MEETING DATE: 01/05/26

AGENDA ITEM SUMMARY

Subject: Utility Rates

Background Summary: Trout

The City of Charles City’s water, sewer, and stormwater utilities rely on user rates
and fees to fund operations, maintain infrastructure, and meet long-term financial
obligations. Over time, changes in costs, usage patterns, and regulatory
requirements can cause existing rate structures to no longer reflect the true cost of
service.

The water utility utilizes a declining block rate structure, where the cost per 1,000
gallons decreases as usage increases. While this structure can support economic
development and provide predictability for large-volume users, it results in
significantly lower per-unit rates for high-volume customers. Because a relatively
small number of users account for a large share of total consumption, discounted
rates at higher usage levels can approach or fall below the actual cost of service.

Across all utility systems, operating costs continue to increase due to inflation,
regulatory requirements, and infrastructure needs. When rates paid by higher-
volume users approach or fall below the cost to serve, the utility’s ability to fund
operations, maintenance, and capital reinvestment is impacted.

In addition, the City must comply with State Revolving Fund (SRF) loan
requirements, including maintaining a minimum debt service coverage ratio of 1.10.
This ensures net revenues exceed annual debt payments and is necessary for
continued financial compliance and access to future funding.

Recent state legislation requires the City to reduce its base property tax rate, which
may result in declining General Fund revenues. As a result, certain expenses
associated with operating and supporting the City’s utilities that were previously
funded through the General Fund will need to be shifted to their respective utility
funds.

A formal utility rate assessment would allow the City to evaluate whether existing
water, sewer, and stormwater rate and fee structures equitably distribute costs
among users, reflect the true cost of service, and generate sufficient revenue to
meet operational needs and long-term financial obligations. This assessment is an
important step in protecting the financial stability of the City’s utilities and ensuring
reliable service for current and future users.
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" CHARLES CITY WATER RATES

WATER UTILITY RATE ASSESSMENT & RECOMMENDATIONS ,‘

—

GOAL:

TO ESTABLISH A RATE STRUCTURE

THAT COVERS OPERATIONAL COSTS
WHILE MAINTAINING COMPETITIVE )
PRICING FOR BOTH RESIDENTSAND »

~ COMMERCIAL USERS. /

ﬁwﬁ
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)JEFINING "IDEAL" RATES

RESIDENTIAL i COMMERCIAL

Goal: Affordability and Conservation. Goal: Predictability.
Ideal rates should cover the Rates should be slightly higher than
“cost-to-serve” plus a reserve for residential to account for higher peak- =
depreciation. demand infrastructure requirements. /






ADDITIONAL USERS & HISTORY

| #1 — 40% OF ALL WATER —i> #4 & 2024 COMPARISON
$3.60/1000 GALLONS .§| AVG. $3.62/1000 GALLONS
' 399,691,000 GALLONS &zl 4,427,000 GALLONS
2024- #4: AVG. $2.!
— e 4

AVG. $2.95/1000 GALLONS
81,939, 000 GALLONS

. I ‘ ' AVG. $4.10/1000 GALLONS
2,127,000 GALLONS -
‘ AVG. $2.95/1000 GALLONS
) 41,441,096 GALLONS
@)




First 2,000 gallons

$4.76/ 1000 GALLONS

Next 48,000 gallons

$4.38/ 1000 GALLONS

xt 450,000 gallons

$3.64/ 1000 GALLONS

5/8-inch meter $21.99
3/4-inch meter $S24.19
1-inch meter $30.78
1 1/2-inch meter $39.58
2-inch meter $63.74
3-inch meter $241.82
4-inch meter $307.78
6-inch meter $458.90
8-inch meter $637.57
10-inch meter $828.89
12-inch meter $1,076.83




DECLINING (CHARLES CITY) UNIFORM (TYPICAL)

" INCLINING (DES MOINES)

., Primary Goal: Primary Goal: Primary Goal:
= Economic Development Water Conservation Administrative Simplicity
@) Best For: Best For: L ‘L Best For:
Manufacturing Hubs Ml Water-Scarce Areas __ | Stable, Small Communities
Revenue Stability: W " Revenue Stability: | Revenue Stability:
igh (Industry keeps it steady) | Low (Fluctuates with habits) Moderate
Consumer Message: Consumer Message: Consumer Message:
“Use more, save more” ‘Save more, pay less” “Pay for what you use”
o
)/ |




