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Burton & Associates 
200 Business Park Circle, Suite 101 • St. Augustine, Florida 32095 • Phone (904) 247-0787 • Fax (904) 241-7708 

E-mail: aburnham@burtonandassociates.com 

 

 
 
 
May 13, 2009 
 
Mr. Albert Carbon 
Public Works Director 
City of Fort Lauderdale 
949 N.W. 38th Street 
Fort Lauderdale, FL  33309 
 
Re: Utility Rate Study – Final Draft Report 
 
Dear Mr. Carbon: 
 
Burton & Associates is pleased to present this Final Draft Report of the Utility Rate 
Study that we have performed for the City of Fort Lauderdale’s Water & Sewer Systems.     
 
The report includes recommendations for the establishment of cost of service based rates 
that will ensure the City can continue to meet its financial obligations while maintaining a 
sound financial position.  The rates are also designed to complement the City’s efforts to 
promote the efficient and sustainable use and management of the community’s essential 
water resources. 
 
We appreciate the fine assistance provided by you and all members of your staff who 
participated in the study.  It has been a pleasure to be of assistance to the City, and if you 
have any questions or comments regarding the report, please do not hesitate to call me at 
(904) 247-0787. 
 
 
Very truly yours, 

 
Andrew J. Burnham 
Senior Vice President 
 
AJB/cs 
Enclosure
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Executive Summary 
 
 This Final Draft Report (Report) presents the results of a comprehensive Water & 
Sewer Utility Rate Study (Rate Study) conducted for the City of Fort Lauderdale Water 
& Sewer Systems (Utility) by Burton & Associates.  This Executive Summary presents 
an overview of the Rate Study, while detailed descriptions of the methodologies, 
analyses, results and recommendations are presented in the remainder of the Report. 
 
A. Background 
 
 The Utility has not conducted a comprehensive water and sewer rate study since 
19961.  However, within the past five years, the Utility has implemented a drought rate 
surcharge structure for periods of water use restrictions imposed by the South Florida 
Water Management District.  Moreover, the Utility evaluates the sufficiency of its rate 
revenues every year and has adopted annual rate increases of about 3% to 5% since the 
1996 rate study. 
 

It is important that this Rate Study establish a plan of rate adjustments and rate 
structure modifications to provide for: 

 
√ Adequate Revenues - Adequate revenues must be generated to support the 

funding of water and sewer system operations and maintenance (O&M) 
costs, capital equipment needs, capital improvement needs, and debt 
service principal and interest costs over the next five to ten years. 

 
√ Cost of Service Based Rates – The Utility is committed to implementation 

of rates that are based upon cost of service principals.  To the extent 
possible, the rates developed in this Rate Study apportion the costs of 
service fairly and equitably based upon generally accepted cost of service 
rate making principals.    

 
√ Fixed Cost Recovery & Water Conservation Incentives - The rate structure 

recommended in this Report is expected to provide a greater level of fiscal 
stability and ensure fixed cost recovery while also providing a stronger 
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price incentive for water conservation by residential customers and 
customers with a separate irrigation meter. 

 
√ Residential Rate Survey – The Rate Study included the preparation of a 

residential rate survey that resulted in the comparison of the Utility’s FY 
2009 monthly water and sewer bill for a typical single-family user to those 
of various other local and comparable utility systems.  

 
√ Impact Fees – The Rate Study included the calculation of comprehensive 

system capacity charges or impact fees for the water and sewer systems 
respectively.  

 
√ Specific Miscellaneous Service Charges – The Rate Study included the 

preparation of cost computation and fee templates to assist staff in 
preparing updates to all or certain of the Utility’s existing specific 
miscellaneous service charges. 

 
√ Service Availability Fees – The Rate Study included an analysis of 

establishing service availability fees for vacationing/inactive accounts.   
 
B. The Rate Study 
 

In order to address the requirements to provide adequate revenues over a multi-
year projection period and a rate structure that will further the Utility’s objectives, 
including providing desired pricing signals for water conservation, the Rate Study was 
completed in two phases of work as follows: 
 
1. Phase I - Revenue Sufficiency Analysis – An analysis was conducted to:  

 
a. Evaluate the adequacy of projected water and sewer revenues to fund all 

of the Utility’s requirements over a ten-year period (FY 2009 through FY 
2018).  

                                                                                                                                                                             
1 CH2MHill Rate Study – 1996 
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b. Determine a plan of rate adjustments that will provide sufficient revenues 
to meet all of the Utility’s requirements over that projection period, while 
avoiding rate spikes. 

 
2. Phase II - Rate Design – An analysis was conducted to develop water and sewer 

rates, fees, and charges that will: 
 
a. Provide additional fiscal stability and ensure recovery of fixed costs while 

also providing greater price incentives for water conservation. 
 
b. Provide adequate revenues to meet the Utility’s rate revenue requirements 

in FY 2009 as determined in Phase I. 
 

c. Provide Impact Fees that reflect the current cost of service to ensure that 
growth pays for growth. 

 
d. Provide cost computation templates to allow for the updating of all or 

certain of the Utility’s Specific Miscellaneous Service Charges. 
 

e. Recover fixed capacity costs incurred to be continuously ready to serve 
vacation or otherwise inactive accounts. 

 
C. Results 
 

Although the results presented herein include projections as to the financial 
performance of the Utility over a ten-year projection period, they represent a snapshot in 
time based upon estimates and assumptions as to the outcome of future events and 
conditions.  Because future events and conditions may occur differently than projected, it 
will be important to monitor the results over time and update this analysis periodically.   

 
The results of the Rate Study are as follows: 
 

1. Phase I - Revenue Sufficiency Analysis  
 

a. Overall Plan of Rate Revenue Adjustments 
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The results of the Revenue Sufficiency Analysis indicate that the schedule 

of rate revenue adjustments in Table E.1 below will be needed to achieve 
required overall increases in water and sewer revenues over the projection period.  
Rate revenue increases can be achieved in two ways.  

 
1) In years that the rate structure is not changed, the rate revenue increase 

can be achieved by simply applying the rate revenue percentage 
increase to all elements of the existing rate structure (in this case the 
rate revenue percentage increase and the increase to all rates are the 
same). 

 
2) However, in years in which the rate structure is changed, the required 

rate revenue percentage increase is applied to the prior year’s rate 
revenue, adjusted for growth, to determine the revenue requirement for 
the subject year and the rates for the adjusted rate structure are 
calculated to produce that revenue requirement, thus achieving the 
required rate revenue increase.  In this case, the increases to individual 
rates within the rate structure may be significantly different than the 
rate revenue percentage increase and the percentage increase in a 
customer’s monthly bill may also be different from the rate revenue 
percentage increase. 

 
In the case of the Utility, a hybrid situation exists now, whereby a portion 

of the rate revenue increase required in FY 2009 (5% of additional revenue) was 
achieved by increasing the water and sewer fixed and variable charges uniformly 
by 5% effective on October 1, 2008.  During FY 2009 (currently estimated to be 
August of 2009), the Utility intends to implement the recommended rates for FY 
2009 as presented in this Report that will recover the remaining portion of the 
total additional revenue required in FY 2009 identified in Table E.1 (i.e. 
approximately 20% of additional revenue).  However, in the years subsequent to 
FY 2009, the rate revenue increase percentages can simply be applied across-the-
board to each component of the prior year’s rate structure that will have been 
implemented at some point during FY 2009 and adjusted in this way in each year 
of the projection period. 
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Table E.1 – Proposed Total Utility Rate Revenue Increases 
 
 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Percentage Rate 
Revenue Increases 20.0% 0.0% 5.0% 5.0% 5.0% 

 
b. Cost of Service Allocation and Revenue Recovery 

 
As part of the Study, a cost allocation analysis was performed, whereby 

projected annual operating expenses by department, transfers, and existing and 
new debt service requirements were allocated between the water and sewer 
systems based upon generally accepted industry criteria for each type of expense.  
This analysis concluded that the average allocation of total utility costs to the 
water system over the next five and ten years is 56%, with the average sewer 
system allocation being 44%.  The cost allocation results were then compared to 
the proportion of rate revenues recovered from each respective system.  Over the 
next five and ten years, the projected average percentage of total utility rate 
revenues recovered by the Utility’s current water rates are 55%, with the 
remaining 45% of revenues being collected from sewer rates.  As such, it was 
determined that the current rates properly allocate costs based upon cost of service 
principles, and that the identified plans of total required utility rate adjustments 
can be recovered equally from water and sewer service.   

 
Table E.2 – Proposed Water & Sewer Rate Revenue Increases 
 
 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 
Percentage Rate 
Revenue Increases:      

Water 20.0% 0.0% 5.0% 5.0% 5.0% 
Sewer 20.0% 0.0% 5.0% 5.0% 5.0% 

Total Utility Increase 20.0% 0.0% 5.0% 5.0% 5.0% 
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Implementation of this plan of adjustments to water and sewer rate 
revenue will: (a) minimize the projected borrowing required to fund the CIP; (b) 
provide strong debt service coverage in each year of the projection period; and (c) 
maintain capital and operating reserves at or above the Utility’s target levels in 
each year of the projection period. 

 
2. Phase II – Rate Design 
 
 After evaluation of the current water rate structure, it was determined that 
adjustments should be made to address the Utility’s fiscal stability/fixed cost recovery 
and water conservation objectives, and that the recommended adjustments could be made 
within the current utility billing system.  

 
The key results of our evaluation of the current water and sewer rate structure are 
as follows: 
 

a. Fixed Monthly Charge:  
 
Evaluation - Our analysis indicates that the current fixed monthly charges 

for water and sewer service reflect a generally reasonable allocation of costs to 
each customer class, however, the fees are very modest and place a high 
percentage of revenue recovery at risk in variable usage charges that are not 
always easy to accurately project/predict. 
 

Recommendation - No changes are recommended to the structure of the 
fixed monthly charge for water or sewer service, but we do recommend updating 
the proportionate relationship of the fixed monthly charges by meter size as well 
as increasing the level of revenue recovered from all fixed monthly charges. 

 
b. Usage Charges: 

 
Evaluation - The current water rate structure differs by customer type and 

reflects inclining block rate structures for residential and irrigation accounts.  
However the rates, usage in each block or tier, and the number of tiers varies 
between the single-family and multi-family residential classes as well as between 

CAR 09-0628 
Exhibit 2



   UTILITY RATE STUDY 
EXECUTIVE SUMMARY 

 
    

City of Fort Lauderdale       Burton & Associates 
Final Draft Report  Utility Finance & Economics  

vii 

 

residential and irrigation accounts.  It is common in most utility rate structures to 
have consistency between the inclining block rates and tiers within the residential 
class as a whole, as well as a rational linkage from the residential inclining block 
rate structure to that of separate irrigation accounts.   

