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Subject: Santa Cruz County Sanitation District 
2026/27 Revenue Study 

Dear Mr. Machado, 

We are pleased to submit this five-year program of sewer service charges for the Santa Cruz 
County Sanitation District.  The purpose of this study is to incorporate the latest costs 
associated with the District’s projects and programs and to project revenue requirements for 
the years 2026/27 through 2030/31.  The study is based on the projected capital costs, 
operation and maintenance expenses and customer information prepared by the District staff. 

This study assumes two bond issues will be issued as part of the District’s Capital 
Improvement Program funding over the next ten years.  The first bond issue will be for $24.0 
million in June 2027 to fund seven projects.  A second bond issue will be for $27.0 million in 
June 2030 to fund four projects.  In addition, the District will participate in funding its share 
of the Electrical Replacement Project at the Wastewater Treatment Plant.  The financing for 
this project is currently under discussion with the City of Santa Cruz.   

As a result of this study, the overall fee increase for fiscal year 2026/27 is 7.3%.  Proposed 
fees for the individual user groups are shown in the following table.  Increases of 7.7% are 
projected for the following four years. 

We appreciate this opportunity to prepare this revenue study for the Santa Cruz County 
Sanitation District.  Please do not hesitate to contact me if you have any questions or would 
like any additional information.  

Sincerely, 

Hornberger Engineering 
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SANTA CRUZ COUNTY SANITATION DISTRICT 
2026/27 REVENUE STUDY 

Introduction 

The Santa Cruz County Sanitation District will require approximately 7.3% to 
7.7% annual increases in revenue from fees for sewer service in the next five fiscal years, 
2026/27 through 2030/31.  The overall fee increase for 2026/27 developed in this study is 
7.3%.  These increases are primarily related to increased operating expenses and capital 
projects at the wastewater treatment plant operated by the City of Santa Cruz, the 
District’s operating costs and debt service with an additional $51 million in bonds, and 
general inflation. 

The District staff has reviewed connection charge revenue, capital outlay needs, 
operation and maintenance expenses, debt service and miscellaneous revenues for the 
next five fiscal years.  Based on this updated information, proposed fees for sewer service 
in 2026/27 and estimated fees through 2030/31 have been calculated.  The development 
of these fees is discussed in the following sections. 

Requirements for Sewer Service Fees 

The District’s fees for sewer service are subject to the requirements contained in 
the Revenue Program Guidelines issued by the California State Water Resources Control 
Board.  This is a condition of the State and Federal grants and loans received by the 
District. 

The Guidelines require that fees for sewer service be designed to recover adequate 
revenues for the operation and maintenance of the District’s facilities.  In addition, each 
user and user class must pay its proportional share of those costs, based on its 
proportional contribution to the total wastewater loadings from all users.  The District’s 
sewer service fees have been reviewed by the State Water Resources Control Board staff 
and are in compliance with the Guidelines. 

The District’s fees are also subject to the requirements of Proposition 218.  This 
proposition, passed in 1996, requires that fees shall not exceed the proportional cost of 
service attributable to any parcel.  The District’s fees also comply with Proposition 218. 
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Customer Revenue 

The projected revenue received for sewer services under the current 2025/26 fees 
has increased by $160,000 as shown in Table 1.  This is a combination of a $152,000 
increase in residential revenue and an $8,000 increase in nonresidential revenue.  The 
most significant usage increase in 2025 was for ADUs which increased by 28%.  The 
increase in customer revenue has the effect of decreasing the proposed 2026/27 sewer 
service fees by 0.4%. 

Table 1 
Customer Revenue at Current 2025/26 Fees 

Connection Charge Revenue 

Based on actual revenues, connection charges of $400,000 have been projected 
for 206/27 and the following years. 

Capital Improvement Program Funding 

Connection charge revenue and contributions from rates are used to fund the 
District’s Capital Improvement Program projects that are not funded by loans or grants.  
The funding for 2026/27 is $6,595,000.  This will be generated by $400,000 in 
connection charge revenue and $6,195,000 in sewer service fees.  The funding for those 
projects in the five years of the study period is show in Table 2.  The projects included in 
this program are listed in Table 3.  Existing fund balances will be used for the additional 
costs of these projects. 
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Table 2 
Capital Improvement Program Funding 

Table 3 
District Funded Capital Improvement Program 



4 

Operation and Maintenance Expenses 

The projected operation and maintenance expenses include treatment costs paid to 
the City of Santa Cruz and the District’s expenses for pump station and collection line 
maintenance, engineering, source control and fixed assets. 

