
Tuesday, January 8, 2019
4:00-5:00pm EST

Structuring Water Rates for Small Water Systems in 
Connecticut 

This program is made possible under a 
cooperative agreement with EPA. 

www.efcnetwork.org



Using the control panel
Audio: please choose between 

computer audio or phone call

If you do not hear audio right now, please check your speaker 
volume or enter #[your Audio PIN]# if using phone

Submit questions in the Questions box at any time, and 
press [Send]

Click      to open 
in separate box 
and resize

Click     to open in 
Control Panel

Opening the control panel
Show your control panel

Toggle between full screen/window screen view

All phones/microphones are muted 
for the duration of the webinar

Logistics



https://efcnetwork.org/events/webinar-asset-management-
for-small-systems-improving-your-system-and-meeting-
new-regulations/

https://efcnetwork.org/events/webinar-asset-management-for-small-systems-improving-your-system-and-meeting-new-regulations/


Don’t miss the next 2 
webinars! 
Consider Regionalization for Small System Sustainability 
Tuesday, January 29, 2019
4:00PM-5:00PM EST

Managing Your Water System Under Pressure: New Requirements 
for Hydropneumatic Tanks and Water Loss
Wednesday, February 13, 2019
3:00PM-4:00PM EST

Register at www.efcnetwork.org

http://www.efcnetwork.org/


• Understand how to pay for the costs of 
running your water system

• Look more closely at how rates can be 
structured, with examples of small, non-
governmental systems from across the 
country

Session Objectives
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• Fixed Revenues—not dependent on the 
volume of water used

• “Base charge”
• “Monthly minimum”
• “Ready to use fee”
• “Meter fee”

Customer Sales



• Variable Revenues—are linked to the 
volume of water used

• “Commodity charges”

Customer Sales



Customer Sales

All
Fixed 

Revenues



All Fixed Revenues

Cedar Green Land Acquisition, MO



All Fixed Revenues

Wildwood Water Company, NH



Customer Sales

All
Fixed 

Revenues

All 
Variable 

Revenues



All Variable Rates

Kawela Plantation Homeowners’ Association, HI



All Variable Rates

Middle Fork Water Company, MO 



Customer Sales

All
Fixed 

Revenues

All 
Variable 

Revenues

Fixed 
Revenues

Variable 
Revenues



Balance of Fixed and Variable

Old Newgate Ridge Water Company, CT



Your Rates—Polling Question



So which 
rates are 

right?
It depends...



Water System Objectives

Full cost 
recovery/ 
revenue 
stability

Encouraging 
conservation

Fostering 
business-
friendly 

practices

Maintaining 
affordability

(keeping rates low 
– to whom?)



1. Customer classes/distinction
2. Billing period
3. Base charge
4. Consumption allowance included with base 

charge
5. Volumetric rate structure
6. (If applicable) Number of blocks, block sizes 

and rate differentials
7. Frequency of rate changes

Elements of Rate Structure 
Designs



• One rate structure for all

• Target: All are equal

Customer Classes/Distinctions



One Rate Structure for All

Bidegain Water Company, AZ



• Separate rate structure for residential, 
irrigation, commercial, industrial, 
governmental, or wholesale customers 

• Target: Specific type of customer

Customer Classes/Distinctions



Residential, Commercial, etc.

Hartford Water Authority, GA



Seasonal Customers

East Northfield Water Company, MA



• One rate structure, but with different 
base charges or volumetric charges 
based on meter size or usage

• Target: Non-residential or multi-family 
housing

Customer Classes/Distinctions



Base Charge on Meter Size

Preston Plains Water Company, CT



Base Charge on Meter Size

Antelope Water Company, AZ



• One rate structure for all, but with blocks 
that implicitly only target non-residential  
or non-domestic use

• Target: Non-residential or non-domestic

Customer Classes/Distinctions



Blocks Targeting Non-Residential

Hana Water Systems, HI



• Negotiated rate structure with individual 
high-use customers (typically an 
industrial customer)

• Target: Only one customer

Customer Classes/Distinctions



Negotiated Rate

High Country Pines Water Company, AZ



Billing Period

More Frequently Less Frequently
(e.g.: Monthly) (e.g.: Quarterly)

Suggestion: Use a monthly billing period if you can afford it



Base Charges

High Base 
Charge

Low Base 
Charge

Suggestion: 
Smaller utilities 

should lean 
towards higher 
base charges



Consumption Allowance 
with Base Charge

Do not Include some Include high
include any amount  amount
(0 gallons) (e.g. 1,000 gal/mo) (e.g. 3,000 gal/mo)

Suggestion: For systems with low base charges, do not 
include any consumption allowance. For systems with high 

base charges but wish to encourage conservation, keep 
consumption allowance low, if any.

“Lifeline”



No Gallons Included

Heckethorn Water Company, AZ



Some Gallons Included

Stockton Hills Water Company, MO



Higher Gallons Included

Millennium Water Association, NC



Higher Gallons Included

Thim Water Corporation, AZ



• Fair and simple

Volumetric Rate Structure
Uniform (“Flat”) Rates

0  1   2   3   4   5   6  7  8  
Consumption (GPM)Pr

ic
e 

($
/1

00
0 

ga
llo

ns
) 5

4
3
2
1
0

0  1   2   3   4   5   6  7  8  
Consumption (GPM)

M
on

th
ly

 B
ill

 ($
)



Uniform Rates

Escapees at North Ranch Utilities, AZ



Uniform Rates

East Northfield Water Company, MA



• Conservation-
oriented

• Consider large 
families

Volumetric Rate Structure
Increasing Block Rates
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Increasing Block Rates

Napu’u Water, HI



• Provide price 
break for large 
users (e.g.: 
commercial)

• Typically not for 
residential

Volumetric Rate Structure
Decreasing Block Rates
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Decreasing Block

Granite Dells Water Company, AZ



For block rate structures to be effective:
• Decide on the correct number of 

blocks
• Decide on where the blocks should 

end/start
• Set significant rate differentials 

between blocks

(If Applicable) Block Designs



For block rate structures to be effective:
• Keep in mind your base charge and 

consumption allowance
• Meter reading must be punctual, and 

meters must be replaced frequently
• Think about large families

(If Applicable) Block Designs



Too Many Blocks!



• Always review your rates annually 
(recommended)

• Review your financial health indicators 
annually, and then review your rates if 
any of the indicators reflect poor 
financing

• Raise rates each year automatically 
based on inflation

Frequency of Rate Changes



• Important!  Avoid maintaining low rates 
at the expense of your system’s 
financial health

• It will either lead to a sudden, massive 
rate increase in the future or to failing 
systems and endangering public 
health, or both

Frequency of Rate Changes



https://www.ct.gov/pura/site/default.asp

https://www.ct.gov/pura/site/default.asp


Designing Rate Structures 
That Support Your Objectives

Available at:
http://efc.sog.unc.edu/

Free guide 
written for 
system 
managers

http://efc.sog.unc.edu/


Water and Wastewater Rates Analysis Model
http://efc.sog.unc.edu or     http://efcnetwork.org

Find the most up-to-date version in Resources / Tools

Created by the Environmental Finance Center at the University of North Carolina, Chapel Hill
Funded by the U.S. E.P.A. and the N.C. Department of Environment and Natural Resources

http://efc.sog.unc.edu/
http://efcnetwork.org/


Glenn Barnes
Environmental Finance Center
The University of North Carolina at Chapel Hill
919-962-2789
glennbarnes@sog.unc.edu

How to Structure Water Rates

mailto:glennbarnes@sog.unc.edu
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