
 
 
 

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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HOW DO OUR RATES STACK UP?





CURRENT RATE STRUCTURE:
-DECLINING BLOCK RATE-                                        3.5% annual increase per ordinance.

Gallons Used Fee

First 2,000 gallons $4.76/ 1000 GALLONS

Next 48,000 gallons $4.38/ 1000 GALLONS

Next 450,000 gallons $3.64/ 1000 GALLONS

Over 500,000 gallons $2.75/ 1000 GALLONS
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