REQUEST FOR PROPOSALS AND QUALIFICATIONS 
INSTRUCTIONS
When most water, sewer and other utilities seek an outsider to do a rate analysis (most call it a “rate study”), they do it with a written request for proposals or request for qualifications. Sometimes the two are combined. We shorten this to RFPQ. If your service acquisition procedure requires you to issue a written RFPQ, by all means, do what you must do. A model RFPQ follows to help you accomplish that. Alternatively, you can talk with prospective rate analysts. And you can do a combination of both. However you go about it, the following should help.
“Talk with them” method:

1. Prepare your “cheat sheet” (RFPQ) as described below. Also gather financial and other information sources because prospects are going to ask for information from those sources. We don’t need to know exact numbers at this stage but it IS helpful to know about how big your system is, financially, and if and how rapidly your reserves are going down, why and a few other things.
2. Find prospective rate analysts, probably by talking with your Rural Water Association and/or League of Cities.

3. Call prospects.

a. First, ask the prospect how they make their money. Don’t waste your time or their time by continuing with a prospect until you have determined they are a rate analyst. Easy test: Ask them how they make their money. If 50 percent comes from rate analysis work, they are a rate analyst. If it’s 90 percent, they probably can’t claim to be anything else. 

b. Second, tell the rate analyst what you want to achieve. That basically should include rates that are: adequate to pay all your expectable costs, fairly structured and appropriately simple or complex. 
c. Third, be quiet and let the prospect lead the conversation. Let them ask you what your situation is. Let them determine what you need. Let them follow up with a proposal for services and fees, preferably by e-mail. 
4. See if their written proposal makes sense. 
5. Check references to verify that they have actually performed for others as they claim they can perform for you. 
6. If your acquisition procedure allows, use their proposal as your “contract.” 
Talking with prospects is a pretty simple and quick process.
Dos and don’ts:

· Do require a simple guarantee that gives you all the power; something like, “If you are not satisfied with our service, don’t pay us.”

· Do require references and a sample analysis report or two.

· Don’t pay for rate analysis on an hourly or cost-plus basis. Purchase results, not time. If the prospect is at least an adequate rate analyst, they can and will scope your situation well enough on the front end that they can propose fees on a lump-sum basis. 
· Exception: The case where you are suing or being sued over rates. Once lawyers get involved all bets are off. But, be assured that your attorney’s fees will be many times more than your rate analyst’s fees. Doesn’t that make you happy? (FYI: If you’re in this situation you waited too long to hire a rate analyst.)
· Don’t use a written RFPQ to keep prospective service providers at arm’s length during the scoping and proposal phases. More talk and less writing will yield cheaper and better results. And the more you talk the harder it is for the prospect to misrepresent themselves or what they will do for you.
It is counter-intuitive but for those of us who specialize in rate analysis, our fees are actually higher for projects that are put out on written RFPQs than those we acquire by talking to a live contact person. A corollary is that the longer and more detailed your written RFPQ, the more expensive your analysis will be. There are several key reasons for these things and if you want to talk about them, just give me a call. 
Written RFPQ method:

Use as much of the “talk with them” method as you can. Then finish with a written RFPQ. 

In the model that starts below, the term “city” is used. If yours is a district or other entity, simply “find and replace” this term appropriately. Edit the entire document to make it fit your circumstances. Text that you will definitely want to change is highlighted in yellow. 
Many systems like to separate the technical issues from the pricing of services, having responders send their responses in two parts in separate, marked, sealed envelopes. If your analysis will be complex, requiring complex responses from service providers, you might want to do this, too. 
If your analysis will be fairly simple (most are), expect responses to run 15 pages or less with another 30-60 pages for references and a sample rate analysis. Our typical proposal, which most clients also use as the service agreement for the project, runs four pages, references run about eight pages and most sample rate analysis packages run about 50 pages. You can review such responses from all your prospective service providers fairly quickly. 
The more difficult you make it for service providers to respond to your RFPQ, the more you tell them there will be lots of bureaucracy and that you expect fees to be high for the project. Don’t do that. Keep your RFPQ short and simple and let responders tell you what services they think you will need.
Give analysts a relatively short deadline to respond. Two weeks is plenty of time, especially if you do everything by e-mail. If you are losing money or you are not making as much as you should, which is usually the reason for the RFPQ in the first place, you don’t want to wait four to six weeks for RFPQ responses to come in. During that time you will probably lose more in revenues not collected than your analysis will cost. (Likewise, if you are losing money, don’t wait for the beginning of the next fiscal year to RFPQ the project. Rate analysis pays for itself so do it right away and cut the losses as soon as you can.) The longer you give prospects to respond, the fancier some will make their responses in hopes of getting the project at higher fees.
You should solicit and receive proposals by e-mail. If possible, convert your RFPQ to “Portable Document Format” (pdf) before e-mailing it. 
Be sure to delete this instruction set and unhighlight the document before mailing or e-mailing it. 
Finally, be sure to call us or e-mail or mail an RFPQ to us, too. It is highly likely that we will end up doing your rate analysis.
REQUEST FOR PROPOSALS AND QUALIFICATIONS

WATER AND SEWER RATE ANALYSIS

CITY OF GREAT RATES, MISSOURI
I. PURPOSE STATEMENT

The city of Great Rates, Missouri, later referred to as the “city,” invites your firm, later referred to as “you” or the “analyst,” to submit a proposal and your qualifications to perform user charge analyses for the city’s water and sewer systems.

