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APPENDIX 1 – LAW 
 

CURRENT THROUGH ALL LEGISLATION OF THE 2024 REGULAR AND SPECIAL SESSIONS 
 

STREETS AND HIGHWAYS CODE 
DIVISION 18. PARKING  

PART 7. PROPERTY AND BUSINESS IMPROVEMENT DISTRICT LAW OF 1994 
 

CHAPTER 1. General Provisions  
 

ARTICLE 1. Declarations  
 
36600. Citation of part 
   
This part shall be known and may be cited as the “Property and Business Improvement District Law of 1994.” 
 
36601. Legislative findings and declarations; Legislative guidance 
   
The Legislature finds and declares all of the following: 

(a) Businesses located and operating within business districts in some of this state’s communities are 
economically disadvantaged, are underutilized, and are unable to attract customers due to inadequate 
facilities, services, and activities in the business districts. 
(b) It is in the public interest to promote the economic revitalization and physical maintenance of business 
districts in order to create jobs, attract new businesses, and prevent the erosion of the business districts. 
(c) It is of particular local benefit to allow business districts to fund business related improvements, 
maintenance, and activities through the levy of assessments upon the businesses or real property that 
receive benefits from those improvements. 
(d) Assessments levied for the purpose of conferring special benefit upon the real property or a specific 
benefit upon the businesses in a business district are not taxes for the general benefit of a city, even if 
property, businesses, or persons not assessed receive incidental or collateral effects that benefit them. 
(e) Property and business improvement districts formed throughout this state have conferred special 
benefits upon properties and businesses within their districts and have made those properties and businesses 
more useful by providing the following benefits: 

(1) Crime reduction. A study by the Rand Corporation has confirmed a 12-percent reduction in the 
incidence of robbery and an 8-percent reduction in the total incidence of violent crimes within the 
30 districts studied. 
(2) Job creation. 
(3) Business attraction. 
(4) Business retention. 
(5) Economic growth. 
(6) New investments. 

(f) With the dissolution of redevelopment agencies throughout the state, property and business 
improvement districts have become even more important tools with which communities can combat blight, 
promote economic opportunities, and create a clean and safe environment. 
(g) Since the enactment of this act, the people of California have adopted Proposition 218, which added 
Article XIII D to the Constitution in order to place certain requirements and restrictions on the formation 
of, and activities, expenditures, and assessments by property-based districts. Article XIII D of the 
Constitution provides that property-based districts may only levy assessments for special benefits. 
(h) The act amending this section is intended to provide the Legislature’s guidance with regard to this act, 
its interaction with the provisions of Article XIII D of the Constitution, and the determination of special 
benefits in property-based districts. 

(1) The lack of legislative guidance has resulted in uncertainty and inconsistent application of this 
act, which discourages the use of assessments to fund needed improvements, maintenance, and 
activities in property-based districts, contributing to blight and other underutilization of property. 
(2) Activities undertaken for the purpose of conferring special benefits upon property to be 
assessed inherently produce incidental or collateral effects that benefit property or persons not 
assessed. Therefore, for special benefits to exist as a separate and distinct category from general 
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benefits, the incidental or collateral effects of those special benefits are inherently part of those 
special benefits. The mere fact that special benefits produce incidental or collateral effects that 
benefit property or persons not assessed does not convert any portion of those special benefits or 
their incidental or collateral effects into general benefits. 
(3) It is of the utmost importance that property-based districts created under this act have clarity 
regarding restrictions on assessments they may levy and the proper determination of special 
benefits. Legislative clarity with regard to this act will provide districts with clear instructions and 
courts with legislative intent regarding restrictions on property-based assessments, and the manner 
in which special benefits should be determined. 

 
36602. Purpose of part 
   
The purpose of this part is to supplement previously enacted provisions of law that authorize cities to levy 
assessments within property and business improvement districts, to ensure that those assessments conform to all 
constitutional requirements and are determined and assessed in accordance with the guidance set forth in this act. 
This part does not affect or limit any other provisions of law authorizing or providing for the furnishing of 
improvements or activities or the raising of revenue for these purposes. 
 
36603. Preemption of authority or charter city to adopt ordinances levying assessments 
   
Nothing in this part is intended to preempt the authority of a charter city to adopt ordinances providing for a 
different method of levying assessments for similar or additional purposes from those set forth in this part. A 
property and business improvement district created pursuant to this part is expressly exempt from the provisions of 
the Special Assessment Investigation, Limitation and Majority Protest Act of 1931 (Division 4 (commencing with 
Section 2800)). 
 
36603.5. Part prevails over conflicting provisions 
   
Any provision of this part that conflicts with any other provision of law shall prevail over the other provision of law, 
as to districts created under this part. 
 
36604. Severability 
   
This part is intended to be construed liberally and, if any provision is held invalid, the remaining provisions shall 
remain in full force and effect. Assessments levied under this part are not special taxes. 
 

ARTICLE 2. Definitions 
 
36606. “Activities” 
   
“Activities” means, but is not limited to, all of the following that benefit businesses or real property in the district: 

(a) Promotion of public events. 
(b) Furnishing of music in any public place. 
(c) Promotion of tourism within the district. 
(d) Marketing and economic development, including retail retention and recruitment. 
(e) Providing security, sanitation, graffiti removal, street and sidewalk cleaning, and other municipal 
services supplemental to those normally provided by the municipality. 
(f) Other services provided for the purpose of conferring special benefit upon assessed real property or 
specific benefits upon assessed businesses located in the district. 

 
36606.5. “Assessment” 
   
“Assessment” means a levy for the purpose of acquiring, constructing, installing, or maintaining improvements and 
providing activities that will provide certain benefits to properties or businesses located within a property and 
business improvement district. 
 
36607. “Business” 
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“Business” means all types of businesses and includes financial institutions and professions. 
 
36608. “City” 
   
“City” means a city, county, city and county, or an agency or entity created pursuant to Article 1 (commencing with 
Section 6500) of Chapter 5 of Division 7 of Title 1 of the Government Code, the public member agencies of which 
includes only cities, counties, or a city and county, or the State of California. 
 
36609. “City council” 
   
“City council” means the city council of a city or the board of supervisors of a county, or the agency, commission, 
or board created pursuant to a joint powers agreement and which is a city within the meaning of this part. 
 
36609.4. “Clerk” 
   
“Clerk” means the clerk of the legislative body. 
 
36609.5. “General benefit” 
   
“General benefit” means, for purposes of a property-based district, any benefit that is not a “special benefit” as 
defined in Section 36615.5. 
 
36610. “Improvement” 
   
“Improvement” means the acquisition, construction, installation, or maintenance of any tangible property with an 
estimated useful life of five years or more including, but not limited to, the following: 

(a) Parking facilities. 
(b) Benches, booths, kiosks, display cases, pedestrian shelters and signs. 
(c) Trash receptacles and public restrooms. 
(d) Lighting and heating facilities. 
(e) Decorations. 
(f) Parks. 
(g) Fountains. 
(h) Planting areas. 
(i) Closing, opening, widening, or narrowing of existing streets. 
(j) Facilities or equipment, or both, to enhance security of persons and property within the district. 
(k) Ramps, sidewalks, plazas, and pedestrian malls. 
(l) Rehabilitation or removal of existing structures. 

 
36611. “Management district plan”; “Plan” 
   
“Management district plan” or “plan” means a proposal as defined in Section 36622. 
 
36612. “Owners’ association” 
   
“Owners’ association” means a private nonprofit entity that is under contract with a city to administer or implement 
improvements, maintenance, and activities specified in the management district plan. An owners’ association may 
be an existing nonprofit entity or a newly formed nonprofit entity. An owners’ association is a private entity and 
may not be considered a public entity for any purpose, nor may its board members or staff be considered to be 
public officials for any purpose. Notwithstanding this section, an owners’ association shall comply with the Ralph 
M. Brown Act (Chapter 9 (commencing with Section 54950) of Part 1 of Division 2 of Title 5 of the Government 
Code), at all times when matters within the subject matter of the district are heard, discussed, or deliberated, and 
with the California Public Records Act (Division 10 (commencing with Section 7920.000) of Title 1 of the 
Government Code), for all records relating to activities of the district. 
 
36614. “Property” 
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“Property” means real property situated within a district. 
 
36614.5. “Property and business improvement district”; “District” 
   
“Property and business improvement district,” or “district,” means a property and business improvement district 
established pursuant to this part. 
 
36614.6. “Property-based assessment” 
   
“Property-based assessment” means any assessment made pursuant to this part upon real property. 
 
36614.7. “Property-based district” 
   
“Property-based district” means any district in which a city levies a property-based assessment. 
 
36615. “Property owner”; “Business owner”; “Owner” 
   
“Property owner” means any person shown as the owner of land on the last equalized assessment roll or otherwise 
known to be the owner of land by the city council. “Business owner” means any person recognized by the city as the 
owner of the business. “Owner” means either a business owner or a property owner. The city council has no 
obligation to obtain other information as to the ownership of land or businesses, and its determination of ownership 
shall be final and conclusive for the purposes of this part. Wherever this part requires the signature of the property 
owner, the signature of the authorized agent of the property owner shall be sufficient. Wherever this part requires the 
signature of the business owner, the signature of the authorized agent of the business owner shall be sufficient. 
 
36615.5. “Special benefit” 
   

(a) “Special benefit” means, for purposes of a property-based district, a particular and distinct benefit over 
and above general benefits conferred on real property located in a district or to the public at large. Special 
benefit includes incidental or collateral effects that arise from the improvements, maintenance, or activities 
of property-based districts even if those incidental or collateral effects benefit property or persons not 
assessed. Special benefit excludes general enhancement of property value. 
 
(b) “Special benefit” also includes, for purposes of a property-based district, a particular and distinct benefit 
provided directly to each assessed parcel within the district. Merely because parcels throughout an 
assessment district share the same special benefits does not make the benefits general. 

 
36616. “Tenant” 
   
“Tenant” means an occupant pursuant to a lease of commercial space or a dwelling unit, other than an owner. 
 

ARTICLE 3. Prior Law 
 
36617. Alternate method of financing certain improvements and activities; Effect on other provisions 
   
This part provides an alternative method of financing certain improvements and activities. The provisions of this 
part shall not affect or limit any other provisions of law authorizing or providing for the furnishing of improvements 
or activities or the raising of revenue for these purposes. Every improvement area established pursuant to the 
Parking and Business Improvement Area Law of 1989 (Part 6 (commencing with Section 36500) of this division) is 
valid and effective and is unaffected by this part. 
 

CHAPTER 2. Establishment 
 
36620. Establishment of property and business improvement district 
   
A property and business improvement district may be established as provided in this chapter. 
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36620.5. Requirement of consent of city council 
   
A county may not form a district within the territorial jurisdiction of a city without the consent of the city council of 
that city. A city may not form a district within the unincorporated territory of a county without the consent of the 
board of supervisors of that county. A city may not form a district within the territorial jurisdiction of another city 
without the consent of the city council of the other city. 
 
36621. Initiation of proceedings; Petition of property or business owners in proposed district 
   

(a) Upon the submission of a written petition, signed by the property or business owners in the proposed 
district who will pay more than 50 percent of the assessments proposed to be levied, the city council may 
initiate proceedings to form a district by the adoption of a resolution expressing its intention to form a 
district. The amount of assessment attributable to property or a business owned by the same property or 
business owner that is in excess of 40 percent of the amount of all assessments proposed to be levied, shall 
not be included in determining whether the petition is signed by property or business owners who will pay 
more than 50 percent of the total amount of assessments proposed to be levied. 
(b) The petition of property or business owners required under subdivision (a) shall include a summary of 
the management district plan. That summary shall include all of the following: 

(1) A map showing the boundaries of the district. 
(2) Information specifying where the complete management district plan can be obtained. 
(3) Information specifying that the complete management district plan shall be furnished upon 
request. 

(c) The resolution of intention described in subdivision (a) shall contain all of the following: 
(1) A brief description of the proposed improvements, maintenance, and activities, the amount of 
the proposed assessment, a statement as to whether the assessment will be levied on property or 
businesses within the district, a statement as to whether bonds will be issued, and a description of 
the exterior boundaries of the proposed district, which may be made by reference to any plan or 
map that is on file with the clerk. The descriptions and statements do not need to be detailed and 
shall be sufficient if they enable an owner to generally identify the nature and extent of the 
improvements, maintenance, and activities, and the location and extent of the proposed district. 
(2) A time and place for a public hearing on the establishment of the property and business 
improvement district and the levy of assessments, which shall be consistent with the requirements 
of Section 36623. 

 
36622. Contents of management district plan 
   
The management district plan shall include, but is not limited to, all of the following: 

(a) If the assessment will be levied on property, a map of the district in sufficient detail to locate each 
parcel of property and, if businesses are to be assessed, each business within the district. If the assessment 
will be levied on businesses, a map that identifies the district boundaries in sufficient detail to allow a 
business owner to reasonably determine whether a business is located within the district boundaries. If the 
assessment will be levied on property and businesses, a map of the district in sufficient detail to locate each 
parcel of property and to allow a business owner to reasonably determine whether a business is located 
within the district boundaries. 
(b) The name of the proposed district. 
(c) A description of the boundaries of the district, including the boundaries of benefit zones, proposed for 
establishment or extension in a manner sufficient to identify the affected property and businesses included, 
which may be made by reference to any plan or map that is on file with the clerk. The boundaries of a 
proposed property assessment district shall not overlap with the boundaries of another existing property 
assessment district created pursuant to this part. This part does not prohibit the boundaries of a district 
created pursuant to this part to overlap with other assessment districts established pursuant to other 
provisions of law, including, but not limited to, the Parking and Business Improvement Area Law of 1989 
(Part 6 (commencing with Section 36500)). This part does not prohibit the boundaries of a business 
assessment district created pursuant to this part to overlap with another business assessment district created 
pursuant to this part. This part does not prohibit the boundaries of a business assessment district created 
pursuant to this part to overlap with a property assessment district created pursuant to this part. 
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(d) The improvements, maintenance, and activities proposed for each year of operation of the district and 
the estimated cost thereof. If the improvements, maintenance, and activities proposed for each year of 
operation are the same, a description of the first year’s proposed improvements, maintenance, and activities 
and a statement that the same improvements, maintenance, and activities are proposed for subsequent years 
shall satisfy the requirements of this subdivision. 
(e) The total annual amount proposed to be expended for improvements, maintenance, or activities, and 
debt service in each year of operation of the district. If the assessment is levied on businesses, this amount 
may be estimated based upon the assessment rate. If the total annual amount proposed to be expended in 
each year of operation of the district is not significantly different, the amount proposed to be expended in 
the initial year and a statement that a similar amount applies to subsequent years shall satisfy the 
requirements of this subdivision. 
(f) The proposed source or sources of financing, including the proposed method and basis of levying the 
assessment in sufficient detail to allow each property or business owner to calculate the amount of the 
assessment to be levied against their property or business. The plan also shall state whether bonds will be 
issued to finance improvements. 
(g) The time and manner of collecting the assessments. 
(h) The specific number of years in which assessments will be levied. In a new district, the maximum 
number of years shall be five. Upon renewal, a district shall have a term not to exceed 10 years. 
Notwithstanding these limitations, a district created pursuant to this part to finance capital improvements 
with bonds may levy assessments until the maximum maturity of the bonds. The management district plan 
may set forth specific increases in assessments for each year of operation of the district. 
(i) The proposed time for implementation and completion of the management district plan. 
(j) Any proposed rules and regulations to be applicable to the district. 
(k) 

(1) A list of the properties or businesses to be assessed, including the assessor’s parcel numbers 
for properties to be assessed, and a statement of the method or methods by which the expenses of a 
district will be imposed upon benefited real property or businesses, in proportion to the benefit 
received by the property or business, to defray the cost thereof. 
(2) In a property-based district, the proportionate special benefit derived by each identified parcel 
shall be determined exclusively in relationship to the entirety of the capital cost of a public 
improvement, the maintenance and operation expenses of a public improvement, or the cost of the 
activities. An assessment shall not be imposed on any parcel that exceeds the reasonable cost of 
the proportional special benefit conferred on that parcel. Only special benefits are assessable, and 
a property-based district shall separate the general benefits, if any, from the special benefits 
conferred on a parcel. Parcels within a property-based district that are owned or used by any city, 
public agency, the State of California, or the United States shall not be exempt from assessment 
unless the governmental entity can demonstrate by clear and convincing evidence that those 
publicly owned parcels in fact receive no special benefit. The value of any incidental, secondary, 
or collateral effects that arise from the improvements, maintenance, or activities of a property-
based district and that benefit property or persons not assessed shall not be deducted from the 
entirety of the cost of any special benefit or affect the proportionate special benefit derived by 
each identified parcel. 
(3) In a property-based district, properties throughout the district may share the same special 
benefits. In a district with boundaries that define which parcels are to receive improvements, 
maintenance, or activities over and above those services provided by the city, the improvements, 
maintenance, or activities themselves may constitute a special benefit. The city may impose 
assessments that are less than the proportional special benefit conferred, but shall not impose 
assessments that exceed the reasonable costs of the proportional special benefit conferred. Because 
one or more parcels pay less than the special benefit conferred does not necessarily mean that 
other parcels are assessed more than the reasonable cost of their special benefit. 

(l) In a property-based district, a detailed engineer’s report prepared by a registered professional engineer 
certified by the State of California supporting all assessments contemplated by the management district 
plan. 
(m) Any other item or matter required to be incorporated therein by the city council. 

 
36623. Procedure to levy assessment 
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(a) If a city council proposes to levy a new or increased property assessment, the notice and protest and 
hearing procedure shall comply with Section 53753 of the Government Code. 
(b) If a city council proposes to levy a new or increased business assessment, the notice and protest and 
hearing procedure shall comply with Section 54954.6 of the Government Code, except that notice shall be 
mailed to the owners of the businesses proposed to be assessed. A protest may be made orally or in writing 
by any interested person. Every written protest shall be filed with the clerk at or before the time fixed for 
the public hearing. The city council may waive any irregularity in the form or content of any written 
protest. A written protest may be withdrawn in writing at any time before the conclusion of the public 
hearing. Each written protest shall contain a description of the business in which the person subscribing the 
protest is interested sufficient to identify the business and, if a person subscribing is not shown on the 
official records of the city as the owner of the business, the protest shall contain or be accompanied by 
written evidence that the person subscribing is the owner of the business or the authorized representative. A 
written protest that does not comply with this section shall not be counted in determining a majority protest. 
If written protests are received from the owners or authorized representatives of businesses in the proposed 
district that will pay 50 percent or more of the assessments proposed to be levied and protests are not 
withdrawn so as to reduce the protests to less than 50 percent, no further proceedings to levy the proposed 
assessment against such businesses, as contained in the resolution of intention, shall be taken for a period of 
one year from the date of the finding of a majority protest by the city council. 
(c) If a city council proposes to conduct a single proceeding to levy both a new or increased property 
assessment and a new or increased business assessment, the notice and protest and hearing procedure for 
the property assessment shall comply with subdivision (a), and the notice and protest and hearing procedure 
for the business assessment shall comply with subdivision (b). If a majority protest is received from either 
the property or business owners, that respective portion of the assessment shall not be levied. The 
remaining portion of the assessment may be levied unless the improvement or other special benefit was 
proposed to be funded by assessing both property and business owners. 

 
36624. Changes to proposed assessments 
   
At the conclusion of the public hearing to establish the district, the city council may adopt, revise, change, reduce, or 
modify the proposed assessment or the type or types of improvements, maintenance, and activities to be funded with 
the revenues from the assessments. Proposed assessments may only be revised by reducing any or all of them. At the 
public hearing, the city council may only make changes in, to, or from the boundaries of the proposed property and 
business improvement district that will exclude territory that will not benefit from the proposed improvements, 
maintenance, and activities. Any modifications, revisions, reductions, or changes to the proposed assessment district 
shall be reflected in the notice and map recorded pursuant to Section 36627. 
 
36625. Resolution of formation 
   

(a) If the city council, following the public hearing, decides to establish a proposed property and business 
improvement district, the city council shall adopt a resolution of formation that shall include, but is not 
limited to, all of the following: 

(1) A brief description of the proposed improvements, maintenance, and activities, the amount of 
the proposed assessment, a statement as to whether the assessment will be levied on property, 
businesses, or both within the district, a statement on whether bonds will be issued, and a 
description of the exterior boundaries of the proposed district, which may be made by reference to 
any plan or map that is on file with the clerk. The descriptions and statements need not be detailed 
and shall be sufficient if they enable an owner to generally identify the nature and extent of the 
improvements, maintenance, and activities and the location and extent of the proposed district. 
(2) The number, date of adoption, and title of the resolution of intention. 
(3) The time and place where the public hearing was held concerning the establishment of the 
district. 
(4) A determination regarding any protests received. The city shall not establish the district or levy 
assessments if a majority protest was received. 
(5) A statement that the properties, businesses, or properties and businesses in the district 
established by the resolution shall be subject to any amendments to this part. 
(6) A statement that the improvements, maintenance, and activities to be conferred on businesses 
and properties in the district will be funded by the levy of the assessments. The revenue from the 
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levy of assessments within a district shall not be used to provide improvements, maintenance, or 
activities outside the district or for any purpose other than the purposes specified in the resolution 
of intention, as modified by the city council at the hearing concerning establishment of the district. 
Notwithstanding the foregoing, improvements and activities that must be provided outside the 
district boundaries to create a special or specific benefit to the assessed parcels or businesses may 
be provided, but shall be limited to marketing or signage pointing to the district. 
(7) A finding that the property or businesses within the area of the property and business 
improvement district will be benefited by the improvements, maintenance, and activities funded 
by the proposed assessments, and, for a property-based district, that property within the district 
will receive a special benefit. 
(8) In a property-based district, the total amount of all special benefits to be conferred on the 
properties within the property-based district. 

(b) The adoption of the resolution of formation and, if required, recordation of the notice and map pursuant 
to Section 36627 shall constitute the levy of an assessment in each of the fiscal years referred to in the 
management district plan. 

 
36627. Notice and assessment diagram 
   
Following adoption of the resolution establishing district assessments on properties pursuant to Section 36625, the 
clerk shall record a notice and an assessment diagram pursuant to Section 3114. No other provision of Division 4.5 
(commencing with Section 3100) applies to an assessment district created pursuant to this part. 
 
36628. Establishment of separate benefit zones within district; Categories of businesses 
   
The city council may establish one or more separate benefit zones within the district based upon the degree of 
benefit derived from the improvements or activities to be provided within the benefit zone and may impose a 
different assessment within each benefit zone. If the assessment is to be levied on businesses, the city council may 
also define categories of businesses based upon the degree of benefit that each will derive from the improvements or 
activities to be provided within the district and may impose a different assessment or rate of assessment on each 
category of business, or on each category of business within each zone. 
 
36628.5. Assessments on businesses or property owners 
   
The city council may levy assessments on businesses or on property owners, or a combination of the two, pursuant 
to this part. The city council shall structure the assessments in whatever manner it determines corresponds with the 
distribution of benefits from the proposed improvements, maintenance, and activities, provided that any property-
based assessment conforms with the requirements set forth in paragraph (2) of subdivision (k) of Section 36622. 
 
36629. Provisions and procedures applicable to benefit zones and business categories 
   
All provisions of this part applicable to the establishment, modification, or disestablishment of a property and 
business improvement district apply to the establishment, modification, or disestablishment of benefit zones or 
categories of business. The city council shall, to establish, modify, or disestablish a benefit zone or category of 
business, follow the procedure to establish, modify, or disestablish a property and business improvement district. 
 
36630. Expiration of district; Creation of new district 
   
If a property and business improvement district expires due to the time limit set pursuant to subdivision (h) of 
Section 36622, a new management district plan may be created and the district may be renewed pursuant to this part. 
 
 

CHAPTER 3. Assessments 
 
36631. Time and manner of collection of assessments; Delinquent payments 
   
The collection of the assessments levied pursuant to this part shall be made at the time and in the manner set forth by 
the city council in the resolution levying the assessment. Assessments levied on real property may be collected at the 
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same time and in the same manner as for the ad valorem property tax, and may provide for the same lien priority and 
penalties for delinquent payment. All delinquent payments for assessments levied pursuant to this part may be 
charged interest and penalties. 
 
