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ARIZONA



2

UTILITY RATES & COST OF SERVICE 
(COS) STUDY

Develop COS Rates Based on FY 2016‐17 
through FY 2021‐22 Financial Plan Revenue 
Projections
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AGENDA
• Background, Leading to Today

• Review Updated City Utility Financial Plan 
Water, Wastewater, Reclaimed and Solid Waste

• Review Raftelis Financial Consultants, Inc. (RFC) 
COS Analysis by Utility and Customer Class

• Next Steps – Implementation Timeline
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BACKGROUND, LEADING TO TODAY
• Cost Of Providing Service By Customer Class, 
Changes Over Time

• Last COS Realignment Implemented FY 2007‐08 
Along with Revised Rate Structure  

• Changes that Effect COS Update 
a. Changes in Overall Customer Class Usage Characteristics

b. Construction of Capital Projects ‐ Expanding System

c. Advancements in Technology ‐ Improving Data

d. Created Landscape Meter Customer Class 

• COS Typically Reviewed Every 5‐7 Years
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BACKGROUND, LEADING TO TODAY
• RFC Completed COS Study in FY 2014‐15 

a. Identified Misalignment Between COS and Revenue 
Recovery by Customer Class

b. Decision to Not Implement COS Adjustments to Allow 
More Time For Stakeholder Outreach

c. Wastewater, Reclaimed and Solid Waste Across‐the‐
Board Increases Adopted 10/1/15 

d. Water Rate Structure Changes Implemented
• Winter/Summer Volumetric Rates to Year‐Round Volumetric 

Rates Beginning 10/1/15

• RFC Completed Utility Rate and COS Study 
Update in FY 2015‐16 and Discussed Tonight 
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UTILITY FINANCIAL PLAN
Revenue Requirements
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FINANCIAL PLAN RESULTS
Revenue Increases ‐ %*

Fiscal 
Year Water Wastewater

Reclaimed
Water

Solid 
Waste

2015‐16 
(Implemented)

0% 9% 18% 6%

2016‐17 ‐ ‐ ‐ ‐

2017‐18 4% 9% 15%
(was 8%)

6%

2018‐19 ‐ ‐ ‐ ‐

2019‐20 4% 9% 15%
(was 2%)

6%         
(was 7%)

2020‐21 ‐ ‐ ‐ ‐

* Increases effective October 1st, percentages 
reflect 12‐months
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Fiscal 
Year Water Wastewater 

Reclaimed
Water

Solid 
Waste

2015‐16 
(Implemented)

+$0 +$3.4M +$216K +$785.5K

2016‐17 ‐ ‐ ‐ ‐

2017‐18 +$2.0M +$3.7M +$256K +$836K

2018‐19 ‐ ‐ ‐ ‐

2019‐20 +$2.1M +$4.1M +$298K +$895K
2020‐21 ‐ ‐ ‐ ‐

FINANCIAL PLAN RESULTS 
Revenue Increases ‐ $* 

* Increases effective October 1st; revenue
increases reflect 12 months.
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FINANCIAL PLAN RESULTS 
Key Rate Increase Drivers

for FY 2016‐17 through FY 2020‐21 

• Debt Service Related to Growth
– New Capital for Ocotillo Water Reclamation Facility (WRF) 
– San Tan Vista Surface Water Treatment Plant

• Debt Service Related to Non‐Growth
– Capital System Maintenance 
– Infrastructure Improvements

• Operations & Maintenance (O&M)
– Reclaimed Operations
– Ocotillo and Airport WRFs
– Pecos and San Tan Vista Surface Water Treatment Plants
– Solid Waste Collections Contract CPI  and O&M Increases
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COS ANALYSIS
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COS BENEFITS
• Fair and Equitable, Approach Most Commonly 
Utilized in Water and Wastewater Industry

• More Accurately Reflects Actual Cost of 
Providing Service to Each Customer Class 

• Customers in Each Class are Assumed to Have Similar 
Usage Characteristics or Impact to System

• Distributes Revenue Requirements to Customer Classes 
Based on Their Proportional Units of Service
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WATER
Review of COS Results
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WATER
FY 2017‐18 Revenue at Existing Rates vs. COS Results

