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Reference: FY 26 Bulk Water Rate Calculation 

1 Introduction 

This Memorandum presents an overview of the results of the Fiscal Year (FY) 2026 Bulk Water Rate 

Calculation Study (Study) conducted on behalf of the water and sewer systems of DeSoto County, FL 

(hereafter also referred to as “the County”) by Stantec Consulting Services Inc. (Stantec). 

 

The principal objectives or components of the Study were as follows: 

 

Cost of Service Analysis – Determine the appropriate distribution of DeSoto County water system costs 

to the bulk customer class based upon estimated FY 25 system billed flow to establish a unitary bulk rate. 

 

DeSoto County can provide water on a bulk basis to certain customers in its service area. Bulk customers 

are generally distinguished from retail customers by the terms of service – such as interruptible service, low 

pressure service, or “take or pay” arrangements – or by the magnitude of the volumes provided. To be eligible 

for a bulk rate, the bulk customer must enter a bulk utility supply contract with the County. The bulk rate must 

be the County’s cost to obtain the water service being requested by the potential bulk customer1.  

 

Currently, the County does not have such bulk rate water customers nor a bulk water unitary rate. Stantec 

was tasked with the calculation of the bulk water unitary rate. The calculation follows the general methodology 

given in Figure 1-1 below.  

 

 

 
1 Article II, Division 1, Sec. 12-19 (I) of DeSoto County Code of Ordinances 
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Figure 1-1 Methodology for Determining Bulk Water Rates 

Determine FY 26 System Costs

Allocate Costs Between Water and Sewer Systems

Allocate Water Costs by Function

Determine Eligible Costs for Bulk Rate Customers

Divide Eligible Costs by FY 25 Estimated System Flows
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Memorandum 

2 Bulk Water Rate Calculation 

The following sections describe the methodology and results of the bulk water rate calculation.  

2.1 Total System Costs  

This section discusses the total FY 26 budgeted system expenditures and obligations. The total system 

obligations included in the bulk water rate calculation are $7,138,895. The total obligation comprises of 

three categories:  

1. Budgeted Expenditures - $4,837,912, 

2. Capital Improvement Program (CIP) Expenditures - $1,864,300, and 

3. Existing Debt Service Payments - $436,683. 

The following sections discuss the details of each of the expenditure categories.  

Budgeted Expenditures  

The FY 26 budgeted expenditures were provided to Stantec by the County. A summary of the expenditures 

by category is presented in Table 2-1. Minor capital outlay, reserves for contingencies, depreciation, and 

transfers were excluded from the calculation.  

Table 2-1 FY 26 Utility System Budget by Category 

FY 26 Budgeted Expense Category Amount (in 2026 dollars) 

Personal Services $1,285,297 

Operations & Maintenance (O&M) Costs $2,828,765 

R & R Projects $723,850 

Total $4,837,912 

Capital Improvement Program Costs 

The Table 2-2 below presents the County’s annual budgeted Capital Improvement Program (CIP) costs 

presented in dollars of which the year they are presented. An annual inflation index of 3 percent is assumed 

after FY 26. Any capital projects identified to have external funding outside of the utility system’s rate 

revenues have been excluded from the calculation.  
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Table 2-2 Utility CIP Costs by Year 

CIP Category FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

Utilities Administration $55,000 $66,950 $37,132 $81,955 $50,648 

DCI Water Treatment Plant2 $215,000 $56,650 $58,350 $27,318 $180,081 

North Booster Station Upgrades $53,000 $56,650 $37,132 $38,245 $39,393 

Water Meter Replacement  $150,000 $154,500 $159,135 $163,909 $168,826 

Water Utility Equipment2 $15,000 $56,135 $26,523 $30,050 $33,765 

SCADA – Lift Stations2 $20,000 $25,750 $31,827 $35,514 $39,393 

Wastewater Lift Station Rehab $ 459,000 $200,850 $100,786 $103,809 $106,923 

Wastewater Other $ - $103,00 $ - $ - $ - 

Wastewater Utility Equipment $230,000 $103,000 $74,263 $ - $90,041 

Wastewater Capital (413) $4,350,000 $1,236,000 $ - $ - $ -  

Total $5,547,000 $2,059,485 $525,146 $480,800 $709,071 

Average $1,864,300 $1,864,300 $1,864,300 $1,864,300 $1,864,300 

The CIP costs fluctuate across the projection. Thus, the average annual CIP of $1.9 million is used as the 

FY 26 CIP cost requirement.  