36632. Assessments to be based on estimated benefit; Classification of real property and businesses; 
Exclusion of residential and agricultural property 
   

(a) The assessments levied on real property pursuant to this part shall be levied on the basis of the estimated 
benefit to the real property within the property and business improvement district. The city council may 
classify properties for purposes of determining the benefit to property of the improvements and activities 
provided pursuant to this part. 
(b) Assessments levied on businesses pursuant to this part shall be levied on the basis of the estimated 
benefit to the businesses within the property and business improvement district. The city council may 
classify businesses for purposes of determining the benefit to the businesses of the improvements and 
activities provided pursuant to this part. 
(c) Properties zoned solely for residential use, or that are zoned for agricultural use, are conclusively 
presumed not to benefit from the improvements and service funded through these assessments, and shall 
not be subject to any assessment pursuant to this part. 

 
36633. Time for contesting validity of assessment 
   
The validity of an assessment levied under this part shall not be contested in an action or proceeding unless the 
action or proceeding is commenced within 30 days after the resolution levying the assessment is adopted pursuant to 
Section 36625. An appeal from a final judgment in an action or proceeding shall be perfected within 30 days after 
the entry of judgment. 
 
36634. Service contracts authorized to establish levels of city services 
   
The city council may execute baseline service contracts that would establish levels of city services that would 
continue after a property and business improvement district has been formed. 
 
36635. Request to modify management district plan 
   
The owners’ association may, at any time, request that the city council modify the management district plan. Any 
modification of the management district plan shall be made pursuant to this chapter. 
 
36636. Modification of plan by resolution after public hearing; Adoption of resolution of intention 
   

(a) Upon the written request of the owners’ association, the city council may modify the management 
district plan after conducting one public hearing on the proposed modifications. The city council may 
modify the improvements and activities to be funded with the revenue derived from the levy of the 
assessments by adopting a resolution determining to make the modifications after holding a public hearing 
on the proposed modifications. If the modification includes the levy of a new or increased assessment, the 
city council shall comply with Section 36623. Notice of all other public hearings pursuant to this section 
shall comply with both of the following: 

(1) The resolution of intention shall be published in a newspaper of general circulation in the city 
once at least seven days before the public hearing. 
(2) A complete copy of the resolution of intention shall be mailed by first class mail, at least 10 
days before the public hearing, to each business owner or property owner affected by the proposed 
modification. 

(b) The city council shall adopt a resolution of intention which states the proposed modification prior to the 
public hearing required by this section. The public hearing shall be held not more than 90 days after the 
adoption of the resolution of intention. 

 
36637. Reflection of modification in notices recorded and maps 
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Any subsequent modification of the resolution shall be reflected in subsequent notices and maps recorded pursuant 
to Division 4.5 (commencing with Section 3100), in a manner consistent with the provisions of Section 36627. 
 
36638. Assessment as government imposed fee on Civ C § 1770 transaction [Operative July 1, 2024] 
   

(a) A business assessment pursuant to this part is a fee imposed by a government on the transaction for 
purposes of paragraph (29) of subdivision (a) of Section 1770 of the Civil Code. 
(b) This section shall become operative on July 1, 2024. 

 
CHAPTER 3.5. Financing 

 
36640. Bonds authorized; Procedure; Restriction on reduction or termination of assessments 
   

(a) The city council may, by resolution, determine and declare that bonds shall be issued to finance the 
estimated cost of some or all of the proposed improvements described in the resolution of formation 
adopted pursuant to Section 36625, if the resolution of formation adopted pursuant to that section provides 
for the issuance of bonds, under the Improvement Bond Act of 1915 (Division 10 (commencing with 
Section 8500)) or in conjunction with Marks-Roos Local Bond Pooling Act of 1985 (Article 4 
(commencing with Section 6584) of Chapter 5 of Division 7 of Title 1 of the Government Code). Either 
act, as the case may be, shall govern the proceedings relating to the issuance of bonds, although 
proceedings under the Bond Act of 1915 may be modified by the city council as necessary to accommodate 
assessments levied upon business pursuant to this part. 
(b) The resolution adopted pursuant to subdivision (a) shall generally describe the proposed improvements 
specified in the resolution of formation adopted pursuant to Section 36625, set forth the estimated cost of 
those improvements, specify the number of annual installments and the fiscal years during which they are 
to be collected. The amount of debt service to retire the bonds shall not exceed the amount of revenue 
estimated to be raised from assessments over 30 years. 
(c) Notwithstanding any other provision of this part, assessments levied to pay the principal and interest on 
any bond issued pursuant to this section shall not be reduced or terminated if doing so would interfere with 
the timely retirement of the debt. 

 
CHAPTER 4. Governance 

 
36650. Report by owners’ association; Approval or modification by city council 
   

(a) The owners’ association shall cause to be prepared a report for each fiscal year, except the first year, for 
which assessments are to be levied and collected to pay the costs of the improvements, maintenance, and 
activities described in the report. The owners’ association’s first report shall be due after the first year of 
operation of the district. The report may propose changes, including, but not limited to, the boundaries of 
the property and business improvement district or any benefit zones within the district, the basis and 
method of levying the assessments, and any changes in the classification of property, including any 
categories of business, if a classification is used. 
(b) The report shall be filed with the clerk and shall refer to the property and business improvement district 
by name, specify the fiscal year to which the report applies, and, with respect to that fiscal year, shall 
contain all of the following information: 

(1) Any proposed changes in the boundaries of the property and business improvement district or 
in any benefit zones or classification of property or businesses within the district. 
(2) The improvements, maintenance, and activities to be provided for that fiscal year. 
(3) An estimate of the cost of providing the improvements, maintenance, and activities for that 
fiscal year. 
(4) The method and basis of levying the assessment in sufficient detail to allow each real property 
or business owner, as appropriate, to estimate the amount of the assessment to be levied against 
his or her property or business for that fiscal year. 
(5) The estimated amount of any surplus or deficit revenues to be carried over from a previous 
fiscal year. 
(6) The estimated amount of any contributions to be made from sources other than assessments 
levied pursuant to this part. 
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(c) The city council may approve the report as filed by the owners’ association or may modify any 
particular contained in the report and approve it as modified. Any modification shall be made pursuant to 
Sections 36635 and 36636. 
The city council shall not approve a change in the basis and method of levying assessments that would 
impair an authorized or executed contract to be paid from the revenues derived from the levy of 
assessments, including any commitment to pay principal and interest on any bonds issued on behalf of the 
district. 

 
36651. Designation of owners’ association to provide improvements, maintenance, and activities 
   
The management district plan may, but is not required to, state that an owners’ association will provide the 
improvements, maintenance, and activities described in the management district plan. If the management district 
plan designates an owners’ association, the city shall contract with the designated nonprofit corporation to provide 
services. 
 

CHAPTER 5. Renewal 
 
36660. Renewal of district; Transfer or refund of remaining revenues; District term limit 
   

(a) Any district previously established whose term has expired, or will expire, may be renewed by 
following the procedures for establishment as provided in this chapter. 
(b) Upon renewal, any remaining revenues derived from the levy of assessments, or any revenues derived 
from the sale of assets acquired with the revenues, shall be transferred to the renewed district. If the 
renewed district includes additional parcels or businesses not included in the prior district, the remaining 
revenues shall be spent to benefit only the parcels or businesses in the prior district. If the renewed district 
does not include parcels or businesses included in the prior district, the remaining revenues attributable to 
these parcels shall be refunded to the owners of these parcels or businesses. 
(c) Upon renewal, a district shall have a term not to exceed 10 years, or, if the district is authorized to issue 
bonds, until the maximum maturity of those bonds. There is no requirement that the boundaries, 
assessments, improvements, or activities of a renewed district be the same as the original or prior district. 

 
CHAPTER 6. Disestablishment 

 
36670. Circumstances permitting disestablishment of district; Procedure 
   

(a) Any district established or extended pursuant to the provisions of this part, where there is no 
indebtedness, outstanding and unpaid, incurred to accomplish any of the purposes of the district, may be 
disestablished by resolution by the city council in either of the following circumstances: 

(1) If the city council finds there has been misappropriation of funds, malfeasance, or a violation 
of law in connection with the management of the district, it shall notice a hearing on 
disestablishment. 
(2) During the operation of the district, there shall be a 30-day period each year in which assessees 
may request disestablishment of the district. The first such period shall begin one year after the 
date of establishment of the district and shall continue for 30 days. The next such 30-day period 
shall begin two years after the date of the establishment of the district. Each successive year of 
operation of the district shall have such a 30-day period. Upon the written petition of the owners 
or authorized representatives of real property or the owners or authorized representatives of 
businesses in the district who pay 50 percent or more of the assessments levied, the city council 
shall pass a resolution of intention to disestablish the district. The city council shall notice a 
hearing on disestablishment. 

(b) The city council shall adopt a resolution of intention to disestablish the district prior to the public 
hearing required by this section. The resolution shall state the reason for the disestablishment, shall state 
the time and place of the public hearing, and shall contain a proposal to dispose of any assets acquired with 
the revenues of the assessments levied within the property and business improvement district. The notice of 
the hearing on disestablishment required by this section shall be given by mail to the property owner of 
each parcel or to the owner of each business subject to assessment in the district, as appropriate. The city 
shall conduct the public hearing not less than 30 days after mailing the notice to the property or business 
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owners. The public hearing shall be held not more than 60 days after the adoption of the resolution of 
intention. 

 
36671. Refund of remaining revenues upon disestablishment or expiration without renewal of district; 
Calculation of refund; Use of outstanding revenue collected after disestablishment of district 
   

(a) Upon the disestablishment or expiration without renewal of a district, any remaining revenues, after all 
outstanding debts are paid, derived from the levy of assessments, or derived from the sale of assets acquired 
with the revenues, or from bond reserve or construction funds, shall be refunded to the owners of the 
property or businesses then located and operating within the district in which assessments were levied by 
applying the same method and basis that was used to calculate the assessments levied in the fiscal year in 
which the district is disestablished or expires. All outstanding assessment revenue collected after 
disestablishment shall be spent on improvements and activities specified in the management district plan. 
(b) If the disestablishment occurs before an assessment is levied for the fiscal year, the method and basis 
that was used to calculate the assessments levied in the immediate prior fiscal year shall be used to 
calculate the amount of any refund. 
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APPENDIX 2 – ASSESSED BUSINESSES 
 
Jurisdiction list as of June 10, 2025 
 
Lodging Business Site Address 

Extended Stay America 795 Stillwater Rd. 

Granada Inn  4751 West Capitol Ave. 

Hampton Inn & Suites 800 Stillwater Rd. 

Holiday Inn Express 2761 Evergreen Ave. 

Home2 Suites 1020 West Capitol Ave. 

Motel 6 1254 Halyard Dr. 

Springhill Suites 3455 Reed Ave. 
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RESOLUTION NO. 25-127

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WEST 
SACRAMENTO DECLARING RESULTS OF MAJORITY PROTEST 

PROCEEDINGS AND ESTABLISHING THE WEST SACRAMENTO TOURISM 
MARKETING DISTRICT (WSTMD)

WHEREAS, the Property and Business Improvement Law of 1994, Streets and Highways 
Code § 36600 et seq., authorizes the City of West Sacramento (City) to establish business 
improvement districts upon petition by a weighted majority of the business owners located within 
the boundaries of the District (Exhibit A); and

WHEREAS, lodging business owners who will pay more than fifty percent (50%) of the 
proposed assessment, as weighted according to the amount of the assessment to be paid by the 
petitioner, within the boundaries of the WSTMD have petitioned the City Council of the City of 
West Sacramento (Council) to establish the WSTMD; and

WHEREAS, included with the petitions was a Management District Plan (Plan) summary 
that describes the proposed assessment to be levied on lodging businesses, existing and in the 
future, within the WSTMD to pay for sales, marketing, & destination development programs, and 
other improvements and activities set forth in the Plan; and

WHEREAS, the assessed lodging businesses within the WSTMD will receive a specific 
benefit from the activities and improvements set forth in the Plan; and

WHEREAS, on October 15, 2025, at 7:00 PM at the Council Chambers located at 1110 
W Capitol Ave, 2nd Floor, West Sacramento, CA 95691, the Council adopted a Resolution of 
Intention, Resolution No. 25-107; and

WHEREAS, the public meeting and public hearing to consider the establishment of the 
WSTMD have been properly noticed in accordance with Streets and Highways Code §36623; and

WHEREAS, on November 5, 2025, at 7:00 PM at the Council Chambers located at 1110 
W. Capitol Ave, 2nd Floor, West Sacramento, CA 95691, the Council held a public meeting 
regarding the establishment of the WSTMD, and the Council heard and received objections and 
protests, if any, to the establishment of the WSTMD and the levy of the proposed assessment; 
and

WHEREAS, on December 3, 2025, at 7:00 PM at the Council Chambers located at 1110 
W. Capitol Ave, 2nd Floor, West Sacramento, CA 95691, the Council held a public hearing 
regarding the establishment of the WSTMD, and the City Council heard and received all 
objections and protests, if any, to the establishment of the WSTMD and the levy of the proposed 
assessment; and

WHEREAS, the City Clerk has determined that there was no majority protest. A majority 
protest is defined as written protests received from owners of businesses in the proposed WSTMD 
which would pay fifty percent (50%) or more of the assessments proposed to be levied. Protests 
are weighted based on the assessment proposed to be levied on each lodging business; and  
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WHEREAS, the City bears the burden of proving by a preponderance of the evidence that 
an assessment imposed for a specific benefit or specific government service is not a tax, that the 
amount is no more than necessary to cover the costs to the City in providing the specific benefit 
or specific government service, and that the manner in which those costs are allocated to a payor 
bear a fair or reasonable relationship to the specific benefits or specific government services 
received by the payor.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL THAT: 

1. The recitals set forth herein are adopted by the City Council as findings and they 
are true and correct.

2. The WSTMD is hereby established for a five (5) year term, beginning January 1, 
2026, or as soon as possible thereafter, and ending five (5) years from its start date, unless 
renewed pursuant to Streets and Highways Code § 36660.   

3. The Plan dated September 17, 2025, is hereby adopted and approved.

4. The activities to be provided to benefit businesses in the WSTMD will be funded 
by the levy of the assessment. The revenue from the assessment levy shall not be used: to 
provide activities that directly benefit businesses outside the WSTMD; to provide activities or 
improvements outside the WSTMD; or for any purpose other than the purposes specified in this 
Resolution, the Resolution of Intention, and the Plan. Notwithstanding the foregoing, 
improvements and activities that must be provided outside the WSTMD boundaries to create a 
specific benefit to the assessed businesses may be provided, but shall be limited to marketing or 
signage pointing to the WSTMD.

5. The Council finds as follows:

a) The activities funded by the assessment will provide a specific benefit to assessed 
businesses within the WSTMD that is not provided to those not paying the assessment.

b) The assessment is a charge imposed for a specific benefit conferred or privilege 
granted directly to the payor that is not provided to those not charged, and which does not 
exceed the reasonable costs to the local government of conferring the benefit or granting 
the privilege.

c) The assessment is a charge imposed for a specific government service or product 
provided directly to the payor that is not provided to those not charged, and which does 
not exceed the reasonable costs to the local government of providing the service or 
product.

d) Assessments imposed pursuant to the WSTMD are levied solely upon the 
assessed business, and the business owner is solely responsible for payment of the 
assessment when due. If the owner chooses to collect any portion of the assessment from 
a transient, that portion shall be specifically called out and identified for the transient in 
any and all communications from the business owner as the “WSTMD Assessment” or 
“Tourism Assessment” as specified in the Plan.

6. The assessments levied for the WSTMD shall be applied towards sales, marketing, 
& destination development programs to market assessed lodging businesses in the WSTMD as 
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tourist, meeting and event destinations, and other improvements and activities as set forth in the 
Plan.

7. Assessments levied on lodging businesses pursuant to this resolution shall be 
levied on the basis of benefit. Because the services provided are intended to increase sleeping 
room rentals an assessment based on gross short-term sleeping room rental revenue is the best 
measure of benefit.

8. The annual assessment rate is two percent (2%) of gross short-term sleeping 
room rental revenue. During the WSTMD term, the assessment rate may be increased by the 
Owners’ Association to a maximum rate of four percent (4%) of gross short-term sleeping room 
rental revenue for assessed lodging businesses. If the assessment rate is increased, it may 
subsequently be decreased but shall not be decreased below a minimum of two percent (2%) of 
gross short-term sleeping room rental revenue. 

Based on the benefit received, assessments will not be collected on: stays of more than 
thirty (30) consecutive days; stays for which it is beyond the power of the City to impose the 
assessment; stays by any officer or employee of a foreign government who is exempted from 
transient occupancy tax by express provision of federal law or international treaty; and stays 
pursuant to contracts executed prior to January 1, 2026.

9. The assessments for the entire WSTMD will total approximately $482,000 in year 
one (1). 

10. Bonds shall not be issued to fund the WSTMD. 

11. The WSTMD shall include all lodging businesses with fifty (50) rooms or more, 
existing and in the future, available for public occupancy located within the boundaries of the City. 
A boundary map is attached hereto and incorporated herein by reference. 

12. The assessments shall be used for the purposes set forth above and any funds 
remaining at the end of any year may be used in subsequent years in which the WSTMD 
assessment is levied as long as they are used consistent with the requirements set forth herein. 

13. The assessments to fund the activities and improvements for the WSTMD will be 
collected by the City on a quarterly basis, and in accordance with Streets and Highways Code 
§36631.

14. The Council, through adoption of this Resolution and the Plan, has the right 
pursuant to Streets and Highways Code §36651, to identify the body that shall implement the 
proposed program, which shall be the Owners’ Association of the WSTMD as defined in Streets 
and Highways Code §36612.  The Council has determined that the City may enter into a contract 
with a non-profit organization to serve as the Owners’ Association for the WSTMD.

15. The WSTMD Owners' Association, pursuant to Streets and Highways Code 
§36650, shall cause to be prepared a report for each fiscal year, except the first year, for which 
assessments are to be levied and collected to pay the costs of the improvement and activities 
described in the report.  The first report shall be due after the first year of operation of the WSTMD.

16. The WSTMD established pursuant to this Resolution will be subject to any 
amendments to the Property and Business Improvement District Law of 1994 (California Streets 
and Highways Code §36600 et. seq.).  
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17. The City Clerk, or his or her designee, is directed to take all necessary actions to 
complete the establishment of the WSTMD and to levy the assessments. 

18. This Resolution shall take effect immediately upon its adoption by the Council. 

I HEREBY CERTIFY that the foregoing Resolution of Formation was introduced and 
adopted at a regular meeting of the City Council on December 3, 2025 by the following 
vote: 

AYES: COUNCIL MEMBERS:
NOES: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:
ABSTAIN: COUNCIL MEMBERS:

______________________________
Mayor

Attest: Approved as to Form:

City Clerk City attorney
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Exhibit A

Boundary Map 
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CITY COUNCIL AGENDA REPORT
MEETING DATE:   December 3, 2025 ITEM # 10

SUBJECT:

WORKSHOP ON WATER & SEWER RATE STUDIES AND PROPOSED RATES

INITIATED OR REQUESTED BY: REPORT COORDINATED OR PREPARED BY:
[  ] Council [X] Staff

[  ] Other

Roberta Raper, Finance Director
Jai Chahal, Capital Projects Director
Rebecca Scott, Public Works, O & M Director 

Finance, Capital Projects, Public Works O&M 
Departments

ATTACHMENT [X]  Yes [  ]  No [  ]  Information [X]  Direction [  ]  Action

OBJECTIVE
The objective of this report is to hold a workshop on proposed water and sewer rates, receive Council feedback 
and direction on the desired scenario, and receive approval to begin the Proposition 218 process to adjust utility 
rates and set the protest hearing for March 18, 2026 at 7:00 PM.

RECOMMENDED ACTION
Staff respectfully recommends that the City Council: 

1) Receive the presentation by staff and conduct a workshop on proposed water and sewer utilities rate 
adjustment scenarios; 

2) Provide guidance and direction to staff as to the preferred rate adjustment scenario for the water and 
sewer utilities;

3) Authorize the City Manager or designee to proceed with the Proposition 218 noticing process and 
return to Council to conduct the protest hearing and to consider adoption of adjusted utility rate charges 
for Water and Sewer services; 

4) Schedule the protest hearing for March 18, 2026 at 7:00 PM, at the City Council chambers.

BACKGROUND
The City of West Sacramento provides water and wastewater/sewer collection for West Sacramento customers 
funded through the Water Utility Fund and Sewer Utility Fund, respectively. These enterprise funds are supported 
with revenue derived from rates. The utility rates are determined through a process prescribed by state law, 
which requires a Cost of Service (COS) analysis and Council approval of any rate adjustments at a public 
hearing. 

The goal of the COS analysis and rate adjustments is to ensure that utilities have enough money to operate and 
maintain reliable and safe utilities, while ensuring customers pay their fair share of the service costs. The 
enterprise utilities must generate sufficient revenues to maintain ongoing operations; meet financial obligations 
and City-issued long-term debt obligations; and cover the replacement, upgrade, and expansion of the 
infrastructure needed to meet current and future needs. 

The City Council last approved rate adjustments for the water, sewer and refuse utilities in 2017, and previously 
on June 1, 2011. At that time, the actions taken were in response to the negative fiscal impacts of the economic 
downturn and the resulting cost reduction measures. The 2017 rate structure remained among the lowest in the 
region - third lowest overall, above only Folsom and Roseville. While this history of maintaining low rates has 
benefited ratepayers, it has also constrained the utilities’ ability to generate sufficient revenue to support an 
adequate level of service and to invest in preventative maintenance, rehabilitation, replacement, and expansion 
of critical infrastructure.

As a result, the utilities have largely operated on a reactive basis, addressing system failures as they occur rather 
than through planned preventative maintenance. This approach has proven more costly over time, as emergency 
repairs typically cost at least twice as much as scheduled maintenance.

Significant operational, maintenance, and capital needs now exist across both the water and sewer systems, 
placing upward pressure on future customer rates. Following a competitive solicitation, the City selected HF&H 
Consultants to develop comprehensive rate models for the water and sewer utilities. These models forecast 332
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operations and maintenance expenses, capital improvement costs, and debt service requirements to determine 
each utility’s long-term revenue needs.

The Water and Sewer Master Plans, last prepared in 2015 and adopted in 2017, were updated and approved by 
City Council in January 2025. The Water Master Plan is the crucial document that guides the City’s water system 
capital program to serve the existing and future needs for the City’s customers. Key goals of the Water Master 
Plan include maintaining reliable water service, improving water service in currently underserved neighborhoods 
of the City, replacing aging infrastructure, preparing for new economic development, improving reliability and 
resiliency, managing infrastructure improvements in a cost effective and responsible manner, and facilitating 
interdepartmental coordination within the City. 

The Sewer Master Plan provides a comprehensive framework for assessing both current and future sewer 
system needs, identifying capacity constraints, and prioritizing necessary improvements. Furthermore, the City’s 
Sewer Master Plan supports compliance with regulatory requirements, reduces the risk of sewer overflows, and 
helps protect public health and the environment.

Upon completion and approval of the Water and Sewer Master Plans, the COS analyses were updated to reflect 
current operations cost data, recently adopted labor agreements, and necessary infrastructure projects identified 
in the master plans and prioritized by Capital Projects and Public Works, Operations & Maintenance staff. 

Staff and the consultant developed three rate scenarios, each providing different levels of funding for operations 
and capital investment, and corresponding rate impacts. These scenarios, along with their justifications, fiscal 
implications, and alternatives, were presented to the Environment & Utilities (EU) Commission’s consideration 
and feedback on November 12, 2025, and as a result of that feedback, a fourth scenario (EU Proposed) was 
added for Council consideration. 

The City also contracts for refuse collection for residents and businesses. The current contract for refuse 
collection with Waste Management expires on June 30th, 2027. Because significant lead-time is necessary when 
shifting from one hauler to another, staff have already begun the process of going out to bid for a new waste 
hauler contract. In light of this work, the study of refuse rates is paused until a new contract is finalized. Once 
the new contract is in place, staff will revisit refuse rates to align with the new waste hauler rates, which will 
commence on July 1, 2027.

This staff report provides a summary of what is included in the COS analyses; the public outreach that has 
occurred and is planned to occur; the feedback received from the EU Commission, the revised proposed rate 
scenarios along with risks and benefits of implementing each; staff’s recommendation; and the requested next 
steps in the rate setting process. 