 
The Utility currently employs a single or uniform rate per thousand 

gallons for commercial and bulk/master metered accounts.  This is a common 
practice, as non-residential customers do not exhibit as predictable a discretionary 
usage profile as the residential class.  Many businesses use water in either the 
production of products or the delivery of service. Although there are methods that 
are used to implement increasing (or inclining) block water rates for commercial 
customers, all inevitably assess a punitive rate upon many commercial customers 
who have little ability to reduce usage in response to price.   

    
Relative to sewer service, there is a two-tier rate structure for residential 

customers, with a cap or maximum billed use of 20,000 gallons per month for 
single-family accounts and between 7,000 and 8,000 gallons for each unit of a 
master metered multi-family residential account (depends upon the total number 
of units per account).  Commercial and bulk/master metered customers are subject 
to a uniform rate per thousand gallons of metered water use with no cap or 
maximum.   

 
Recommendation - This Rate Study recommends that the inclining block 

rate structure for individually metered single family residential customers be 
revised from a three-tier structure to a five-tier structure.  Moreover, we 
recommend applying the inclining block rates and structure on a per dwelling unit 
basis for multi-family residential accounts, but with different use in each tier that 
is scaled based upon the proportion of average use per multi-family dwelling unit 
to average use per single-family dwelling unit.  We also recommend updating the 
irrigation inclining block ranges and rates to be consistent with the recommended 
rate structure for residential accounts.  These changes are expected to send a 
stronger price signal to high volume residential and irrigation accounts, while 
sheltering usage within normal ranges from increases applied to the higher ranges 
of usage where conservation is targeted.   
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Furthermore, given the likelihood of year-round water use restrictions, the 
FY 2009 rates have been developed to include the additional drought rate 
surcharges for Phase II water use restrictions.  As such, we recommend modifying 
the drought rate surcharge structure to eliminate any surcharges through Phase II 
water use restrictions and to amend those for greater use restriction phases to be 
consistent with the recommended FY 2009 rate structure.   

 
The Study also recommends updating the commercial and bulk/master 

metered uniform water rate to reflect the FY 2009 uniform cost per thousand 
gallons of the Utility.    

 
Finally, we recommend applying the single family sewer usage rate 

structure to multi-family accounts on a per unit basis as is proposed for water 
usage charges.  Similarly, we recommend updating the commercial and 
bulk/master metered uniform sewer rate to reflect the current uniform cost per 
thousand gallons of billed sewer flow for FY 2009.   

 
c. Recommended Water and Sewer Rates 
 

The FY 2009 rates recommended in this Rate Study are shown in Table 
E.3 on the following page. 
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FIXED CHARGES Irrigation Fire Service
Water Sewer Water Sewer Water Sewer Water Sewer Water Water

5/8" 4.71       6.92       4.71       6.92       4.71        6.92       15.35     23.98     4.71       4.71           
3/4" 6.54       9.86       6.54       9.86       6.54        9.86       21.95     34.57     6.54       6.54           
1" 10.21     15.75     10.21     15.75     10.21      15.75     35.16     55.75     10.21     10.21          
1.5" 19.38     30.45     19.38     30.45     19.38      30.45     68.54     109.28    19.38     19.38          
2" 30.39     48.10     30.39     48.10     30.39      48.10     108.52    173.40    30.39     30.39          
3" 56.07     89.28     56.07     89.28     56.07      89.28     201.33    322.23    56.07     56.07          
4" 92.75     148.11    92.75     148.11    92.75      148.11    334.50    535.77    92.75     92.75          
6" 184.46   295.17    184.46    295.17    184.46    295.17    667.22    1,069.32 184.46    184.46        
8" 294.51   471.65    294.51    471.65    294.51    471.65    1,065.97 1,708.76 294.51    294.51        
10" 422.90   677.54    422.90    677.54    422.90    677.54    1,914.83 3,070.00 422.90    422.90        
12" 789.74   1,265.80 789.74    1,265.80 789.74    1,265.80 3,078.81 4,936.56 789.74    789.74        
16" 1,284.97 2,059.96 1,284.97 2,059.96 1,284.97  2,059.96 5,203.17 8,343.18 1,284.97 1,284.97     

USAGE CHARGES Irrigation Fire Service
Water Sewer Water Sewer Water Sewer Water Sewer Water Water

(per unit) (per unit) (per unit) (per unit) (per meter) (per meter (per meter (per meter)(per meter)(per meter)
Block 1 0 - 3 0 - 3 0 - 1 0 - 1 > 0 > 0 > 0 > 0 0 -12 N/A
Block 2 4 - 8 4 - 20 2 - 3 2 - 8 13 - 20
Block 3 9 - 12 > 20 4 - 5 > 8 >20
Block 4 13 - 20 6 - 8
Block 5 >20 >8

Usage Rates Irrigation Fire Service
($ / 1,000 gal.) Water Sewer Water Sewer Water Sewer Water Sewer Water Water

Block 1 1.44$     2.55$     1.44$     2.55$     3.49$      4.54$     3.49$     4.54$     4.00$     N/A
Block 2 3.20$     5.65$     3.20$     5.65$     5.39$     
Block 3 4.00$     -$       4.00$     -$       7.82$     
Block 4 5.39$     5.39$     
Block 5 7.82$     7.82$     

Master-Metered

Block Ranges  - (1,000 
gal. per mo.)

Single-Family Res. Multi-Family Res. Commercial

Single-Family Res. Multi-Family Res. Commercial Master-Metered

Single-Family Res. Multi-Family Res. Commercial Master-Metered

Table E.3 – Recommended Water and Sewer Rates 
 

 
Note: The use per block shown for Irrigation above is for a 5/8” meter.  The use in each block for all other 
meter sizes is adjusted based upon the meter equivalency factor identified on Table III.2. 
 

d. Customer Impact Analysis 
 
Implementation of the recommended changes to the water and sewer rate 

structure will affect all customer classes.  Specifically, implementation of the 
recommended changes to the water and sewer rate structure will impact customers 
with alternative usage patterns differently.  Table E.4 on the following page 
provides the customer impact upon a single family residential 5/8 x 3/4 inch 
metered customer’s combined water and sewer bill (including drought rate 
surcharges as applicable) at consumption levels in 1,000 gallon per month 
increments up to 30,000 gallons per month.  
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% of Bills Cumulative % Water Use W & S W & S W & S W & S
7.9% 7.9% 0 8.55$            11.63$         3.08$        36.0%
5.7% 13.6% 1 12.85$          15.62$         2.77$        21.6%
8.5% 22.1% 2 17.15$          19.61$         2.46$        14.3%

10.2% 32.3% 3 21.45$          23.60$         2.15$        10.0%
10.4% 42.7% 4 28.54$          32.45$         3.91$        13.7%
9.5% 52.2% 5 35.63$          41.30$         5.67$        15.9%
8.0% 60.2% 6 42.72$          50.15$         7.43$        17.4%
6.4% 66.6% 7 49.81$          59.00$         9.19$        18.5%
5.2% 71.9% 8 58.21$          67.85$         9.64$        16.6%
4.1% 76.0% 9 66.61$          77.50$         10.89$      16.3%
3.3% 79.3% 10 75.01$          87.15$         12.14$      16.2%
2.6% 81.9% 11 83.41$          96.80$         13.39$      16.1%
2.1% 84.0% 12 91.81$          106.45$        14.64$      15.9%
1.8% 85.8% 13 100.21$        117.49$        17.28$      17.2%
1.5% 87.2% 14 108.61$        128.53$        19.92$      18.3%
1.2% 88.5% 15 117.01$        139.57$        22.56$      19.3%
1.1% 89.5% 16 125.41$        150.61$        25.20$      20.1%
0.9% 90.5% 17 133.81$        161.65$        27.84$      20.8%
0.8% 91.3% 18 142.21$        172.69$        30.48$      21.4%
0.7% 92.0% 19 150.61$        183.73$        33.12$      22.0%
0.6% 92.6% 20 159.01$        194.77$        35.76$      22.5%
0.6% 93.2% 21 162.55$        202.59$        40.04$      24.6%
0.5% 93.7% 22 166.09$        210.41$        44.32$      26.7%
0.5% 94.2% 23 169.63$        218.23$        48.60$      28.7%
0.4% 94.6% 24 173.17$        226.05$        52.88$      30.5%
0.4% 95.0% 25 176.71$        233.87$        57.16$      32.3%
0.3% 95.4% 26 180.25$        241.69$        61.44$      34.1%
0.3% 95.7% 27 183.79$        249.51$        65.72$      35.8%
0.3% 96.0% 28 187.33$        257.33$        70.00$      37.4%
0.3% 96.2% 29 190.87$        265.15$        74.28$      38.9%
3.8% 100.0% 30+ 194.41$        272.97$        78.56$      40.4%

Single Family Residential Bill Comparison
Rates - 10/1/08 Rates - 7/1/09 $ Change % Change

Table E.4 – Customer Impact Analysis (Usage up to 30,000 gallons per month) 
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e. Impact Fees 
 

Impact fees are established in order to recover the proportionate share of 
the capital costs a utility incurs to provide the “backbone” water supply, treatment 
and distribution facilities, and sewer collection, treatment and disposal facilities 
necessary to meet a new customer’s capacity requirements.  While the Utility 
already has a form of capacity expansion fees in the City Ordinance, it is 
recommended that the impact fees calculated as part of this analysis replace these 
fees and are applied to all growth and redevelopment as appropriate (except we 
recommend continuing to assess the additional $1,000 per Equivalent Residential 
Unit (ERU) charge applicable to new sewer connections under the WaterWorks 
2011 program).   
 
 The recommended impact fee per ERU (based upon 300 GPD) for water 
service is $1,511 and the recommended fee for sewer service is $1,869.  The 
current expansion fees for combined water and sewer service of $1,386 and $651 
respectively.  As such, the new fees represent a $125 and $1,218 increase over the 
existing fees for water and sewer respectively.  For a combined water and sewer 
ERU, the total proposed impact fee is $3,381 versus the current total of $2,037, 
representing an increase of $1,344, or 66%.  Appendix B includes supporting 
schedules presenting the basis for the proposed impact fees. 
 

