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Purpose of PresentationPurpose of Presentation

FYI only

Present ratemaking basics

Factors to consider for project selection in 
Alternative Water Supply Grants program

Senate sponsor of SB444 interested in these 
ratemaking issues 
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BackgroundBackgroundBackground

Alternative Water Supply Grant Program 
373.1961(3)(f), F.S. (Senate Bill 444)
Factors to consider for project selection:

• Encourage Alternative Water Supplies
• Promote Conservation
• Transfers to General Fund

CH2M HILL conducting rate survey
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Rate and Fee Setting PracticesRate and Fee Setting PracticesRate and Fee Setting Practices

Most utilities are government owned

Typically self-regulated

Private utilities regulated by state or county

State laws require rates to be “reasonable”

Case law requires a “rational nexus”
between impact fee and cost to provide 
capacity to serve new growth
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Revenue adequacy and stability

Rate equity

Defensibility

Resource efficiency/conservation

Public understanding and acceptance

Other goals and objectives

Revenue adequacy and stability

Rate equity

Defensibility

Resource efficiency/conservation

Public understanding and acceptance

Other goals and objectives



Utility Revenue Requirements

Revenues to be
Recovered

from User Charges

Other System
Revenues

Allocations of Revenue
Requirements to Utility

Functions

Customer Class
User Characteristics

Allocation of Costs
to User Classes

Design of  Utility Rates

Utility Cost AllocationsUtility Cost AllocationsUtility Cost Allocations
Utility Financial Plan

(i.e. impact and 
hookup fees, etc.)



Rates and ChargesRates and ChargesRates and Charges

Existing Customers-Rates

– Monthly Rates

Existing Customers-Rates

– Monthly Rates

New Customers-Charges

– Impact Fees  $$$
for System Capacity

New Customers-Charges

– Impact Fees  $$$
for System Capacity

– Hookup Fees  $ 
for the Meter and connection

North Miami Beach



Transfers to General FundTransfers to General FundTransfers to General Fund

Reimbursement for Services
– Billing and Collection
– City Overheads

Payment in Lieu of Taxes
– Compensation for Lost Tax Revenue
– Provision of Municipal Services to Utility

Return to Owner
– Investor-owned Utilities Generally Allowed 

10-11% Return on Investment
– Owner determines use of funds

Bond Covenants Often Limit these Transfers
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Water ConservationWater ConservationWater Conservation

Base Charge
$____ per month

Volume Charge
$____/1,000 gallons or 

per 100 cubic feet of 
water consumed
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Volume Charge
$____/1,000 gallons or 

per 100 cubic feet of 
water consumed

Increasing Block Rate Structure
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Rates Should Encourage Alternative Water 
Supply Development – Ch. 373.1961 (3)(j), F.S. 
Rates Should Encourage Alternative Water Rates Should Encourage Alternative Water 
Supply Development Supply Development –– Ch. 373.1961 (3)(j), F.S. Ch. 373.1961 (3)(j), F.S. 

Reduced rates for 
reclaimed water

Blending of rates for 
traditional and alternative 
water supply sources

Reduced rates for 
reclaimed water

Blending of rates for 
traditional and alternative 
water supply sources
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Economies of Scale

Service Area Density

Age of System

Extent of Alternative Water Supply Development

Planning and Cost Recovery Policies

Rate and Fee Structure
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Monthly Bills within SFWMDMonthly Bills within SFWMDMonthly Bills within SFWMD
SFWMD Utilities

Total Water and Sewer Bill
7,000 Gallons of Water Consumption

(Sorted by Total Bill Ascending)
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Florida Utilities
Monthly Residential Water & Sewer Bill 

Consumption of 7,000 Gallons
(Sorted by Total Bill Ascending)
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National Utilities
Residential Water & Sewer Monthly Bill

Consumption of 7,000 gallons
(Sorted by Total Bill Ascending)
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Water and Sewer Impact FeesWater and Sewer Impact FeesWater and Sewer Impact Fees
SFWMD Utilities

Water and Sewer Impact Fees
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SummarySummary

Complex issues for local utilities to balance:

Cost recovery

Legal requirements (e.g. - rates v. impact fees) 

Local conditions (e.g. – typical amount of water used, 
low income customer needs, etc.)

Resource efficiency and conservation

Local responsibility to develop rates and charges

Water Management District protects water resources