ANALYSIS

Utility Infrastructure/Capital Improvement Program (CIP)
The Water and Sewer Divisions are responsible for over 100 million dollars’ worth of infrastructure assets that 
are critical to the community’s health and the environment, including: 

 Over 210 miles of water mainlines  Over 210 miles of sewer pipelines
 Over 6,100 water valves  9 wastewater pump stations
 Nearly 3,000 fire hydrants  5 lift stations
 1 water treatment plant
 8 reservoirs and pump stations
 2 clearwells
 1 booster station
 Nearly 100 miles of water service 

lines
 More than 16,000 water meters

Careful financial planning is essential to ensuring the long-term sustainability of the City’s public utilities. With 
the responsibility of delivering critical services such as water and wastewater collection for more than 50,000 
residents, the City must balance the need for reliable infrastructure, regulatory compliance, and operational 
efficiency with fiscal responsibility. Strategic financial planning enables utilities to invest in system upgrades, 
prepare for unseen challenges, and maintain affordability for ratepayers. Without it, the ability to deliver safe, 

333



Water & Sewer Rate Study Workshop
December 3, 2025
Page 3

resilient, and equitable service can be compromised, placing both public health and environmental stewardship 
at risk. 

There are several factors influencing proposed rates for the upcoming 5-year period. First, the last COS study 
performed in 2017 planned for $33 million in water infrastructure projects and $10 million in sewer infrastructure 
projects over the five-year rate period (2017-2021). The current infrastructure project list (full ask scenario) 
proposes over $93 million (3x) in infrastructure investment for the water utility and $44 million (4x) for the sewer 
utility over the upcoming five-year period (2026-2031), based on recommendations from the recently adopted 
water and sewer master plans. A portion of the capital cost increase is due to the Construction Cost Index (CCI) 
increase (approx. 14%) since the last rate adjustment in 2021. These increases reflect the critical need to 
address aging infrastructure and invest in system resilience to meet future demand and regulatory standards, as 
well as to implement a more proactive investment program focused on appropriate maintenance and 
replacement of critical infrastructure. 

Key Infrastructure Projects Driving the Rate Adjustments
The City’s water and sewer systems are essential public services that residents rely on every day. Much of this 
infrastructure has been in service for many decades and is nearing or past the end of its useful life. The following 
high-priority projects represent the most significant investments recommended in the updated Water and Sewer 
Master Plans and are critical to maintaining system reliability, regulatory compliance, and service quality for the 
community.
 
Water System Projects
The City’s drinking water comes from the George Kristoff Water Treatment Plant, which pumps water from the 
Sacramento River, treats it to meet or exceed state and federal standards, and distributes it throughout the 
community. Much of the City’s water infrastructure was installed decades ago and has served beyond its 
intended lifespan. Reinvesting now prevents costly emergency repairs, protects water quality, and ensures the 
system remains reliable as the community continues to grow and regulations become more stringent.

 High Service Vault and Manifold Replacement – $10 Million (Effluent Meter Work Underway – $4.2 
Million)
The high service vault and manifold at the treatment plant serve as the “heart” of the City’s distribution 
system, controlling how treated water flows out to residents and businesses. These components are 
aging and showing signs of corrosion. The City is already investing $4.2 million to replace the effluent 
meter and complete investigative work, with the full vault and manifold replacement estimated at $10 
million. These improvements will strengthen operational reliability, improve monitoring capabilities to 
comply with State regulations, and better ensure uninterrupted delivery of safe drinking water citywide.

 Central Water Storage Tank Rehabilitation and Recoating – $3 Million
The Central Water Tank is a 2,000,000-gallon steel storage tank inherited from Yolo County when the 
City first incorporated. The tank has not been recoated or repainted since its original installation and is 
now in dire need of rehabilitation. The protective interior coating has deteriorated over time, leaving the 
steel structure vulnerable to corrosion and potential contamination. This $3 million project will repair, 
clean, and recoat the tank—restoring its integrity, extending its service life, and ensuring the continued 
delivery and emergency storage of clean, safe water.

 Westmore Oaks Water Main Replacement – $8 Million
The Westmore Oaks neighborhood was built with welded steel water mains that are corroding and 
deteriorating. These aging lines cause leaks, reduce water pressure, and can impact water quality. This 
$8 million project will replace the failing water mains with new, longer-lasting materials that improve water 
quality and reliability. The work will follow the successful model used in the State Streets neighborhood, 
where similar upgrades were recently completed.

Sewer System Projects
The City’s sewer system collects wastewater from homes and businesses and conveys it through a network of 
underground pipelines and lift stations. These lift stations pump wastewater into the Regional Sanitation District 
(Regional San) mains, which transport the flow to the regional treatment plant for processing. While the system 
continues to operate, many of its core components are operating on borrowed time. Proactively upgrading these 
facilities now avoids environmental risks, regulatory violations, and emergency failures that would be far more 
expensive to repair.

 Westmore Oaks Sewer Line Rehabilitation – $6 Million
334



Water & Sewer Rate Study Workshop
December 3, 2025
Page 4

This project will replace deteriorating and corroded sewer lines in the Westmore Oaks neighborhood after 
decades of service. The work will improve system reliability and prevent blockages or overflows. 
Completing this work at the same time as the water main replacement will minimize construction and 
restoration costs, and avoid future street closures for repair work.

 South Lift Station Rehabilitation – $8.5 Million
Located at Park Boulevard and Stone Boulevard, the South Lift Station is one of the largest and most 
critical pumping facilities in the City’s sewer network. The station’s mechanical and structural components 
are heavily corroded and in need of modernization. This $8.5 million project will replace pumps, upgrade 
electrical and mechanical systems, and add storage capacity to manage high flows during storms or peak 
periods. Rehabilitating this facility now will prevent potential system failures, help protect the environment, 
and ensure continuous, reliable wastewater service.

 Bryte Lift Station Rehabilitation – $6 Million
The Bryte Lift Station serves several of the City’s older neighborhoods and plays a vital role in conveying 
wastewater safely to the Regional San mains. Like the South Lift Station, it has reached the end of its 
useful life, with pumps, coatings, and structural components showing significant wear. This $6 million 
project will replace equipment, repair leaks, and improve efficiency and capacity, extending the life of the 
facility and ensuring dependable wastewater service for years to come.

Other Uses of Water and Sewer Funds and the Importance of Timely Investment
In addition to the major infrastructure projects described above, the proposed water and sewer rates will also 
fund a number of other essential improvements needed to maintain reliable service and address aging 
infrastructure. On the water side, these funds will support additional tank rehabilitation projects, major emergency 
repairs to the distribution system, and key upgrades at the George Kristoff Water Treatment Plant. These include 
improvements to the process drain pump station, sand pump replacements, tube settler enhancements, and 
plant security upgrades, all necessary to ensure the City’s ability to continue providing safe, clean drinking water 
to residents and businesses.
 
On the sewer side, the funds will be used to complete major mainline repairs and provide a contingency for 
emergency repairs when system failures occur. Much of the City’s sewer system was constructed decades ago 
and requires proactive maintenance and rehabilitation to prevent backups, overflows, and environmental 
impacts.

Infrastructure project lists for each utility for each rate scenario are included as Attachment 2 to this report.
 
If the recommended rate adjustments are not approved, the City would be forced to delay or phase many of 
these critical projects over multiple years. This approach is not cost-effective. For example, phasing the 
Westmore Oaks Project into multiple smaller segments would require repeated contractor mobilizations, setup, 
excavation/restoration, and traffic control for each phase, adding millions of dollars to the total cost. Similarly, 
sewer lift station rehabilitations are designed to be completed as single, continuous projects. If the City is forced 
to phase these efforts, it would leave critical infrastructure operating on temporary bypass systems for extended 
periods, significantly increasing the risk of system failure and emergency response costs.

Delaying projects also drives up costs due to inflation and construction cost escalation. Projects that are shovel-
ready today, such as the High Service Vault Replacement, will only become more expensive if postponed. 
Without sufficient rate support, the City would have to rely more heavily on emergency repairs, which are far 
more costly than planned improvements and provide only temporary relief.
 
To get the most value for each dollar and to maintain safe, reliable water and sewer service, projects need to be 
completed in single, coordinated phases. The proposed rate structures under the recommended and full-ask 
scenarios provide the funding necessary to move these projects forward efficiently and proactively, avoiding 
future emergencies, reducing long-term costs, and ensuring that West Sacramento’s water and sewer systems 
remain strong for decades to come.
 
Together, these projects and reinvestments represent a generational commitment to protecting the City’s water 
and sewer infrastructure. By addressing aging infrastructure before it fails, the City is reducing long-term costs, 
protecting public health and the environment, and maintaining the reliability and resilience that residents expect 
from their essential services. The proposed rate adjustments are designed to fund these critical improvements 
responsibly, preserving system sustainability and affordability for the community.
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By incorporating higher levels of capital investment into the proposed rates, the City is taking a forward-looking 
approach to reinvest in essential infrastructure, reduce the risk of costly emergency repairs, and maintain long-
term system sustainability – all while balancing affordability and rate stability for customers.  

Utility Operations & Maintenance
On the operations side, there are several factors influencing increases in costs, including:

 18.67% - Consumer Price Increase (CPI) since 2021 rate adjustment 
 17.19% - CalPERS Employer Rate adjustment since 2021 
 22.82% - Local 39 employee general base salary increase (GSI) since 2021 (not including equity 

adjustments) 
 22 new water/sewer positions proposed to be added over the next 5 years to help move from a 

reactionary to a more proactive approach for maintenance and replacement
 Purchase/replacement of several vehicles and large pieces of utility equipment at the end of or past their 

useful life

If nothing else changes since the last rates were set, each utility would require approximately 20% in rate 
increases in the first year just to keep pace with the rising primary operating costs of doing business as usual. 
As mentioned earlier, previous City Councils have maintained some of the lowest water and sewer rates in the 
region and prioritized cost cutting measures to maintain low rates for residents.  As a result, a higher level of 
investment is required now to ensure an adequately working and resilient utility system.

Impacts to Sewer Rate Structure
During the previous rate study conducted in 2016, single-family residential water use was significantly lower than 
in the current COS analysis, partly due to the statewide drought and associated conservation measures. In 
contrast, recent consumption data shows that single-family residential water use has increased substantially as 
drought restrictions have eased. As a result, single-family customers now account for most of the total 
wastewater flow, whereas commercial customers were the dominant class in the prior study.

Although single-family customers are billed a flat monthly rate, their share of total system costs is influenced by 
the volume of wastewater generated, which is estimated based on their water use. The higher residential water 
use observed in the current study period therefore results in a greater portion of system costs being allocated to 
the single-family class, which is addressed through increases to the flat monthly rates that are charged to 
residential customers. Conversely, the commercial class now represents a smaller share of the total flow and 
associated costs, leading to a reduction in the commercial rate. 

Impacts to Water Rate Structure
Current water rate revenues are driven by revenues collected from water use charges (i.e., consumption 
charges). A current rate revenue analysis revealed that revenue from consumption charges accounts for more 
than half of overall water rate revenues. However, the last rate study was designed so that a smaller share of 
revenue would come from water use, with more coming from fixed monthly charges. Since that time, higher water 
demand has shifted the balance, making the City’s revenue more dependent on water usage. When revenues 
depend heavily on how much water people use, they can fluctuate with weather, drought restrictions, and 
conservation, making it harder for the utility to cover its fixed costs. As an example, while water usage in West 
Sacramento has increased since 2016, it has followed the Statewide decline over the last 15 years, largely due 
to more stringent conservation mandates and increased awareness.  In recent years, the State has implemented 
another round of conservation efforts, which may result in further water usage reductions.

To strengthen financial stability, the City is proposing to adjust the balance between fixed and variable charges. 
Under the proposed rates, a greater share of total revenue will come from the fixed monthly service charge. This 
portion of the bill is based on meter size, which reflects the system capacity available to serve each customer. 
During the next five years, the City plans major capital investments to maintain and expand that capacity. 
Because of this rebalancing, customers will see larger increases in the fixed service charge than in the per-unit 
cost of water. This change will make water revenues more predictable, helping the City maintain reliable service 
and plan for long-term system needs.

Cost of Service Study (COS) Results and Rate Reduction Measures
The City prepared its initial (full-ask) scenario which would fully fund 100% of proposed operational and capital 
needs over the next five years based on the analysis of historical service call and response time data; the need 
to implement industry standard preventative maintenance programs; and the required infrastructure investments 
outlined in the water and sewer master plans and prioritized by Capital Projects and Public Works O&M staff. 
This scenario included funding of $97.5 million in water infrastructure projects and $44 million in sewer 
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infrastructure projects over the next five years, and resulted in a total bill impact over the next five years of 101%, 
including the following proposed bill impacts by fiscal year:

Table 1: Initial Full-Ask Scenario
Effective Date 4/1/2026 1/1/2027 1/1/2028 1/1/2029 1/1/2030 TOTAL
Rate Increase 32% 21% 11% 7% 6% 101%

This proposal, while justifiable, came with a lot of sticker shock. As a result, staff collaborated on ways to reduce 
the impact to customers while maximizing the revenues available to fund critical infrastructure projects. 

As part of the rate analysis, City staff reviewed and is proposing revisions to each utility’s rate stabilization policy 
to ensure financial stability while minimizing rate impacts to customers, and to better align with industry best 
practices. Current reserve policies require each utility to maintain a balance of 50% of annual operating costs 
plus one year of average pay-go CIP spending. This approach required the City to hold a relatively large amount 
of cash in reserves, which limited flexibility and tied up funds that could otherwise be used for system 
investments. With the significant increase in capital needs for each utility, higher rate increases would be 
necessary to maintain reserves at the required levels. 

Government Finance Officers’ Association of the United States and Canada (GFOA) and American Water Works 
Association (AWWA) provide guidance that reserve levels for utilities should be set between 25-50% of annual 
operating expenses. Lower risk utilities (stable demand, minimal purchased water costs) may set reserve levels 
lower (20-25%) while higher risk utilities (high purchased water costs, heavy reliance on consumption charges, 
weather-sensitive demand) should target higher, 40-50%. The City is proposing minimum reserve levels of 25% 
and target reserve levels of 50% of annual operating expenses for each utility. While reserve levels may dip 
below the 50% target for the short term, there must be a plan to bring reserve levels back to the 50% target 
balance.

To put this into perspective, the table below shows current reserve balances, required reserve balances if the 
same reserve policies are maintained, and the proposed target reserve balances for each utility for FY 2026/27:

Table 2: Target Reserve Levels - Current vs Proposed Rate Stabilization Reserve Policies
Utility/Fund Current Minimum Reserve 

Balance
Required Reserve Balance Proposed Target Reserve 

Balance
Water $4,707,522 $16,568,322 $5,849,322
Sewer $2,353,808 $7,665,579 $2,165,579

By reducing the reserve requirement and maintaining a policy in line with industry standards, the City may release 
nearly $11 million from the water reserve requirement and $5.5 million from the sewer reserve requirement, 
significantly reducing impacts to ratepayers. This new framework maintains a prudent financial position for the 
City and allows the City to spend down reserves to support near-term capital improvement needs in the water 
and sewer systems. It should be noted that these reserves are currently being used to meet the City’s legally 
required debt coverage since rates have not been adjusted in several years. 

This approach helps lower rates for customers, maintains the long-term financial health of the utilities, and 
ensures that necessary capital projects can proceed without creating undue rate pressure. 

Staff and the consultant have also modeled debt-financing to fund a large portion of the CIP needs for each utility 
over the next 5 years. The benefit of debt financing for large infrastructure project costs is the ability to smooth 
out the impact on rates over a 30-year period rather than putting all the infrastructure costs on ratepayers over 
the next five years. The revenue requirement maintains at least 135% debt coverage to ensure that fluctuations 
in water usage and related water and sewer revenues do not impact the City’s ability to maintain the legally 
required debt coverage (net revenues). 

The next step taken by staff to maximize revenues to fund necessary infrastructure while minimizing the 
proposed impact to ratepayers was to develop multiple CIP scenarios for the EU Commission and City Council 
to consider, each with different levels of funding for infrastructure and a different level of impact on ratepayers. 
As  a result, staff prepared three (3) possible scenarios: 1) a LOW scenario which drastically reduces the CIP 
spend for each utility and limits total bill impacts to 9% annually (in an attempt to ensure no double digit increases 
during the five-year period); 2) a MID scenario which provides a workable reduced CIP scenario that prioritizes 
the most necessary infrastructure projects for each utility and maximizes debt financing to reduce impact to 
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customer rates, and 3) the revised FULL-ASK scenario which fully funds the initial proposed CIP, but at a lower 
impact to customers due to the rate-mitigation measures described above. These scenarios were presented to 
the EU Commission in November, and a fourth scenario (EU Proposed) was developed for Council 
consideration based on the feedback received. 

After implementing the changes to the reserve targets, increasing proposed debt-funding for CIP projects, and 
adding the fourth scenario, the four options result in the following potential rate increases: 

Table 3: Rate Scenarios, Proposed Bill Impacts, and Water and Sewer CIP Funding (in millions) by Fiscal Year

As is shown in Table 3 above, by implementing the rate reduction measures previously described, Scenario 3 
(FULL ASK) results in reduced bill impacts over the five-year period of nearly 26% compared to the City’s initial 
full-ask scenario prepared prior to applying any rate-mitigation or reserve policy adjustments. This scenario has 
the largest total bill impact over the five-year period, the largest initial year increase (at 26%) and the largest CIP 
funding for each utility. While this is staff’s ideal scenario as it fully funds the proposed CIP for each utility, it is 
not the scenario recommended at this time due to the significant impact on customers. 

Scenario 1 (LOW), while maintaining single digit increases year-over-year, brings in significantly less funding for 
water and sewer CIP ($54.1 million and $16.5 million, respectively). While this scenario may be ideal for 
ratepayers, it is simply not workable as it does not generate sufficient revenue to fund the priority projects 
required for each utility. It also has a slightly higher 5-year bill impact than Scenario 2 (MID), and ideally, the City 
would prefer not to implement such high increases in each of the five years. For these reasons, the LOW scenario 
is also not recommended. 

Scenario 2 (MID) brings in $63 million in infrastructure funding for the water utility and $36 million in infrastructure 
funding for the sewer utility while maintaining the lowest overall five-year bill impact for customers. The proposed 
first-year increase is larger than subsequent years to address a portion of the cost growth that has accumulated 
since the last rate adjustment in July 2021. Labor, materials, energy, and construction costs have risen roughly 
20% during that period, while utility revenues have remained flat. Without a higher initial adjustment, the utilities 
would operate below cost for several years, forcing deferral of critical maintenance or drawing on reserves.

This approach “resets” rates to current cost levels, stabilizing finances and reducing the need for larger increases 
later. Once rates reflect actual costs, smaller annual adjustments will maintain system reliability, fund planned 
capital improvements and meet debt coverage requirements—supporting long-term financial stability while 
minimizing future rate shocks.

Finally, Scenario 4 (EU Proposed), builds on staff’s recommended Scenario 2 by moving up high-priority capital 
projects that the Commission believed should be completed sooner rather than phased across multiple fiscal 
years. The Commission concluded that advancing these projects now—despite the higher near-term rate 
impact—would ultimately reduce long-term costs by avoiding further escalation, minimizing risk of system failure, 
and ensuring more efficient use of ratepayer dollars. Under Scenario 4, the five-year total bill impact is 
approximately 61%, generating $76.5 million for water infrastructure and $42 million for sewer infrastructure. 
This represents a total bill increase that is approximately 4% higher than the staff-recommended scenario over 
the five-year period.

Attachment 1 provides the fund balance graphs for the five-year period for each scenario for both water and 
sewer funds; projected bill impacts for average water use for residential and commercial customers; and 
comparisons of the City’s current water and sewer rates to those of nearby jurisdictions. A combined water and 
sewer utility bill comparison is included to show how the combined bills for City customers would change under 
the EU Commission’s recommended scenario. In addition to average bill totals at proposed rates for April 1, 

Effective Date 4/1/2026 1/1/2027 1/1/2028 1/1/2029 1/1/2030 TOTAL Water CIP Sewer CIP
Initial Scenario 32% 21% 11% 7% 6% 101% $97.5 $44.0
Scenario 1 (LOW) 9% 9% 9% 9% 9% 56% $39.1 $27.5
Scenario 2 (MID)* 18% 9% 5% 7% 7% 54% $63.0 $36.0
Scenario 3 (FULL-ASK) 26% 13% 7% 7% 7% 75% $93.2 $44.0
Scenario 4 (EU PROPOSED)** 20% 12% 6% 7% 7% 61% $76.5 $42.0

* Scenario recommended by staff to EU Commission
** New scenario recommended by EU Commission 
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2026 (year 1), the comparison includes average bill totals at the projected rates for FY 2029-30 (year five) to 
provide the Council with an additional reference point to compare how residential bills would change over a five-
year period relative to the bills that customers in neighboring agencies pay today.

It is difficult to show how the proposed 5-year rates would compare to other jurisdictions’ rates in 5 years as each 
agency updates rates at different times. However, Attachment 4 provides a summary of rate updates (recent, in 
progress, and planned) for surrounding agencies to the extent they have either adopted rates or are undertaking 
a rate study.

The attached report (Attachment 5) from the City’s rate consultant, HF&H, provides the COS study for each utility 
based on Scenario 4 (EU Proposed). 

The following charts provide a summary of the four scenarios, total CIP funding for each utility, and proposed 
rate changes under each scenario to summarize impacts of each proposed option presented to Council for 
consideration. 

Chart 1: 5-Year Scenario Totals
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Chart 2: Annual Compounded Total Bill (Water & Sewer) Impact by Scenario

Discounts and Programs to Reduce Utility Bills
The City provides a Low-Income Rate Assistance program (LIRA) to utility customers. This program is described 
in more detail in Attachment 3, and a table comparing the City’s rate assistance program with similar programs 
offered by surrounding jurisdictions is also provided for reference.

It is clear from the low utilization of the LIRA program that additional outreach would be helpful in ensuring 
customers are aware of the program and the benefit to their monthly utility bills. An outreach plan will be 
established, including emails and bill inserts notifying customers of the program and providing a link to the online 
application, notification to customers by phone and in person who contact utility customer service, and social 
media blasts.  Additionally, we will ensure information and assistance enrolling is available for customers during 
the Proposition 218 outreach events which will be scheduled in early 2026.

The City also offers several other programs through its Sustainability Division to lower utility bills. Customers can 
apply for the Smart Irrigation Controller Rebate, the Lawn-Be-Gone program and the Water Wise House Call 
program. The first initiative helps residents replace their current sprinkler timer with a weather-based sprinkler 
timer. This rebate ($150) can help residents save thousands of gallons of water per month. Weather-based 
sprinkler timers automatically adjust schedules to follow the seasons, keeping plants healthy while using the 
most efficient amount of water. The second program provides up to $300 of compost and mulch to cover and kill 
unused sections of lawn. The last program provides a free audit of a customer’s water system, including a leak-
check and a survey of their irrigation system. 

Environmental Considerations
The actions recommended in the attached resolution are not subject to the California Environmental Quality Act 
(CEQA), pursuant to Public Resources Code Section 21080 (b)(8), since the activities proposed involve 
administrative and financial activities that do not constitute a project pursuant to CEQA. 

Commission Recommendation
City staff presented three scenarios (Low, Mid, Full-Ask) to the Environmental Utilities (EU) Commission in 
November. Staff recommended Scenario 2 (Mid) as the scenario that generates sufficient revenues for both 
Water and Sewer utilities to fund required operations and maintenance, as well as capital infrastructure projects, 
ensuring reliable service for ratepayers. The EU Commission recommended enhancing the staff-recommended 
scenario by adding priority projects at the lowest overall cost, resulting in Scenario 4 (EU Proposed).
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Strategic Plan Integration
The proposed rate increase aligns with the "Core Services and Infrastructure” Strategic Principle, which includes 
sustaining a financially sound city in which everyone feels safe and secure, with quality services and well-
maintained infrastructure.

Alternatives
This workshop is intended to gather Council feedback on which rate scenario staff should advance to begin the 
Proposition 218-required notification and outreach process. The selected scenario will be brought back for formal 
consideration at a future meeting.

Council may choose any of the four (4) scenarios or provide direction to modify a scenario. Scenario 1 (Low) is 
not recommended because it would not generate sufficient funding for required projects, leaving the utilities at 
increased risk of emergency repairs at substantially higher costs. Addressing such emergencies could require 
diverting funds from other projects or implementing an emergency Proposition 218 rate adjustment to maintain 
utility operations.

