
 
 
 

MEMORANDUM 
 

To:  Administrative Control Board 
 
From:  Steve Anderson, CFO 
 
Date:  October 16, 2025 
 
Subject: Potential Water Rates for 2026  
 
Three Potential Water Rate Scenarios 
 
Included in the Administrative Control Board (ACB) packet is a PDF with three potential water rate 
scenarios.  Each scenario contains information on Residential, Commercial and Standby rates.  For each 
of these categories the following are shown: 
 

• 2024 rates 
• The rate increase implemented to start 2025 
• 2025 rates 
• The potential 2026 rate and the associated percentage increase 

 
Additionally, each scenario shows the units which are used to project base revenue, the gallons used to 
project usage revenue, and the projected revenue from each tier.  The goal of each scenario is to generate 
$12.93 million from these categories to meet the budgetary needs of the District in 2026. 
 
Below is a description of how each of these three scenarios differ. 
 
 
Scenario 1 “Flat” 
 
Scenario 1 is what was presented during last month’s board and is described as the “Flat” scenario.  In 
this scenario base rates receive a 3.42% rate increase and usage tiers receive a 5.00% increase except for 
the first residential tier that receives a 4.89% rate increase. 
 
This is the scenario that has the least risk, in that, more of the increase is in the base rate, thus decreasing 
the impact of potential usage drops on overall revenue. 
 
 
 
 



 
 
Scenario 2 “Tiered” 
 
Scenario 2 limits the base increase to 1.50% and pushes more of the revenue generation into the higher 
usage tiers.  The largest increase is 17.50% in the highest tier, which is for water billed in the over 
100,000 gallons per month category. 
 
This is the scenario that has the most risk, in that, more of the increase is in the usage tiers and 
particularly the highest usage tiers.  A downward shift in usage would have the largest impact on 
revenue under this scenario. 
 
 
Scenario 3 “Hybrid” 
 
Scenario 3 provides a middle ground between the previous two scenarios. The base rate increase is set at 
3.00% (lower than Scenario 1, but higher than Scenario 2).  Rate increases do increase in the higher 
usage tiers, unlike Scenario 1 where they are flat.  However, the variance is smaller with the highest 
usage tier receiving a 7.50% increase compared to a 17.50% increase in Scenario 2. 
 
This scenario comes in between the other two as far as risk. The base rate increase is higher than 
Scenario 2 which makes it less risky than that scenario.  However, there is still a tiered increase, which 
provides a higher risk than Scenario 1. 
 
 
During the board meeting, the spreadsheet with these three scenarios will be brought up on the screen 
for discussion.  Also, in the spreadsheet is a “blank model” with all the necessary inputs other than the 
percentage rate increases so various scenarios can be explored. 
 
Additional Water Rates for Discussion 
 
In addition to the water rate usage fees above.  There are several other water fees District staff would 
like to add to the rate sheet for 2026. 
 

• $1.00 charge per paper bill.  Many of our customers receive an electronic bill, however last 
month the District still sent out 3,467 paper bills.  The third-party vendor used for the printing, 
postage and handling to deliver these bills is roughly $2,800 per month.  There is additional 
District staff time involved for preparing and reviewing the file sent to the third-party vendor and 
for paper bills returned through the mail for insufficient address, moved, etc..  To encourage 
customers to move to an electronic bill and save the District over $33,000 per year, we are 
recommending a fee to at least cover the cost for those who want to continue receiving paper 
bills.  This fee could be effective until July 1, 2026, so the Customer Service team can launch a 
large education campaign to get customers to switch to electronic bills prior to the fee being 
enacted. 
 

• $0.0331 per 1,000 gallons of culinary water.  This is the new state mandated Division of 
Drinking Water Fee that will be effective July 1, 2026.  The District would like to show this as a 
separate line item on customer bills. 

 



• Theft of Service Fee Increase from $1,000 to $1,500.  The District’s Theft of Service Fee has 
been $1,000 for over 10 years.   As the cost of water has increased, this fee has not kept pace.  
Also, considering recent drought conditions in the state and conservation efforts, District staff 
feels this should be a very punitive rate to discourage this practice. 

 
• Disconnection of Service Fee. Previously, the District had a Disconnection of Service Fee listed 

on its rate sheet.  The fee was inadvertently removed when the 2023 Water Rates were adopted.  
Accordingly, the following rates need to be added back to the 2026 Water Rates fee sheet which 
align with the District’s Rules and Regulations. 
 

o Removal of Meter Fee - $250 per occurrence 
o Resumption of Disconnected Service Fee – 8 times Monthly Base fee per occurrence   


