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Thank you for the opportunity to present the staff recommendation of revenues necessary to 

support the planned operating and capital budgets for the Water and Sewer Funds.  The Ames 

Municipal Code requires that the Director of Water and Pollution Control “…review and 

recommend to the City Council revisions of the rates and charges established…at intervals 

appropriate to provide for the funding needs of the utility.” 

 

As you know, both utilities are facing significant expenses in the coming years.  The proposed 

projects are a combination of the need to provide capacity for our growing community, the need 

to respond to new and anticipated regulatory requirements, and the need to re-invest in the 

infrastructure of these two utilities that are so essential to our way of life. 

 

To help you prepare for the discussion, I have attached a copy of the presentation I plan to cover 

at your meeting on March 6. You will see that the discussion will include recommended 

adjustments to both the Water and Sewer Funds effective July 1, 2018.  I look forward to 

meeting with you to discuss the exciting future of the water and sewer utilities as we seek to 

meet the needs and expectations of our community. 

 

To: Mayor and City Council 

  

From: John Dunn 

  

Date: March 2, 2018 

  

Subject: Water & Sewer Rates 
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FY 2018-2019 Water & Sewer Rates
March 6, 2018

AgendaAgendaAgendaAgenda

• National & State-Wide Trends in Rates

• Projected Need for Revenue Increase

• Translating Revenue Needs to Rates

• Customer Perspective

• Council Direction
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National & State-Wide Trends

National and State TrendsNational and State TrendsNational and State TrendsNational and State Trends

Data sources include:

• 2016 Cost of Clean Water Index

National Association of Clean Water Agencies

• 2016 Water and Wastewater Rate Survey

American Water Works Association

• 2017 Iowa Water and Wastewater Rate Survey

City of Ames Water and Pollution Control
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2016 Cost of Clean Water Index, NACWA

• Average annual wastewater bill has doubled in the 
past 14 years

• Wastewater utilities expect charges to increase from 
3.9% to 4.7% per year for the next 5 years

• Nationally, the average increase in 2016 was twice 
the rate of inflation

(15th consecutive year that sewer rates nationally  
have outpaced inflation)

National TrendsNational TrendsNational TrendsNational Trends

2016 Water & Wastewater Rate Survey, 
American Water Works Association

• 88% of Drinking Water Utilities have increased rates in 
the past two years

• 85% of Wastewater Utilities have increased rates in the 
past two years.

• Lowest costs for both water and sewer were in the 
Midwest

National TrendsNational TrendsNational TrendsNational Trends
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National TrendsNational TrendsNational TrendsNational Trends

2012 to 2016 

Average Annual Increase in Water Rates:  5.89%

Average Annual Increase in Sewer Rates:  4.41%

Average Annual Increase in CPI:  1.13%

Source: 2016 Water and Wastewater Rate Survey, AWWA/Raftelis Financial Consultants

Recent Rate Adjustments in AmesRecent Rate Adjustments in AmesRecent Rate Adjustments in AmesRecent Rate Adjustments in Ames

Water Sewer

FY 13/14 6% 9%

FY 14/15 -- 8%

FY 15/16 4% 5%

FY 16/17 -- --

FY 17/18 -- --

Annual 

Average
2.00% 4.40%
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Ames Trends vs. National TrendsAmes Trends vs. National TrendsAmes Trends vs. National TrendsAmes Trends vs. National Trends

Water

National Average Annual Increase:  5.89%

Ames Average Annual Increase: 2.00%

Sewer

National Average Annual Increase: 4.41%

Ames Average Annual Increase: 4.40 %

Average Annual Increase in CPI:  1.13%

National Data: 2012 – 2016

Ames Data: 2013 – 2017 

Ames Trends vs. Iowa TrendsAmes Trends vs. Iowa TrendsAmes Trends vs. Iowa TrendsAmes Trends vs. Iowa Trends

Water

Iowa Average Annual Increase:  3.98%

Ames Average Annual Increase: 2.00%

Sewer

Iowa Average Annual Increase: 4.61%

Ames Average Annual Increase: 4.40 %

Average Annual Increase in CPI:  1.13%

Iowa Data: 2013 – 2017

Ames Data: 2013 – 2017 
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Iowa Trends in Water RatesIowa Trends in Water RatesIowa Trends in Water RatesIowa Trends in Water Rates
Cities with population >10,000 with lime softening, 600 cf per month 
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Iowa Trends in Sewer RatesIowa Trends in Sewer RatesIowa Trends in Sewer RatesIowa Trends in Sewer Rates
Cities with population >10,000, 600 cf per month 