Coordination and Review
The utility rate analysis project has been coordinated between the Finance Department, Public Works Operation 
& Maintenance Department, the Sustainability Division, the Capital Projects’ Department, the City Attorney’s 
office and the City Manager’s office. 

Budget/Cost Impact
There is no cost impact associated with this item. However, the rate scenario selected by the Council will 
determine future revenues available to fund the City’s Water and Sewer utilities’ operations & maintenance and 
capital repair and replacement needs for the next five years and beyond. 

ATTACHMENTS
1. Water and Sewer Scenarios Modeled
2. Infrastructure Project Lists 
3. Ratepayer Assistance Programs
4. Regional Utility Rate Comparison
5. HF&H Cost of Service Study Report for Water and Sewer
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ATTACHMENT 1 

Water Scenarios Modeled 

The following four graphs depict the differences in the water enterprise fund balance graph under the four scenarios with varying 
levels of capital improvements. Consequently, revenue increases recommended over the five-year period change as the amount 
of capital funding and the level of debt issuance to support these projects changes.  

Revenue increases necessary for each funding scenario are derived to ensure the fund balance (green line of the graph) meets 
the target balance (blue line) by FY 2029-30. Increases are recommended in the initial years even though the fund balance 
exceeds the target in those years. Raising rates early, despite having available reserves on hand, is a fiscally responsible strategy 
to avoid larger, more painful increases, in the future.  

Following the change in rates in FY 2025-26, rate increases in FY 2026-27 through FY 2029-30 would be applied as uniform 
percentage increases to all rates.  
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ATTACHMENT 1 

Water Enterprise – LOW Level CIP Funding Scenario #1 
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ATTACHMENT 1 

Water Enterprise - MID Level CIP Funding Scenario #2 

 

344



ATTACHMENT 1 

Water Enterprise – Full-Ask CIP Funding Scenario #3 
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ATTACHMENT 1 

Water Enterprise – EU Commission Proposed Scenario #4 

 

A comparison of water bill impacts under the four scenarios is provided below to give additional context to the options considered. 
The comparison shows how bills would change over a five-year period for residential and commercial customers, under the stated 
assumptions. 
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ATTACHMENT 1 

Water Bill Comparison 

 

 

 

 

 

 

Water Bill Comparison
Scenario #1

(Low)
Scenario #2

(Mid)
Scenario #3
(Full-Ask)

Scenario #4
(EU Comm)

Average Residential Bill Impact - Year 1 [1]
Average Monthly Bill (Current) $51.34 $51.34 $51.34 $51.34
Proposed Monthly Bill (4/1/2026) $53.54 $61.40 $68.62 $62.99

Per month Increase vs Current $2.20 $10.06 $17.28 $11.65

Average Residential Bill Impact - Year 5 [1]
Average Monthly Bill (Current) $51.34 $51.34 $51.34 $51.34
Proposed Monthly Bill (4/1/2026) $81.87 $79.62 $99.06 $84.70

Per month Increase vs Current $30.53 $28.28 $47.72 $33.36

Average Commercial Bill Impact - Year 1 [2]
Average Monthly Bill (Current) $349.72 $349.72 $349.72 $349.72
Proposed Monthly Bill (4/1/2026) $345.20 $396.19 $430.85 $403.52

Per month Increase vs Current ($4.52) $46.47 $81.13 $53.80

Average Commercial Bill Impact - Year 5 [2]
Average Monthly Bill (Current) $349.72 $349.72 $349.72 $349.72
Proposed Monthly Bill (4/1/2026) $527.88 $513.65 $621.78 $542.67

Per month Increase vs Current $178.16 $163.93 $272.06 $192.95

[1] Residential Bill impacts based on Average Water use of 11 HCF per month
[2] Commercial Bill impacts based on Average Water use of 90 HCF per month with a 2" Meter

Capital Funding Scenario
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ATTACHMENT 1 

Sewer Scenarios Modeled 

The following four graphs depict the differences in the sewer enterprise fund balance graph under the four scenarios with varying 
levels of capital improvements. Consequently, revenue increases recommended over the five-year period change as the amount 
of capital funding and the level of debt issuance to support these projects changes.  

Revenue increases necessary for each funding scenario are derived to ensure the fund balance (green line of the graph) meets 
the target balance (blue line) by FY 2029-30. Increases are recommended in the initial years even though the fund balance 
exceeds the target in those years. Raising rates early, despite having available reserves on hand, is a fiscally responsible strategy 
to avoid larger, more painful increases, in the future. 

Following the change in rates in FY 2025-26, rate increases in FY 2026-27 through FY 2029-30 would be applied as uniform 
percentage increases to all rates.  

348



ATTACHMENT 1 

Sewer Enterprise - LOW Level CIP Funding Scenario #1 

 

349



ATTACHMENT 1 

Sewer Enterprise - MID Level CIP Funding Scenario #2 
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ATTACHMENT 1 

Sewer Enterprise – Full-Ask CIP Funding Scenario #3 
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ATTACHMENT 1 

Sewer Enterprise – EU Commission Proposed Scenario #4 

 

A comparison of sewer bill impacts under the four scenarios is provided below to give additional context to the options considered. 
The comparison shows how bills would change over a five-year period for residential and commercial customers, under the stated 
assumptions. 
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ATTACHMENT 1 

Sewer Bill Comparison 

 
 

 

 

 

 

Sewer Bill Comparison
Scenario #1

(Low)
Scenario #2

(Mid)
Scenario #3
(Full-Ask)

Scenario #4
(EU Comm)

Average Residential Bill Impact - Year 1 [1]
Average Monthly Bill (Current) $54.88 $54.88 $54.88 $54.88
Proposed Monthly Bill (4/1/2026) $61.30 $63.94 $63.77 $63.85

Per month Increase vs Current $6.42 $9.06 $8.89 $8.97

Average Residential Bill Impact - Year 5 [1,3]
Average Monthly Bill (Current) $54.88 $54.88 $54.88 $54.88
Proposed Monthly Bill (4/1/2026) $83.23 $84.90 $93.72 $89.69

Per month Increase vs Current $28.35 $30.02 $38.84 $34.81

Average Commercial Bill Impact - Year 1 [2]
Average Monthly Bill (Current) $204.24 $204.24 $204.24 $204.24
Proposed Monthly Bill (4/1/2026) $145.06 $161.57 $168.98 $165.28

Per month Increase vs Current ($59.18) ($42.67) ($35.26) ($38.96)

Average Commercial Bill Impact - Year 5 [2,3]
Average Monthly Bill (Current) $204.24 $204.24 $204.24 $204.24
Proposed Monthly Bill (4/1/2026) $239.76 $250.54 $320.86 $287.90

Per month Increase vs Current $35.52 $46.30 $116.62 $83.66

[1] Bills include $44 treatment charge from SASD, in additional to City portion
[2] Bills include minimum $44 treatment charge from SASD, in additional to City portion, at 49 HCF per month
[3] SASD Year 5 rate assumes FY 2026-27 published rate of $47 plus three years of 3% annual increases.

Capital Funding Scenario
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ATTACHMENT 1 

Comparison with Other Agencies 

The following tables compare the water and sewer bills of single-family customers across neighboring jurisdictions. Each table 
includes the bill under the proposed rate increase scenarios for the City.  

Residential Sewer Bill Comparison
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ATTACHMENT 1 

Over the five-year period, rate increases for the “Full Ask” scenario will result in larger increases to customer sewer bills than 
the “Low” scenario and the “Mid” scenario. However, in the FY 2025-26, the sewer bills resulting from the “Mid” scenario will 
be larger than the sewer bills from the “Full Ask” scenario, as shown in the graph above. 

Residential Water Bill Comparison 

 
¹Service charge reflects a rate for meters larger than 5/8-inches.  

2Volumetric charge reflects a monthly consumption of 11 hundred cubic feet. 
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ATTACHMENT 1 

A combined water and sewer utility bill comparison is included below to show how the combined bills for City customers would 
change under each of the four rate increase scenarios. In addition to bills at proposed rates for FY 2025-26 (effective Apri 1, 
2026), the comparison includes bills at the projected rates for FY 2029-30 (Year 5).  

This provides customers with an additional reference point to compare how residential bills would change over a 
five-year period relative to the bills that customers in neighboring agencies pay today. 
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City of West Sacramento
WATER CIP

SCENARIO #3 - FULL ASK
Capital Improvements - Master Plan FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL
Annual Water System Repairs/Replacement Projects $2,000,000 $3,000,000 $11,000,000 $11,000,000 $27,000,000
Water Tank Cathodic Protection Assessment & Installation $500,000 $500,000
Central Water Tank Rehabilitation/Recoating $3,000,000 $3,000,000
Water Pump Stations Pump & Motor Evaluation & Rehabilitation $1,250,000 $1,250,000
High Service Manifold Repair/Replacement/Vault Installation $10,000,000 $10,000,000
Water Treatment Plant Security $500,000 $500,000
Tank Projects $5,000,000 $2,000,000 $2,000,000 $2,000,000 $11,000,000
Major Water System Emergency Repairs $600,000 $1,500,000 $1,000,000 $1,000,000 $1,000,000 $5,100,000
Process Drain Pump Station Improvements $300,000 $300,000
Sand Pump Replacements $250,000 $250,000
Tube Settler Replacements $250,000 $250,000
Westmore Oaks Neighborhood Water System Replacement Project $500,000 $7,000,000 $7,500,000
Water Meter Upgrade and Replacement Project $1,000,000 $1,000,000 $2,000,000
WTP VFD Replacement $195,000 $195,000
Water Treatment Building & Pipe Painting $750,000 $250,000 $250,000 $1,250,000
Backwash Equipment $1,000,000 $1,000,000
PSIP Tank and BPS Replacement $6,000,000 $6,000,000 $12,000,000
Potable Well Refurbishment & Construction $1,600,000 $1,500,000 $1,500,000 $4,600,000
WTP Altitude Valve Replacement $40,000 $40,000
Water Treatment Plant-Alternative Energy/Solar Cells $3,000,000 $3,000,000
New Security Fencing for Remote Water Facility Sites $1,000,000 $500,000 $500,000 $500,000 $2,500,000

TOTAL $6,140,000 $28,345,000 $16,250,000 $22,000,000 $20,500,000 $93,235,000
SCENARIO #3 - FULL-ASK TOTAL $6,140,000 $28,345,000 $16,250,000 $22,000,000 $20,500,000 $93,235,000

ATTACHMENT 2
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City of West Sacramento LEGEND

WATER CIP Changes from Scenario #3 (Full-Ask) to Reduce 
Rate Impacts

SCENARIO #2 - MID
Capital Improvements - Master Plan FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL Difference from Full-Ask
Annual Water System Repairs/Replacement Projects $7,500,000 $7,500,000 no funding until FY29/30. $7.5m v $27m
Water Tank Cathodic Protection Assessment & Installation $500,000 $500,000
Central Water Tank Rehabilitation/Recoating $3,000,000 $3,000,000
Water Pump Stations Pump & Motor Evaluation & Rehabilitation $1,250,000 $1,250,000
High Service Manifold Repair/Replacement/Vault Installation $10,000,000 $10,000,000
Water Treatment Plant Security $500,000 $500,000
Tank Projects $2,000,000 $1,500,000 $2,000,000 $2,000,000 $7,500,000 Reduced funding. $7.5m v $11m
Major Water System Emergency Repairs $600,000 $1,500,000 $1,000,000 $1,000,000 $1,000,000 $5,100,000
Process Drain Pump Station Improvements $300,000 $300,000
Sand Pump Replacements $250,000 $250,000
Tube Settler Replacements $250,000 $250,000
Westmore Oaks Neighborhood Water System Replacement Project $500,000 $7,000,000 $7,500,000
Water Meter Upgrade and Replacement Project $1,000,000 $1,000,000 Reduced funding. $1m v $2m
WTP VFD Replacement $195,000 $195,000
Water Treatment Building & Pipe Painting $750,000 $250,000 $1,000,000 Reduced funding. $1m v $1.25m
Backwash Equipment $1,000,000 $1,000,000
PSIP Tank and BPS Replacement $6,000,000 $6,000,000 Not fully funded. $6m v $12m
Potable Well Refurbishment & Construction $1,600,000 $1,500,000 $1,500,000 $4,600,000
WTP Altitude Valve Replacement $40,000 $40,000
Water Treatment Plant-Alternative Energy/Solar Cells $3,000,000 $3,000,000
New Security Fencing for Remote Water Facility Sites $1,000,000 $500,000 $500,000 $500,000 $2,500,000

TOTAL $6,140,000 $23,845,000 $11,000,000 $11,000,000 $11,000,000 $62,985,000
SCENARIO #2 - MID TOTAL $6,140,000 $23,845,000 $11,000,000 $11,000,000 $11,000,000 $62,985,000 ($30,250,000)
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City of West Sacramento LEGEND

WATER CIP Changes from Scenario #3 (Full-Ask) to Reduce 
Rate Impacts

SCENARIO #1 - LOW
Capital Improvements - Master Plan FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL Difference from Mid & Full-Ask
Annual Water System Repairs/Replacement Projects $0 Not funded. $0 v $7.5m/$27m
Water Tank Cathodic Protection Assessment & Installation $500,000 $500,000
Central Water Tank Rehabilitation/Recoating $3,000,000 $3,000,000
Water Pump Stations Pump & Motor Evaluation & Rehabilitation $1,250,000 $1,250,000
High Service Manifold Repair/Replacement/Vault Installation $7,000,000 $7,000,000 $14,000,000 split over two years. Increase cost of $4m
Water Treatment Plant Security $500,000 $500,000
Tank Projects $1,000,000 $1,000,000 $2,000,000 Reduced funding. $2m v $7.5m/ $11m
Major Water System Emergency Repairs

$600,000 $1,000,000 $1,000,000 $1,000,000 $3,600,000
Not funded in FY26-27. Emergency would 
require defunding a project. $3.6m v $5.1m

Process Drain Pump Station Improvements $300,000 $300,000
Sand Pump Replacements $250,000 $250,000
Tube Settler Replacements $250,000 $250,000
Westmore Oaks Neighborhood Water System Replacement Project $500,000 $5,500,000 $6,000,000 $12,000,000 Delayed project, increased cost of $4.5m
Water Meter Upgrade and Replacement Project ($5,995,000) ($5,995,000) Defunded. Project delayed indefinitely.
WTP VFD Replacement $195,000 $195,000
Water Treatment Building & Pipe Painting $750,000 $750,000 Reduced funding. $.75m v $1m/$1.25m
Backwash Equipment $1,000,000 $1,000,000
PSIP Tank and BPS Replacement $3,000,000 $3,000,000 Delayed, not fully funded. $3m vs $6m/$12m
Potable Well Refurbishment & Construction $1,500,000 $1,500,000 delayed, reduced funding. $1.5m v $4.6m
WTP Altitude Valve Replacement $40,000 $40,000
Water Treatment Plant-Alternative Energy/Solar Cells $0 Not funded. $0 v $3m
New Security Fencing for Remote Water Facility Sites $1,000,000 $1,000,000 Reduced funding, fewer sites. $1m v $2.5m

TOTAL $6,140,000 $5,000,000 $9,000,000 $9,000,000 $10,000,000 $39,140,000
SCENARIO #1 - LOW TOTAL $6,140,000 $5,000,000 $9,000,000 $9,000,000 $10,000,000 $39,140,000 ($23,845,000)/($54,095,000)
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City of West Sacramento LEGEND

WATER CIP Changes per EU Commission Feedback
Changes from Scenario #3 (Full-Ask) to Reduce 
Rate Impacts

SCENARIO #4 - EU COMMISSION PROPOSED
Capital Improvements - Master Plan FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL Difference from Full-Ask
Annual Water System Repairs/Replacement Projects $2,000,000 $3,000,000 $5,000,000 $10,000,000 $20,000,000 phase-in annual funding
Water Tank Cathodic Protection Assessment & Installation $500,000 $500,000
Central Water Tank Rehabilitation/Recoating $3,000,000 $3,000,000
Water Pump Stations Pump & Motor Evaluation & Rehabilitation $1,250,000 $1,250,000
High Service Manifold Repair/Replacement/Vault Installation $10,000,000 $10,000,000
Water Treatment Plant Security $500,000 $500,000
Tank Projects $2,000,000 $1,500,000 $2,000,000 $2,000,000 $7,500,000 Reduced funding. $7.5m v $11m
Major Water System Emergency Repairs $600,000 $1,500,000 $1,000,000 $1,000,000 $1,000,000 $5,100,000
Process Drain Pump Station Improvements $300,000 $300,000
Sand Pump Replacements $250,000 $250,000
Tube Settler Replacements $250,000 $250,000
Westmore Oaks Neighborhood Water System Replacement Project $500,000 $7,000,000 $7,500,000
Water Meter Upgrade and Replacement Project $1,000,000 $1,000,000 $2,000,000 add back in $1m originally reduced
WTP VFD Replacement $195,000 $195,000
Water Treatment Building & Pipe Painting $750,000 $250,000 $1,000,000 Reduced funding. $1m v $1.25m
Backwash Equipment $1,000,000 $1,000,000
PSIP Tank and BPS Replacement $6,000,000 $6,000,000 Not fully funded. $6m v $12m
Potable Well Refurbishment & Construction $1,600,000 $1,500,000 $1,500,000 $4,600,000
WTP Altitude Valve Replacement $40,000 $40,000
Water Treatment Plant-Alternative Energy/Solar Cells $3,000,000 $3,000,000
New Security Fencing for Remote Water Facility Sites $1,000,000 $500,000 $500,000 $500,000 $2,500,000

TOTAL $6,140,000 $25,845,000 $15,000,000 $16,000,000 $13,500,000 $76,485,000
SCENARIO #4 - EU COMMISSION PROPOSED TOTAL $6,140,000 $25,845,000 $15,000,000 $16,000,000 $13,500,000 $76,485,000 ($16,750,000)
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City of West Sacramento LEGEND

SEWER CIP SCENARIOS - PROJECT LISTS Changes per EU Commission Feedback
Changes from Scenario #3 (Full-Ask) to Reduce Rate 
Impacts

SCENARIO #3 - FULL ASK FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL
South Lift Station Rehabilitation Project 8,500,000$       8,500,000$           
Westmore Oaks Sewer Rehabilitation Project 1,000,000$       6,000,000$       7,000,000$           
Bryte Lift Station Sewer Rehabilitation Project 1,500,000$       8,000,000$       9,500,000$           
Major Sewer System Repairs (Mainline) 250,000$           250,000$           8,000,000$       8,000,000$       16,500,000$         
Yearly Reoccuring Emergency Sewer Fund 250,000$           500,000$           500,000$           500,000$           500,000$           2,250,000$           
GIS Utility Infrastructure Surveying And Mapping 250,000$           250,000$               

SCENARIO #3 - FULL ASK 2,000,000$       10,250,000$     14,750,000$     8,500,000$       8,500,000$       44,000,000$         

SCENARIO #2 - MID FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL Difference from Full-Ask
South Lift Station Rehabilitation Project 8,500,000$       8,500,000$           
Westmore Oaks Sewer Rehabilitation Project 6,000,000$       6,000,000$           Reduced funding FY26-27

Bryte Lift Station Sewer Rehabilitation Project 1,500,000$       1,500,000$       8,000,000$       
11,000,000$         

delayed, funded over two years, increase in cost of 
$1.5m

Major Sewer System Repairs (Mainline) 250,000$           250,000$           500,000$           7,500,000$       
8,500,000$           

funded at half amount of full-ask reducing scope of 
work and delaying necessary repairs

Yearly Reoccuring Emergency Sewer Fund 250,000$           250,000$           250,000$           500,000$           500,000$           
1,750,000$           

reduced funding. Emergency would require 
eliminating another project.

GIS Utility Infrastructure Surveying And Mapping 250,000$           250,000$               
SCENARIO #2  - MID TOTAL 2,000,000$       9,000,000$       8,000,000$       9,000,000$       8,000,000$       36,000,000$          $                                                                                       (8,000,000)

SCENARIO #1 - LOW FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL Difference from Mid & Full-Ask
South Lift Station Rehabilitation Project 7,500,000$       7,500,000$           delayed & funding reduced. Not fully funded. 
Westmore Oaks Sewer Rehabilitation Project 1,000,000$       6,000,000$       7,000,000$           
Bryte Lift Station Sewer Rehabilitation Project 2,250,000$       1,500,000$       8,000,000$       11,750,000$         delayed, increase in cost

Major Sewer System Repairs (Mainline) 250,000$           500,000$           
750,000$               

reduced fundind. Minimal repairs may be completed 
putting system at risk. 

Yearly Reoccuring Emergency Sewer Fund 250,000$           250,000$           
500,000$               

not funded in several years. Emergency would require 
pulling funding from necessary projects. 

GIS Utility Infrastructure Surveying And Mapping -$                        not funded. 
SCENARIO #1  - LOW TOTAL 500,000$           4,000,000$       6,000,000$       9,000,000$       8,000,000$       27,500,000$         ($8,500,000/ ($16,500,000)

SCENARIO #4 - EU COMMISSION PROPOSED FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 TOTAL Difference from Full-Ask
South Lift Station Rehabilitation Project 8,500,000$       8,500,000$           
Westmore Oaks Sewer Rehabilitation Project 6,000,000$       6,000,000$           Reduced funding FY26-27
Bryte Lift Station Sewer Rehabilitation Project 1,500,000$       8,000,000$       9,500,000$           moved back to FY27/28

Major Sewer System Repairs (Mainline) 250,000$           250,000$           8,000,000$       7,500,000$       
16,000,000$         

Added funding back to FY28/29 to balance annual 
investment

Yearly Reoccuring Emergency Sewer Fund 250,000$           250,000$           250,000$           500,000$           500,000$           
1,750,000$           

reduced funding. Emergency would require 
eliminating another project.

GIS Utility Infrastructure Surveying And Mapping 250,000$           250,000$               
SCENARIO #4 - EU PROPOSED 2,000,000$       9,000,000$       14,500,000$     8,500,000$       8,000,000$       42,000,000$          $                                                                                       (2,000,000)
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ATTACHMENT 3 
 

Ratepayer Assistance Program 

The City of West Sacramento offers a Low-Income Rate Assistance (LIRA) program for its 
water, sewer, and refuse utilities. The program is funded through Measure K, the City’s 
voter-approved transactions and use tax adopted in 2002. LIRA provides a monthly 
discount for eligible households and is structured to align with existing low-income 
qualification pathways, including PG&E’s California Alternate Rates for Energy (CARE) 
program and the Sacramento County Regional Sanitation District’s Sewer Lifeline program. 
Customers may also qualify by submitting income documentation that meets the City’s 
LIRA income limits. 

Eligibility requirements generally correspond to households at or below approximately 
200% of the Federal Poverty Level or 80% of Area Median Income, consistent with common 
thresholds used for low-income utility assistance programs across the region. Once 
approved, qualifying customers receive a $3 monthly discount on their water/sewer bill, 
equal to just under 5% of the current average residential water/sewer bill. Additionally, a $2 
credit is applied to the refuse bill for qualified customers, for a total credit of $5/month.  

The City has 15,881 residential utility accounts. Based on demographic data, an estimated 
25% of households meet the City’s income eligibility criteria for LIRA. Despite this, only 194 
households (1.2%) are currently enrolled, resulting in an annual program cost of 
approximately $7,000. By contrast, PG&E reports enrollment rates of roughly 96% among 
eligible households in its CARE program. If LIRA participation reached a similar level, the 
City’s annual program cost is estimated to increase to just over $137,000. 

Table 1 provides a comparison of low-income assistance programs offered by neighboring 
agencies for water and sewer utilities, benchmarked against the City of West Sacramento’s 
LIRA program. 
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Table 1: Regional Utility Ratepayer Assistance Programs 
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ATTACHMENT 4 
Other Agency Rate Status 

11/4/2025 
Page 1 of 2 

 
 

 

What are other agencies doing with rates?  
We looked at the following neighboring jurisdictions to assess how they have addressed and 
plan to address their sewer and water rates. These agencies include: 

• City of Sacramento 
• City of Davis 
• City of Elk Grove 
• City of Woodland 
• City of Folsom 
• City of Roseville 
• City of Lincoln 

Sewer Rates 
Among the agencies compared to the City of West Sacramento, Sacramento Area Sewer 
District provides treatment services to the Cities of Sacramento, Elk Grove, and Folsom, too. 
Of the seven agencies considered we found the following: 

• City of Sacramento – The City has not increased rates since 2019. They are currently 
undergoing a five-year study with a Proposition 218 notice of rate adjustments 
anticipated to be issued in 2026. Their services include both collection and treatment.  
 

