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What is a utility rate model?

• Compares revenues to the operating and capital costs to 
determine if the existing rates are adequate to recover all 
costs (Revenue Requirement Analysis)

• Allocates the revenue requirements to customer classes in a 
fair and equitable manner (Cost-of-Service Analysis)

• Considers current or proposed rate structures and how 
revenues would be collected across customer classes (Rate-
Design Analysis)
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Rate Model Tool – Inputs 

• Water consumption

• Expenditures (three 
years actuals, one 
year budgeted)

• Debt service

• Capital 
Improvement 
Projects

• Water loss 
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Rate Model Tool - Outputs

• Analysis of water usage 
by customer type

• Cost of service for each 
segment of water system

• Proposed rate structures 
and rates

• ‘True Up’ calculations
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Rate Model Tool

PROS

• Not a software application, is an Excel workbook

• Flexible, customizable

• Meets contractual obligations for wholesale customers

• Follows AWWA (American Water Works Assn) best practices

CONS

• Complex and cumbersome

• Not user-friendly
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Rate Model Tool – Sample enhancements 
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• Dashboards
• Navigation
• Visuals
• Exhibits
• Scenarios



Timeline and Next Steps
November 2018

An RFQ was issued through Engineering Services, to analyze, evaluate and improve the 
City’s utility rate structure and implement a new model in a more user-friendly 
application. HDR was the selected contractor

January 2019

A small contract for with HDR was executed to begin the 2019 rate review and rate 
model update 

July 30, 2019

Proposed amendment to the contract with HDR to upgrade the current rate model 
tool with additional ‘user-friendly’ enhancements such as screens to run scenarios and 
graphical output, as well as development of a reference manual and training for staff 
on its use
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