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System 
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Residential Usage Distribution
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2026 Update
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Actual vs. Budget (Residential thru April)
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Actual vs. Budget (Commercial thru April)
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Usage Trends (Jan-Apr)
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Usage Trends (Full Year)
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Revenue & Consumption Trend – Thru April
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Revenue & Consumption Trend – Full Year
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Commentary on Revenues
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• Declining per capita usage and slightly declining usage
• Tier 3 and Commercial usage are more prone to yearly usage 

variances
• Meter reading gaps and extended estimation periods have led 

to billing irregularities
› ~$120 million budgeted for a full automated meter reading transition 

(targeted 2028)
‒ Designed to eliminate manual reading and improve billing accuracy system-wide

• Revenue increases due to rate increases



Rate Setting 
Process
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Rate Study Components

• Financial forecasting

• Capital financing
> Debt vs. equity

• Financial policies
> Reserves
> Coverage
> Leverage

• Cost-of-service spectrum
> Fixed vs. variable
> Cost to serve each 

customer class

• Allocate costs into 
buckets for purpose of 
rate design

• Pricing Objectives

• Fixed charges
> Base charge (account, meter 

size, % of capital etc.)

• Volumetric rates
> Uniform, inclining blocks, 

declining blocks, seasonal, 
water budgets, etc.

• Affordability & 
Communications

FINANCIAL PLANNING COST OF SERVICE RATE DESIGN
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Rate Study Process

5
4
3
2
1

STEP 5: ASSESS EFFECTIVENESS IN ADDRESSING  
PRICING OBJECTIVES

STEP 4: DESIGN RATE STRUCTURE 

STEP 3: ALLOCATE COSTS  [DONE]

STEP 2: IDENTIFY REVENUE REQUIREMENTS  & 
DEMAND PROJECTIONS [DONE for 2026]

STEP 1: IDENTIFY FINANCIAL &  
PRICING OBJECTIVES
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Financial 
Plan

EXPENSES
• O&M
• Budget & Inflation
• Capital
• (CIP & Debt)

REVENUE
• Operating
• Non-Operating
• Growth

FINANCIAL 
POLICIES

• Reserve Targets
• Debt Coverage

Revenue Adjustment Schedule
Multi-Year Long-Term Financial Plan

Balances current 
needs vs. the future 
needs of the system
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Identify Revenue Requirements

REVENUE 
REQUIREMENTS

TRANSFERS TO 
RESERVES

CAPITAL COSTS
• Debt
• Rate funded

O&M BUDGET

KEY FACTORS:
Inflation, interest, 

rates, etc.

FINANCIAL POLICIES:
Debt service coverage, 

reserve fund targets
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Identify Revenue Stream

TOTAL REVENUES

Base Charge Revenues 
(Fixed Monthly Charges)

Volumetric Charge 
Revenues (Usage-Based)

Non-Operating Revenues 
(Interest Income, Etc.)

Other Operating 
Revenues (Tap Fees, Late 

Charges, Etc.)

System Development Fee 
Revenues
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Revenue Sufficiency

• Utilities examine Revenues and Revenue Requirements to 
project annual Surplus/(Deficit) – where revenues exceed or fall 
short of costs

• Annual Surplus/(Deficit) and Key Metrics such as Days Cash on 
Hand and Debt Service Coverage determine necessary rate 
increases for the Utility to be sufficient annually
› Revenues are typically increased through increases to the Base 

Charge and Volumetric Charges
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Cost-of-Service
Principles

24



Golden Rule for Rates
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Rates must not be Arbitrary and Capricious



Purpose of Cost-of-Service

• Residential
• Non-Residential
• Wholesale
• Fire Protection
• Raw Water
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Ensure equitable cost recovery among customer classes



Basis of Cost-of-Service

• Customers place varying levels of strain on the system due to 
peak day and peak hour usage

• Non-Residential customers are typically consistent in daily and 
hourly use

• Residential customers (typically irrigators) drive the peaking 
factor for the Residential customer class up
› In turn, this leads to many utilities charging higher rates for non-

essential usage to residential customers
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2024 Cost-of-Service Allocation
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Rate History
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RSE Model History

• The Board adopted a Rate Stabilization and Equalization Model 
(“RSE”) in 2005

• The RSE Process required the Board to annually update rates 
according to the RSE Model 
› Based on the approved budget and capital improvement plan

