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The city of Cole Camp contacted Missouri Rural Water Association (MRWA) requesting a water rate
study. Darla Conner, MRWA TMF Specialist, worked with utility clerk Dawn Paul to gather the
information needed to complete the study.

Information provided included, but was not limited to, the FY 2024 audit report, FY 2025 budget, FY
2025 actual revenues and expenditures to date, usage numbers and number of customers served,
information on system debt, and various reports from the city’s utility billing program.

When assessing revenues for a study, penalties, late fees, connection fees, etc. are not considered when
establishing rates. The expenses should be covered by revenues generated from rates plus any
guaranteed income. Late fees, penalties, etc., are not considered guaranteed income and are therefore
not included in anticipated revenues for the system.

Furthermore, | think it is also very important to add a replacement line to each budget. This little extra
cushion helps to set a little bit of revenue aside in a rainy-day fund for the problems that suddenly arise
out of the typical maintenance and repairs. The replacement schedule for Cole Camp does not include
line replacement.

Based on the budgeted figures for FY 2025, the city is not generating enough revenue to cover the
budgeted expenses in the water fund. The rate table below includes two current rates. The top
“Current Rate*” shows your current rates, current budget expenses, and the reserve fund (depreciation)
that is recommended. The “Current Rates No Depr” shows your current rates, current budget expenses,
and no reserve fund (depreciation). The city needs to raise rates to cover all expenses in the water fund.
The Options below the currents are suggestions and can be manipulated as you feel your users can
sustain. Keep in mind that ALL the Options include funding a Reserve/Depreciation fund for your
system.

Please note that the DNR Rate Program does not include any water in their minimum. Keep in mind
that we can manipulate these rates to achieve an outcome for many different scenarios, these are to
start the discussion and show the need. Also, | have included the affordability clause that DNR and most
grant funding agencies require the system to be at the 2% rate

Affordability: State and federal funding agencies evaluate the affordability of water rates for a system
by comparing the existing cost for 5000 gallons of water to 2% of the median household income of the
area. For Cole Camp, the 2023 median household income was $36,595. An affordable water bill would
be 2% of this number, or $60.99 per month for 5000 gallons of usage. Please note this methodology is
the norm for most funding agencies. We can do an income survey and challenge the census; it is a lot of
work but can be done.



City of Cole Camp Proposed Water Rates

Tier Cost Per Cost Per Estimated
Minimum | Rate 1000 gallons | 5000 Gallons | Revenue Net Income

Current

Rates* $26.59 $3.50 $30.09 $44.09 | $255,857.77 | (5130,620.49)
No Reserve $26.59 $3.50 $30.09 $44.09 | $255,857.77 (571,029.39)
Option 1 $38.11 $5.86 $43.97 $67.41 | $386,554.17 $75.91
Option 2 $34.57 $4.55 $39.12 $57.32 | $332,634.69 $747.53
Option 3 $37.23 $4.90 $42.13 $61.73 | $358,226.99 $1,339.83
Option 4 $38.55 $5.08 $43.63 $63.95 | $371,075.41 $188.25

The proposed rates are as follows:

Option 1: This option is exactly per the rate program that DNR suggests for rates. The program front
loads all the expenses to the minimum, then adds the cost of water per 1,000 gallons. This option

assumes the cost to run your system based on number of connections, number of billing periods, and
the minimum allocated expenses. The tier rate is based on the volume you produce and the allocated

expenses due to volume.

reserve/depreciation account.

It offers a basically breakeven dollar amount it does include fully funding the

Option 2: A 30% rate increase will allow for only $5,000.00 Annual Reserve Funding. This option almost
achieves the affordability clause as mentioned above.

Option 3: A 40% rate increase will allow for $30,000.00 Annual Reserve Funding. This option will align
you with the affordability clause should financing be needed in the future.

Option 4: A 45% rate increase will allow for $44,000.00 Annual Reserve Funding. This option is again in

line with the affordability clause should financing be needed in the future.

The rate table shows where you are at and where you need to be. It doesn’t have to be on one increase,

but a plan needs to be putin place and revisited annually. The cost-of-living increases based on

expenses for everyone including our small municipalities.

Thank you for working with Missouri Rural Water Association.

Respectively submitted,

Darla Conner, TMF Specialist




