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Summary of Current Fees
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A) Connection Fees and Charges per ERC (TAP Fee) $2,407 A) Connection Fees and Charges per ERC (TAP Fee) $2,251

B) Plant Capacity $910 B) Plant Capacity $1,110

C) Transmission Capacity "TAP Fee" Components $380 C) Transmission Capacity "TAP Fee" Components $500

D) Water AGRF $1,117 D) Wastewater AGRF $641

E) Distribution Fee / Line Extension Charge (Non-MSBU) $2,940 E) Collection Fee / Line Extension Charge (Non-MSBU) $2,910

F) Water Service Line $1,070 F) Service Installation Charge $1,240

F) Water Meter $375 G) LPS Installation - Residential per each LPS Tank $4,800

Full Cost of Water Fees $6,792 Full Cost of Wastewater Fees $11,201

Current Charlotte County WASTEWATER CONNECTION FEESCurrent Charlotte County WATER CONNECTION FEES

The Connection Fee (TAP Fee) amounts were set based on a study published in 2012, which calculated the cost of existing and planned investments that provide capacity to 
serve new utility customers. The planned investments provided in the capital plan were based on projections for residential development, residential infill and commercial 
development coming out of the Great Recession. The Distribution / Collection Fees were subsequently removed from the Connection Fees and set equal to the Line Extension 
Charges. Updates to fee application methods per connection were also adopted.



Summary of Current Fees (cont.)
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• Where utilities are expanding services through an assessment 
program (like the septic-to-sewer conversions), TAP Fees, meter & 
service connection fees plus the actual costs of local infrastructure 
improvement costs are typically considered

A) Connection Fees: CCU invoices this charge as one "TAP Fee" for each newly connected ERC; the components are never broken out on an invoice.

ALL new connections pay the "TAP fee" for each ERC, but rarely pay any Distribution/Collection, LPS Tank or Service fees.

B) Plant Capacity Fee: The amount of potable water production and wastewater treatment expressed as an average of millions of gallons per day (MGD).

C) Transmission Capacity Fee: The capacity of the system pipes to and from the treatment plants.

D) AGRF: These fees are collected for operations and maintenance of unused capacity in the system ("carrying costs").

E) Local Infrastructure Fees: These fees are not paid by developers; very few people actually pay these for infill construction.

F) Service Connection Fees: Amounts applicable to any new water and/or wastewater physical connection of the property to the system made by CCU.

G) LPS Tank Fee: There are currently only 90 infill projects in queue which will eventually pay for an LPS tank installation.

When analyzing how the cost of system expansion affects existing customers of the system, we recommend updating the TAP Fees.



Review of TAP Fees – Study Tasks
• Review water and wastewater capacity fees

› Update the existing fees by evaluating the system’s investments in 
current and future treatment and transmission capacities available 
to serve new customer connections, including the capital costs 
associated with purchased water

• Evaluate and update the water and wastewater accrued 
guaranteed revenue fees (AGRF)

› Fee collected to pay the costs of reserving, operating and 
maintaining unused plant and transmission capacity

– Estimate the opportunity costs of expansion-related investments and 
certain fixed operating expenses
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Capacity Fee Criteria
• Governed primarily by Florida Case Law:

› Fees must be reasonably equitable to all parties - Dual rational 
nexus

– Capacity fees must be based on the capital cost requirements 
anticipated for providing service to new utility customers

› Capacity fees must be based upon reasonable level of service 
standards that meet the needs of CCU

› Capacity fees cannot be used to fund deficiencies in capital needs 
of the utility or pay for any operating costs

› Capacity fees are maintained in separate, restricted accounts
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• Cost Recovery Methods:
› Recovers the cost of supply, treatment and backbone transmission

– Considered a “System Cost”
– All customers generally benefit 

› Excludes local or on-site water distribution / wastewater collection 
system costs, meter installations, service connections and 
miscellaneous equipment

– Generally contributed or funded separately through line extension fees, 
assessments, and/or other infrastructure charges
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Capacity Fee Criteria (cont.)



• Fee Calculation:
› Capacity costs are based on current assets that have available 

capacity to serve new customer connections plus planned expansion-
related improvements over the next five to ten years, including 
purchased water capacity costs

› Capacity costs are allocated to the total capacity available which 
results in a capital charge per gallon

› Capacity fees are calculated based on adopted service levels (gallons 
of capacity per connection) allocable to each customer class

– Often expressed on a per equivalent residential connection (ERC) basis 
and/or meter size
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Capacity Fee Criteria (cont.)