Statewide Median                                                       Ames Rates 
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Revenue Needs and Rate Adjustments in Ames

Water Revenue Sources Water Revenue Sources Water Revenue Sources Water Revenue Sources 
FY 17/18 Amended Budget

Metered Sales, 

$9,085,300

ISU Contract Sales, 

$1,063,000

Grants & 

Donations, 

$509,901

All Other 

Revenues, 

$543,724

Total Revenue Estimate: $11.2M
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Water RateWater RateWater RateWater Rate----Derived RevenueDerived RevenueDerived RevenueDerived Revenue

Consumption, 

$5,085,000 

Minimum Charge,  

$3,626,000 

Multi-unit Charge,  

$300,000

Yard Meter 

Minimum Charge,  

$74,300

Rate-Derived Revenue Estimate: 

$9.1M

Current Water RatesCurrent Water RatesCurrent Water RatesCurrent Water Rates
Existing Increase Total

Winter $0.0215 $0.0008 $0.0222 

All customers; all consumption

Summer

Residential

Block 1 (First 1,000 cf) $0.0215 $0.0008 $0.0222 

Block 2 (Next 1,500 cf) $0.0379 $0.0013 $0.0392 

Block 3 (Over 2,500 cf) $0.0570 $0.0020 $0.0590 

Irrigation & Yard Water

Block 1 (First 2,000 cf) $0.0310 $0.0011 $0.0321 

Block 2 (Next 3,000 cf) $0.0570 $0.0020 $0.0590 

Block 3 (Over 5,000 cf) $0.0949 $0.0033 $0.0982 

Non-Residential $0.0281 $0.0010 $0.0291 

All consumption

Non-Peaking Industrial $0.0215 $0.0008 $0.0222 

All consumption
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Water Fund Rate ModelWater Fund Rate ModelWater Fund Rate ModelWater Fund Rate Model

Water Fund Rate Model Water Fund Rate Model Water Fund Rate Model Water Fund Rate Model (continued)(continued)(continued)(continued)
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Water Fund Rate Model Water Fund Rate Model Water Fund Rate Model Water Fund Rate Model (continued)(continued)(continued)(continued)

Water Fund Rate Model Water Fund Rate Model Water Fund Rate Model Water Fund Rate Model (continued)(continued)(continued)(continued)
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Sewer Fund Rate ModelSewer Fund Rate ModelSewer Fund Rate ModelSewer Fund Rate Model
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Developing Rate Recommendations
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• Rate increases should be done with smaller 
percentage increases on a more frequent 
basis, as opposed to larger increases on a 
less frequent basis.

• Slowly grow the operating reserve in each 
Fund over time until it reaches 25% of the 
Fund’s annual operating expenses

Guiding Philosophy on RatesGuiding Philosophy on RatesGuiding Philosophy on RatesGuiding Philosophy on Rates

Water Fund Rate ModelWater Fund Rate ModelWater Fund Rate ModelWater Fund Rate Model
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Sewer Fund Rate ModelSewer Fund Rate ModelSewer Fund Rate ModelSewer Fund Rate Model

Water and Sewer Rate ProjectionsWater and Sewer Rate ProjectionsWater and Sewer Rate ProjectionsWater and Sewer Rate Projections

Last 
Year

Current 
Year

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

16-17 17-18 18-19 19-20 20-21 21-22 22-23 23-24 24-25 25-26 26-27 27-28

Water Fund 3.5% 7% 7% 8% 8% 4%

Sewer Fund 3% 5% 5% 15% 25%
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Revised Water RatesRevised Water RatesRevised Water RatesRevised Water Rates

