
Denise Schmidt, Administrator
Division of Water Utility Regulation and Analysis

Public Service Commission of Wisconsin

BEST PRACTICES FOR SMALL SYSTEMS

League of Wisconsin Municipalities
December 6, 2021



Economic Regulatory Commission Jurisdiction
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Table 1. “Do you Regulate Rates for Municipal Water Utilities?”

Source: “Investigation Into the Methods Used by Wisconsin’s Water Utilities in Allocating P:ublic Fire Protection (PFP) Costs,” Draft Staff Report, Docket 5-WI-104



WI Water Utilities: Size
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81

148348 >4,000

1,000 - 4,000

<1,000

Number of Customers



WI Water Utilities: Ownership

Number of Systems
• Municipal (City or Village): 514
• Sanitary District (Town):  60
• Privately Owned:     2
• Investor Owned:     1
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WI Utilities: Governing Authority

Number of systems reporting directly to:
• City/village council 301
• Utility board/commission  213
• District board/commission   52
• Town board     8
• Other board     3
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Practice #1 
Decision makers: Learn more about your water system.  
Utility managers: Invite the decision makers in!
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Practice #2: Tap into water association 
resources.
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https://www.wrwa.org/

https://www.glcap.org/programs/community-rural-development/rural-community-assistance-
program-rcap/rcap-services-in-wisconsin/



Tap into water association resources.
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https://www.wiawwa.org/



Practice #3: Familiarize yourself with State 
agency resources.
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• DNR Water System Portal:
     https://dnr.wi.gov/dwsviewer
• DNR Sanitary Survey Reports
• Consumer Confidence Reports



13https://dnr.wisconsin.gov/topic/DrinkingWater/CapacityDevelopment.html

https://dnr.wisconsin.gov/topic/DrinkingWater/CapacityDevelopment.html


14https://psc.wi.gov/Pages/Home.aspx



15https://psc.wi.gov/Pages/ForUtilities/Water/WaterUtilityTraining.aspx
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Practice #4: Assess your utility’s financial 
capacity.  



“Provide information annually about the utility’s 
financial condition and the revenues necessary to 
provide service and maintain utility assets on a 
sustained basis.”   - AWWA

19https://apps.psc.wi.gov/ARS/annualReports/content/listingWEGS.aspx



“Adopt a uniform system 
of accounts.” - AWWA

https://psc.wi.gov/Documents/water/USOAWater.pdf



“Do not divert revenues for unrelated purposes.”                                         
- AWWA
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“Collect sufficient 
revenues to finance all 
operating/maintenance 
expenses and capital 
costs.”  - AWWA



Source: AWWA, “Avoiding Rate Shock: Making the Case for Water Rates” 

Rate Case Frequency

• Options
- Multi-year rates 
- Rate phase-ins
- Abbreviated process to 

allow for smaller, 
inflationary adjustments



Source: AWWA, “Avoiding Rate Shock: Making the Case for Water Rates” 

Rate Case Frequency

• Options
- Multi-year rates 
- Rate phase-ins
- Abbreviated process to 

allow for smaller, 
inflationary adjustments

Practice #5: Do not wait too long between rate 
cases.



“Rates should be based on cost and 
avoid subsidizing customers. ”   - AWWA

What’s included in rates?
• O&M expenses
• Depreciation as a way to recover 

capital investment
• Return on average net investment 

rate base
• Taxes, including PILOT to 

municipality

Revenue 
Requirement

Cost 
Allocation

Rate 
Design



Water Rates – Policy Considerations
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Practice #6: Be involved in the rate-setting process.



Practice #7: Learn about water utility challenges. 
Which ones apply to your system?

28



The infrastructure replacement 
era is upon us.

• There is a water main break every two 
minutes and an estimated 6 billion 
gallons of treated water lost each day 
in the U.S. 

• The federal government’s share of 
capital spending in the water sector 
fell from 63% in 1977 to 9% of total 
capital spending in 2017. 