• Annual updates to the RSE model driven by maintaining operating 
results that were consistent with the RSE targets and minimums

• Rates were adjusted if there was a revenue deficit or if in any year 
the coverage levels were projected to fall below the RSE minimum
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Current Rate Structure

• CAW Charges a Monthly Fixed Charge and Volumetric Rates 
› All customers pay a fixed charge based on Meter Size
› Non-Residential Customers pay a uniform volumetric rate
› Residential Customers pay rates based on an Inclining Block Structure

‒ Tier 1: 0-3 Ccf
‒ Tier 2: 3-12 Ccf
‒ Tier 3: Greater than 12 Ccf

› The Residential Tier 3 cutoff moved from 15 Ccf to 12 Ccf beginning in 
2025
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Historic Volumetric Rate Structure Evolution

• Before 2007
› Residential – 3 tiers with cut-offs at 11 and 22 Ccf
› Non-Residential – 5 decreasing tier rates

• 2007-2011
› Residential – 2 tiers with cut-off at 15 Ccf
› Non-Residential – uniform rate

• 2012-2024
› Residential – 3 tiers with cut-off at 3 and 15 Ccf
› Non-Residential – uniform rate

• 2025-Present
› Residential – 3 tiers with cut-off at 3 and 12 Ccf
› Non-Residential – uniform rate
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2006 vs. 2026 Rates

2006
• Tier 1 (0-11 Ccf) - $1.92
• Tier 2 (11-22 Ccf) - $2.37
• Tier 3 (22+ Ccf) - $2.84

• Base Charge - $9.20

34

2026
• Tier 1 (0-3 Ccf) - $2.96
• Tier 2 (4-12 Ccf) - $4.91
• Tier 3 (12+ Ccf) - $8.58

• Base Charge - $28.49



2006 vs. 2026 Rates

35

!"#$%C'()*+ ,--. ,-,.
! "" """
# "" """
$ "" """
B "" """"
C "" """"
' "" """"
( "" """"
) "" """"
* "" """"
!+ "" """"
!! "" """"
!# """ """"
!$ """ """"""
!B """ """"""
!C """ """"""
!' """ """"""
!( """ """"""
!) """ """"""
!* """ """"""
#+ """ """"""
#! """ """"""
## """ """"""
#$ """" """"""
#B """" """"""
#C """" """"""

,-./012-34/ *5+C"000000000000 #)5B*"0000000000



Rate History 
$/CCF plus Base Charge (2012 – 2024)
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Current Situation
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Current Water Rate Structure

Increasing Block Volumetric Structure for Residential customers, Uniform Block Structure for Commercial 
Customers
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2026 Base Charge
5/8" 28.49$                     
3/4" 37.78$                     
1" 56.87$                     

1.5" 102.91$                   
2" 161.11$                   
3" 340.73$                   
4" 513.87$                   
6" 988.45$                   
8" 1,556.08$                

10" 2,212.03$                

2026
Residential
0 - 3 Ccf 2.96$                  
3 - 12 Ccf 4.91
>12 Ccf 8.58

Commercial
All Usage (Ccf) 4.69$                  

2026

Raw Water

All Usage (Ccf) 1.411$                  



Usage (in Ccf): Budget to Actual 2026
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* Based on data provided by Utegration from SAP



Volumetric Revenues: Budget to Actual 2026

!"#$%"C'$(F !"#AB& D(&")* +,JJB.B/(B
*$"+I- ./MNM/-OP4IIIIIIIIIIIII R/O6T/TON4IIIIIIIIIIIII ..8/MP.4IIIIIIIIIIIIIIII
*$"+I8 6/M-P/OPM4IIIIIIIIIIIII 6/T.M/-NM4IIIIIIIIIIIII 886/O.-4IIIIIIIIIIIIIIII
*$"+IN R/.6./P8.4IIIIIIIIIIIII ./-8T/6RM4IIIIIIIIIIIII 9-/N.M/-MTW4IIIIIIIIIIII