• City of Davis – A cost of service study was conducted to realign collection and 
treatment rates in 2024 and establish rates through 2028. The City plans to increase 
rates annually by 5% each June of 2025-2028.  
 

• City of Elk Grove – The City receives both treatment and collection services from 
Sacramento Area Sewer District. According to information obtained from Sacramento 
Area Sewer District, residential bills consisting of both the collection and treatment 
components will increase by 8% and 7%, respectively in 2026. These follow 
consecutive increases in prior years ranging from 9-15%. 
 

• City of Woodland – The City provides its customers with both treatment and collection 
services. Currently, it plans to issue 2% annual increases to residential customers in 
2026, following the recently adopted 2% increase in 2025. 

 
• City of Folsom – The City has not increased its collection rates since 2024. However, a 

new rate study is underway to establish rates beginning in 2027.  
 

• City of Roseville – The City has conducted a rate study to set sewer collection and 
treatment rates through 2029. Currently, only rate increases for 2025-2027 have been 
adopted, which include 2% annual increases in 2026 and 2027. 

 
• City of Lincoln – The City has issued a Proposition 218 notice to set sewer collection 

and treatment rates through 2028. However, the City’s treatment rates are passed 
through from Lincoln-Sewer Maintenance District 1 Wastewater Authority. Currently, 
the Authority’s rates have only been published through 2027. The City notice shows 
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collection rates would increase annually by 5% from 2026-2028. The City notice also 
shows the treatment rates would increase 3% in both 2026 and 2027. 

Water Rates 
Of the seven agencies considered we found the following: 

• City of Sacramento – The City has not increased rates since 2019. There is currently 
a rate study underway with rates scheduled to be adopted in late 2026.  
 

• City of Davis – The City has not increased rates since 2019, based on information 
available on the City’s website.  
 

• City of Elk Grove – The City has published conducted a rate study which show increases 
ranging between 4.5% and 5% for both the fixed charges and tiered rates assessed to 
residential customers from 2025 through 2028. 
 

• City of Woodland – The City has documented planned increases of 3% in 2026. 
Previously, rates have been increased annually by 3% from 2023-2025. 

 
• City of Folsom – The City has not increased its rates since 2022. The most recent rate 

study conducted established rates through 2024. However, no increases were adopted 
in 2023 or 2024. Currently a rate study is underway to establish rates for a five-year 
period beginning in 2027.  

 
• City of Roseville – The City published plans to increase rates by 4% in 2026. 

 
• City of Lincoln – The City has published a five-year schedule of rates to establish water 

rates through fiscal year 2027.  
 

365



 

 

 

 

 
 
CITY OF WEST 
SACRAMENTO 
Water and Sewer Cost-of-Service Study 
November 20, 2025 

 
 
 
 
 
 
 
 
 
 

 

ATTACHMENT 5

366



HF&H Consultants 
590 Ygnacio Valley Rd. Suite 105 

Walnut Creek, CA 94596 
Phone: (925) 977-6950 

Web: hfh-consultants.com 
 
 
 
 

 

November 20, 2025 
 
Roberta Raper  
Director of Finance 
City of West Sacramento 
1110 W Capitol Ave  
West Sacramento, CA 95691  

Sent via email: robertar@cityofwestsacramento.org 

Subject: Water and Sewer Rate Cost-of-Service Study 

Dear Roberta Raper, 

HF&H is pleased to submit this cost-of-service report to the City of West Sacramento (City). 
The report summarizes the analysis that was conducted to develop the recommended water 
and sewer rates for FY 2025-26 through FY 2029-30. The rates proposed in this report reflect 
the current and projected cost of providing water and sewer service for the next five years.  

We greatly appreciate your assistance in developing the cost-of-service analysis. 

 
Sincerely, 
 
 
 
Rick Simonson 
Senior Vice President 
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GLOSSARY 
AWWA – American Water Works Association. 
City – City of West Sacramento and/or the City’s Water or Sewer Enterprise 
CCF – Hundred cubic feet (see HCF below). 
CIP - Capital Improvement Program. 
Commodity Charges – The product of commodity rates per unit of metered water use 
multiplied by a customers metered water use during the billing period. 
Commodity Rates – The rates assessed per unit of metered water use during the billing 
period to determine the volumetric portion of a water bill. 
EMU – Equivalent Meter Unit. 
ESD – Equivalent Sewer Dwelling. 
EU – Environment & Utilities (Commission). 
FY - Fiscal Year. 
Flat rates - Fixed charges per account that do not vary based on metered water use. Flat 
rates are found in unmetered water systems and in wastewater rates. Flat rates are not 
uniform rates (see below). 
GPD - Gallons Per Day. 
HCF - Hundred cubic feet of metered water; 748 gallons; a cube of water 4.6 feet on edge. 
One HCF per month is about 25 gallons per day. 
Meter charges - One-time charges for the purchase of a meter. Meter charges are not Service 
Charges (see below). 
Multi-Family Residential – Refers to the current Multi Family Residential customer class. 
Includes all multi-family customer accounts, including those receiving irrigation from the same 
potable meter. 
O&M - Operating and Maintenance, in reference to the costs of running facilities. 
PAYGo - Pay-As-You-Go, in reference to funding capital improvements from cash rather than 
from borrowed sources such as bonds or loans. 
SASD – Sacramento Area Sewer District. 
Service Charges (sewer) – Fixed charges paid by City customers for sewer collection 
service. All residential and commercials with a water meter attached to their parcel are 
charged a service charge on their sewer bill.  
Service Charges (water) – Fixed charges paid by City customers per water meter size, 
regardless of the amount of water used. The charge is proportionate to the capacity of the 
customer’s service.  
Study Period – Five-year planning period analyzed in this study, which includes fiscal year 
2025-26 to fiscal year 2029-30. 
Uniform rates - Constant charges per unit of water use that do not change depending on 
the amount used. Uniform rates are not flat rates (see above). 
Volumetric Rates – The rates assessed per unit of metered water use during the billing 
period to determine the volumetric portion of a wastewater bill. 
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LIMITATIONS 
 
This document was prepared solely for the City of West Sacramento in accordance with the 
contract between the City and HF&H and is not intended for use by any other party for any 
other purpose.  

In preparing this study, we relied on information from the City, which we consider accurate 
and reliable. Our analysis is based on the best available information at the time of the study. 

Rounding differences caused by stored values in electronic models may exist.  

This document represents our understanding of relevant laws, regulations, and court decisions 
but should not be relied upon as legal advice. Questions concerning the interpretation of legal 
authorities referenced in this document should be referred to a qualified attorney.  
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I. Executive Summary 
This study documents the process by which the City of West Sacramento’s (City’s) water and 
sewer rates were analyzed to ensure that rates continue to meet the cost of service. This 
report describes how the revenue requirement (expenses) is apportioned between customer 
classes receiving water and sewer service, the appropriate changes in the respective classes’ 
rates to cover their costs, and the proposed water and sewer rate designs that are appropriate 
to ensure that customers continue paying their proportionate share. 

STUDY OBJECTIVES 
The City undertook this rate study to meet the following key objectives. 

1. Provide revenue sufficiency and financial stability - Ensure revenues from future 
water and sewer rates continue covering costs without depleting reserves and 
maintaining necessary debt service coverage requirements.  Revenue requirement 
projections (i.e., expenses) are increasing with expanded capital program expenses to 
upgrade aging infrastructure. 
 

2. Maintain adequate reserves to meet City policies – Confirm future rates will 
continue to generate revenues that will keep the City’s reserve balance in line with its 
target threshold to have sufficient reserves on hand for operational cash flow, debt 
service payments, unplanned emergencies, retirement funding liability, and capital 
project funding. 
 

3. Rate payer equity - Revisit allocation of City’s costs to verify each customer class 
pays their proportionate share of expenses for each utility. Each customer within each 
customer class must pay their proportionate share of expenses via volumetric and 
service capacity charges. 

FINDINGS AND RECOMMENDATIONS 
The following discussion summarizes HF&H’s findings and recommendations for both the City’s 
Water and Sewer Enterprises. 
 
1. Water rate revenue increases are necessary. The City has not increased rates since 

2021. Revenue increases are needed to fund additional staffing and operational expenses. 
The City’s capital improvement plans to fund necessary infrastructure are to be funded 
through a combination of new debt issuance and cash on-hand. These capital needs 
necessitate rate revenue increases, as well. Annual revenue increases of 20%, 15%, 6%, 
5%, and 5% over the next five fiscal years (FY) 2025-26 through 2029-30 are 
recommended. Refer to Section III for additional details. 
 

2. The City will continue to meet all Water Enterprise reserve targets with 
recommended revenue increases. Increasing water rate revenues will allow the City 
to continue to maintain sufficient reserves to meet the minimum and target reserve levels. 
Cost increases should be monitored to ensure modeled rate increases are sufficient. The 
City should re-analyze rates within five years to ensure rates are providing enough support 
so that reserves continue to meet the target threshold. Figure I-1 shows the projected 
reserve balance (solid green line) meets or exceeds the target reserve (solid blue line) 
throughout the five-year planning period.  Refer to Section III for additional details. 
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Figure I-1.  Water Enterprise Reserve Fund Balance 

 
Note: Minimum and target balances are proposed policies. 

3. Water rates are recommended for realignment to the cost of service. The cost-of-
service analysis of the FY 2025-26 revenue requirement indicates adjustments are 
required to realign water rates to reflect the proportional benefits each customer class 
receives. With the recommended adjustments, rate revenues for each customer class 
would adjust based on Figure I-2. 
 
Based on the cost-of-service analysis, overall revenue from Commodity Charges would 
increase by 1.4% and revenue from Service Charges would increase by 42.8%. The 
increase can be attributed to an increase in the capital improvement plans to address 
critical infrastructure. This expense is the largest expense category in the cost allocation 
exercise. The City customer’s share will be $3,978,871 (82.4%). Refer to Section IV for 
additional details. 
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Figure I-2.  Cost-of-Service Water Rates Revenue Summary 

 
 
4. Updated Fixed Service Charges are recommended for water rates. Figure I-3 

shows the current and cost-of-service Fixed Service Charges during the period of FY 2025-
26 through FY 2029-30. All customers would see an increase. However, the increase varies 
between 37% and 46%, depending on the meter size. Refer to Section V for additional 
details. 
 

Figure I-3.  Current and Proposed Service Charge Rates 

 

5. Updated Commodity Charges are recommended for water rates. Figure I-4 shows 
the current and cost-of-service Commodity Charges during the period of FY 2025-26 
through FY 2029-30. All metered customers are charged the same uniform rate. Therefore, 
under the proposed rates, all customers would see an increase of 1.2% in FY 2025-26. 
Refer to Section V for additional details. 

 

Figure I-4.  Current and Proposed Commodity Charge Rates 

 
 

Components of Rate Structure
Single Family Residential
Commodity Charge Revenue $4,684,778 47.6% $4,751,571 38.9% $66,794 1.4%
Service Charge Revenue $5,159,620 52.4% $7,454,774 61.1% $2,295,153 44.5%

Subtotal - SFR $9,844,398 100.0% $12,206,345 100.0% $2,361,947 24.0%
Commercial
Commodity Charge Revenue $4,611,683 65.7% $4,677,435 58.2% $65,752 1.4%
Meter Charge Revenue $2,409,662 34.3% $3,355,111 41.8% $945,450 39.2%

Subtotal - Commercial $7,021,345 100.0% $8,032,546 100.0% $1,011,201 14.4%
Total
Commodity Charge Revenue $9,296,461 55.1% $9,429,006 46.6% $132,545 1.4%
Service Charge Revenue $7,569,282 44.9% $10,809,885 53.4% $3,240,603 42.8%

Total $16,865,742 100.0% $20,238,891 100.0% $3,373,148 20.0%

Revenue at FY 2025-26 Difference
Current Rates Cost of Service COS Minus Current

Monthly Service Charges    
Current FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Rates eff. 4/1/2026 eff. 1/1/2027 eff. 1/1/2028 eff. 1/1/2029 eff. 1/1/2030

Meter Size rate increases: varies 15.0% 6.0% 5.0% 5.0%
up to 3/4" Meters $24.61 $35.93 $38.09 $39.99 $41.99 $44.09
1" Meters $40.98 $58.42 $61.93 $65.03 $68.28 $71.69
1.5" Meters $81.78 $114.65 $121.53 $127.61 $133.99 $140.69
2" Meters $131.02 $182.12 $193.05 $202.70 $212.84 $223.48
3" Meters $262.13 $362.06 $383.78 $402.97 $423.12 $444.28
4" Meters $409.61 $564.48 $598.35 $628.27 $659.68 $692.66
6" Meters $818.94 $1,126.78 $1,194.39 $1,254.11 $1,316.82 $1,382.66
8" Meters $1,310.45 $1,801.53 $1,909.62 $2,005.10 $2,105.36 $2,210.63
10" Meters $1,883.65 $2,588.74 $2,744.06 $2,881.26 $3,025.32 $3,176.59

Commodity Charge (per hcf)
Current Rates FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30

Rates eff. 4/1/2026 eff. 1/1/2027 eff. 1/1/2028 eff. 1/1/2029 eff. 1/1/2030
Monthly Use rate increase: 1.2% 15.0% 6.0% 5.0% 5.0%

Metered Accounts
All Water Use $2.43 $2.46 $2.83 $3.00 $3.15 $3.31
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6. Sewer rate revenue increases are necessary. Like water rates, the City has not 
increased sewer rates since 2021. Revenue increases are needed to fund additional 
staffing and operational expenses. The City’s capital improvement plans to fund necessary 
infrastructure are to be funded through a combination of new debt issuance and cash on-
hand. These capital needs necessitate rate revenue increases, as well. Annual revenue 
increases of 35%, 30%, 25%, 10%, and 8% over the next five fiscal years (FY) 2025-26 
through 2029-30 are recommended. Refer to Section VII for additional details. 
 

7. The City will continue to meet all Sewer Enterprise reserve targets with 
recommended revenue increases. Increasing sewer rate revenues will allow the City 
to continue to maintain sufficient reserves to meet the minimum and target reserve levels. 
Cost increases should be monitored to ensure modeled rate increases are sufficient. The 
City should re-analyze rates within five years to ensure rates are providing enough support 
so that reserves continue to meet the target threshold. Figure I-5 shows the projected 
reserve balance (solid green line) meets or exceeds the target reserve (solid blue line) 
throughout the five-year planning period.  Refer to Section VII for additional details. 
 

Figure I-5.  Sewer Enterprise Reserve Fund Balance 

 
Note: Minimum and target balances are proposed policies. 

8. Sewer rates are recommended for realignment to the cost of service. The cost-of-
service analysis of the FY 2025-26 revenue requirement indicates adjustments are 
required to realign sewer rates to reflect the proportional benefits each customer class 
receives. With the recommended adjustments, rate revenues for each customer class 
would adjust based on Figure I-6. 
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Figure I-6.  Cost-of-Service Sewer Rates Revenue Summary 

 
 
9. Update Service Charges are recommended. Figure I-8 shows the current and cost-

of-service Service Charges during the period of FY 2025-26 through FY 2029-30. All 
Residential (i.e., Single-Family and Multi-Family customers) and Other Non-Residential 
(i.e., non-metered commercial accounts) parcels will see an increase. Commercial 
customers will see a decreased Service Charge to reflect their proportionate share of the 
cost of service. Refer to Section IX for additional details. 
 

10. Updated Volumetric Rates are recommended. Figure I-8 shows the current and cost-
of-service Volumetric Rates during the period of FY 2025-26 through FY 2029-30. The 
Volumetric Rates charged to Commercial customers will see a decrease to reflect their 
proportionate share of the cost of service. Refer to Section IX for additional details. 

 

Figure I-8.  Current and Proposed Volumetric Rates 

 

13. Water and sewer bill increases will vary by customer. The combined impacts to 
a utility bill are also customer specific. Refer to Section VI for further discussion of 
water bill impacts. Refer to Section X for further discussion of sewer bill impacts. Section 
XI provides sample monthly bill comparisons considering the proposed rates over the five 
year period.   

Current Revenue Cost-of-Service Difference % Difference

Single Family Residential $1,747,023 $3,187,782 $1,440,759 82.5%
Multi-Family Residential $704,789 $1,185,309 $480,520 68.2%
Commercial $1,863,056 $1,411,569 ($451,487) -24.2%
Other Non-Residential $85,132 $155,340 $70,208 82.5%
Total $4,400,000 $5,940,000 $1,540,000 35.0%

Current FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30

eff. 4/1/2026 eff. 1/1/2027 eff. 1/1/2028 eff. 1/1/2029 eff. 1/1/2030
Monthly Sewer Rates rate increase: varies 30% 25% 10% 8%
Residential
Single-Family (per dwelling) $10.88 $19.85 $25.81 $32.26 $35.49 $38.33
Multi-Family (per dwelling) $8.16 $13.53 $17.59 $21.99 $24.19 $26.13

Commercial (Metered)
Fixed Charge $5.40 $3.19 $4.15 $5.19 $5.71 $6.17
Volumetric Rate (per hcf) $3.16 $2.41 $3.14 $3.93 $4.32 $4.67

Other Non-Residential
Flat Rate $10.88 $19.85 $25.81 $32.26 $35.49 $38.33
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II. Introduction 
The City provides water service to its residential and commercial accounts, including 14,425 
Single Family Residential meters and 1,752 Non-Residential meters. The City treats surface 
water from the Sacramento River at its George Kristoff Water Treatment Plant for potable use 
by all customers.  
 
The City provides sewer collection service to 1,3381 Single Family Residential accounts, 7,298 
Multi-Family dwellings, 964 Commercial accounts, and 652 other equivalent sewer dwellings 
(ESD) representing other large commercial customers. City wastewater is conveyed through 
the City’s network and is transported to Sacramento Area Sanitary District (SASD) for 
treatment. Treatment services are billed by SASD.  
 
Separate enterprise funds are maintained for the sewer and water programs. As such, each 
enterprise fund maintains its own operating and capital reserves. 
 
The water rates in this study were developed using rate-making principles set forth by the 
American Water Works Association (AWWA) in Principles of Water Rates, Fees and Charges 
(M1 Manual). This Manual’s cost-of-service principles endeavor to distribute costs to customer 
classes (also referred to as classes) and to individual customers in proportion to customers’ 
impacts on the water system. Pursuant to the M1 Manual, rate studies generally contain three 
elements: (1) a revenue requirements analysis, which determines how much revenue is 
needed from rates to recover a utility’s projected costs; (2) a cost-of-service analysis, which 
allocates the revenue requirements to the rate components;1 and (3) a rate design analysis, 
which determines any modifications that are required to align the rate structure with the cost 
of service.  
 
Similarly, the sewer rates in this study were developed using rate-making principles in 
compliance with Proposition 218. Therefore, the sewer rate analysis employs the same three 
elements as the water rate analysis: (1) a revenue requirements analysis; (2) a cost-of-
service analysis; and (3) a rate design analysis.  
 
Rate studies always include a revenue requirements analysis. A cost-of-service analysis is 
typically only conducted periodically. It is recommended that a cost-of-service analysis be 
conducted at least every five years to account for any material differences in the costs of 
providing service and in the water usage among customer classes, which will affect their 
respective shares of the cost of service. The City last conducted a cost-of-service study in 
2016 to establish rates through 2021 for each of the respective utilities.  
 
The City hired HF&H Consultants (HF&H) to conduct a cost-of-service study to set water and 
sewer rates for FY 2025-26 through FY 2029-30 (Study Period). Since the previous study, 
changes in usage patterns among customer classes has occurred, which affects the factors 
that are used to allocate costs. The costs to which the allocation factors are applied also 
changed. Hence, there will be differences between the previous and current cost-of-service 
analyses. Adjustments are made to reflect the differences and rates are set accordingly. 
 

 
 
1 The cost-of-service analysis in the current study tailors the base/extra capacity method to 
account for unique conditions, circumstances, and factors related to the City’s cost of 
providing water service, which the M1 Manual does not specifically address. The adjustments 
to the M1 base/extra capacity method of allocating costs are described in more detail in 
Section IV. 
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The cost-of-service analysis proportionately allocates the revenue that is required from rates 
to the components of the rate structure and to the customer classes. Costs are classified 
corresponding to the function they serve. Each function’s costs are further allocated to each 
component of the rates in proportion to the level of service required by customers. The levels 
of service are related to volumes of demand, infrastructure capacity, and customer service. A 
cost-of-service analysis ensures that the rates yield charges that are proportional to the cost 
of providing service to each customer. 

STUDY PURPOSE 
The purpose of this study is to conduct a cost-of-service analysis that will determine rates 
that proportionally recover the costs of providing the City’s water service and sewer collection 
service. Toward that end, the cost-of-service analysis for each utility determines how much 
revenue should be generated by each component of the rate structure so that rate payers 
within each customer class are charged for their proportionate share of the cost of providing 
service on a parcel basis. The cost-of-service analysis is tailored specifically to the City’s 
customer classes and the rate structures that are appropriate for each class. 

STUDY PROCESS 
In 2023, the City contracted with HF&H to perform a cost-of-service study to set water and 
sewer rates for FY 2025-26 and FY 2029-30. A ten-year analysis provided support for long-
term planning. The primary goal of this study is to ensure that rates continue to  reflect the 
current cost of providing water and sewer service, as required by Proposition 218.  
 
A comprehensive rate study comprises three steps: 1) revenue requirement projections; 2) 
cost-of-service analysis; and 3) rate design. Revenue requirement projections identify how 
much revenue is needed from rates. The cost-of-service analysis determines how much of the 
revenue should come from the fixed and variable charges. This step also confirms the 
proportionate amount to be paid by each customer class. The final step, rate design, 
establishes the structure of the fixed service charges and the variable volume charges for 
each customer class. 
 
The water cost-of-service analysis was conducted following industry practices promulgated by 
the American Water Works Association.2 At the outset of the analysis, the types of customer 
classes were reviewed, as were the types of rate structures that are appropriate to the City’s 
customer classes.  
The sewer cost-of-service analysis was conducted following industry practices promulgated 
by the Water Environment Federation Manual of Practice No. 27, Financing and Charges for 
Sewer Systems, 2004. At the initial stages of the project, HF&H reviewed the types of 
customer classes and the types of rate structures that are appropriate to the City’s customer 
classes.  

REPORT ORGANIZATION 
The report includes both the water rates study and sewer rates study. The report is bifurcated 
to cover the analysis associated with each study. Therefore, the report is divided into four 
initial sections addressing the water rate study: Water Revenue Requirements, Water Rate 
Cost of Service Analysis, Water Rate Design, and Comparison to Water Agencies. Next, there 
are four subsequent sections addressing the sewer rate study: Sewer Revenue Requirements, 

 
 
2 Principles of Water Rates, Fees, and Charges. American Water Works Association Manual M1. 
2017.  

ATTACHMENT 5

380



 

City of West Sacramento  |  November 20, 2025  |  Page 8 of 42 
 

Sewer Rate Cost of Service Analysis, Sewer Rate Design, and Comparison to Sewer Agencies. 
Finally, the closing section is the Combined Utility Bill Impacts, which looks at the overall 
impacts to customers when both water and sewer rate adjustments are considered. 
 
A Glossary of technical terms and acronyms is provided following the Table of Contents. 
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III. Water Revenue Requirements 
The revenue requirements analysis starts by determining the FY 2025-26 revenue 
requirements based on the budgeted O&M and capital expenditures. Revenue requirements 
for each fiscal year are then projected over the Study Period. Revenue increases needed to 
cover the projected revenue requirements are then determined.  

REVENUE REQUIREMENT ASSUMPTIONS AND PROJECTIONS 
Expense projections become the revenue requirements. The City’s operating and capital 
budgets were relied on for FY 2025-26 expenses in the first-year revenue requirement. The 
operating and maintenance (O&M) expenses were projected over a ten-year period, through 
FY 2034-35, using appropriate escalation factors. Capital expenses were projected according 
to the City’s current capital improvement program (CIP). While a ten-year model was built, 
for brevity, Figure III-1 reflects the assumptions which were used to project revenue 
requirements through FY 2029-30 in order to set rates for the next five-year period. All 
assumptions were reviewed with City staff. HF&H worked with City staff to project expenses 
for additional years where approved budgets were not available. 