(1) Landscape Customer Class is largest COS “re‐alignment”
(2) Transition to Correct COS Typically Obtained Over a 3‐5 Year Period

Customer Class

FY 2017‐18 
Revenue 

Recovery at 
Existing Rates

FY 2017‐18
COS 

(Includes 4%)

Required  
$ 

Revenue 
Change

Required
% 

Revenue
Change

Single Family $27,489,377  $26,739,944  ($749,433) ‐2.7%
Multi Family 2,947,317  2,864,524  (82,793) ‐2.8%
Industrial 7,455,380  7,812,868  357,488  4.8%
Landscape Service 6,855,572  8,558,799  1,703,227  24.8%
Non‐Residential 4,286,873  4,534,766  247,893  5.8%
Total $49,034,519  $50,510,901  $1,476,382  3.0%
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WATER
FY 2017‐18 Revenue After 4% Across‐the‐Board 

Increase vs. COS Results

(1) Landscape Customer Class is largest COS “re‐alignment”
(2) Transition to Correct COS Typically Obtained Over a 3‐5 Year Period

Customer Class

FY 2017‐18 
Revenue
Recovery
Before COS 
(Includes 4%)

FY 2017‐18
After
COS 

(Includes 4%)

Required 
$ 

Revenue 
Change

Required 
% 

Revenue 
Change

Single Family $28,314,059  $26,739,944  ($1,574,115) ‐5.6%
Multi Family 3,035,737 2,864,524  (171,213) ‐5.6%
Industrial 7,679,042 7,812,868  133,826 1.7%
Landscape Service 7,061,239 8,558,799  1,497,560 21.2%
Non‐Residential 4,415,479 4,534,766  119,287 2.7%
Total $50,505,555  $50,510,901  $5,346  0.0%
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• Cost Of Providing Service By Customer Class, 
Changes Over Time

• Last COS Realignment Implemented FY 2007‐08 
Along with Revised Rate Structure  

• Changes that Effect COS Update 
a. Changes in Overall Customer Usage Characteristics
b. Construction of Capital Projects ‐ Expanding System
c. Advancements in Technology ‐ Improving Data
d. Created Landscape Meter Customer Class 

• COS Typically Reviewed Every 5‐7 Years

WATER
Reasons for COS Results
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STAFF RECOMMENDATION
Water Rates: COS 5‐Year Transition Plan

Includes total revenue recovery projected 
increases of 4% in FY 2017‐18 and FY 2019‐20, 
and assumed 2% in FY 2021‐22

Customer Class Existing
FY 

2016‐17
FY 

2017‐18
FY 

2018‐19
FY 

2019‐20
FY 

2020‐21
FY 

2021‐22
Single Family
First 10 Kgal $1.60 $1.60 $1.61 $1.61 $1.62 $1.62 $1.62
Next 10 Kgal 2.08 2.08 2.10 2.10 2.11 2.11 2.11
Next 40 Kgal 2.62 2.62 2.64 2.64 2.65 2.65 2.65
Over 60 Kgal 3.27 3.27 3.29 3.29 3.31 3.31 3.31

Multi‐Family
First 10 Kgal $0.87 $0.87 $0.88 $0.88 $0.89 $0.89 $0.89
Next 10 Kgal 1.07 1.07 1.08 1.08 1.09 1.09 1.09
Next 20 Kgal 1.47 1.47 1.49 1.49 1.50 1.50 1.50
Over 40 Kgal 2.21 2.21 2.23 2.23 2.25 2.25 2.26
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STAFF RECOMMENDATION
Water Rates: COS 5‐Year Transition Plan

Includes total revenue recovery projected increases of 4% in FY 2017‐18 and 
FY 2019‐20, and assumed 2% in FY 2021‐22

Customer Class Existing
FY 

2016‐17
FY 

2017‐18
FY 

2018‐19
FY 

2019‐20
FY 

2020‐21
FY 

2021‐22

Non‐Residential $2.03 $2.03 $2.14 $2.14 $2.24 $2.24 $2.29

Landscape 2.42 2.42 2.75 2.75 3.08 3.08 3.25

Industrial 2.02 2.02 2.11 2.11 2.21 2.21 2.25
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WATER
Landscape Meter COS Bill Impact for Average Acct (Monthly)