Existing Debt Service 

The County currently has two existing debt service obligations.  

• Seacoast Refunding Bond – The bonds were issues for the refinancing of the Water/Wastewater 

USDA Bonds for acquisition of pipeline. The issue date was October 29, 2021, for an amount of 

$6,256,573. The remaining outstanding amount as of September 30, 2024, is $5,397,691. The 

current total annual debt service payment is $435,682. The maturity date is June 1, 2038.  

• DEP SRF Loan – This loan was established for the financing of construction of the Wastewater 

pipeline for DeSoto County. The issue date was February 14, 2005 for an amount of $2,845,788. 

The remaining outstanding amount as of September 30, 2024, is $1,263,343. The current total 

annual debt service payment is $137,915. The maturity date is February 14, 2035. 

Because the SRF loan finances projects identified as wastewater, this debt service payment was excluded 

from the calculation of bulk water rates.  

2.2 Allocate Costs Between Water and Sewer 

The table below presents the allocation factors between water and sewer systems.  

 

 
2 Eligible to be included in the Bulk Rate Calculation. 
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Table 2-3 System Costs Allocation Factors 

Basis/Factor Description Water Factor Sewer Factor 

Water Direct allocation to Water 1.00 - 

Wastewater Direct allocation to Wastewater - 1.00 

CIP - 5 YR Water eligible share of all CIP costs. 0.11 0.89 

Debt Service Share of water eligible costs 0.13 0.87 

Indirect Module-specific weighted average calc. 0.42 0.58 

N/A Cost center is not applicable to module - - 

The allocation of the water bulk rate eligible CIP costs is determined by the average applicable water CIP 

projects (identified with Footnote 2 in Table 2-2) divided by the average total annual CIP for the utility 

system. The average eligible CIP costs are $201,649 and the total average annual CIP costs are 

$1,864,300. Thus, resulting in an allocation factor to water of 0.11. 

As mentioned previously, the SRF loan is excluded from the analysis, so the debt service allocation factor is 

only applicable to the Suncoast Refunding Bond. The proceeds for the loan are dedicated for pipeline-

related projects. The allocation factor is calculated by taking the share of transmission-related costs3 of the 

system divided by the total costs of the system4.  

The indirect factor is calculated based on the weighted average of all other assigned cost components. Any 

line item with the cost center grouping of “Administration” was assigned the indirect factor.  

Out of the $7,138,895 total applicable system costs, $3,000,495 (42%) were assigned to water and 

$4,138,400 (58%) were assigned to sewer. Schedule 1 in the Appendix provides line-item detail of the 

system cost allocation.  

2.3 Allocate Water Costs by Factor  

There are five factors for the allocation of the water system costs.  

1. Supply  

2. Treatment 

3. Distribution 

4. Fire Protection 

5. Customer 

 

 
3 Distribution costs are excluded since they are not applicable to bulk water rates.  
4 Excluding supply costs. It is assumed that the County does not have any existing debt service for supply 
costs as the County purchases their water supply from Pease River/Manasota Regional Water Supply 
Authority (PRMRWSA). 
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DeSoto County has an agreement with Pease River/Manasota Regional Water Supply Authority 

(PRMRWSA) to purchase the water supply for the County. Both Pumping and Storage factors are excluded 

from the analysis. It is assumed that costs associated with pumping and storage are included in the cost of 

purchasing water from PRMRWSA. 

The Table 2-4 below presents the allocation factors of the water system costs.  