Although the City Commission has the discretion to adopt impact fees at a 
percentage of the full cost recovery fees, or to phase in increases to full cost 
recovery over a multi-year period, we recommend adoption of full cost recovery 
fees to ensure that to the extent possible growth pays its fair share of the capital 
assets necessary to serve it.  We also recommend that the Utility implement an 
annual escalation policy for impact fees that applies appropriate construction cost 
escalation factors for no more than five years, at which time the impact fees should 
be recalculated to ensure that fundamental changes in the underlying cost of capital 
assets are regularly accounted for in the fees.  This would be a cost-effective way 
to keep the fee generally in line with escalating construction costs and to also 
provide a mechanism to periodically recalculate the fees to reflect changing capital 
requirements in response to regulatory requirements, growth/redevelopment, etc. 
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f. Specific Miscellaneous Service Charges 
 

The Utility currently has an array of specific miscellaneous service 
charges that are assessed to customers for the performance of specific services 
that benefit only the customer for whom the service is provided.  As part of the 
Study, we prepared detailed cost computation templates that were provided to 
Utility staff to be populated with actual cost information for each type of service 
in order to determine whether the current fees are recovering the current costs 
incurred to provide each respective service.  Upon completion of the cost 
computation templates, it is anticipated that staff will initiate the appropriate 
ordinance and/or resolution adjustments to update the appropriate specific 
miscellaneous service charges. 

 
g. Service Availability Fees 
 

  The purpose of a service availability fee is to recover a portion of the costs 
that the utility incurs to maintain a readiness to serve properties that at one time 
had active utility service but are currently inactive. 

 
  Typically service availability fees are equal to the fixed monthly charge of 

the user fee that is paid by properties that are currently receiving utility service, 
less the portion of the fixed charge associated with the costs of meter 
reading/customer service (if a utility does not read the meters and/or issue bills for 
inactive accounts). The fixed monthly charge component of the user fee is 
typically structured to represent a “readiness-to-serve” charge and it is an 
appropriate policy to assess that charge to properties that are connected to the 
system and at one time received active service but are currently inactive. 

 
  As the Utility continues to read the meters for all inactive accounts, we 

recommend applying the full fixed monthly charges as the amount of the service 
availability fees.  These fees for FY 2009 are presented in Table E.5 for 
consideration by the Utility, and it is important to note that these fees should 
adjust consistent with future adjustments to the water and sewer fixed monthly 
charges.   
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Table E.5 – Water & Sewer Service Availability Fees 
 

Meter Size 
Water Service 

Availability Fee 
Sewer Service 

Availability Fee 
5/8”          $4.71         $6.92  

3/4”          $6.54         $9.86  

1”          $10.21        $15.75  

1.5”         $19.38        $30.45  

2”         $30.39        $48.10  

3”         $56.07        $89.28  

4”         $92.75      $148.11  

6”       $184.46      $295.17  

8”       $294.51      $471.65  

10”       $422.90      $677.54  

12”       $789.74   $1,265.80  

16”    $1,284.97   $2,059.96  
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Section I - Rate Study Overview 
 

This Report presents the results of a comprehensive water and sewer rate study 
(Rate Study) that Burton & Associates conducted for the City of Fort Lauderdale’s Water 
& Sewer System (Utility).   

 

A. Background 
  
 The Utility has not conducted a comprehensive water and sewer rate study since 
19962.  However, within the past five years, the Utility has implemented a drought rate 
surcharge structure for periods of water use restrictions imposed by the South Florida 
Water Management District.  Moreover, the Utility evaluates the sufficiency of its rate 
revenues every year and has adopted annual rate increases of about 3% to 5% since the 
1996 rate study.  Given the length of time since the last formal rate study and the current 
economic environment/conditions, the Utility determined it was appropriate to again 
perform a detailed rate study.   
 

B. Scope 
 
This Rate Study included the following elements: 
 
√ Revenue Sufficiency Analysis – Development of a plan of rate revenue 

increases to ensure that adequate revenues will be generated to support the 
funding of all of the Utility’s requirements3 (operation and maintenance 
expenses, transfers, equipment, capital improvement needs, and debt 
service principal and interest costs) over the next ten years. 

 
√ Cost of Service Based Rates – The Utility is committed to implementation 

of rates that are based upon cost of service principals.  To the extent 
possible, the rates developed in this Rate Study apportion the costs of 

                                                           
2 CH2MHill Rate Study – 1996 
3 It is important to note that the scope of the Rate Study was limited to the Utility’s local systems only and 
did not analyze the financial performance and operations of the Regional Wastewater Treatment Plant. 
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service fairly and equitably based upon generally accepted cost of service 
rate making principals.    

 
√ Fixed Cost Recovery & Water Conservation Incentives - The rate structure 

recommended in this Report is expected to provide a greater level of fiscal 
stability and fixed cost recovery while also providing a stronger price 
incentive for water conservation by residential customers and customers 
with a separate irrigation meter. 

 
√ Impact Fees – The Rate Study included the calculation of comprehensive 

system capacity charges or impact fees for the water and sewer systems.  
 
√ Specific Miscellaneous Service Charges – The Rate Study included the 

preparation of cost computation and fee templates to assist staff in 
preparing updates to all or certain of the Utility’s existing Specific 
Miscellaneous Service Charges. 

 
√ Residential Rate Survey – The Rate Study included the preparation of a 

residential rate survey that resulted in the comparison of the Utility’s FY 
2008 monthly water and sewer bill for a typical single-family user to those 
of various other local and comparable utility systems.  

 
√ Service Availability Fees – The Rate Study included an analysis of 

establishing service availability fees for vacationing/inactive accounts.   

 
C. Study Procedures 
 

The Rate Study was conducted in two phases of work: 
 
Phase I – Revenue Sufficiency Analysis 
 
Phase II – Rate Design 
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In each phase of the Rate Study, we met with Utility staff to obtain all required 
data and information.  We then performed the revenue requirements analysis and rate 
calculations using our proprietary Financial Analysis and Management System (FAMS-
XL©).  FAMS-XL© is an interactive utility financial planning and rate model that allows 
us to simulate the financial dynamics of a utility over a multi-year projection period.  We 
used FAMS-XL© to identify alternative financial management programs and associated 
plans of rate revenue adjustments to provide sufficient revenues to fund all of the 
Utility’s requirements over a ten-year projection period.  We met with staff in several 
interactive work sessions to review the results, evaluate what-if scenarios and develop the 
recommended financial management program. 

 
We used the Rate Design module of FAMS-XL© to develop the recommended 

rates under the recommended rate structure presented in this Report.  As in Phase I, we 
met with staff in several interactive work sessions to review rate design alternatives and 
develop the recommended water and sewer rates presented in this Report. 
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Section II – Revenue Sufficiency Analysis 
 

A. Introduction 
 
This section of the Report presents the results of the Revenue Sufficiency 

Analysis which was conducted during Phase I of the Utility Rate Study (Rate Study) for 
the City of Fort Lauderdale’s Water & Sewer Systems (Utility).  The Revenue 
Sufficiency Analysis was based upon a ten-year projection period from FY 2009 through 
FY 20184.  The first five years of the projection period from FY 2009 through FY 2013 
can be considered a planning period during which the accuracy of the projected results 
can be considered for current decision making.  The remainder of the projection period is 
included in the analysis to determine if there are any major capital funding or operational 
issues that may emerge during that time frame that may need to be addressed as part of 
the rate and financial planning decision-making process.  Examples of such would 
include the need for alternative supplies of water, major sewer system capacity 
requirements, etc.   

 
Section II.A.1 and 2 present the objective and scope of the Revenue Sufficiency 

Analysis and the procedures employed in the conduct of the analysis.  Section II.B 
presents the results, and Section II.C presents the conclusions and recommendations of 
the Revenue Sufficiency Analysis.  
 
1. Objective and Scope 
 
The objective of the Revenue Sufficiency Analysis was to: 
 

Evaluate the sufficiency of the Utility’s water and sewer rates over a ten-year 
projection period.  This evaluation included development of a recommended 
financial management plan that identified rate revenue increases that would 

                                                           
4 While the analysis includes actual and estimated information for FY 2008, this information serves as the 
basis for future projections.  As such FY 2008 is not considered to be part of the projection period. 
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provide sufficient revenues to fund all of the Utility’s requirements from FY 2009 
through FY 2018 for its local water and sewer systems5.  

 
2. Revenue Sufficiency Analysis Study Procedures 

 
In the Revenue Sufficiency Analysis, we developed alternative ten-year financial 

management plans and corresponding rate revenue adjustment plans through several 
interactive work sessions with Utility staff.  During these work sessions we examined the 
impact of various alternatives upon key financial indicators by use of graphical 
representations projected on a large viewing screen from our computer rate models.  In 
this way, we developed rate revenue adjustment plans for each alternative financial 
management plan identified, including the recommended financial management plan 
presented in this Report, which will allow the Utility to fund its system requirements 
throughout the projection period and meet its financial performance goals and objectives.   

 
In order to initialize our analysis, we obtained the Utility’s historical and 

budgeted financial information regarding the operation of the Utility’s water and sewer 
systems.  We also obtained the Utility’s ten-year capital improvement program, including 
annual renewal and replacement requirements and the remaining portion of the 
WaterWorks 2011 program.  We documented the Utility’s current debt obligations and 
the covenants, or promises made to bond holders or other lenders, relative to net income 
coverage requirements, reserves, etc.  We also counseled with Utility staff regarding 
other assumptions and policies that would affect the financial performance of the Utility 
such as growth, bond coverage levels, additional capital expenses outside of the Utility’s 
adopted budget and master plans, required levels of operating and capital reserves, 
earnings on invested funds, escalation rates for operating costs, etc.  

 
All of this information was entered into our proprietary Financial Analysis and 

Management System (FAMS-XL©) interactive model.  The FAMS-XL© model 
produced a ten-year projection of the sufficiency of the proposed water and sewer 
revenues to meet all of the Utility’s current and projected financial requirements and 
determined the level of rate revenue increases necessary in each year of the projection 

                                                           
5 The scope of the Rate Study was limited to a review of the local systems and excluded any financial 
analysis of the Regional Wastewater Treatment Plant financial performance and operation.  
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period to provide sufficient revenues to fund all of the Utility’s cost requirements.  A cost 
allocation analysis was also conducted to determine if the current water and sewer rates 
were properly recovering the cost associated with each respective system.   

