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This report is just one resource in a series on Arizona water and wastewater rates funded 

by the Arizona Water Infrastructure Finance Authority (WIFA) and compiled by the Envi-

ronmental Finance Center (EFC) at the University of North Carolina at Chapel Hill. 

In addition to this report, there is an accompanying set of tables and standardized water 

and wastewater rate information for each participating utility on the Arizona Water and 

Wastewater Rates Information webpage. Furthermore, with the online, interactive Rates 

Dashboard, users can compare utilities against various attributes such as geographic loca-

tion, system characteristics, and customer demographics, as well as financial indicators 

and benchmarks. 

A total of 409 utilities participated by providing their rate schedules, yielding a response 

rate of 93% of utilities. The survey includes 444 rate structures. 

Adequate water and wastewater rate-setting is one of a utility’s most important environ-

mental and public health responsibilities. This report aims to provide utility professionals 

and public officials with an up-to-date, detailed survey of current statewide rate struc-

tures and trends, and thus assist in the protection of public health, improvement of eco-

nomic development, and promotion of resource sustainability in Arizona.   
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305 

Utilities Serving 
WATER ONLY 

Utilities Serving 
WASTEWATER 

ONLY 

 RATES STRUCTURES BY THE NUMBERS 

19% 

15% 

12% 
MUNICIPALITIES 

OTHER 
*Other includes Counties/Districts, Not-For-

Profit, HOA, and Sanitary District Utilities 

DOMESTIC WATER 
IMPROVEMENT 
DISTRICTS 

54% 
FOR-PROFITS 
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Distribution of Water Rate Structures 
by Service Population (n=384) 

93 

Utilities Serving 
WATER AND 

WASTEWATER 

46



     WHAT DO RATE STRUCTURES LOOK LIKE? 

WAYS TO CHARGE FOR VOLUME 
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UNIFORM  

INCREASING BLOCK  

DECREASING BLOCK  

WHAT IS THE MOST COMMON VOLUMETRIC RATE STRUCTURE ? 

In Arizona, the majority of residential water (73%) rate structures use an increasing 
block structure to charge for volume. The majority of residential wastewater (67%) 
rate structures use a flat fee and thus do not charge for volume.

Most rate structures are a combination of 

a fixed base charge plus a volumetric 

charge. Three common ways to charge 

for volume are uniform, increasing 

block, and decreasing block rates. 

With a uniform rate structure, the rate 

does not change as the customer 

consumes more.  

In an increasing block rate structure, the 

rate increases as the customer uses more. 

This structure is often employed by 

utilities that want to encourage 

conservation by making higher volumes 

of consumption more expensive.  

The rate per unit decreases with greater 

consumption in a decreasing block 

structure. This type of rate structure may 

be used to encourage economic 

development, but likely will not 

encourage conservation. 



$44.92  $538.98 
   MONTH         YEAR 

$39.21        $470.52 
     MONTH        YEAR 

WASTEWATER 

$42.87   $514.43 
   MONTH             YEAR    

$49.47       $593.61 
   MONTH       YEAR 

WATER 

     WHAT ARE UTILITIES CHARGING? 

Spread of Middle 80% of Water Bills  

MEDIAN  (7,500 GALS)        AVERAGE (7,500 GALS)  

As volume increases, the  average water bill tends to rise at a greater rate than the 

average wastewater bill. This difference occurs because the majority of residential 

wastewater rate structures in Arizona are flat fees and thus the bill does not increase as 

volume increases. 

While reporting the median and average bills is helpful for understanding the “big 

picture” for bills, it does not show the total distribution of bills. The graphs above show 

the range of the middle 80% of bills (from the 10th to the 90th percentile) for 0 to 15,000 

gallons. 
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Spread of Middle 80% of Wastewater Bills  

RANGE OF BILLS  



The UNC EFC recommends that utilities review their rates at least every two years to 

keep in pace with inflation. An annual or biennial review gives utilities the opportunity 

to evaluate if their current rates are sufficient to cover the necessary operating expenses 

and depreciation, not to mention savings goals for capital planning, emergencies, or 

other funds.  

As many utilities in Arizona are regulated, raising rates is often a time-consuming and 

costly process, but should be prioritized if the review suggests revenues are not cover-

ing costs or may fail to cover costs in the near term. 

The calendar year when sampled rate structures were first put into effect is shown be-

low. 

• The MAJORITY of utilities have  
not updated rates since AT LEAST 2015. 
 

• About 1 IN 5 utilities have updated their 
rates in the last two years. 

      WHEN WERE RATES LAST CHANGED? 
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*The effective date  is known for 458 rate structures in the survey and includes the effective date for both wa-
ter and sewer rate services for some utilities if the effective date is different. 



Utilities sometimes fall into the trap of 

pricing services based on what their 

customers have always paid, rather than 

focusing on the bottom line of their 

balance sheets. For this survey, financial 

data were available for 282 utilities out 

of the total 409 utilities (69%). Let’s 

start with some essential definitions: 

WHAT IS OPERATING RATIO? 