Figure III-1.  Projection Assumptions  

 
 

The application of these projections to O&M and capital expenses are summarized graphically 
in Figure III-2 and are described below in more detail. 

Assumptions FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
General Inflation per Budget 3.0% 3.0% 3.0% 3.0%
Salary and Wage Increases per Budget 5.0% 5.0% 5.0% 5.0%
Benefit Increases per Budget 5.0% 5.0% 5.0% 5.0%
Utility Cost Increases per Budget 4.0% 4.0% 4.0% 4.0%
Interest of Reserve Balance 1.0% 1.0% 1.0% 1.0% 1.0%
Flat Rate Meter Phase-out 0.0% 0.0% 0.0% 0.0% 0.0%
Growth in Residential Accounts 0.0% 1.0% 1.0% 1.0% 1.0%
Growth in Commercial Accounts 0.0% 1.0% 1.0% 1.0% 1.0%
Change in Water Use per Residential Customer 0.0% 1.0% 1.0% 1.0% 1.0%
Change in Water Use per Non-Residential Customer 0.0% 1.0% 1.0% 1.0% 1.0%
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Figure III-2.  Total Annual Projected Revenue Requirement for Water Enterprise 

 

O&M Expenses 
The City’s O&M expenses include salaries, benefits, materials, supplies, insurance, vehicle 
maintenance, utilities, and administrative expenses. Expense projections were calculated 
using assumptions reviewed with City staff. The City identified supplemental budget needs for 
personnel, professional services expenses, and operations and maintenance expense 
increases for both its Water Treatment and Water Distribution divisions. In FY 2026-27, the 
City budget includes $696,057 of additional Treatment expenses and $602,005 for Water 
Distribution expenses. The supplemental Water Distribution expenses were escalated through 
FY 2029-30 by a 3% inflationary factor. Water Treatment expenses for additional staff and 
O&M expenses identified in FY 2026-27 were also escalated through FY 2029-30 by a 3% 
inflationary factor. Collectively, this category represents approximately 50% of the total 
revenue requirement over the Study Period. These O&M expenses are projected to increase 
annually by an average of 11% over the five-year period (which reflects additional staff and 
inflation), averaging $12.6 million per fiscal year from FY 2025-26 through FY 2029-30. 
Individual expense line items present in both water and sewer studies were escalated by the 
same factors for consistency. 

Debt Service 
The City has existing debt service that was previously issued to fund various capital 
infrastructure improvements.  Currently, the City has $4.8 million in annual payments for 
existing obligations in FY 2025-26. These obligations include revenue bonds issued in 2017 
and 2020 and are scheduled to be paid off in 2047 and 2034, respectively. In addition, the 
Water Enterprise has a Bank of America annual lease payment of $107,262 that will be paid 
off in FY 2030-31 (outside the Study Period). 
 
To fund necessary capital improvements, the City is also planning to issue two bonds during 
the Study Period. The first bond would fund $39,000,000 in capital projects and be issued in 
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FY 2026-27. The second bond would fund $22,000,000 in capital projects and be issued in FY 
2029-30. Both bonds assume a 5% interest rate and a 30-year term. As such, the first bond 
would have an annual payment of $2,575,061 and the second bond would have an annual 
payment of $1,452,599. Note: the City is exploring other debt funding alternatives 
including grants and low interest State and Federal loans, which may reduce the 
debt service payments.  With these supplemental debt issuances, the Water Enterprise 
annual debt service payments would grow from $4.8 million to $8.8 million by FY 2029-30. 
This category of expenses accounts for approximately 29% of the total revenue requirement 
over the Study Period. 

Capital Project Costs 
This category of expenses includes only those funded through rate revenues and cash on 
hand. The cash-funded capital expenditures projections average $4,847,000 annually during 
the five-year period. In addition, $47.0 million in projects are proposed to be debt funded and 
paid for over time in the form of annual debt service (described above). Figure III-3 provides 
a detailed listing of the Water Enterprise five-year CIP. The City contemplated multiple options 
of capital improvements to determine the recommended volume of projects, cash-funded 
capital needs, and future debt issuance needs. The schedule of capital improvements reflects 
the scenario recommended by the Environment & Utilities (EU) Commission.  
 

Figure III-3.  Water Enterprise Five-Year Capital Improvement Plan 

 

RESERVES 
The City uses its reserves to stabilize rates against annual fluctuations in capital expenditures, 
variances between projected and actual water demands, and unanticipated expenditures and 
other expenditure variances. In some years, there is surplus revenue that is available to 
replenish reserves. In other years, reserves are drawn down to cover the cost of service.  

Capital Projects FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 Total
Annual Water System Repairs/Replacement Projects $2,000,000 $3,000,000 $5,000,000 $10,000,000 $20,000,000
Water Tank Cathodic Protection Assessment & Installation $500,000 $500,000
Central Water Tank Rehabilitation/Recoating $3,000,000 $3,000,000
Water Pump Stations Pump & Motor Evaluation & Rehabilitation $1,250,000 $1,250,000
High Service Manifold Repair/Replacement/Vault Installation $10,000,000 $10,000,000
Water Treatment Plant Security $500,000 $500,000
Tank Projects $2,000,000 $1,500,000 $2,000,000 $2,000,000 $7,500,000
Major Water System Emergency Repairs $600,000 $1,500,000 $1,000,000 $1,000,000 $1,000,000 $5,100,000
Process Drain Pump Station Improvements $300,000 $300,000
Sand Pump Replacements $250,000 $250,000
Tube Settler Replacements $250,000 $250,000
Westmore Oaks Neighborhood Water System Replacement Proj $500,000 $7,000,000 $7,500,000
Water Meter Upgrade and Replacement Project $1,000,000 $1,000,000 $2,000,000
WTP VFD Replacement $195,000 $195,000
Water Treatment Building & Pipe Painting $750,000 $250,000 $1,000,000
Backwash Equipment $1,000,000 $1,000,000
PSIP Tank and BPS Replacement $6,000,000 $6,000,000
Potable Well Refurbishment & Construction $1,600,000 $1,500,000 $1,500,000 $4,600,000
WTP Altitude Valve Replacement $40,000 $40,000
Water Treatment Plant-Alternative Energy/Solar Cells $3,000,000 $3,000,000
New Security Fencing for Remote Water Facility Sites $1,000,000 $500,000 $500,000 $500,000 $2,500,000
Total Capital Projects $6,140,000 $25,845,000 $15,000,000 $16,000,000 $13,500,000 $76,485,000

Total Debt-Funded Capital Projects $0 $19,000,000 $10,000,000 $10,000,000 $8,000,000 $47,000,000

Net Cash-Funded Capital Projects $6,140,000 $6,845,000 $5,000,000 $6,000,000 $5,500,000 $29,485,000
Vehicle Replacement Expenses $0 $1,500,000 $1,500,000 $1,500,000 $1,500,000 $6,000,000
(Less) Impact Fee Revenues ($2,250,000) ($2,250,000) ($2,250,000) ($2,250,000) ($2,250,000) ($11,250,000)
Net Capital Projects $3,890,000 $6,095,000 $4,250,000 $5,250,000 $4,750,000 $24,235,000

5-Year Average Annual Cash-funded Capital Projects $4,847,000
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Reserves are required to stabilize rates and to provide for contingencies. Reserves can be 
drawn on in years when the City’s Water Enterprise Fund experiences above average costs 
and augmented during years when costs are below average. The City’s reserves are used for 
operating and capital purposes. Each of these purposes has its own requirements that lead to 
a minimum and optimum target balance.  Rates must be set so that the fund balance achieves 
the target balance.  

Operating Reserve 
The operating component of the reserves provides working capital for month-to-month O&M 
expenditures.  With sufficient working capital, the City can operate without cash flow 
constraints. The City’s approved reserve policy is 180 days (50% of annual) operating 
expenses. Staff is proposing a change to this policy to require a minimum of 90 days of 
operating expenses, or 25% of annual operating expenses. The City’s Reserves should never 
drop below this minimum balance. 

Capital Reserve 
The capital improvement component of the reserves provides working capital for the City’s 
capital improvement program. The fund balance needs to be sufficient to at least pay 
contractors without delays caused by cash flow limitations. The fund balance can be larger so 
that the City can fund larger construction projects on a pay-as-you-go basis, thereby 
eliminating financing costs. The City’s current policy requires one-year of average capital 
spend to be placed in a capital reserve. However; that amount is increasing significantly with 
this five-year model, and to avoid placing undue burden on rates, staff is instead proposing a 
target reserve for the total fund balance of the City’s operating and capital reserves of 180 
days of operating expenses, or 50% of annual operating expenses.  

Proposed Reserve Policy Changes 
The City is proposing to reduce both the minimum and target balances policies, as well as to 
eliminate the separate capital reserve. Thus, the operating reserve minimum balance would 
decrease from 50% to 25% of annual operating expenses. The target balance would be 
revised to a figure equal to 50% of annual operating expenses. In other words, the City’s 
current minimum balance would become the new threshold for the target balance. These 
proposed changes are in line with industry best practices for utility reserves. These proposed 
minimum and target balance policies are reflected in Figure III-6.  

REVENUE INCREASES 
Rates are set to generate sufficient revenue to cover annual expenses. In addition, rates are 
set to maintain adequate reserves. Figure III-4 summarizes the projected revenue from 
current rates, projected revenue at proposed rates, annual revenue requirements, and the 
annual surplus or shortfalls with and without the proposed rate increases.  
 
The proposed revenue increases serve to decrease the projected shortfalls facing the City. In 
addition, rates are not the only funding source. The City projects to receive $2.25 million in 
impact fee revenues each year to offset the cost of capital. When added to line h in Figure 
III-4, these supplemental revenues mitigate the rate revenue shortfall each year. This allows 
the rate increases proposed to decrease incrementally over the five-year period. 
 
The specific rates, which generate the total revenue at proposed rates, are derived in Section 
V. With those rate increases, the City is able to pay for its annual O&M and capital expenses 
and maintain adequate reserves, as further discussed below. 
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Figure III-4.  Rate Increase Calculations 

 
Note: City is projected to collect $2.25 million annually in impact fee revenues to offset shortfalls 
projected in line h. 

DEBT SERVICE COVERAGE 
Figure III-5 shows the debt service coverage provided by the revenue increases in Figure 
3-4. The City is required to maintain a minimum coverage ratio of 1.35. A higher ratio 
provides a greater margin of safety to bondholders and enhances the credit rating on bonds. 
Moreover, a higher credit rating benefits ratepayers by reducing the cost of future borrowing, 
if needed.  

Figure III-5.  City Debt Coverage Ratio Calculations (with rate adjustments) 

 
Note: Revenue sources include water rate revenues, non-operating revenues, and investment interest. 

RESERVE FUND BALANCE 
Figure III-6 shows the annual fluctuations (solid, dark, green line) in the fund balance that 
are caused by the differences between the revenue requirement and revenue from rates with 
the rate increases; the dashed green line is the projected fund balance without rate increases. 
The revenue and rate increases in Figure III-4 were derived to balance increasing rates 
while maintaining a level of reserves that continues to meet the City’s reserve target (blue 
line) through FY 2029-30.  
 
The five-year projection in Figure III-6 demonstrates the use of reserves over the Study 
Period as expense projections outpace revenue increases. The City is using both reserves and 
rate increases to address the Water Enterprise revenue requirement. Consequently, reserves 
project to decline through FY 2026-27, despite larger revenue increases. Thereafter, the 
cumulative nature of the multiple years of rate increases will help stabilize the reserve fund 
balance from FY 2027-28 through FY 2029-30, such that the fund balance decreases more 
gradually. By FY 2029-30, the reserve fund balance will meet the City’s reserve target line. In 
contrast, the dashed green line, reflects the projected fund balance without rate increases, 
and the year-end fund balance of $10.3 million in FY 2024-25 is projected to drop below the 
City’s Minimum Reserve by the end of FY 2026-27 and be fully depleted before the end of FY 
2027-28.  

FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Revenue from Current Rates a $16,865,742 $17,034,400 $17,204,744 $17,376,791 $17,550,559

Revenue Requirement b $19,673,226 $24,316,453 $25,382,501 $26,987,305 $29,323,264
Non-Operating Revenue c ($375,525) ($386,791) ($398,394) ($410,346) ($422,657)
Transfer to Reserves d $941,190 $0 $0 $0 $0
Net Revenue Requirement e $20,238,891 $23,929,662 $24,984,107 $26,576,959 $28,900,608

Surplus/(Shortfall) - Without Rate Incr f = a-e ($3,373,148) ($6,895,262) ($7,779,363) ($9,200,167) ($11,350,048)

Revenue at Proposed Rates g $17,709,030 $21,974,376 $24,454,823 $26,054,240 $27,630,521
Surplus/(Shortfall) - With Rate Incr h=g-a ($2,529,861) ($1,955,286) ($529,284) ($522,719) ($1,270,086)

FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Revenue Sources $18,184,389 $22,444,685 $24,925,268 $26,538,597 $28,126,965
Operating Expenses ($9,999,361) ($11,698,644) ($12,838,780) ($13,950,644) ($14,528,241)
Net Revenue $8,185,028 $10,746,041 $12,086,488 $12,587,953 $13,598,724
Debt Service $4,826,865 $7,398,809 $7,393,721 $7,386,661 $8,845,023
Debt Coverage Ratio 1.70 1.45 1.63 1.70 1.54
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Figure III-6.  Water Enterprise Fund Balance Projection 

 
Note: Minimum and target balances are proposed policies. 
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IV. Water Rate Cost of Service Analysis 

METHODOLOGY 
The revenue requirement analysis establishes how much revenue is required from rates. The 
next step in the analysis is determining the cost of service. Cost-of-service analysis is used 
to derive rates that proportionally allocate the cost of service. The cost-of-service analysis 
performed in this study follows a procedure described by the AWWA, which is referred to as 
the “base/extra capacity method.”  This method allocates the revenue requirements to the 
components of the rate structure. 
 
A cost-of-service analysis determines the unit cost of the services provided to the City’s water 
customers.  Each customer class is charged the same unit cost for its share of the services 
that it requires.  In this way, the total revenue requirement is proportioned between the 
Service Charges and the Commodity Charges. This methodology is consistent with industry 
standards promulgated by the American Water Works Association and referred to as the 
“base/extra capacity method.” 
 
The City provides demand services and customer services to water customers. Demand 
services include the costs related to meeting average and peak levels of demand. Customer 
services include the costs related to customer accounts and the capacity that customers 
require. 
 
The analytical procedure contains the following steps:   
 

1. Cost classification - Costs in the FY 2025-26 revenue requirement are classified into 
the service categories related to providing for customer demands and for customer 
service.  FY 2025-26 costs are used for the cost-of-service analysis because they are 
the most recent budget year.  
 

2. Cost allocation - The classified costs are allocated to the functions associated with each 
service.  For demand services, the functions are levels of service that comprise average 
day, maximum day, and maximum hour demands.  For customer services, the 
functions are customer accounts and customer capacity. 

 
The classifications of major costs are summarized as follows:   
 
Demand services 

• Commodity: all costs borne by the City to support water demand are captured in this 
classification, regardless of the level of demand placed on the system. 

 
Customer services  

• Accounts: meter reading, billing, accounting, customer service, fire services.  
• Capacity: a portion of distribution storage, distribution mains to customers, hydrants, 

conservation programs.   
• Composite services: Indirect allocations for costs that are not directly related to either 

the demand or customer service functions: reserve transfers, debt service. 
 
Working with City staff, the individual line items in the revenue requirements were classified 
into either the demand or customer service categories.  Certain costs, however, are not 
directly related to either demand or customer services.  Such costs are considered to be 
composite in function and are allocated based on a composite of the direct allocations to the 
demand and customer service categories. 
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CUSTOMER CLASSES 
The cost-of-service analysis distributes the revenue requirements among customer classes in 
proportion to their service requirements. There is no industry standard that specifies which 
customer classes should be used. The law allows utilities to exercise discretion in determining 
the appropriate customer classes provided the rates yield charges that are proportional to the 
cost of providing service for each category. As a result, the base/extra capacity method needs 
to be tailored to the customer classes.  
 
The City currently has multiple customer classes: Metered Water customers and Flat Rate 
customers. These classes were last reviewed as part of the previous cost-of-service study in 
2016. The division of separate customer classes captures those customers who receive water 
service through a meter and those customers who are not metered. The City is working 
actively to install meters for all parcels in order to comply with California Water Code. No 
revisions to the number of types of customer classes are recommended at this time. Once all 
customers served by the City are metered, these classes can be re-visited. 
 
The cost allocation methodology is further discussed below. 

COST-OF-SERVICE ALLOCATIONS 
A cost-of-service analysis is a process of determining how much services cost for each 
customer class. To provide water service, infrastructure must be constructed, operated, and 
maintained, which must be paid for from cash or debt. The type and size of infrastructure 
depends on how much service customers require. Water systems are designed to provide 
sufficient capacity to meet customer demands for service wherever, whenever, and for as long 
as demanded.  
 
Although each customer places unique demands on the system, water system design is based 
on the maximum or peak demand for service placed on the system by all customers during 
the peak demand period. The size of the infrastructure that is needed will depend on the 
maximum demand. Higher demands will require larger, more costly infrastructure as well as 
increased operating and O&M costs. The goal of a cost-of-service analysis is to allocate the 
cost of the capacity to meet the peak demand in proportion to how much of the capacity is 
required by each customer. The proportions correspond to the maximum amount of capacity 
provided by the infrastructure. This means that customers that place greater demands on the 
infrastructure – customers with greater service needs will be apportioned a greater share of 
the operating and capital costs of the infrastructure required to meet that demand. 
 
Figure IV-1 allocates the FY 2025-26 revenue requirement between the demand services 
(i.e. commodity) and customer service functions. Figure IV-2 summarizes the percentage 
allocations used in apportioning the revenue requirement. A discussion of the methodology 
behind the allocation of costs follows. 
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Figure IV-1.  Allocation of FY 2025-26 Revenue Requirement 

 

Cost of Service Allocations and Allocation Factors 
The allocation factors in Figure IV-2 were used to apportion the City customers’ allocation 
of costs in Figure IV-1. Figure IV-2 includes the demand service level allocation, listed as 
Commodity Charge, in addition to Customer Service and Composite allocations. The expenses 
that are allocated to the Demand Service Levels are recovered from the City’s Commodity 
Charges. The Customer Service factors are either 100% customer service or 100% capacity 
allocations. The O&M Composite and Expenses Composite allocations are based on the 
subtotals of the O&M and capital costs that were directly allocated to either the demand or 
customer service categories.  
 

Figure IV-2.  Cost-of-Service Allocation Factors 

 
 

FY 2025-26 Allocation Commodity Service Charge
Revenue Requirement Factor Charge Services Capacity

O&M Expenses
Water Treatment $4,665,710 Commodity $4,665,710 $0 $0
Water Distribution $2,893,962 Commodity $2,893,962 $0 $0
Water Backflow Prevention $410,614 Services $0 $410,614 $0
Water Conservation $451,553 Commodity $451,553 $0 $0

Total Allocable O&M $8,421,839 $8,011,225 $410,614 $0
O&M Composite 95.1% 4.9% 0.0%

Debt Service $4,826,865 Capacity $0 $0 $4,826,865

Capital Expenses (PayGo) $4,847,000 Capacity $0 $0 $4,847,000

Subtotal - O&M and Capital $18,095,704 $8,011,225 $410,614 $9,673,865
Expense Composite 44.3% 2.3% 53.5%

Water Administration $470,903 Exp Composite $208,475 $10,685 $251,742

Subtotal O&M, Capital, Administration $18,566,607 $8,219,700 $421,300 $9,925,607

Non-Operating Revenue ($375,525) O&M Composite ($357,216) ($18,309) $0

Transfers to/(from) Op Reserves $2,047,809 Exp Composite $906,594 $46,467 $1,094,748

Total Revenue Requirement $20,238,891 $8,769,078 $449,458 $11,020,355
% of total revenue requirement 43.3% 56.7%

Commodity Charge COS Service Charge COS

Customer Services
Commodity Capacity

System-Wide Cost Allocation Facto Charge Services Charge Total
Demand Services

Commodity 100.0% 0.0% 0.0% 100.0%
Customer Services

Capacity 0.0% 0.0% 100.0% 100.0%
Services 0.0% 100.0% 0.0% 100.0%

Composite Allocations
O&M Composite 95.1% 4.9% 0.0% 100.0%
Exp Composite 44.3% 2.3% 53.5% 100.0%
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Figure IV-3 summarizes the overall shift in revenues from the Commodity Charge revenues 
to the Service Charge revenues to align with the cost-of-service. The exercise performed 
indicates the proportion of Service Charge revenues will increase from 44.9% to 53.4% of 
total rate revenues, while the share of Commodity Charge revenues will increase from 55.1% 
to 46.6%. Debt service and capital expenditure allocations to capacity in Figure IV-1 are 
leading to an increased share of overall Service Charge revenues. All customers will contribute 
to funding the capital improvements funded through this rate study, whether through debt 
service or out-of-pocket expenses. With the allocation to capacity for these revenue 
requirement categories, the share of funding these capital improvements is proportional to 
the size of the meter serving a parcel. 
 
Rates need to be designed to generate each class’s share of the revenue requirement related 
to commodity charges. The next section provides the recommended modifications to the 
Service Charge and Commodity Charges needed to meet the cost of service. 
 

Figure IV-3.  Cost-of-Service Revenue Summary 

 
 

  

Components of Rate Structure
Single Family Residential
Commodity Charge Revenue $4,684,778 47.6% $4,751,571 38.9% $66,794 1.4%
Service Charge Revenue $5,159,620 52.4% $7,454,774 61.1% $2,295,153 44.5%

Subtotal - SFR $9,844,398 100.0% $12,206,345 100.0% $2,361,947 24.0%
Commercial
Commodity Charge Revenue $4,611,683 65.7% $4,677,435 58.2% $65,752 1.4%
Meter Charge Revenue $2,409,662 34.3% $3,355,111 41.8% $945,450 39.2%

Subtotal - Commercial $7,021,345 100.0% $8,032,546 100.0% $1,011,201 14.4%
Total
Commodity Charge Revenue $9,296,461 55.1% $9,429,006 46.6% $132,545 1.4%
Service Charge Revenue $7,569,282 44.9% $10,809,885 53.4% $3,240,603 42.8%

Total $16,865,742 100.0% $20,238,891 100.0% $3,373,148 20.0%

Revenue at FY 2025-26 Difference
Current Rates Cost of Service COS Minus Current
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V. Water Rate Design 
The City has historically charged water customers the combination of a fixed Service Charge 
and a variable Commodity Charge based on metered water use. As previously discussed, this 
is a common set of charges that is prevalent throughout the water industry. This section 
explains the derivation of the Commodity and Service Charge rates that reflect the projected 
cost of service. 

CURRENT RATES 
The City’s current water rate structure is composed of two components: Service Charges and 
Commodity Charges.  

Current Service Charges 
The Service Charges are fixed rates that are charged on a fixed rate graduated in proportion 
to the capacity of the service provided for all customers. All customers are billed on a monthly 
basis. Figures V-1 summarizes the current Service Charges, which were last increased on 
July 1, 2021. 
 

Figure V-1.  Current Service Charges 

 
 

Current Commodity Charges 
Commodity Charges are the product of rates per unit of metered water use multiplied times 
the metered water use during the monthly billing period. Water is metered in “units” of HCF 
of metered water use, whereby one unit or HCF equals 748 gallons. Commodity Charges are 
charged to all metered water customers. Figure V-2 reflects the current Commodity Charge 
rates. 
 
All components of the rate structure were reviewed, including the composition of the customer 
classes, the structures of the Service Charges, and Commodity Charges. 
 

