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Overview

• Background

•Capital Improvement Plan

• Proposed Rates

• Public Outreach

• Proposition 218

• Billing Methodology Chico maintains ~288 miles of pipe

(Chico to Monterey)
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Capital Improvement Plan 
Reduced 5-Year CIP Scenarios

Low (Original)

$134.5M

Moderate

$106M

Significant

$81M

Risk Level



Capital Improvement Plan 
Reduced 5-Year CIP Scenarios

Moderate

$106M

The Moderate Risk scenario was selected 
by Council on June 16, 2026.

This scenario lowers the near-term rate impact but accepts greater 
emergency-repair and future financial risk.



Proposed Rates
Proposed Revenue Increase

Individual sewer bills will vary based on customer class and average winter water consumption.

FY 2027* FY 2028 FY 2029 FY 2030 FY 2031

55% 55% 3% 3% 3%

*FY 27 will be effective November 2026.

Cash-Funded



Public Outreach 



Proposition 218

If a majority protest is received, 
the proposed rates cannot be 

adopted. 

Public hearing notices mailed 
to all customers.

Public Hearing Notice 
establishes the max rates that 

can be adopted.

Majority Protest

If a majority protest 
is not received, 

Council may approve, modify, or 
reject the proposed rates.  

Adopted rates must be equal or 
less than noticed.

Council may also continue the 
public hearing to a specified 
future date to obtain more 

information.



Proposition 218

26,204 Public Hearing 
Notices mailed to all 

customers

20,537 parcels with 
owner who pays sewer 

charges

*Validity of written protests not confirmed as of this presentation.

Majority Protest



Proposition 218

26,204 Public Hearing 
Notices mailed to all 

customers

20,537 parcels with 
owner who pays sewer 

charges

*Validity of written protests not confirmed as of this presentation.

Majority Protest

10,269 valid written 
protests required for 

majority protest

XXXXX
written protests received



Billing Methodology
Key Assumptions

The same billing methodology 
adopted in the 2022 sewer rate 
study was utilized in the 2026 

sewer rate study.



Billing Methodology
Other Sewer Utilities



Billing Methodology
Chico

Fixed Monthly Charge
(Per Unit)

(1 SFD = 1 EDU)

Volumetric Rates
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Billing Methodology
Chico

Fixed Monthly Charge
(Per Unit)

(1 SFD = 1 EDU)

Volumetric Rates
(per HCF)

Fixed Monthly Charge
(Per EDU)

Volumetric Rates
(per HCF)

and

andResidential

Commercial

𝟏 𝑬𝑫𝑼 = 60%
𝑉𝑜𝑙𝑢𝑚𝑒𝐶𝑂𝑀
𝑉𝑜𝑙𝑢𝑚𝑒𝐴𝑣𝑔.𝑅𝐸𝑆

+ 20%
𝐵𝑂𝐷𝐶𝑂𝑀
𝐵𝑂𝐷𝐴𝑣𝑔.𝑅𝐸𝑆

+ 20%
𝑇𝑆𝑆𝐶𝑂𝑀
𝑇𝑆𝑆𝐴𝑣𝑔.𝑅𝐸𝑆

=

=



Next Steps
After review of alternative billing methodologies

Proceed with rates as presented in the public hearing notice

Continue public hearing to November 17
Adopt rates equal or less than presented in the public hearing notice

Continue public hearing to November 17
Initiate new Prop 218 Notice based on a revised billing methodology 

that allocates costs more equitably



Next Steps
After review of alternative billing methodologies

What won’t change

$106M Moderate Risk CIP

Operations and 
Maintenance Costs

Inflationary cost increases

What could change

Billing methodology 
(cost of service allocation)

Debt proposals to offset a 
change in cost of service 

allocation



Staff Recommendation

The Director of Public Works – Engineering recommends the City Council:

1. Open the public hearing and receive public comment regarding the 
proposed sewer rate adjustments; and

2. Continue the public hearing to the City Council meeting of 
November 17, 2026, at 6pm.
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