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These steps are summarized below:  

 

 
The tasks associated with the Project are summarized as follows: 
 
Task 1.1 – Data Collection and Development  
The consultant will meet with District staff to review and discuss data requirements.  The 
existing Ten-Year Financial Forecast and water use data maintained by District staff will be 
examined for suitability.  Data on customer accounts, meter sizes, monthly and annual 
consumption, total rate revenue, system capacity and peaking characteristics will be collected.  
Any outstanding data requirements will be identified and if necessary, alternative sources will 
be developed. 
 
Existing customer categories will be examined to identify customers with similar demand 
characteristics.  If existing categories include customers with dissimilar demand patterns, new 
classifications will be recommended. 

Task 1.2 – Evaluation of Current Policies, Goals and Objectives  
The consultant will review and evaluate current rate-related policies and discuss possible 
changes that may be worth considering.  Identification of specific policy issues and objectives 
early in the process will prevent problems once the analysis is underway.  
  
Task 1.3 – Cost-of-Service Analysis  
The cost-of-service analysis will determine costs associated with providing water service to 
specific customer categories based upon their demands for service.  The base-extra capacity 
method will be followed.  Specific tasks followed in the base-extra method are discussed in 
more detail in following sections. 

 

1.3.1 – Analysis of Revenue Requirements and Financial Plan  
A projection of revenues, expenditures, capital costs, debt service obligations, and reserve 
requirements will be required to determine net revenue requirements from retail water 
customers.   
 

1.3.2 – Calculation of Cost-of-Service  
In the cost-of-service analysis, revenue requirements will be equitably allocated to the 
different types of customers.  As a basis for allocating costs among customer categories, 
costs are first allocated to functional cost components, then allocated to cost categories, and 

Revenue Requirement 

Analysis 

 

Cost-of-Service Analysis 

 

Rate Design  

Compares projected revenue needed to fund the 

water enterprise with projected expenses to 

determine if any rate adjustment is required 

Allocates the revenue requirements to the 

various customer classes in an equitable 

manner 

Considers both the amount and structure of 

water rates to recover required revenue and 

accomplish other objectives 
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finally distributed to customer classes.  In this analysis, there will be four primary cost 
components: 
(1) base flow, or costs associated with supplying annual demand, (2) maximum day costs, or 
costs associated with supplying average daily demand during the peak month, (3) peak 
hour costs and (4) customer costs associated with billing, customer service, meter reading 
and meter maintenance. 
 

To functionalize costs, expenditures are identified by purpose.  In this analysis, costs will be 
assigned to one of the following functions: (1) source of supply, (2) treatment, (3) 
transmission, (4) distribution and, (5) meters. 

1.3.3 – Rate Design  
Once the cost-of-service analysis identifies revenue requirements by customer category, 
rates will be designed to equitably charge customers for service.  The current rate structure 
will be compared to other alternatives.  At a minimum, seasonal rates, tiered rates, and 
uniform rates for non-residential customers will be evaluated.   
 

The cost of alternative rates to a customer that uses water at the 10th and 90th percentile 
level will be summarized along with the cost to a customer at the median level of water use.   
 
1.3.4 – Comparison of Rates   
The consultant will prepare a comparison of annual charges assessed by the District with 
charges assessed for the same amount of water use in nearby communities and districts.   
 

1.3.5 – Rate Model 
The consultant will develop a rate model that documents data used, data sources, basis of 
calculations and step-by-step progression of the three study components (revenue 
requirements, cost-of-service calculations, and rate design analysis).  The model will be 
developed using non-proprietary Microsoft Excel spreadsheets.  Calculations will be 
transparent and relatively easy to follow.  Sufficient training will be provided to District 
staff to allow future modifications without involvement by the consultant. 

 
1.4 – Prepare Draft and Final Reports 

The consultant will prepare a draft and final report that includes all relevant charts, graphs and 
tables.  The final report will include an executive summary and an emphasis on providing a 
clear, concise and understandable analysis that addresses: 
 

 Background information on District operations, water demands, water supply,  
customer categories and revenue sources.  

 Overview of Cost-of-Service methodology. 
 Revenue requirements, cost-of-service calculations and rate design. 
 Impact analysis of rate alternatives on certain customers. 
 Comparison of charges with other water providers. 
 Water conservation achieved with rate alternatives. 