 
FAMS-XL© utilizes all projected available and unrestricted funds in each year of 

the projection period to pay for capital projects.  The model is set up to reflect the rules of 
cash application as defined and applied by Utility staff.  The model produces a detailed 
summary of the funding sources to be used for each project in the capital improvements 
program.   

 
To the extent that current revenues and unrestricted reserves are not adequate to 

fund all capital projects in any year of the projection period, the FAMS-XL© model 
identifies a borrowing requirement to fund those projects, or portions thereof that are 
determined to be eligible for borrowing.  In this way the FAMS-XL© model is used to 
develop a borrowing program that includes the required borrowing amount by year and 
the resultant annual debt service obligations of the Utility for each year in the projection 
period.   

 
B. Revenue Sufficiency Analysis Results 

 
This section presents the results of the Revenue Sufficiency Analysis.  As 

described previously, this analysis identified a recommended financial management plan 
and corresponding rate revenue adjustment plan that would generate sufficient revenues 
to fund all of the requirements of the Utility from FY 2009 through FY 2018. 

 
Section II.B.1 presents a description of the Revenue Sufficiency Analysis, while 

Section II.B.2 outlines the assumptions, funding strategies, and adjustments of the 
analysis.  Section II.B.3 provides the specific results of the analysis.  Appendix A 
includes detailed financial analysis schedules supporting the financial management plan 
evaluated and recommended herein.  
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1. Description of the Analysis 
 

The Revenue Sufficiency Analysis was performed using the Utility’s historical 
and projected information regarding the operation of its water and sewer systems.  The 
FY 2007 Comprehensive Annual Financial Report (CAFR) as of September 30, 2007 and 
supplemental information provided by Utility and City staff provided the historical 
financial information used to establish the beginning FY 2008 balances of various funds.  
Water and sewer rate revenue projections were based upon estimated FY 2008 amounts 
and annual growth assumptions.  The projection of all other revenues (excluding impact 
fee revenue) was based upon FY 2009 Proposed Budget amounts adjusted as appropriate 
based upon review of historical receipts and discussions with Utility staff.   

 
Operating expenses for FY 2009 were based upon FY 2009 Proposed Budget 

amounts.  The FY 2009 operating and maintenance (O&M) expense amounts served as 
the basis for all future year projections and were adjusted annually by appropriate cost 
escalation factors discussed with and agreed to by Utility staff.  Actual expenses in all 
years from FY 2009 through FY 2018 were assumed to be incurred at 96% of projected 
amounts.  Impact Fee revenue (including the WaterWorks connection fee revenue) was 
calculated each year based upon the annual growth projections in equivalent residential 
units (ERUs) for water and sewer, multiplied by the Impact Fee per equivalent residential 
unit (ERU, which is comparable to a 5/8-inch meter equivalent) for water and sewer, 
respectively.  The calculation of system revenues and annual revenue requirements is 
described in the following sub-sections.   

 
a. System Revenues 
 

The base revenues used in this analysis reflect a combination of estimated FY 
2008 results (eight months of actual data was available at the time the Rate Study was 
prepared) and the FY 2009 Proposed Budget amounts.  Revenues consist of 1) water and 
sewer rate revenue, and 2) all other categories of revenue.  FY 2008 water and sewer rate 
revenue was based upon estimated FY 2008 results.  The fiscal years after FY 2008 were 
projected based upon additional water and sewer rate revenue from the water and sewer 
rate increases assumed in each year of the projection period, and the projected water and 
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sewer growth assumptions provided by and discussed with Utility staff.  FY 2008 was 
determined to be a reasonable year upon which to base future rate revenue projections as 
a result of 1) a detailed review and analysis of a five-year monthly history of revenues 
and billable volumes, 2) the fact that FY 2008 reflected water use restrictions throughout 
the entire year, and 3) detailed discussions with Utility staff.  All other non-rate revenues 
(excluding Impact Fee and WaterWorks 2011 sewer connection fee revenues, as well as 
investment earnings) were based upon FY 2009 Proposed Budget amounts projected 
based upon factors determined during discussions with Utility staff.   

 
The projection of investment earnings on invested funds was calculated in the 

FAMS-XL© model based upon a computation of average fund balances in each year of 
the projection period.  The projection of annual Impact Fee and WaterWorks sewer 
connection fee revenue is based upon unit growth projections multiplied by the 
appropriate fee per unit for water and sewer respectively.   
 
b. Revenue Requirements 

 
The FY 2009 revenue requirements used for the purpose of rate design, discussed 

in Section III, were based upon FY 2009 Proposed Budget O&M expenses (assumed to 
be incurred at 96% of budgeted amounts), miscellaneous other expenses, debt service 
requirements, and inter-fund transfers.  In subsequent years of the projection period, the 
projection of O&M expenses was based upon escalation of FY 2009 O&M expenses 
using annual escalation factors for individual expense categories determined in 
consultation with Utility staff, based upon recent experience and expectations as to 
escalation factors for the near future (assumed to be incurred at 96% of projected 
amounts).  Annual CIP costs were included in the analysis as described in Section 
II.B.2.h and in the CIP Schedules included in Appendix A. 
 
c. Financial Management Program 

 
During the conduct of this Revenue Sufficiency Analysis, we communicated with 

Utility staff regarding various assumptions used in the development of the analysis 
presented in this Report.  We then examined a number of alternative rate revenue 
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adjustment plans, and discussed those scenarios with the Utility staff to determine the 
financial management program and rate revenue adjustment plan (percentage rate 
revenue adjustments) presented in this Report that provides for a relatively regular plan 
of water and sewer rate revenue adjustments while providing sufficient revenues in each 
year of the projection period.      

 
Note: Rate revenue increases can be achieved in two ways.  

 
1) In years that the rate structure is not changed, the rate revenue increase 

can be achieved by simply applying the rate revenue percentage 
increase to all elements of the existing rate structure (in this case the 
rate revenue percentage increase and the increase to all rates are the 
same). 

 
2) However, in years in which the rate structure is changed, the required 

rate revenue percentage increase is applied to the prior year’s rate 
revenue, adjusted for growth, to determine the revenue requirement for 
the subject year and the rates for the adjusted rate structure are 
calculated to produce that revenue requirement, thus achieving the 
required rate revenue increase.  In this case, the increases to individual 
rates within the rate structure may be significantly different than the 
rate revenue percentage increase and the percentage increase in a 
customer’s monthly bill may also be different from the rate revenue 
percentage increase. 

 
In the case of the Utility, a hybrid situation exists now, whereby a portion of the 

rate revenue increase required in FY 2009 was achieved by increasing the water and 
sewer fixed charges and usage or variable charges by 5% effective on October 1, 2008.  
During FY 2009 (currently estimated to be August of 2009), the Utility intends to 
implement the recommended rates for FY 2009 as presented in this Report that will 
recover the remaining portion of the total additional revenue required in FY 2009.  
However, in the years subsequent to FY 2009, the rate revenue increase percentages can 
simply be applied across-the-board to each component of the prior year’s rate structure 
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that will have been implemented at some point during FY 2009 and adjusted in this way 
in each year of the projection period. 

 
2. Assumptions of the Revenue Sufficiency Analysis 
 
 The assumptions, funding strategies, and adjustments included in our revenue 
sufficiency analysis are as listed below: 
 
a. Revenues and Expenses - The water and sewer rate revenue projections are based 

upon FY 2008 estimated amounts and reflect growth assumptions provided by 
and discussed with Utility staff.  The projection of all other revenues (excluding 
Impact Fee and WaterWorks 2011 connection fee revenue) was based upon FY 
2009 Proposed Budget amounts, adjusted annually as appropriate based upon 
discussions with Utility staff.  Interest earnings were calculated on average annual 
fund balances, and Impact Fee and WaterWorks 2011 connection fee revenues 
were calculated based upon the appropriate fee per equivalent residential unit 
(ERU) and annual ERU growth projections.  O&M expenses were based upon the 
Utility’s Proposed FY 2009 Budget O&M expenses, escalated by appropriate 
annual escalation factors for subsequent years of the projection period and are 
assumed to be incurred at 96% of projected levels in each year.    

 
b. Cost Escalation - Annual cost escalation factors were determined for each 

character O&M expense category in consultation with Utility staff and are based 
upon recent historical experience and expectations as to escalation factors for the 
near future.    

 
c. Borrowing Assumptions - The Revenue Sufficiency Analysis assumes that to the 

extent new debt is issued during the planning period it would carry the following 
terms: 

 
- Term: 30 Years 
- Interest Rate: 5.75% in each year of the projection period. 
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d. Interest Earnings on Invested Funds - It is assumed interest earnings on invested 
funds would be 1.5% in FY 2009, 1.75% in FY 2010, and 2.0% in FY 2011 and 
each year thereafter for the remainder of the projection period. 

 
e. Growth - Growth in water and sewer rate revenue is a function of growth in 

customers and growth in total system usage.  Annual growth in accounts and 
usage were provided by and discussed with Utility staff.  For both the water and 
sewer systems, no “normal” or “base” growth in customers is assumed for FY 
2009; however, a very modest level of growth is assumed starting in FY 2010.  
This modest growth represents 250 new ERUs in FY 2010, 500 ERUs in FY 
2011, and 750 ERUs in FY 2012 and each year thereafter.  These ERU growth 
assumptions result in annual growth of 0% - 0.6% during the projection period.  It 
is also important to note that there is additional near-term growth expected on the 
sewer system due to the connection of several existing properties to the central 
sewer system as part of the WaterWorks 2011 Program.  As such, in addition to 
the growth described previously, there is projected to be an additional 4,390 new 
sewer ERUs in FY 2009, 2,350 in FY 2010, and 435 ERUs in FY 2011.  As the 
WaterWorks 2011 program is expected to be essentially complete in FY 2011, 
there are no more additional units reflected in the analysis beyond FY 2011. 

 
f. Price Elasticity - Generally, as water and sewer rates increase, discretionary water 

and sewer usage will decline.  This relationship is referred to as the “price 
elasticity of demand.”  The reduction in usage due to increases in price would 
depend upon the level of rate increase and amount of discretionary usage 
customers have.  If demand decreases by 10 percent for every 100 percent 
increase in price, then the price elasticity is -0.1.  This elasticity effect occurs 1) 
with overall increases in price from year to year, and 2) with changes in rate 
structure that cause the water and sewer bill of a customer to increase.  The 
financial model reflects the expected response of customer demands to increases 
in the price of water and sewer services.  The first elasticity effect is included in 
the plan of rate revenue adjustments in the Revenue Sufficiency Analysis (total 
system elasticity was assumed to be -0.2 in FY 20096, decreasing by 10% per year 

