
June 14,2010 

TO: City Council 

FROM: General Manager, Water and Power Department 

SUBJECT: PUBLIC HEARING FOR THE PROPOSED WATER RATE 
ADJUSTMENTS 

RECOMMENDATION 

It is recommended that the City Council: 

(1) Conduct a public hearing to receive public comment on the Proposed Water 
Rate Adjustments to: 

(a) Eliminate Block 5 allocation and rates and reduce Block 4 rates by 25%, 
effective July 1, 201 0; 

(b) Discontinue Block 5 relief, effective July 1,201 0; 

(c) Discontinue refund or credit of water purchased for blocks 4 and 5, 
effective July 1, 201 0; and 

(d) Increase the Purchased Water Adjustment Charge (PWAC) by 9.5# per 
billing unit effective October 1, 2010 and by 12$ per billing unit effective 
October 1, 201 1. 

(2) Have City Clerk or department representative report on timely written protests 
received. 

(3) Close the public hearing. 

(4) Direct the City Attorney to prepare an ordinance amending the Pasadena 
Municipal Code Section 13.20 in accordance with the City Council's action on 
this matter. 

13 AGENDA ITEV  NO - -- - _-  
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MUNICIPAL SERVICES COMMITTEE 

This information was presented to the Municipal Services C~mmittee at its meeting on 
April 13, 201 0. No specific action was requested. 

EXECUTIVE SUMMARY 

On April 19, 2010, the City Council established a date of June 14, 2010 to conduct a 
public hearing to receive public comment on the proposed water rate adjustments. A 
staff report was presented to the City Council at the April 19 meeting to provide 
complete information about the proposed rate increases. Pursuant to the requirements 
of Proposition 21 8, a public notice was mailed on April 28 and 29, 2010 to all property 
ownersltenants and rate payers of record regarding the date and time of the public 
hearing and the proposed water rate adjustments. The notice included the process by 
which written protests to the proposed water rate changes may be submitted. A copy 
of the public notice mailed to property ownersltenants and rate payers is attached. 
Pasadena Water and Power (PWP) also posted the public notice and related 
information on its website. 

One written protest per parcel, filed by an owner or tenant of the parcel, shall be 
counted in calculating a majority protest for purposes of Proposition 218. Receipt of 
written protest by a majority of property owners or rate payers would prevent the 
implementation of the proposed water rate adjustments. 

BACKGROUND 

PWP is proposing to modify the water commodity rates by eliminating Block 5 water 
allocation and rates and reducing Block 4 water rates by 25 percent, discontinuing the 
Block 5 relief program, and discontinuing refund or credit of water purchases under 
Blocks 4 and 5 for water delivered beginning July 1, 2010. The approved credit to 
customers for sale of water in Blocks 4 and 5 during fiscal year 2009 will remain in 
place. PWP is also proposing to increase the PWAC by 9.5$ per billing unit, effective 
October 1, 2010 and by 12$ per billing unit, effective October 2011. A billing unit is 
equivalent to 748 gallons of water. 

The proposed water rate adjustments are in response to several changes in 
Pasadena's water resources and the result of significant conservation efforts by 
PWP's customers during the past year. In April 2009, the Metropolitan Water District 
(MWD) announced a supply allocation plan for fiscal year 2010 that reduced 
allocations of water to each member agency. In June 2009, Pasadena's water rate 
structure was amended to include higher priced Block 4 and 5 water commodity rates 
to encourage water conservation, provide the necessary price signals required to 
achieve the desired water conservation objectives of reducing water demands by ten 
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percent, and recover higher costs of purchased water in excess of PWP's allocation 
from MWD including the cost of higher penalty rates, if any. 

Subsequent to the initial reduced allocation, Pasadena's allocation was increased by 
MWD to reflect changes in base year calculations and the application of a population 
growth factor. As a result, it is not expected that PWP will be required to purchase 
water at MWD's penalty rates as long as Pasadena's customers continue conserving 
water. 

Customers have responded very favorably to the requests for water conservation, in 
part due to the price signals presented by the implementation of Blocks 4 and 5. The 
average rainfall levels over the past winter also provided customers with an 
opportunity to reduce outdoor irrigation. The result has been a reduction in water 
usage from the previous year of nearly 13%. 

This proposal reflects PWP's reassessment of potential MWD water penalty costs and 
it will eliminate the higher priced Block 5 rates and reduce the Block 4 rates by 25 
percent. It will also terminate the Block 5 relief program that is currently provided to 
customers who use water within Block 5 and eliminate the potential refund or credit of 
water purchases under Blocks 4 and 5. The incremental rate for water sold in Block 4 
will generate revenue to fund conservation programs, retain the necessary price signal 
to encourage continued conservation and offset potential penalty costs from MWD. 

Purchased Water Adjustment Charge (PWAC) 

MWD which provides approximately 65% of PWP's water recently approved two rate 
increases of 7.5% each, effective January 1, 201 1 and January 1, 2012. As a result, it 
is necessary for PWP to adjust its PWAC accordingly to offset increases in the cost of 
imported water. The existing Water Rate Ordinance authorizes the General Manager 
of PWP to adjust the PWAC to pass through incremental costs of purchased water 
from MWD and other water suppliers. 

Proposition 218 Requirements 

In November 1996 Proposition 218 was approved by California voters with the intent 
to ensure that all taxes and most charges to property owners are subject to voter 
approval and 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 property-related fees for 
Proposition 218 purposes. California Government Code Section 53756 provides that 
a water agency may authorize automatic adjustments that pass through increases in 
wholesale costs for water from a public agency such as MWD for a period not to 
exceed 5 years. 
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Customer Bill Impact 

The monthly bill for a sample residential customer using 55 billing units per month who 
consumes water from Blocks 1 to 5 will decrease by $45.84 or 18% as a result of the 
proposed water rate adjustments. This example does not account for a refund or credit 
for water used in Blocks 4 and 5 under the existing Water Rate Ordinance. The 
monthly bill for a sample residential customer using 32 billing units per month who 
consumes water from Blocks 1 to 3 will increase by $2.98 or 2.9% as a result of the 
proposed water rate adjustments. The two examples include the second of three 
Distribution and Customer Charge (D&C) increases which will go into effect on July 1, 
201 0 as previously approved by the City Council 

COUNCIL POLICY CONSIDERATION 

Water conservation goals are included in the Urban Environmental Accords Goals, the 
General Plan Conservation Element. The Comprehensive Water Conservation Plan 
adopted by Council in 2009 included the use of water rate "price signals" to encourage 
customers to conserve water. If City Council approves the rate adjustments, the price 
signal for customers to conserve water will still be in place, but at reduced levels as 
compared to current water rates. 
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FISCAL IMPACT 

The proposed water rate adjustments including the October 201 0 PWAC increase will 
increase the Water Fund operating revenues and the transfer from the Water Fund to 
the General Fund by approximately $2.43 million and $0.15 million, respectively in FY 
201 1. The proposed water rate adjustments including the October 201 1 PWAC will 
increase the Water Fund operating revenues and the transfer from the Water Fund to 
the General Fund by approximately $2.87 million and $0.17 million, respectively in FY 
2012. 

Respectfully submitted, 

General Manager 
Pasadena Water and Power 

Prepared by: 

- - \  11' \WU--I\ \ +.LY\-:G~ 

Shari M. Thomas 
Assistant General Manager 
Pasadena Water and Power 

Approved by: 

Attachment: 
1. Notice of Public Hearing - Proposed Water Rate Adjustments 