Operating ratio, also known as cost 

recovery ratio, is a financial benchmark 

that determines if an entity is operating 

at a loss, gain, or  breaking even. The 

ratio is simply the division of operating 

revenues by operating expenses, which 

can include or exclude depreciation. A 

utility’s operating ratio must be at least 

1.0 to break even.  

WHY INCLUDE DEPRECIATION? 

Whenever possible, depreciation should 

be included in operating expenses to 

account for the inevitable cost of 

replacing equipment and infrastructure 

at the end of its expected useful life. 

Depreciation allows costs to be 

figuratively  parceled out over time, 

avoiding a sudden, enormous expense  7 

when the time comes to replace assets. 

Consider the differences in the graphs 

below with and without depreciation 

factored into  operating expenses. 

Operating expenses < Operating revenues  

Operating expenses > Operating revenues 

Proportion of Utilities with Operating Ratio >= 1,  

Proportion of Utilities with Operating Ratio >= 1,  

Excluding Depreciation (n =  273 utilities) 

 DO PRICES REFLECT THE TRUE COST OF SERVICE? 



Without including depreciation, 217 out 

of 273 utilities (79%) for which 

depreciation data was available 

generated enough revenue to recover 

operating costs (operating ratio of 1.0 

or greater). Of the utilities that were not 

able to recover expenses, 47 out of 56 

serve fewer than 10,000 people.  

With depreciation included, just 166 of 

the 280 (59%) utilities generated 

enough revenue to cover operating 

expenses. All utilities face the issue of 

generating sufficient revenue to pay for 

the high fixed costs of providing safe 

and reliable services. However, smaller 

utilities must spread out those high 

fixed costs over a smaller customer 

base. 93 out of 116 of the utilities with 

an operating ratio of less than 1.0 serve 

WHAT IS CONSIDERED 
HEALTHY? 

The Cost Recovery dial on the Rates 

Dashboard uses red, yellow, and green 

colored bands to give the viewer a 

simplified idea of the health of the 

utility’s operating ratio at a glance. 

 

 

While it is clear that being “in the red” 

is not a good position, there is no 

universal standard for what constitutes 

a healthy operating ratio beyond 1.0. 

Generally, as the Cost Recovery dial 

shows in the green band above, an 

operating ratio including depreciation 

of at least 1.2 allows utilities to account 

for day-to-day operations and 

maintenance expenses, as well as for 

future capital costs.  

Just 27% of utilities have an operating 

ratio including depreciation of 1.2 or 

greater.  

ADDITIONAL FINANCIAL DATA  

The 2021 Rates Dashboard features 

additional financial metrics including 

days cash on hand and debt service 

coverage ratio.  

 DO PRICES REFLECT THE TRUE COST OF SERVICE? 
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 WHAT ABOUT RECLAIMED AND STORMWATER? 
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RECLAIMED WATER BILLS 

In Arizona, utilities will sometimes have specific rates for customers using reclaimed 

water, commonly known for being distributed in the “purple pipe.” Reclaimed water is 

treated wastewater. Instead of discharging this treated effluent, the reclaimed water is 

sold and used for agricultural, landscaping, and commercial purposes. In January 2018, 

Arizona Legislature began moving towards potable use of reclaimed water by updating 

the recycled water rule.  

The 2021 survey included 40 reclaimed rate 
structures. Very few utilities had specific 
outside reclaimed rates. The graph to the 

right shows the median monthly reclaimed 
bill at 10,000 gallons relative to the 

respective  irrigation bill. The water bill was 
used for those utilities without a unique 

irrigation rate. 

At 10,000 gallons, the median monthly 
reclaimed bill is much cheaper than the 

median irrigation bill in Arizona.

As part of the 2021 rates survey, data was 

collected on stormwater permits and funding 

sources in Arizona. The Arizona Department 

of Environmental Quality has identified 8 

Phase I, or medium to large, municipal 

separate storm sewer systems (MS4) permit 

holders and 48 Phase II, or small, MS4 

permit holders. The survey also investigated 

the funding sources for 44 permit holders. 

The table to the right displays that 

distribution. 

STORMWATER 

https://azdeq.gov/recycled-water-rulemaking
https://azdeq.gov/recycled-water-rulemaking


Evan Kirk  

emkirk@sog.unc.edu  

(919) 962-2789

 2021 Water and Wastewater Rates Dashboard 

All of the following free resources are available at:  go.unc.edu/az  

 Tables of rate structures 

and monthly bill amounts 

for: 

 Residential water 
and wastewater 

 Commercial water 
and wastewater 

 Irrigation 

 Reclaimed water 

 Tableau software tool 

with standardized rate 

sheets for all utilities in 

the survey 
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FURTHER RESOURCES 

   QUESTIONS? FEEDBACK? 

Lindsey Jones 

LJones@azwifa.gov 

(602) 364-1324

https://efc.sog.unc.edu/resource/north-carolina-water-and-wastewater-rates-dashboard
go.unc.edu/nc


The Environmental Finance Center would like to thank the Water Infrastructure 

Finance Authority of Arizona and all of the water and wastewater systems that 

participated in this year’s survey.  
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