Figure V-2.  Current Commodity Charges 

 

Monthly Service Charges
FY 2025-26

Meter Size Current Rates
up to 3/4" Meters $24.61
1" Meters $40.98
1.5" Meters $81.78
2" Meters $131.02
3" Meters $262.13
4" Meters $409.61
6" Meters $818.94
8" Meters $1,310.45
10" Meters $1,883.65

Commodity Charge (per hcf)
Monthly Use Current Rates

Metered Accounts
All Water Use $2.43
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SERVICE CHARGE DESIGN 
Service Charges are fixed rates that are billed each billing period to recover the cost of the 
service functions. The cost-of-service analysis determined how much of the revenue 
requirement is attributable to the customer service function. The function has two components 
– customer services (meters) and customer capacity – each of which is itemized in the cost-
of-service analyses in Figure IV-1. Costs attributable to customer services are allocated to 
customers in proportion to the number of meters. Costs attributable to customer capacity are 
allocated to customers in proportion to the capacity of their services. The sum of the two 
components equals the Service Charge rate per connection. 
 
Figure V-3 lists the units of service corresponding to each of the cost components. Capacity 
costs associated with the water system are apportioned among the connections in proportion 
to the capacity associated with each connection. Connections are converted to Equivalent 
Meter Units (EMU’s) to apportion the customer capacity cost component. An EMU represents 
the number of 3/4-inch meters to which a larger meter is equivalent. For example, a 2-inch 
meter provides 5.33 times as much capacity as a 3/4-inch meter. The capacity multipliers are 
based on the industry standard meter nominal capacity ratings, confirm with the City. There 
are 25,652 total EMUs. In effect, the 16,177 services of assorted sizes have the equivalent 
capacity as 25,652 3/4-inch meters. Specifically, there are 16,177 meters providing 26,562 
total EMUs of capacity for City customers. 
 

Figure V-3.  Service Charge Units of Service 

 
Note: Capacity multiplier assumes 3/4” meter = 1 EMU = 30 gallons per minute. 

 

Figure V-4 derives the unit costs for the customer service and customer capacity cost 
components for City customers. Each service is allocated $2.19 per month for the customer 
service cost component. That amount represents the costs the City incurs to maintain each 
meter regardless of the capacity of the service (e.g., customer billing, administration 
overhead). Each service is also allocated $33.74 per monthly period per EMU. That amount 
represents a portion of the cost of providing water system capacity for each meter, and 
increases based on the capacity of the meter.  

 

Service Service Meter Capacity
Size Services Ratings (gpm) Multiplier EMUs

a b c = b ÷ 30 a * c
up to 3/4" Meters 10,168 30 1.00 10,168
1" Meters 4,862 50 1.67 8,103
1 1 /2" Meters 373 100 3.33 1,243
2" Meters 642 160 5.33 3,424
3" Meters 15 320 10.67 160
4" Meters 87 500 16.67 1,450
6" Meters 26 1,000 33.33 867
8" Meters 3 1,600 53.33 160
10" Meters 1 2,300 76.67 77

Total Services 16,177 Total EMUs 25,652
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Figure V-4.  Service Charge Unit Costs 

 

Figure V-5 combines the customer service and capacity components into a single Service 
Charge for each size of service and compares proposed rates to the current rates.  
 

Figure V-5.  Proposed Bi-Monthly Service Charge Rates – FY 2025-26 

 
Note: Rounding differences caused by stored values in electronic models may exist. 

With the proposed rates, all meter sizes would see an increase. The increase in rates reflects 
the 42.8% increase to Service Charge revenues to be collected from all customers (see Figure 
IV-3). The proposed rates reflect the proportional change of fixed service charges such that 
the capacity portion of each charge is significantly more than the service portion of each 
charge. 
 
Figure V-6 shows the proposed five-year schedule of Service Charge rates.  

FY 2025-26 Customer Customer
City Service Capacity

Service Expenses Component Component
Cost Allocation $424,627 $10,385,258

Units of Service 16,177         25,652         
Services EMUs

Annual Unit Cost $26.25 $404.85
Monthly Unit Cost $2.19 $33.74

per Service per EMU

Service COS Total   
Service % of Component Capacity Capacity Service Charges Current $

Size Meters ($/mo.) $/EMU Multiplier Total ($/mo.) Charge Difference
a b c d = b * c e = a + d f g = e - f

up to 3/4" Meters 62.9% $2.19 $33.74 1.00 $33.74 $35.93 $24.61 $11.32
1" Meters 30.1% $2.19 $33.74 1.67 $56.23 $58.42 $40.98 $17.44
1 1 /2" Meters 2.3% $2.19 $33.74 3.33 $112.46 $114.65 $81.78 $32.87
2" Meters 4.0% $2.19 $33.74 5.33 $179.93 $182.12 $131.02 $51.10
3" Meters 0.1% $2.19 $33.74 10.67 $359.87 $362.06 $262.13 $99.93
4" Meters 0.5% $2.19 $33.74 16.67 $562.29 $564.48 $409.61 $154.87
6" Meters 0.2% $2.19 $33.74 33.33 $1,124.59 $1,126.78 $818.94 $307.84
8" Meters 0.0% $2.19 $33.74 53.33 $1,799.34 $1,801.53 $1,310.45 $491.08
10" Meters 0.0% $2.19 $33.74 76.67 $2,586.55 $2,588.74 $1,883.65 $705.09

Capacity Component
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Figure V-6.  Current and Proposed Service Charge Rates 

 

COMMODITY CHARGE DESIGN 
All customers pay a uniform Commodity Charge rate under the City’s existing rates. The 
proposed adjustment for FY 2025-26 is intended to increase the uniform rate to re-align with 
the cost of service. Figure V-7 derives the uniform Commodity Charge for all customers. The 
proposed Commodity Charge rate will increase 1.2%, or $0.03 per HCF, from current rates.  
 

Figure V-7.  Calculation of Commercial/Multi Family Uniform Commodity Charges 

 

Commodity Charges Summary 
The five-year schedule of proposed Commodity Charge rates is shown in Figure V-8. After 
rates are revised to meet the cost-of-service in FY 2025-26, all rates will increase uniformly 
by 15%, 6%, 5%, and 5%, respectively, each of the next four fiscal years. 
 

Figure V-8.  Current and Proposed Commodity Charge Rates 

 

  

Monthly Service Charges    
Current FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Rates eff. 4/1/2026 eff. 1/1/2027 eff. 1/1/2028 eff. 1/1/2029 eff. 1/1/2030

Meter Size rate increases: varies 15.0% 6.0% 5.0% 5.0%
up to 3/4" Meters $24.61 $35.93 $38.09 $39.99 $41.99 $44.09
1" Meters $40.98 $58.42 $61.93 $65.03 $68.28 $71.69
1.5" Meters $81.78 $114.65 $121.53 $127.61 $133.99 $140.69
2" Meters $131.02 $182.12 $193.05 $202.70 $212.84 $223.48
3" Meters $262.13 $362.06 $383.78 $402.97 $423.12 $444.28
4" Meters $409.61 $564.48 $598.35 $628.27 $659.68 $692.66
6" Meters $818.94 $1,126.78 $1,194.39 $1,254.11 $1,316.82 $1,382.66
8" Meters $1,310.45 $1,801.53 $1,909.62 $2,005.10 $2,105.36 $2,210.63
10" Meters $1,883.65 $2,588.74 $2,744.06 $2,881.26 $3,025.32 $3,176.59

All Customers
Grand Total Consumption Charge COS $9,429,006
Annual water use (hcf) 1,897,812
Unit Rate per hcf $2.46

Commodity Charge (per hcf)
Current Rates FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30

Rates eff. 4/1/2026 eff. 1/1/2027 eff. 1/1/2028 eff. 1/1/2029 eff. 1/1/2030
Monthly Use rate increase: 1.2% 15.0% 6.0% 5.0% 5.0%

Metered Accounts
All Water Use $2.43 $2.46 $2.83 $3.00 $3.15 $3.31
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VI. Water Bill Impacts 
In the previous section, the Service Charge and Commodity Charge structures were compared 
for the current and proposed rates. A further understanding of the differences between the 
two structures can be gained by comparing bills based on both rate structures. 

BILL COMPARISION 

Single Family Residential Bills Under Proposed Rates (eff. 4/1/2026) 
Customers pay the sum of the Service Charge corresponding to the capacity of their service 
plus a Commodity Charge for water use during the billing period. 

Figure VI-1 provides perspective on the impact of the proposed (light blue line) and current 
rates (dark blue line). This graph plots bills across a range of water use. Customers can expect 
an increase at all levels of water use as both the fixed service charge and commodity rate for 
water use would increase under the proposed rates. The lines appear to be parallel which 
reflects that all customers with a 3/4-inch meter would see an increase of $11.32 for the fixed 
service charge and in addition, would see an increase of $0.03 per HCF of water use. 

Figure VI-1. Single Family Residential Bill Comparison 

 

 

Neighboring Agency Comparison 
The bill for common water use by a Single Family household in West Sacramento was 
compared to a water bill subject to neighboring agency rates in Figure VI-2. For a monthly 
comparison, the average monthly water use of 11 HCF was used to calculate the Commodity 
Charge. The Service Charge reflects the monthly fixed charge assessed to a customer with a 
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3/4 -inch meter. With the recommend increases, the customer bill for common water use 
increases slightly among neighboring agencies. 

Figure VI-2. Single Family Residential Monthly Water Bill Survey 

 
Note: Service charge represented by darker shaded portion of each bill. Commodity charge represented 
by lighter shaded portion of each bill. 
¹Service Charge reflects rates for smallest meter size available which is larger than larger a 3/4-inch 
meter. 

Commercial Bills Under Proposed Rates (eff. 4/1/2026) 
Commercial bills will increase proportionately to the level of water use. At lower levels of 
water use, bills benefit due to the reduced Service Charge. Figure VI-3 provides specific bill 
impacts by incremental water use and meter size. 
 

Figure VI-3. Sample Commercial Bill Impacts by Meter Size and Water Use 

 
Note: Proposed rates shown would be effective 4/1/2026 

  

1" Meter 2" Meter 4" Meter
Bill with Bill with Bill with

Water Use Current Proposed Monthly Current Proposed Monthly Current Proposed Monthly
(HCF) Bill Rates Increase Bill Rates Increase Bill Rates Increase

0 $40.98 $58.42 $17.44 $131.02 $182.12 $51.10 $409.61 $564.48 $154.87
10 $65.28 $83.02 $17.74 $155.32 $206.72 $51.40 $433.91 $589.08 $155.17
20 $89.58 $107.62 $18.04 $179.62 $231.32 $51.70 $458.21 $613.68 $155.47
30 $113.88 $132.22 $18.34 $203.92 $255.92 $52.00 $482.51 $638.28 $155.77
40 $138.18 $156.82 $18.64 $228.22 $280.52 $52.30 $506.81 $662.88 $156.07
50 $162.48 $181.42 $18.94 $252.52 $305.12 $52.60 $531.11 $687.48 $156.37
100 $283.98 $304.42 $20.44 $374.02 $428.12 $54.10 $652.61 $810.48 $157.87
200 $526.98 $550.42 $23.44 $617.02 $674.12 $57.10 $895.61 $1,056.48 $160.87
300 $769.98 $796.42 $26.44 $860.02 $920.12 $60.10 $1,138.61 $1,302.48 $163.87
400 $1,012.98 $1,042.42 $29.44 $1,103.02 $1,166.12 $63.10 $1,381.61 $1,548.48 $166.87
500 $1,255.98 $1,288.42 $32.44 $1,346.02 $1,412.12 $66.10 $1,624.61 $1,794.48 $169.87
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VII. Sewer Revenue Requirements 
A spreadsheet model was developed to derive revenue requirements for a ten-year planning 
period, FY 2025-26 through FY 2033-34.  The revenue requirements represent the costs that 
must be covered by revenue from rates and other sources.  The City’s budget for FY 2025-26 
served as the starting point for projecting the City’s expenses and revenues.  The escalation 
factors summarized in Figure VII-1 were incorporated in the model for projecting expenses 
and revenues for the duration of the Study Period. For brevity, only the first five years of 
modeling assumptions are shown. Factors driving these annual increases are discussed in 
more detail following Figure VII-2. 

Figure VII-1.  Key Modeling Assumptions 

 

The application of these projections to O&M and capital expenses are summarized graphically 
in Figure VII-2 and are described below in more detail. 

O&M Expenses 
The City’s Collection System O&M expenses include salaries, benefits, materials, supplies, 
insurance, vehicle maintenance, utilities, and administrative expenses. Expense projections 
were calculated using assumptions reviewed with City staff. The City identified supplemental 
budget needs for personnel and operations and maintenance expense increases for its 
collection system. In FY 2026-27, the City budget includes $591,169 of additional expenses. 
Of this amount, $123,717 are attributable to annual operations and maintenance expenses 
increases and were escalated through FY 2029-30 by a 3% inflationary factor. The City’s 
additional headcount requires a supplemental budget of $467,452 in FY 2026-27 and this will 
increase to $1,328,493 by FY 2029-30. 
 
Collectively, this category represents approximately 46% of the total revenue requirement 
over the Study Period. These O&M expenses are projected to increase annually by an average 
of 15% over the five-year period, averaging $2.4 million per fiscal year from FY 2025-26 
through FY 2029-30. No additional headcount in staffing is assumed during the five-year rate 
setting period. 

Assumptions FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
General Inflation Per Budget 3.0% 3.0% 3.0% 3.0%
Salary and Wage Increases Per Budget 5.0% 5.0% 5.0% 5.0%
Benefit Increases Per Budget 5.0% 5.0% 5.0% 5.0%
Utility Cost Increases Per Budget 4.0% 4.0% 4.0% 4.0%
Interest of Reserve Balance 1.0% 1.0% 1.0% 1.0% 1.0%
Growth in Residential Accounts Per Budget 1.0% 1.0% 1.0% 1.0%
Growth in Commercial Accounts Per Budget 1.0% 1.0% 1.0% 1.0%
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Figure VII-2.  Total Annual Projected Revenue Requirements for Sewer Enterprise 

 

Debt Service 
The City has existing debt service that was previously issued to fund various capital 
infrastructure improvements. Currently, the City makes annual payments of approximately 
$483,000 toward a revenue bond issued in 2017 that will continue through FY 2034-35. In 
addition, the City has a note payment of $90,956 per year, which shall be paid off in FY 2025-
26. 
 
To fund necessary capital improvements, the City is also planning to issue two bonds during 
the Study Period. The first bond would fund $21,000,000 in capital projects and be issued in 
FY 2026-27. The second bond would fund $14,000,000 in capital projects and be issued in FY 
2029-30. Both bonds assume a 5% interest rate and a 30-year term. As such, the first bond 
would have an annual payment of $1,386,571 and the second bond would have an annual 
payment of $924,381. Note: the City is exploring other debt funding alternatives 
including grants and low interest State and Federal loans, which may reduce the 
debt service payments.  With these supplemental debt issuances, the Water Enterprise 
annual debt service payments would grow from $0.6 million to $2.8 million by FY 2029-30. 
This category of expenses accounts for approximately 17% of the total revenue requirement 
over the Study Period. 

Capital Project Costs 
This category of expenses includes only those projects funded through rate revenues and cash 
on-hand. The capital expenditures projections average $3,225,000 annually during the five-
year period. In addition, $47.0 million in projects are proposed to be debt funded and paid 
for over time in the form of annual debt service (described above). Figure VII-3 provides a 
detailed listing of the Water Enterprise five-year CIP. The City contemplated multiple options 
of capital improvements to determine the recommended volume of projects, cash-funded 
capital needs, and future debt issuance needs. The schedule of capital improvements reflects 
the scenario recommended by the EU Commission.  
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Figure VII-3.  Sewer Five-Year Capital Improvement Plan 

 

RESERVES 
The City uses its reserves to stabilize rates against annual fluctuations in capital expenditures, 
variances between projected and actual water demands, and unanticipated expenditures and 
other expenditure variances. In some years, there is surplus revenue that is available to 
replenish reserves. In other years, reserves are drawn down to cover the cost of service.  

Reserves are required to stabilize rates and to provide for contingencies. Reserves can be 
drawn on in years when the City’s Sewer Enterprise Fund experiences above average costs 
and augmented during years when costs are below average. The City’s reserves are used for 
operating and capital purposes. Each of these purposes has its own requirements that lead to 
a minimum and optimum target balance.  Note, the types of reserves held by the Sewer 
Enterprise mirror the reserves held by the Water Enterprise, including the target balance.  

Rates must be set so that the fund balance achieves the target balance.  

Operating Reserve 
The operating component of the reserves provides working capital for month-to-month O&M 
expenditures.  With sufficient working capital, the City can operate without cash flow 
constraints. The City’s approved reserve policy is 180 days of operating expenses, or 50% of 
annual operating expenses. The City’s Reserves should never drop below this minimum 
balance. 

Capital Reserve 
The capital improvement component of the reserves provides working capital for the City’s 
capital improvement program. The fund balance needs to be sufficient to at least pay 
contractors without delays caused by cash flow limitations. The fund balance can be larger so 
that the City can fund larger construction projects on a pay-as-you-go basis, thereby 
eliminating financing costs. The City’s approved policy is one-year of average annual capital 
expenditures. The current target reserve for the total fund balance of the City’s operating and 
capital reserves is the sum of  50% of annual operating expenses plus one-year of average 
annual capital expenditures.  

Proposed Reserve Policy Changes 
The City is proposing to reduce both the minimum and target balances policies, as well as to 
eliminate the separate capital reserve. Thus, the operating reserve minimum balance would 

Capital Projects FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 Total
South Lift Station Rehabilitation Project $8,500,000 $8,500,000
Westmore Oaks Sewer Rehabilitation Project $6,000,000 $6,000,000
Bryte Lift Station Sewer Rehabilitation Project $1,500,000 $8,000,000 $9,500,000
Major Sewer System Repairs (Mainline) $250,000 $250,000 $8,000,000 $7,500,000 $16,000,000
Yearly Reoccuring Emergency Sewer Fund $250,000 $250,000 $250,000 $500,000 $500,000 $1,750,000
GIS Utility Infrastructure Surveying And Mapping $250,000 $250,000
Total Capital Projects $2,000,000 $9,000,000 $14,500,000 $8,500,000 $8,000,000 $42,000,000

Total Debt-Funded Capital Projects $0 $5,000,000 $11,000,000 $5,000,000 $5,000,000 $26,000,000

Net Cash-Funded Capital Projects $2,000,000 $4,000,000 $3,500,000 $3,500,000 $3,000,000 $16,000,000
Vehicle Replacement Expenses $0 $1,000,000 $1,000,000 $1,000,000 $1,000,000 $4,000,000
(Less) Impact Fee Revenues ($775,000) ($775,000) ($775,000) ($775,000) ($775,000) ($3,875,000)
Net Capital Projects $1,225,000 $4,225,000 $3,725,000 $3,725,000 $3,225,000 $16,125,000

5-Year Average Annual Cash-funded Capital Projects $3,225,000
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decrease from 50% to 25% of annual operating expenses. The target balance would be 
revised to a figure equal to 50% of annual operating expenses. In other words, the City’s 
current minimum balance would become the new threshold for the target balance. These 
proposed minimum and target balance policies are reflected in Figure VII-6.  

REVENUE INCREASES 
Rates are set to generate sufficient revenue to cover annual expenses. In addition, rates are 
set to maintain adequate reserves. Figure VII-4 summarizes the projected revenue from 
current rates, projected revenue at proposed rates, annual revenue requirements, and the 
annual surplus or shortfalls with and without the proposed rate increases.  
 

Figure VII-4.  Rate Increase Calculations 

 

Rate increases account for rate revenue and future revenue requirements. As shown in Figure 
VII-4, the City is proposing a five-year schedule of increases where the change in rates year-
over-year increases less over time as the compounding nature of rate increases allows the 
City to increase rate by smaller percentages each year. The revenue requirement (shown in 
greater detail in Figure VII-2) increases due to increasing staffing costs, debt issuance, and 
increased capital project expenditures to address the City’s aging infrastructure. The proposed 
revenue increases serve to decrease the projected shortfalls facing the City. 

In addition, rates are not the only funding source. The City projects to receive $775 thousand 
in impact fee revenues each year to offset the cost of capital. When added to line h in Figure 
III-4, these supplemental revenues mitigate the rate revenue shortfall each year. This allows 
the rate increases proposed to decrease incrementally over the five-year period. 

The specific rates, which generate the total revenue at proposed rates, are derived in Section 
IX. With those rate increases, the City is able to pay for its annual O&M and capital expenses 
and maintain adequate reserves, as further discussed below. 

DEBT SERVICE COVERAGE 
Figure VII-5 shows the debt service coverage provided by the revenue increases in Figure 
VII-4. The City is required to maintain a minimum coverage ratio of 1.235. A higher ratio 
provides a greater margin of safety to bondholders and enhances the credit rating on bonds. 
Moreover, a higher credit rating benefits ratepayers by reducing the cost of future borrowing, 
if needed.  

FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Revenue from Current Rates a $4,400,000 $4,444,000 $4,488,440 $4,533,324 $4,578,658

Revenue Requirement $7,395,581 $9,516,279 $10,041,275 $10,245,362 $11,719,316
Non-Operating Revenue ($247,200) ($254,616) ($262,254) ($270,122) ($278,226)
Transfer from Reserves ($1,208,381) $0 $0 $0 $0
Net Revenue Requirement b $5,940,000 $9,261,663 $9,779,021 $9,975,240 $11,441,090

Surplus/(Shortfall) - Without Rate Incr c=a-b ($1,540,000) ($4,817,663) ($5,290,581) ($5,441,915) ($6,862,433)

Revenue at Proposed Rates d $4,785,000 $6,899,310 $8,861,864 $10,442,229 $11,490,828
Surplus/(Shortfall) - With Rate Incr e=d-b ($1,155,000) ($2,362,353) ($917,157) $466,990 $49,738
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Figure VII-5.  City Debt Coverage Ratio Calculations (with rate adjustments) 

 
Note: Revenue sources include sewer rate revenues, non-operating revenues, and investment interest. 

RESERVE FUND BALANCE 
Figure VII-6 shows the annual fluctuations (solid, dark, green line) in the fund balance that 
are caused by the differences between the revenue requirement and revenue from rates with 
the rate increases; the dashed green line is the projected fund balance without rate increases. 
The revenue and rate increases in Figure VII-4 were derived to balance increasing rates 
while maintaining a level of reserves that continues to meet the City’s reserve target (blue 
line) through FY 2029-30.  
 
The five-year projection in Figure III-6 demonstrates the use of reserves over the Study 
Period as expense projections outpace revenue increases. The City is using both reserves and 
rate increases to address the Sewer Enterprise revenue requirement. Consequently, reserves 
project to decline through FY 2027-28, despite larger revenue increases. Thereafter, the 
cumulative nature of the multiple years of rate increases will help stabilize the reserve fund 
balance from FY 2028-29 through FY 2029-30, such that the fund balance increases slightly. 
By FY 2029-30, the reserve fund balance will meet the City’s reserve target line. In contrast, 
the projected fund balance without rate increases, the year-end fund balance of $8.0 million 
in FY 2024-25 is projected to be fully depleted before the end of FY 2027-28.  

Figure VII-6.  Projected Year-End Fund Balance 

 
Note: Minimum and target balances are proposed policies.  

FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30

Revenue Sources $5,110,036 $7,217,743 $9,186,574 $10,777,432 $11,841,285
Operating Expenses ($3,598,030) ($4,331,158) ($4,946,510) ($5,150,397) ($5,700,170)
Net Revenue $1,512,005 $2,886,586 $4,240,063 $5,627,035 $6,141,114
Debt Service $572,550 $1,960,122 $1,869,765 $1,869,965 $2,794,146
Debt Coverage Ratio 2.64 1.47 2.27 3.01 2.20
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VIII. Sewer Rate Cost of Service Analysis 

METHODOLOGY 
The revenue requirement analysis establishes how much revenue is required from rates. The 
next step in the analysis is determining the cost of service. Cost-of-service analysis is used 
to derive rates that proportionally allocate the cost of service. This is achieved by allocating 
the revenue requirements to the components of the rate structure. 
 
A cost-of-service analysis determines how much each customer and customer class should 
pay based on its respective share of service-related expenses and flow. The volume of sewer 
discharged influences the design of the collection and treatment systems. The cost-of-service 
analysis allocates expenses to “cost components on the basis of operating considerations or 
design capacity of each facility.” Therefore, a larger proportion of expenses associated with 
sewer flow on the sewer system are allocated to customers who place a greater burden on 
the system. 

CUSTOMER CLASSES 
The cost-of-service analysis distributes the revenue requirements among customer classes in 
proportion to their service requirements. Like water rates, there is no industry standard that 
specifies which customer classes should be used. The law allows utilities to exercise discretion 
in determining the appropriate customer classes provided the rates yield charges that are 
proportional to the cost of providing service for each category. As a result, the allocation of 
costs needs to be tailored to the customer classes.  
 