Des Moines dsm (Residential)
Omaloasa

Coratvite (Residential)

lows Cry

Des Moknes dsm {Commardial)
Johnston dsm

Grimes csm

Fort Madison

Indanoia (Resisensal)
Wavary
Marshaltown (Residential]

LIME BOFTENING PLANT2

$1056

$1099
1124
s1123
$11.45
$1.45

Ntoora (Resdertial)

Sioux City (Resicental)
Waukes dsm

Arerican Wake Co.T (Residentia
Cardvite (Commansia)
Amas.

Caundi Buts

Marian

Muscatne (Residental]
Cacar Fats (Resicenal
Cocar Fats (Commercial)
Cturwa

North Liary

Stomm Laka (Residensal)
Codar Ragids

LaMars

Mason Cy

=

LIME BOFTENING PLANT2

City / Type 1,496 GaliONt o1 ee amsons City ! Type City / Type 4,458 GallONE 51000 arurons
[Comvsamesdentan |  ss20] 3553 Corsivila (Residental] Corsivita (Residential} Coratvita (Residertial] swas|  sany
Carrol (Residertial) $ios Wakrion Watkrioo Waknioo $1a13 $403
Waknoa 12 Carrol (Residential) Carvol (Rescertial)

Newton $1.45 Newton Counci Buts

Wavarty s1227 Council Bluts Newton

lows Ciy siz2er Wavary Coraivita (Commarsial)

Cive dsm § $1306 Civa dsm§ Mardon

| Sioux City (Rasicantal) §1348 Coraivite (Commarsal) lowa Cy

Coraivita (Commarcal) $1420 lows Ciy Wavarty

Coundl Biuts 51443 Marion Sioux City (Resicantial)

West Des Monas. $1457 Souw City [Rasiconsal) Lo Mars

Des Molnes dsm (Commerndial) $1461 Lo Mars. Keokk Noraalk dsm $2867
Des Moines dsm (Resdential) $1532 Des Moines dsm (Commendal) Norwalk dsm Des Moines dsm (Commardal) $222
Marion $1550 West Des Mones Cacar Fals (Resksensal) Cesar Fals (Commercial) $270
Urbancale dsm $1561 Keckuk Des Moings dsm (Commardal) Souw City [Rasicental) $2996
Ingiancka (Commercial) $158¢ Des Moinas dsm (Residential) West Des Moines Wavary $30.06
Indancia (Resicental) $i597 Norsaik dsm North Lberty Marshaltown (Commarnsial) $3078
Niooea (Commardal) 51645 Mason Ciy Des Moines dem (Rasidential) Amas $3088
Nioora (Resdertsd) $16.45 Marsnaltown (Resigential) $a26s
Norealk dsm $17.19

North Lberty S1742 Marshaitoen (Commarndal)

S Lake (Resicental) $17.47 Indanola (Commercial)

Geimes cam $12.06| Nioona {Commercal)

Lo Mars $18.20) Nioora (Residertial)

Masce Cty $1a21] InSanoiz (Resisental)

Waukes dsm $12436 Cosar Fals (Resicensial)

Marshaitown (Commarndial) $1250 Marshaltown (Residential)

Kaokuk $iap2

Marshaitown (Residental) $19.92

Osxaloosa $1958 Atoora (Comenardal) ANtoona (Commeraal) $3235
Mscatne (Residantial) $1964 ANoora (Resdential) Nioora (Resdertial) $3335
Amas $1976 InSarok (Commercial) Norh Lbety $38.47
Boona (Residential) $1979 Indancka (Rasicental) Indancka (Commercial) $39.03
Boone (Commarncial) $1979 Cocar Rapids Mzcatng (Commansal) $307
Ceciar Fals (Resicental) $2030 Ackeny dsm $3057 Cive &sm § $3218
Ankary dsm $2035 Mzcatne (Residontal) $3097 Indarcia (Resconta) s
Codar Fals (Commercial) $2090 Fort Madison $31.20 Mscatne (Residental) $4068
Fod Madeson 2122 Pala $3169 Arkery dsm $&078
Johnston dam $22.30 Oskaloosa $z207 Fort Madison $41.18
Cadar Rapids $2374 Waukeo dsm $3250 Pall $42.01
Fort Dooge & $2508