II. SUBMITTAL GUIDANCE

A.
To receive consideration for this project you should submit substantially the following requested information as well as other information you think would be useful for our review. Submit only that which demonstrates your capabilities to perform this project. When reviewing submittals, the city will view excessive or extraneous material negatively. Economy of actions and time are important to us.

B.
Submit your response by e-mail attachment to (name) at _______@_________ no later than 1:00 pm, on (month, day, year). In the subject line of your e-mail state “Rate Analysis RFPQ Response.” If you want to submit a paper version of your response in addition to the e-mail response, or if you have materials that are difficult or impossible to e-mail, send those to the same person at (postal address for mail delivery and land address for courier delivery) so that material will arrive by the same time and date. Print on the package “Rate Analysis RFPQ Response.” If you have questions e-mail the same person or call (000) 867-5309.
C. All submittals will become the property of the city and the city reserves the right to accept or reject any or all submittals. The city will review all responsive submittals and select a firm to perform the work or reject all proposals, as the city sees fit.

III. GENERAL INFORMATION

A. Great Rates is a second class city located ___________ with a population of approximately 6,800 and its own water and sewer systems. With few exceptions, the rates are structured the same for all customer classes. Residential customers account for approximately 85 percent of water and sewer use and revenues. Additional utility information is available at (your Web site addresses for the water and sewer utilities) and by calling (name).
B.
Water – The water system has approximately 2,400 meters which include residential, industrial, governmental, commercial, and two wholesale water district customers.  The current rates and financial statements are attached (are available on the Web site above).
C. Sewer – The sewer system has approximately 2,150 meters which include residential, industrial, governmental and commercial customers. Bills are based on monthly water usage (or winter average usage).  The current rates and financial statements are attached (are available on the Web site above).
D.
Your commitment must be to satisfy the city’s needs. To that end, the city reserves the right to terminate your engagement with the city for any or no reason and the city will decide if, and how much to pay you for services rendered up to that point.
IV. ANTICIPATED SCOPE OF WORK, APPROACH AND STAFF SUPPORT

A.
The city anticipates that the analyst will:

· Develop proposed rates and fees that will be adequate to pay each system’s costs for the near term (10 years), have a high likelihood of performing as anticipated, and be fairly structured for the ratepayers,

· Make all necessary recommendations to guide the city in effectuating all needed rate, fee and policy changes now and in the near future,

· Prepare a report that demonstrates how the analysis was performed, and
· Make a presentation at a public meeting that convincingly and clearly portrays the importance of making the changes as recommended. 
B.
In your response state your basic approach to user charge analysis, the basic steps you employ to perform analyses and the scope of work you believe will be beneficial to the city. This scope should include time estimates of when you anticipate starting the project, when it should be completed and any significant milestones within the project.

C.
State any work or tasks to be performed by city staff.
D.
Describe your use of e-mail and other electronic tools for doing rate analyses.

E.
State the fee(s) you will charge to perform the various packages of work you propose. We are looking for fee statements in this type of format: 

Service package 1 – water user charge analysis, $X,xxx
Service package 2 – sewer user charge analysis, $X,xxx
Service package 3 – on-site visits requested by the city, $xxx per visit, etc.
We see no need for fee quotations on an hourly or “cost-plus” basis. If you feel that might be necessary, contact us before doing so. We are not inclined to pay hourly rates for the primary service packages. 
F.
State the percentage of total revenues that user charge analyses account for in your firm or for the primary person in your firm who will perform or supervise this project. For example, your response might be: “User charge analyses account for 90 percent of ABC Corp. revenues.” Be able to substantiate your revenue claims.
G.
Describe the form of the agreement you prefer to use between your firm and the city for this project. It is acceptable and even preferable to the city to use your proposal and the city’s acceptance as our agreement.


V. QUALIFICATIONS STATEMENT


A. State where the firm is based, where it operates and the location of the office from which the service is to be performed.
B. Describe the user charge analysis experience and capability of the firm or of the individual(s) who will do the analyses.
C. Provide user charge analysis project references.
D. Provide a sample of one of the firm’s recent utility rate analyses that is similar to the type you anticipate doing for the city to illustrate output the city can anticipate for its analyses.
E. State the guarantee the firm offers to assure the city’s satisfaction with how the project is completed.
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