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March 21, 2019 

 

Connie Fazio 

Sr. Finance Manager 

Key Largo Wastewater Treatment District 

103355 Overseas Hwy  

Key Largo, FL 33037   

 

 

Subject:   Proposal for a Wastewater Rate Study  

 

Dear Connie: 

 

As requested, Raftelis Financial Consultants, Inc. (Raftelis) proposes to assist the Key Largo 

Wastewater Treatment District (District) with a five-year wastewater revenue sufficiency analysis 

and rate study.  We are featuring our subconsultant, Public Resources Management Group, Inc. 

(“PRMG” and together with Raftelis, the “Consulting Team”) to assist in this rate study as 

described herein.  The following summarizes our understanding of the project, scope of services, 

schedule, and fee.   

 

Project Understanding 

 

The District has maintained a consistent rate structure since 2005 with only minor administrative 

adjustments since adoption.  Since the rate adoption, the District has successfully implemented 

central wastewater service throughout its mandated service area.  The District requests a financial 

forecast and rate study be conducted to provide recommendations on adjustments to its wastewater 

rate structure.  The District expects that wastewater rates may decrease due to the recent payoff of 

several loans.   

 

As the proposed project director for this engagement, I have personally managed several projects 

for the District between 2004 and 2011, including the rate study that established the existing 

wastewater rates in 2005.  PRMG completed the most recent rate study for the District in 2014.  

For the 2019 Rate Study, I will oversee a project team that features the PRMG personnel that led 

the 2014 study.  Combined, our Consulting Team, which includes Rob Ori and Thierry Boveri, 

will provide the highest level of service and value to the District.   

 

Scope of Services 

 

The following outlines the scope of services for the Consulting Team to provide an update and 

enhancements to the five-year interactive financial forecast model and provide a letter report 

documenting the financial model and rate recommendations.   
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Task 1 – Project Management, Data Acquisition, and Review 

The Consulting Team will work with the District to obtain information, customer billing and 

statistical data, engineering and capital assessment records and reports, and other information 

relative to existing wastewater operations and the continued connection of new wastewater 

services.  the Consulting Team will attend one (1) on-site kick-off meeting with District staff to 

review compiled information, identify and discuss issues associated with the financial and rate 

evaluation, and to assist the Consulting Team with the initiation of the Project.  The meeting will 

occur subsequent to the issuance of a data request for information to be compiled by the District 

which will be necessary to complete the analysis. 

 

This task also includes project management activities with regard to project scheduling, invoicing, 

and coordination.  
 

Task 2 – Development of Historical and Projected Customer Forecast 

Based on data availability, the Consulting Team will compile the historical wastewater customers 

(both from a rate and non-ad valorem assessment basis), equivalent residential units or connections 

(ERC), and billed wastewater flow data for not more than five (5) previous fiscal years to identify 

trends in customers served / growth and billed usage relationships.  This historical trend analysis 

will also include billed wholesale wastewater flows received from the Village of Islamorada. 

Based on information provided by the District and the analysis of the trends in customers and 

usage performed during this task, the Consulting Team will update previous analyses and develop 

a forecast of customer account growth, billed wastewater flow (in terms of revenue gallons billed 

based on water statistics as provided by the Florida Keys Aqueduct Authority [FKAA]), and the 

wastewater treatment requirements for the Fiscal Year 2019 (the current budget year and referred 

to as the "Test Year") and the subsequent five (5) Fiscal Years ending 2024 (the “Forecast Period”).  

The forecast will be developed to assist in the calculation of utility rate revenues for the evaluation 

of the System financial needs.  The forecast will be based on the historical trends and usage 

requirements and the billing rate attributes associated with the rates that are currently in effect.   

 

The Consulting Team will test the detailed customer data for reasonableness and will also perform 

a rate reconciliation of recent historical customer statistics and the application of the rates to such 

statistics and to identify any issues relative to the revenue modeling process. 