                                                           
6 Assumes a 2% reduction in water usage for every 10% increase in the cost of water and sewer service 
above inflation. 

CAR 09-0628 
Exhibit 2



   UTILITY RATE STUDY 
II.  REVENUE SUFFICIENCY ANALYSIS 

 
 
    

 
City of Fort Lauderdale       Burton & Associates 
Final Draft Report  Utility Finance & Economics 

 
 
 
 12 
 

throughout the projection period to reflect the fact that as discretionary water use 
declines, there is less ability to achieve similar future reductions in usage in 
response to price increases).  The second elasticity effect is included in 
calculating the proposed rate design modifications described in Section III that 
result in rate increases for higher levels of usage that are projected to cause an 
additional reduction in water use in FY 2009, the year that the inclining block 
rates are to be implemented.          

 
g. Minimum Operating & Capital Fund Balances – The financial management plan 

presented in this Report assumes that the Utility will maintain a minimum 
operating or Working Capital Reserve (WCR) fund balance in an amount equal to 
two months of O&M expenses.  The financial management plan also reflects a 
minimum capital improvement fund balance of $20 million. 

 
h. Capital Projects Funding – The Utility’s ten-year CIP expense levels for FY 

2009 through FY 2018 were provided by Utility staff and its consulting engineers.  
The analysis assumes that the Utility will transfer a minimum of $3 million per 
year from operations to fund shorter-lived projects in the CIP.  It is also important 
to note that the analysis reflects annual capital spending of 100% for all 
WaterWorks 2011 projects and 80% for all non-WaterWorks CIP.  The projected 
annual capital costs are presented in Appendix A. 

 
i. Debt Service Coverage – Debt service coverage is the ratio of net income to 

annual principal and interest (debt service) that provides a buffer of revenue to 
protect bond holders against unanticipated downturns in revenue. The debt service 
coverage requirement in the Utility’s outstanding bond covenants is that net 
income (gross income, minus O&M expenses) must exceed annual debt service 
by 25%7.  In other words, the required debt service coverage ratio is 1.25.   
 
This coverage requirement is a minimum requirement.  To the extent that a utility 
is unable to meet these requirements, it could be found in technical default and 

                                                           
7 There is also an alternative debt service coverage test in the Utility’s outstanding bond covenants that 
includes impact fees in the determination of net income, but requires this alternative net income amount to 
exceed debt service by 30% instead of 25%. 
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would potentially have its credit rating downgraded, which would affect the 
interest rates and terms of future financing initiatives.  As a policy decision, a 
utility may opt to measure revenue sufficiency and set rates based upon a higher 
coverage requirement in order to ensure compliance with these covenants in the 
event future projections of revenue, expenses, and debt do not occur as predicted.   
 
As such, the recommended financial management plan was established to 
maintain a debt service coverage ratio of 1.5 instead of the required 1.25.   
 
It is also important to note that the Utility does have loans from the State 
Revolving Fund loan program.  These loans are subordinate to the Utility’s 
revenue bonds and also have a lower required debt service coverage ratio of 1.15.  
The financial management plan recommended herein provides an average annual 
SRF coverage ratio in excess of 4.0 during the projection period.     

 
3. Results of the Revenue Sufficiency Analysis 

 
As described earlier, this Revenue Sufficiency Analysis identified a recommended 

financial management plan that would provide sufficient revenue to fund the Utility’s 
costs in each year of the projection period.  The recommended financial management 
plan is described in detail below.   

 
a. Financial Management Program Rate Revenue Adjustment Plan  
 

The rate revenue increases proposed in the recommended financial management 
plan beginning in FY 2009 (excluding the 5% increase that was effective October 1, 
2008) and extending throughout the initial five years of the projection period are 
summarized in Table II.1 on the following page8.   

 
 
 

                                                           
8 Although the projection period is ten years, the first five projected years are considered a planning period 
for actual rate decisions, therefore only the first five projected years are presented in the table in the Report 
and the full results of all ten years are presented in the schedules in the Appendix. 
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Table II.1 – Proposed Total Utility Rate Revenue Increases 
 
 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Percentage Rate 
Revenue Increases 20.0% 0.0% 5.0% 5.0% 5.0% 

  
As part of the Study, a cost allocation analysis was performed, whereby projected 

annual operating expenses by department, transfers, and existing and new debt service 
requirements were allocated between the water and sewer systems based upon generally 
accepted industry criteria for each type of expense9.  This analysis concluded that the 
average allocation of total utility costs to the water system over the next five and ten 
years is 56%, with the average sewer system allocation being 44%.  The cost allocation 
results were then compared to the proportion of rate revenues recovered from each 
respective system.  Over the next five and ten years, the projected average percentage of 
total utility rate revenues recovered by the Utility’s current water rates are 55%, with the 
remaining 45% of revenues being collected from sewer rates.  As such, it was determined 
that the current rates properly allocate costs based upon cost of service principles, and 
that the identified plans of total required utility rate adjustments can be recovered equally 
from water and sewer service. 

 
Table II.2 – Proposed Water & Sewer Rate Revenue Increases 
 
 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 
Percentage Rate 
Revenue Increases:      

Water 20.0% 0.0% 5.0% 5.0% 5.0% 
Sewer 20.0% 0.0% 5.0% 5.0% 5.0% 

Combined Effective 
Increase 

20.0% 0.0% 5.0% 5.0% 5.0% 

  
 

                                                           
9 See Schedules A1 – A5 in Appendix A for the detailed results of the cost allocation analysis. 
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Implementation of this plan of adjustments to water and sewer rate revenue will: 
(a) minimize the projected borrowing required to fund the CIP; (b) provide strong debt 
service coverage in each year of the projection period; and (c) maintain capital and 
operating reserves at or above the Utility’s target levels in each year of the projection 
period. 
 
b. Supporting Analysis 

 
Appendix A presents Schedules A1 through A15 for the recommended financial 

management plan developed in this Revenue Sufficiency Analysis.  The recommended 
financial management plan assumes that the rate revenue increases shown in each year of 
the projection period are implemented, and the proposed Impact Fees for water and sewer 
are implemented by FY 2010, and adjusted annually thereafter.       

 
Schedules A1 through A5 present the supporting analysis for allocation of costs to 

the water and sewer utilities.  Schedules A6 through A15 present detailed schedules of 
the inputs and assumptions that are applicable to the recommended financial management 
plan developed in this analysis.  Schedule A6 contains many of the assumptions 
described in Section II.B.2.  Schedule A7 contains the end of FY 2007 fund balances that 
serve as the FY 2008 beginning balances of our analysis.  Schedule 8 presents the ten-
year CIP.  Schedule A9 provides growth projections and operations cash in-flows and 
Schedule A10 presents operations cash out-flows. 

  
Schedule A11 contains the FAMS XL© Control Panel that presents a summary of 

the results of the financial management plan, including the rate revenue increases, debt 
service coverage ratios, capital improvement spending levels, customer impacts, and fund 
balances.  Schedule A12 is a Pro Forma schedule that presents a projected income 
statement, debt service coverage analysis, and cash flow analysis.  Schedule A13 shows 
the funding sources utilized to pay for the total capital improvement plan spending levels 
identified on Schedule A8.  Schedule A14 contains the calculation of annual long-term 
borrowing, while Schedule A15 presents a funding summary by fund 
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C. Revenue Sufficiency Analysis Conclusions and 
Recommendations 

 
 This section presents the fundamental conclusions and recommendations of the 
Revenue Sufficiency Analysis.   
 
1. Revenue Sufficiency Analysis Conclusions 

 
Based upon the assumptions and analyses presented in this Report, we have 

reached the following conclusion regarding the sufficiency of the Utility’s water and 
sewer rates over the planning period from FY 2009 through FY 2013: 

 
• Provided that actual conditions are consistent with the underlying 

assumptions upon which this analysis is based, implementation of the 
water and sewer rate revenue increases presented in Table II.2 in FY 2009 
through FY 2013 will provide sufficient revenue to fund the requirements 
of the Utility during the planning period.   

 
To the extent that O&M cost escalation, customer growth, and price elasticity 

assumptions are conservative, and/or O&M and capital expenditures are overstated, the 
Utility will be in a more favorable financial position than projected.  As a result, future 
required rate increases could be lower than forecast in the model.  Conversely, if O&M 
and capital expenses are higher than projected, price elasticity is higher than assumed, 
and/or customer growth and water sales are lower than projected, the Utility will not be 
as financially strong as projected by the model. 

 
Finally, to the extent that the City decides to adopt rate revenue increases different 

than those identified in this Report and future projections occur as predicted, then the 
Utility would have to either increase the level of its other fees and charges to meet it 
revenue requirement, or reduce it revenue requirement by cutting operating and/or CIP 
costs in order to achieve the financial results as presented in this Report. 
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2. Revenue Sufficiency Analysis Recommendations 
 
Based upon the analysis presented herein and the conclusions presented in the 

previous subsection, we recommend the following: 
 

• Adopt the recommended rates presented in Section III, to be effective 
August of 2009.  These recommended rates were developed to generate 
the required rate revenue for FY 2009 and are critical to the future 
financial performance of the Utility. 

 
• Adopt the plan of water and sewer rate revenue increases presented in 

Table II.1 through FY 2013.  
     
• Conduct annual water and sewer revenue sufficiency analysis updates to 

incorporate revised revenue and expense projections (both O&M as well 
as capital) so that any necessary adjustments can be made to the rate 
revenue adjustment plans embodied in the recommended financial 
management plan in order to allow the Utility to continue to meet its 
requirements during the planning period.  Given the current level of 
uncertainty surrounding year-round water use restrictions and their lasting 
impact on water use and continued cost increases in key utility operating 
components such as fuel and electricity, monitoring the financial 
performance of the Utility on a regular basis will be essential in the near-
term.   
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Section III - Rate Structure Analysis 
 

In Phase II of the Rate Study, we examined the Utility’s current water and sewer 
rates and determined rate structure modifications that should be considered to 1) conform 
with generally accepted rate making practice in terms of fair and equitable distribution of 
the costs of service, 2) provide additional fiscal stability and ensure adequate recovery of 
fixed costs, 3) provide incentives for water conservation, and 3) meet the Utility’s 
objectives regarding impact upon its customers to the greatest extent possible.  

