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Regional water framework

Water 2050
 RWSPG (2006)
 Water 2050 (2010)

GO TO 2040 & Update
 GO TO 2040 (2010)
 Update (2014)

ON TO 2050 (2018)
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Water industry challenges

1. Aging infrastructure

2. Financing for capital 
improvements

3. Long term water supply 
availability

 Chicago region municipalities 
had a stormwater funding 
backlog of $233 per 
household.

Source: 2015 AWWA  State of the Water Industry Report

Calculated from the municipalities that provided stormwater needs estimates in 
the 2008 Clean Watershed Needs Survey, inflated to 2012 dollars. 
http://water.epa.gov/scitech/datait/databases/cwns/2008reportdata.cfm
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Communities 
have a choice to 
make about how 
to manage water 

assets OR…

Avoid the issue and risk…
 emergency repairs
 business interruption
 public health impacts
 regulatory problems
 higher long-term costs

Invest proactively in management of water 
infrastructure assets to continue providing 
high-quality, reliable service. (at a lower long-
term cost)

Source: RCAP



Paying for water service I

The public can best be provided water 
service by self-sustained enterprises 
adequately financed with rates and 
charges based on sound accounting, 
engineering, financial, and economic 

principles.

American Water Works 
Association (AWWA)

Providing stormwater services through a 
user fee rather than taxation. 

What is a stormwater 
utility? (CMAP) 

Much of water infrastructure is not 
funded on a pay‐as‐you‐go basis, many 

communities turn to debt and loan funds 
to finance their infrastructure
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Paying for water service II



Paying for water 
service III

Source: Center for Neighborhood Technology and Chicago Metropolitan Agency for 
Planning Water Loss Survey, 2013. More than one answer could be selected. n = 79.

Source of Funding Percent of 
Respondents

Water rate 
revenue 

89%

General obligation 
bonds 

37%

State revolving 
fund loan 

23%

Other 9%
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Full cost pricing definition

“implies that all private and social costs associated with a 
product or activity (and determined using full cost 
accounting) are included in the price of an activity”
See Conway-Schempf, PhD. Full Cost Accounting http://gdi.ce.cmu.edu/gd/education/FCA_Module_98.pdf

http://gdi.ce.cmu.edu/gd/education/FCA_Module_98.pdf


10

Analogy: what is the full cost of driving?

 Gas

 Maintenance

 Operation 

 Financing

 Road Maintenance & Construction

 Traffic Congestion

 Emissions Impacts 

Social Costs
Full Supply Cost
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Full cost water pricing

 Operations, Maintenance, Administration

 Debt Service

 Reserves

 Infrastructure Renewal and Repair

 Infrastructure Replacement

 Planning & Programming

 Water Source Protection

Costs of Resource 
Depletion &

 
Degradation

Cost of Service 
W

ater Rates
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Cost of service rates: the pricing gap
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Revenue sufficiency

 annual operation and 
maintenance expenses

 financing of capital costs

 maintenance of working capital 
and required reserves

 achievement of defined financial 
performance metrics 

 support of an asset management 
program
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Step 1: Revenue requirements
Investor-owned - Rate based, 

rate of return method

 O&M, depreciation, taxes, 
rate of return on rate base

Municipal - Cash flow method

 O&M, debt service, 
reserves, capital additions

Adapted from Beecher 2009



Step 2: Cost of service rate setting

Cost allocation by function
 Water
 Wastewater
 Stormwater

Price differentiation by 
customer classes 
 Price according to user 

costs imposed on the 
system

Rates differentiated by
 Type of Customer 
 Meter Size 
 Meter Type 
 Location
 Structural Attributes 
 Water Source 
 Real Estate Tax Status
 Senior Citizen Status
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Step 3: Design rate structure
Rate-design options for $20 revenue recovery

Source: Adopted from Beecher (2009)
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Step 3: Design rate structure

Price/
unit

Quantity consumed

increasing-block

uniform

decreasing-block

tier breakpoint

tier 

Source: Adopted from Beecher (2009)



Illinois guidelines and regulations

 Illinois Commerce Commission (ICC)
 Illinois Public Utilities Act 

(220 ILCS 5/)
 Electric Supplier Act [220 ILCS 30/]
 Title 83: Public Utilities
 Others...

 Citizens Utility Board Act (220 ILCS 10/)
 Local Records Act (50 ILCS 205/)
 Stormwater fee 

 Church of Peace v. City of Rock Island, 828 
N.E.2d 1282, 1284 (Ill. App. Ct. 2005))

 Illinois Municipal Code 65 ILCS 5/Art. 
11 Div. 139 and 141
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Rate design: art, politics, science

Rate
Design

Water 
Conservation

Equitability

Affordability

Ease of 
Implementation

Revenue 
Stability

Revenue 
Adequacy

Simplicity

Adapted from  Sheard 2009
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Balancing fixed and variable charges

Recovering more 
revenue through 

fixed charges

Recovering more 
revenue through 
variable charges

More Equitable

Strengthened 
price signal

More Revenue 
Risk

Revenue 
Sufficiency

Weakens price 
signal

Revenue Stability



Why Benchmarking?
• Benchmarking rates to 

multiple objectives (cost 
recovery, affordability, 
conservation, can help 
communities make better 
water pricing decisions

• Benchmarking can also help 
build internal and external 
support for water rate 
policies.

• Provide regional snapshot.

• Performance Indicators (PI)
• How are we performing?
• How do we compare?
• How can we improve?

22



23
Source: Adapted from UNC School of Government Environment Finance Center  The State of Full Cost Pricing: Full Cost Pricing Among

Public Water & Sewer Utilities in the Southeast 2008

Metrics for Benchmarking
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IISG Northeastern Illinois 
Water/Wastewater/Stormwater

Rate Survey 

 Covers NE Illinois region planning area.

 Rates collected from local ordinances, and telephone contacts. 

 Result is a sample of  238 water supply systems. (FY2017)

 Municipal level data Includes:
 Billing frequency, water source, water unit, base rate, volumetric 

rate, rate structure, block rates and size.
 Allows for calculation of representative monthly 

water/wastewater bills for benchmarking.



State of your rates? Benchmarking Tool
State of your rates?
http://www.efc.sog.unc.edu/reslib
/item/northeast-illinois-water-and-
wastewater-rates-dashboard#

Created: David Tucker, 
Environmental Finance Center 
at University of North Carolina 
at Chapel Hill 
(http://efc.sog.unc.edu) & funder 
(U.S. EPA)
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http://www.efc.sog.unc.edu/reslib/item/northeast-illinois-water-and-wastewater-rates-dashboard
http://efc.sog.unc.edu/


Questions?
MSchneemann@cmap.illinois.gov
312.676.7456

Getting the Price Right

mailto:MSchneemann@cmap.illinois.gov
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