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WATER RATE EVALUATION



1.   Recover full cost of service                 

2. Distribute costs equitably

3.   Provide revenue stability & resource protection

WATER RATE FUNDAMENTALS
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Rate Setting Principals & Goals
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EVALUATING WATER RATES
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1. Project expenses 2. Project revenues

3. Calculate net revenue

4. Adjust rates to maintain fund balance

5. Calculate user costs

6. Evaluate equity

7. Evaluate affordability
4



PROJECTING EXPENSES
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Operating Expenses

1. Taken from CIP (p. 5) not projected
2. Not used
3. See p.6
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CAPITAL IMPROVEMENT PLAN
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1. Total construction cost estimated at $14.8M with assumed 
principal forgiveness of $1.96M (13.26%)



EXPENSES
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EXPENSES
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25%

50%

75% Increase over FY23 budget 



PROJECTING REVENUE
Revenue categories

Rate Revenue: 

• Derived from customer payments

• Accounts for about 90% of total revenue, 

70% of Rate Revenue is based upon usage

• Is forecasted using projected usage and 

water rates.

Non-Rate: 

• Derived from all other sources of revenue

• Is forecasted based upon historic values



REVENUES
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Historic Revenues and Projected Non-Rate Revenue



PROFORMA
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PROFORMA
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Existing rates are not 

sufficient to fund enterprise

Existing rates at projected usage



PROFORMA
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Alternative A – Maintain Existing Rate Structure

Rates



ALTERNATIVE B – TIERED RATES 
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Existing Rate Structure

• All customers pay same base charge

• All usage billed at same rate

Tiered Rate Structure

• All customers pay same base charge

• Usage cost goes up based upon volume used

– Used to encourage water conservation

– Based upon evaluation of usage patterns

– Used by 65% of Water Systems in 2017 Tighe & Bond water 
rate survey

Tier 1

Tier 2

Tier 3

Tier 4

Summer Residential Usage



PROFORMA
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Alternative B – Tiered Rate Structure

Rates

Tier Volumes (CF)

Note: Tier 1 starts at 0 CF



CUSTOMER COST IMPACTS
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Residential – Low water users
“Summer”

“Winter”

2 People each using 65 Gallons per day
Minimal Discretionary Usage

Example:



CUSTOMER COST IMPACTS
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Residential – Moderate water users
“Summer”

“Winter”

4 People each using 65 Gallons per day
Minimal Discretionary Usage

Example:



CUSTOMER COST IMPACTS
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Residential – High water users
“Summer”

“Winter”



CUSTOMER COST IMPACTS
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Non-Residential – Top 10



RESIDENTIAL FINANCIAL BURDEN & AFFORDABILITY
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Townsend Income Data (US Census)

Median Household Income: $72,500

Lowest Quintile Income:       $17,265

Poverty Prevalence Indicator: 18%

Measuring Affordability. Affordability, like temperature, is highly subjective. To determine whether or not water 
and sewer costs represents a financial burden we use the two most common and appropriate indicators. 

The Residential Indicator. Adopted from EPA guidance developed in the late 90’s to determine the cost impacts of federal 
regulatory programs, this indicator divides the total annual cost of water and sewer and divides it by the median household 
income.  A score of 2% or more is considered to be a financial burden.

The Household Burden Indicator. Introduced in 2019, this indicator is based the lowest quintile income (the lowest 20%), 
which is more representative of household financial status. The second component, the Poverty Prevalence Indicator is the 
percentage of the community below 200% of the Federal Poverty Level. The burden is determined by using the chart below.

Household 

Burden 

Indicator

Poverty Prevalence Indicator

>= 35% 20% to 35% <20%

> = 10%
Very High 

Burden
High Burden

Moderate – High 

Burden

7% to 10% High Burden
Moderate – High 

Burden

Moderate - Low 

Burden

<7%
Moderate - High 

Burden

Moderate - Low 

Burden
Low Burden

Note: $500 in annual cost was included in both 
analysis to represent septic system costs
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