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ISSUE: 
 
The issue before the City Council is an introduction to alternative water rate structures.   
 
The Council will have a presentation from Angie Sanchez from FCS Group at the 
Council Retreat on February 28, 2009.  The presentation at the retreat will be the City 
Council’s first touch on the water rate study that has been underway since 2008. 
 
Attachment A provides an outline of a number of water conservation rate structures 
along with the pros and cons of conservation rates.  The focus of the staff 
recommendation is on increasing block rates (also known as pure water rates).   
 
STAFF RECOMMENDATION: 
 
This discussion provides Council with some background information to consider prior to 
the Council retreat.  It is also an opportunity for Council to give feedback and direction 
to staff for preparing retreat materials.   
 
SUMMARY: 
 
The City has been gathering data and statistics to evaluate water rates since 2008. City 
staff and consultants are ready to bring some alternatives to the City Council for 
discussion and direction.   
 
One alternative to the existing rate structure is to charge residential customers for actual 
water used rather than provide for a base rate (currently 600 cubic feet per month).  The 
benefit of a rate structure for residential users based on use (“pure water” or “increasing 
block rates”) is to benefit those residential customers who use little water or who 
conserve water.  Under the existing rate structure low water users are charged for water 
in the base rate that they never actually use.  Low users are in effect underwriting high 
water users. 
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An increasing block rate does not necessary result in increased rates for an average 
household.  The City Council can set the block rates to match the existing average 
household cost or to match the current base rate.  Where increasing block rates differ 
from the current rate structure is that anything below the average use will cost the 
resident less.  Water use above the block rate will cost more.   
 
Under the existing system, the majority of the City’s water revenues come from the base 
rate rather than from the volume of water used.  Over time, the City and its residential 
customers will be best served by changing this formula so the majority of revenues are 
based on residential use rather than the base rate.  Currently 80% of the City’s water 
revenues come from residential users.  Residential use changes from season to 
season.  During the dry summer months, water use increases as a result of residential 
use from an average of 15 million gallons per day to 18.5 million gallons per day a 15% 
increase (Attachment C). 
 
Multi-family and commercial/industrial customers do not change their water use from 
season to season.  This is the reason increasing block rates are focused on residential 
users who have some discretion over the amount of water consumed.   
 
Under Washington State’s 2003 Municipal Water Law, the City was required to adopt a 
Water Use Efficiency Program in 2008 to reduce average household or business water 
use in the City in order to prolong the availability of water resources.   
 
Conservation pricing is one of the goals included in the City program.  The City is 
required to notify the State Department of Health and the general public of its progress 
towards meeting its goal.  If the goal is not being met, the City needs to adjust its 
program.  Changing the City’s residential users to increasing block rates will help the 
City meet its Water Use Efficiency Program Goals 
 
FISCAL IMPACT:  
 
The staff recommendation is to develop an increasing block rate structure for residential 
users based on average household use.  There may be a rate increase to cover the 
cost of operating and maintaining the existing plant, but the rate structure itself will be 
designed to encourage conservation and discourage waste. 
 
A secondary benefit of the increasing block rate structure is to reduce the need to 
construct new water plant facilities, since the existing facilities can be used to serve 
more residential customers.   
 
One downside of conservation pricing is unstable revenues.  Conservation can reduce 
use and cause revenue shortfalls.  External factors such as wet years or mandatory 
reduction during drought events can cause revenue shortfalls.  This problems are 
addressed by increasing the level of operating reserves.   
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RECOMMENDED ACTION:    
 
This discussion provides Council with some background information to consider prior to 
the Council retreat.  It is also an opportunity for Council to give feedback and direction 
to staff for preparing retreat materials.   
 
 
ATTACHMENT 
 
A – Working Solutions, Water Conservation Through Rate Planning 
B – Water Rates, Conserving Water and Protecting Revenues 
C – 2008 Yearly Totals for Water Treatment Plant 
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