Existing
3.5%

Increase Proposed

Winter

All customers; all consumption $0.0215 $0.0008 $0.0222 

Summer

Residential

Block 1 (First 1,000 cf) $0.0215 $0.0008 $0.0222 

Block 2 (Next 1,500 cf) $0.0379 $0.0013 $0.0392 

Block 3 (Over 2,500 cf) $0.0570 $0.0020 $0.0590 

Irrigation & Yard Water

Block 1 (First 2,000 cf) $0.0310 $0.0011 $0.0321 

Block 2 (Next 3,000 cf) $0.0570 $0.0020 $0.0590 

Block 3 (Over 5,000 cf) $0.0949 $0.0033 $0.0982 

Non-Residential $0.0281 $0.0010 $0.0291 

All consumption

Non-Peaking Industrial $0.0215 $0.0008 $0.0222 

All consumption

Revised Sewer RatesRevised Sewer RatesRevised Sewer RatesRevised Sewer Rates

Existing
3.0%

Increase Proposed

Minimum Charge $10.71 $0.32 $11.03 

All customers, per month

Prorated Minimum $4.12 $0.12 $4.24 

Consumption, per 100 cubic feet $2.74 $0.08 $2.82 
All customers, all consumption
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Associated Rates and FeesAssociated Rates and FeesAssociated Rates and FeesAssociated Rates and Fees

• Water:
• Minimum bills, multiple dwelling unit fees 

would also adjust by 3.5%

• Meter setting fees would be adjusted based on 
actual cost recovery

• Sewer:
• High strength surcharge, hauled waste, 

laboratory sampling and analytical fees would 
also adjust by 3.0%

Customer Perspectives
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Median ResidentialMedian ResidentialMedian ResidentialMedian Residential

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

600 kWh and 600 cf $81.10 $4.95 $23.88 $27.15 $137.08

Electric ECA -$2.34 -$2.34

Totals $78.76 $4.95 $23.88 $27.15 $134.74

Increase Due to Rate Change $0.00 $0.00 $0.84 $0.81 $1.65

Totals $78.76 $4.95 $24.72 $27.96 $136.39

% Impact on Total Bill 1.22%

Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Small CommercialSmall CommercialSmall CommercialSmall Commercial

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

5,000 kWh and 1,000 cf $612.60 $4.95 $39.08 $38.11 $694.74

Electric ECA -$19.50 -$19.50

Totals $593.10 $4.95 $39.08 $38.11 $675.24

Increase Due to Rate Change $0.00 $0.00 $1.37 $1.14 $2.51

Totals $593.10 $4.95 $40.45 $39.25 $677.75

% Impact on Total Bill 0.37%
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– CommercialCommercialCommercialCommercial

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

60,000 kWh and 15,000 cf $6,221.55 $14.85 $465.43 $421.71 $7,123.54

Electric ECA -$234.00 -$234.00

Totals $5,987.55 $14.85 $465.43 $421.71 $6,889.54

Increase Due to Rate Change $0.00 $0.00 $16.29 $12.65 $28.94

Totals $5,987.55 $14.85 $481.72 $434.36 $6,918.48

% Impact on Total Bill 0.42%

Council Direction
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Recommended Direction & TimelineRecommended Direction & TimelineRecommended Direction & TimelineRecommended Direction & Timeline

• Direct staff to prepare an ordinance to 
• Adjust Water Rates by 3.5% and 

• Adjust Sewer Rates by 3.0%, 

• New rates effective July 1, 2018

• Timeline
• First reading on April 10

• Second reading on April 27

• Third reading and adoption on May 8

Additional Rate Samples
(Informational only - Will not be covered in the presentation)
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Minimal Use Minimal Use Minimal Use Minimal Use ResidentialResidentialResidentialResidential

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

100 kWh and 100 cf $20.45 $4.95 $13.13 $13.45 $51.98

Electric ECA -$0.39 -$0.39

Totals $20.06 $4.95 $13.13 $13.45 $51.59

Increase Due to Rate Change $0.00 $0.00 $0.46 $0.40 $0.86

Totals $20.06 $4.95 $13.59 $13.85 $52.45

% Impact on Total Bill 1.67%

Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Median ResidentialMedian ResidentialMedian ResidentialMedian Residential

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

600 kWh and 600 cf $81.10 $4.95 $23.88 $27.15 $137.08

Electric ECA -$2.34 -$2.34

Totals $78.76 $4.95 $23.88 $27.15 $134.74

Increase Due to Rate Change $0.00 $0.00 $0.84 $0.81 $1.65

Totals $78.76 $4.95 $24.72 $27.96 $136.39

% Impact on Total Bill 1.22%
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Large Large Large Large ResidentialResidentialResidentialResidential

