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Description/Analysis 

Issue Detail: Raftelis Financial Consultants, Inc. (RFC) is working on an ongoing Rate 
Structure Study for the City’s Department of Utilities (DOU).  The proposed 
supplemental agreement is to compensate RFC for work requested by the City that was 
not included in the original scope of the agreement.

Policy Considerations: A Rate Structure Study is integral to keeping the City’s billing 
practices fair and equitable and remaining consistent with industry best management 
practices.  Additionally, the Study will analyze conservation and environmental 
sustainability incentives while continuing to adequately recover revenue sufficient to 
meet regulatory, operational, and financial responsibilities, and keeping utility rates 
legally defensible.

Economic Impacts: None

Environmental Considerations: The Community Development Department, 
Environmental Planning Services has reviewed the project and has determined that the 
action of approving a supplement to the professional services agreement is not a project 
as defined by the California Environmental Quality Act (CEQA), under CEQA Guidelines
Section 15378.  This action is an administrative activity that will not result in direct or 
indirect physical changes in the environment.  

Sustainability: The proposed supplemental agreement has been reviewed for 
consistency with the goals, policies, and targets of the Sustainability Master Plan and the 
2030 General Plan.  The efforts funded by this agreement will advance these goals, 
policies, and targets by ensuring that the City continues to provide a safe, clean, and 
reliable water supply to its customers and that the City continues to safely, reliably, and 
responsibly collect and dispose of its sewage and storm water.

Commission/Committee Action: Not applicable

Rationale for Recommendation: Approval of the proposed supplemental agreement 
will allow DOU to compensate RFC for additional services required for the Rate Structure 
Study, which provides an outside financial evaluation of the City’s rate structures used 
to bill City utilities customers. On December 4 2013, the City Council approved a professional 
services agreement with RFC in the amount of $169,514.  RFC was chosen through the RFQ 
process.

Financial Considerations:  There is sufficient funding in the Department’s operating 
budget (Integrated Planning & Asset Management Division) for this amendment. 

Local Business Enterprise (LBE): The solicitation process for the City’s current 
agreement with RFC was conducted prior to the establishment of the City’s LBE 
participation requirement for professional service agreements. 
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BACKGROUND

The City of Sacramento, Department of Utilities (DOU) provides water, sewer and 

drainage services to City residents. To adequately recover sufficient revenue  to meet 

the regulatory, operational and financial responsibilities of the DOU, the City charges its 

customers fees for utility services rendered. It is common for utility providers to conduct 

a rate structure study on a 3-5 year cycle to review their billing practices and the DOU is 

currently conducting such a study.  

The City utilized a Request for Qualifications (RFQ) process to select Raftelis Financial 

Consultants, Inc. (RFC) to prepare the Rate Structure Study. The City Council approved 

a professional services agreement with RFC on December 4, 2013, in the amount of 

$169,514. RFC’s Rate Structure Study will provide third-party evaluation and verification 

of the City’s current rate structures and possible alternative rate structures.

The consultant has already conducted several exercises (e.g. pricing objectives survey 

and a stake holder sensing session) and is currently using financial models that will help 

the City consider current and prospective rates structures. The DOU projects that RFC 

will finalize work on the rate structure review in late November or early December.  

The proposed supplemental agreement for a fee not to exceed $30,000 will compensate 

the consultant for services requested by the City to enhance the Rate Structure Study 

beyond the scope of the original contract. 
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SUPPLEMENTAL AGREEMENT

Project Title and Job Number: Water, Wastewater, & Storm Drainage Rate Structure Study     Date: Oct 20, 2014
Purchase Order #: SACTO-0000026317 Supplemental Agreement No.: 1

The City of Sacramento ("City") and    Raftelis Financial Consultants, Inc.                    ("Contractor"), as parties to that certain 
Professional Services Agreement designated as Agreement Number         ,  including any  and  all  prior supplemental
agreements modifying the agreement (the agreement and supplemental agreements are hereafter collectively referred to as
the "Agreement"), hereby supplement and modify the Agreement as follows:

1.   The scope of Services specified in Exhibit A of the Agreement is amended as follows:

Contractor shall perform the services set forth in Attachment 2 to Exhibit A, attached hereto and incorporated herein.

2. In consideration of the additional and/or revised services described in section 1, above, the maximum not-to-exceed 
amount that is specified in Exhibit B of the Agreement for payment of Contractor's fees and expenses, is
increased by, and the Agreement’s maximum not-to-exceed amount is amended as follows:

Agreement's original not-to-exceed amount: $169,514
Net change by previous supplemental agreements: $0.00
Not-to-exceed amount prior to this supplemental agreement: $0.00

by this supplemental agreement:                 $30,000   

New not-to exceed amount including all supplemental agreements: $199,514

3. Contractor agrees that the amount of increase or decrease in the not-to-exceed amount specified in section 2, above, 
shall constitute full compensation for the additional and/or revised services specified in section 1, above, and shall fully 
compensate Contractor for any and all direct and indirect costs that may be incurred by Contractor in connection with 
such additional and/or revised services, including costs associated with any changes and/or delays in work schedules or in 
the performance of other services or work by Contractor.

4. Contractor warrants and represents that the person or persons executing this supplemental agreement on behalf of 
Contractor has or have been duly authorized by Contractor to sign this supplemental agreement and bind Contractor to 
the terms hereof.