Table 2-4 Water Costs Allocation Factors 

Basis/Factor Description 
Supply 

Factor 

Treatment 

Factor 

Transmission 

Factor 

Distribution 

Factor 

Fire 

Protection 

Factor 

Customer 

Factor 

Supply Direct allocation to Supply 1.00 - - - - - 

Treatment Direct allocation to Treatment - 1.00 - - - - 

Transmission Direct allocation to Transmission - - 1.00 - - - 

Distribution Direct allocation to Distribution - - - 1.00 - - 

Fire Protection Direct allocation to Fire Protection - - - - 1.00 - 

Customer Direct allocation to Customer - - - - - 1.00 

T&D Asset Split Split based on miles of pipe - - 0.79 0.21 - - 

Indirect Weighted avg. calc. 0.51 - 0.03 0.10 0.01 0.11 

The allocation of the costs associated with both treatment and distribution are assigned to the T&D Asset 

Split factor. This is calculated by length in miles of transmission and distribution lines. The county has 43 

miles of transmission lines of which 9 miles (21%) are distribution5.  

The indirect factor is calculated based on the weighted average of all other assigned cost components. Any 

line items directly identified as water operations were assigned to an indirect allocation factor. All 

administration line items were assigned to the customer allocation factor.  

The Table 2-5 below identifies a summary of the water cost allocation by factor.  

Table 2-5 Water Cost Allocation by Factor Summary 

Cost Allocation Factor $ Amount (in 2026 dollars) % Amount 

Supply $1,531,326 51% 

Treatment $89,399 3% 

Transmission $681,056 23% 

Distribution $325,229 11% 

Fire Protection $34,384 1% 

Customer $339,101 11% 

Total $3,000,495 100% 

 

 
5 Per Utilities Department, Utilities Department | DeSoto County. FL 

https://desotobocc.com/248/Utilities
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Schedule 2 in the Appendix provides line-item detail of the water system cost allocation.  

2.4 Results 

In order to calculate a per-unit water bulk rate, Stantec identified eligible water cost factors that bulk rate 

users contribute to. One hundred percent of Supply and Transmission costs are included in the calculation, 

and the remaining factors are excluded. For most entities, bulk rate customers do not typically participate in 

the costs of Distribution, Fire Protection, or Customer factors. In some entities, bulk rate customers 

contribute to the cost of Treatment; however, in DeSoto County, the treatment costs are solely related to 

the prison located within the County. Thus, Treatment costs are also excluded from the calculation of the 

bulk rate. As a result, 74% of the total water costs are applicable to bulk rate customers for a total of $2.2 

million. Table 2-6 presents a summary of the bulk rate applicable water costs.  

Table 2-6 Bulk Rate Applicable Water Costs 

Cost Allocation Factor $ Amount (in 2026 dollars) % Percent Included Bulk Rate Eligible Costs 

Supply $1,531,326 100% $1,531,326 

Treatment $89,399 0% $ - 

Transmission $681,056 100% $681,056 

Distribution $325,229 0% $ - 

Fire Protection $34,384 0% $ - 

Customer $339,101 0% $ - 

Total $3,000,495 74% $2,212,382 

The FY 2025 total flow is estimated using six months of actual consumption data and assuming the 

remaining six months are equal to their respective month in FY 2024. The total FY 2025 consumption used 

in the analysis is 335,632 thousand gallons (KGAL). By dividing the total bulk rate eligible costs by the 

projected FY 2025 total consumption, this results in a bulk rate of $6.59 per KGAL of consumption. The 

equation in Figure 2-1 shows the calculation of the bulk rate per KGAL.   

 

Figure 2-1 Bulk Rate Calculation 

In conclusion, the rate for bulk service is based on proportional allocations of costs necessary to provide 

service, and as such, is calculated to exclude costs associated with facilities not used in the provision of 

service to bulk users (such as distribution expenses). In the future, the rate should be adjusted to include 

$2.2M

Costs

335.6K

KGAL

$6.59

per KGAL
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allocations of additional costs that are necessary to provide service (such as permanent expansions of 

water supply necessary to provide adequate capacity to meet demands). 

Stantec suggests that the County implements this unitary bulk rate for future bulk rate customers and 

updates the calculation periodically to reflect current system costs.  

Regards,  

Stantec Consulting Services Inc. 
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Appendix 

The following schedules are provided in the appendix.  

• Schedule 1 – System Costs Allocation 

• Schedule 2 – Water System Allocation to Functions  
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Schedule 1 - System Cost Allocation 
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Schedule 2 - Water System Allocation to Functions  
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