Customer Type

Landscape
Billing

FY 2015‐16
COS FY 
2017‐18

COS FY 
2019‐20

COS FY 
2021‐22

Across the 
Board (ATB) 
FY2021‐22

City of Chandler 
(Accounts 412)
(Avg Consump/ Acct 93K)

$224 $254 $285 $301 $247

HOAs 
(Accounts 622)
(Avg Consump/Acct 102K)

247 280 314 331 272

Schools
(Accounts 79)
(Avg Consump/Acct 188K)

456 518 580 612 503

Golf Courses
(Accounts 6)
(Avg Consump/ Acct 81K)

197 223 250 264 217

Medical
(Accounts 3)
(Avg Consump/ Acct 175K)

423 480 538 568 467

Includes total revenue recovery projected increases of 4% 
in FY 2017‐18 and FY 2019‐20, and assumed 2% in FY 
2021‐22



19

WATER
SFR Meter COS Bill Impact for Average Account

(Monthly Amount with Base Charge)

Includes total revenue recovery projected increases of 
4% in FY 2017‐18 and FY 2019‐20, and assumed 2% in 
FY 2021‐22

Customer Type
SFR Billing
FY 2015‐16

FY 
2017‐18

FY 
2019‐20

FY 
2021‐22

Single Family Residential 
(Avg Monthly Consumption per
Account 12K)

$29 $30 $30 $30
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WATER
FY 2021‐22 Rate Comparison ‐With and Without COS

Customer Class Existing Across‐the‐Board Cost of Service
Single Family
First 10 Kgal $1.60 $1.77 $1.62
Next 10 Kgal 2.08 2.30 2.11
Next 40 Kgal 2.62 2.90 2.65
Over 60 Kgal 3.27 3.61 3.31

Multi‐Family
First 10 Kgal $0.87 $0.96 $0.89
Next 10 Kgal 1.07 1.19 1.09
Next 20 Kgal 1.47 1.63 1.50
Over 40 Kgal 2.21 2.44 2.26

Non‐Residential $2.03 $2.24 $2.29
Landscape 2.42 2.67 3.25
Industrial 2.02 2.23 2.25
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WATER 
FY 2021‐22 COS Post Transition Results

Includes total revenue recovery projected 
increases of 4% in FY 2017‐18 and FY 2019‐20, 
and assumed 2% in FY 2021‐22

Customer Class

FY 2021‐22
Cost of 
Service

FY 2021‐22
Revenue 
Recovery

$ 
Difference 
from COS

% 
Difference 
from COS

Single Family $29,177,229  $29,258,683 ($81,453) ‐0.3%
Multi Family 3,106,445  3,111,283  (4,383) ‐0.2%
Industrial 8,458,150  8,471,569  (13,419) ‐0.2%
Landscape Service 9,274,901  9,286,227  (11,326) ‐0.1%
Non‐Residential 4,919,291  4,924,407  (5,116) ‐0.1%
Total $54,936,016 $55,052,169 ($116,153) ‐0.2%
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WATER RATES
SFR Inside City Bill Impact

Assumes 12,000 Gallon Usage on 5/8” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WATER RATES
Multi‐Family Inside City Bill Impact

Assumes 500,000 Gallon Usage on 6” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WATER RATES
Non‐Residential Inside City Bill

Assumes 200,000 Gallon Usage on 2” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WATER RATES
Landscape Inside City Bill Impact 

Assumes 100,000 Gallon Usage on 1” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WATER RATES
Industrial Inside City Bill Impact 

Assumes 312,000,000 Gallon Usage on 8” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WASTEWATER
Review of COS Results
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• Cost Of Providing Service By Customer Class,      
Changes Over Time

• Last COS Realignment Implemented FY 2007‐08 Along 
with Revised Rate Structure  

• Changes that Effect COS Update 
a. Changes in Overall Customer Usage Characteristics
b. Construction of Capital Projects ‐ Expanding System
c. Advancements in Technology ‐ Improving Data
d. Landscape Meter Customer Class – Changes MF Return Flow 