5. Except as specifically revised herein, all terms and conditions of the Agreement shall remain in full force and effect, and 
Contractor shall perform all of the services, duties, obligations, and conditions required under the Agreement, as 
supplemented and modified by this supplemental agreement.

Approval Recommended By: Approved As To Form By:

Project Manager City Attorney
Approved By:

Contractor Attested To By: 
Approved By:

City of Sacramento City Clerk

(Rev. 9-17-12)
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SUPPLEMENTAL AGREEMENT

(Rev. 9-17-12)

ATTACHMENT	2	TO	EXHIBIT	A

Raftelis Financial Consultants, Inc.

Water, Wastewater, and Storm Drainage Rate Structure Study

PROFESSIONAL SERVICES AGREEMENT

SCOPE OF WORK

This Scope of Work describes the consulting services to be provided by Raftelis Financial Consultants, Inc. 

(“CONTRACTOR”) to the City of Sacramento Department of Utilities (DOU) for Financial and Business Services 

consulting as part of the ongoing Rate Structure Study project. Services will include the following tasks:

Task	1.1	- Pricing	Objectives	Workshop	Series
CONTRACTOR provides additional -- pricing objectives related -- research of existing City resources (i.e. Community 

Engagement Survey and Utility Rate Financial Plan) to refine the Pricing Objectives Survey. CONTRACTOR briefs 

project team in preparation for the Pricing Objectives workshop (first workshop).  CONTRACTOR conducts pricing 

objective exercise with Department of Utilities (DOU) staff; this workshop is a 2.5 hour exercise. This task includes all 

necessary research, analysis, phone consultations, and refinements to enhance the Pricing Objectives survey and the 

facilitation of the workshops.  CONTRACTOR travels to be onsite with DOU staff.

Meetings/Conferences: Two (2) Workshops at the DOU Admin Building; six (6) phone consultations

Deliverables: Pricing Objectives Analysis with Preliminary Rate Design Proposal

Task	3.1	- Assignment	of	Revenue	Requirements	to	Functionalized	Costs	Consulting
The CONTRACTOR consults with DOU on the Assignment of Revenue Requirements to Functional Costs consistent 

with the industry practice noted in the AWWA M1 manual Principles of Water Rates, Fees, and Charges.  

CONTRACTOR to provide guidance on how to, in the future, reflect normal user/usage data set found in the financial 

planning models.  CONTRACTOR to “back-calculate” the estimated revenues from metered and unmetered 

customers to complete the Cost of Service Analysis noted in Task 3.  Current DOU financial models do not 

differentiate the revenue required from metered and unmetered customers. 

CONTRACTOR shall approximate the revenue from metered and unmetered customers in the Cost of Service 

Analyses.  Revenue “back-calculation” is approximate and in accordance with CONTRACTORS best judgment and 

best industry practices.  CONTRACTOR provides Quality Control review of DOU provided customer billing data 

delivered for the Cost of Service Analyses.  CONTRACTOR shall reorganize, review and revise assumptions and 

calculations (as appropriate) to precede with suitable usage assumptions and customer counts to develop rate 

structures. 

Meetings/Conferences: phone consultations as necessary

Deliverables: Cost of Service Analyses (extra contributions); Recommendations and Information for future 

consideration in the Rate Structure Study Report
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SUPPLEMENTAL AGREEMENT

(Rev. 9-17-12)

Task	4.3	- Drought	Rate	Surcharge	&	Additional	Rate	Structure	Design
As a result of our meetings with the Stakeholders, the DOU identified additional rate structures and refinements 

necessary to the rate structures being proposed.  Additionally, the DOU (due to the current drought and City’s 

declared water conservation measures) identified the need to develop a Drought Rate Surcharge.  CONTRACTOR to 

provide additional analysis and rate impact work for water flat rate customers, an alternative flat rate for 

wastewater customers, and a new Drought Rate Surcharge. CONTRACTOR also to provide review and comments on 

the Draft Public Outreach Report by a third party (i.e. Crocker & Crocker); this document and outreach process 

potentially influences the DOU’s final rate structure design and recommendations. 

Meetings/Conferences: none

Deliverables: Additional Rates Development in accordance the deliverables noted in Tasks 4.1 & 4.2; review and 

comments of the Public Outreach Report 
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SUPPLEMENTAL AGREEMENT

(Rev. 9-17-12)

Water,	Wastewater,	and	Storm	Drainage	Rate	Structure	Study

Task Description
No. of 

Meetings

Hours Requirements

Total Fees & 
ExpensesSP SG TR FC Admin

Tot
al

1.4 Pricing Objectives Workshop Series 2 10 15 20 45 $           9,750 

3.1
Assignment of Revenue Requirements to Functionalized Costs 
Consulting 3 24 27 $           5,220 

4.3 Drought Rate Surcharge & Additional Rate Structure Design 10 48 58 $        11,480 

HOURLY RATES
$        

260 
$        

230 
$        

300 
$        

185 
$         

60 

SP = Sudhir Pardiwala  SG = Sanjay Gaur Total Professional Fees $        26,450 

TR = Technical Reviewer Estimated Expenses $           3,550 

FC = Steve Gagnon/Jennifer Fits/Elaine Vastis/Henrietta Locklear TOTAL FEES & EXPENSES (NOT TO EXCEED) $        30,000 
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