• Source of Supply
• Proximity to Source of Supply
• Type of Treatment
• Availability of Grant Funding
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• Utility Life Cycle (Growth-oriented 
vs. Mature)

• Level of Service per ERC

• Age of System

• Density / Size of System

Why Capacity Fees Differ Among Utilities



9

Capacity Fee Comparison



AGRF Criteria
• Cost recovery mechanism carried over from when 

CCU’s facilities were operated as a “private utility”
› Florida Public Service Commission (FPSC) limits the 

amount of “return” that private investors can make when 
expanding plant capacities well beyond existing needs

– Rules predicated on used and useful capacity 
requirements vs. oversizing the system at current 
customers’ expense

› FPSC allows for implementation of an AGRF by regulated 
utilities
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AGRF Criteria (cont.)
• Fee collected to pay the costs of reserving, operating and 

maintaining unused plant and transmission capacity
• Amounts based on the estimated opportunity costs of 

expansion-related investments and may include certain fixed 
operating expenses

› Opportunity costs may include both stranded investment costs and 
interest expenses on expansion-related debt

› Fixed operating expenses may include minimum staffing 
requirements necessary to meet regulatory requirements and 
other expenses to maintain excess capacity in advance of new 
utility connections
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AGRF Criteria (cont.)
• AGRFs calculated on a per ERC basis

› When capacity fees are updated to account for future 
capacity investments, the AGRF begins at $0, and will accrue 
monthly, quarterly or annually based on the average monthly 
fixed costs allocable per ERC

› Without additional justification, the FPSC will allow the AGRF 
to accrue for longer than five (5) years, at which time the fee 
reaches its maximum charge

– This fee is not common within public utility systems
– In practice, I have limited the accrual to five (5) years to 

approximate the utility’s capital planning horizon
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Next Steps
• CCU may want to consider updating the TAP Fees, which would 

include the plant and transmission capacity fees and AGRFs
• A proposed work authorization would be developed to identify the 

project scope and tasks, requirements of CCU staff, planned 
meetings,  public hearings, and a project budget

• Project timeline may be influenced by the condition and 
availability of audited fixed asset records, capital planning criteria, 
and master plan recommendations (if any)

› Typical studies may take 120 to 180 days
› May be affected by priorities placed on the Bond Feasibility Study
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Illustration
Preliminary Updates to Financial Forecast
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Projected Rate Adjustments - Residential Water and Wastewater Bill Comparison*

FY24 FY25 FY26 FY27 FY28 FY29 FY30

Construction Assumptions: East Port $58.2 million / Burnt Store $90.2 million

Base Case (Indexed Rates - 2.5% Minimum) 7.07% 4.60% 2.70% 2.50% 2.50% 2.50% 2.50%

Base Case - Average Bill $121.54 $127.13 $130.56 $133.83 $137.17 $140.60 $144.12

Construction Assumptions: East Port $106.2 million / Burnt Store $103.9 million
Scenario 1 - New Estimates (EP & BS) - No TAP Fee 
Adjustment 7.07% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50%

Scenario 1 - Average Bill $121.54 $127.01 $132.72 $138.70 $144.94 $151.46 $158.28
Scenario 2 - New Estimates (EP & BS) – Assumes a 
Wastewater TAP Fee Increase from $2,251 to $8,300 per 
New Equivalent Residential Connection 7.07% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%

Scenario 2 - Average Bill $121.54 $126.40 $131.46 $136.72 $142.18 $147.87 $153.79

Construction Assumptions: East Port $106.2 million / Burnt Store $172.4 million
Scenario 3 - New Estimates (EP & BS) - No TAP Fee 
Adjustment 7.07% 5.50% 5.50% 5.50% 5.50% 4.00% 4.00%

Scenario 3 - Average Bill $121.54 $128.22 $135.28 $142.72 $150.57 $156.59 $162.86
Scenario 4 - New Estimates (EP & BS) – Assumes a 
Wastewater TAP Fee Increase from $2,251 to $8,300 per 
New Equivalent Residential Connection 7.07% 5.00% 5.00% 5.00% 5.00% 4.00% 4.00%

Scenario 4 - Average Bill $121.54 $127.62 $134.00 $140.70 $147.73 $153.64 $159.78

*Residential water and wastewater bill based on the average monthly metered water use of 4,000 Gallons
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Prepared by:
Murray Hamilton, Vice President
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Thank you!
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