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City of Prescott Water Service Policy and Procedure 

 

I. Scope 

This policy is intended to be a long term plan to direct City staff in managing the 

City’s finite water supplies and to assure potential applicants that they can rely on 

a consistent set of rules when applying for water service. This document applies 

to all new applications for water service of any type. 

 

II. Water Conservation Policy 

The City of Prescott should continue in its role as a leader in conservation of 

water resources and utilization of non-groundwater sources.  City staff shall 

actively seek ways to improve the City’s conservation measures and develop new 

ways for the City to reduce its net groundwater use. 

 

III. Water Service Tools 

 

1.  Water Resources Management Model 

The Water Resources Management Model (WRMM) shall be the City’s tool for 

tracking actual, estimated, and projected water demands and supplies.  The 

WRMM shall be maintained and updated annually. 

2.  Water Conservation Trend Model (WCTM) 

The Water Conservation Trend Model (WCTM) shall be the tool for estimating 

future demand and the effectiveness of conservation actions.  The WCTM shall 

be maintained and updated annually 
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IV. Water Connection Policy 

 

1. The City Manager, or designee, may administratively approve any project 

requiring less than 5 acre-feet of water annually, as determined by the City’s 

Public Works Department. 

 

2. The City may require a water demand analysis for projects with an estimated 

water demand greater than 5 acre-feet annually. This analysis will be 

performed by a civil engineer at the applicant’s expense.  

 

3. Water will be provided, but no specific amount of water will be allocated to 

any project through separate contract. 

 

4. The City may require a cost/benefit analysis for any project, at the applicant’s 

expense.   

 

5. In the event a property applying for water service has an existing entitlement 

to water from the City, that entitlement must be fully utilized before the City 

will make additional water available for the property. 

 

6. Water service will be subject to compliance with the City’s Codes and Policies, 

including those requiring connection to the City’s sanitary sewer system. See 

City Codes for additional information and exceptions.  

 

V. Water Application Procedure 

 

1. Within City Limits: 

 

A. Projects requiring less than 5 AF/yr shall: 

 

1) Contact Community Development Department to verify the project 

can proceed to a building permit. 



 

3 
Draft 6-21-19 

2) Submit all required applications and permits.  If the project is 

otherwise approved, administratively or by Council action, water is 

also allocated to the project. 

3) Abide by all City Codes and Policies. 

 

B.  Council approval for projects over 5 acre-feet shall: 

 

1) Contact Community Development for instructions on how to 

proceed.  

2) Attend Pre-Application Conference (PAC). 

3) Submit all required applications. 

4) Complete the platting process, if required. 

5) The City Council will vote on the proposed project and water use. 

6) Abide by all City Codes and Policies. 

 

2.  Outside City Limits 

 

A.  Contact Public Works Department.  

 

1) If the project has an existing entitlement to water, such as a pre-

existing contract, the request will be handled pursuant to the “Within 

City Limits” Process in Section V.1.  

2) If the project does not have an existing entitlement to water, water 

service may be available if the project is within the City’s Expansion 

Zone (Exhibit A).   

3) Submit a PAC application that includes a feasibility analysis, and Cost 

Benefit Analysis, if required (Exhibit B).  

4) The PAC application will be reviewed by City Staff.   

 

B. After staff review is completed, the application will be forwarded to the 

City’s Water Issues Subcommittee for a recommendation.  Following its 

recommendation, the application will be forwarded to the City Council as a 

whole for approval determination.  If approved, the project will be subject 

to the “Within City Limits” Process in Section V.1. 
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Exhibit A 
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EXHIBIT B 

Cost-Benefit Analysis Guidelines for Proposed Out of City Water Service 

  

The City of Prescott recognizes the potential advantages of expanding the City's water system. In 

considering potential extensions, the City is committed to making consistent, fair, and well-informed 

decisions that will benefit the City. For these reasons, the benefits and costs of all proposed extensions 

of the City water system will be carefully evaluated. The following Policies ensure uniformity and 

completeness in the preparation of such analysis. 

 

Scope:   A formal cost-benefit analysis prepared according to the guidelines below shall be prepared for 

any application for city water to serve any commercial project or subdivision outside of city limits. The 

analysis should include estimates of all identifiable and quantifiable costs and benefits to the City that 

can be expected to result from the new service. 

 

Examples of costs to the City include water, wastewater, infrastructure maintenance, and other 

governmental services to maintain existing levels of service. 

 

Examples of benefits include impact fees, water acquisition fees, out of city water rates, land donations 

and easements for required infrastructure, open space, or other community benefits. 

 

The City recognizes that some costs and benefits are not quantifiable. Non quantifiable costs and 

benefits should be clearly identified and they will receive explicit consideration in the final review of the 

proposed water service as potential mitigating or aggravating factors. 

 

Requirements:   Each cost-benefit analysis shall satisfy the following requirements: 

 

1. Forecast Period:  The analysis shall encompass a time period of at least 25 years. A year-by-year 

forecast of costs and benefits will be presented for the first ten years following the anticipated water 

service approval date and costs and benefits will be aggregated for each of the following five year 

periods. 

 

2. Assumptions:  A narrative discussion of quantifiable and non-quantifiable cost and benefit 

assumptions should be set forth in separate sections of the report. The source which supports the 

assumption should also be identified. 
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3. Cost of Funds:  Accumulated costs incurred by the City and revenues received by the City 

through the new service shall be calculated at the end of each forecast period. 

 

If the balance of accumulated costs exceeds the balance of accumulated revenues, a rate of interest 

reflecting the City's opportunity or financing cost of funds (referred to herein as the "financing rate") 

shall be applied to the difference and included in the following period's costs. 

 

If the balance of accumulated costs is less than the balance of accumulated revenues, the financing rate 

shall be applied to the difference and included in the following period's revenues. 

 

The financing rate to be used in cost-benefit analysis shall be provided by the City of Prescott Finance 

Department. 

 

4. Inflation:  The analysis shall incorporate projected inflation rate(s) to be provided by the City of 

Prescott Finance Department. 

 

5. Net Present Value:  Proposed water service connections will be evaluated in terms of the 

discounted value of their associated benefits less the discounted value of their associated costs. Costs 

and benefits realized during the forecast period will be reflected using the net present value discounted 

to the present using a discount rate to be provided by the City of Prescott Department of Finance. 

 

Discounting takes into account the time value of money thereby permitting expenses incurred and 

revenues received at different dates to be compared  using  a  common metric. The discount rate used 

in cost-benefit analysis shall be equal to the financing rate, defined above. Future costs and benefits 

shall be discounted as if they occurred at the midpoint of the period in which they are realized 

 

6. Sensitivity Analysis:  Baseline cost and benefit projections should be accompanied by sensitivity 

analysis showing the impact of changing selected critical assumptions on the projected costs and 

benefits and on the estimated net present value of the proposal. A separate sensitivity analysis will be 

conducted for each of the critical assumptions identified by City staff. Sensitivity analysis will be 

provided for alternative assumptions regarding the following factors: 

• Build-out periods (compressing the build-out period by 25-35% and extending the build out 

period by 25-35% ), 

• Occupancy rates (plus or minus 10-20% of projected occupancy rates) 
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• Infrastructure costs (plus or minus 15-20% of projected infrastructure costs) 

7. Responsibility for Completing and Paying for the Analysis:  The Applicant shall be responsible 

for all costs associated with the Cost-Benefit analysis. 

 

In the event the applicant has questions on any aspect of the foregoing Policies, they should be directed 

to the City of Prescott Finance Director. 

 