 

Task 3 – Projection of Wastewater Assessment Revenue 

Based on the District’s adopted wastewater assessment methodology and most recent EDU 

calculations, the Consulting Team will prepare a projection of annual assessment revenue by 

assessment phase (i.e. wastewater basin), including projected assumptions associated with early 

prepayments.  This projection will reflect, for each basin, the assessment revenue for the entire 

duration of the wastewater assessment program to provide a comparison of long-term assessment 

revenue to debt service commitments.  The Consulting Team will coordinate with the District staff 

and consultants to review the current assessment rolls and projected future assessment revenue and 

reconcile most recent historical revenue collections to the EDU statistics to validate this revenue 

source and to compare such accounts to the wastewater accounts connected to and receiving 

service (which links to the FKAA billing statistics). 
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Task 4 – Projection of Wastewater Rate Revenue 

Based on the detailed customer billing information and corresponding forecast of customer growth 

and billed wastewater flow, the Consulting Team will develop a rate revenue projection for the 

Forecast Period.  This forecast will allow a match between the growth assumed for the financial 

forecast and the revenue derived from existing rates.  This task will also include projections of 

wholesale wastewater service to the Village of Islamorada. The revenue forecast will also include 

projections of the operating revenues, interest income (which will be based on a "funds flow" 

analysis), and connection (impact) fees for future capital needs. 

 

Task 5 – Development of Operating Expense Projections 

This task involves estimating operating expenses required to be funded from wastewater rate 

revenues for the Forecast Period.  This task will be performed in sufficient detail in order to: i) 

recognize the primary expenses incurred for the wastewater system; ii) assist in the projection 

of expenditures for the Forecast Period; and iii) recognize changes in operating costs due to 

changes in regulatory requirements, utility operations and the continued implementation of the 

capital improvement program. Finally, other operating expenses such as contingency reserves, 

insurance needs, other post-employment benefits, and other expenses will be evaluated to ensure 

that rates are designed for the full recovery of costs.   
 

Task 6 – Capital Funding Analysis 

This task involves a detailed review of the District’s five (5) year or applicable capital 

improvement program and other engineering planning documents, the performance of a capital 

funding analysis, and the estimated impact on utility rate revenues associated with the capital 

funding program.   

 
This task will also include the development of a flow of funds analysis to evaluate cash flow 

balances in each specific fund and to estimate interest income earned on unrestricted and 

restricted fund balances as defined in the System Bond Resolution System (assist in 

determination of rate covenant compliance) or as established by District policy.  The Consulting 

Team will provide recommendations regarding utility reserve policies and recognize minimal 

reserve levels in the cash flow analysis as part of the management dashboard update.  The 

Consulting Team will also coordinate with District staff and District financial advisor, as 

necessary, to optimize the amount of long-term debt in relation to utility reserves. 

 

Task 7 – Projection of Debt Service by Issue 

Based on existing District loan commitments and projected loan commitments as derived in the 

capital funding analysis, the Consulting Team will develop a projection of debt service by each 

wastewater debt issue.  This analysis will include the effects of the recent repayment of certain 

SRF loans.  This projection will be used as part of the overall financial forecast and will be used 

to compare to the long-term wastewater assessment revenue as discussed above.    
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Task 8 – Compliance Analysis and Management Dashboard 

This task will be conducted to satisfy the rate covenant requirements and the flow of fund 

requirements as defined in the governing bond resolution that authorized the issuance of the 

outstanding utility system revenue bonds as well as any loan agreements associated with the 

issuance of any subordinate lien debt.  The compliance analyses will be performed for the 

Forecast Period to maintain the financial integrity of the utility system.  Additionally, to the 

extent any senior or subordinate bonds are assumed to be issued by the District during the 

Forecast Period, the Consulting Team will evaluate the "additional bonds test" requirements 

from Net Revenues for Bond Resolution compliance purposes as a component of the financial 

forecast.  the Consulting Team will also update the "management dashboard," which will 

highlight the financial position and certain financial ratios to present the estimated financial 

creditworthiness and to evaluate or identify any financial risks to the District. 

