
Agenda 
City of Elk Run Heights 

Regular Council Meeting  
February 1, 2022 - 6:00 p.m. 

Located at Eddis Winstead Council Chambers 
 

 
 

1. Call to order  
 

2. Pledge of Allegiance 
 

3. Roll call 
 

4. Approval of the February 1, 2022 Agenda 
 

5. Presentation from Chris McKee with Midwest Assistance Program discussing water and sewer rate 
analysis  
 

6. FY23 Budget Workshop 
 

7. Adjournment 



Elk Run Heights 
Rate Study

Presentation by: Chris McKee
Technical Assistance Provider

515-368-1178
cmckee@map-inc.org

“Improving Rural Quality of Life”



“Improving Rural Quality of Life”

City Corp. 

Alice’s Drinking Water Co. 

Up a Creek Sewer Services Co.

Taco’s Natural 
Gas Co.

The Road To Nowhere Co. 

The General Store (The 
Super Walmart of the City): 
Police
Fire
Ambulance
Parks & Rec
Pools
Community Center
Economic Development
Animal Control
Mosquito Control
Library
Cemetery
Mayor & Council Wages
Clerk Wages Need Cash Now! Debt Services

Static Electricity Co. 



“Improving Rural Quality of Life”

USAGE SUMMARY



 Every customer is charged:
 $61.93 per quarter
 This breaks down to $20.64 per month
Number of customers billed each billing cycle is on average 476

 Every Customer is Charged for:
 30,000 gallons per quarter
 10,000 gallons per month
 476 customers per quarter = 459 residential; 16 

Industrial/Commercial; 1 School/government

“Improving Rural Quality of Life”

Current Water Rate Structure:



 30,000 x 476 = 14,280,000 gallons per quarter are billed for
 14,280,000 x 4 quarters = 57,120,000 gallons per year are billed for

 Breakdown according to customer type:
Residential billed for = 30,000 x 459 = 13,770,000 x 4= 55,080,000
 Industrial/Commercial = 30,000 x 16 = 480,000 x 4= 1,920,000
School/Government = 30,000 x 1 = 30,000 x 4= 120,000 

Billed gallons x # customers x quarters per year

“Improving Rural Quality of Life”

Current Water Rate Structure:



 Actual usage according to city’s billing
 In FY20 19,670,832 gallons billed for the year
Residential (459)= 5,804,232
 Industrial/Commercial (16)= 13,813,500
School/Government (1)= 53,100

 Summary
Billed for 57,120,000 gallons
Used 19,670,832 gallons
Difference of 37,449,168 gallons

“Improving Rural Quality of Life”

Current Water Rate Structure:



 Again in summary
Billed for 57,120,000 gallons
Used 19,670,832 gallons
Difference of 37,449,168 gallons

 Breakdown by customer type
 459 Residential billed vs used = 55,080,000 vs 5,804,232 
 Only using 11% of what they are billed for

 16 Industrial/Commercial billed vs used = 1,920,000 vs 13,813,500 
 Uses 719% more than billed for

 1 School/Government billed vs used = 120,000 vs 53,100 
 Only using 44% of what they are billed for

“Improving Rural Quality of Life”

Current Water Rate Structure:



Using these numbers, the city is only truly billing the quarterly flat fee 
per customer.  

 There are only four large users consuming gallons over the quarterly 
minimum of 30,000.  

Residential Customers pay for 96% of usage yet only actually use 30% 
 Ind/Com Customers pay for 3% of usage yet actually use 70%
School pays for 1% yet doesn’t even register for usage

“Improving Rural Quality of Life”

Current Water Rate Structure:



“Improving Rural Quality of Life”

FINANCIAL SUMMARY



 All 476 customers pay minimum at $61.93 per quarter
 $61.93 x 476 = $29,478.68 
 $29,478.68 x 4 = $117,914.72

Billed gallons = 14,280,000 quarterly; 57,120,000 annually
Actual usage = 4,917,708 quarterly; 19,670,832 annually

Ultimately the current rate structure has such a high minimum usage 
that it virtually cannot charge for any type of flow rate charge.  

“Improving Rural Quality of Life”

Current Water Rate Structure - Revenues



Waterloo charges to city for FY2020:
Charged for 20,228,576 gallons
Charge amount $54,820.49
 $2.71 per 1000 gal
 Includes flat meter charge and consumption charges

City charged customers in FY2020: 
Charged for 57,120,000 gallons 
Actual Income of $131,677.89
 $2.30 per 1000 gal

“Improving Rural Quality of Life”

BULK WATER CHARGES 



 Although the city is spending $2.71 per 1000 gallons, it is only 
recouping $2.30 per 1000 gallons.  

 This leaves a deficit of $0.41 per 1000 gallons.

 Waterloo Charged for 20,228,576 gallons, divided by 1000 = 
20,229

 $0.41 x 20,229 = $8,293.89 lost

“Improving Rural Quality of Life”

BULK WATER CHARGES 



 Fixed Vs Variable
 FIXED Expenses are costs associated with just having the system 

available.  This does not include any cost associated with actual water 
usage.  This is the cost of doing business so to speak. 

VARIABLE Expenses are costs that only come with water going 
through the system.  These expenses are somewhat random in that if 
the amount of water going through the system is higher, costs are 
higher.  But if the water going through the system is lower, so are these 
costs. 