Amarican Water Co.t (Residentia $2595 Johnston dsm $3405 Osaoma $4461
Cdurma $26.40 Grimes csm $3450

Paia $2%51 Otturwa. $3552

M_zcatne (Commancial)

Pleasact HIE dsm
Buriinglon

Buringion

Spencar

Amarican Water Co.t (Residentia

$3590
$3T88
32595

Plaasart HE dsm




City  Type. 10,000,000 gations City Type 50,000,000 gations City1 Type 75,000,000 gations City 1 Type 100,000,800 gsliona
| soramoo]  si4

Muszatng (Commarsal) [ smaseso]  si.eg) M.scatng (Commarcial) [MascatoaComvarsay | sessraoa]  si4]
Latrs £23.902.00 5239 LaMars $119.083.00 LaMars $ITAET100 s238 LaMars 52320500
Cackar Fals (Commersis) $2403200 w2 Cosar Fals (Commercial) $120074.00
Butngion $25.604.00 2 Burtingon $127.994.00 Burtingion $191850.00 2 Bustingion $265.907.00
Wakrion $26.247.00 = Watkeroo $131.053.00 Wakroa $195.557.00 2 Wakdoa $262061.00
Cactar Fals (Rusidontial) $25 572,00 52 Cacar Fats (Resicensal) $122774.00 Cocar Fals (Reskensa) $199.447.00 = Coctar Fals (Rsicontial) $265.519.00
2 2

Coraivita (Residentis] $2261200 2 Caraivita (Residential] sua0800 Coraivitn (Residential) 521456200 52 Coraivila (Residential) $285.081.00
Coraivita (Commarsal) $2261800 2 Coravide $ Coraivite (Commarcial) $214 56200 5286 Coratvile (Commardial) '$285.087.00
Carmol {Rasidertial) $31.557.00 Carmt (Residertia) $157.751.00
Courcl Bluts $32251.00
Keokik $32382.00

I Fo Dacge & $33.06200
Costar Rapics $33.962.00
Waverty $34305.00

Soux City [Residensal)

$1.455810.00

Normalk dsm $293.529.00 Newton $1.461844 00

fowa Cly 531091600 Normalk dsm $1.467613.00

Marshaitoan (Commancal) $319.80000 lowa Cy $1.554 67500

Amarican Wakr Cot (Rlesidentia  $323851.00 Marshaitomn (Comenandial) $1.508.905.00

Mzcatne (Resdential) 32386700 Amanican Wakr Co.t (Residenta §1.612417.00

Fort Madison $325849.00 Mscatna (Residential] $1,621641.00

Fort Madson §1.629.20900

Avas $355,403.00 Marshalten (Residential) $1,754.605.00

Boone (Commarsat) $36373300 Aras $1.781211.00

Des Moines dam (Residential) $385.267.00 Boone (Commandial) $1.21866500

Das Moines dsm (Commencal) $62157.00 $522 Des Moinas dsm (Commerdal) $260.782 00 Des Moknes dsm (Commendial) $301,154.00 Des Moines dsm (Commardal) $521.526.00 Des Moiras dsm (Residartial) $1,906.626.00

Stonm Lake (Residental $563,42200 Sionm Lake (Residonsal) $267.43200 S Lake (Resicdensal $40077200 Stomm Lake (Resicental) $534.405.00 Des Moines dsm (Commerciall — $1.565687.00

Spencer $61.53000 Spencer $307 545.00 Spencer $461.42400 Seancer $615.202 .00 Shonm Lake (Resicental) $2.004.15200
Pala $324 82500 Pelan $487 20200 Peia $649.571.00
West Des Moes $335.339.00 West Das Mones 350450500 West Des Monas $ET26T0.00

Norh Loady $360.521.00 Norh Lbarty $525777.00 North Loarty $701,033.00 West Des Morras. $2 522 571.00

Urbancaie dam $358.167.00 Urbarcale dsm $537.276.00 Urbancaia dsm $716.36500 North Livarty $2 62384500