Estimates 

• COS Typically Reviewed Every 5‐7 Years

WASTEWATER
Reasons for COS Results
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WASTEWATER
FY 2017‐18 Revenue at Existing Rates 

vs. 100% COS Results

Customer Class

FY 2017‐18 
Revenue 

Recovery at 
Existing Rates

FY 2017‐18
COS 

(Includes 9%)

Required  
$ 

Revenue 
Change

Required
% 

Revenue
Change

Single Family $22,856,249  $19,703,146  ($3,153,103) ‐13.80%

Multi‐Family 2,236,292  4,263,314  2,027,022  90.64%

Non‐Residential 16,009,959  19,912,593  3,902,634  24.38%

Total $41,102,500  $43,879,053  $2,776,553 6.76%

(1) All Customer Classes Need COS Realignment
(2) Transition to Correct COS Typically Obtained Over a 3‐5 year Period
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Customer Class Existing Rates Across‐the‐Board Cost of Service

SFR Base Charge* $26.35 $35.07 $27.48

MF Base Charge* $8.07 $10.74 $18.71

Non‐Residential

Volumetric ** $3.17 $4.22 $4.80
Base Charge 6.95 9.25 10.51

WASTEWATER
FY 2021‐22 Rate Comparison
With and Without 100% COS

*   Monthly Charge per Dwelling Unit
** Per 1,000 Gallons

Includes projected increases of 9% in FY 2017‐18 and FY 2019‐20, and 
assumed 12% in FY 2021‐22
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WASTEWATER 
Revenue Recovery Considerations

• Slow Impact of Cost of Service Implementation

• Additional Effort Over Next Few Years to 
Determine Inside vs. Outside Usage 
– Multi‐City Study Using New Metering Technologies

• Update COS in Year 5 and Adjust Accordingly
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WASTEWATER 
Revenue Recovery Recommendation

Transition COS Rates at Slower Pace

By FY 2021‐2022, revenue recovery would be equal 
to 50% of the calculated COS to minimize impacts 

on each wastewater customer class
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WASTEWATER
FY 2017‐18 Revenue at Existing Rates vs. 50% COS Results

Customer Class

FY 2017‐18 
Revenue 

Recovery at 
Existing Rates

FY 2017‐18
COS 

(Includes 9%)

Required  
$ 

Revenue 
Change

Required
% 

Revenue
Change

Single Family $22,856,249  $22,051,689  ($804,560) ‐3.52%

Multi‐Family 2,236,292 3,325,336 $1,089,044  48.70%

Non‐Residential 16,009,959 18,502,028 $2,492,069  15.57%

Total $41,102,500  $43,879,053  $2,776,553  6.76%

(1) All Customer Classes Need COS Realignment
(2) Transition to Correct COS Typically Obtained Over a 3‐5 year Period
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WASTEWATER
FY 2017‐18 Revenue After 9% Across‐the‐Board

Increase vs. 50% COS Results

Customer Class

FY 2017‐18 
Revenue
Recovery
Before COS 
(Includes 9%)

FY 2017‐18
After
COS 

(Includes 9%)

Required 
$ 

Revenue 
Change

Required 
% 

Revenue 
Change

Single Family $24,404,556  $22,051,689  ($2,352,867) ‐9.64%
Multi‐Family 2,388,011 3,325,336 $937,325  39.25%
Non‐Residential 17,107,390 18,502,028 $1,394,638  8.15%
Total $43,899,957  $43,879,053  ($20,904) ‐0.05%

(1) All Customer Classes Need COS Realignment
(2) Transition to Correct COS Typically Obtained Over a 3‐5 year Period
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WASTEWATER RATES
FY 2021 – 2022 Rates Recover 50% of COS