;<C=!"#$%"C'$(F
><??"+@$(F -M/6OO/P8R4IIIIIIIIIII -6/O88/.864IIIIIIIIIII N8-/RO84IIIIIIIIIIIIIIII
AC%B#'+$(F R-./6MN4IIIIIIIIIIIIIIII R6./O-N4IIIIIIIIIIIIIIII RP/8.P4IIIIIIIIIIIIIIIIII
CBC$@$a(F -/NNR/TO.4IIIIIIIIIIIII -/N88/T6P4IIIIIIIIIIIII 9-8/P8RW4IIIIIIIIIIIIIIIII
E+$c('"Id$+" PN/TOO4IIIIIIIIIIIIIIIIII -8T/T.84IIIIIIIIIIIIIIII NR/O.84IIIIIIIIIIIIIIIIII

e'I"+I>B#'<?"+I>F(##"#
JI<F"#(F" -/-6O/8OO4IIIIIIIIIIIII -/OT6/8NO4IIIIIIIIIIIII 9T8/P6OW4IIIIIIIIIIIIIIIII
!(hIJ('"+ -/TN./NOO4IIIIIIIIIIIII -/.PN/8NO4IIIIIIIIIIIII 9N.-/O6OW4IIIIIIIIIIIIIII

01&)*231*"4B&.,(2RB6B/"BT 8V:8;V:V<=>22222222222 8?:@?<:8=;>22222222222 A@V;:@BCa>222222222222222

<B<@231*"4B&.,(2RB6B/"BT2AE)/cDd.a

42

* Calculated based on current rates and data provided by Utegration from SAP



Revenue Recovery
Options
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Three Primary Questions

• How much revenue do you want to recover through the base 
charge?

• What volumetric rate structure do you want for residential 
customers?

• How quickly do you want to get to this rate structure?
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Primary Charge Types and Considerations

Fixed Charges
• Invariant with customer 

water usage

• Cost of service fixed 
charges reflect 
customer related costs

• Fixed charges may 
include portion of 
capital costs

Variable Charges
• Vary with amount of 

water used
• Recover utility costs 

that vary with customer 
usage patterns

• Recover some portion 
of utility’s fixed costs

• Recover costs of peak 
usage (demand 
charge)

Rate Structure Options – Fixed vs. Variable
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Fixed vs. Variable Revenue and Expenses
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Sizing the Base Charge

• 80% of costs are fixed, but no one sets it that level
› Currently recovers 35% of revenue requirements

• Lower to reduce impact on low volume users
› Requires more revenue to be recovered through volumetric rates
› Reduces revenue stability

• Leave as is
• Increase to cover all debt service and PAYGO

› Increases impact on low volume users
› Enhances revenue stability
› Allow volumetric rates to be reduced
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Demand Management vs. Traditional Rate 
Designs

Demand 
Management

• Increasing Block
• Seasonal
• Individualized

Traditional

• Flat
• Declining

UNIFORM

Volumetric Rate Structure Options



Rate Structure Options

• Lower Differential Between Tiers
› Two options with lower differentials between tiers

‒ Option 1 - 18% difference between Tiers 1 & 2, and a 77% difference between 
Tiers 1 & 3 (Equal to the differential in rates from 2019)

‒ Option 2 - 23% difference between Tiers 1 & 2, and a 48% difference between 
Tiers 1 & 3 (Equal to the differential in rates from 2006)

• Uniform rate
› All residential customers are charged the same rate per Ccf regardless 

of use
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Rate Structure Alternative 1
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Customer Impacts: Alternative 1
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Customer Impacts: Alternative 1
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Rate Structure Alternative 2
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Customer Impacts: Alternative 2
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Customer Impacts: Alternative 2
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Rate Structure Alternative: Uniform Rate
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Customer Impacts: Uniform Rate
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Customer Impacts: Uniform Rate
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Pros & Cons to Uniform Volumetric Rate

+Provides greater revenue 
stability
+Eliminates billing cycle 

issues
+Reduces incentive to limit 

usage in system with no 
capacity constraints
+Easier to understand
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- Over 80% of residential 
customers will have a bill up to 
five dollars higher

- Doesn’t strongly promote 
conservation/ efficient water use



Wrap Up
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Next Steps

• Request additional data, as necessary
• Provide feedback on options
• Approve rate structure

61



Contacts: 
Peiffer Brandt
pbrandt@raftelis.com

Thank you!
Mihaela Coopersmith
mcoopersmith@raftelis.com
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