
 
 
 

MEETING DATE: 01/14/26                   
 

AGENDA ITEM SUMMARY 
 

Subject: Scope of Services Agreement for Utility Rate Study - SEH 
__________________________________________________________________ 
 

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 operating costs, usage patterns, regulatory 
requirements, and debt obligations can cause existing rate structures to no longer 
reflect the true cost of service. 
 
The City’s current water rate structure utilizes a declining block model, where 
higher usage results in lower per-unit rates. While this structure can support 
economic development, it can also result in rates at higher usage levels that 
approach or fall below the cost of service. Because a relatively small number of 
customers account for a significant share of total consumption, this structure 
increases financial sensitivity to usage changes. 
 
Across all utility systems, operating costs continue to increase due to inflation, 
regulatory requirements, and infrastructure needs. In addition, the City must comply 
with State Revolving Fund (SRF) loan requirements, including maintaining a 
minimum debt service coverage ratio of 1.10. Recent state legislation reducing the 
City’s base property tax rate may also result in declining General Fund revenues, 
requiring certain utility-related costs to be shifted to the appropriate utility funds. 
 
To address these factors, the City has received a proposal from Short Elliott 
Hendrickson Inc. (SEH) to conduct a comprehensive utility rate review for the 
water, sanitary sewer, and stormwater utilities. The proposed review would analyze 
revenues and expenditures, evaluate existing rate structures, develop rate models, 
and provide recommended rate options and findings for City Council consideration. 
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Agreement for Professional Services 

 

This Agreement is effective as of January 12, 2026, between City of Charles City (Client) and Short Elliott 

Hendrickson Inc. (Consultant). 

 

This Agreement authorizes and describes the scope, schedule, and payment conditions for Consultant’s work on 

the Project described as: Utility Rate Review 

 

Client’s Authorized Representative: Cory Spieker, Water Superintendent 

Address: 900 Clark Street, Charles City, Iowa 50616, United States 

Telephone: 641.257.6315 Email: cory@cityofcharlescity.org 

  

Project Manager: Maria McCarty 

Address: 10 N Washington Ave., Suite 110, Mason City, IA 50401 

Telephone: 507.508.4707 Email: Mmccarty@sehinc.com 

 

 

Scope: The Basic Services to be provided by Consultant as set forth herein are provided subject to the attached 

General Conditions of the Agreement for Professional Services (General Conditions Rev. 05.15.22), which is 

incorporated by reference herein and subject to Exhibits attached to this Agreement. 

 

Project Overview 

The project involves reviewing the City’s existing income and expenditures, projecting revenue from the Charles 

City Utility (Utility) water, sanitary sewer and storm sewer fees over the next 5 years and recommending changes 

to the fee and/or fee structure to meet identified revenue goals. 

We have developed the following work plan and fee based on our project understanding. 

Work Plan 

Task 1 Data Collection, Trending, & Projections  

To initiate the rate study, our team will develop and provide a comprehensive data request form that 

outlines the specific financial and operational information required from the Client. This form will guide 

the Client in compiling relevant data including water utility billing information, financial information, 

and community planning documents. 

Upon receipt of the information, we will conduct a thorough review and analysis of the submitted data, 

identifying key trends in both spending and revenue, as well as identifying any outliers that may 

impact revenue. Using these insights, we will project expenditure and income trajectories over the 

next five years, applying appropriate forecasting methodologies to ensure accuracy and relevance. 

These projections will serve as a foundational element in evaluating the sustainability of current rates 

and informing future rate recommendations. 

With the completion of this task, we will summarize the trends in memo format and request a remote 

meeting with the Client to review the memo. 

Task 2 Rate Model Development  

As part of the rate study, we will develop a customized Excel-based rate model designed to evaluate 

the financial performance and sustainability of the current rate structure. This model will incorporate 

historical and projected financial data, allowing for dynamic analysis of revenue sufficiency, rate 

adequacy, and the financial impact of upcoming infrastructure investments. We will conduct a detailed 

review of the existing rate structure to assess its alignment with operational needs and capital 

planning, identifying any necessary adjustments to ensure long-term fiscal health.  
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A remote meeting will be scheduled with the Client to present the model, review current revenue 

generation, and discuss the accuracy of the model and potential refinements. Remote presentations 

will facilitate interactive navigation of the model and allow for real-time feedback and scenario testing. 