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

1,000 kWh and 1,000 cf $129.62 $4.95 $32.48 $38.11 $205.16

Electric ECA -$3.90 -$3.90

Totals $125.72 $4.95 $32.48 $38.11 $201.26

Increase Due to Rate Change $0.00 $0.00 $1.14 $1.14 $2.28

Totals $125.72 $4.95 $33.62 $39.25 $203.54

% Impact on Total Bill 1.13%

Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Small Commercial (GP)Small Commercial (GP)Small Commercial (GP)Small Commercial (GP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

1,000 kWh and 1,000 cf $129.62 $4.95 $32.48 $38.11 $205.16

Electric ECA -$3.90 -$3.90

Totals $125.72 $4.95 $32.48 $38.11 $201.26

Increase Due to Rate Change $0.00 $0.00 $1.14 $1.14 $2.28

Totals $125.72 $4.95 $33.62 $39.25 $203.54

% Impact on Total Bill 1.13%
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Small Commercial (GP)Small Commercial (GP)Small Commercial (GP)Small Commercial (GP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

2,000 kWh and 600 cf $254.40 $4.95 $27.84 $27.15 $314.34

Electric ECA -$7.80 -$7.80

Totals $246.60 $4.95 $27.84 $27.15 $306.54

Increase Due to Rate Change $0.00 $0.00 $0.97 $0.81 $1.78

Totals $246.60 $4.95 $28.81 $27.96 $308.32

% Impact on Total Bill 0.58%

Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Small Small Small Small Commercial (GP)Commercial (GP)Commercial (GP)Commercial (GP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

5,000 kWh and 1,000 cf $612.60 $4.95 $39.08 $38.11 $694.74

Electric ECA -$19.50 -$19.50

Totals $593.10 $4.95 $39.08 $38.11 $675.24

Increase Due to Rate Change $0.00 $0.00 $1.37 $1.14 $2.51

Totals $593.10 $4.95 $40.45 $39.25 $677.75

% Impact on Total Bill 0.37%
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill –––– Small Commercial (GP)Small Commercial (GP)Small Commercial (GP)Small Commercial (GP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

10,000 kWh and 3,000 cf $1,209.60 $9.90 $106.26 $92.91 $1,418.67

Electric ECA -$39.00 -$39.00

Totals $1,170.60 $9.90 $106.26 $92.91 $1,379.67

Increase Due to Rate Change $0.00 $0.00 $3.72 $2.79 $6.51

Totals $1,170.60 $9.90 $109.98 $95.70 $1,386.18

% Impact on Total Bill 0.47%

Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill ––––Commercial (LP)Commercial (LP)Commercial (LP)Commercial (LP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

20,000 kWh and 5,000 cf $2,181.81 $9.90 $162.46 $147.71 $2,501.88

Electric ECA -$78.00 -$78.00

Totals $2,103.81 $9.90 $162.46 $147.71 $2,423.88

Increase Due to Rate Change $0.00 $0.00 $5.69 $4.43 $10.12

Totals $2,103.81 $9.90 $168.15 $152.14 $2,434.00

% Impact on Total Bill 0.42%
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Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill ––––Commercial (LP)Commercial (LP)Commercial (LP)Commercial (LP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

60,000 kWh and 15,000 cf $6,221.55 $14.85 $465.43 $421.71 $7,123.54

Electric ECA -$234.00 -$234.00

Totals $5,987.55 $14.85 $465.43 $421.71 $6,889.54

Increase Due to Rate Change $0.00 $0.00 $16.29 $12.65 $28.94

Totals $5,987.55 $14.85 $481.72 $434.36 $6,918.48

% Impact on Total Bill 0.42%

Sample Customer Bill Sample Customer Bill Sample Customer Bill Sample Customer Bill ––––Commercial (LP)Commercial (LP)Commercial (LP)Commercial (LP)

Electric Storm   Water

Electric / Water Use Summer Water Summer Sewer Total

100,000 kWh and 20,000 cf $10,284.95 $44.55 $649.86 $558.71 $11,538.07

Electric ECA -$390.00 -$390.00

Totals $9,894.95 $44.55 $649.86 $558.71 $11,148.07

Increase Due to Rate Change $0.00 $0.00 $22.75 $16.76 $39.51

Totals $9,894.95 $44.55 $672.61 $575.47 $11,187.58

% Impact on Total Bill 0.35%
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