 
A. Analysis of the Current User Charge Rate Structure 

 
We reviewed the current rate structure and have identified the following areas 

where modifications should be considered.  Specific rates and charges which reflect these 
suggested rate structure modifications are presented in the next section. 

 
1. Allocation of Costs 

 
Current Rates – Our evaluation of the cost of service for the water and sewer 
systems respectively indicated that the current allocation of costs between water 
and sewer as reflected in the current rates is adequate.  Schedules supporting this 
conclusion of allocation of costs are presented in Appendix A.   

 
Recommendation – Implement the specific rates recommended for FY 2009 and 
implement the rate revenue adjustments recommended in Table II.1 through FY 
2013 in order to maintain the appropriate level of cost recovery from water rates 
and sewer rates over the next five years. 
 

2. Water Rates 
 
a. Water Fixed Monthly Charge 

 
Current Rates - The current water fixed monthly charges were derived from 
the fixed monthly charges recommended in the last rate study conducted in 
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1996.  Based upon our assessment the current costs of service, we conclude 
that the current fixed monthly charge structure is a generally fair and equitable 
method to recover customer costs (meter reading and maintenance, billing and 
customer service, etc.), a portion of fixed costs associated with average day 
usage and base O&M costs of the system.  However, the current fixed charges 
are very low (see the survey results of FY 2009 fixed monthly charges in 
Table III.1) and provide only about 16% of the water system’s rate revenue.   
 

Table III.1 – Water & Sewer Fixed Monthly Charge Survey 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

CAR 09-0628 
Exhibit 2



   UTILITY RATE STUDY 
III.  RATE STRUCTURE ANALYSIS 

 
    

 
City of Fort Lauderdale       Burton & Associates 
Final Draft Report  Utility Finance & Economics 

 
 
 
 20 
 

Recommendation – Maintain the current fixed monthly charge structure by 
meter size, but increase the level or portion of water rate revenue recovered 
from the fixed monthly charges and update the proportionate relationship of 
the fixed monthly charges by meter size. 
 

b. Water Usage Rates 
 

Current Rates – Usage charges are intended to recover the portion of the 
water system O&M, debt service, and capital funding costs not recovered by 
the fixed monthly charges.  The Utility’s current water usage rate structure 
differs by customer type and reflects inclining block rate structures for 
residential and irrigation accounts.  However the rates, usage in each block or 
tier, and the number of tiers varies between the single-family and multi-family 
residential customer as well as between residential and irrigation customer 
classes.  It is common in most utility rate structures to have consistency 
between the inclining block rates and tiers within the residential class as a 
whole, as well as a rational linkage from the residential inclining block rate 
structure to that of separate irrigation accounts.   
 
The Utility currently employs a single uniform rate per thousand gallons for 
commercial and bulk/master metered accounts (although the rate for each 
customer class is slightly different).  The use of a single or uniform rate is a 
common practice, as non-residential customers do not exhibit as predictable a 
discretionary usage profile as the residential class.  Many businesses or bulk 
customers use water in either the production of products or the delivery of 
service or for non-discretionary purposes.  Although there are methods that 
are used to implement inclining block water rates for non-residential 
customers, all inevitably assess a punitive rate upon many non-residential 
customers who have little ability to reduce usage in response to price.   
 
Recommendation –  
 
Individually Metered Single Family Residential - This Rate Study 
recommends that the current inclining block rate structure for individually 
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metered single family residential customers be updated to include additional 
blocks or tiers as well as new unit rates for consumption in each respective 
tier.  This new structure will provide a stronger price signal to high volume 
water users, while continuing to sheltering usage within normal ranges from 
increases applied to the higher ranges of usage where conservation is targeted.   
 
The proposed water usage rate structure for single-family residential 
customers should have usage block ranges as follows: 

 
 The first block should be set at 3,000 gallons per month to recognize a 

modest level of essential domestic use. 
 The top range of the second block should be set at the 1,000 gallon 

increment that is closest to the average single family residential 
monthly water usage, which is 8,000 gallons per month. 

 The top range of the third block should be set at 12,000 gallons per 
month. 

 The top range of the fourth block should be set at 20,000 gallons per 
month. 

 The fifth block should be set to include all water usage over 20,000 
gallons per month. 

 
It is recommended that the second block rate be considered the base usage rate 
and that the first block rate be set at 45% of the second, or base block rate for 
affordability purposes.  The higher block rates should be set at multiples of the 
preceding block rate.  In the recommended rate structure, Block three is set at 
1.25 times the Block two rate; Block four is set at 1.35 times the Block three 
rate, and Block five is set at 1.45 times the Block four rate.  

 
It is important to note that these recommended rates were developed assuming 
modified Phase II water use restrictions are in place year-round.  As such, we 
recommend that the Utility revises its drought rate surcharge schedule to not 
only sync up with the new recommended block ranges, but to also only be 
applicable in periods of water use restrictions greater than Phase II.  
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Multi-Family Residential – This Rate Study also recommends revising the 
current two-tier (or three-tier depending upon the number of units) inclining 
block rate structure that is applied to each dwelling unit of multi-family 
accounts to a uniform five-tier structure consistent with that recommended for 
individually metered single family residential customers.  As such, the rates 
per block or tier would be the same, however, we do recommend adjusting the 
consumption in each tier per dwelling unit to reflect that the average monthly 
multi-family consumption per dwelling unit (3,000 gallons per month per 
unit) is about 40% of the monthly average for single-family users  (8,000 
gallons per month).  As such, the amount of water use in each tier per multi-
family dwelling unit should be adjusted as follows: 
   

 The first block should be set at 1,000 gallons per unit month. 
 The top range of the second block should be set at 3,000 gallons per 

unit per month. 
 The top range of the third block should be set at 5,000 gallons per unit 

per month. 
 The top range of the fourth block should be set at 8,000 gallons per 

unit per month. 
 The fifth block should be set to include all water usage over 8,000 

gallons per unit per month. 
 
Irrigation – For irrigation meters, we recommend replacing the existing two-
tier inclining block rate structure with a three-tier structure that is scaled by 
meter size (see Table III.2 for a list of meter equivalency factors by meter 
size)10.  The first block of this three-tier structure for a 5/8” irrigation meter 
would include all use up to 12,000 gallons, the second would be for all use up 
to 20,000 gallons per month, and the third tier would be applied to use above 
20,000 gallons per month.  The rate for the first tier is the same as the 
recommended residential Block 3 rate, the rate for the second tier equals the 
residential Block 4 rate, and the rate for the third tier is equal to the residential 
Block 5 rate.  This is intended to provide a consistent price signal that 

                                                           
10 For example, based upon the AWWA meter equivalency factor guidelines, this would mean that a 2” 
irrigation meter would have 8 times the amount of water use in the first tier as a 5/8” irrigation meter.   
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recognizes a reasonable amount of irrigation usage per month, but that also 
charges higher rates for larger amounts of irrigation that are likely excessive.   
 

Table III.2 – Meter Equivalency Factors 

 
 
Commercial & Bulk Master-Metered Classes – It is recommended that the 
City does not apply an inclining block rate structure to these customers due to 
concerns regarding the punitive nature of such a structure whereby higher 
rates would be charged for usage that in many cases is a function of business 
processes over which the customer has little discretion.  However, it is 
recommended that a uniform rate is applied to both of these customer classes 
(when there are no service agreements that specify otherwise) that is based on 
the cost of water per thousand gallons for FY 2009 (i.e. dividing the usage 
portion of the water system revenue requirement by total expected water use).   
    

3. Sewer Rates 
 
a. Sewer Fixed Monthly Charge 

 

CAR 09-0628 
Exhibit 2



   UTILITY RATE STUDY 
III.  RATE STRUCTURE ANALYSIS 

 
    

 
City of Fort Lauderdale       Burton & Associates 
Final Draft Report  Utility Finance & Economics 

 
 
 
 24 
 

Current Rates - The current sewer fixed monthly charges were derived from 
the fixed monthly charges recommended in the last rate study conducted in 
1996.  Based upon our assessment the current costs of service, we conclude 
that the current fixed monthly charge structure is a generally fair and equitable 
method to recover customer costs (meter reading and maintenance, billing and 
customer service, etc.), a portion of fixed costs associated with average day 
usage and base O&M costs of the system.  However, the current fixed charges 
are exceptionally low (see Table III.1 for a survey of FY 2009 fixed monthly 
charges) and provide only 13% of the sewer system’s rate revenue.  

 
Recommendation – Maintain the current fixed monthly charge structure by 
meter size, but increase the level or portion of sewer rate revenue recovered 
from the fixed monthly charges and update the proportionate relationship of 
the fixed monthly charges by meter size. 
 

b. Sewer Usage Rates 
 

Current Rates - The current sewer usage rate structure differs by customer 
class.  For single-family residential customers, it is a two-tier rate structure 
with a cap or maximum billing amount of 20,000 gallons per month, while 
master-metered multi-family accounts have alternative caps per unit based 
upon the total number of units for each account.  For commercial accounts, 
there is a uniform rate structure with no cap on sewer billings.  Revenues from 
the usage rates are intended to recover the sewer system O&M, debt service, 
and capital costs not recovered from the fixed monthly sewer service charges. 
  
Recommendation – Studies have shown that for the residential class, usage 
above a certain level per month is likely to be for irrigation and other uses that 
do not result in a return of water to the sewer system.   The Utility’s current 
rate structure recognizes that by not applying sewer usage charges for water 
use above a certain level per month to its residential customers.  Therefore, to 
be consistent with the residential water usage charge rate structure, we 
recommend that the single family rates for each sewer usage rate tier are 
applied to multi-family accounts, and that the amount of use in each tier 
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(including the amount of the sewer billing maximum or cap) be scaled per unit 
for multi-family accounts consistent with the recommended water usage rate 
structure.  This means that for each dwelling unit of a multi-family account 
there would be 1,000 gallons per unit per month in the first tier (subject to the 
single family first tier sewer usage charge) and all remaining use up to a cap 
or maximum of 8,000 gallons per unit per month would be assessed the 
single-family residential second tier sewer usage charge.  
 
Finally, it is also recommended that a uniform rate is applied to commercial 
and master metered/bulk accounts (when there are no service agreements 
specifying otherwise) that is based upon the current cost per thousand gallons 
for FY 2009 (i.e. dividing the usage portion of the sewer system revenue 
requirement by total expected billed sewer use).   