Task 3 Proposed Rates  

Building upon prior meetings and feedback, we will finalize and present proposed rate models that 

offer clear comparisons between alternative rate options. These models will illustrate the financial 

impact of each option on customer classes, ensuring transparency and equity in rate adjustments. A 

comprehensive final report will be prepared, detailing the recommended rate structure, the underlying 

data and assumptions, and the methodology used in the analysis.  SEH will deliver a remote 

presentation to the Council summarizing the rate review, highlighting key findings, recommendations, 

and the anticipated outcomes of the proposed rate adjustments 

Deliverables 

For this project, SEH will provide the following: 

• Technical Memo 1: Summary of trends and projections used in developing the Rate Model. 

• Rate Model: Excel-based rate model. 

• Final Report: detailing the recommended rate structure, the underlying data and assumptions, and the 

methodology used in the analysis. 

 

Meetings 

• Kickoff Meeting: remote meeting to introduce team. 

• Data Collection, Trending, and Projection: remote meeting to review provided information. 

• Rate Model Development Meeting: remote meeting to review the draft model. 

• Proposed Rates Meeting: remote meeting to finalize and present proposed rate models that offer clear 

comparisons between alternative rate options. 

• Presentation to Council: remote meeting to present the rate review. 

 

Assumptions / Exclusions 

Our work plan and deliverables were built on the following assumptions: 

• Requested data will be provided in a timely manner and completely.  

• Client monthly billing information will be provided in an excel file format.  

• Clients provide water for Charles City, and other industries. 

• Only 1 proposed rate model for each utility (water, sanitary sewer, and storm sewer) will be developed.  It is 

considered a separate rate model if the file requires to be saved with a new name for comparison with a 

different rate model.  

• Computer charges will be itemized on invoices. 

 

The following items are not included in our scope of work and fee. We would be happy to discuss revising our 

proposal for the inclusion of these items. 

• Preparation of any capital improvements plan.  

• Comparison to neighboring communities of similar size. 

• Meetings and negotiations with customer communities.  

• Any changes to the existing trends or projections after the Technical Memo 1 are reviewed by the Utility.  

• Additional rate models, other than the proposed rate models, as defined in the assumptions.  

 

Client Responsibilities 

Provide the following information if available:  

• Population and Development Data 

 Changes in the population such as known development/annexations 

 Changes in commercial/industrial business.  

• Billing and Usage Information 

 The last 3 years of monthly billing information in an excel file.  
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 The last 3 years of monthly water pumped. 

 The last 3 years of monthly metered flow at the wastewater treatment facility and loading 

information. 

• Ordinances and Agreements 

 Current water, wastewater, storm ordinances 

 Significant industrial agreements 

 Any water agreements. 

• Financial and Planning Documents 

 Financial reports for the last 3 years. 

 Budgeted expenditures for 2026 and 2027. 

 Capital improvement plan for the next 5 years. 

 Current loan amortization schedules. 

 Proposed debt service requirements. 

 The last 3 years of audits for utilities. 

Client will offer fiscal, legal, accounting, and insurance counseling services as required. 

Fee Estimate 

Fee breakdown between each utility rate review as follows: 

Water Utility Rate Review $10,800 

Wastewater Utility Rate Review $10,800 

Storm Utility Rate Review  $8,500 

If there is any modification to the number of rate reviews or to the specific utility rate reviews to be conducted, a 

rereview of the total fee shall be required. This is necessary to account for efficiencies realized when multiple rate 

reviews are performed concurrently. 

 

Additional Tasks  

We have identified the following additional tasks beyond those identified in the above work plan that may be 

required by the City of Lakeland or that could benefit the project. These tasks are not included in the scope of 

work but can be added via an amendment to this contract.  

