 218. In general, the 
intent of Proposition 218 is to ensure that all taxes and most charges to property 
owners are subject to voter approval. In addition, Proposition 218 is intended to 
further limit the use of assessments and property-related fees to pay for general 
governmental services rather than property-related services. 

In July 2006, the California Supreme Court ruled that water rates are considered 
property-related fees as defined in Proposition 21 8. This ruling requires that water 
rate increases are subject to specific notification and public hearing requirements. 
Proposition 218 requires a public hearing with at least 45 days notice of a proposed 
new or increased water rate. 
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FISCAL IMPACT 

The estimated cost to mail notices to all City of Pasadena water ratepayers and 
property owners as mandated by Proposition 21 8 is approximately $1 8,000. Funds 
are available in the Water Delivery Business Unit account #8144-402-881000-0792. 

The proposed July 2008 PWAC and D&C increases will generate additional 
revenues of $3.2 million and $2.3 million, respectively, thereby increasing the water 
system operating revenue by a total of $5.5 million annually. The proposed July 
2009 PWAC increase will increase the annual water system operating revenue by 
$1 .7 million. 

Respectfully submitted, 

K. Melekian 

Prepared by: 

Shari M. Thomas 
Business Unit Director 
Water and Power Department 

Approved by: 

Phyllis E. Currie 
General Manager 
Water and Power Department 