 
4. Price Elasticity 
 

As water and sewer rates increase, discretionary water and sewer usage will 
generally decline.  Because changes in water use in response to price are a function of the 
increase in price and the level of discretionary water usage, the recommended 
modifications to the current residential usage rate structure are expected to have an 
impact on total water usage.  That effect has been factored into the calculations of the 
proposed rates presented in this Report.  However, the anticipated response due to price 
has been mitigated somewhat due to the recent enactment of water use restrictions that 
are likely to be extended indefinitely.     

 
In fact, as part of the Rate Study, we conducted a five-year analysis of historical 

demands in order to be able to more accurately project water use in the expected phase of 
year-round water use restrictions.  The historical demand analysis shows that there has 
been a significant reduction in water usage following the implementation of water use 
restrictions that occurred midway through FY 2007.  When compared to FY 2005 (which 
was thought to be a representative year of normal water usage), water demands in FY 
2007 (which reflected water use restrictions and corresponding drought rate surcharges 
for only 5 months) were determined to be 13% lower.  Moreover, reflecting year-round 
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water use restrictions at the expected levels (modified Phase II) is expected to result in an 
additional 10% demand reduction from the water use levels in FY 2007.  This results in 
assumed demands reflecting year-round water use restrictions that are almost 25% lower 
than 2005.  Even though this usage reduction has already been taken into account in the 
revenue projections for the Utility, we are forecasting an additional usage reduction from 
implementation of the recommended rate structure.   

 
Specifically, the recommended rate structure is anticipated to produce an 

additional reduction in water use for different customer classes depending upon the 
magnitude of the change in price and level of discretionary use within each tier.  Single-
family residential usage is expected to reduce in response to price by various amounts in 
each tier, ranging from a 0% reduction in usage in the first tier (as this level of use is for 
essential domestic purposes and likely cannot be significantly reduced), up to a 19% 
reduction in the fifth tier (which is normally considered to be highly discretionary as it is 
typically for outdoor purposes).  The water usage in this class as a whole is anticipated to 
decrease about 3.5% due to the rate design changes recommended herein.  There are no 
usage reductions forecasted for the multi-unit residential customer class, as the vast 
majority of use falls in the first two tiers of the proposed rate structure (80%) indicating 
very little discretionary use for these customers.   

 
For non-residential customers, very minimal demand reductions are anticipated 

(.8% for the class as a whole) given that these customers will continue to see a uniform 
rate per thousand gallons of water use and typically do not have as much ability to reduce 
their usage as single-family customers.  The discretionary use that the non-residential 
class has is typically captured via a separate irrigation meter.  For all irrigation meters, 
the analysis anticipates a 6% reduction in use in the first tier, and about 19% in each of 
the second and third tiers, recognizing that irrigation is more elastic given that it is 
discretionary in nature.  For all irrigation meters, the analysis reflects a total usage 
reduction of about 10%.  Finally, the analysis does reflect a usage reduction for the 
master-metered bulk customers of the Utility of 1.50%, recognizing that conservation 
initiatives/awareness is happening in the surrounding communities where the water is 
being delivered due to continued water use restrictions.  In total, across all customer 
classes, the analysis results in a water usage reduction from the recommended rate 
structure changes alone of 3%.           
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FIXED CHARGES Irrigation Fire Service
Water Sewer Water Sewer Water Sewer Water Sewer Water Water

5/8" 4.71       6.92       4.71       6.92       4.71        6.92       15.35     23.98     4.71       4.71           
3/4" 6.54       9.86       6.54       9.86       6.54        9.86       21.95     34.57     6.54       6.54           
1" 10.21     15.75     10.21     15.75     10.21      15.75     35.16     55.75     10.21     10.21          
1.5" 19.38     30.45     19.38     30.45     19.38      30.45     68.54     109.28    19.38     19.38          
2" 30.39     48.10     30.39     48.10     30.39      48.10     108.52    173.40    30.39     30.39          
3" 56.07     89.28     56.07     89.28     56.07      89.28     201.33    322.23    56.07     56.07          
4" 92.75     148.11    92.75     148.11    92.75      148.11    334.50    535.77    92.75     92.75          
6" 184.46   295.17    184.46    295.17    184.46    295.17    667.22    1,069.32 184.46    184.46        
8" 294.51   471.65    294.51    471.65    294.51    471.65    1,065.97 1,708.76 294.51    294.51        
10" 422.90   677.54    422.90    677.54    422.90    677.54    1,914.83 3,070.00 422.90    422.90        
12" 789.74   1,265.80 789.74    1,265.80 789.74    1,265.80 3,078.81 4,936.56 789.74    789.74        
16" 1,284.97 2,059.96 1,284.97 2,059.96 1,284.97  2,059.96 5,203.17 8,343.18 1,284.97 1,284.97     

USAGE CHARGES Irrigation Fire Service
Water Sewer Water Sewer Water Sewer Water Sewer Water Water

(per unit) (per unit) (per unit) (per unit) (per meter) (per meter (per meter (per meter)(per meter)(per meter)
Block 1 0 - 3 0 - 3 0 - 1 0 - 1 > 0 > 0 > 0 > 0 0 -12 N/A
Block 2 4 - 8 4 - 20 2 - 3 2 - 8 13 - 20
Block 3 9 - 12 > 20 4 - 5 > 8 >20
Block 4 13 - 20 6 - 8
Block 5 >20 >8

Usage Rates Irrigation Fire Service
($ / 1,000 gal.) Water Sewer Water Sewer Water Sewer Water Sewer Water Water

Block 1 1.44$     2.55$     1.44$     2.55$     3.49$      4.54$     3.49$     4.54$     4.00$     N/A
Block 2 3.20$     5.65$     3.20$     5.65$     5.39$     
Block 3 4.00$     -$       4.00$     -$       7.82$     
Block 4 5.39$     5.39$     
Block 5 7.82$     7.82$     

Master-Metered

Block Ranges  - (1,000 
gal. per mo.)

Single-Family Res. Multi-Family Res. Commercial

Single-Family Res. Multi-Family Res. Commercial Master-Metered

Single-Family Res. Multi-Family Res. Commercial Master-Metered

B. Schedule of Rates with Rate Structure Modifications 
 

After evaluation of the current rate structure, it was determined that adjustments 
discussed in Section III.A.2 and 3 should be made to the water and sewer rates to address 
the Utility’s fixed cost recovery, cost of service, and water conservation objectives.  It is 
our understanding that the Utility’s customer billing system can accommodate the 
recommended changes in rate structure.  Table III.3 presents the specific water and sewer 
rates based upon 1) the total revenue requirement for FY 2009 as determined in the 
Revenue Sufficiency Analysis (which reflects a 25% total increase in water and sewer 
rate revenue), and 2) the rate structure modifications discussed in the previous section. 
 
Table III.3– Proposed FY 2009 Water and Sewer Rates  

Note: The use per block shown for Irrigation above is for a 5/8” meter.  The use in each block for all other meter sizes 
is adjusted based upon the meter equivalency factor identified on Table III.2. 
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C. Customer Impact Analysis 
 
In considering implementation of the recommended changes to the water and 

sewer rate structure, it is important to examine the impact that those adjustments will 
have upon the monthly water and sewer bill of the Utility’s customers.  The proposed rate 
design included the objective of minimizing the impact to water customers with 
reasonable or average usage, while providing a price incentive for water conservation to 
customers with higher levels of usage.   

 
Implementation of the recommended changes to the water and sewer rate 

structure will affect both residential and non-residential customers.  Furthermore, within 
each class of customer, the recommended changes to the water and sewer rate structure 
will impact customers with different usage patterns differently.  Table III.4 presents a 
graphical illustration of the average increase in the combined monthly bill resulting from 
the proposed rate structure at various amounts of monthly water use. 
 
Table III. 4 – Customer Impact Graph of Proposed Rates 
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% of Bills Cumulative % Water Use W & S W & S W & S W & S
7.9% 7.9% 0 8.55$            11.63$         3.08$        36.0%
5.7% 13.6% 1 12.85$          15.62$         2.77$        21.6%
8.5% 22.1% 2 17.15$          19.61$         2.46$        14.3%

10.2% 32.3% 3 21.45$          23.60$         2.15$        10.0%
10.4% 42.7% 4 28.54$          32.45$         3.91$        13.7%
9.5% 52.2% 5 35.63$          41.30$         5.67$        15.9%
8.0% 60.2% 6 42.72$          50.15$         7.43$        17.4%
6.4% 66.6% 7 49.81$          59.00$         9.19$        18.5%
5.2% 71.9% 8 58.21$          67.85$         9.64$        16.6%
4.1% 76.0% 9 66.61$          77.50$         10.89$      16.3%
3.3% 79.3% 10 75.01$          87.15$         12.14$      16.2%
2.6% 81.9% 11 83.41$          96.80$         13.39$      16.1%
2.1% 84.0% 12 91.81$          106.45$        14.64$      15.9%
1.8% 85.8% 13 100.21$        117.49$        17.28$      17.2%
1.5% 87.2% 14 108.61$        128.53$        19.92$      18.3%
1.2% 88.5% 15 117.01$        139.57$        22.56$      19.3%
1.1% 89.5% 16 125.41$        150.61$        25.20$      20.1%
0.9% 90.5% 17 133.81$        161.65$        27.84$      20.8%
0.8% 91.3% 18 142.21$        172.69$        30.48$      21.4%
0.7% 92.0% 19 150.61$        183.73$        33.12$      22.0%
0.6% 92.6% 20 159.01$        194.77$        35.76$      22.5%
0.6% 93.2% 21 162.55$        202.59$        40.04$      24.6%
0.5% 93.7% 22 166.09$        210.41$        44.32$      26.7%
0.5% 94.2% 23 169.63$        218.23$        48.60$      28.7%
0.4% 94.6% 24 173.17$        226.05$        52.88$      30.5%
0.4% 95.0% 25 176.71$        233.87$        57.16$      32.3%
0.3% 95.4% 26 180.25$        241.69$        61.44$      34.1%
0.3% 95.7% 27 183.79$        249.51$        65.72$      35.8%
0.3% 96.0% 28 187.33$        257.33$        70.00$      37.4%
0.3% 96.2% 29 190.87$        265.15$        74.28$      38.9%
3.8% 100.0% 30+ 194.41$        272.97$        78.56$      40.4%

Single Family Residential Bill Comparison
Rates - 10/1/08 Rates - 7/1/09 $ Change % Change

Table III.5 below shows the impact upon the monthly water and sewer bill of 
single family residential customers with a 5/8“ x 3/4“ meter if the rate structure 
modifications discussed in Section III are implemented (compared against the rates 
currently in effect from the beginning of FY 2009, including drought rate surcharges). 