“Improving Rural Quality of Life”

Current Actual Expenses



 Fixed Expenses for Elk Run Heights
Wages, employment taxes and benefits, work comp, and unemployment
People Service Contract
 Liability Insurance
Utilities such as electricity, phone and internet, gas, etc
Waterloo Water Works flat meter charges
DNR permits

“Improving Rural Quality of Life”

Current Actual Expenses



 Variable Expenses for Elk Run Heights:
Waterloo Water Works actual consumption/usage
 Trainings, meetings, etc
Equip/Tech Support
 Lab Testing
Repairs:  equipment and infrastructure
Operating and Maintenance such as water treatment chemicals, oil, 

seals, etc
Office supplies and postage

“Improving Rural Quality of Life”

Current Actual Expenses



 Fixed Costs are used to decide a flat rate.  This is the amount 
collected from every customer regardless of usage just to “keep 
the lights on”.  
 FY19 = $43,263.27
 FY20 = $47,700.18 (10% increase from previous year)
 FY21 = $51,671.37 (8% increase from previous year)
 FY22 projected = $70,879.75 (9% increase)

“Improving Rural Quality of Life”

Current Actual Expenses



 Flat Fee or Base Rate:
Simple:  Divide the fixed costs by the number of customers in the 

system:
 $70,880 (FY22 projected) / 476 customers / 12 months

= $12.40 per household per month with no usage included
 $70,880 (FY22 projected) / 476 customers / 4 quarters

= $37.23 per household per quarter

*This is not the rate being recommended, this is simply the break-even 
point.

“Improving Rural Quality of Life”

Results:



 Variable Costs are used to decide the usage rates.  This is the 
amount collected from every customer for the amount of usage 
at their property. 
 FY19 = $75,789.89
 FY20 = $81,093.86 (7% increase from previous year)
 FY21 = $92,668.88 (14% increase from previous year)
 FY22 projected = $101,935.77 (10% increase)

“Improving Rural Quality of Life”

Current Actual Expenses



 Variable Rates:
 Find the amount of sales units available for sale:
 20,228,576 gallons consumed by city
 Bill customers by 1000 gallons not per gallon so divide by 1000
 20,228,576 / 1000 = 20,229 sales units
 Variable Expenses (FY22 projected) = $101,935.77
 Expenses $101,935.77 divided by 20,229 sales units

= $5.04 per 1000 gallons 
*This is not the rate being recommended, this is simply the break-even 
point.

“Improving Rural Quality of Life”

Results:



 Example:
 Family of 5 
Uses approximately 5,000 gallons each month
Base rate for this family is $12.40/mo x 12 mo = $148.80
Usage rate for this family at 5,000 gallons each month 
 $5.04 x 5 = $25.20/month x 12 mo = $302.40 annually

 In total this family paid base rate plus usage rate of $451.20 for the 
year.

“Improving Rural Quality of Life”

Results:



 At the current rates this same family of 5 would pay $247.72 
per year

 Total consumption = 60,000 gallons year / 15,000 gallons 
quarter 

 At current rate, there would be no additional charges or income 
from this family.

Difference from current income of $247.72 vs example of $
451.20 = extra income of $203.48

“Improving Rural Quality of Life”

Results:



 FY19 
Revenue: $130,783.67
 Fixed Exp:  $42,263.27
Variable Exp:  $75,789.89
Profit of $11,730.51

 FY20
Revenue:  $133,809.60
 Fixed Exp:  $47,700.18
Variable Exp:  $81,093.86
Profit of $5015.56

“Improving Rural Quality of Life”

Comparison:



 FY21 
Revenue:  $136,444.15
 Fixed Exp:  $51,671.37
Variable Exp:  $92,668.88
Deficit of $7,896.10

 FY22 (projected)
Revenue:  $139,365.81
 Fixed Exp:  $70,879.75
Variable Exp:  $101,935.77
Deficit of $33,359.71

“Improving Rural Quality of Life”

Comparison:



 Increase base rate to $20 per customer per month and include 
1000 gallons of usage

 Earns = $20 x 476 = $9,520 x 12 = $114,240

 This amount almost meets the current revenue structure of 
$117,914.72 with bare minimum usage.  

Covers current Fixed Expenses of $70,879.75 with a profit of 
$43,360.25

“Improving Rural Quality of Life”

RECOMMENDATIONS:



 1000 gallons x 476 customers = 476,000 gallons paid for in 
base rate

Remaining gallons = 20,228,576 (Waterloo usage) – 5,712,000 
(yearly base usage billed for) = 14,516,576

 14,516,576 / 1000 = 14,517 sales units (usage to bill for) 

“Improving Rural Quality of Life”

RECOMMENDATIONS:



Charge a Variable rate of $8 per 1000 gallons

 14,517 sales unit x  $8 = $116,136 income from usage alone

 This amount surpasses the current revenue structure of 
$12,479.23 of income over the base usage.

Covers current Variable Expenses of $ $92,668.88 with a profit 
of $23,467.12

“Improving Rural Quality of Life”

RECOMMENDATIONS:



With a $20 base rate and a usage rate of $8/1000 gallons 
 Future
Revenue:  $230,376
 Fixed Exp:  $70,879.75
Variable Exp:  $101,935.77
Profit of $57,560.48

“Improving Rural Quality of Life”

RECOMMENDATIONS:



What does this mean for your customers:
 The base charge would basically stay the same as what they are 

currently being charged now.  
 Low income residents would not be affected or minimally affected with

the changes
Promotes water conservation
Costs of producing water would now be distributed fairly across usage
Residents would no longer be paying for water usage for the 

businesses/industries
With the conservation of water, the city’s Waterloo bill would be reduced 

lowering expenses to the city.

“Improving Rural Quality of Life”

RECOMMENDATIONS:



“Improving Rural Quality of Life”

Thank you
Presentation by: Chris McKee
Technical Assistance Provider

515-368-1178
cmckee@map-inc.org
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