The City currently has multiple customer classes: Single Family Residential, Multi-Family 
Residential, Commercial, and Other Non-Residential. Other Non-Residential customers consist 
of accounts that are not tied to a water meter. These classes were last reviewed as part of 
the previous cost-of-service study in 2016. As stated previously in Section IV, the City is 
working actively to install water meters for all parcels in order to comply with California Water 
Code. No revisions to the number of types of customer classes are recommended at this time. 
Once an Other Non-Residential customer has a meter installed, they are charged as a 
Commercial customer and subject to those identified sewer rates. 

COST-OF-SERVICE ALLOCATIONS 
The cost-of-service analysis allocation process follows the same process as the one performed 
for the allocation of water costs. The FY 2025-26 revenue requirement was summarized by 
function and these functional costs were allocated between City customers. The proportionate 
shares of the revenue requirement were then further allocated among the fixed and variable 
components for cost recovery.  
 
Figure VIII-1 allocates the FY 2025-26 revenue requirement between into four functions: 
accounts, flow, BOD (biochemical oxygen demand), and TSS (total suspended solids). Figure 
VIII-2 summarizes the percentage allocations used in apportioning the revenue requirement. 
A discussion of the methodology behind the allocation of costs follows. The allocation type 
specified on each row of Figure VIII-1 ties to the allocation type listed in Figure VIII-2. 
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Figure VIII-1.  Allocation of FY 2025-26 Revenue Requirement 

 
 

Cost of Service Allocations and Allocation Factors 
The allocation factors in Figure VIII-2 were used to apportion the City customers’ allocation 
of costs in Figure VIII-1. The Collection System O&M was allocated between three functions 
related to customer demand placed on the system, flow, BOD, and TSS. The percentages 
reflect that the City’s collection system costs are largely driven by the volume of flow, and the 
sizing of the conveyance and collection system assets required to transport wastewater to the 

Rev. Req't Allocation Cost Allocation 

Description 2025-26 Type Accounts Flow BOD TSS
Collection System O&M

5111 Salaries/Wages-Regular $965,298 1 $0 $868,768 $48,265 $48,265
5113 Salaries/Wages-O/T & Standby $85,000 1 $0 $76,500 $4,250 $4,250
5114 Salaries/Wages-Other /PERS $45,887 1 $0 $41,298 $2,294 $2,294
5116 Salaries/Wages-Holiday Pay $0 1 $0 $0 $0 $0
5118 Salaries/Wages-Other/Non PERS $45,557 1 $0 $41,001 $2,278 $2,278
5121 Medicare $13,997 1 $0 $12,597 $700 $700
5122 Retirement-P.E.R.S. $240,663 1 $0 $216,597 $12,033 $12,033
5130 Employee Health Ins $232,137 1 $0 $208,923 $11,607 $11,607
5131 Retired Employee Health Ins $27,916 1 $0 $25,124 $1,396 $1,396
5132 Workers Comp Ins $40,795 1 $0 $36,715 $2,040 $2,040
5133 Deferred Compensation $525 1 $0 $473 $26 $26
5135 Retiree Health Savings $3,120 1 $0 $2,808 $156 $156
5136 OPEB ADC Contribution $0 1 $0 $0 $0 $0
5195 Retiree Health Reimb Offset $0 1 $0 $0 $0 $0
5199 Payroll Reimbursement Offset $0 1 $0 $0 $0 $0
5212 Small Tools/Instruments $9,270 1 $0 $8,343 $464 $464
5215 Safety Clothing/Supplies $22,248 1 $0 $20,023 $1,112 $1,112
5219 Household Expenses $0 1 $0 $0 $0 $0
5221 Communications $7,871 1 $0 $7,084 $394 $394
5222 Utilities $230,000 1 $0 $207,000 $11,500 $11,500
5240 Maintenance-Equipment $59,731 1 $0 $53,758 $2,987 $2,987
5241 Maintenance-Structures/Grounds $80,855 1 $0 $72,770 $4,043 $4,043
5245 Rents/Leases-Equipment $75,350 1 $0 $67,815 $3,768 $3,768
5251 Office Expense $361 1 $0 $324 $18 $18
5253 Educational Materials/Supplies $515 1 $0 $464 $26 $26
5255 Vehicle Expenses $66,314 1 $0 $59,683 $3,316 $3,316
5256 Memberships/Dues $1,056 1 $0 $950 $53 $53
5257 Software Maintenance $14,800 1 $0 $13,320 $740 $740
5258 Training/Travel/Meals $6,438 1 $0 $5,794 $322 $322
5259 Special Departmental Expense $2,029 1 $0 $1,826 $101 $101
5260 Legal Fees $515 1 $0 $464 $26 $26
5261 Professional Services $8,849 1 $0 $7,964 $442 $442

Total Collection System O&M $2,287,096 $0 $2,058,386 $114,355 $114,355

Non-Operating/Admin Expenses $1,310,935 2 $1,310,935 $0 $0 $0
Debt Service $572,550 1 $0 $515,295 $28,628 $28,628

Subtotal O&M + Admin $4,170,581 $1,310,935 $2,573,681 $142,982 $142,982
O&M Admin Composite 31.4% 61.7% 3.4% 3.4%

Non-Operating Revenues ($247,200) 3 ($77,702) ($152,548) ($8,475) ($8,475)
Contribution to Capital $3,225,000 1 $0 $2,902,500 $161,250 $161,250

Subtotal Expenses $7,148,381 $1,233,233 $5,323,633 $295,757 $295,757
Expense Composite 17.3% 74.5% 4.1% 4.1%

Transfers to/(from) Op Reserves ($1,208,381) 3 ($379,829) ($745,696) ($41,428) ($41,428)

Total Revenue Requirement $5,940,000 $853,403 $4,577,937 $254,330 $254,330
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treatment plan, and to a lesser extent by the wastewater loading characteristics. Expenses 
that are allocated to the Accounts allocation factor are recovered from the City’s fixed charge 
tied to each account. The O&M Composite and Expenses Composite allocations are based on 
the subtotals of the O&M and capital costs that were directly allocated to either the demand 
or customer service categories.  
 

Figure VIII-2.  Cost-of-Service Allocation Factors 

 
 

Units of Service 
The units of service provided by the City to its customers are the sum of the services provided 
to each of the City’s customer classes. 
 
Estimates of City customer flows and wastewater loading associated with each customer class 
are shown in Figure VIII-3. Flow volumes were calculated using annualized winter water 
use for calendar years 2019-2024. Wastewater loading weights were determined using 
estimated loading characteristics based on wastewater industry standard sampling data, and 
were confirmed with the City. BOD and TSS concentrations represent the average of each 
customer class. 
 

Figure VIII-3.  Units of Service Calculations 

 
Note: Other Non-Residential customers are billed by ESD (Equivalent Sewer Dwelling) in place of a per 
account charge or per dwelling charge. These figures coincide with those assigned by SASD. 

 
Figure VIII-4 summarizes the units of service by customer class calculated in Figure VIII-
8.   

 

Figure VIII-4.  Summary of Units of Service by Customer Class 

 
Note: Other Non-Residential customers are billed by ESD in place of a per account charge or per 
dwelling charge. These figures coincide with those assigned by SASD. 

Type Description Accounts Flow BOD TSS Total

1 Collection System O&M 0.0% 90.0% 5.0% 5.0% 100.0%
2 Customer Account 100.0% 0.0% 0.0% 0.0% 100.0%
3 O&M Admin Composite 31.4% 61.7% 3.4% 3.4% 100.0%
4 Expense Composite 17.3% 74.5% 4.1% 4.1% 100.0%

Accts/Dwellings Winter Flow BOD TSS BOD TSS

Units hcf mg/l mg/l (lbs/year) (lbs/year)
Single Family Residential 13,381                 1,233,446       200 200 1,539,956       1,539,956       
Multi-Family Residential 7,298                   417,647          200 200 521,432          521,432          
Commercial 964                      569,807          500 500 1,778,507       1,778,507       
Other Non-Residential 652                      60,105            200 200 75,042            75,042            

Total 22,295              2,281,005    3,914,936    3,914,936    

Accts/Dwellings Winter Flow BOD TSS

Units hcf (lbs/year) (lbs/year)
Single Family Residential 13,381                1,233,446         1,539,956         1,539,956         
Multi-Family Residential 7,298                  417,647            521,432            521,432            
Commercial 964                     569,807            1,778,507         1,778,507         
Other Non-Residential 652                     60,105              75,042              75,042              

Total 22,295              2,281,005       3,914,936       3,914,936       
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Unit Costs of Service 
The functionalized costs in Figure VIII-1 are divided by the respective units of service in 
Figure VIII-4 to determine the unit costs. The derivation of the unit costs applicable to the 
City customers is shown in Figure VIII-5. These unit costs are the costs of providing the 
units of service to all customer classes without exception, thereby ensuring that all customers 
pay their share in proportion to their respective units of service. 

Figure VIII-5. Unit Costs of Service (City) 

 
Note: Rounding differences caused by stored values in electronic models may exist. 

Revenue Requirement by Customer Class 
In cost-of-service analyses, all customer classes are treated equally through the application 
of the same unit costs to all customers, which is the fundamental purpose of cost-of-service 
analysis. In this way, the cost-of-service analysis proportionally distributes the revenue 
requirement to each customer class without discrimination, after which rates can be designed 
to generate the revenue required to provide the necessary level of service to each class. 
Figure VIII-6 shows the result of applying the unit costs from Figure VIII-5 to each 
customer class’s units of service in Figure VIII-4 to distribute the respective shares of the 
revenue requirement. Figure VIII-7 summarizes how rate revenues would be redistributed 
so that the City could continue to meet the cost-of-service if the rates calculated in Figure 
VIII-6 were implemented.  

Cost Allocation

Fixed Flow BOD TSS Total

Allocated Functional Costs (from Fig. VIII-1) $853,403 $4,577,937 $254,330 $254,330 $5,940,000
Units of Service (from Fig. VIII-4) 22,295        2,281,005   3,914,936   3,914,936   
Annual Unit Costs $38.28 $2.01 $0.06 $0.06

$/acct or $/dwelling $/hcf $/lb $/lb
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Figure VIII-6. Unit Rates per Customer Class 

 
Note: Rounding differences caused by stored values in electronic models may exist. 

 

Figure VIII-7.  Cost-of-Service Revenue Summary 

 
Note: FY 2025-26 revenues assume 12 months of rates implemented on July 1, 2025. 

  

Single Family Residential 

Units 13,381         accounts 1,233,446    hcf 1,539,956    lbs 1,539,956    lbs
Accounts 13,381         accounts 13,381         accounts 13,381         accounts 13,381         accounts
Units per account 92.18 hcf/account 115.09 lbs/account 115.09 lbs/account
Unit Costs ($ per Unit) $38.28 per account $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Single Family Residential $38.28 per account $185.00 per account $7.48 per account $7.48 per account

Multi-Family Residential 
Units 7,298           dwellings 417,647       hcf 521,432       lbs 521,432       lbs
Accounts 7,298           dwellings 7,298           dwellings 7,298           dwellings 7,298           dwellings
Units per account 57.23 hcf/account 71.45 lbs/account 71.45 lbs/account
Unit Costs ($ per Unit) $38.28 per account $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Multi-Family Residential $38.28 per account $114.85 per account $4.64 per account $4.64 per account

Commercial
Units 964              accounts 569,807       hcf 1,778,507    lbs 1,778,507    lbs
Accounts 964              accounts 569,807       hcf 569,807       hcf 569,807       hcf
Units per account 1.00 hcf/account 3.12 lbs/account 3.12 lbs/account
Unit Costs ($ per Unit) $38.28 per account $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Commercial $38.28 per account $2.01 per hcf $0.20 per hcf $0.20 per hcf

Other Non-Residential
Units 652              ESDs 60,105         hcf 75,042         lbs 75,042         lbs
Accounts 652              ESDs 652              ESDs 652              hcf 652              hcf
Units per account 92.18 hcf/ESD 115.09 lbs/hcf 115.09 lbs/hcf
Unit Costs ($ per Unit) $38.28 per ESD $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Other Non-Residential $38.28 per ESD $185.00 per ESD $7.48 per ESD $7.48 per ESD

Fixed Flow BOD TSS

Fixed Flow BOD TSS

Fixed Flow BOD TSS

Fixed Flow BOD TSS

Current Revenue Cost-of-Service Difference % Difference

Single Family Residential $1,747,023 $3,187,782 $1,440,759 82.5%
Multi-Family Residential $704,789 $1,185,309 $480,520 68.2%
Commercial $1,863,056 $1,411,569 ($451,487) -24.2%
Other Non-Residential $85,132 $155,340 $70,208 82.5%
Total $4,400,000 $5,940,000 $1,540,000 35.0%
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IX. Sewer Rate Design 
The City has historically charged residential sewer customers a fixed service charge and 
commercial sewer customers the combination of a fixed service charge and a variable charge 
based on metered water use. Both approaches are common throughout the sewer industry. 
This section explains the derivation of the Service Charges and the Volumetric Rates that 
reflect the projected cost of service. 

CURRENT RATES 
The City’s current sewer rate structure is composed of two components: Service Charges and 
Volumetric Rates.  

Current Service Charges 
The Service Charges billed to residential accounts are fixed rates that are charged on a fixed 
rate per dwelling for Single-Family Residential and Multi-Family Residential. The Service 
Charges billed to Commercial customers are charged on a fixed rate per account. The Service 
Charges billed to Other Non-Residential customers are charged on a fixed rate per account 
and differ from those charged to Commercial accounts. 

Current Volumetric Rates 
The City charges Commercial customers via Volumetric Rates. Customers are billed based on 
metered water use per monthly period multiplied by the Commercial Volumetric Rate. Water 
is metered in “units” of HCF of metered water use, whereby one unit or HCF equals 748 
gallons.  
 
No adjustments are recommended to the City’s current rate structure. 
 
Figures IX-1 summarizes the current Service Charges and Volumetric Rates, which were last 
increased on July 1, 2021. 
 

Figure IX-1.  Current Sewer Rates 

 

SERVICE CHARGE DESIGN 
The Service Charges billed to Single Family Residential and Multi Family Residential customers 
are calculated by adding the fixed unit costs with the flow, BOD, and TSS unit costs. Flow, 

FY 2025-26

Customer Class Current Rates
Single Family
Flat Rate per month $10.88

Multi-Family
Flat Rate per month (per DU) $8.16

Commercial
Flat Rate per month $5.40
Metered Rate per hcf $3.16

Other Non-Residential per ESD
Flat Rate per month $10.88
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unit costs from Figure VIII-6 are converted to a cost per dwelling by multiplying each by 
the average annual flow per dwelling. Similarly, BOD and TSS unit costs from Figure VIII-6 
are converted to a cost per dwelling by multiplying each by the average annual loading per 
dwelling. The resulting unit costs are shown in Figure IX-2. For example, the Single Family 
Residential unit costs of $2.01 per HCF, are converted to $185.00 per dwelling after 
multiplying this unit cost by the average annual flow per dwelling. Also, the Single Family 
Residential unit costs of $0.06 per pound BOD and $0.06 per pound TSS are converted to 
$7.49 per dwelling each after multiplying each of the unit costs by the average annual loading 
of BOD and TSS per dwelling In total, the annual account charge recovered through the 
Service Charge is $238.23, or $19.85 per month,3 for Single Family Residential customers as 
shown in Figure V-1. Following the same steps for Multi-Family Residential rates yields a 
monthly Service Charge of $13.53 for each Multi Family Residential dwelling. 

The Service Charge that would be billed to Commercial customers represents only the fixed 
unit cost per account for each customer class. In FY 2025-26, each Commercial customer 
would pay an annual total of $38.28, or $3.19 per month, per account to reimburse the City 
for their portion of fixed service costs. 

Figure IX-2.  Cost of Service Rates Calculations 

 
Note: Rounding differences caused by stored values in electronic models may exist. 

With the proposed rates, all Service Charges billed to City customers would see an increase. 
The increase in rates reflects the increase to service charge revenues calculated in Figure 
VIII-9. Figure IX-4 shows the proposed five-year schedule of Service Charges. 

VOLUMETRIC RATES DESIGN 
The Volumetric Rate for Commercia customers was determined via adding the unit costs of 
flow, BOD, and TSS in Figure IX-2. The resulting Volumetric Rate is shown in Figure IX-2 

 
 
3 Rounding differences caused by stored values in electronic models may exist. 

Single Family Residential Total Total

Units 13,381       dwellings 1,233,446  hcf 1,539,956  lbs 1,539,956  lbs per dwelling/mo. per hcf
Accounts 13,381       dwellings 13,381       dwellings 13,381       dwellings 13,381       dwellings
Units per account 92.18 hcf/dwelling 115.09 lbs/dwelling 115.09 lbs/dwelling
Unit Costs ($ per Unit) $38.28 per dwelling $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Single Family Residential $38.28 per dwelling $185.00 per dwelling $7.48 per dwelling $7.48 per dwelling $19.85 $0.00

Multi-Family Residential Total Total
Units 7,298         dwellings 417,647     hcf 521,432     lbs 521,432     lbs per dwelling/mo. per hcf
Accounts 7,298         dwellings 7,298         dwellings 7,298         dwellings 7,298         dwellings
Units per account 57.23 hcf/dwelling 71.45 lbs/dwelling 71.45 lbs/dwelling
Unit Costs ($ per Unit) $38.28 per dwelling $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Multi-Family Residential $38.28 per dwelling $114.85 per dwelling $4.64 per dwelling $4.64 per dwelling $13.53 $0.00

Commercial Total Total
Units 964            accounts 569,807     hcf 1,778,507  lbs 1,778,507  lbs per account/mo. per hcf
Accounts 964            accounts 569,807     hcf 569,807     hcf 569,807     hcf
Units per account 1.00 hcf/account 3.12 lbs/account 3.12 lbs/account
Unit Costs ($ per Unit) $38.28 per account $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Commercial $38.28 per account $2.01 per hcf $0.20 per hcf $0.20 per hcf $3.19 $2.41

Other Non-Residential Total Total
Units 652            ESDs 60,105       hcf 75,042       lbs 75,042       lbs per ESD/mo. per hcf
Accounts 652            ESDs 652            ESDs 652            hcf 652            hcf
Units per account 92.18 hcf/ESD 115.09 lbs/hcf 115.09 lbs/hcf
Unit Costs ($ per Unit) $38.28 per ESD $2.01 per hcf $0.06 per lbs $0.06 per lbs

Total Other Non-Residential $38.28 per ESD $185.00 per ESD $7.48 per ESD $7.48 per ESD $19.85 $0.00

Fixed Flow BOD TSS

Fixed Flow BOD TSS

Fixed Flow BOD TSS

Fixed Flow BOD TSS
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and Figure IX-3. Initially, Volumetric Rates are decreasing to reflect the shift of more costs 
being borne by the fixed charge component assessed to all customers. 

Figure IX-3.  Current and Proposed Sewer Rates 

  

Current FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30

eff. 4/1/2026 eff. 1/1/2027 eff. 1/1/2028 eff. 1/1/2029 eff. 1/1/2030
Monthly Sewer Rates rate increase: varies 30% 25% 10% 8%
Residential
Single-Family (per dwelling) $10.88 $19.85 $25.81 $32.26 $35.49 $38.33
Multi-Family (per dwelling) $8.16 $13.53 $17.59 $21.99 $24.19 $26.13

Commercial (Metered)
Fixed Charge $5.40 $3.19 $4.15 $5.19 $5.71 $6.17
Volumetric Rate (per hcf) $3.16 $2.41 $3.14 $3.93 $4.32 $4.67

Other Non-Residential
Flat Rate $10.88 $19.85 $25.81 $32.26 $35.49 $38.33
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X. Sewer Bill Impacts 
In the previous section, the Service Charges and Volumetric Rate structures were compared 
for the current and proposed rates. A further understanding of the differences between the 
two structures can be gained by comparing bills for each customer class.  

BILL COMPARISON 

Single Family Residential Bills Under Proposed Rates 
Single Family Residential customers will pay a uniform Service Charge regardless of recorded 
water use. With the proposed rates, customers can expect a 16.3% increase from their current 
combined sewer and treatment sewer bills. Figure 10-1 compares the current combined 
(treatment and collection charges) monthly sewer bill to the proposed sewer bill. No increase 
has been assumed for SASD treatment charges in FY 2025-26. 
 
The combined sewer bill for a Single Family household in West Sacramento was compared to 
a sewer bill subject to neighboring agency rates in Figure 6-2. With the recommended 
increases, the customer bill for combined sewer collection and treatment services increases 
slightly among neighboring agencies. 

 

Figure X-1.  Comparison of Monthly Sewer Charges for Single Family Customers 

 

*Reflects a combined collection and treatment bill (i.e., includes charges by SASD for treatment).  This 
is necessary to compare to the other jurisdictions which both collect and treat their own wastewater. 

Commercial Bills Under Proposed Rates 
Commercial customers will pay a uniform Service Charge per account under the proposed 
rates. In addition to the Service Charge, each customer will be charged a Volumetric Rate that 
is applied to the monthly water use recorded. Figure X-2 through Figure X-4 compares 
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sewer bills by plotting bills across a range of water use and three distinct assumptions of the 
number of ESDs that are assessed by Sacramento Area Sewer District (SASD) for treatment 
services. ESDs assigned by SASD are subject to the specific business associated with the 
parcel and rates assigned by SASD for that respective business. Often times, the number of 
ESDs is calculated according to gross floor area of the building serving the commercial 
account. Customers should review their bill from SASD to determine the specific number of 
ESDs that make up their treatment charge when evaluating the sample bill impact graphs 
below. 
 

Figure X-2.  Comparison of Commercial Customer Bills (1 ESD billed by SASD) 
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Figure X-3.  Comparison of Commercial Customer Bills (5 ESDs billed by SASD) 

 

 

Figure X-4.  Comparison of Commercial Customer Bills (10 ESDs billed by SASD) 
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XI. Combined Utility Bill Impacts 
In the previous sections, the proposed water and sewer rates were compared for the current 
and proposed rates. Combining water and sewer bills, including the treatment charge 
assessed by SASD, provides customers with a broader perspective of how their overall utility 
bills would be influenced by the proposed rates. Figure XI-1 shows how combined water and 
sewer bills at current rates compare to bills at the proposed rates across a range of water 
usage. For comparison, these bills are shown next to the combined sewer and water bills 
assessed to single family residential customers of neighboring agencies.  
 

Figure XI-1.  Combined Residential Water and Sewer Bill Comparison  
(eff. 4/1/2026) 

Figure XI-1 includes the bill impacts with the proposed water and sewer rates over a five-year 
period for typical residential and commercial customers. Assumptions are noted for water use and 
billed sewered water volumes for the commercial customer comparison. Bills assume average water 
use; however, it should be noted that bills modulate throughout the year as water use patterns 
change. Thus, customers can expect bills to increase and decrease relative to their use of water. 
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Figure XI-2.  Combined Five-Year Water and Sewer Bill Impacts 

 

[1] Residential Bill impacts based on Average Water use of 11 HCF per month. 
[2] Commercial Bill impacts based on Average Water use of 90 HCF per month with a 2" Meter. 
[3] Current sewer bills and FY 2025-26 sewer bills include $44 treatment charge from SASD, in addition 
to City portion.  
[4] Sewer bills include minimum $44 treatment charge from SASD, in addition to City portion, at 49 
HCF per month. 
[5] Treatment charge in future years calculated using approved $47 monthly rate for FY 2026-27. Future 
years assume 3% annual increases thereafter. 

Combined Water and Sewer Bill Impacts FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Average Residential Bill Impact [1, 3, 5]

Average Monthly Bill (Current) $106.22 $106.22 $106.22 $106.22 $106.22
Proposed Monthly Bill by Fiscal Year $126.84 $145.26 $157.47 $165.99 $174.39

Per month Increase vs Current $20.62 $39.04 $51.25 $59.77 $68.17

Average Commercial Bill Impact [2, 4, 5]
Average Monthly Bill (Current) $553.96 $553.96 $553.96 $553.96 $553.96
Proposed Monthly Bill by Fiscal Year $568.80 $666.15 $733.77 $778.00 $821.67

Per month Increase vs Current $14.84 $112.19 $179.81 $224.04 $267.71
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