 

Task 9 – Rate Comparisons with Other Utilities 

The Consulting Team will prepare comparisons of the existing and proposed Test Year water 

and wastewater rates with rates charged by other neighboring or similar utilities.  This will 

provide an indication to the District of the rate levels charged by others in relation to the existing 

and proposed rates of the District. 

 

Task 10 – Development of Net Revenue Requirements and Rate Impact Analyses 

Predicated on the aforementioned tasks, the Consulting Team will prepare a summary of the total 

net revenue and funding requirements and the corresponding rate impact requirements for each 

fiscal year of the Forecast Period.  Based on the Test Year financial evaluation, the Consulting 

Team will develop recommended rate adjustments (rate revenue percentage increase) expressed 

on a percentage basis above the revenues produced from the existing rates for the System for 

consideration by the District.   

 

Task 11 – Staff Presentation of Net Revenue Requirements Analysis 

The Consulting Team will prepare a summary documenting all of our analyses, assumptions, 

and considerations for the review of District staff.  During the preparation of the analysis, the 

Consulting Team has i) identified the attendance of two (2) Web-Ex teleconference meetings to 

review Project progress and to discuss preliminary findings or issues and to formally present the 

results to staff and to initiate the Board of Commissioners (the "Board") / public presentation 

requirements.  Any adjustments to the analysis as a result of the on-site meeting will be made 

prior to the release of the study to the District for presentation to the Board.  

 

Task 12 – Preparation of Report and Presentation of Findings 

The Consulting Team will prepare a wastewater revenue sufficiency study report documenting the 

assumptions, analyses, and recommendations or conclusions for consideration by the District 

Board. The report will include recommendations concerning rate increases and recommendations 

relative to automatic price index. This report will include a detailed description of the financial 

projections including the significant assumptions utilized in the development of such projections 

and rate analysis.  A draft of the wastewater revenue sufficiency study report will be completed 
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for review by the District staff prior to the completion of the final report. This task assumes 

attendance of one (1) on-site meeting to present findings to the District Board. 

 
Meetings: It is anticipated that during the course of this engagement the Consulting Team will 

need to attend two (2) on-site meetings, including one (1) on-site meeting with staff and one (1) 

on-site meeting to present findings and recommendations to the District Board. Additionally, it is 

anticipated that the Consulting Team will need to participate in up to two (2) Web-ex 

teleconference meetings with District staff to coordinate the data needs, project schedule, final 

results, and other issues.  A summary of meetings included in this engagement is shown below: 

 

 

Description 

Number 

of 

Meetings 

On-site Meetings Recognized:  

Kick-off / Data Review / Issues Discussion  1 

Presentation to District Board   1 

  

Total On-site Meetings 2 

  

Web-Ex Teleconference Meetings (progress and model 

review) 

  2 

  

Total On-site and Teleconference Meetings    4 

 
Attendance of on-site meetings will be by not more than two (2) employees of the Consulting 

Team; the attendance of any additional meetings above that contemplated in this scope of 

services will be considered as an additional service.  The attendance of teleconference meetings 

will be recognized as an attendance of a meeting relative to this task item. 

 

List of Deliverables 

 

The deliverables to be provided associated with the Project include the following items: 

 

• Information Request 

• Wastewater System Revenue Sufficiency Financial Model and Management Dashboard 

• Rate Comparison Between Existing and Recommended Residential Rates for Wastewater 

Service and with Other Jurisdictions 

• Wastewater System Revenue Sufficiency Analysis Report 

• Briefing Document for Presentation to the District Board 

 
Additional Services 

 

During the course of the engagement, the District may request additional services from the 

Consulting Team.  The Consulting Team will perform such services only as mutually agreed 
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between the District and the Consulting Team in writing.  Examples of utility rate consulting 

services, which would be considered as an additional service, include, but are not limited to, the 

following activities: 

 

1. Attendance of meetings/conference calls in addition to what is contemplated in the scope of 

services referenced above, including additional meetings with the District Board beyond the 

one (1) Board meeting included in the scope of services. 