• The Bipartisan Infrastructure Bill 
represents a once-in-a-generation 
opportunity to make wise investments.

https://infrastructurereportcard.org/state-item/wisconsin/



Lead service lines 
need to be replaced.

30https://psc.wi.gov/Pages/ForUtilities/Water/Lead-Service-Line.aspx

https://www.epa.gov/sites/default/files/2020-
12/documents/ej_lslr_funding_sources-final.pdf

https://dnr.wisconsin.gov/aid/documents/EIF/leadServiceLineFunding.html



Water suppliers are the only public utilities 
that provide a service that is ingested by 
their customers.

• Customer expectations: 
- Water should be cheap, if not free
- Drinking water must be safe 24/7
- Expectations regarding “safe” can 

vary from customer to customer

• Changes to existing regulations (Ex: 
revisions to Federal Lead and 
Copper Rule)

• Health advisories on contaminants 
not currently regulated under Safe 
Drinking Water Act (Ex: PFAS)



32



Water Workforce Issues
• Between 2016 and 2026, an 

estimated 10.6% of water sector 
workers will retire or transfer 
each year.

• Some utilities expecting as much 
as half of their staff to retire in 
the next five to 10 years.

• Some utilities have had operators 
and distribution system staff 
leave to take jobs with 
contractors.

https://www.awwa.org/Resources-
Tools/Resource-Topics/Workforce/Veterans

https://www.awwa.org/Membership-
Volunteering/Diversity-
Center#11285601-resources--tools



“Non-cost of service rate-setting 
practices that achieve affordability 
objectives may be appropriate in 
some situations.”  - AWWA
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Practice #8: Think outside the box.
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Strategies: Adopt an asset management 
plan.  Take a new look at capital planning.
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“The reality is that many water 
suppliers consistently overestimate 
actual water demand.”



“Researchers have found there is often 
a strong case for building relatively 
modest, incremental additions to water 
infrastructure in advanced countries, 
rather than expensive larger-scale 
projects that may be needed only 
rarely.”

http://news.mit.edu/2017/drought-remedy-keep-infrastructure-fast-cheap-under-control-0814



• Controlling costs and improving efficiency can mitigate the 
impact of revenue shortfalls

- Reduce water loss, non-revenue water.

- Improve energy efficiency: water treatment,  conveyance, facility 
management.

- Revisit procurement and project management policies and practices.

- Partner with other utilities to achieve scale economies.

• System optimization – flushing, meter reading, billing, etc.

• But be mindful of service quality, reliability, & public health.

Look for operational efficiency 
improvements.
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https://www.awwa.org/Resources-Tools/Resource-Topics/Water-Loss-Control

https://www.focusonenergy.com/business/water-and-wastewater-facilities



Conservation & Efficiency: 
Avoided/downsized infrastructure 
reduces rates in the long-term

• Utilities reduced costs by:
- Avoiding purchase of additional water 

supply
- Deferring large-scale infrastructure projects
- Reducing size of new facilities

• Reports available at:
www.financingsustainablewater.org



Utility size matters.
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Partnerships/Regionalization/Consolidation

https://efc.web.unc.edu/2020/03/18/regionalization-five-key-takeaways-
with-resources/

https://www.rcap.org/wphttps://www.rcap.org/special-initiatives/regionalization/-
content/uploads/2020/03/RCAP-Regionalization-Research-Report_March-2020_Pages.pdf



Source: Regionalization: RCAP’s Recommendations for Water and Wastewater Policy, May 2021



https://epa.maps.arcgis.com/apps/Cascade/index.html?appid=cfccb8b4975d4d72869bd0770510c1b0https://www.epa.gov/dwcapacity/about-water-system-partnerships



Questions?  
          Denise.Schmidt@Wisconsin.gov

Rate and Construction Cases   Andy.Galvin@Wisconsin.gov

LSL Financial Assistance Programs  Richard.Pire1@Wisconsin.gov 

Water Rate Affordability   Richard.Pire1@Wisconsin.gov

Consumer Related Inquiries PSCConsumerAffairsMail@Wisconsin.gov

mailto:PSCConsumerAffairsMail@Wisconsin.gov
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