Atoora (Commersal) $374.965.00 Ntoora (Commandal) $561.257.00 Ntoora (Commeraal) §T&238300 Ubancaie dam 3268522700

Aloora (Resdential) $37535500 Ntoona (Residertial) $563,059.00 Ainora (Regdentid) $TH0.761.00 Altaona {Commarnsal) $2.805.290.00

Boone (Residential) $391 85200 Boona (Residential) $587.707.00 Boona (Residential) $78356200 Nioora (Resdertial) $2.215702 00

InSancka (Commertial) $397 58300 Indiancia (Commercial) $505,472.00 Indiaroia (Commercial) $795373.00 Boone (Residential) $2535321.00

Johnsion dsm $400457 00 Johnston dsm $500.681.00 Johnston dsm $200904.00 InSanck (Commercial) 32 562 54300

InSanoka (Resicensal) $409.634.00 Indancia (Resisensal) $514.484.00 Insancia (Resicental) $219.335.00 Johnston dsm $3.003.342.00

Omaoma $43083500 Oskaoosa $545.263.00 Osxaloosa $261.691.00 InSarcia (Resicensal) $3.072.44200

Cive dsm § $44379200 Civo dsm§ $565654.00 Ciwe dam§ $287.516.00 Osaloasa $323139200

Ploxant HI dsm $476.957.00 Paasant HI dsm $7T1542000 Paxart HI dsm $563 BE3.00 Cive dsm § $3.322521.00

Waukos dsm $480.695.00 Waukeos dsm $721,029.00 Waukas dem $561.361.00 Plamant HE dsm $3.577.456.00

Ackory dsm $405.700.00 Ackeny dsm $745.043.00 Ackeny dsm $5993.385.00 Waukee dsm $3.605.003.00

$111.80500 Otturma $559.010.00 Cttumma $2351600 Ctturma $1.18021.00 Ankary dsm $3.725270.00

$112.080.00 Grimes csm $560.392 00| Grimes cem $340.580 00) Grimes csm $1.120.768.00} Cturmwa $4.192 574.00

Games dem $4.203.065 00}

LIME BOFTENING PLANT2



éé‘é YEAR ‘ o (I;’?JLI;III-SENDS
2016 718,936,000
2017 827,611,000
2018 887,179,000

796,008,000

757,445,000
789,817,000
759,579,100
809,492,000

920,477,000

. ' =
O GALLONS SOLD 6 TOTAL EXPENSES % PRICE PER 1000 GALLONS

660,760,006,

643,920,000 $1,538,971.27 $2.39
761,885,000 $2,326,514.32 ‘ $3.05
768,412,200 $2,310,411.43 $3.00

713,898,000 $1,693,931.36 $2.37

$2,274,141.69 $3.00

721,109,001 $2,726,228.56

720,080,700 $2,271,566.48

765,969,000 $3,388,232.80

816,365,000 $3,758,816.62

@ If the “discounted” rate falls below our COStS (the @actual cost of chemicals, electricity, along
with all other expenses for each 1000 gallons), we are essentially paying these companies to use

our water.

costs

rate{



| HOW IT’S CALCULATED:

{Operating Revenues} — {Operating Expenses (excluding depreciation)}

DSC Ratio = : -
Annual Debt Service (Principal + Interest)
o [' Operating Revenues: @ Operating Expenses: Debt Service:
~=) Money collected from O} The cost to run the plant == The total amount of SRF loan
water/sewer bills and fees. (power, chemicals, labor). payments (and any other debt

due in fiscal year.




74 CONDUCT A FORMAL
@'_—f’._o ATE STUDY

FAIR & EQUITABLE
COST DISTRIBUTION
NOT ALL L = ‘ 'JéRMCE THE SAME
STRAIN ON THE SYSTEM. A FORMAL
FUTURE-PROOFING STUDY WILL ENSURE THAT ALL USERS
THE SYSTEM ARE PAYING THEIR “FAIR SHARE."

AT ANANNE O
Y 4 GUARANTEES THE CITY STAYS NN
‘ ABOVE THE 1.10 THRESHOLD
- FOR THE LIFE OF ALL OUR CURRENT A f'
® AND UPCOMING SRF LOANS.
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