Optional Task 1 Additional rate models                                                    Task Fee $1,100/model 

SEH will provide an additional proposed rate model, above the one already included in the 

scope.  It is considered a separate rate model if the file requires to be saved with a new name 

for comparison with a different rate model.  

Optional Task 2    Regional Rate Comparison Task Fee $2,000 

SEH will contact up to five neighboring communities of similar size to provide a comparison 

and context to support the proposed changes. 

Schedule: We are prepared to begin work within 2 weeks of receipt of a signed agreement and the required 

information listed above. We anticipate completing the work within 6 months. The duration to complete the rate 

study is dependent on the timing for receiving requested information and the quality of the information received.  

We anticipate the following milestones. 

• Task 1 - complete 3 months after a signed contract. 

• Task 2 - complete 2 months after completion of Task 1. 

• Task 3 - complete 1 month after completion of Task 2. 

 

Payment: 

The lump sum fee is $30,100 including expenses and equipment.  

 

The payment method, basis, frequency and other special conditions are set forth in attached Exhibit A-2. 
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This Agreement for Professional Services, attached General Conditions, Exhibits and any Attachments 

(collectively referred to as the “Agreement”) supersedes all prior contemporaneous oral or written agreements and 

represents the entire understanding between Client and Consultant with respect to the services to be provided by 

Consultant hereunder. In the event of a conflict between the documents, this document and the attached General 

Conditions shall take precedence over all other Exhibits unless noted below under “Other Terms and Conditions”. 

The Agreement for Professional Services and the General Conditions (including scope, schedule, fee and 

signatures) shall take precedence over attached Exhibits. This Agreement may not be amended except by written 

agreement signed by the authorized representatives of each party. 

 

Other Terms and Conditions: Other or additional terms contrary to the General Conditions that apply solely to 

this project as specifically agreed to by signature of the Parties and set forth herein: 

None. 

 

 

 

 

Short Elliott Hendrickson Inc.  City of Charles City 

By: [[DocuSignSignature_1]]  By: [[DocuSignSignature_2]] 

Full Name: [[DocuSignFullName_1]]  Full Name: [[DocuSignFullName_2]] 

Title: [[DocuSignText_Signer1_Text1]]  Title: [[DocuSignText_Signer2_Text1]] 
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Exhibit A-2 

Payments to Consultant for Services and Expenses Using the Lump Sum Basis Option 

The Agreement for Professional Services is amended and supplemented to include the following agreement of 
the parties: 

A. Lump Sum Basis Option 

The Client and Consultant select the Lump Sum Basis for Payment for services provided by Consultant. During 
the course of providing its services, Consultant shall be paid monthly based on Consultant’s estimate of the 
percentage of the work completed. Necessary expenses and equipment are provided as a part of Consultant’s 
services and are included in the initial Lump Sum amount for the agreed upon Scope of Work. Total payments to 
Consultant for work covered by the Lump Sum Agreement shall not exceed the Lump Sum amount without written 
authorization from the Client. 

The Lump Sum amount includes compensation for Consultant’s services and the services of Consultant’s 
Consultants, if any for the agreed upon Scope of Work. Appropriate amounts have been incorporated in the initial 
Lump Sum to account for labor, overhead, profit, expenses and equipment charges. The Client agrees to pay for 
other additional services, equipment, and expenses that may become necessary by amendment to complete 
Consultant’s services at their normal charge out rates as published by Consultant or as available commercially. 

B. Expenses Not Included in the Lump Sum 

The following items involve expenditures made by Consultant employees or professional consultants on behalf of 
the Client and shall be paid for as described in this Agreement 

1. Expense of overtime work requiring higher than regular rates, if authorized in advance by the Client. 

2. Other special expenses required in connection with the Project. 

3. The cost of special consultants or technical services as required. The cost of subconsultant services shall 
include actual expenditure plus 10% markup for the cost of administration and insurance. 

The Client shall pay Consultant monthly for expenses not included in the Lump Sum amount. 
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