 

2. Detailed modifications or development of wastewater rate resolutions and policies. 

 

3. Preparation of a public information program and attendance at any meetings with affected 

customers, interested third parties, or other public agencies relative to the wastewater utility 

system. 

 

4. The preparation of additional capital and financial scenarios beyond what is generally 

contemplated in this scope of services; including the preparation of additional financial 

scenarios after substantial completion of the draft study and its delivery to the District for 

consideration.   

 

5. Delays in the project schedule which may have impacts on analyses performed which would 

affect the budget for the scope of services reflected herein. 

 

Project Schedule 

 

Completion of Tasks 1 through 11 will be completed within 120 days from the project 

commencement.  Presentation to the Board and completion of Task 12 will be coordinated based 

on the District schedule.  

 

Project Fees and Expenses 

 

The proposed not-to-exceed fees and expenses for the engagement is $30,400 based on the 

following cost estimate for the scope of services described above.   
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We propose to bill the District monthly on a percentage of completion basis.  The project budget 

includes two (2) web meetings and two (2) onsite meetings (1 with District staff and 1 Board 

presentation). Any additional services requested by the District will be based on actual cost in 

accordance to the hourly billing rates set forth in Attachment A.   

 

Should you have any questions regarding this proposal, please contact me at (407) 960-1811 or at 

ahairston@raftelis.com.  We look forward to the opportunity to work with the Key Largo 

Wastewater Treatment District.    

 

 

Sincerely, 

RAFTELIS FINANCIAL CONSULTANTS, INC. Accepted by: 

Key Largo Wastewater Treatment District  

 Signature, Title 

Tony Hairston     

Vice President  

 Date 

 

 

 

 

 

 

 

 

 

 

 

Meetings Total Total

Task Scope of Service Web Onsite Hours Fee [1]

1 Project Management, Kick-off, Data Review 1.0 26.0 $5,700

2 Historical and Projected Customer Forecast 27.0 $4,000

3 Projection of Wastewater Assessment Revenue 6.0 $900

4 Projection of Wastewater Rate  Revenue 6.0 $900

5 Development of Operating Expense Projections 17.0 $2,500

6 Capital Funding Analysis 10.0 $1,600

7 Projection of Debt Service by Issue 6.0 $900

8 Compliance Analysis and Management Dashboard 13.0 $1,900

9 Rate Comparison with Other Utilities 5.0 $700

10 Net Revenue Requirements and Rate Impact Analyses 1.0 12.0 $2,100

11 Staff Presentation of Net Revenue Requirements 1.0 8.0 $1,400

12 Preparation of Report and Presentation of Findings 1.0 40.0 $7,800

2.0 2.0 176.0 $30,400Total
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Attachment A 

2019 Hourly Billing Rates 
 

 

 

 

 

Position Hourly Billing Rate * 

  

Chief Executive Officer/President 

Executive Vice President 

Vice President/Principal Consultant 

Senior Manager 

Manager 

Director of Data Services 

PRMG Principal 

PRMG Associate 

Senior Consultant 

Creative Director 

Consultant 

Associate 

PRMG Senior Analyst 

Graphic Designer 

Analyst 

Administration 

 

 

$375 

$325 

$295 

$265 

$240 

$240 

$225 

$200 

$210 

$175 

$185 

$155 

$125 

$125 

$110 

$80 

 

 
 

 

 

 

 

* For services related to the preparation for and participation in deposition and trial/hearing, the 

standard billing rates listed above will be increased by an amount up to 50%. 
 

 

 