 
1.5 – Meetings with Staff, Reporting to CWCB and Presentations to Board 
At least three meetings are anticipated with District staff during the analysis.  An initial meeting 
will establish mutual understanding of the overall study objectives, appropriate categorization 
of customers and suitable rate alternatives.  Numerous phone and electronic exchanges will be 
required during data development, cost-of-service calculations, rate design and review of work 
products.  
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Status reports required by the CWCB at different phases of the project will be prepared and 

submitted by the consultant 

Two presentations to the District Board are planned.  One meeting or work session will be 

conducted to present a draft of the report.  The draft report will be posted on the District’s 

website for public review and comment.  A final draft will be presented at a regularly scheduled 

Board meeting during which a public hearing will be conducted.  A sixty day comment period 

will be scheduled prior to the public hearing.  

Any revisions resulting from Board comments at the final meeting or public hearing will be 

incorporated into a final report.  Ten (10) copies will be provided to the District. 

4. Proposed project schedule 
 

The following schedule is proposed for completion of the cost-of-service analysis.  

 Table 6 – Proposed Project Schedule 
 

 

Task 

 

Date Completed 

 

Approval for CWCB Grant Funding 

1.1    Data Collection and Development 

1.2    Evaluation of Current Policies, Goals and Objectives  

         Submit 50% Progress Report to CWCB 

1.3    Cost-of-Service Analysis 

         Submit 75% Progress Report to CWCB 

1.4    Prepare Draft Report and Present to Board 

         Public Comment Period (60 days) 

1.5    Presentation of Final Report and Public Hearing 

 

May 6, 2013 

June 3 

June 21 

July 15 

August 19 

August 26 

September 17 

November 17 

November 19, 2013 

 

5. Project budget  

 See Table 7attached. 

 

6.  List of all funding sources 
See Table 7 attached. 

 
7. The District intends to use the grant money for completion of the 2013 Water Rate Cost of 

Service Study.  The study will help the District achieve water-savings goals outlined in its 2007 
Water Conservation Plan through an adjustment of water rates. 

 

The District is committed to water resource sustainability and water conservation.  The District 
intends to do its part to preserve water for both future generations and the state’s 
nonconsumptive needs.  District staff and the Board of Directors understand the needs and 
benefits of implementing long-term water conservation measures.  This 2013 Water Rate Cost 
of Service Study is a large step for the District toward water conservation.  The District is 
committed to complete a 2013 Water Rate Cost of Service Study, which will evaluate 
conservation rates, for the grant money requested. 
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Table 7 – Project Budget and Source of Funding 
 

  Water Consulting Group (WCG) East Larimer County Water District (In-Kind) 

WCG + 
ELCO 
Total 

Cash 
from 
ELCO 

CWCB 
Grant 

Request 

 
Hours 

@ 
$125 Subtotal 

Direct 
Costs 

 WCG 
Total 

Mike Scheid 
Melissa 

Tremelling In-
Kind 
ELCO 
Total 

Tasks 
Hours 

@ 
$125 Subtotal 

Hours 
@ 

$90 Subtotal 

1.1    Data Collection and Development 16 $2,000    $2,000  4 $500  12 $1,080  $1,080  $3,080    $2,000  

1.2    Evaluation of Current Policies, Goals and 
Objectives 

10 $1,250    $1,250  8 $1,000  4 $360  $1,360  $2,610    $1,250  

1.3     Cost-of-Service Analysis 80 $10,000    $10,000  12 $1,500  6 $540  $2,040  $12,040  $1,000  $9,000  

1.4    Prepare Draft Report and Present to Board (10 
copies @ $65) 

60 $7,500  $650  $8,150  8 $1,000     $1,000  $9,150    $8,150  

1.5    Presentation of Final Report and Public Hearing 16 $2,000    $2,000  10 $1,250     $1,250  $3,250  $1,000  $1,000  

Progress Reports to CWCB 3 $375   $375         $375    $375  

Project Meetings  18 $2,250   $2,250 8 $1,000  4 $360  $1,360  $3,610  $1,000  $1,250  

Project Management and Invoicing 6 $750    $750  4 $500  2 $180  $680  $1,430    $750  

Reproduction of Final Reports (10 copies @ $75) 2 $250  $750  $1,000        $1,000    $1,000  

TOTAL 211 $26,375 $1,400 $27,775 54 $6,750 28 $2,520 $8,770 $36,545 $3,000 $24,775 
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