 
Table III.5 – Single Family Residential Customer Impact Analysis 
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D. Rate Survey Results 
 
 As part of this Rate Study, we performed a comparative survey of other utilities’ 
single family residential water and sewer rates in the City’s surrounding area.  This 
survey included monthly residential water, sewer, and combined bill calculations based 
upon the rates in effect for each community’s service area in FY 2009 and did not include 
any utility taxes or water use restriction/drought rate surcharges.     
 
 The results of the survey indicate that for low monthly use (4,000 gallons per 
month), the City has one of the lowest combined water and sewer bills of those utilities 
surveyed, due in large part to its low fixed monthly charges.  However, at larger volumes 
of monthly usage (15,000 gallons per month) the City has one of the higher monthly bills, 
indicative of the large portion of revenue recovered in its usage rates.     
  
 Perhaps the most relevant calculation is for a single family residential customer 
using 7,000 gallons per month, which is a typical residential customer’s monthly use in 
the City.  At this level of usage the City has a monthly bill that is slightly under the 
average of the utilities surveyed.  Included in Appendix C of this Report is Schedule C1, 
which contains the specific calculation of water, sewer, and combined bills by 
community at 7,000 gallons per month.  As can be seen from Schedule C1, the City’s 
current monthly bill (excluding drought rate surcharges) of $47.00 is slightly less than the 
average of the utilities surveyed of $50.33. 
 
E. Impact Fees 
 

Impact fees are established in order to recover the proportionate share of the 
capital costs a utility incurs to provide the “backbone” water supply, treatment and 
distribution facilities, and sewer collection, treatment and disposal facilities necessary to 
meet a new customer’s capacity requirements.  While the Utility already has a form of 
capacity expansion fees, it recommended that the impact fees calculated as part of this 
analysis replace these fees and are applied to all growth and redevelopment as 
appropriate (except we recommend continuing the additional $1,000 per ERU charge 
applicable to new sewer connections under the WaterWorks 2011 program).   
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There are several different methodologies that have been accepted for calculating 

impact fees.  However, after evaluation of the Utility’s current system and CIP we 
concluded that a Plant-in-Service methodology for determining water and sewer impact 
fees would be the most appropriate.  This methodology is considered the fairest 
methodology of the alternatives considered because it provides for a reasonable method 
to include all eligible assets in the impact fee calculation while avoiding double counting 
the asset value of original projects and their replacement by including all assets, even 
rehabilitation and replacement assets, and depreciating each asset.   

 
Although the City Commission has the discretion to adopt impact fees at a 

percentage of the full cost recovery fees, or to phase in increases to full cost recovery 
over a multi-year period, we recommend adoption of full cost recovery fees to ensure that 
to the extent possible growth pays its fair share of the capital assets necessary to serve it. 

 
We also recommend that the Utility implement an annual escalation policy for 

impact fees that applies appropriate construction cost escalation factors for no more than 
five years, at which time the impact fees should be recalculated to ensure that 
fundamental changes in the underlying cost of capital assets are regularly accounted for 
in the fees.  This would be a cost-effective way to keep the fee generally in line with 
escalating construction costs and to also provide a mechanism to periodically recalculate 
the fees to reflect changing capital requirements in response to regulatory requirements, 
growth/redevelopment, etc. 

 
The recommended impact fee per ERU (based upon 300 GPD) for water service 

is $1,511 and the recommended fee for sewer service is $1,869.  The current expansion 
fees for combined water and sewer service of $1,386 and $651 respectively.  As such, the 
new fees represent a $125 and $1,218 increase over the existing fees for water and sewer 
respectively.  For a combined water and sewer ERU, the total proposed impact fee is 
$3,381 versus the current total of $2,037, representing an increase of $1,344, or 66%.  
Appendix B includes supporting schedules presenting the basis for the proposed impact 
fees and Appendix C includes a survey of local water and sewer impact fees (on a per 
ERU basis) that were in effect in 2008.  
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F. Specific Miscellaneous Service Charges 
 

The Utility currently has an array of specific miscellaneous service charges that 
are assessed to customers for the performance of specific services that benefit only the 
customer for whom the service is provided.  Examples of these types of fees include such 
things as service installation fees, meter testing fees, turn-on/turn-off fees to name a few.  
As part of the Study, we prepared detailed cost computation templates that were provided 
to Utility staff to be populated with actual cost information for each type of specific 
service in order to determine whether the current fees are recovering the current costs 
incurred to provide each respective service.  Upon completion of the cost computation 
templates, it is anticipated that staff will initiate the appropriate ordinance and/or 
resolution adjustments to update the appropriate specific miscellaneous service charges. 
 
G. Service Availability Fees 

 
The purpose of a service availability fee is to recover a portion of the costs that 

the utility incurs to maintain a readiness to serve properties that at one time had active 
utility service but are currently inactive. 

 
Typically service availability fees are equal to the fixed monthly charge of the 

user fee that is paid by properties that are currently receiving utility service, less the 
portion of the fixed charge associated with the costs of meter reading/customer service (if 
a utility does not read the meters and/or issue bills for inactive accounts). The fixed 
monthly charge component of the user fee is typically structured to represent a 
“readiness-to-serve” charge and it is an appropriate policy to assess that charge to 
properties that are connected to the system and at one time received active service but are 
currently inactive. 

 
As the Utility continues to read the meters for all inactive accounts, we 

recommend applying the full fixed monthly charges as the amount of the service 
availability fees.  These fees for FY 2009 are presented in Table III.5 for consideration by 
the Utility.  It is important to note that these fees should adjust consistent with 
adjustments to the water and sewer fixed monthly charges.   
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Table III.6 – Water & Sewer Service Availability Fees 
 

Meter Size 
Water Service 

Availability Fee 
Sewer Service 

Availability Fee 
5/8”          $4.71         $6.92  

¾”          $6.54         $9.86  

1”          $10.21        $15.75  

1.5”         $19.38        $30.45  

2”         $30.39        $48.10  

3”         $56.07        $89.28  

4”         $92.75      $148.11  

6”       $184.46      $295.17  

8”       $294.51      $471.65  

10”       $422.90      $677.54  

12”       $789.74   $1,265.80  

16”    $1,284.97   $2,059.96  
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Appendix A 
Supporting Financial Analysis Schedules for 

the Revenue Sufficiency Analysis 
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Schedule A1 – Cost Allocation Criteria 
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Schedule A2 – Cost Allocation Percentages and Key Codes 
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Schedule A3 – Annual Costs to be Allocated 
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Schedule A4 – Allocation of Costs to Water and Sewer 
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Schedule A5 – Summary of Cost Allocation to Services 

 
 
 
 
 
 
 
 
 
 
 
 

CAR 09-0628 
Exhibit 2



   UTILITY RATE STUDY 
APPENDIX A 

   

 
CITY OF FORT LAUDERDALE                Burton & Associates 
Final Draft Report       Utility Finance & Economics 

 
 
 

40 
 

 
Schedule A6 – Revenue Sufficiency Analysis Assumptions 
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Schedule A7 – Beginning Balances 
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Schedule A8 – Capital Improvements Program 
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Schedule A9 – Growth Projections and Operations Cash In-Flows 
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Schedule A10 – Operations Cash Out –Flows (Page 1 of 2) 
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Schedule A10 – Operations Cash Out –Flows (Page 2 of 2) 
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Schedule A11 – FAMS-XL© Control Panel 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CITY OF FORT LAUDERDALE, FLORIDA
Water & Sewer System Financial Management Program Summary

FAMS-XL ©  Control Panel

Check -$              

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018

N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% FY 2013 FY 2018
N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 45.9% 86.2%
N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 45.9% 86.2%

N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 45.9% 86.2%
N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 45.9% 86.2%

N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 45.9% 86.2%
N/A 20.00% 0.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 45.9% 86.2%

Rate Covenant 1.25 2.12 1.47 1.73 1.69 1.75 1.83 1.88 1.89 1.85 1.81 1.82 O&M FY08 96%
SRF Coverage 1.15 5.10 2.90 4.29 4.23 4.64 5.27 5.84 6.24 6.45 6.69 7.14 O&M FY09 96%

2.12 1.47 1.73 1.69 1.75 1.83 1.88 1.89 1.85 1.81 1.82 Elasticity 0.20
80% 80% 80% 80% 80% 80% 80% 80% 80% 80% 80% Coverage NO

Customer Water $15.82 19.93 19.93 20.93 21.98 23.08 24.23 25.44 26.71 28.05 29.45 CAP RES. 20$            
Impacts Sewer $28.70 36.16 36.16 37.97 39.87 41.86 43.96 46.15 48.46 50.88 53.43 CIP TXFR 3.0$           

Average Bill $44.52 56.10 56.10 58.90 61.84 64.94 68.18 71.59 75.17 78.93 82.88
$44.52 56.10 56.10 58.90 61.84 64.94 68.18 71.59 75.17 78.93 82.88 2.00 Mos. O&M

Reserve Target

Cumulative Change

Override ►

Override ►

Last Plan 

Last Plan 

Sewer Rev. Increases

Last Plan 

Last Plan 
CIP Execution % ►

Last Plan 

CITY OF FORT LAUDERDALE, FLORIDA
FINANCIAL ANALYSIS AND MANAGEMENT SYSTEM (FAMS) SUMMARY
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Schedule A12 – Proforma 
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Schedule A13 – CIP Funding Sources 
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Schedule A14 – Projected Borrowing 
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Schedule A15 – Funding Summary by Fund 
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Appendix B 
Supporting Schedules for the Impact Fee 

Analysis 
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Schedule B1 – Summary of Impact Fee Results 

CAR 09-0628 
Exhibit 2



UTILITY RATE STUDY 
APPENDIX B 

 

 
CITY OF FORT LAUDERDALE             Burton & Associates 
Final Draft Report     Utility Finance & Economics 

 
 

 
53 

 

Schedule B2 – Water Impact Fee Calculation 
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Schedule B3 – Sewer Impact Fee Calculation 
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Appendix C 
Rate & Impact Fee Survey Results 
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Schedule C1– 2009 Residential Rate Survey 

Survey Does Not Include Drought Rate/Water use Restriction Surcharges or Utility Taxes 
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Schedule C2 – 2008 Impact Fee Survey 
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