As shown in Table 4, projected treatment expenses have decreased from those 
used in the 2025/26 fees.  The District’s share of treatment operations costs has increased 
by $417,000 due to utility costs, chemical costs and inflation.  With the completion of 
projects at the treatment plant there is a reduction in capital costs.  The District’s 8/17 
share of capital projects has decreased by $1,835,000.  The total decrease in treatment 
costs for 2026/27 is $1,418,000.  The treatment plant projects for the five-year study 
period are shown in Table 5.  These do not include construction of the Electrical 
Replacement Project which will be funded by a 2027/28 debt issue. 

Table 4 
2026/27 District Treatment Expenses 
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Table 5 
Treatment Plant Capital Improvement Program 

As shown in Table 6, the District’s O&M expense projections for the next fiscal 
year have increased by $680,000 from those used in the 2025/26 fees.  This includes 
increases of 2.6%, or $470,000, in operating costs and a $210,000 increase in routine 
capital expenses. 

Table 6 
2026/27 District Operation and Maintenance Expenses 

Debt Service 

The District currently has three projects funded by State Revolving Fund (SRF) 
loans.  These include $12 million for the Aptos Transmission Relocation Project, $5 
million for the Soquel Creek Pump Station Force Main and $3.3 million for the Valencia 
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Creek Sewer Relocation.  The Capitola/Jewel Box Sewer project was funded by a $7 
million California Infrastructure and Economic Development Bank (IBank) loan.   

In June 2022 the District issued $19.9 million in revenue bonds to fund five 
projects.  In June 2024 the District issued $29.0 million in revenue bonds to fund twelve 
projects. 

The District plans to issue three additional revenue bonds starting in 2027.  These 
include a $24 million issue in 2027 to fund seven projects and a $27 million issue in 2030 
to fund four projects. 

The District will be participating in the funding for the Electrical Replacement 
Project at the wastewater treatment plant which is currently under design.  The actual 
project cost and funding have not been established at this time.  Estimated District debt 
service participation for this project starting in 2027 has been included for the study 
period but is subject to change at a later date.  In addition, The District is also 
participating in a $3.5 million IBank loan for the Ultraviolet System Replacement project 
at the treatment plant. 

The debt service schedules for all the District’s loans and bonds for the study 
period are shown in Table 7.  The proposed projects funded by these loans and bonds 
over the next five fiscal years are shown in Table 8.   

Table 7 
District Debt Service 
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Table 8 
District Loan and Bond Funded Capital Improvement Program 
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Revenue Trust Interest Income 

The District uses the investment income received in the Revenue Trust Fund to 
fund a portion of its operating expenses every year.  This reduces the total revenues 
required from fees for sewer service.  Based on actual earnings, the projected annual 
interest income for 2026/27 and the following years is $500,000. 

Reserve Fund 

The District’s Reserve Fund will have a balance of $3,600,000 at the beginning of 
2026/27.  The District’s plan is to continue increases of $300,000 over the next five 
years.  Additional transfers would continue in the following years.  This will bring the 
balance to $5,100,000 by the end of 2030/31.  These amounts will be recovered annually 
through sewer service fees. 

Total Revenues 

Projected revenues required for 2026/27 through 2030/31 from fees for sewer 
service are shown in Table 9.  The total revenue required in 2026/27 is $41,103,000 
which will require an overall fee increase of $2,779,000 or 7.3%.  Annual fee increases 
for the following four years are projected to be 7.7% 

Table 9 
Total Revenue Requirements 
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Sewer Service Fees 

The proposed 2026/27 fees for sewer service, based on increased customer usage 
and total revenue requirements, are shown in Table 10.  The overall 2026/27 fee increase 
is 7.3%.  Residential increases are of 7.6% for single family residences, 7.5% for multiple 
and 7.2% for mobile homes.   

These proposed fees are based the average wastewater discharges for the three 
residential classifications, as adopted by the District Board in January 2022.  The 
discharge by customers in the single family classification is 5.1 HCF per month.  The 
discharge by customers in the combined multiple family classification is 4.1 HCF per 
month.  Mobile home discharge is 3.2 HCF per month.  Nonresidential fee increases vary 
based on customer size and strength of wastewater discharged. 

A five-year fee program for the study period is shown in Table 11.  This table 
includes adopted fees since 1991/92 and proposed increases through 2030/31. 

Table 10 
Proposed 2026/27 Fees 



10 

Summary 

The overall projected increase in fees for sewer service for fiscal year 2026/27 is 
7.3%.  The annual increases for the following four years are 7.7%.  These increases 
reflect increased customer usage, additional debt service, treatment plant operating costs 
and capital improvements and District operating costs and capital improvements.  The 
proposed single family and multiple family annual fees are shown in Figure 1.  Future fee 
increases are dependent upon the magnitude of treatment and collection operating costs, 
general inflationary trends, interest rates and customer usage. 

Table 11 
Five-Year Fee Program 
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Figure 1 
Annual Residential Fees 