Class Existing
FY 

2016‐17
FY 

2017‐18
FY 

2018‐19
FY 

2019‐20
FY 

2020‐21
FY 

2021‐22
SFR Base 
Charge* $26.35 $26.35 $27.57 $27.57 $28.89 $28.89 $30.81

% Change 4.6% 4.8% 6.6%

Multi‐Family 
Base Charge* $8.07 $8.07 $9.85 $9.85 $11.78 $11.78 $14.58

% Change 22.1% 19.6% 23.8%

Non‐Residential
Volumetric** $3.17  $3.17 $3.52 $3.52 $3.90 $3.90 $4.45
Base Charge 6.95  6.95 7.72 7.72 8.55 8.55 9.76

% Change 11.0% 0.0% 10.8% 0.0% 14.1%

*   Monthly Charge per Dwelling Unit
** Per 1,000 Gallons
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Customer Class Existing Rates Across‐the‐Board
Cost of 

Service(COS)

SFR Base Charge * $26.35 $35.07 $30.81

MF Base Charge * $8.07 $10.74 $14.58

Non‐Residential

Volumetric ** $3.17 $4.22 $4.45

Base Charge 6.95 9.25 9.76

WASTEWATER
FY 2021‐22 Rate Comparison
Rate Recovery at 50% COS

*   Monthly Charge per Dwelling Unit
** Per 1,000 Gallons

Includes projected increases of 9% in FY 2017‐18 and FY 2019‐20, and 
assumed 12% in FY 2021‐22
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WASTEWATER
FY 2021‐22 COS Post Transition Results

Revenue Recovery at 50% COS

Includes projected increases of 9% in FY 2017‐18 and FY 2019‐20, and 
assumed 12% in FY 2021‐22

Customer Class

FY 2021‐22 
Revenue 
Recovery
(100% COS)

FY 2021‐22 
Revenue 
Recovery

(50% of COS)

$
Difference 
from COS

% 
Difference 
from COS

Single Family $24,337,204  $27,263,397 $2,926,193 12.02%

Multi‐Family 5,286,449  4,121,704 (1,164,745) ‐22.03%

Non‐Residential 24,680,508  22,914,963 (1,765,545) ‐7.15%

Total $54,304,161  $54,300,064 ($4,097) ‐0.01%
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WASTEWATER RATES 
SFR Inside City Bill Impact

Assumes 12,000 Gallon Usage on 5/8” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WASTEWATER RATES
Multi‐Family Inside City Bill Impact
Assumes 150 Units or 500,000 Gallon Usage on 6” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WASTEWATER RATES
Non‐Residential Inside City Bill
Assumes 200,000 Gallon Usage on 2” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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WASTEWATER RATES
Industrial Inside City Bill Impact 
Assumes 312,000,000 Gallon Usage on 8” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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RECLAIMED WATER
Rate Analysis
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RECLAIMED WATER
Rate Analysis

• Key Drivers of Rate Increases
– Transition to Reclaimed Rates that Better Reflect COS
– New Reclaimed Water Fund Established Beginning FY 2016‐17; more operating 

costs have been identified as part of Reclaimed Water operations
– Decision to Reflect O&M Costs in Reclaimed Rates
– Capital Costs & Debt Service Remain in Water/Wastewater Funds

• Projected Rate Increases 

• Maintain existing rate structure
– Volumetric Charge Per 1,000 Gallons

FY 
2015‐16

FY 
2016‐17

FY 
2017‐18

FY 
2018‐19

FY 
2019‐20

FY 
2020‐21

18% 0% 15% 0% 15%  0%
(Implemented) (was 8%) (was 2%)
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RECLAIMED WATER RATES
5‐Year Projection

All Reclaimed 
Customers Existing

FY 
2016‐17

FY 
2017‐18

FY 
2018‐19

FY 
2019‐20

FY 
2020‐21

Rate per Kgal $0.60  $0.60  $0.69  $0.69  $0.79  $0.79 

Change ‐ $ $0.00  $0.09  $0.00  $0.10  $0.00 

Change ‐ % $0.60  $0.60  $0.69  $0.69  $0.79  $0.79 

Includes projected increases of 15% in FY 2017‐18 and FY 2019‐20
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WATER
Reclaimed Water Bill Impact for an Average 

Account (Monthly)

