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Water & Sewer Rate 
Adjustment FAQ's 
The City of Arcadia is considering updating its water and sewer rates, effective November 1, 
2026. Below are answers to some common questions. 

Why are rates changing? 

The City’s water and sewer system operates almost like an independent business. It receives 
zero general tax dollars and is funded entirely by customer bills. In recent years, across-the-
board inflation has increased the cost of treatment chemicals, labor, and daily operations. 
Without adjusting rates, the utility will run out of reserve savings and will not have enough 
money to meet the legal loan obligations that allow it to maintain and upgrade its 
infrastructure. 

How were the proposed rates developed? 

The City hired Raftelis, an independent financial consulting firm, to complete a rate study. 
The study looked at three main areas: calculating how much revenue the utility needs to 
cover all operating and repair costs, ensuring that different customer groups pay their fair 
share based on use, and designing rates that protect long-term affordability and meet state 
standards. 

What key factors are driving the need for rate adjustments? 
Several key pressures drive the proposed rate schedule: 

• Higher Operating Costs: Prices have gone up across the country for water treatment 
chemicals, power, fuel, pipes, and repairs. 

• New Wastewater Treatment Plant: The City is building a modern wastewater facility. 
While grant funds are paying for its construction, additional funding is needed to run, 
power, and staff the new plant when it opens in FY 2028. 

• Loan Commitments: While the low-cost loan terms offered by the state are generous, 
the utility still must increase revenue to pay a small portion of the principal and show 
financial health in the form of dollars in the reserve fund.  

• Rebuilding Emergency Savings: The system also needs to rebuild its reserve funds 
to cover operating expenses in case of emergencies or unexpected equipment 
failures. 

What improvements will the proposed rates support? 
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The proposed rates support the operation of a new, highly efficient wastewater treatment 
plant opening in 2028, alongside essential upgrades to our underground pipes and drinking 
water system identified in our capital improvement plan (CIP). While the City secured $55.5 
million in state grants and 90 percent loan forgiveness to pay for almost all of the CIP, totaling 
$77.4 million, your rates cover the remaining local share and the true daily cost of running the 
modernized system. 

What are the proposed rate adjustments? 

To cover costs without placing the entire burden into a single year, the City is phasing in rate 
adjustments over five years: 

Fiscal Year Effective Date Proposed Revenue 
Adjustment Primary Driver / Focus 

FY 2027 November 1, 2026 33.50% 
Cost recovery, inflation 
catch-up, and debt covenant 
compliance 

FY 2028 October 1, 2027 25.00% Phase-in of new wastewater 
treatment plant operations 

FY 2029 October 1, 2028 2.50% 
Ongoing inflationary pacing 
and reserve stabilization FY 2030 October 1, 2029 2.50% 

FY 2031 October 1, 2030 2.50% 

 

How will the proposed adjustments affect typical residential customer bills? 

For a typical family using 4,000 gallons of water per month, the proposed bill changes are 
shown below: 

Period Effective Date Monthly Bill (4,000 gal) Monthly Dollar Change 

Current  Existing Rates $89.62 - 

FY 2027 November 1, 2026 $119.64 +$30.02 

FY 2028 October 1, 2027 $149.55 +$29.91 

FY 2029 October 1, 2028 $153.29 +$3.74 

FY 2030 October 1, 2029 $157.12 +$3.83 

FY 2031 October 1, 2030 $161.05 +$3.93 
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What happens if the City does not adopt the proposed rate adjustments? 

If rates don’t change, the utility will run out of cash reserves during fiscal year 2027 and will 
begin operating at a loss. The City would also violate lending agreements with the state and 
no longer qualify for programs that have and will continue to save our customers millions of 
dollars.  

Failure to raise rates would also delay critical repairs, raising the likelihood of broken water 
mains, sewer backups, and expensive emergency fixes. 

How can residents learn more and participate in the public process? 

There will be a public meeting on October 6, 2026, at the 6:00 p.m. City Council Meeting. The 
rates will be discussed and the Council will vote on the adoption of the utility rate 
adjustments. 
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