Customer Type

Reclaimed 
Water Billing 
(Average Acct)
FY 2015‐16

FY 
2017‐18

FY 
2019‐20

City of Chandler 
(Accounts 83)
(Avg Consump/Acct 425K)

$255 $294 $336

HOAs 
(Accounts 95)
(Avg Consump/Acct 956K)

573 659 755

Schools 
(Accounts 5)
(Avg Consump/Acct 1,110K)

666 766 877

Includes projected increases of 15% in FY 2017‐18 and FY 2019‐20
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RECLAIMED WATER vs. LANDSCAPE 
RATE COMPARISON – 5 YEAR PROJECTION

Service Existing
FY 

2016‐17
FY 

2017‐18
FY 

2018‐19
FY 

2019‐20
FY 

2020‐21

Potable Landscape 
$/Kgal $2.42 $2.42 $2.75 $2.75 $3.08 $3.08

Reclaimed $/Kgal
(used for Landscape) $0.60  $0.60  $0.69  $0.69  $0.79  $0.79 

Reclaimed Rates 
as a % of Potable 
Landscape Rates

24.8% 24.8% 25.1% 25.1% 25.6% 25.6%
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RECLAIMED WATER RATES
Inside City Bill Impact 

Assumes 100,000 Gallon Usage on 1” Meter

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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SOLID WASTE 
Rate Analysis
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SOLID WASTE 
Rate Analysis

• Key Driver of Rate Increases
– Solid Waste Collections Contract CPI and O&M Increases

• Proposed Rate Increases

• Keep Existing Structure 
– Flat Monthly Rate for All Covered Residences

• Single‐family homes, Duplexes, Tri‐plexes, and Multi‐plexes, other 
than business establishments, with separate garages for each unit, 
and that permit curbside collection for each unit

FY 
2015‐16

FY 
2016‐17

FY 
2017‐18

FY 
2018‐19

FY 
2019‐20

FY 
2020‐21

6% 0% 6% 0% 6%  0%
(Implemented) (was 7%)



50

SOLID WASTE RATES
All Customers

All Covered 
Residences Existing

FY 
2016‐17

FY 
2017‐18

FY 
2018‐19

FY 
2019‐20

FY 
2020‐21

Monthly Bill $15.97  $15.97  $16.93  $16.93  $17.95  $17.95 
Change ‐ $ ‐‐‐ $0.00  $0.96  $0.00  $1.02  $0.00 
Change ‐ % ‐‐‐ 0% 6% 0% 6% 0%
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SOLID WASTE RATES
Covered Residences City Bill 

*Based on FY17/18 rates for Chandler, the   
comparison cities are FY16/17 rates.
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UTILITY COMBINED
CUSTOMER IMPACTS & 

COMPARISON



53

COMBINED SFR UTILITY BILL 
COMPARISON

Assumes 12,000 Gallon Usage on 5/8” Meter
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COMBINED MULTI‐FAMILY UTILITY BILL 
COMPARISON

Assumes 150 Units or 500,000 Gallon Usage on 6” Meter
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COMBINED NON‐RESIDENTIAL UTILITY BILL 
COMPARISON

Assumes 200,000 Gallon Usage on 2” Meter
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COMBINED INDUSTRIAL UTILITY BILL 
COMPARISON

Assumes 312,000,000 Gallon Usage on 8” Meter



57

STRATEGY/TIMELINE
Implementation Steps Time Frame
Micro‐Retreat with Mayor and Council Sep 2015
Public  Outreach – HOA/Golf Course Groups, Multi Family, 
Non‐Residential & Industrial

Sep‐Oct 2016

Feedback to City Manager/Council on Results of Outreach Nov 2016
Adopt Notice of Intention to Increase Rates Jan 2017
Conduct Public Hearing for Water, Reclaimed Water, 
Wastewater and Solid Waste Rate Increases

Feb 2017

Introduce Ordinance to Increase Water, Reclaimed Water, 
Wastewater and Solid Waste Rates

Mar 2017

Adopt Ordinance to Increase Water, Reclaimed Water, 
Wastewater and Solid Waste Rates

Mar 2017

First Year that COS Rates Become Effective  10/1/17
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THANK YOU


